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Dear Supervisors:

APPROVE VARIOUS ACTIONS RELATIVE TO THE PHASED DEVELOPMENT OF
THE MIXED-USE “GRAND AVENUE PROJECT”
(ALL DISTRICTS AFFECTED) (4-VOTES)

IT IS RECOMMENDED THAT YOUR BOARD:

1. Acting as a responsible agency, certify that the Board of Supervisors has
independently reviewed and considered the information contained in the
final Environmental Impact Report ("EIR") as prepared and certified by
the Grand Avenue Authority ("Authority") as lead agency for the Grand
Avenue Project ("Project"), find that the County has reviewed and
considered the information contained in the final EIR prior to approving
the Project; adopt by reference the findings made by the Authority on the
mitigation monitoring program incorporated in the EIR together with the
attached regulatory measures, project design features and other
Authority imposed additional conditions of approval relating to
construction procedures, and a non-substantive errata sheet; and
determine that the significant adverse effects of the project have either
been reduced to an acceptable level or are outweighed by the specific
benefits of the project, as outlined in the attached Environmental Findings
of Fact and Statement of Overriding Considerations, which findings and
statement are incorporated herein by reference; and approve the Project
as described and approved by the Lead Agency, including incorporation
of the alternative tower design on Parcels L and M-2 as described in
Alternative 4 to further reduce the visual impact of the Project;
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2. Approve the form and substance of the Disposition and Development
Agreement (DDA) between the Authority and the Grand Avenue L.A.,
LLC, ("GALA” or “Developer”, previously "The Related Companies")
which delineates the terms and conditions for development and lease by
GALA of the Bunker Hill Properties owned by the County of Los Angeles
(Parcels Q and W-2) and the City of Los Angeles Community
Redevelopment Agency (CRA) (Parcels L and M-2), as part of the
Project;

3. Approve, by a minimum of four votes, the execution of a ground lease
between the County and CRA (“County-CRA Lease”) to transfer a 99-
year leasehold interest in the Phase | Parcel (Parcel Q) from the County
to the CRA for the purposes of subleasing the property to the Authority,
which in turn will sub-sublease the property to the Developer for the
purpose of developing the Parcel; and for Phase Il (County-owned
Parcel W-2), instruct the CAO that subsequent ground lease
documentation between the County and CRA be returned to the Board
for execution at such time as all applicable conditions and requirements
to entering into a ground lease for the transfer of that parcel have been
met;

4. Approve the Non-Disturbance and Attornment Agreement (“NDAA”)
among the County, CRA, Authority, and Developer to confirm each
party’s interest as sublessee, or sub-sublessee as applicable, and to
ensure that the Authority-Developer Ground Lease or Developer/Operator
Lease will not be terminated or otherwise disturbed in the event the
County-CRA Lease or CRA-Authority Lease is terminated;

5. Approve the Market Value Appraisal prepared by CB Richard Ellis to be
used as the basis for determining the percentage shares of net revenues
to be distributed by the Authority to the County and CRA pursuant to the
rent distribution formula in Section 5.05 of the Grand Avenue Joint
Exercise of Powers Authority Agreement (“JPA Agreement”);

6. Adopt a Joint Resolution between the County and CRA making certain
findings in accordance with Health & Safety Code Sections 33445 and
33421.1, in support of the use of CRA funds for public improvements for
the Project;

7. Approve the Grand Avenue Phase | Incentive Rent Agreement by and
among the County, City of Los Angeles (City), the CRA and the Authority,
in which the County and CRA agree to transfer Phase | Retail and Hotel
Incentive Rent to the City until such time as the City has received an
amount equal to the amount of the City’s transient occupancy tax and
parking tax provided to the Developer through a Community Taxing
District (CTD) to assist in the development and operation of the Hotel;
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8.

Approve the Funding Agreement for Public Space Improvements
between the County and CRA for the County to provide $3 million for on-
site public space improvements to be repaid by the CRA from future
excess tax increment generated from Parcel Q, and $1.6 million as
payment to satisfy the County’s obligation under the 1991 Owner
Participation Agreement (1991 OPA) for construction of the Second
Street extension; and authorize the Auditor-Controller to establish a
Grand Avenue Project Reserve in the amount of $4.6 million to be funded
from monies available in the Capital Projects Designation;

Approve an Amendment to the JPA Agreement between the Authority’'s
member agencies, the County and CRA, to permit a change in the
percentage share of net revenues distribution formula in the future if
portions of the Project are not developed; and to clarify that prior Board of
Supervisors approval is required before the Authority can act on certain
transfers of County property by the Developer.

10.Approve the Third Implementation Agreement to the Owner Participation

11

Agreement (“TIA-OPA”) between the County, CRA and Performing Arts
Center of Los Angeles County (“PACLAC") which amends the OPA to
allow for residential, retail and hotel uses on County Parcels Q and W-2,
consistent with the Project, while preserving the County’s tax increment .
revenue stream;

.Authorize the Chief Administrative Office (“CAQO”) to negotiate agreement

with the State of California conveying the State’s 50% interest in the
County’s parcel at First and Broadway back to the County and granting
the County the right to use a portion of the State’s property to complete
the Civic Park, in exchange for the County’s conveying its 50% interestin
the State parcel back to the State;

12.Authorize the CAO to amend the Site Lease and Sublease both dated

July 1, 1997 between the Los Angeles County Capital Asset Leasing
Corporation (“LACCAL”) and the County of Los Angeles relative to the
Tax Exempt Commercial Paper Program (“TECP”), obtain any required
legal opinions, and complete other actions necessary to remove Parcel Q
from the TECP; and

13.Delegate to the CAO the authority to execute any agreements approved

by your Board, in substantially similar form to the Attachments, after
approval as to form by County Counsel, and take all other actions
reasonably necessary to effectuate these agreements.
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PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

The recommended actions seek your Board’s approval, as a responsible agency, of the
Final Environmental Impact Report, as certified by the lead agency, the Grand Avenue
Authority pursuant to the California Environmental Quality Act (“CEQA”), as well as
approval of various agreements and ground leases required to proceed with the phased
development of two County-owned Parcels (Q and W-2) and two CRA-owned Parceis (L
and M-2), within the CRA's Bunker Hill Redevelopment Area as part of the Grand Avenue
Project, a mixed-use development planned for these four parcels, along with an expanded
Civic Park and streetscape improvements, by Grand Avenue L.A., LLC.

A parcel site map is included as Exhibit 1.

As detailed in the tables below, the Project provides for two development options which
include residential, retail, hotel and commercial office uses. The first development option
provides for the construction of a County office building on Parcel W-2. The second option
provides for the construction of additional residential units in the event the County elects
not to proceed with building County offices on Parcel W-2.

Table 1: County Office Building Option

Description Parcel Q Parcels L & | Parcels W-1 Total
- M-2 &W-2

Residential 632,937 s.f. 829,330 s.f| 692,733 s.f.| 2,155,000 s.f.
Retail 284,000 s.f. 101,000 s.f. 64,000 s.f. 449,000 s.f.
Hotel 315,000 s.f. - -- 315,000 s.f.
Office -- - | 681,000 s.f. 681,000 s.f.
Total 1,231,937 s.f. | 930,330 s.f. | 1,437,733 s.f. | 3,600,000 s.f.
sosidential 500 units 850 units 710 units | 2,060 units
Affordable 100 units 170 units 142 units 412 units
Units

Hotel 275 Keys -- -- -
Parking 1,510 spaces | 1,570 spaces | 1,955 spaces | 5,035 spaces

grand avenue board letter final.doc




Honorable Board of Supervisors
February 13, 2007
Page 5

Table 2: Additional Residential Option

Parcels Parcels
Description Parcel Q L & M-2 W-1 & W-2 Total
Residential 632,937 s.f. | 829,330 s.f. | 1,373,733 s.f. | 2,836,000 s.f.
Retail 284,000 s.f. | 101,000 s.f. 64,000 s.f. 449,000 s.f.
Hotel 315,000 s.f. - - 315,000 s.f.
Office -- -- -- --
Total 1,231,937 s.f. | 930,330 s.f. | 1,437,733 s.f. | 3,600,000 s.f.
Sosidential 500units| 850 units| 1,310 units | 2,660 units
{ordable 100 units| 170 units| 262 units 532 units
Hotel 275 Keys -- - -
Parking 1,510 spaces | 1,670 spaces | 2,175 spaces | 5,255 spaces

In addition, streetscape improvements along Grand Avenue will likely add trees,
landscaping, paving systems, benches, trash receptacles, street graphics and walkway
lighting. Open public spaces will also be included within the development sites for public
use and enjoyment. Landscaped plazas, with pedestrian connections to improved
streetscape and to transit stops (including the Metro station on Hill Street) will provide
areas for shade and shelter, as well as for outdoor dining and entertainment.

The Grand Avenue Development site plan is included as Exhibit 2.

A critical goal from the inception of the Project has been to create a Civic Park for all
Angelenos to enjoy. The Civic Park will provide a much-needed gathering place in the
heart of our downtown. The Park will be used for community festivals, outdoor markets,
outdoor concerts, passive recreation, and other public uses. It will provide an oasis for
residents, workers, and tourists in the center of Los Angeles. This reinvention of a much
underutilized and inaccessible open space is one of the most significant community
benefits that will result from the Project.

A Civic Park site plan is included as Exhibit 3.
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Background

In September 2003, the County and CRA entered into a Joint Exercise of Powers
Agreement and created the Los Angeles Grand Avenue Authority (“Authority”), which is a
separate legal entity. The Authority was empowered to select a Developer for the Project
through a public process.

The Related Companies, L.P., a New York limited partnership (“Related”) and their team
members, were selected and approved by the Authority Board as the developer of the
project on September 15, 2004. On January 23, 2006, the Authority Board approved the
substitution of Grand Avenue L.A., LLC, for Related, a joint venture formed between
Related Grand Avenue, LLC (a wholly owned subsidiary of Related) and CUIP Grand
Avenue, LLC (“CUIP"), which is wholly owned by California Urban Investment Partners,
LLC (an entity owned 97% by CalPERS and 3% by MacFarlane Urban Realty Company,
LLC).

Following the selection of the Developer, the Authority monitored the work of the Developer
in creating a master plan for the project, called the Implementation Plan ("IP"). The IP
which was approved by the Authority on May 23, 2005, and subsequently considered and
approved by the CRA Board on June 16, 2005, the City on July 20, 2005, and the County
on August 9, 2005, set the parameters for the Authority to prepare an EIR, negotiate a
DDA, and finalize the terms and conditions of various ground leases.

_Your Board’s approval of the IP,‘however, was conditioned upon the following terms of
“approval, which were to be achieved before the County would consider approval of the
next steps in the Project:

» Ensure the pass-through from the CRA to the County of the County’s share of the
tax increment from the County’s parcels is preserved, as provided for in the 1991
Owner Participation Agreement (“OPA”) and reaffirmed in the JPA Agreement;

» Obtain agreement that the County’s properties will not be made available to the
Authority for leasing until such time as the developer is ready to commence
construction of the specific phase of the planned project so that the County may
continue to use Parcels Q and W-2 ( currently used as Parking Lots 17 and 26) for
its own purposes until needed for development;

» Document an agreement with the Grand Avenue Authority, the CRA and the City
that the Authority will not enter into any financing arrangements without the consent
of the County;

» Ensure the DDA and Ground Leases include terms that clearly time-limit the
developer’s right to develop the County’s Parcel W-2, and that require specific
County authority to be obtained before any extension of the time contemplated in
the IP is granted so that in the future, if Phase lll is not commenced, the County
may again use Parcel W-2 for its own purposes;
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» (Clarify that the Authority may act as agent for the County to redevelop the Civic
Park property in a manner consistent with the Conceptual Plan, but that the County
will retain the right to approve the design and development of the Civic Park;

» Retain County control of Parcel W-2 for a reasonable time and reserve the right to
develop a County office facility on that site; and

» Clarify and agree that if the Board determines to build its office facility on Parcel W-
2 in Phase lll, the County will retain its discretion to determine the scope and cost of
that facility, and the County will honor the intent of the Grand Avenue vision by
coordinating its planning for its development of Parcel W-2 with the Developer of
Parcel Q and by jointly planning and interfacing any physical connections between
the development on Parcel Q and the development of Parcel W-2 to integrate the
developments as may be feasible.

The Grand Avenue Committee (“GAC”), which serves as the Authority’s real property
negotiator, negotiated specific language in the various legal and financial agreements to
ensure the terms of approval required by your Board were satisfied. The Authority also
took formal action on January 23, 2006 agreeing that it would not enter into any financing
arrangements without the consent of the County.

Also, at the direction of your Board, a peer review of the fair market appraisal on the
subject properties, and a risk assessment and economic analysis report of the Project has
been completed and submitted to each Board office.

On November 20, 2006, the Authority certified the EIR, approved a number of agreements
and ground leases for the Project and requested that its member agencies, and the City of
Los Angeles, proceed to consider their actions on the Project as required for its
implementation. On February 1, 2007, the CRA unanimously approved all staff
recommendations related to the Project, and the City of Los Angeles has scheduled their
meeting on the Project for February 13, 2007.

Project Schedule
A summary of the Schedule of Development comparing the DDA terms with the earlier IP is

provided in the table below with a more detailed project description of the proposed phases
following immediately thereafter.
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Table 3: Schedule of Development

SCHEDULE N IMPLEMENTATIONPLAN o o D A
Phase | Start December 1, 2006 October 2007
July 2011 (45 months from

Phase | Completion |November 1, 2009 commencement)

45 months after DDA is
Phase Il Rent Paid |approved, subject to one year |November 2011 (no change)
extension

Phase Il

Construction 15 months after rent is paid March 2013 (no change)

Within 30 months of
commencement

60 months after DDA is '
Phase Ill Rent Paid |approved, subject to one year |March 2012 (no change)
extension

Phase Il Completion August 2015 (no change)

Phase I1I*

Construction 24 months after rent paid March 2014 (no change)

Within 45 months of

Phase Ill.Completion January 2018 (no change)

commencement
Park Construction Phase | No change
. July 1, 2008, or 18 months
County Office Not addressed from execution of the DDA,

Building Option Date whichever is later

* Developer has the right to accelerate construction of Phase [ll to coincide with Phase II.
Description and Phasing

Phase I: This phase is to be constructed on Parcel Q, currently known as County Parking
Lot 17, located south of the Stanley Mosk Courthouse, on the east side of Grand Avenue,
and east of the Walt Disney Concert Hall. It includes development of a high-impact, high-
intensity mixed-use development with retail, restaurants, hotel and residential units in a
dramatic multi-level setting. A signature tower, up to approximately 50 stories, will include
a hotel and approximately 250 market-rate condominium units. The hotel is anticipated to
consist of 275 rooms, with meeting spaces, ballrooms, and an outdoor pool area. A
second tower of 25 to 30 stories will include approximately 150 market-rate condominium
units as well as 100 affordable rental units. Atthe lower levels of the towers, approximately
284,000 square feet of retail will be developed, with plans for a food market, bookstore,
several boutique restaurants, and other specialty shops. An open public plaza will be
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located at the Grand Avenue level, which will include landscaping, seating, outdoor dining
and other attractive pedestrian features. It is anticipated that up to 1,510 parking spaces
will be developed below street level.

As part of the Phase | development, the Developer is also required to oversee the design
and construction of improvements to an expanded 16-acre Civic Park, which will stretch
from Grand Avenue at the Music Center to City Hall at Spring Street. The Developer and
the Authority have previously approved the “Civic Park Design Agreement” on March 20,
2006. Construction of the Civic Park Improvements which may include demolition of
existing improvements, the relocation and removal of existing landscaping on the surface
of the Civic Mall, relocation, replacement and redesign of the existing parking garage exits -
and entrances, construction of new plazas, ramps, stairways, public gardens, landscaping,
restrooms, civic spaces, and structures for retail/food service uses. Your Board’s approval
of a separate subsequent agreement between the County and Developer (or an entity
granted the right by the County to control the development of the Park) will be required
prior to commencement of any Civic Park improvements. Ownership of the Civic Park
properties will remain vested in the County at all times.

Finally, Phase | development also includes streetscape improvements along Grand Avenue
between Second Street and Temple Street in an effort to better connect Bunker Hill and
the Civic Park to the Financial District.

Construction of Phase | is scheduled to commence by October 2007 and be completed by
July 2011. The total project cost estimate to complete this phase is $775 million.

Phase |l: This phase is anticipated to be comprised of primarily residential uses, on CRA-
owned Parcels L and M-2 on lower Grand Avenue just south of the Walt Disney Concert
Hall, currently used for surface parking. The current plans entail the construction of two
residential towers with 850 residential units (including 170 affordable housing units),
approximately 101,000 square feet of retail, up to 1,570 parking spaces, and additional
streetscape improvements along Grand Avenue.

Construction of Phase |l is scheduled to commence by March 2013 and be completed by
August 2015. The total project cost estimate to complete this phase is $550 million.

Phase lll: This phase includes Parcel W-2, currently County Parking Lot 26, located south
of the Stanley Mosk Courthouse between Olive Street and Hill Street, and the site of a
Metro Red Line portal. This phase also potentially includes the privately-owned Parcel W-1
adjacent and south of W-2. This phase is anticipated to consist of up to 1,310 residential
units (including 262 affordable housing units), 64,000 square feet of retail, up to 2,175
parking spaces, and an optional office building of 681,000 square feet. The County is
considering possible sites for a replacement Hall of Administration and one such site is the

grand avenue board letter final.doc



Honorable Board of Supervisors
February 13, 2007
Page 10

County-owned Parcel W-2. Hence, the Project consists of two development options for
Phase ill, referred to as the “County Office Building Option” and the “Additional Residential
Development Option”. The two options are to address the potential future uses of the
County-owned Parcel W-2 and the adjacent privately-owned Parcel W-1. The Developer
has initiated discussions for its purchase of Parcel W-1.

Construction for Phase |1l is scheduled to commence by March 2014 and be completed by
January 2018 but can be accelerated to coincide with the start of Phase Il construction. In
the event the County elects to proceed with the development of a County office building,
however, all or a portion of Parcel W-2 will be carved out of the transaction to allow for
construction at any time as determined by the County. The total project cost estimate to
complete this phase is $725 million.

The second and third phases will be implemented as market conditions warrant, but in no
event will the Developer have longer than 6 years after approval of the DDA to commence
construction of Phase I, or 8 years to commence Phase lll, thus providing terms that
clearly time-limit the Developer’s right to develop the County’s Parcel W-2, and the CRA's
Parcels L and M-2.

Structure of the Transaction and Documents

The legal structure for the Grand Avenue Project requires the execution of a DDA, a series
of ground leases between the County and CRA (County-CRA Lease), the CRA and
Authority (CRA-Authority Lease), and the Authority and Developer (Authority—Developer
Lease) and funding agreements prior to proceeding with the development of the County
and CRA owned parcels. Certain existing agreements between the CRA and County must
also be amended to accommodate the Project.

The documents required to carry out this transaction are summarized as follows:

Disposition and Development Agreement (DDA) (Attachment A)

The DDA between the Authority and Developer provides for the multi-phased development
of the County and CRA owned parcels within the Bunker Hill Redevelopment Project Area
and imposes certain financial and community benefit obligations on the Developer,
including construction of the Civic Park and various streetscape improvements along the
Grand Avenue corridor. The DDA also contains the terms of the deal including the
assembly and use of the publicly owned parcels for the Project, representations of the
Developer, definitions, remedies, and dispute resolution through arbitration.

The Developer must comply with all construction commencement conditions contained in

the DDA prior to obtaining possession and control of Parcel Q. These conditions include
issuance of an excavation, shoring, grading and demolition permit by the City; execution of
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a contract with a general contractor to complete the above mentioned work; and issuance
of a notice to proceed by the Developer to the general contractor to commence demolition
and grading of the site. Until such time, the County will retain control of the parcel and
-continue to manage the property as a County parking lot.

Fifty million dollars in full payment of the Phase | and partial payment of the Phase || Lease
Acquisition Fee will be due immediately upon execution of the DDA and will become non-
refundable despite any delay in transferring possession and control of Parcel Q to the
Developer as noted above. Only in the event of a final court determination invalidating the
Project on the grounds that the Authority cannot perform its obligations, would the
Developer be entitled to a partial refund in which any costs incurred for the development of
the Civic Park would be deducted from the refund. ' '

As required by your Board, Section 213 of the DDA has been negotiated to preserve the
County’s right to locate and develop a County Office Building on Parcel W-2. The County
must exercise its right on or before the later of July 1, 2008, or eighteen (18) months after
the execution of the DDA. A subsequent separate development agreement for the
construction of the County Office Building subject to your Board’s approval must be
negotiated with the Developer within six months of the County notifying the Developer of its
election to use Parcel W-2 for a County Office Building. If a development agreement
cannot be negotiated between the parties within the six month period, the County shall
have no further obligation to negotiate a development agreement with the Developer and
may proceed with the development of the parcel on its own or with a different developer.

In the event the County does not retain the Developer to develop the County Office
Building and the Developer exercises its right to develop the balance of Phase lll, which
excludes any portion of Parcel W-2 that has been identified by the County as the site for
the County Office Building, the County has agreed to coordinate its planning and
development of Parcel W-2 with the Developer and jointly plan interfacing and physical
connections between the development of Parcel Q and the development of Parcel W-2, in
order to integrate the developments as may be feasible.

A comparison of the financial terms between the DDA and IP is included as Exhibit 4.

County-CRA |_ease (Attachment B)

The legal structure for the Grand Avenue Project requires the execution of a series of
ground leases between the County and CRA (County-CRA Lease), the CRA and Authority
(CRA-Authority Lease), and the Authority and Developer (Authority-Developer Lease) prior
to proceeding with the development of the County and CRA owned parcels. In addition,
the Developer has certain rights under the Developer Lease to transfer its interest in each
individual component (i.e. residential, retail, hotel, office, etc.) once completed to an
operator and require the Authority to enter into a direct ground lease with the operator via a
Developer/Operator Lease.
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The various leases related to Phase | will become effective once the CRA, and County, by
at least a two-thirds vote of the Board and the CRA have approved and executed the
County-CRA Lease. Such approval will convey a leasehold interest in the County’s Parcel
Q to the CRA for a term of 99-years. The property will be conveyed on an “AS-IS,
WHERE-IS AND WITH ALL FAULTS” basis to the Developer. Upon expiration of the
various ground leases, the improvements will revert to the County or, in later phases which
include CRA-owned property, the CRA, depending on the fee ownership of the parcels.

For Phase Il (County—owned Parcel W-2), recommendations on subsequent ground lease
documentation will be returned to your Board for execution at such time as all applicable
conditions and requirements to entering into a ground lease for the transfer of Parcel W-2
have been met. :

Non-Disturbance and Attornment Agreement (NDAA) (Attachment C)

The multi-tiered leasing structure mentioned above requires execution of an NDAA among
the Authority, County, CRA, and Developer. The NDAA will confirm each party’s interest
as lessee, sublessee or sub-sublessee (as applicable), and will ensure that the Authority-
Developer Lease or Developer/Operator Lease will not be terminated or otherwise
disturbed as a result of the termination of the County-CRA Lease and/or CRA-Authority
Lease. Specifically, the NDAA provides for the Authority to continue as a direct lessee to
the County should the County-CRA Lease be terminated; and enables the
Developer/Operator to continue as a direct lessee to the County upon termination of the
CRA-Authority Lease. The terms and conditions of the terminated lease(s), therefore, will
automatically remain in full force via a direct lease arrangement with the County.

Market Value Appraisal (Attachment D)

The Grand Avenue Committee (GAC) which serves as the Authority’s real property
negotiator has caused an appraisal to be prepared by CB Richard Ellis (CBRE). The
purpose of the appraisal is to determine the “fair market value” attributed to the County and
CRA owned parcels and to calculate the revenue participation, or percentage share of
Project net revenues, to be distributed by the Authority to the County and CRA. Pursuant
to the JPA Agreement executed between the parties in September 2003, the County, CRA
and Authority must approve the appraisal.

The appraisal with a valuation date of September 1, 2006 reflects a total fair market value
for all four development parcels at $143.45 million. The County parcels are valued at
$97.25 million and the CRA parcels are valued at $46.20 million. Therefore, applying the
formula in the JPA Agreement, the percentage share of all rents that accrue to the
Authority will be distributed to the County and CRA at 67.8 and 32.2 percent, respectively.
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A peer review of the CBRE appraisal was conducted by Buss-Shelger Associates (BSA),
an independent real estate consulting firm with extensive knowledge and experience in Los
Angeles downtown properties. Their analysis concluded that the CBRE appraisal of the
subject properties is a thorough, complete and professional presentation in conformance
with the Uniform Standards of Professional Appraisal Practice published by the Appraisal
Foundation. Moreover, BSA’s findings conclude that the appraisal document and analysis
prepared by CBRE supports the estimates of market value of the properties on an
individual “stand alone” basis.

A copy of the peer review report is included as Exhibit 5.

Joint Resolution on Public Improvements (Attachment E)

Adoption of the Joint Resolution on Public Improvements among the County, City, CRA
and Authority is required pursuant to Sections 33445 and 33421.1 of the Health & Safety
Code which provides that a redevelopment agency may pay for the cost of the installation
and construction of any facility, structure, or other improvement which is publicly owned
either within or without the project area, if the legislative body makes certain findings.
Funds from, and flowing through, the CRA will be invested in on- and off-site public
improvements for the Project, the streetscape along Grand Avenue and the Civic Park.
The City and County are legislative bodies for the community in which the public
improvements will be funded with Redevelopment Agency funds and must determine that
there are no other funds available to the community for the public improvements for the
project and make the findings set forth in the attached Resolution.

Phase | Incentive Rent Agreement (Attachment F)

Based on the financial analysis prepared by the GAC’s economic consultant, Keyser
Marston Associates (KMA), and subsequently confirmed in an independent economic
analysis and risk assessment prepared on behalf of the County by Economic Research
Associates (ERA), the Developer requires financial assistance on the hotel and parking
components to make the Project financially feasible. This assistance is available at the
discretion of the City. The DDA provides that the DDA and any ground lease for the
Project are void if the City fails to approve an MOU with the Developer for rebates of the
Transient Occupancy and Parking taxes by the time the City reviews and approves the
DDA. The City, in turn, has required that both the CRA and the County agree that any
Phase | Incentive Rents (participation rents) from Hotel and Retail components will be paid
to the City, instead of to the CRA and the County, but not to exceed the City's amount of
subsidy to the Developer through its planned Community Taxing District. The value of the
City Transient Occupancy Tax (TOT) and Parking Tax rebate is estimated at $66 million in
net present value (assuming a 10 percent discount rate).
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The Phase | Incentive Rent Agreement directs the Authority to distribute any Phase |
incentive rents from the Hotel and Retail components of the Project to the City. The
estimated net present value of the foregone incentive rent to be paid by the County to the
City is estimated at $4.25 million over a 20 year period. The CRA’s obligation is estimated
to be $2.02 million in net present value over the same term. The Phase | incentive rent
from the Residential component of the Project will be distributed to the CRA and the
County in accordance with the JPA Agreement formula and will not be subject to the terms
and conditions of the Phase | Incentive Rent Agreement. The net present value for the
Residential component is estimated to be $728,000 over the same 20 year period.

County-CRA Funding Agreement for Public Space Improvements (Attachment G)

The County—CRA Funding Agreement delineates the terms and conditions by which the
County will make available $4.6 million to the CRA to fund on-site public space
improvements related to the Project. The terms of the Agreement provide for $3 million to
be repaid to the County from any CRA’s future tax increment generated from Parcel Q in
excess of projected tax increment levels projected. The remaining $1.6 million reflects the
County’s obligation under the 1991 Owner Participation Agreement to pay for the cost of
extending Second Street to Upper Grand Avenue.

To comply with state law, the County's funding obligation to the CRA must be appropriated
in the current year's budget. Establishing a reserve for this obligation will provide the
funding needed in subsequent years for payments under this agreement. Funding is
available in the Capital Projects Designation for this purpose. Accordingly, it is
recommended that the Auditor-Controller be directed to establish a Grand Avenue Project
Reserve in the current year in the amount of $4.6 million.

First Amendment to the Joint Exercise of Powers Agreement (Attachment H)

The recommended amendment to the JPA Agreement between the County and the CRA
will update that agreement to address the phasing of the Project and the transfer of the
four publicly-owned parcels over time, which was not originally contemplated or addressed
and also will clarify the approval of property transfers. The JPA Agreement, which was
approved in 2003, created the Authority which is charged with coordinating the
development of properties owned by the County and CRA for this project. The JPA would
be amended by requiring the County and Authority, respectively, to enter into a ground
lease for each of its parcels once the Developer has satisfied all conditions and
requirements precedent for leasing such parcel, including being prepared to commence
construction and would be amended to allow the County and CRA to reset the net revenue
percentage shares in the event not all of the properties are developed as part of this
Project. The JPA amendment also clarifies that the County Board of Supervisors, as well
as the Authority, must give its prior approval before the Authority takes action on certain
proposed transfers by the Developer of County property to a third party.
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Third Implementation of the Owner Participation Agreement (TI-OPA) (Attachment 1)

The TI-OPA between the County and CRA is intended to update the 1991 OPA as
amended, to allow the Developer to proceed with the development of the County owned
properties based on the land-use entitlements negotiated as part of the DDA, which
includes construction of residential units not previously identified as a permissible use
under the original 1991 OPA. However, should the Developer fail to enter into a ground
lease for the development of Parcel Q and/or W-2, or the ground lease is subsequently
terminated, or the rights of the Developer lapse under the DDA, the original provisions of
the 1991 OPA shall apply and govern the future development of the County owned
properties as if the DDA was not in existence. Most importantly, execution of the TI-OPA
will preserve the County’s right under the 1991 OPA to be reimbursed by the CRA for tax
increment funds generated from Parcel Q and W-2 as if the parcels were not located in a
redevelopment area.

First Street and Broadway Properties

Expansion of the Civic Park in conjunction with the Project to include the parcel east of the
Court of Flags requires that the County negotiate with the State to control that parcel for
the Civic Park development.

In 1986, the State, County and City entered into an agreement for the joint development of
vacant property separately owned by the County and the State located at First Street and
Broadway. The agreement granted the State and County an undivided 50 percent interest
in the site and required the parties to share in any revenues generated based on the
percentage interest of each party with the City being granted seven percent interest in
recognition of a street easement it previously held on the property.

In May 1990, the State and County entered into a ground lease with Sico Broadway
Developers (SICO) for the purposes of developing an office tower on the site and
completing Phase Il of the Civic Center Mall. The building, however, was never
constructed and the ground lease with SICO was terminated. Upon termination of the
ground lease in June 1997, the State and County executed quitclaim deeds transferring to
each entity an undivided interest as tenants in common.

In order to proceed with the development of the Civic Park pursuant to Section 106 of the
DDA and in conjunction with the Grand Avenue Project, we are requesting your Board
authorize the CAO to negotiate an agreement with the State of California to convey its 50%
interest in the County’s parcel back to the County and grant a right to construct the Civic
Park on a portion of the State’s property as previously agreed, in exchange for the County
conveying its 50% interest in the State parcel back to the State. The State will retain
reversionary rights to its portion of the property in the event construction of the Civic Mall
does not proceed.

grand avenue board letter final.doc



Honorable Board of Supervisors
February 13, 2007
Page 16

Tax Exempt Commercial Paper Program (TECP)

County-owned Parcel Q is currently encumbered as security for the County’s TECP. In
order for the development of Parcel Q to proceed, the property must be removed from the
Site Lease and Sublease that the County and LACCAL executed in 1997 to secure the
TECP.

To effectuate the removal of Parcel Q from the TECP Site Lease and Sublease, the
County must confirm and certify that the parcel’s removal will not impair fair market values
supporting the TECP Notes, the tax-exempt status of the TECP Notes, or the existing
credit ratings on the TECP Notes. A legal opinion is also required to confirm the validity
and binding nature of the County’s certifications.

Approval of the recommended actions will authorize the CAO to amend the Site Lease and
Sublease, obtain the required loan opinion, and take any other actions necessary to
complete the removal of Parcel Q from the TECP and move forward with the development
of Phase |.

Implementation of Strategic Plan Goals

The recommendations herein are consistent with the Countywide Strategic Plan goals of
service excellence and fiscal responsibility (Goals 1 and 4). The Grand Avenue Project will
provide for the downtown Civic Park, as well as a comprehensive, integrated development
of County-owned and other parcels and associated streetscape to provide rental payments
to the County and increased property tax revenues.

FISCAL IMPACT/FINANCING

The entire project is estimated by the Developer to cost $2.05 billion. Funding will come
largely from conventional construction debt financing, from equity investor CUIP (investing
CalPers funds) and potentially from parking revenue bonds secured by developer-provided
credit. In addition, public investments from the City, CRA and County are proposed for the
Project as follows.

City of Los Angeles

A Memorandum of Understanding (MOU) between the City of Los Angeles and the
Developer is scheduled to be considered by the City Council on February 13, 2007. The
MOU authorizes City staff to negotiate definitive written agreements, consistent with the
terms of the MOU, with the Developer. The terms of the agreement will provide for a
rebate of the City’s Transient Occupancy Tax (TOT) for up to 20 years and rebate of the
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City’s Parking Tax for up to 10 years in support of the Project. The total maximum public
investment from the City’s TOT and Parking Tax is estimated to be $66 million in net .
present value ($60.5 million in TOT and $5.5 million in Parking Tax). The DDA provides
that the City must approve such an MOU with the Developer no later than its approval of
the DDA for the DDA and lease documents to become effective and binding.

The City’s contribution is contingent upon the approval by the County, CRA, and Authority
of the Phase | Incentive Rent Agreement which provides that any revenues derived from
the Hotel and Retail Incentive Rent in connection with Phase | of the development will be
transferred by the Authority to the City in consideration for its contribution until the TOT
rebate is repaid. Incentive rent generated from the residential component of the Project is
not subject to the proposed Phase | Incentive Rent Agreement and will be distributed to the
County and CRA pursuant to the terms and conditions of the JPA Agreement.

On behalf of the Westin Bonaventure Hotel, the Law Office of Christopher Sutton filed a
letter of objection at the Los Angeles City Housing and Community Development
Committee (HCDC) meeting on February 6, 2007 objecting to the proposed subsidies for
the Project hotel and generally alleging the Project violates the Redevelopment Plan and
provisions of state and federal law. Despite these objections, the HCDC unanimously
approved the Project.

The City is also contributing to the Civic Park development State Proposition 40 grant
funds in the net amount of $970,000. .

CRA and County Public Investment

The CRA and County will contribute a public investment of $29 million comprised of $24.4
million from the CRA and $4.6 million from the County contributed to the Project principally
in Phase |I. A summary of the CRA and County Public Investment for the Project is
illustrated in the table below with a more detailed description of the publicly owned -
improvements included in Exhibit 6
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Table 4: CRA and County Public Investment Summary

item Cost Source
‘Affordable $10 million | Payable from CRA Low and Moderate Income housing
Housing funds for 100 affordable rental units (20% of total units)
Contribution Phase | only. Subsequent Phase housing assistance will be
limited to CRA low and moderate income housing tax
increment revenue generated by Project Phase | at
$100,000 per affordable rental unit and $200,000 per
affordable for-sale unit (both escalated at CPI for
subsequent phases).
Onsite Publicly | $12 million | Reimbursement of $7.4 million from site specific tax
Owned increment and $4.6 million in County funds (up to $3 million
Improvements to be repaid to the County from any excess CRA tax
increment from Phase 1) for: (i) public plaza at the Grand
Avenue level (approx. $8.7 million); (ii) elevators and
escalators (approx. $1.3 million); (iii) retail parking garage
waiting areas (approx. $0.3 million); public space amenities
such as seating, bicycle racks, water fountains, etc. (approx.
$0.4 million); and soft costs including design costs, permit
and inspection fees, etc. (approx. $1.3 million).
Offsite Publicly | $5 million | Bunker Hill tax increment funds eligible for repayment from
Owned excess parking revenues for: (i) utility services to property
Improvements line and other utility upgrades and relocations (approx. $0.3
million); (ii) required Phase | roadway widening (approx.
$1.7 million); (iii) EIR required traffic mitigations including
ATCS upgrades and improvements to Hill and 3rd Streets
(approx. $2.5 million); and (iv) soft costs such as
engineering and design costs, permits and inspection fees
(approx. $0.5 million).
Grand Avenue | $2 million |Bunker Hill site-specific tax increment revenue of $1 million
Streetscape in Phase | and $1 million in Phase II.
Improvements
TOTAL $29 million | $24.4 million from the CRA / $4.6 million from the County.
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Civic Park

In addition to the City providing State Proposition 40 grant funds for the development of the
Civic Park, the Authority, CRA, and County agree that the initial $50 million for Phase | and
for part of Phase Il Lease Acquisition Fees to be paid by the Developer will be invested in
the design and construction of the Civic Park improvements. The total project budget of
$50.97 million for the Civic Park improvements is more fully described in Exhibit 7.

Tax Increment

The Grand Avenue Project is anticipated to provide approximately $7.5 million in annual
property tax increment upon completion of Phase | of the project, increasing by two percent
annually. The County’s share of that increment will initially be about $3.5 million annually,
while the CRA’s share of the tax increment is estimated to be $3.2 million including the Low
and Moderate Income housing funds. The balance of funds in the amount of $800,000 is
to fund statutory city and non-city pass through requirements and administrative costs.

CRA and County Leasehold Acquisition Fee and Incentive Rent

As detailed in the table below, it is anticipated that the Developer will pay approximately
$148.5 million in Leasehold Acquisition Fees for all phases of the Project. Phase |
Incentive Rent related to the residential, retail, and hotel components of the project is
estimated to be $7 million in net present value over the initial 30 year term.

Table 5. Leasehold Acquisition Fee by Phase

Source | Phasel | Phasell | Phaselll |  Total
Condominiums $30,000,000 | $51,000,000 | $48,826,000 | $129,826,000
Rental Units 0 0 | 0 0
Affordable Units 0 0 0 0
Hotel 9,625,000 0 0 9,625,000
Anchor Tenants 0 0 0 0
Non-Anchor 5,155,000| 3,000,000 932,000 9,087,000
Tenants

Total $44,780,000 | $54,000,000 | $49,758,000 | $148,538,000

Note: Assumes all market rate housing will be built as condominiums and the Additional Residential
Development Option is exercised.
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Both the Leasehold Acquisition Fees and the Phase | Incentive Rents of the Project will be
distributed to the County and CRA at 67.8 and 32.2 percent, respectively, as allocated
pursuant to the fair market value of the County’s parcels (Q and W-2) as compared with
the CRA’s parcels (L and M-2).

Project Economic Analysis

The economic advisor for the GAC, Keyser Marston Associates (KMA), has conducted a
detailed economic analysis for each land use in Phase |, including hotel, market-rate
condominiums, retail, parking and affordable housing. KMA's analysis indicates that the
returns on investment, without public assistance, for the commercial components are below
industry standards for a Project with this level of complexity and risk. According to KMA,
the estimated profit margins for the market rate residential component are also below
industry standards for a Project of this magnitude with no existing comparable project in the -
downtown market.

A summary of the economic analysis prepared by KMA is included in Exhibit 8.

The Economic Assessment and Risk Analysis report prepared on behalf of the County by
Economic Research Associates (ERA) confirms the findings of KMA that the project is not
feasible without significant public assistance.

The ERA report is attached as Exhibit 9.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The Authority's and other agencies scheduled public hearings and meetings pursuant to
the disposition/lease of property pursuant to Health & Safety Code Section 33431 and
Government Code Section 25365 for the County of Los Angeles, has been noticed both by
combined and individual notices published in the Los Angeles Times, a newspaper of
general circulation.

The County's proposed transfer to the CRA of County properties for the Project is
authorized by Government Code Section 25365 which permits a transfer of County
property rights to a redevelopment agency by a minimum of four votes of the County's
Board of Supervisors.

A joint resolution is authorized pursuant to Section 33445 and 33421.1 of the Health &
Safety Code provides that a redevelopment agency may pay for the cost of the installation
and construction of any facility, structure, or other improvement which is publicly owned
either within or without the project area, if the legislative bodies make certain findings.
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The CRA's proposed lease and sublease to the Authority of CRA and County owned
properties is authorized by Health and Safety Code Sections 33430 and 33431.

ENVIRONMENTAL DOCUMENTATION

The Authority, as lead agency, prepared an Environmental Impact Report (EIR) for the
Project in compliance with the California Environmental Quality Act, the State CEQA
Guidelines, and applicable laws and local guidelines to inform public agency decision
makers and the general public about the Project and its significant environmental effects,
to suggest possible ways of minimizing those significant effects and to describe a
reasonable range of alternatives that could feasibly attain most of the basic objectives of
the Project, but would avoid or substantially lessen its significant effects. The County is a
responsible agency for purposes of action on the EIR.

A copy of fhe EIR and related environmental documents are included as Attachment J.

In addition to the Project evaluation of two development options, the "Project with County
Office Building Option" and the "Project with Additional Residential Development Option",
the following alternatives to the Project were evaluated: two variations of the No Project
Alternative, a Reduced Density Alternative, an Alternative Design addressing potential
significant impacts on historical resources in the Civic Mall and the significant view impacts
for locations south of Parcels L and M-2, and an Alternative Land Use alternative which
evaluated a predominantly residential use.

The Authority's public outreach efforts complied with and exceeded all CEQA
requirements. The Notice of Preparation (NOP) for the Draft EIR was posted and also
mailed to all owners and occupants within 500 feet of any part of the Project site, all
potentially interested public agencies and additional interested parties. Approximately
5,000 notices were distributed, and the NOP was posted on the Grand Avenue Committee
website. The Authority hosted a scoping meeting and open house on September 20, 2005
at the Cathedral of Our Lady of the Angels Center to solicit input.

The Draft EIR was completed and circulated for public review for 50 days between June
14, 2006 and August 3, 2006. The Notice of Completion and Availability of the Draft EIR
was issued broadly. It was published in the Los Angeles Times and approximately 5,000
notices were mailed, as well as posted on the Grand Avenue Committee website. The Draft
EIR was made available on CD and in hard copy and was available electronically through a
link on the Grand Avenue Committee website as well as at local libraries and CRA and
County offices. The Authority hosted a second open house and public meeting on July 18,
2006 during the public comment period.

At the completion of the Final EIR, a Notice of Availability (NOA) and copies of the Final
EIR were sent to all public agencies that submitted comments on the Draft EIR and also to
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all others who commented on the Draft EIR, to the extent their addresses were provided
with their comments. The Final EIR has been available at all the same libraries as the
Draft EIR and is available on CD, hard copy and electronically on the web through a link on
the Grand Avenue Committee website.

The Final Environmental Impact Report (“FEIR”) consists of the Draft EIR, dated June,
2006, with its Technical Appendices, and Comments and Responses to Comments,
Corrections and Additions, and the Mitigation Monitoring Program, dated November, 2006.

A summary of the environmental documentation is included as Exhibit 10.

There are Environmental Findings of Fact and a Statement of Overriding Considerations
for the Project for adoption as required by law. The remaining significant environmental
impacts of the Project have been reduced to the extent feasible, and the benefits of the
proposed Project outweigh the unavoidable adverse impacts. The benefits of the Project
are documented in the record, and include an updated analysis by the Los Angeles
Economic Development Corporation (LAEDC) on the regional economic benefits of the
Project.

The LAEDC report shows the Project to be a strong economic engine for the region. When
the Project is completed, direct and indirect business revenues are expected to increase
approximately $615 million per year; 5,900 permanent jobs will be created, generating
$165 million per year in workers’ earnings; and tax revenues to all taxing entities will
increase by $109.5 million per year. During the construction phases, 29,000 jobs will be
created, business revenues would increase by $4.3 billion, and taxes by $711 million.

A copy of the LAEDC Report is included as Exhibit 11.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

In Phase | of the project, development of County Lot 17 ( Parcel Q) will reduce available
Civic Center parking currently used for Superior Court jurors by 1,067 spaces, and public
parking by 149 spaces. Since juror parking continues to be a responsibility of the County,
replacement parking will have to be provided. Sufficient daytime parking is available in the
Walt Disney Concert Hall Garage to accommodate the jurors and the current public parking
with little or no impact on availability of public parking in the Civic Center area, and little or
no impact on the revenues derived by the County from paid public parking.

Upon the development of Phase Il of the Implementation Plan, Parking Lot 26 (Parcel W-
2) will no longer be able to accommodate paid public parking; however, there remains
sufficient daytime parking in the nearby Walt Disney Concert Hall garage to accommodate
those users. Due to the garage's proximity to Lot 26, as well as the limited amount of other
public parking lots in the area, we believe any net revenue loss to the County would be de
minimus.
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The development of the County Mall into a civic park will include park development on the
land now occupied by County Parking Lot 11, adjacent to the Clara Shortridge Foltz
Criminal Justice Center. Parking will be reduced by 349 employee and public spaces. The
employee spaces, about 159, can be relocated to Lot 10, below the Court of Flags. The
remaining spaces in Lot 11 are available to the public on a daily or monthly basis; thus, net
revenue from Lot 11 may be absorbed by other County parking lots, or be lost to other
parking vendors (or other transportation modes), at a County revenue loss of up to
$408,000 annually.

Depending on the outcome of subsequent planning and Board action, consideration is
being given to relocating County offices from the Kenneth Hahn Hall of Administration to
Parcel W-2 as part of the development of Phase lll of the project. The financial impacts,
as well as the effects on current services, of such a move on the County will be considered
if that project moves forward.

CONCLUSION

Upon approval of the recommended actions by your Board, please submit five fully
executed copies of the agreements to the Chief Administrative Office, Property
Development Section.

Respectfully submitted,

~~

DAVID E. JANSSEN
Chief Administrative Officer

DEJ:JSE
SHK:MDC

Attachments (10)

Exhibits (12)

c: County Counsel
Auditor-Controller

Internal Services Department
Treasurer and Tax Collector
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EXHIBIT 1 — Parcel Site Map
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EXHIBIT 2 — Grand Avenue Development Site Plan
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EXHIBIT 3 — Civic Park Plan
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EXHIBIT 4 - Comparison of Financial Terms

The table below compares the financial terms between the Implementation Plan (“IP”) and
Disposition and Development Agreement (‘DDA”), as a result of the negotiations between the Grand
Avenue Committee (“GAC”) and Developer.

COMPARISON OF FINANCIAL TERMS

Formula $75K/condo, $40/gla retail, No change
$35k/hotel room, $20K per
market apt (with CPI
adjustments)
Retail Anchor Exception No base rent for defined anchor |No change
up to 40% phase 1 retail, 25%
future phases
Anchor Tenant (1) Minimum 15 year lease, anchors on level 3 may be >
10,000 sf size minimums 5,000 sf; see bullet points
below
Projected Phase | Leasehold | $41 million $44.78 million®
Acquisition Fee
Deposit for Phase |l $9 million $5.22 million, (Balance of $50
Leasehold Acquisition Fee million minus Phase |
Leasehold Acquisition Fee)'

Anchor Tenant provision under the DDA continues to require an initial term of 15 years, however,
the Leasehold Acquisition Fee exemption to the Developer becomes permanent once the Anchor
Tenant has occupied and operated its business on the leased premises for at least seven (7)
years.

If the Anchor Tenant fails to occupy and operate the leased premises for the minimum 7 years,
and the space is not re-leased to a replacement anchor tenant, the DDA requires the Developer
to pay a lease acquisition fee in the amount of $40 per square foot multiplied by the space leased
to a non-anchor tenant.

Leasehold Acquisition Fee will not be payable to the Authority until: 1) the Developer leases at
least 75 percent of the space to non-anchor tenants; 2) the Developer is reimbursed from rental
income for all out of pocket costs (plus 8% interest) incurred in connection with the non-anchor
lease(s) (i.e. tenant improvements, leasing commissions and attorneys’ fees); and 3) the
Developer is reimbursed from future rents for the actual amount of lost rent at the original anchor
tenant’s rate for the space not leased, up to18 months.

The permanent Anchor Tenant exemption was negotiated by the GAC in order to provide
economic incentives to the anchor tenants to locate in the project in the initial phase.
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Hotel

2% Gross room revenues after
$200 Rev PAR is reached
(escalated)

2% Gross room revenues after
$320 Rev PAR is reached
(escalated)?

until year 11 at which point the
Rev PAR break point is zero

Projected Incentive Rent Year

Year 4

Year 3

Residential Condominiums

5% sales proceeds above $575
psf

5% sales proceeds above
$700 psf (T2) or $800 psf (T1);
or actual direct and indirect
development costs, whichever
is less for each condominium
unit sold 4

Retail 2% gross income beginning in No change
year 4
Apartments 2% gross income above No change

$40/psflyr, 2.5% above 45, 5%
above $50

1. Adjusted due to an increase in retail space and market rate condominium units to be sold as part

of Phase I.

2. Adjusted from $200 to $320 due to increased construction costs and change from a 4-star to a 5-

star luxury hotel.

3. Accelerated because of enhanced room rates from a 4 star to 5 star luxury hotel.

4. Adjusted for substantial cost increase in demolition, excavation and construction related to the
high-rise construction. The ultimate strike rate (the estimated breakeven point for construction) to
determine incentive rents to be paid to the Authority may be lower depending on the actual
development and construction costs incurred by the Developer not to exceed the $800 (Tower 1)
and $700 (Tower 2) thresholds identified in the DDA.
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EXHIBIT 5 — Buss Shelger Peer Review
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Peer Review — CBRE Appraisal
Grand Avenue Land Parcels (4)
Los Angeles, California



BUSS-SHELGER ASSOCIATES 865 5 Figueroa S

Real Estate Consultants & Advisors Los Angeles, California 90017
Telephone: (213) 388-7272
Fax: (213) 388-5276
E-Mail: bussshelger@pacbell.net

December 26, 2006

County of Los Angeles

754 Hall of Administration

500 W. Temple Street, Room 754
Los Angeles, California 90012

Attention; - Mr. John Edmisten
Chief Administrative Officer

Reference:  Peer Review — CBRE Appraisal
: Grand Avenue Land Parcels (4)
Los Angeles, California
Delegated Authority Management Number: AO-07-026

Our File No. 4015-06
Ladies and Gentlemen:
In accordance with our contractual agreement we have completed a review of the above referenced
Appraisal Report prepared by David A. Zoraster, MAI of CBRE as of September 1, 2006. The

following pertinent comments and observations are presented in conformance with the Uniform
Standards of Professional Appraisal Practice (USPAP) published by the Appraisal Foundation.

Date of Review

December 22, 2006

Reviewer’s Client

County of Los Angeles

Date of Value

September 1, 2006

Property Rights Appraised

Fee simple estate



Buss-SHELGER ASSOCIATES

Intended Use of Review

In addition to the County of Los Angeles, it is our understanding that the function of the
appraisal review will be to assist the City of Los Angeles/Community Redevelopment Agency
and The Grand Avenue Committee to assist in the allocation of potential ground rent.

Purpose of Assignment

Subject to the Scope of Assignment outlined below, the reviewer’s purpose is to examine the
appropriateness and reasonableness of analyses, opinions and conclusions contained in the
aforementioned CB Richard Ellis report of the subject land parcels.

Subject of Review

The subject of this study is four vacant or nominally improved sites located in the Bunker Hill
District of Downtown Los Angeles. The parcels are identified on the facing Plat Map.
Principal characteristics of the subject properties are summarized in the table below; the
densities shown are by concurrence of all parties involved.

Parcel Designation

Criteria M-2 L Q W-2 Totals
Land Area 39,367 59,600 140,263 87,991 327,221
Density 362,177 548,320 1,085,056 680,699 2,676,252

- FAR* 9.20 9.20 7.74 7.74 8.18

* Floor Area Ratio (Building to land ratio)

Proposed Development

Preliminary development plans for the entire complex are outlined in concise form below. The
project is to be constructed under the terms of a 99-year ground lease.

Four high-rise (30+ story) residential towers,
One 15-20 story office tower plus 400,000 sq. ft. of retail space, and

One 45-50 story hotel




Buss-SHELGER ASSOCIATES

Specific Assumptions

e Twenty percent of all residential units will be required to meet affordable housing
sale prices or rental requirements.

e An air space subdivision involving a plane 20 feet above the surface of General
Thaddeus Kosciusko Way connecting subject parcels M-2 and L will be approved,
resulting in an additional floor area of 146,886 sq. ft. (FAR) to be allocated
proportional between Parcel M-2 and Parcel L.

e The construction of a pedestrian bridge is required over General Thaddeus
Kosciusko Way connecting Parcels M-2 and L. The appraiser estimated the cost of
this bridge at $5,440,000 allocated between these two parcels.

e Each of the parcels is entitled to a 6.1 FAR by city code, a 1991 OPA allowed
unused density to be transferred to Parcels Q and W-2 increasing the density to
7.74:1. CRA has the right to increase density to 13:1, but elected to limit the density
on Parcels M-2 and L to 9.2:1 consistent with the high end of the marketplace.

Scope of Assignment

The task of the review appraisers was to review the above referenced CBRE appraisal in
relation to general methodology, relevance of market data, thoroughness of analysis, and
conformity with the Uniform Standards of Professional Appraisal Practice (USPAP) currently
adopted by the Appraisal Standards Board of the Appraisal Foundation, and to provide an
opinion as to the appropriateness/accuracy of the market value conclusions. '

Summary Conclusion

A critical review of the appraisal document and the analyses made leads to the conclusion that
the appraisal provides adequate support for the following as is estimates of market value on an
individual “stand alone” basis. '

Designation Market Value Conclusions
Parcel Total /Sq. Ft. FAR

M-2 $16,900,000 - $46.66

L $29,300,000 $53.44

Q $61,800,000 $56.96

CW-2 $35,400,000 $52.01

Prepared in the format of a Summary Appraisal, the CBRE report includes all relevant and
required sections. Ample descriptive information is presented relative to all of the pertinent
economic and development trends in Downtown Los Angeles.
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Downtown Los Angeles Overview

This section of the appraisal report provides a comprehensive study of the various elements
shaping Downtown and their influence on the status of this large urban center. Among the
principal topics are: traffic and transportation, government policy, redevelopment projects,
social problems, etc. "

This portion of the study also describes the various economic hubs, i.e. financial district, retail
activity, cultural attractions, lodging industry, etc. Particular emphasis is placed on residential
development, recognizing that it has experienced rapid growth in both conversion of older,
obsolete office buildings into residential lofts as well as a detailed discussion of new
apartment and condominium projects.

Comments
Descriptive and factual data demonstrate a thorough knowledge of the various
types of activities in Downtown Los Angeles. The information is
comprehensive, up-to-date and presented in a concise format. Of particular
interest are the statistical and trend studies pertaining to Downtown residential
rental and condominium units, including the tabulation of new condominium
. development both under construction and proposed.

Description of Subject Parcels

This section of the appraisal report consists of a detailed description of each subject parcel.
Included are easements, soils, street improvements, assessments and taxes, density, etc.

Comments .
A great deal of descriptive data is repetitive as numerous topics, i.e.: Soils,
Utilities, Assessment Method, Nuisances and Hazards are the same for each
parcel. Consolidation of these items would improve the readability of the
report without impeding on its quality.

Zoning and Land Use

This section of the appraisal outlines in detail the origin of the zoning of the Bunker Hill Area
component of the Central City Community Plan going back to May 2, 1974. It points out that
the current zoning permits most commercial, office, retail and most residential uses with a
likely density of 200 square feet of land area per residential unit.

Comments
The appraiser has thoroughly explored the zoning situation including
permissible densities, particularly as they are affected by the airspace
subdivision above General Thaddeus Kosciusko Way. Also included is a
discussion of the Owner’s Participation Agreement (OPA) as it affects the
development prospects of Parcels Q and W-2. '
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Highest and Best Use

Applying the standard tests in the development of the highest and best use concept, i.e.:
physically possible, legally permissible, financially feasible and maximally productive, the
appraiser arrives at the conclusion that multiple-residential development with limited ground
floor retail services represents the highest and best use of the subject land parcels.

Comments
We essentially concur with the appraiser’s conclusion concerning the highest
and best use analysis. Nevertheless, comments concerning the disparity
between the actual proposed mixed-use project and the appraiser’s highest and
best use conclusion would have been of interest. ’

‘Sales Comparison Approach

This section is of course the most vital part of the appraisal report. The eight items of sales
data are current. In terms of location and proposed development they provide an excellent
basis of comparison. Sales prices, terms and circumstances of the transactions were
thoroughly researched by the appraiser in the process of developing benchmarks on the basis
of per-square-foot FAR (building area ratio).

Comments
The market data program is comprehensive, very well documented and highly
competent in every respect. With references to the adjustment chart, we are
generally in agreement with the percentages applied for the individual
adjustment factors.

Concerning the Affordable Housing Adjustments, some clarification is needed
in that in connection with Sales No. 2 and 7A/B it is stated the buyer can meet
the requirement by, paying a $50,000 fee per unit (presumably to the
Community Redevelopment Agency), or by including the units on site. The
buyers are expected to pay the fee as this is preferable.

The subject development will receive a subsidy equal to $100,000 per
affordable unit. Reportedly the developer will still need to subsidize each unit
by an additional $50,000. The adjustment chart shows a uniform —12% for
each of the comparable sales; no adjustment is required for Sale Nos. 2 and 7

~ since the fees paid of $50,000 per unit are the same as the additional $50,000
per unit cost estimated for the subject property. Moreover, the —12%
adjustment used for Sales No. 1, 3, 4, 5 and 6 implies that these sites have no
affordable housing requirement.

The land area used for Sale No. 8 at 58,273 sq. ft. is not correct, it should be
76,437 sq. ft. The overstated FAR price of $85.80 should be $65.41 per sq. ft.;
when adjusted this translates to a comparable benchmark of $51.28 per sq. ft.,
this is consistent with the opinions formed.
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Supplemental Market Information

All of the data items listed in the CBRE report involved closed transactions. Independent of
the review process, we have assembled data on well-located downtown parcels involving
approved mixed use holdings, primarily residentially oriented to assist in ascertaining the
reasonableness of the conclusions reached. The two offerings are highlighted below:

Site No. 1

Location: North side of 8th Place, from Figueroa Street west to
Francisco Street

Ownership: L&R 845 Figueroa, LLC
Land Area: 122,343 square feet or 2.81 acres

Entitlements: None, currently a four-story parking structure operated by
the seller; potentially a project involving 734,058 square
feet can be developed.

FAR Pricing:  $60,000,000 or $81.73 per square foot

Comment: Highly optimistic price objective by the ownership, limited
interest at this high price. '

Site No. 2 -

Location: Southwest corner of Eight and Hope Streets
Ownership: CIM Group
Land Area: 62,068 square feet or 1.42 acres

Entitlements: Fully entitled for a 22-story tower inclusive of 320,809
square feet of residential space plus 20,343 square feet of
ground floor retail, visualized as a 180-unit condominium
project with average unit size of 1,800+ square feet. An
application is pending to increase the dwelling unit count to
225 units, potentially to be apartments with average size of
1,350 square feet. Approvals include 7 levels of parking for
708 spaces of which 319 are allocated to the adjacent
Market Lofts project now under construction.

FAR Pricing:  $14,400,000 or $41.01 per sq. ft.

Comment: The price is reduced due to the excess parking requirement
to be created on this site.
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Comments Concerning Reasonableness of Opinions and Conclusions

The CBRE appraisal of the subject properties is a thorough, complete and professional
presentation. It demonstrates the appraiser’s extensive knowledge of Downtown Los Angeles
including historical trends, land use controls and development trends.

Subject properties are four parcels of basically vacant land. Consequently, the method of
appraisal consists of the Sales Comparison Approach. Due to the rapid appreciation in land
values, the appraiser has used good judgment in excluding sales that have occurred prior to
2005. The information conceming the individual sales discloses an exceptional depth with
reference to the circumstances and conditions associated with these transactions.

Supplemental market information involving several well-positioned sites has been included
and related to the value conclusions expressed on a FAR basis. The additional indexes
bracket the subject opinions rendered, and while not entirely conclusive as the two sites are
not in escrow, they do bracket the CBRE opinions offered.

Although we acknowledge a divergence of views relative to some of the details and
assumptions presented in the CBRE appraisal report, it is our conclusion that the opinions of
market value set forth on the CBRE appraisal are valid and well supported. Accordingly, we
concur with the appraised values formed.

Further, it is our opinion that the CBRE report is in conformance with the Uniform Standards
of Professional Appraisal Practice (USPAP) published by the Appraisal Foundation.

Concurrence

As herein used, concurrence is defined as our opinion that the aggregate valuation of four
parcels reported herein by David Zoraster of CB Richard Ellis is likely to fall within a 10%
range of the probable values we would develop through complete, independent appraisals. A
10% variation between appraisers is generally considered a reasonable range of value and -
implies substantial agreement as to the most probable fair market value of the properties.




Buss-SHELGER ASSOCIATES

Certification

The following certification applies to the review of the CBRE appraisal addressing Parcels M-
2, L, O and W-2 Bunker Hill Sub-district, Downtown Los Angeles, California, dated
December 14, 2006. '

e The undersigned reviewers certify that they have personally inspected the
property described herein; that they have no past, present or prospective,
direct or indirect interest in or bias with respect to the subject property, nor
personal interest or bias toward the parties involved.

e The reported analyses, opinions and conclusions are the personal, unbiased
- professional opinions, and conclusions of the undersigned; employment in
this review is not in any manner contingent upon developing or reporting
predetermined results or otherwise contingent upon anything other than the
delivery of this report.

e This review assignment was not based upon a requested minimum
valuation, a specific valuation, or the approval of a loan.

e To the best of the reviewers’ knowledge and belief, all of the statements
contained herein, upon which the opinions and conclusions expressed are
based, are true and accurate; that no one provided appraisal review
assistance to the individuals signing this certification.

e Reviewers’ compensation is not contingent on an action or event resulting
from the analyses, opinions or conclusions in this review or from its use. '

e The reviewers’ analyses, opihions, and conclusions were developed and this
report has been prepared in conformity with the Uniform Standards of
Professional Appraisal Practice of the Appraisal Foundation.

Respectfully submitted, _
BUSS-SHELGER ASSOCIATES

W/VW/M 7

Ronald L. Buss, MAI Kurt S. Shelger, MAI
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EXHIBIT 6 — Publicly Owned Improvements

PARCEL Q PUBLIC SPACE IMPROVEMENTS

Public plaza at the Grand Avenue level, including paving, landscaping, $ 8,666,666
planters, railings, bollards, irrigation, water features, plaza stairways,

exterior lighting and associated fixtures;

Elevators and escalators, and related walkways, stairs and hardscape 1,333,333
areas, providing public pedestrian access from the public parking garage

levels through to the public plaza at the Grand Avenue level;

Reception/waiting vestibule areas in the retail parking garage Ievels that 277,778
connect to public elevators and escalators; :
Public space amenities, including benches and other seating, trash 388,890
receptacles, wayfinding systems, bicycle racks, water fountains, and .
other improvements typical in public spaces; and

Soft costs associated with producing the public improvements listed 1,333,333
above, for example: design costs and fees; permits and inspection fees;

and project management costs.

Total $12,000,000
PROJECT OFFSITE IMPROVEMENTS

Utility Services to property line and other utility upgrades and relocations; $ 277,778
Required Phase | Roadway Widenings; 1,722,221
EIR Required Traffic Mltlgatlons including ATCS upgrades and 2,444,442
improvements at Hill and 3™ Street; and

Soft Costs associated with producing public improvements listed above, 555,560
for example: design costs and fees and inspection fees, and project

management costs.

Total $5,000,000
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GRAND AVENE PUBLIC STREETSCAPE IMPROVEMENTS BETWEEN CESAR
CHAVEZ AND 5™ STREET

Phase I: Sidewalk widening, additional landscaping, paving systems, $1,000,000
benches, trash receptacles, street graphics and street walk way lighting;
and

Phase II: Sidewalk widening, additional landscaping, paving systems, $1,000,000

benches, trash receptacles, street graphics and street walk way lighting.
$2,000,000
Total
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EXHIBIT 7 - Civic Park Budget

TOTAL PARK BUDGET

Construction Costs
Demolition, Infrastructure, New Consctruction, Finishes, Landscape,
Artworks, Escalation, Contingency, General Conditions

Soft Costs

Program/Outreach/Planning

Business plan, Program Outreach, Designers, Presentation Materials,
Reimburseables;

Due Diligence and Technical Reports
Structural, Parking, civil environmental, Geotech, Traffic and Estimating
Consultants;

Park Design and Engineering
Architects, Landscape Architects, MEP, Structural, Civil, Lighting,
Acoustic, Life Safety, Parking, ADA, Art and other Consultants;

Project Management
Design Management at cost
Construction Management at cost

Other

Testing, Inspection, Legal, Presentation Materials, Reimburseables,
Contingency

Subtotal

Overall Project Contingency

Program Implementation
Final Program, Formation of Operating & Management Entitiy, Final
Business Plan, Office Startup, Ground Breaking and Opening

Total

$37,850,000

680,000

170,000

4,420,000

1,470,000

1,745,000

$8,485,000

$4,000,000

$635,000

$50,970,000
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EXHIBIT 8 — Summary of Economic Analysis by KMA
SUMMARY OF ECONOMIC ANALYSIS BY KMA

The overall Project consists of three phases spanning an anticipated nine-year period. The
total development costs for the three phases is estimated at $2.05 billion (including the
Civic Park and Parcel W-1). The Phase | component has an estimated development cost
of approximately $775 million. Several factors contribute to the above average construction
costs, including: the high-rise design across multiple levels; the incorporation of large
plazas; the proposed project labor agreement; and the extensive public improvements. A
detailed financial feasibility analysis was conducted for each land use in Phase |, including
hotel, market rate condominiums retail, parking and affordable housing. The CRA has
worked with several consulting firms to complete the financial analysis, including Keyser
Marston Associates, Katz Hollis, Seifel Consulting, PKF Consulting and Walker Parking
Consultants. Their analyses conclude that the Project is not feasible without significant
public assistance.

In summary, the financial analysis indicates that the returns on investment, without public
assistance, for the commercial components are below industry standards for a Project with
this level of complexity and risk. The estimated profit margins for the market rate residential
component are also below industry standards for a Project of this magnitude with no
existing comparable project in the downtown market.

Hotel Component

The hotel.in Phase | will be contained in the lower portion of a 50-story tower designed by
Frank Gehry. The Type | construction of the building resuits in substantial development
costs. As indicated in the table below, the hotel component has an estimated total
development cost of $185 million, or $665,000 per room. This figure includes the prorated
share of the ground rent attributed to the hotel development. Although high, the estimated
development costs for the Grand Avenue hotel are comparable to similar projects that are
in the late stages of pre-development or under-construction within the market area (defined
as Los Angeles County). Total development costs for comparable projects range from
$310,000 to $629,000 per room.

TABLE A: HOTEL DEVELOPMENT COSTS

Hotel Development Costs

Direct Costs $128,000,000
Indirect Costs $47,000,000
Land Costs $10,000,000

Total Development Costs $185,000,000
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The hotel component has a significant funding gap. Absent a significant infusion of public
investment, the hotel component does not meet current investment parameters. As
indicated in the table below, the return on costs (excluding any potential public assistance)
are projected to be in the in the 5% to 7% range during the first three years of stabilized
operation.

TABLE B: HOTEL RETURN ON COST

Year 1 Year 2 Year 3

Net Operating Income | $8,400,000 | $12,000,00 | $13,300,00
0 0

Return on Cost 4.5% 6.5% 7.2%

The Developer is negotiating with the City regarding a public assistance package, which
includes an offset of the City’s Transient Occupancy Tax (“TOT”") to address the funding

gap.

Retail Component

As indicated in the table below, the retail component in Phase | has an estimated total
construction cost of $142 million or approximately $556 per square foot of gross building
area. The total costs include a pre-paid ground rent and extensive off-site improvements
which can be attributed to the retail component.

TABLE C: RETAIL DEVELOPMENT COSTS

Retail Development Costs

Direct Costs $97,471,000
Indirect Costs $39,321,000
Land Costs $5,327,000

Total Development Costs $142,119,000

At stabilization, the retail component is expected to attain a net operating income (“NOI") of
approximately $13.7 million. Without public assistance, the return on cost for this
component would be below 10%, the minimum threshold for attracting capital for this type
of Project.

Public Parking

The Phase | public parking structure consists of 763 spaces allocated to the retail segment
and 137 allocated to the hotel. The parking garage has a total development cost of
$85,000 per stall.
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In order to attract patrons to the retail center, the parking rates must be competitive with
competing retail outlets. As a result the structure will have a significant amount of validated
parking, which will constrain the overall revenue stream. The financial analysis suggests
that the projected NOI from the parking structure will not be sufficient to cover the debt and
overall operating expenses without public assistance.

The Developer is negotiating with the City regarding a public assistance package, which
includes a rebate of the Parking User Tax, to address the funding gap. The City’s Parking
User Tax is expected to be repaid over time from parking income generated from the
structure.

Condominiums

Currently, it is estimated that there will be a total of 400 market rate condominiums in
Phase I. The total development costs for the 250-units above the hotel are estimated at
$854,000 per unit or over $730 per net salable square foot. The condominium units in the
mixed-use residential tower have a total development cost of approximately $655,000 per
unit or $675 per square foot of net building area. Despite estimated sale prices that
average $850 per square foot for the luxury condominiums above the hotel and $750 per
square foot for the mid-rise condominium units, the profit as a percentage of net sale
proceeds are well below industry standards, ranging from 7% to 10%. However, despite the
apparent slowdown in the local housing market, the residential component does have
significant upside potential.

Affordable Housing

Each phase of the Project is proposed to have, at a minimum, a 20% affordability
requirement, with all of the restricted units at Lower Income (60% of Area Median Income
("AMI™)) levels or below. The Developer’s obligation to provide the affordable housing in
Phases Il and Il is contingent upon the CRA'’ s ability to provide gap financing. The CRA
will provide Low and Moderate Income Housing Funds assistance of $100,000 per unit of
affordable rental housing and $200,000 per unit of affordable housing for sale with both
escalated per the Consumer Price Index (“CPI”). The CRA will provide an upfront $10
million loan for the Phase | affordable housing to be paid in four instaliments. The 20% site
specific housing trust fund dollars generated by all three phases, as well as any available
non-housing tax increment (80%) funds from Phases Il and |11, will be dedicated to fund up
to the unit maximum gap financial assistance for Phases Il and Il affordable housing.

For Phase I, the CRA will provide a $10,000,000 residual receipts loan with a term of 55
years at 3% simple interest for the development of 100 affordable units of rental housing,
of which 35% will be restricted for Extremely Low Income households (35% AMI or below)
and 65% for Very Low Income households (50% AMI or below). The affordable housing
unit and income mix is detailed below.
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TABLE D: PHASE | AFFORDABLE HOUSING UNIT/INCOME MIX

4% LOW INCOME HOUSING TAX CREDITS &MULTIFAMILY HOUSING PROGRAM (MHP) FUNDS

o Affo
. Very Low Very Low
35% 21 Very Low Very Low
40% - Very Low - $720 Low Income -
Low '
1) .
50% 48 Income 16 $900 Low Income 64
Low
0, - ’ - -
60% $779 | Income | $1,080 | Low Income
MGR 1 MRKT N/A - N/A N/A 1
70 30 | 100

In accordance with the DDA, the affordable units will be located on the lower levels on a
separate legal air space parcel, and the market rate condominiums will be located on the
upper levels of the mid-rise residential tower. However, occupants of the affordable units
shall have equal access through the same front entrance, parking elevator, parking garage
access, common ground floor building lobby and all other building common areas as those
occupants living in the market rate units.

The total estimated cost for the Phase | affordable housing component is $39.1 million or
$391,000 per unit. The affordable housing component has an estimated funding gap of
approximately $14.4 million. The CRA will provide the afore-mentioned $10,000,000
residual receipts loan and the Developer will provide approximately $4.4 million in equity.
The Developer intends to apply for 4% tax credits combined with Multifamily Housing
Program funds. As indicated in the table below, it is anticipated that the tax credits will
cover 56% of the total costs.

TABLE E: PHASE | AFFORDABLE HOUSING FUNDING SOURCES

Permanent Sources % Of

. Total
Tax Credit Equity $21,800,000 56%
Permanent financing $ 2,960,000 7%
CRA Residual Receipt Loan $10,000,000 26%
Developer Equity $4,375,000 11%
Total Development Costs $39,135,000 100%

grand avenue board letter for the feb agenda ver 2.doc




EXHIBIT 9 - Economic Assessment and Risk Analysis Report by ERA
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INTRODUCTION

Economics Research Associates (ERA) has been engaged by Los Angeles
County to prepare a market review and a risk assessment analysis of the proposed
Grand Avenue redevelopment project agreements. The focus of the work has
been to analyze carefully the “Grand Avenue Project Economics” memorandum
report prepared by Keyser Marston Associates (KMA) for the Grand Avenue
Committee. The Committee has received that report, last dated November 20,
2006.

A significant amount of additional documentation has been provided to
ERA as shown in the list at the end of this memorandum report. The most recent
document seen has been the Memorandum to the Community Redevelopment
Agency of the City of Los Angeles Board of Commissioners, prepared by the
CRA/LA staff and the Grand Avenue Committee Managing Director.

While a number of core issues do emerge, these are not new, and have

been evolving.

It does appear at this time that the next efforts must be to confirm the
approvals of the multiple agreements by the multiple bodies as soon as possible so

that the development team may proceed forward.

ERA has become very aware of the Disposition and Development
Agreement (DDA) performance schedules and the estimated costs of development
increases, and the several contingencies which are described in detail in the

complex multiple documents.

This memorandum report is contemporary as of January 24, 2007. Prior
working paper materials have been provided to the Los Angeles County Chief

Administrative Office, and are now updated to the current report.

Economics Research Associates Grand Avenue Redevelopment Project
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FOCUS PRIMARILY UPON PHASE 1 (PARCEL Q)

Based upon the KMA analysis, and directions from the Los Angeles
County CAO staff, ERA has focused essentially upon the market potentials and
the possible risks of commencing Phase 1 in late 2007 with potential completion
in 2011. Indeed, it is very apparent that the initiation of construction in late 2007
must occur; otherwise, further cost escalation, reputational delay, and other issues

may dilute the success of the proposed development.

Overall, the most recent time schedule shown in the CRA/LA Board of
Commissioners report defines Phase 2 (Parcels L and M-2) as being constructed
in 2012-2014. Thereafter, Phase 3, concerning Parcels W-1 and W-2 may occuf
during the same time frame of Phase 2, or may begin in 2014 and extend to 2016.
These are very long-term ventures. Therefore, it is key to focus immediately

upon commencing Phase 1, Parcel Q.

CORE ISSUES

Over the last three years, many things have occurred regarding the Grand

Avenue development designs, phasing, and costs. ERA notes the following:

A. The initially adopted Implementation Plan has now been
superseded by the Disposition and Development Agreement. If the
development project is to be successful as proposed, the DDA

should be authorized as quickly as possible.

B. Design changes have occurred as architectural concepts have

evolved. Thus, development costs have also risen.

C. As is noted elsewhere in this report, the downtown Los Angeles

condominium market demand has been changing for the last year.

D. The Related Companies and the Grand Avenue Committee have
determined that development feasibility depends upon the City’s

contribution of transient occupancy tax revenues and parking tax

Economics Research Associates Grand Avenue Redevelopment Project
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revenues to the development in order to retain its feasibility. As of
January 17, 2007, this set of incentives is under review by the City
of Los Angeles and the approving parties. If, as stated by many of
the reports, this is essential to moving forward, then it should be
approved and the multiple entities should agree to the Disposition
and Development Agreement (DDA) as quickly as possible. It
should be noted that the City is requesting that the County forego
its portion of Hotel and Retail Incentive Rents from Phase I (Parcel
Q) in order to pay back a portion of the Transient Occupancy Tax

which may be offered to the developer.

The approval of the DDA by all parties will set the primary
framework for the Related Companies and their investment

partners to proceed in 2007, as scheduled.

E. Escalating costs of construction, primarily due to construction
materials increases, will not end, but have become reduced in
incremental scale very recently to between 8 and 10 percent per
year, rather than the 25 to 30 percent per year previously
experienced from 2003. ERA understands that the developers
projections forward of costs do reflect the realities of costs

escalation.

F. It is important to note that the County of Los Angeles has the right
to withdraw Parcel W-2 from the agreement, up to the later of
either July 1, 2008, or 18 months from the execution of the DDA.
If the County does determine to withdraw Parcel W-2 from the
development agreement with the Related Companies, that will
have an impact on Phase 3 development viability. Note, however,
that it is our understanding at this time that Phase 1 (Parcel Q)

must stand alone regarding its own viability.

Economics Research Associates Grand Avenue Redevelopment Project
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As presently defined, Phase 3 has two options: the first option
provides for significant additional housing product for both market
rate and affordable housing. The second option provides for the
development of more than 600,000 square feet of office space,
which would replace more than 600 dwelling units that might be

otherwise developed.

G. As a form of assurance that the development project phases will be
completed, the Disposition and Development Agreement (page 64)
contains both Completion Guaranty (Section 417) and Completion
Bonds (Section 418) requirements which obligate the developer
entity to provide such commitments at the initiation of each phase.
Also, further research by ERA has found that it is a common
practice of the funding partner (CUIP) to obligate the developer to
complete individual phases as well. These circumstances appear to
substantially strengthen the probability of delivery of completed

phases.

MARKET ASSESSMENT

After having carefully read the KMA memorandum of November 20,
2006, ERA researched the viability of condominium markets and of the hotel and
retail markets for the Grand Avenue project. Attached hereto are the separate
memorandum findings of the contemporary circumstances and their likely near-
term evolution. ERA finds that both markets are essentially reasonable, but that
the return on investment for the developers will be moderate and probably
somewhat lower than industry standards and desires. ERA also does note that the
performance period in the DDA for the delivery of sequences of Phase 1 has been
extended beyond that which was initially anticipated in the implementation plan
of 2005.

Economics Research Associates Grand Avenue Redevelopment Project
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Overall, ERA agrees with the several cautions and concerns clearly
defined by the KMA memorandum. This information is known to all of the

participating parties, and sets the challenge for commencing implementation.

MOVING FORWARD

ERA recommends that for the development project to be a success as
proposed, the parties who are engaged in approving the Disposition and
Development Agreement, and all of the relevant‘ accompanying agreements,
should act as quickly as possible in the next 30 days. We do understand that it
will take some time for the City to draft and approve the proposed Community
Taxing District (CTD) for the Phase 1/Parcel Q site. That commitment, however,

should be agreed to at this time.

Without the consolidated very near-term approval by all of the
governmental parties, the lack of the primary authorization framework will delay

and possibly dilute the viability of proceeding now to construction.

OBSERVATIONS

Is there risk? Yes. Can it be overcome? Yes, so long as the real estate
markets do not stumble significantly; there is no indication of that at this time.
Should the City provide the incentives requested? Yes, although the actual
financial impact will be only modest. What are the most important risks to the

County of Los Angeles:

A. The County is leasing its parcels for the very long term. This land
has been within the Bunker Hill Redevelopment Project since
initial approval in 1959. The parcels have been used for decades

as surface and structural parking for public purpose uses.

B. The County is providing a modest amount (about $4.6 million) to

the development project in cash resources, as well as the Phase I

Economics Research Associates Grand Avenue Redevelopment Project
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Hotel and Retail Incentive Rents payback to cover a portion of the

city’s transient occupancy tax transfer to the developer.

C. The County does have the option up to July 1, 2008 (or until 18
months after the DDA is finally authorized—whichever is later) to
withdraw Parcel W-2 and develop it or hold it for itself.

D. Could the developer team ask for more City and County subsidies?
Yes, that may be a possibility but should not occur until very
significant further difficulty is clearly documented and not

resolvable within the existing proposed agreements.

E. Is there a risk if the development project starts and then stops?
Yes. But such circumstances are usually overcome by transfer to
other developers—and there was competition to be selected to
carry out this development. Is there a challenge to the viability of
a development so significant that it might not be completed?
Perhaps, but there are phases within the three phases. Also, the
Los Angeles downtown market has shown developer capacity to
exercise flexibility as real estate product type market demand

evolves, recovers, and returns.

Why does ERA recommend proceeding forward now? The senior staff of
our firm who have participated in this assessment are long-time redevelopment
economics consultants, and have substantial experience with the Bunker Hill
redevelopment project as well. The cost of waiting delays projects and sometimes
derails them. Achieving consolidated approval of the documents group as soon as
possible will set a threshold for performance. That must be the core challenge of

the moment, and it should occur.

DOWNTOWN CONDOMINIUM KEY MARKET FINDINGS

* Better quality new high rise condominjums are selling around $700 per
square foot in the downtown, mostly in the Staples/South Park
vicinity.

Economics Research Associates Grand Avenue Redevelopment Project
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e Typical quality new condominiums are selling around $550 to $600
per square foot.

¢ Resales of good quality condominiums built in the 1980s are ranging
around $575 per square foot.

¢ Following rapid appreciation, very strong sales, and limited supply
during 2003-2005, since early 2006 sales have slowed as additional
supply has entered the market.

e In response to slowing sales, the general decline in the regional
housing market, and rising construction costs, several downtown
condominium projects have been postponed and no major excess in
supply is anticipated.

¢ There will be up to 200 luxury condominiums located atop the under
construction Ritz Carlton/JW Marriott Hotel in the L.A. Live project .
Pricing is unknown, but expected to be around $950 per square foot.

o The Downtown condominium market has slowed, existing home
prices have declined slightly over the past six months, and many new

housing projects have reduced their prices significantly to generate
sales activity.

e The Los Angeles’ principal luxury high-rise condominium market is
the west Wilshire corridor, where resales for better quality large units
now average $850 per square foot. The newest projects average close
to $1,100 per square foot.

e There are 20 condominiums of 3,500 square feet each atop the under-
construction Montage Hotel in Beverly Hills, proposed at over $1,500
per square foot. These are not meaningful comparables because of the

small number and close proximity to the prestigious residential areas
of Beverly Hills.

¢ Luxury condominiums atop a luxury hotel is a product with proven
market appeal, having been successfully developed in New York,
Boston, Chicago, Washington DC, Dallas, and other cities. The
Residences at the Ritz Carlton in downtown Dallas average over 3,500
square feet and sold for $800 per square foot, in a general housing
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market characterized by prices half that of comparable Los Angeles
properties. The St. Regis Residences near Yerba Buena Gardens in
San Francisco rapidly sold out 102 units in late 2005 at prices
averaging $1,150 per square foot.

CONCLUSIONS

e The subject site offers differentiated locational attributes relative to the
numerous new condominiums in the south end of downtown. Lacking
the activity of Staples/L.A. Live, the subject site’s more serene
environment, higher elevation, and proximity to cultural facilities and
major corporate offices will be préferred by some buyers.

e Prices for downtown condominiums will be driven up by cost
pressure, but with the result of reduced absorption. We anticipate 2 to
5 percent annual increases in prices over the coming several years.

e Assuming all the various elements of the project are under
construction (at the end of 2007), we would project attainable pricing
for the 21-story condominiums at $800 per square foot (for Tower 2 of
Phase I), at time of sale averaging three years from today. This
equates to an average price of $780,000.

» Based on the projected costs of development, this would yield a profit
margin of 11.6 percent on sales, which is a relatively thin projected
profit margin considering the risks involved. However, as noted
previously, the cost projections appear on the high side which suggests
a more acceptable profit margin of over 15 percent.

e [If they begin construction within the coming year (later in 2007), the
proposed condominiums atop the luxury hotel will compete indirectly
with the condominiums atop the Ritz Carlton at L.A. Live for affluent
buyers seeking hotel amenities. However, with an average size of
1,150 square feet, the Grand Avenue (hotel) condominium units are
not oriented towards the luxury permanent home market. Greater
market coverage and reduced internal competition would be achieved
if the mid-rise units were slightly smaller and the hotel units slightly
larger.

Economics Research Associates Grand Avenue Redevelopment Project
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* At present, the Bunker Hill area does not offer an appealing residential
environment as in the other cities where this luxury development form
has been successfully undertaken. Completion of the retail complex,
luxury hotel, public park, and other residences, connecting with the
existing surrounding amenities, will create a much more suitable
residential environment.

e The proposed units in the Grand Avenue Project Tower 1 of Phase I
are estimated to support an average selling price of $925 per square
foot, or $1,075,000, assuming sales averaging three years from today,
and very high quality finish. This would generate an 18.5 percent
profit margin based on estimated costs.

¢ Given the uncertainty in the overall Los Angeles housing market, and
the greater uncertainty in the downtown condominium market where
construction costs are an additional source of risk, the development of
luxury condominiums at a price level unprecedented in the downtown
appears to be a risky venture. A projected 18.5 percent profit margin
is probably around the minimum that would be considered attractive to
investment capital.
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DOWNTOWN HOTEL KEY MARKET FINDINGS

e Hotel occupancy in the downtown area has been on the increase since
2005. As of mid-year 2006, occupancy rates for all downtown hotels were
in the low 70 percent range. Citywide, hotel occupancy rates average
approximately 75 percent.

e Other five-star hotel properties within the Los Angeles market are located
primarily in Beverly Hills, Century City, West Los Angeles and Santa
Monica. At the moment, it is not uncommon for hotel guests who are
seeking high-end accommodations to stay in one of these locations and
“commute” to the downtown.

e At present, the downtown area has two hotels which are rated as 4-
diamond facilities (AAA rating). There are no five-star properties in the
downtown area.

o The Hilton Checkers with 188 rooms. Room rates range from $150
to $300 per night.

o The Omni Hotel on Bunker Hill with 453 rooms ranging from
$139 to $275 per night.

¢ Related’s projected development costs at $450,000 per room are high, but
within reason for creation of a five-star property.

¢ Related has priced their stabilized average daily rate (ADR) at $350 in
today’s dollars. Currently five-star properties in various west-side
locations average $400 ADR’s, so Related’s pricing assumption is lower,
but probably necessary given the lack of high end retail and restaurants
nearby and the pioneering nature of establishing a five-star hotel in the
downtown area.

e [s Parcel Q a good location for a hotel? Yes in general, due to the view
(e.g. its on top of Bunker Hill), it is adjacent to significant cultural
facilities and there is a substantial supply of corporate-oriented office
space surrounding it.

e The hotel in the Grand Avenue project will have competition from the
AEG Development L.A. Live project adjacent to the Staples Center. This
project as originally proposed will include 216 luxury residential
condominiums, an 876-room Marriott Marquis hotel, and a 124-room Ritz
Carlton hotel, positioned as a five-star boutique hotel. This project is set to
open in 2009 to 2010. This past month, on December 16, KB Urban, the
project’s original residential developer, announced that they would be

Economics Research Associates Grand Avenue Redevelopment Project
ERA Project No. 16919 Page 10



opting out of further participation. AEG has indicated that they will now
develop the project entirely on their own.

e In addition to the AEG development, there are several other proposed
boutique hotels projects contemplated for the downtown, including:

o 308 Olive Street — boutique hotel and condominiums

o Metropolis in the South Park district with a planned 480 hotel
rooms

o The Gansevoort West rehab of the former Embassy Hotel on South
Grand Avenue. 175 rooms planned as a boutique hotel

o In addition to the proposed additions, the Wilshire Grand Hotel is
currently undergoing a $40 million renovation.

¢ ERA agrees with KMA’s conclusions regarding projected hotel returns.
Without an operating subsidy, the hotel project is not likely to achieve
threshold market returns on its investment. This is due to the high project
constructions costs and the likely competition for guests that it will face
from the other planned luxury hotel property in the South Park district.

DOWNTOWN RETAIL KEY MARKET FINDINGS

e Phase 1 of the project plans for nearly 215,000 net square feet of retail
space devoted to a food market, bookstore, health club, specialty retail,
restaurants, and event space.

e With the possible exception of the restaurants, these types of tenants
are generally considered local-serving (e.g. serving the residents of the
project as well as residents of other nearby residential districts).

e At the moment, there is a pent-up market for these types of retailers in
the downtown area. As more new residents are added to the downtown
area, demand for retail goods and services will continue to increase.

¢ National retailers in the downtown area are sparse and the first major
grocery store to locate in the downtown since the 1950’s is slated to
open in 2007 in the South Park area (a 50,000 square foot Ralphs).

e Currently, major downtown retail is confined largely to the area
around the financial district with the Macy’s Plaza at Seventh and
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Flower streets, and the outdoor mall at Seventh and Figueroa streets,
called 7 + Fig.

s Significant planned retail projects include retail and restaurant space at
the L.A. Live development as well as a proposed 250,000 square foot
lifestyle retail center at the Figueroa Central project. In addition,
numerous residential projects have plans for ground floor retail and
restaurants.

* KMA'’s memorandum indicates that projected retail rents for the Phase
1 project will range from $25 to $70 per square foot per year, with
average rents projected at $39 per square foot (in 2006 dollars). This
is consistent with current asking rents for better quality retail space in
the downtown area.

o Direct development costs for the retail building are indicated at $381
per square foot. ERA believes that these costs are quite high in relation
to the type of tenant mix proposed. It should be possible to construct a
very high quality shell and core as well as to provide a healthy tenant
improvement allowance for $275 per square foot or less.

e KMA’s assessment of the developer’s proforma assumes that a
minimum of 10 percent return on cost should be used as a benchmark
to assess development viability. It has been ERA’s experience that
recent large-scale property purchases made by REITS and other
institutional investors have had the effect of driving down
capitalization rates and subsequently market expectations for project
yields. Project returns in the 9 percent range should be sufficient to
attract investors to this component of the project.
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RECENT DOCUMENTS SEEN AND READ

January 4, 2007

December 19, 2006

November 20, 2006

November 3, 2006

September 7, 2006

November 8, 2006

September 18, 2006

June 2006

August 9, 2005

Report to the CRA/LA Agency Commissioners
concerning DDA approval recommendations for Grand
Avenue.

Market Value Appraisal Summary Report concerning
Grand Avenue Project Parcels, prepared by CBRE.

Grand Avenue Project Economics, prepared by Keyser
Marston Associates. (Draft revised from November 8§,
2006 version.)

The Grand Avenue Plan: Economic and Revenue
Impacts; 2006 Update, by Los Angeles Economic
Development Corporation.

Master Pro Forma Draft for Grand Avenue, Parcel Q
only. (Confidential)

Working Papers — Development Pro Forma 1.0 “Grand
Avenue Affordable.”

Grand Avenue Disposition and Development Agreement
(“DDA”) between the Los Angeles Grand Avenue
Authority and Grand Avenue L.A. LLC (the developer).

Project Description (Section II) of the Grand Avenue
EIR, prepared by PCR.

Approval of Related Companies Grand Avenue
Implementation Plan by the Los Angeles County Board
of Supervisors.
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EXHIBIT 10 — Environmental Documentation Summary

ENVIRONMENTAL IMPACTS, MITIGATION MEASURES AND
STATEMENT OF OVERRIDING CONSIDERATIONS

Issues known to be of concern to the community and issues raised in the comments and
addressed in the responses to comments in the Final EIR include impacts both during
construction and operation of the Project. Topics of interest include traffic, parking,
pedestrian linkages, view impacts, air quality, noise, school and library capacity, known and
potential historic resources of the Civic Mall and surrounding area, activities in the
expanded park, impacts on the homeless population, energy impacts, and the need for
downtown affordable housing and jobs, and job training.

The following environmental impacts were determined to be significant and unavoidable
even after the imposition of all feasible mitigation measures, as well as regulatory
measures and project design features and conditions of approval relating to construction
conditions imposed by the Authority: (1) land use and zoning impacts, due to the need for
zoning and variances from the City; (2) traffic impacts during Project construction and
operation (traffic impacts during operation of the Project affect more intersections in the
County Office Building Option); (3) parking impacts due to inability to comply with certain
City residential parking policies; (4) view impacts; (5) historical resources, depending on
final design and ability to comply fully with federal guidelines on rehabilitation; (6) air quality
impacts during Project construction and operation; (7) noise impacts during Project
construction; (8) police services (cumulative basis only); (9) shade and shadow impacts
(cumulative basis only); (10) library services (cumulative basis only); and (11) impact on
parks and recreational uses in the current civic mall during Project construction. The
impacts identified in Items (1) through (7) and ltem (11) are significant and unavoidable on
a project-specific and cumulative basis.

As set out in the Authority's Statement of Overriding Considerations these remaining
significant impacts have been reduced to the extent feasible, and the benefits of the
proposed project outweigh these unavoidable adverse impacts. Among the overriding
benefits of the Project are the substantial economic benefits of the Project to the entire
region, as analyzed by the Los Angeles Economic Development Corporation (‘LAEDC”) in
its 2006 updated report on the proposed Project for the Grand Avenue Committee
(Attachment J). The Project is projected to generate a total of $615 million in direct and
indirect revenues annually, as well as generate up to 29,000 direct and indirect
construction jobs over the life of construction and up to 5,900 permanent jobs, both on-site
and in the region. An estimated $105 million in annual tax revenues are projected to be
shared by all levels of government. In addition, the Project will create housing downtown
including affordable housing with long term affordability covenants and will improve the
jobs/housing balance, will implement numerous objectives of the Bunker Hill
Redevelopment Plan, will create public open spaces, an expanded and revitalized Civic
Park, and will enhance pedestrian access and activity as well as public transit use.
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Conditions of project approval require the Developer to ensure conformance with the
conditions of approval imposed by the Authority on the Developer, Project design features
and Project regulatory measures (as set out in Exhibit 12), as well as Project mitigation
measures contained in the Mitigation Monitoring Program in the Final EIR. Included on the
conditions of approval imposed by the Authority is the requirement that the Developer meet
on an on-going basis with the Music Center, Superior Court and Colburn School to best
ensure their activities will not be significantly disrupted by project construction. As set out
in the EIR, mitigation measures are identified which would lessen otherwise significant
project impacts while regulatory measures are required by applicable law, regulation or
agency practice for an impact which is less than significant and project design measures
are incorporated design features for impacts which are less than significant.

The Mitigation Monitoring Plan identifies the manner in which compliance with the
measures adopted to mitigate or avoid potential adverse impacts of the project to the
environment will be implemented and enforced. The Mitigation Monitoring Program is
augmented by the Regulatory Measures, Project Design Features and other Authority -
imposed conditions of approval relating to construction procedures to ensure ease of
tracking compliance with these other conditions of approval. An errata sheet is also
included in the FEIR which corrects some non-substantive instances of inconsistent
wording within the document.

The EIR also includes a land use equivalency program indicating which future updatlng of
land uses could be made without adding environmental impacts.
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EXHIBIT 11 — LAEDC Report
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THE GRAND AVENUE PLAN—2006 UPDATE
Executive Summary

Downtown Los Angeles is reinventing itself. Several major venues have been built in
recent years, and more are in the works, all designed to attract visitors to the area.
Downtown is also in the midst of a housing renaissance. Residents and visitors alike will
walk the streets, visit the new shops and entertainment spots, and dine at a variety of new
restaurants in the “new Downtown.”

The Los Angeles Grand Avenue Authority has embarked on an ambitious plan to
transform upper Grand Avenue and to revitalize the city’s Civic Center area. The
Authority was established by a joint powers agreement between the City’s Community
Redevelopment Agency and Los Angeles County. The 2006 Grand Avenue plan
contains three elements. The first consists of changes and improvements to Grand
Avenue itself, designed to attract more pedestrian traffic. The second element involves
the creation of a large public park in the Civic Center area, stretching from the LADWP
building to City Hall. The third element is the construction of several new residential and
commercial structures on the last undeveloped parcels in the Bunker Hill Redevelopment
Area.

The Grand Avenue Authority selected The Related Companies to prepare a development
plan for the third element. Related proposes to develop the area primarily as residential,
- together with a hotel, retail, restaurants, and parking. As currently planned, construction
work will proceed in three phases. Phase One includes the Civic Center park, about one-
half of the streetscape improvements, and construction of two major structures on parcel
Q at the southeast corner of Grand Avenue and 1* Street. Tenant uses will include the
hotel, some retail and restaurants, an event facility, and 500 residential units. Phase Two
will also include streetscape work, 850 residential units, and some retail/entertainment on
parcels L and M-2 just south of Disney Concert Hall. Phase Three will see construction
of several primarily residential structures on parcel W, which lies just east of parcel Q.

This report, prepared by the LAEDC’s consulting unit, updates our earlier estimates of
the economic and fiscal impacts associated with Related’s plan. The economic impact is
based on the projected increase in annual economic activity inside the plan area. The
fiscal or revenue impact consists of the tax revenues derived annually from this activity,
which will be received by the federal, state and various local governments. There also
will be large, one-time economic and government revenue impacts from the construction
phase. These impacts are described below.
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Grand Avenue Economic Impact Study—2006 Executive Summary

ANNUAL ECONOMIC AND REVENUE IMPACTS

The LAEDC conducted a careful analysis of Related’s proposed Grand Avenue plan.
Several types of economic activity will occur in the new buildings, and they will generate
ongoing economic impacts year after year. (1) The hotel and other business tenants in the
new plan area buildings will hire employees and order supplies and services from
vendors as they produce and sell their wares. (2) Almost 5,700 residents will live in the
new buildings and will spend their incomes on consumer goods and services. (3)
Employees—including those working in the plan area as well as those working for
vendors located elsewhere in Los Angeles County—will spend their earnings on
consumer goods and services.

The LAEDC’s estimates of the ongoing annual economic and government revenue
impacts associated with Related’s plan are displayed in Table A below. [Note: all
estimates in this report are expressed in dollars of 2006 purchasing power.

Table A
Ongoing Annual Economic Impact
(in 2006 $)
Direct Rents and Revenues $253,000,000
Direct and Indirect Business Revenues $615,000,000
Direct and Indirect Jobs 5,900
Direct and Indirect Workers’ Earnings (Pre-Tax) $166,000,000

Ongoing Annual Incremental Government Revenue*

(in 2006 $)
Level of Government
-- Federal $73,900,000
-- State (General Fund) $21,700,000
-- County** $5,700,000
-- Local (Cities)*** $8,200,000
-- Total Tax Revenues $109,500,000

*Details may not add to total due to rounding.
**LA County includes Metropolitan Transportation Authority share of sales tax.
***City of Los Angeles accounts for about 93% of “Local (Cities)” amount.

Annual Economic Impact: Businesses located in the plan area are expected to receive
about $253 million directly in annual rents and revenues, including retail and restaurant
sales, hotel receipts, parking charges, residential and commercial space rents, and various
fees charged by the buildings’ property managers.

However, the direct economic impact downtown is not the whole story. Because many of
the employees and the business vendors will be located elsewhere in the Los Angeles
region, the Grand Avenue plan will generate indirect impacts that will be felt throughout
Los Angeles County. The LAEDC estimates that Related’s vision for the Grand Avenue
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Grand Avenue Economic Impact Study—2006 Executive Summary

plan area will generate indirect business revenue impacts of about $362 million. Thus,
fotal business revenues in L.A. County associated directly and indirectly with the
economic activities of the residential and commercial tenants of the Grand Avenue plan
area will be about $615 million. An estimated 5,900 employees will work for the firms
that realize these revenues, earning about $166 million in pre-tax wages and salaries.

Annual Revenue Impact: Many governmental bodies will benefit from all this activity.
The federal government will receive substantial tax revenues each year. The direct and
indirect employees will pay about $47 million in personal income taxes, with 81% going
to the federal government and the rest to California. In addition, the Social Security and
Medicare trust funds will receive an extra $35 million annually. California and local
governments will divide almost $17 million in incremental sales tax revenues. The hotel
and the new Grand Avenue merchants will collect some of the sales taxes, while the rest
will be generated through purchases of taxable goods by residents and employees. In
addition to sales tax revenues, the City of Los Angeles will collect about $6.4 million in
business, utility, hotel, parking, and property taxes.

Phase One Annual Impact. The Grand Avenue Authority asked the LAEDC to estimate
the economic and fiscal impacts associated with Phase One of The Related Companies’
development plan. These impacts are substantial. Phase One business tenants will take
in about $144 million in direct rents and revenues. The total economic and revenue
impacts include the following (expressed in 2006 dollars):

> About 3,100 new permanent (direct and indirect) jobs in Los Angeles
County; '

> $85 million in annual wages and salaries; and

> $310 million in total (direct and indirect) business revenues.

Phase One economic activity will generate $58.6 million per year in taxes, including:
> $36 million in federal income and FICA tax revenues;
> $12 million in California income and sales taxes;

> $4.6 million in property, sales and use tax revenues for Los Angeles
County (including the MTA); and

> $6.4 million in sales taxes, business taxes, hotel, utility, parking and
property taxes, to be split among various cities in L.A. County, mostly
the City of Los Angeles.
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Grand Avenue Economic Impact Study—2006 : Executive Summary

ONE-TIME IMPACTS FROM CONSTRUCTION

In addition to the recurring annual impacts described above, significant, one-time-only
economic and revenue impacts will be associated with construction of the Grand Avenue
plan. These impacts will arise from the creation of numerous construction jobs and from
taxable purchases made by both the contractors (for building materials, supplies,
equipment, and services) and their employees (for consumer goods and services).

Construction—All Three Phases. The Grand Avenue plan envisages a number of
construction projects, whose total cost is currently estimated to be about $2.1 billion.
The economic and revenues impacts associated with such a huge plan are also big:

> 29,000 annual FTE (full-time-equivalent) jobs;

> ‘About $1.2 billion in wages and salaries; and

» $4.3 billion in total (direct and indirect) business revenues.
Grand Avenue construction will generate a total of $711 million in taxes and fees,
including:

> $551 million in federal income and FICA taxes;

» $131 million in California personal income and sales taxes;

> $11 million in sales and use taxes for Los Angeles County (including
the MTA); and

"> $19 million in sales and use taxes, business taxes, construction permits
and fees to be split among cities in L.A. County (mostly Los Angeles).

Construction—Phase One Only. The one-time construction impacts for Phase One are
smaller than those itemized above but still substantial:

> 9,900 new jobs;

> About $396 million in annual wages and salaries; and

> $1.5 billion in total (direct and indirect) business revenues.

Phase One construction will generate a total of $243.1 million in taxes, including:
> $188 million in federal income and FICA tax revenues;
» $45 million in California personal income and sales tax revenues;

» More than $3.7 million in sales and use tax revenues for L.A. County
(including the MTA); and

> About $6.5 million in sales taxes, business taxes, and construction
permits and fees, to be shared among cities in L.A. County (mostly
Los Angeles).
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THE GRAND AVENUE PLAN—2006 UPDATE
Economic and Revenue Impact Study

The Los Angeles Grand Avenue Authority has embarked on an ambitious plan to
transform upper Grand Avenue and to revitalize the city’s Civic Center area. The
Authority was established by a joint powers agreement between the Community
Redevelopment Agency (CRA/LA) and Los Angeles County. The plan contains three
elements. The first consists of changes and improvements to Grand Avenue itself, which
are designed to attract more pedestrian traffic. The second element involves the creation
of a large public park in the Civic Center area stretching from the LADWP building to
‘City Hall. The third and final element is the construction of several new residential and
commercial structures on four parcels along Grand Avenue between 1% and 3™ Streets
and extending along 1* Street to Hill Street.

In 2004, the Grand Avenue Authority selected The Related Companies to prepare a
development plan for the third element, which covers the last undeveloped parcels in the
Bunker Hill Redevelopment Area. The Related Companies propose to develop -the plan
area primarily as residential, together with a hotel, retail, restaurants, entertainment, and
ample parking. Realization of this vision will enhance the attractiveness of downtown
Los Angeles as a place to live, work and play.

In this report, the Los Angeles Economic Development Corporation’s consulting team
has updated its earlier estimates of the economic and revenue impacts associated with
Related’s proposed plan. The plan’s economic impact arises from the increase in annual
economic activity focused on the plan area. It is measured in terms of increased business
revenues, employment, and wages. The revenue impact consists of the increase in tax
revenues received by the federal, state, and various local governments, an increase that is
attributable to the economic impact.

The LAEDC evaluated two sets of impacts for this project. Annual impacts will recur
year after year once the whole project has been built and occupied. There also will be a
large, one-time set of impacts associated with the project’s construction. Both the annual
and construction impacts will be discussed below after a brief description of The Related
Companies’ proposed development plan.
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Grand Avenue Economic Impact Study—2006 Update

A VISION FOR GRAND AVENUE

The Related Companies has prepared a master development plan for the four parcels in
the plan area. The LAEDC studied the proposed project, which consists of the elements
shown below. [Appendix Table Al contains a detailed space allocation.]

e Residential: A large number of housing units—some 2,660 apartments and
condominiums—will occupy almost 80% of the total space. Fully 20% of
these units will meet affordability requirements for low- and moderate-
income households. The LAEDC estimates that approximately 5,700
individuals will occupy the new residential units. Collectively, their
aggregate annual income will be about $218 million.

e Commercial: The plan includes approximately 420,000 square feet of space
devoted to retail (including a food market, a bookstore and other uses),
restaurants, and an event facility. Target customers of these establishments
will be downtown residents, daytime workers, and visitors to the area. The
LAEDC estimates that these businesses will generate collective sales of about
$121 million annually.

e Hotel: The plan includes an upscale (five-star) hotel with 275 rooms to be
developed during Phase One. The hotel will be equipped with high-end
amenities, including a ballroom and meeting space, to attract local event
planners in addition to well-heeled visitors. :

e Parking: Finally, the plan includes approximately 4,900 parking spaces.

Construction work is expected to proceed in three phases. Phase One includes the Civic
Center park, about one-half of the streetscape improvements, and construction of two
major structures on parcel Q at the southeast comer of Grand Avenue and 1% Street.
Tenant uses will include the hotel, some retail and restaurants, an event facility, and 500
residential units. Phase Two also includes streetscape work, 850 residential units, and
some retail on parcels L and M-2 on the west side of Grand Avenue just south of Disney
Concert Hall. Phase Three will see the construction of several primarily residential
structures (with a total of 1,310 dwelling units) on parcel W, which lies just east of parcel

Q.

Guided by the space allocation shown in the Appendix, LAEDC consultants “populated”
the seven structures with likely residential and commercial tenants and then developed
key metrics for each type of tenant: average household income levels for the affordable
and market rate apartments and condominiums, sales per square foot for the retail stores
and restaurants, occupancy/vacancy rates for the hotel and rental apartment units, etc.
These metrics were critical inputs into the LAEDC’s proprietary economic impact and
revenue impact models.

The following sections of this report describe the results of exercising the LAEDC
models. We begin with estimates of the ongoing annual economic and revenue impacts
associated with the entire proposed development plan and for Phase One only. Then, we
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follow up with the one-time economic and revenue impacts associated with construction,
first for the entire proposed plan and then for Phase One only.

ANNUAL IMPACTS—ALL THREE PHASES

Annual Economic Impact. Once all of the new structures in the Grand Avenue plan area
have been built and fully occupied, the annual economic impacts in Los Angeles County
associated with the new structures will be very significant. These are shown in Table 1
below and also in Appendix Table A2. Businesses located in the plan area buildings are
expected to receive $253 million directly in annual rents and revenues, including retail
and restaurant sales, hotel receipts, residential and commercial rents, and various
management fees received by the buildings’ managers. Almost all of the direct economic
impact of these business activities will be felt downtown.

Table 1
Grand Avenue Plan—2006
Ongoing Annual Economic Impact in Los Angeles County
All Three Phases (in 2006 $)

Direct Rents and Revenues $253,000,000
Direct and Indirect Business Revenues $615,000,000
Direct and Indirect Jobs 5,900
Direct and Indirect Workers’ Earnings (Pre-Tax) | $166,000,000

However, the downtown impact is not the whole story. The hotel and other businesses
located in the new structures will have suppliers located elsewhere in the region,
producing goods and services for use or sale in the plan area. Many of the employees
working for plan area business tenants will commute to their jobs from other
communities and will spend much of their earnings nearer home. Conversely, a number
of the new apartment residents will work—and spend—in other parts of L.A. County
even though they live downtown. Thus, Related’s vision for the Grand Avenue plan area
will generate indirect impacts of about $362 million spread throughout the City and the
rest of the county.

These revenues will be in addition to the direct revenues received in the plan area. Table
1 above shows that total business revenues in Los Angeles County associated directly
and indirectly with the economic activity of the residential and commercial tenants of the
Grand Avenue plan area will be about $615 million. The LAEDC estimates that 5,900
employees will work for the firms that realize these revenues, earning about $166 million
per year in pre-tax wages and salaries.

Annual Revenue Impact. The City of Los Angeles, local governments elsewhere in Los
Angeles County, the state of California, and the federal government all will take in new
tax revenues every year, generated by the economic activities of the tenants in the new
Grand Avenue structures. The LAEDC’s consulting team estimates that federal, state and
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local governments’ tax coffers will grow by about $109.5 million annually after all three
phases of the development plan have been completed. These estimates are summarized
in Table 2 below. Details are displayed in Appendix Table A3.

After the Grand Avenue project is fully built out and occupied, the federal and state
governments are expected to receive an increase of more than $82 million annually in
income-related tax revenues. Specifically, the LAEDC estimates personal income tax
liabilities will rise by $47 million, with 81% going to the federal government and the rest
to the state. In addition, the Social Security and Medicare trust funds will grow by an
extra $35 million annually.

Table 2
Grand Avenue Plan--2006
Annual Incremental Government Revenue *
All Three Phases (in 2006 $)
A. By Type of Tax
-- Personal Income Tax (Federal & State) $47,400,000
-- Social Security & Medicare Taxes $35,300,000
-- Sales Tax . $16,900,000
-- Property Tax $4,000,000
-- Parking Tax ’ $600,000
-- Transient Occupancy Tax (Hotel) $3,600,000
-- Utility Tax $900,000
-- Business Tax $800,000
-- Total Tax Revenues $109,500,000
B. By Level of Government
-- Federal $73,900,000
-- State (General Fund) $21,700,000
-- County** $5,700,000
-- Local (Cities)*** $8,200,000
-- Total Tax Revenues $109,500,000
*Details may not add to totals due to rounding.
**County includes Metropolitan Transportation Authority share of sales tax.
***City of Los Angeles accounts for about 93% of “Local (Cities)” amount.

Visitors to the new retail, restaurant and entertainment venues in the Grand Avenue plan
area will pay sales taxes on most of their purchases. Plan area business tenants also will
make sales-taxable purchases of supplies and equipment. In addition, plan area residents
and all of the 5,900 direct and indirect employees will pay sales taxes on their purchases
of taxable retail goods and services. The LAEDC estimates that sales tax revenues will
rise by nearly $17 million annually as a result of these transactions. Of this amount,
about $13 million will go to California (its percentage tax rate is 6.25%), $2.5 million to
Los Angeles County (including the Metropolitan Transportation Authority’s 1% share as
well as the County’s 0.25% rate), and $1.5 million to cities in L.A. County, mostly the
City of Los Angeles.
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In addition to sales taxes, the City of Los Angeles will gather in an estimated $6.4 million
from a variety of other revenue sources. The LAEDC estimates that the Transient
Occupancy Tax (TOT or hotel tax) will bring in about $3.6 million, and the Parking
Occupancy Tax will add about $600,000. Also, business tax revenues will increase by
about $800,000 (using the 2006 business tax rate schedule). Sales by the Department of
Water and Power to business and residential tenants will rise and utility tax revenues will
increase as well, by an estimated $900,000.

The distribution of property taxes is not shown in Table 2, but the amounts will be
significant. Normally, the CRA/LA would receive any increase in property tax revenues
associated with new development in a city redevelopment area. According to an
agreement between the CRA/LA and Los Angeles County, however, the County, the City
and a number of other taxing jurisdictions must receive some of this revenue in the plan
area. Therefore, the LAEDC has included estimates of the amounts going to the County,
the City and other jurisdictions after development of Parcel Q in our calculations for
Table 2. [Note: LAEDC has excluded amounts to be received by the CRA/LA.]

ANNUAL IMPACTS—PHASE ONE

The LAEDC was asked to break out the economic and revenue impacts associated with
construction of Phase One of the Grand Avenue development plan. The ongoing annual
economic impact of Phase One is shown in Table 3 below. This data is also presented in
Appendix Table A2.

Table 3
Grand Avenue Plan--2006
Ongoing Annual Economic Impact in Los Angeles County
Phase One Only (in 2006 $)

Direct Rents and Revenues $144,000,000
Direct and Indirect Business Revenues $310,000,000
Direct and Indirect Jobs ' 3,100
Direct and Indirect Workers’ Earnings (Pre-Tax) $85,000,000

Annual Economic Impact. The LAEDC estimates that the hotel and businesses located in
Phase One space will receive about $144 million in direct rents and revenues, over one-
half the amount shown in Table 1 for the entire Grand Avenue area. Adding in revenues
received by their suppliers and by providers of consumer goods and services to parcel Q
employees and residents, a total of $310 million in direct and indirect revenues will be
generated directly and indirectly as a result of Phase One economic activity. The
LAEDC estimates that approximately 3,100 employees will work for the firms that
realize these revenues, earning about $85 million annually in pre-tax wages and salaries.
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Annual Revenue Impact. The federal, state and many local governments will gain new
tax revenues every year associated with the economic activities of tenants in the new
Phase One structures. The LAEDC estimates that all levels of govemment will take in
more than $58 million annually. These estimates are summarized in Table 4 below.
More details are provided in Appendix Table A4.

Table 4
Grand Avenue Plan--2006
Annual Incremental Government Revenue*
Phase One Only in 2006 $)
A. By Type of Tax
-- Personal Income Tax (Federal & State) $23,200,000
-- Social Security & Medicare Taxes $17,100,000
-- Sales Tax $9,600,000
-- Property Tax : $4,000,000
-- Parking Tax $400,000
-- Transient Occupancy Tax (Hotel) $3,600,000
-- Utility Tax $400,000
-- Business Tax ' $400,000
-~ Total Tax Revenues 358,600,000
B. By Level of Government
-- Federal $35,800,000
-- State (General Fund) $11,700,000
-- County** $4,700,000
-- Local (Cities)*** $6,400,000
-- Total Tax Revenues $58,600,000
*Details may not add to totals due to rounding.
**County includes Metropolitan Transportation Authority share of sales tax.
***City of Los Angeles accounts for at least 93% of “Local (Cities)” amount.

After Phase One is completed and the structures are fully occupied, the federal and state
governments will receive about $23 million more in annual personal income tax receipts.
The federal government will get about 81% of this amount; the rest will go to California.
In addition, the Social Security and Medicare trust funds will grow by more than $17
million annually.

Total sales tax receipts will increase by about $9.6 million per year. Of this amount,
California will receive $7.3 million, Los Angeles County and the MTA about $1.4
million, and cities in the county about $900,000 (most of which will go to the City of Los
Angeles).

In addition to sales taxes, the City of Los Angeles is expected to collect about $3.6
million more in hotel tax revenues, more than $400,000 each in additional parking and
property taxes, and nearly $400,000 each in higher business taxes and utility taxes for a
total annual increase in tax revenues of about $6.0 million.
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ONE-TIME IMPACTS—CONSTRUCTION

One-Time Economic Impact. The total cost of building all three elements of the Grand
Avenue plan—including the civic park and streetscape improvements—is currently
estimated at about $2.1 billion. This is an enormous project, rivaling in cost the UCLA
Medical Center replacement hospital (at more than $1.5 billion) and LA Live at the south
end of Downtown (recent estimates range up from $1.5 billion depending on project
definition). The proposed Grand Avenue plan’s one-time economic impacts are also
huge, as shown in Table 5 below. See also Appendix Table A5 for more details.

Table 5
Grand Avenue Plan--2006
One-Time Economic Impact in Los Angeles County
From Construction of All Phases (in 2006 $)

Total Construction Cost $2,050,000,000
Direct & Indirect Business Revenues $4.280,000,000
Direct & Indirect Jobs (Annual FTE Basis) 29,000
Direct & Indirect Workers’ Earnings (Pre-Tax) | $1,160,000,000

Completing the construction process will take several years and create jobs onsite for
many construction workers. Jobs for workers in other industries will be created or
sustained as the construction workers spend their earnings. Contractors’ purchases of
goods and services from suppliers and subcontractors will create or sustain still more jobs
during the construction period. The LAEDC estimates that construction of the entire
Grand Avenue development program, including the park and streetscape improvements,
will generate total (direct and indirect) business revenues of $4.28 billion over the period
of construction. Roughly 29,000 jobs will be created or sustained as the construction
contractors and the direct and indirect workers spend their earnings. LAEDC estimates
the workers’ eamnings (pre-tax) will exceed $1.1 billion in total. [Reminder: all figures
are quoted in 2006 dollars.]

[Note: the job counts in this section refer to annual full-time equivalent (FTE) jobs, not
to individual workers. Two workers employed for six months each on the Grand Avenue
project will count as one “FTE job.” Conversely, one worker employed for two years on
the project will count as two FTE jobs.]

One-time Revenue Impact. A large amount of tax revenue will be generated during the
construction of the Grand Avenue development program. The LAEDC estimates that
during the time period required to complete the Grand Avenue development plan, federal,
state, and local tax coffers will swell by more than $711 million (measured in dollars of
2006 purchasing power). These estimates are summarized in Table 6 on the next page.
See Appendix Table A6 for more details.
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Table 6
Grand Avenue Plan--2006

One-Time Incremental Government Revenue*
From Construction of All Phases (in 2006 $)

A. By Type of Tax
-- Personal Income Tax (Federal & State) $356,000,000
-- Social Security & Medicare Taxes ~ $263,000,000
-~ Sales Taxes $80,000,000
-- Business Taxes $3,000,000
-- Construction Permits & Fees $10,000,000
-- Total Tax Revenues & Fees $711,000,000

B. By Level of Government
-- Federal $551,000,000
-- State (General Fund) $131,000,000
-- County** $11,000,000
-- Local (Cities)*** $19,000,000
-- Total Tax Revenues : $711,000,000

*Petails may not add to totals due to rounding.
**County includes Metropolitan Transportation Authority share of sales tax revenues.
***City of Los Angeles accounts for unknown but large share of “Local (Cities)” amount.

Taxes on the direct and indirect workers’ earnings will account for the lion’s share of
new government revenues attributable to construction of the Grand Avenue development
plan. LAEDC estimates that personal income tax liabilities will rise by about $356
million, with about 81% going to the federal government and the rest to the state. In
addition, the Social Security and Medicare trust funds will grow by an extra $263 million
annually.

Further, the LAEDC estimates that about $80 million in sales tax revenues will be
generated by transactions associated with construction of the Grand Avenue development
plan. Two types of transactions were considered in this estimate: contractors’ purchases
of sales-taxable materials, supplies and equipment (which should generate nearly $51
million in sales tax revenue) and workers’ purchases of sales-taxable consumer goods
(good for another $29 million in revenue). The City of Los Angeles will take in $5.2
million in local sales tax revenues, $2.6 million in business tax revenues, and
approximately $9.9 million in construction permits and fees for a total exceeding $17.6
million.
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ONE-TIME IMPACTS—PHASE ONE CONSTRUCTION

One-Time Economic Impact. The total cost of building the civic park, streetscape
improvements and the Phase One structures on parcel Q is currently estimated at about
$700 million. The economic impact generated by Phase One construction is very large,
as shown in Table 7 below. See also Appendix Table AS5.

Table 7
Grand Avenue Plan--2006
One-Time Economic Impact in Los Angeles County
From Construction of Phase One (in 2006 $)

Total Construction Cost $700,000,000
Direct & Indirect Business Revenues $1,460,000,000
Direct & Indirect Jobs (Annual FTE Basis) 9,900
Direct & Indirect Workers’ Earnings (Pre-Tax) $400,000,000

The LAEDC estimates that construction of Phase One will generate one-time total—that
is, direct and indirect—business revenues of close to $1.5 billion (in dollars of 2006
purchasing power) over the period of construction. Roughly 9,900 annual full-time-
equivalent jobs will be created or sustained by this activity. The workers will earn more
than $400 million during the construction phase.

[Note: as before, these job counts refer to annual full-time equivalent (FTE) jobs, not
workers. Two workers employed for six months each on Phase One of the Grand Avenue
project will count as one “FTE job.” Conversely, one worker employed for two years on
the project will count as two FTE jobs.]

One-time Revenue Impact. Construction of Phase One will generate a large amount of
tax revenue for the federal, state, county and various city governments. The LAEDC
estimates the one-time incremental tax take attributable to Phase One will come to more
than $240 million in all. These estimates are summarized in Table 8 on the next page.
See Appendix table A7 for more details.

Taxes on the direct and indirect workers’ earnings will account for the majority of new
government revenues associated with Phase One construction, amounting to more than
$211 million in all. Federal income tax receipts will increase by about $98 million,
California’s by $23 million, and the Social Security/Medicare trust funds will swell by
almost $90 million.

The next largest incremental revenue source associated with Phase One construction will
be sales taxes. The LAEDC estimates that total sales tax liabilities will increase by more
than $27 million during the construction period. Of this amount, California will take in
$21 million, Los Angeles County and the MTA about $3.7 million, and various cities in
the county (mostly Los Angeles) about $2.2 million.
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Table 8
Grand Avenue Plan--2006
One-Time Incremental Government Revenue*
From Construction of Phase One (in 2006 $)

A. By Type of Tax
-- Personal Income Tax (Federal & State) $121,500,000
-- Social Security & Medicare Taxes $89,900,000
-- Sales Taxes : $27,400,000
-- Business Taxes $900,000
-- Construction Permits & Fees $3,400,000
-- Total Tax Revenues & Fees $243,100,000

B. By Level of Government
-- Federal $188,200,000
-- State (General Fund) $44,700,000
-- County** $3,700,000
-- Local (Cities)*** $6,500,000
-- Total Tax Revenues ‘ $243,100,000

*Details may not add to totals due to rounding.
**County includes Metropolitan Transportation Authority share of sales tax revenues.
***City of Los Angeles accounts for unknown but large share of the “Local (Cities)” amount.

Beyond sales taxes, the City of Los Angeles will take in an estimated $900,000 in
incremental one-time business tax revenues and $3.4 million in construction permits and
fees.

CONCLUDING REMARKS

Downtown Los Angeles is reinventing itself. Major venues have been built in recent
years and more are in the works, all designed to attract multitudes of visitors from the
surrounding region and elsewhere. The area is also in the midst of a housing boom. The
“new Downtown” will have significant numbers of residents as well as visitors walking
the streets, visiting the new shops and entertainment spots, and dining at a variety of new
restaurants.

Upper Grand Avenue itself has already gained the new Cathedral and the Disney Concert
Hall. Adding to the area’s cultural—and age—mix will be activity generated by the
Colburn School expansion (completion expected in fall 2007) and a new arts magnet high
school (LAUSD H.S. #9, scheduled to open in fall 2008). The master development
program planned by The Related Companies for Grand Avenue builds on all of these
developments. Together with the new Civic Park and streetscape improvements, the
three elements of the Grand Avenue project will complete the transformation of the plan
area into a vibrant new focal point for leisure, living and business activities downtown.
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DISPOSITION AND DEVELOPMENT AGREEMENT

(GRAND AVENUE)

THIS DISPOSITION AND DEVELOPMENT AGREEMENT (this “Agreement” or this
“DDA”) is entered into as of the day of , 200_, by and between THE LOS
ANGELES GRAND AVENUE AUTHORITY, a California joint powers authority
(“Authority”), and GRAND AVENUE L.A., LLC, a Delaware limited liability company
(“Developer”). Authority and Developer hereby agree as follows:

ARTICLE 1
SUBJECT OF THIS AGREEMENT

101  Purposes of this Agreement.

9] The purpose of this Agreement is to fulfill the purposes of the Joint
Exercise of Powers Agreement (the “Joint Powers Agreement”) dated as of September 2, 2003
by and between the County of Los Angeles (the “County”) and The Community Redevelopment
Agency of the City of Los Angeles, California (the “CRA”), to cause the development of certain
real property adjacent to the Los Angeles downtown Civic Center and Music Center with retail,
hotel, office, and housing (including affordable housing), all with an estimated development
potential of approximately 3,200,000 square feet, together with destination urban park uses and
remaking of Grand Avenue into active and inviting pedestrian uses, all as outlined in the
~ Conceptual Development Plan attached to the Joint Powers Agreement and further detailed in the
Exclusive Negotiation Agreement (the “ENA”") dated September 15, 2004 by and between
Authority and The Related Companies, L.P., a New York limited partnership (“Related”), and
the Scope of Development attached hereto as Exhibit “A” and incorporated herein as though set
forth in full.

: 2) This Agreement is also intended to effectuate the Redevelopment Plan for
the Bunker Hill Redevelopment Project Area and the Central Business District Project Area
(collectively, the “Project Area”), by providing for the development of the Project (as
hereinafter defined), as shown in the Development Site Map attached hereto as Exhibit “B”.

3) As part of the developer selection process for the Development Site,
Authority issued a Request for Qualifications in October 2003 and a Request for Proposals in
January 2004. Related submitted its response on April 7, 2004, and Related was selected and
approved by Authority Board as the developer of the Project.

(€)) Pursuant to the ENA, Related prepared a Development Plan, Infrastructure
Plan, Business Plan, and Term Sheet (collectively, the “Implementation Plan’) which together
outline the description of the Project (the “Project Description™). The Project Description was
approved by Authority on May 25, 2005, and pursuant to the ENA, by the CRA on June 16,
2005, by the Los Angeles City Council (the “City Council”) on July 20, 2005, and by the
County on August 8, 2005. The Project Description served as the basis for the Scope of
Development.
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%) Upon approval of the Project Description, Authority undertook an
environmental review of the Project, and caused an Environmental Impact Report (the “EIR”) to
be prepared for the Project. The final version of the EIR has been reviewed and certified by
Authority prior to acting on this Agreement.

(6) Related requested Authority’s approval of the substitution of Developer as
the developer under this Agreement and as the lessee under the Phase I Ground Lease (as defined
in Section 204 below) to accommodate the formation of a joint venture between (a) Related
Grand Avenue, L.L.C. (a wholly owned subsidiary of Related) and (b) CUIP Grand Avenue,
LLC (“CUIP”), which is wholly owned by California Urban Investment Partners, LLC (an entity
owned 97% by CalPERS and 3% by MacFarlane Urban Realty Company, LLC), Developer’s
sole members (“Members”). Authority approved the substitution of Developer in place of
Related, subject to certain terms and conditions set forth herein.

@) Developer and Authority have determined that the Project (as defined in
Subparagraph 9 below) is not economically feasible without the City making available to
Developer rebates of (i) certain parking taxes generated by the operation of the Public Parking,
and (i1) certain transient occupancy taxes generated by the Hotel (collectively, the “Parking and
Hotel Tax Rebates”).

8) This Agreement shall become effective upon (i) the full execution of this
Agreement and the Phase I Ground Lease, and (ii) the approval of this Agreement and the Phase
I Ground Lease by the Authority, CRA, the City of Los Angeles (the “City”) and County,
without litigation being filed challenging such approvals within the applicable appeal periods
under California Public Resources Code Section 21167 following such approvals, or if such
litigation is filed within the applicable appeal periods under California Public Resources Code
Section 21167, then upon the resolution of such litigation so that such approvals are effective
(“Effective Date”), provided that neither Developer nor Authority shall have any obligations
under this Agreement or the Phase I Ground Lease until both this Agreement and the Phase I
Ground Lease have been executed and delivered by Authority and Developer. Notwithstanding
anything to the contrary set forth in this Agreement, if the Effective Date has not occurred within
five (5) years after satisfaction of Subparagraph (ii) above, then this Agreement shall termmate
as of said date.

9) The Project shall be developed in three separate phases. The first phase of
the Project (“Phase I”’) comprises the construction and development of certain improvements
(the “Phase I Improvements™) on the Phase I Parcel. Concurrently with the construction and
development of Phase I, the Park Improvements shall be constructed on the Park Parcel as
described in Section 106 below. The second phase of the Project (“Phase II””) comprises the
construction and development of certain improvements (the “Phase II Improvements”) on the
Phase II Parcels. The third phase of the Project (“Phase III”") comprises the construction and
development of certain improvements (the “Phase III Improvements™) on the Phase III Parcel.
If the County elects to develop the County Office Building on the Phase III Parcel as provided in
Section 213, the Phase III Improvements shall not include the County Office Building. The
development of the Developer Parcel, as described in Section 201 below, may occur
concurrently with Phase III. The improvements comprising Phase I, Phase II and Phase III
(sometimes referred to herein as a “Phase”) are more specifically described in the Scope of
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Development (the improvements comprising the Phases and the leasehold estate upon which they
are located, as described in the Scope of Development, are referred to herein collectively as the
“Project”). The schedule for construction and development of each Phase is described in the
Schedule of Performance attached hereto as Exhibit “C” and incorporated herein by this
reference as though set forth in full. Notwithstanding anything to the contrary set forth herein,
Developer shall have the right to accelerate Phase III so that construction of Phase III
commences prior to construction of Phase II, provided that (i) Developer gives notice of such
election to Authority prior to the Phase II Outside Construction Start Date (as defined in the
Schedule of Performance), (ii) there is no delay in the Phase II Outside Construction Start Date,
(i11) such acceleration does not interfere with the County’s option to locate the County Office
Building on Parcel W-2, as described in Section 213 below; and (iv) Developer evaluates and
supplements the final EIR, if necessary as determined by Authority as lead agency in its sole
discretion, at Developer’s sole cost.

(10)  The redevelopment of the Development Site pursuant to this Agreement
and the fulfillment generally of this Agreement are in the vital and best interests of the City, the
County, and the health, safety, morals and welfare of their residents, and in accordance with the-
public purposes-and provisions of applicable federal, state and local laws and requirements, and
in particular the Community Redevelopment Law of the State of California Health and Safety
Code, Section 33000 et seq. '

102  The Redevelopment PlanL

This Agreement is subject to the provisions of the Redevelopment Plan. The
Redevelopment Plan is a public record and is incorporated herein by reference and made a part -
hereof as though fully set forth herein. The development of the Project, as contemplated by this
Agreement, is intended to further the redevelopment purposes and goals of the Redevelopment
Plan for the Project Area by eliminating blight and encouraging redevelopment in surrounding
areas.

103 The Project Area.

The Project Area is located in the City and County of Los Angeles, California, the
exact boundaries of which are specifically described in the Redevelopment Plan.

104  The Development Site.

The “Development Site” consists of (a) that approximately 160,289 gross square
foot and approximately 140,418 net square foot parcel (with 2nd Street easement area excluded)
known as Lot 1 of Tract No. 28761, Bk. 926, Pgs. 5 through 8 (also known as Parcel Q of the
Redevelopment Plan), comprising a rectangular area owned by the County generally bounded by
Grand Avenue, First Street, Olive Street and a to-be-constructed extension of Second Street,
which is the “Phase I Parcel”, (b) that approximately 108,163 gross square foot and
approximately 95,999 net square foot area comprised of (i) the easterly approximately 105 feet
of Lot 1 Tract No. 30780, Bk. 912, Pgs. 39-45, consisting of approximately 39,403 gross square
feet and approximately 37,857 net square feet (with Grand Avenue easement area excluded) and
located south of General Thaddeus Kosciuszko (“GTK”) Way (also known as Parcel M-2 of the
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Redevelopment Plan); (ii) Lot 2 of Tract No. 30779, Bk. 862, pgs. 16-20, consisting of
approximately 68,760 gross square feet and approximately 58,142 net square feet (with Upper
Second Street future easement area excluded) north of GTK Way (also known as Parcel L of the
Redevelopment Plan); and (iii) the airspace above a plane 20 feet above GTK Way and the
airspace below GTK Way, each owned by the CRA, excluding any areas occupied by existing
structures, utility lines and easements, which are the “Phase II Parcels”; and (c) that
approximately 87,812 gross square foot area known as Lot 2 of Tract No. 28633, Bk. 854,

Pgs. 13 and 14, comprising an area generally bounded by Olive Street, First Street, Hill Street,
and the northeasterly line of Lot 1 of Tract No. 28633, a portion of which consists of the airspace
over the MTA subway station at First and Hill Streets (also known as Parcel W-2 of the
Redevelopment Plan), and owned by the County, which is the “Phase ITI Parcel”, all in the City
and County of Los Angeles, all as shown on the Development Site Map. The Development Site
is more particularly described in the legal description attached hereto as Exhibit “D” which is
incorporated herein by this reference and made a part hereof as though fully set forth herein.

105 Development Site Floor Area.

Pursuant to the Redevelopment Plan and the CRA Design for Development, Three
Million Two Hundred Thousand (3,200,000) square feet of Floor Area (as defined in Section 110
below) is available for the Development Site (the “Maximum Development Site Floor Area”).
As apart of the Phase I CRA Ground Lease, the CRA and the Authority will enter into a
conveyance and funding agreement (the “Conveyance and Funding Agreement”) pursuant to
which the CRA will commit the Maximum Development Site Floor Area to the Development
Site so that the Authority can make the Maximum Development Site Floor Area available to
Developer as set forth in this Agreement. In no event shall the total development of the
Development Site exceed the Maximum Development Site Floor Area. The Maximum
Development Site Floor Area includes the area used for the Affordable Housing Units in the
Project. Exhibit “R” attached hereto sets forth the minimum allowable development by Phase.
In no event shall Developer cause any Phase to be developed with improvements that constitute
less than the minimum Floor Area for such Phase set forth in Exhibit “R”. Developer shall have -
the right to use any unused portion of Floor Area in excess of the minimum Floor Area for each
Phase so long as Developer does not exceed the Maximum Development Site Floor Area, the
project description in the EIR, or the City’s maximum permitted FAR. With respect to Phase 11,
Developer shall notify the Authority at least two (2) years prior to the Phase III Adjusted
Leasehold Acquisition Fee Outside Date (“Phase ITI Notice Date”) of the maximum Floor Area
that Developer will require for the development of Parcel W-2 (within the parameters set forth
herein and subject to the rights of the County set forth in Section 213 below). If Developer fails
to give Authority notice of its required maximum Floor Area for Parcel W-2 by the Phase III
Notice Date, then Developer shall be deemed to have elected to develop improvements on Parcel
W-2 with the minimum Floor Area for Parcel W-2 as shown on Exhibit “R”. If Developer
elects, or is deemed to have elected to develop total Improvements comprising less than the
Maximum Development Site Floor Area, then any portion of the Maximum Development Site
Floor Area that Developer has not committed to develop by the Phase ITI Notice Date will be
subject to being transferred to one or more other development parcels in the Project Area, as
determined by the CRA, in the CRA’s sole discretion (so that such excess Floor Area would not
be available to Developer for the Development Site), without any payment or other obligation in
favor of Developer. Once a Certificate of Completion has been issued for each Component of a
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Phase, Developer shall have no further right to develop improvements that require additional
Floor Area as part of such Phase.

If Developer acquires the Developer Parcel, the Maximum Development Site
Floor Area shall not apply with respect thereto and Developer shall be responsible for obtaining
the necessary Floor Area from the City (which Floor Area would be administered by the CRA
through the Redevelopment Plan) for the development thereof. Nothing set forth in this Section
105 shall be deemed to limit Developer’s obligation to comply with all applicable Laws
regarding limitations on permitted height and density of the Improvements on the Development
Site.

106 The Park Parcel.

_ The “Park Parcel” consists of that approximately 16 acre area comprised of: (i)
the current Civic Center Mall (also known as El Paseo de los Pobladores), including the Court of
Flags, that is owned by the County, and (ii) a parcel of land (the “County-State Parcel”’) east of
the Court of Flags and bounded by Spring Street on the east that is currently jointly owned by the

.County and the State of California (the “State”). The County is negotiating with the State to
_control the County-State Parcel by easement, transfer of title or otherwise prior to the
‘Commencement of Construction of improvements in the Park Parcel. Pursuant to that certain

- Civic Park Design Agreement entered into by Related and the Authority dated as of March 20,

2006 (“Civic Park Design Agreement”), Related is obligated to cause the design of

- improvements for a civic park (the “Civic Park”™) on the Park Parcel (“Park Improvements”) to
‘be completed. The construction of the Park Improvements shall be governed by the agreement
contemplated by the Civic Park Design Agreement to be entered into by Developer and the County,
or an entity granted by the County the right-to control the development of the Civic Park (the “Civic

- Park Development Agreement”). '

107 Memorandum of DDA on Development Site; Subordinate Liens.

The Development Site and each portion thereof shall be held, improved,
developed, sold, conveyed, hypothecated, encumbered, leased, rented, used, operated and
~occupied subject to the limitations, restrictions, reservations, agreements, rights, conditions and
covenants set forth herein (collectively, the “Restrictions™). Prior to the conveyance of a Phase
by Ground Lease, the parties shall cause to be recorded against Developer’s leasehold interest in
the Parcels comprising such Phase, in the Office of the County Recorder of Los Angeles County
(the “Official Records”), a Memorandum of this Agreement in the form of Exhibit “E” attached
hereto and made a part hereof (the “Memorandum of DDA”). The parties agree that this

- Agreement shall be prior to all of the liens, easements, reversionary interests and other
.encumbrances listed on Exhibit “F” attached hereto and made a part hereof (the “Subordinate
Liens”). Each party shall use commercially reasonable efforts to cause the holder of any such
Subordinate Lien recorded against the portion of the Development Site owned by it to
subordinate the same to this Agreement.

108 Parties to this Agreement.

The parties to this Agreement are as follows:
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D) Authority.

(a) Authority is an independent public body, corporate and politic,
exercising governmental functions and powers, and organized and existing under the Joint
Exercise of Powers Act, California Government Code Sections 6500 et seq. The mailing address
for the Authority is c/o The Grand Avenue Committee, Inc., 445 S. Figueroa Street, Suite 3400,
Los Angeles, California 90071.

(b) “Authority”, as used in this Agreement, includes, where
appropriate, Authority, its Board, its real property negotiator, the Grand Avenue Committee,
Inc., and any designee, assignee, or transferee of, or successor to, its rights, powers, and
responsibilities.

(2) Developer.

(a) The “Developer” is Grand Avenue L.A., LLC, a Delaware limited
liability company. Developer s principal office is located at ¢c/o The Related Companies; L.P., 60
Columbus Circle, 19" Floor, New York, NY 10023.

(b)  Whenever the term “Developer?’ 1s used herein, such term shall
include any permitted nominee, transferee or partner, assignee or successor in interest of
Developer as herein provided. :

3) No Joint Venture. Authority and Developer are not and shall not be
deemed to be partners, co-venturers, joint venturers or in any other way related to one another,
nor shall either party have any fiduciary, confidential or agency relationship with the other.

109  The 1991 OPA.

The Phase I Parcel and the Phase III Parcel are subject to that certain Owner
Participation Agreement among the CRA, the County and Walt Disney Concert Hall I, Inc. dated
as of June 13, 1991, as amended by that certain First Implementation Agreement dated as of
1992 and that certain Second Implementation Agreement dated as of 1999 (as amended, the
“1991 OPA”), which pertains to, among other things, available tax increment financing and
maximum density for the development of the Phase I Parcel and the Phase III Parcel. As of the
Effective Date, the 1991 OPA has been further amended by that certain Third Implementation
Agreement, which will be effective on the Effective Date hereof, to allow for the activities
contemplated by this Agreement.

110 Defined Terms. As used in this Agreement, the following terms shall have the
meanings set forth below:

"12-month LIBOR Rate" is defined in Section 204(G)(IX).

"1991 OPA" is defined in Section 109.

"Adjustment Date" is defined in Section 204(B)(ID(b).
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"Affiliate" means any corporation, partnership, limited liability company or other
organization or entity which is majority-owned and controlled by, controlling or under common
control with (directly or indirectly) Developer.

“Affordable Housing Units” means (i) rental housing units the rent for which falls
within the allowable maximum rents as calculated and published by the California Tax Credit
Allocation Committee for projects located in Los Angeles, California, for either an Extremely
Low Income Household, a Very Low Income Household or a Lower Income Household, as
applicable, based on household size and household income or (ii) condominium housing units the
monthly housing payments for which do not exceed the maximum monthly housing payments
allowed under the CRA affordable homeownership program for either an Extremely Low Income
Household, a Very Low Income Household or a Lower Income Household, as applicable, based
on household size and household income.

“Affordable Housing Investment” is defined Article 3.
“Agreement” means this Disposition and Development Agreement.

“Anchor Tenant” is defined in Section 204(CY(D(a)(iv).

“Anchor Tenant Lease” is deﬁnéd in Section 205.

“Anchor Tenant NDA” is defined in Section 205.

“Applicable Term” is defined in.Section 204(CY(D)(a)(ii1).

"Appraised Value" is defined in Section 204(GYXII).

"Authority Assistance" is defined in Article 3.

"Authority Indemnified Parties" means the Authority, the CRA, the City, the County,
the Grand Avenue Committee, and their respective commissioners, council members, board
members, officers, beneficiaries, employees, agents, attorneys, representatives, legal successors
and assigns.

"Authority Parcels" means the Phase I Parcel, the Phase II Parcels and the Phase I1I
Parcel.

"Authority Policy" is defined in Section 209.

"Bankruptcy/Dissolution Event" with respect to a person or entity, means the
commencement or occurrence of any of the following with respect to such person or entity: (1) a
case under Title 11 of the U.S. Code, as now constituted or hereafter amended, or under any
other applicable federal or state bankruptcy law or other similar law; (2) the appointment of (or a
proceeding to appoint) a trustee or receiver of any property interest; (3) an attachment, execution
or other judicial seizure of (or a proceeding to attach, execute or seize) a substantial property
interest; (4) an assignment for the benefit of creditors; (5) the taking of, failure to take, or
submission to any action indicating (after reasonable investigation) an inability to meet its
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- financial obligations as they accrue; or (6) a dissolution or liquidation; provided, however, that
the events described in clauses (1), (2) or (3) shall not be included if the same are (a) involuntary
and not at any time consented to, (b) contested within 30 days of commencement and thereafter
diligently and continuously contested, and (c) dismissed or set aside, as the case may be, within
120 days of commencement.

"CAM Agreement"” is defined in Section 206.

"CEQA" means the California Environmental Quality Act (California Public Resources
Code Sections 21000 et seq.).

"Certificate of Completion" is defined in Section 507(1).

"Change Orders" is defined in Section 504.

"City" shall mean the City of Los Angeles, a charter city and municipal corporation duly
organized and existing under the Constitution and laws of the State of California.

"City Council" means the Los Angeles City Council.
"Civic Park" means the park to be constructed by Developer on the Park Parcel.

"Civic Park Design Agreement" means that certain Civic Park Design Agreement
between Related and Authority dated as of March 20, 2006.

"Civic Park Development Agreelvnent'" ,ineans the agreement contemplated by the Civic
Park Design Agreement to be entered into by Developer and the County, or an entity granted by
the County the right to control the development of the Civic Park. ,

"Civil Code" means the Civil Codé of thé State of California.

"Commencement of Construction” or “Commence Construction” shall mean that the
following have occurred as to a Phase of the Project: (i) the City has issued Developer an
excavation permit, a shoring permit, a grading permit and a demolition permit (if applicable), (ii)
Developer has signed contracts with a general contractor for the demolition (if applicable),
grading, excavation and shoring work, and (iii) Developer has given the general contractor a
notice to proceed and has caused the general contractor to physically commence demolition (if
applicable) of any existing improvements and grading of the applicable portion of the
Development Site pursuant to the contracts therefor.

"Completion Guarantv" is defined in Section 417.

"Component" is defined in Section 205.

"Concept Design Drawings" shall :mean the drawings listed on Exhibit “K” attached
hereto.
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"Condemnation" means any taking of the Improvements or any portion thereof by
exercise of the right of condemnation or eminent domain (direct or inverse), or requisitioning by
military or other public authority for any purpose arising out of a temporary emergency or other
temporary circumstances, or a sale or conveyance in lieu of or under threat of condemnation or
eminent domain.

"Condo CC&RSs" is defined in Section 207.

"Confidential Information" is defined in Section 1605.

“Control” means the possession, directly or indirectly, of the power to direct or cause the
direction of the management or policies of an entity or person, whether through the ability to
exercise voting power, by contract or otherwise.

"Construction Report" is defined in Sect_ion 50.3.

"Construction Signs" means construction site signs.

"Conveyance and Funding Agreement" is defined in Section 105.

"Cost Recovery Deposit" is defined in Section. 208(1).

“County” means the County of Los Angeles

"County Ground Leases" means, collectlvely, the Phase I County Ground Lease and the
Phase III County Ground Lease. ; : :

"County Office Building" is defined in Section 213.

"County Payment" is defined in Article 3.

"County Phase III Notice" is deﬁned in Section 213.

"County-State Parcel" is defined in Section 106.

“CPI” means the Consumer Price Index--All Urban Consumers for Los Angeles-
Riverside-Orange County, as published from time to time by the United States Department of
Labor or, in the event such index is no longer published or otherwise available, such replacement
index as may be agreed upon by Authority and Developer.

"CPI Increase" is defined in Section 204(G)(I).

"CRA" means The Community Redevelopment Agency of the City of Los Angeles,
California.

"CRA Art Policy" means that certain document attached hereto as Exhibit “N”’.

"CRA-Authority Leases" is defined in Section 202.
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“CRA Payment” is defined in Article 3.

"Cure Period" is defined in Section 1303.

"Deferral Payment" is defined in Section 204(G)(ID).

Deposit" is defined in Section 208(2).

"Deposit Date" is defined in Section 208(2).

"Design Development Drawings" is defined in Section 404(2).

"Developer” means Grand Avenue L.A., LLC, a Delaware limited liability company.

"Developer Indemnified Parties" means Developer and its members, officers, agents
and employees. :

"Developer Parcel” is deﬁned in Section 201. |

"Developer’s Operating Asreement” is defined in Seétion 906(1).

"Development Site” means the Phase I Parcel, tﬁe Phase IT Parcels and the Phase III
Parcel, and, where the context so requires, the related off-site improvement areas and
infrastructure related to these Parcels.

"Disqualification Judgment" is defined in Section 1714(2).

"Effective Date" is defined in Section 101(8).

"EIR" is defined in Section 101(5).

"ENA" means the Exclusive Negotiation Agreement dated September 15, 2004 between
Authority and The Related Companies, L.P., a New York limited partnership.

"Entitlements" means all requisite zoning, land use and subdivision approvals, permits
and entitlements required for development of the Project and construction and operation of the
Improvements as contemplated by this Agreement.

"Event of Default" is defined in Section 1301.

"Extremely L.ow Income Household" means a household with an adjusted income that
does not exceed thirty five percent (35%) of the Median Income, adjusted for actual household
size.

"Extremely Low Income Unit" means an Affordable Housing Unit reserved for
occupancy by an Extremely Low Income Household.

“FAR?” shall have the meaning given to the term “Floor Area Ratio” in the Los Angeles
Municipal Code.
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"Final Completion Date" means the date upon which the latest of the following shall
occur: (a) the appropriate governmental agencies having jurisdiction over the Project shall have
1ssued final certificates of occupancy for all Phases of the Project; (b) all Phases of the Project
- shall be complete and ready for occupancy, except for minor punchlist and landscaping items
approved by Authority; and (c) Authority shall have issued a Certificate of Completion for each
Phase in accordance with Section 507.

"Final Construction Documents” is defined in Section 404(3).

“First Class Hotel” means a hotel operated, furnished, serviced, maintained and
refurbished to the standard of a Four or Five Star Lodging Establishment, as defined and as
determined by the Mobil Travel Guide, or at an equivalent level by an alternative nationally
recognized hotel rating service.

“Floor Area’ shall have the meaning given to such term in Sections 12.21.1-A-5 and
12.21.1-B.4 of the Los Angeles Municipal Code.

"FMYV Fee" is defined in Séction 204(G)YII).

"FMYV Notice" is defined in Section 204(G)(ID).

“Former Anchor Space” is defined in Section 204( C)(D)(a)(ii).

“GLA” means the total Floor Area designed for Tenants’ occupancy and exclusive use,
including any basements, mezzanines, or upper floors, expressed in square feet and measured in
accordance with the then applicable BOMA standard, and if no such standard exists, the standard
then typically used by developers for measuring retail, office, or apartment floor area in the Los
Angeles metropolitan area.

“Governing Entities” means the Authority, the CRA, the County, and the City.

“Grand Avenue Streetscape” is defined in Article 3.

"Gross Error" is defined in Section 1714(3).

“Gross Rents” is defined in Section 204(CY(ID).

“Gross Room Revenues” means the total revenues received from the letting of rooms in
the Hotel and the letting of Hotel banquet facilities (excluding food, beverage and special service
charge revenues).

“Ground Lease(s)” means each of the Phase I Ground Lease, Phase II Ground Lease and
Phase III Ground Lease.

"Hazardous Materials" shall include without limitation:

@A) Those substances included within the definitions of "hazardous
substances", "Hazardous Materials", "toxic substances”, or "solid waste" in the Comprehensive
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Environmental Response Compensation and Liability Act of 1980 (42 U.S.C. §§ 9601 et seq.)
("CERCLA"), as amended by Superfund Amendments and Reauthorization Act of 1986 (Pub.
L. 99-499 100 Stat. 1613) ("SARA"), the Resource Conservation and Recovery Act of 1976 (42
U.S.C. §§6901 et seq.) ("RCRA"), and the Hazardous Materials Transportation Act, 49 U.S.C.
§§ 1801 et seq., and in the regulations promulgated pursuant to said laws, all as amended;

(i) Those substances listed in the United States Department of Transportation
Table (49 CFR 172.101 and amendments thereto) or by the Environmental Protection Authority
(or any successor Authority) as hazardous substances (40 CFR Part 302 and amendments
thereto);

(iii)  Any material, waste or substance which is (A) petroleum, (B) asbestos,
(C) polychlorinated biphenyls, (D) designated as a "hazardous substance" pursuant to Section
311 of the Clean Water Act, 33 U.S.C. §§ 1251 et seq. (33 U.S.C. §§1321) or listed pursuant to
Section 307 of the Clean Water Act (33 U S.C. §§ 1317); (E) flammable explosives; or (F)
radioactive materials;

(iv)  Any toxic or hazardous waste, material or substance or any oil or pesticide
listed in, covered by, or regulated pursuant to, any state or local law, ordinance, rule or
regulation applicable to the Development Site, as heretofore or hereafter amended; and

) Such other substances, materials and wastes which are or become
regulated as hazardous or toxic under applicable local, state or federal law, or the United States
government, or which are cla551ﬂed as hazardous or toxic under federal, state, or local laws or
regulations.

"Hazardous Materials Laws" is defined in Section 1001.

“Hotel Improvements” or “Hotel” means the portion of the Phase I Improvements
which is to be operated as a first class, high quality hotel with guestrooms for short term,
transient occupancies, conference and meeting areas, food service, spa, and other facilities
typically found in an urban, First Class Hotel.

"Implementation Plan" means the Development Plan, Infrastructure Plan, Business Plan
and Term Sheet prepared by Related pursuant to the ENA.

"Improvements" means the Public Space Improvements, Retail Improvements, Hotel
Improvements, Residential Condominium Improvements, Residential Rental Improvements,
Office Improvements, landscaping, parking garages, and other related appurtenances to be
constructed on the Development Site.

“Incremental Costs” is defined in Section 204(C)(1)(a)(ii).

"Initiating Party" is defined in Section 17(a).

"Institutional Lender" means any Mortgagee that is a commercial bank, savings bank,
savings and loan institution, insurance company, pension fund, investment bank, opportunity
fund, mortgage conduit, real estate investment trust, commercial finance lender or other similar
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financial institution that ordinarily engages in the business of making, holding or servicing
commercial real estate loans, including any affiliate thereof, with at least $1 Billion of assets and
at least $500 Million of tangible net worth for a Mortgagee of the Retail Improvements,
Residential Improvements, Parking Garage, Hotel Improvements and/or the Office
Improvements.

"Joint Powers Agreement" means that certain Joint Exercise of Powers Agreement
dated as of September 2, 2003 by and between the County of Los Angeles and The Community
Redevelopment Agency of the City of Los Angeles, California.

"Laws" shall mean all procedural and substantive federal, state and local laws, moratoria,
initiatives, referenda, ordinances, rules, regulations, standards, orders and other governmental
requirements (including those relating to the environment, health and safety or handicapped
persons, and those imposed by Authority ), applicable to all or any portion of the Project, or the
ownership, use, operation, maintenance, sale, lease or other disposition thereof, or to the
development and construction of the Project and the Improvements, including all permits,
licenses, approvals, entitlements, variances, exemptions, and other governmental authorizations
applicable to the ownership, development, construction, use, operation or maintenance of all or
any portion of the Project, including any development agreement, indemnity, surety or
performance bond or other similar assurances to governmental agencies in connection with the
obtaining of entitlements and other governmental approvals for the Project. The Laws include
the Hazardous Materials Laws.

'“Lease Consideration” is defined in Sebtion 204(A). .

"Letter of Credit" is defined in Section 208(2).
"Living Wage" is defined in Exhibit “O”.

"Living Wage Policy" is defined in Exhibit “0”.

"Lower Income Household" means a household with an adjusted income that does not
exceed the qualifying limits for lower income families, as established and amended form time to
time, adjusted for actual household size, pursuant to Section 8 of the United States Housing Act
of 1937, and as published by the State of California Department of Housing and Community
Development.

"Lower Income Unit" means an Affordable Housing Unit reserved for occupancy by a
Lower Income Household.

"Market Rate Condominium" means any residential condominium unit that is not an
Affordable Housing Unit.

"Market Rate Rental Unit" means any residential rental unit that is not an Affordable
Housing Unit.

"Maximum Development Site Floor Area" is defined in Section 105.
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"Median Income" shall mean the median gross yearly income, adjusted for actual
household size, in the Los Angeles PMSA as determined by the U.S. Department of Housing and
Urban Development ("HUD") and as published from time to time by the State of California
Department of Housing and Community Development ("HCD"). In the event that such income
determinations are no longer published, or are not updated for a period of at least eighteen (18)
months, Authority shall provide Developer with other income determinations which are
reasonably similar with respect to methods of calculation to those previously published by HUD.

"Memorandum of DDA" means a Memorandum of this Agreement in the form of
Exhibit “E” attached hereto.

“Minimum Period” is defined in Section 204(CYD(a)(ii1).

"Mortgage" means any mortgage, deed of trust, pledge, encumbrance or other security
interest granted to a lender not Affiliated with Developer, made in good faith and for fair value,
encumbering all or any part of Developer's interest in this Agreement, the Ground Leases, the
Project Documents, the Project or the Development Site. “Mortgage” shall not include any
mortgage, deed of trust, pledge, encumbrance or other security interest granted to a lender (i) in
which Developer or an Affiliate of Developer has an interest of 20% or more, or (11) which has
an interest of 20% or more in Developer or an Afﬁhate of Developer.

n

Mortgagee" means any mortgagee, beneﬁ01ary under any deed of trust, trustee of any
bonds, and, with respect to any Parcel which is the subject of a sale-leaseback transaction, the
person acquiring fee title. -

"Net Parking Revenues" is defined in Article 3.

"Net Tax Increment"” means Tax Increment from the applicable Phase net of the
following payments:

1) any payments to any and all governmental entities pursuant to any provision of
Laws, or pursuant to tax sharing/pass-through agreements (including any and all agreements
implementing those tax sharing/pass-through agreements), which shall include but not be limited
to, the pass-through agreement between the CRA and the County pursuant to the 1991 OPA, and
any statutory pass-through payments to taxing agencies; and

(i1) the payment of 25% Tax Increment to a set-aside pursuant to Section 33334.2 of
the Community Redevelopment Law for the Low and Moderate Income Housing F und for the
Bunker Hill Redevelopment Project Area; and

(iii)  the amount of Bunker Hill Tax Increment Revenues which is or will be pledged
pursuant to the bond resolutions for the Senior Lien Bonds, Subordinate Lien Bonds and any
Subordinate Parity Bonds subject to the provisions of Section 1616 hereof: and

(iv)  any payments that the CRA may be required by the State to pay from time to
time, including by way of example and without limiting the generality of the foregoing, any
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payments that the CRA may be required to pay to the Education Revenue Augmentation Fund
pursuant to Section 33681 et seq. of the California Health and Safety Code; and

v) the amount of any revenues received by the CRA that are attributable to any
special taxes or assessments or voter-approved indebtedness; and charges for County
administrative charges, fees or costs.

“Non-Anchor Space” is defined in Section 204(C)(D(a)(iii).

"Notice of Default" is defined in Section 1302.

"Office Improvements" means any office buildings and related improvements that may
be constructed in Phase IT or Phase III.

_ "Official Records" means the recd_rds of tﬁe Ofﬁce of the County Recorder of Los
Angeles County. :

"Qffsite Publicly Owned Improvements" means those offsite publicly owned
improvements for Phase I that are listed on Schedule 3(A) attached hereto.

"Operator(s) " is defined in Section 205.

"Operator Ground Lease(s)" is defined in Section 205.

"Other Agreements" means each agreement to be executed pursuant hereto or in
connection with the transactions contemplated hereby.

"Owner(s)" is defined in Section 202.

"Parcel(s)" means each of the Phase I Parcel, the Phase II Parcels and the Phase III
Parcel.

"Park Completion" is defined in Section 507(1).

"Parking and Hotel Tax Rebates" is defined in Section 101(7).

“Parking Garage” means, as to each Phase, a subterranean parking facility with parking
for residential owners and renters, if applicable, and Public Parking.

"Park Parcel" is defined in Section 106.
"Phase" means a phase of the Project (i.e., Phase I, Phase II and Phase III).

"Phase I" means the construction and development of the Phase I Improvements on the
Phase I Parcel.

"Phase I County Ground Lease" is defined in Section 202.

"Phase I CRA Ground Lease" is defined in Section 202.
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"Phase I Final Construction Budget" is defined in Section 408(1).

"Phase I Parcel" is defined in Section 104 and is also referred to herein as “Parcel Q” of
the Redevelopment Plan.

"Phase I Title Policy" is defined in Section 209.

"Phase II" means the construction and development of the Phase Il Improvements on the
Phase II Parcels.

"Phase II Adjusted Leasehold Acquisition Fee" is defined in Section 204(G)(D).

"Phase II Adjusted Leasehold Acquisition Fee Qutside Date" is defined in Section

204(G)(D).
"Phase II CRA Ground Lease" is defined in Section 202.

"Phase II Final Construction Budget" is defined in Section 408(2).

"Phase II FMV Outside Date" is defined in Section 204(G)(D).

"Phase II Outside Construction Start Date" is defined in the Schedule of Performance.

"Phase II Parcels" is defined in Section 104 and are also referred to herein as “Parcels L
and M-2” of the Redevelopment Plan.

"Phase II Title Policy" is defined 1n Section 209.

"Phase III" means the construction and development of the Phase III Improvements on
the Phase I1I Parcel. :

"Phase III Adjusted Leasehold Acquisition Fee " is defined in Section 204(G)(D).

"Phase III Adjusted Leasehold Acquisition Fee Qutside Date" is defined in Section
204(G)(D). :

"Phase III CRA Ground Lease" is defined in Section 202.

"Phase III County Ground Lease" is defined in Section 202.

"Phase I Final Construction Budget" is defined in Section 408(3).

"Phase IIT FMYV Outside Date"” is defined in Section 204(G)(D).

"Phase III Notice Date" is defined in Section 105.

"Phase III Outside Construction Start Date" is defined in the Schedule of
Performance.
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"Phase III Parcel" is defined in Section 104 and is also referred to herein as “Parcel W-
2” of the Redevelopment Plan.

"Phase III Title Policy"” is defined in Section 209.

"Phase Specific Housing Funds" means an amount equal to twenty percent (20%) of the
annual Tax Increment.

"Proceeds"” means the net amount of insurance proceeds received by Developer on
account of damage to or destruction of the Improvements or any portion thereof, or the net
amount of any compensation or award received on account of a Condemmation, in either case net
of amounts required to be paid to any Mortgagee and the reasonable costs and expenses incurred
by such person in collecting said amounts (including reasonable attorneys' fees).

"Project"” is defined in Section 101(9).

"Project Area" means the Bunker H111 Redevelopment Project Area and the Central
Business District Project Area.

"Project Description" is defined in Section 101(4).

"Project Documents" is defined in Section 403.

"Project Images" is defined in Section 1615.

“Public Parking” means public parking facﬂltles for retail visitors and the general pubhc
and, as applicable, for Hotel visitors and guests.

"Public Space Improvements" is deﬁned in Article 3.

"Public Space Improvements Easement Asreement” is defined in Article 3.

"Public Space Investment" is defined in Article 3.

"Qualified Appraiser" is defined in Section 204(G)(X1ID).

"Qualified Developer" is defined in Section 906(2).

"Qualified Owner" is defined in Section 205.

"Qualifying Sale" is defined in Section 204(B)Y(11)(a).

“Quarterly Report” is defined in Section 204(D)(ID).

"Receipts" means all original receipts, invoices, contracts, agreements or other
paperwork.

"Redevelopment Plan" means (i) that certain Redevelopment Plan for the Bunker Hill
Redevelopment Project Area in the City of Los Angeles, State of California, which was approved
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and adopted by the City Council by Ordinance No. 113,231 on March 31, 1959; amended
January 12, 1968 by Ordinance No. 135,900; and amended June 25, 1970, by Ordinance No.
140,662, and (ii) that certain Redevelopment Plan for the Central Business District Project Area
in the City of Los Angeles, State of California, which was approved and adopted by the City
Council by Ordinance No. 147480 on July 18, 1975; amended December 17, 1986; amended
December 20, 1994; and amended May 1, 2002 by Ordinance No. 174592.

"Reference Rate" means the prime rate of interest or other equivalent reference rate from
time to time announced by the Bank of America National Trust and Savings Association (or if
Bank of America National Trust and Savings Association ceases to exist or ceases to announce a
prime or reference rate, then the prime or reference rate announced from time to time by the
largest California state chartered bank in terms of assets).

"Related Key Personnel"” is defined in Section 906(1).

"Release" means any spilling, leaking, pumping, pouring, emitting, emptying,
discharging, injecting, escaping, leaching, dumping, or disposing into the environment (including -
the abandonment or discarding of barrels, containers, and other closed receptacles contalmng any
Hazardous Materials).

"Reply" is defined in Section 1705(2)(e).

"Request for Arbitration" is defined in Section 17(a).

“Residential Condominium Improvements” means the residential condominium units
to be constructed in Phase I, Phase II and, if applicable, Phase III.

“Residential Improvements” means collectively the Residential Condominium
Improvements and the Residential Rental Improvements.

“Residential Rental Improvements” means the residential rental units to be constructed
in Phase I, Phase II and, if applicable, Phase III.

"Responding Party" is defined in Section 17(a).

"Restrictions" is defined in Section 107.

“Retail Improvements” means that portion of the Improvements in each Phase that is
intended for retail, restaurant, and/or entertainment uses, including a health/sports club,
regardless of whether or not such space is actually leased or occupied by such tenants.

“RevPar” is defined in Section 204(D)(I1).

"Schematic Design Drawings" is defined in Section 404(1).

"Senior Lien Bonds" means all Bunker Hill Redevelopment Area senior position tax
allocation bond issues outstanding as of the date of this Agreement and all refundings of such
bonds.
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"Separate Dispute” is defined in Section 1710(1).

"Sixty Percent Household" means a household with an adjusted income that does not
exceed sixty percent (60%) of the Median Income, adjusted for actual household size.

"Sixty Percent Household Unit" means an Affordable Housing Unit reserved for
occupancy by a Sixty Percent Household.

"State" means the State of California.

"Streetscape Improvements" is defined in Article 3.

"Subordinate Lien Bonds" means all Bunker Hill Redevelopment Area tax allocation
bond issues which are subordinate in lien position to the Senior Lien Bonds and which are
outstanding as of the date of this Agreement and all refundings of such bonds.

"Subordinate Liens" means the lien'_s, easements, reversionary interests and other -
encumbrances listed on Exhibit “F” attached hereto.

"Subordinate Parity Bonds" means any loans, bonds, notes, advances or other
evidences of indebtedness expressly made payable from Tax Increment subordinated to the
Senior Lien Bonds but not expressly subordinated in priority to payment of the Subordinate Lien
Bonds and all refundings of such bonds.

"Tax Increment" means the annual property tax directly derived from the applicable
Phase and paid to the CRA pursuant to Section 33670(b) of the California Health and Safety
Code.

"Tenants" means those persons who lease certain portions of space within the
Improvements from Developer.

"Terminating Event" is defined in Section 1312.

“Threshold” is defined in Section 204(CY(I)(a)(iii).

"Title Company" is defined in Section 209.

"Title Report" is defined in Section 210(1).
"Transfer" is defined in Section 902(1).

"Upper Second Street" is defined in Section 409(1).

"Very Low Income Household" means a household with an adjusted income that does
not exceed the qualifying limits for very low income households, adjusted for actual household
size, as established and amended from time to time pursuant to Section 8 of the United States
Housing Act of 1937, and as published by the State of California Department of Housing and
Community Development
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"Very Low Income Unit" means an Affordable Housing Unit reserved for occupancy by
a Very Low Income Houschold.

"Written Appraisal Evidence" is defined in Section 1707.

ARTICLE 2
ASSEMBLY OF DEVELOPMENT SITE

201  Developer Parcel.

Developer may, at its option, acquire or ground lease from the owner thereof the
parcel commonly known as Parcel W-1 located within the rectangular area generally bounded by
Olive Street, First Street, Hill Street, and a line approximately 70 feet east of and parallel to the
center line of the Second Street tunnel in Los Angeles, California, consisting of approximately
53,631 square feet of land (the “Developer Parcel”). Since the Implementation Plan includes
both Parcels W-1 and W-2, Developer’s acquisition or ground lease of Parcel W-1 prior to the
deadline set forth in the Schedule of Performance for entering into the Phase III Ground Lease is
a condition precedent to Developer’s right to enter into the Phase III Ground Lease. Such
condition may be waived by the Authority upon Developer’s presentation of a revised
development plan for Phase III that does not require Developer’s control of Parcel W-1, if such
plan is acceptable to the Authority in its sole discretion. Developer has submitted to the
Authority an alternative Implementation Plan for Phase III encompassing only Parcel W-2 in the
form attached hereto as Exhibit “M”, and, subject to the County’s rights under Section 213
hereof, the Authority hereby approves such alternative Implementation Plan for Phase III in the
event Developer fails to obtain control of the Developer Parcel.

202  Authority Parcels.

The Phase I Parcel and the Phase III Parcel are owned in fee by the County. The
Phase II Parcels are owned in fee by the CRA. Concurrently with the execution and delivery of
the Phase I Ground Lease by Authority and Developer, and as a condition to the effectiveness
thereof, the County will ground lease the Phase I Parcel to the CRA (the “Phase I County
Ground Lease”) and the CRA will, in turn, ground lease the Phase I Parcel to the Authority
(“Phase I CRA Ground Lease”) so that Authority can enter into the Phase I Ground Lease with
Developer. Concurrently with the execution and delivery of the Phase II Ground Lease by the
Authority and Developer, and as a condition to the effectiveness thereof, the CRA will ground
lease the Phase II Parcels to Authority (“Phase II CRA Ground Lease”) so that Authority can
enter into the Phase II Ground Lease with Developer. Concurrently with the execution and
delivery of the Phase III Ground Lease by the Authority and Developer, and as a condition to the
effectiveness thereof, subject to Section 213, the County will ground lease the Phase III Parcel to
the CRA (the “Phase III County Ground Lease”) and the CRA will, in turn, ground lease the
Phase III Parcel to the Authority (“Phase III CRA Ground Lease™) so that Authority can enter
into the Phase III Ground Lease with Developer. Authority shall cause the Phase I County
Ground Lease and the Phase I CRA Ground Lease to include non-disturbance provisions so that
a termination thereof prior to expiration of the term will not affect the rights of Developer under
the Phase I Ground Lease, the rights of the Operators under any Operator Ground Leases for
Phase I, or the rights of any condominium owner in Phase I that is not an Affiliate of Developer.
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Authority shall cause the Phase II CRA Ground Lease to include non-disturbance provisions so
that a termination thereof prior to expiration of the term will not affect the rights of Developer
under the Phase II Ground Lease, the rights of the Operators under any Operator Ground Leases
for Phase II, or the rights of any condominium owner in Phase II that is not an Affiliate of
Developer. Authority shall cause the Phase III County Ground Lease and the Phase ITTI CRA
Ground Lease to include non-disturbance provisions so that a termination thereof prior to
expiration of the term will not affect the rights of Developer under the Phase IIT Ground Lease,
the rights of the Operators under any Operator Ground Leases for Phase III or the rights of any
condominium owner in Phase III that is not an Affiliate of Developer. The Phase I County
Ground Lease, Phase I CRA Ground Lease, Phase II CRA Ground Lease, Phase III County
Ground Lease and Phase III CRA Ground Lease shall each also include attornment provisions
and lender protection provisions.

‘ The County and the CRA, as owners of fee title to their respective Authority
Parcels, shall be referred to herein as the “Owner” and collectively as the “Owners.” Pursuant
to the Conveyance and Funding Agreement, the CRA has committed to enter into the Phase I
CRA Ground Lease, the Phase IT CRA Ground Lease, and the Phase III CRA Ground Lease -
(collectively, the “CRA-Authority Leases”) within such time as set forth in the Schedule of
Performance, each with a term of one day less than 99 years (except as to the Phase IT CRA
Ground Lease, which will have a term of 99 years), so that Authority will control the Authority
Parcels. ' .

The CRA-Authority Leases and the County Ground Leases shall provide that the -
lessors thereunder will enter into a reasonable form of non-disturbance and recognition
agreement with Anchor Tenants (as hereinafter defined) providing for the recognition by the
County or the CRA, as applicable, of each Anchor Tenant’s lease as a direct lease or sublease, as
applicable, on all the same terms and conditions as the applicable Anchor Tenant’s lease, so long
as the Anchor Tenant is not then in default beyond all applicable notice and cure periods under
its lease and attomns to the County or the CRA, as applicable. The CRA-Authority Leases and
the County Ground Leases shall also provide that the CRA or the County, as applicable, will
reasonably consider entering into such a non-disturbance and recognition agreement with non-
Anchor Tenants that are material to the Retail Improvements in a Phase and have invested
significant amounts of their own funds in the improvement of their premises. :

Each Ground Lease will provide that a default thereunder by Developer shall not
affect the rights of each condominium owner that is not an Affiliate of Developer to retain
ownership and use of such owner’s condominium unit for the balance of the term of the Ground
Lease in question.

As a condition of and prior to entering into the CRA-Authority Leases, the CRA,
County, City and Authority shall first satisfy the requirements of California Health and Safety
Code Sections 33431, 33433, and 33445 as applicable, including the requirements of notice,
public hearing, and a written report on the disposition of the applicable Parcels.

203 Intentionally Omitted.

204  Ground L.eases of Authority Parcels to Developer:; Condition of Title.
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In accordance with and subject to all the terms, covenants and conditions of this
Agreement, and pursuant to the Schedule of Performance, Authority and Developer shall enter
into a separate Ground Lease for each of the Phase I Parcel (the “Phase I Ground Lease”), the
Phase II Parcels (the “Phase II Ground Lease”), and the Phase III Parcel (the “Phase III
Ground Lease”), each in the form attached hereto as Exhibit “G” (each referred to herein
individually as a “Ground Lease” and collectively, as the “Ground Leases™); provided,
however, that the final form of each Ground Lease shall, unless the parties mutually agree
otherwise, be made consistent with the terms and provisions of this Agreement to the extent there
is an inconsistency between the form of Ground Lease attached hereto as Exhibit “G” and the
terms and provisions of this Agreement; and provided, further, that Authority shall not be
obligated to deliver possession of the Parcels subject to a Ground Lease until Developer has
satisfied the conditions precedent contained in Article 4 below with respect to such Phase. The
conveyances contemplated by the Ground Leases shall be made on an “AS IS WHERE IS AND
WITH ALL FAULTS” basis. In the event of a conflict between the executed Ground Lease for a
Phase and this Agreement, the executed Ground Lease shall control.

The Phase I Ground Lease and the Phase III Ground Lease shall each be a ground
sub-sublease for a term of two (2) days less than 99 years. The Phase II Ground Lease shall be a
ground sublease for a term of one day less than 99 years. Each Ground Lease shall require
Developer to pay the lease consideration set forth below. The interests of each Owner and the
Authority in each Authority Parcel shall be unsubordinated to any liens or mortgages in favor of
any Mortgagee or other creditor of Developer, including any lender providing financing for all or
any portion of the Development Site. The Development Site and each Ground Lease shall be
subject to-all of the terms and conditions of this DDA. Each Ground Lease shall make the
disclosures required by California Health & Safety Code Section 33673 and Revenue & Taxation
Code Section 107.6. Developer agrees to develop, improve and use or cause the development,
improvement and usage of the Project for the consideration herein, and subject to the terms,
condltlons and provisions set forth in this Agreement and the Ground Leases.

A. Lease Consideration Generally: The con51derat10n to be paid under each Ground
Lease shall be comprised of both (1) a Leasehold Acquisition Fee, comprised of a
Residential Leasehold Acquisition Fee, Retail Leasehold Acquisition Fee, Hotel
Leasehold Acquisition Fee (if applicable) and Office Leasehold Acquisition Fee (if
applicable) and (2) Incentive Rent, comprised of Residential Incentive Rent, Retail
Incentive Rent, Hotel Incentive Rent (if applicable) and Office Incentive Rent (if
applicable) (collectively, the “Lease Consideration™). The actual Lease Consideration
for each Ground Lease shall be calculated based on the final Improvements that will be
developed in the applicable Phase (i.e., the number of condominium and/or rental
housing units, the number of square feet of Retail Improvements, the number of Hotel
rooms and the number of square feet of office space in each Phase). The amount of the
Lease Consideration to be charged to Developer for each category of Improvements has-
been agreed to by Authority in consideration for, and is based on, Developer’s agreement
to construct Improvements having the uses and the minimum Floor Area in each Phase
specified in the Scope of Development, unless Authority approves, in its discretion, a
changed scope of development for a particular Phase, without a reduction in the total
minimum Lease Consideration payable by Developer.
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B. Residential Lease Consideration.

L Residential Leasehold Acquisition Fee. Developer shall pay a Leasehold
Acquisition Fee for each Phase which is determined based on the number and type of
residential housing units developed in such Phase, as follows:

a. Market Rate Condominiums: Seventy-Five Thousand Dollars ($75,000)

per unit.
b. Market Rate Rental Units: Twenty Thousand Dollars ($20,000) per unit.
C. Affordable Housing Units: No lease consideration shall be owed for the

Affordable Housing Units developed in any Phase.

IL Residential Incentive Rent: Developer shall pay Residential Incentive
- Rent for each Phase which is determined based on-the number and type of residential
units developed and sold or leased in each Phase, as follows:

a. Market Rate Condominiums: With respect to the condominium
units in Tower 1 (as described in the Scope of Development), a one time payment
equal to five-percent (5%) of the gross sales proceeds from each condominium
unit to the extent such gross proceeds exceed thie lower of (i) Eight Hundred
Dollars ($800) per square foot multiplied by the total number of square feet in
each condominium unit sold or (ii) the actual direct and indirect development
costs of each condominium unit sold. With respect to the condominium units in
Tower 2 (as described in the Scope of Development), a one time payment equal to
five percent (5%) of the gross sales proceeds from each unit to the extent such
gross proceeds exceed the lower of (i) Seven Hundred Dollars ($700) per square
foot multiplied by the total number of square feet in each condominium unit sold
or (ii) the actual direct and indirect development costs of each condominium unit
sold. For each of Phase II and Phase III, the applicable threshold amount for
Market Rate Condominiums will be the lower of (i) Seven Hundred Dollars
($700) per square foot increased by the same percentage as the increase in the CPI
from the Effective Date until the date of the payment of the full Leasehold
Acquisition Fee for such subsequent Phase, multiplied by the total number of
square feet in each condominium unit sold, or (ii) the actual direct and indirect
development costs of each condominium unit sold. For purposes of calculating
the gross sales proceeds from the sale of any condominium unit, the proceeds
from the sale of parking spaces as part of or in connection with the sale of
condominium units (or independently) shall be included. If any condominium or
parking space is sold on an installment sale basis or other deferred basis
(including in a transaction in which Developer carries back a purchase money
note), Developer shall be deemed to have received the entire amount of the gross
sales proceeds on the date of the initial closing of the sale of such unit or parking
space without regard to any such deferral of a portion of the purchase price. Only
the first sale of a Market Rate Condominium to a non-Affiliate of Developer
(“Qualifying Sale”) will require the payment of the Residential Incentive Rent as
to such unit. If a Market Rate Condominium is sold or transferred to an Affiliate
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of Developer, such transaction shall not require the payment of the Incentive
Rent, but a subsequent Qualifying Sale of such unit will require the payment of
Incentive Rent.

As used in the preceding paragraph, “development costs” means the hard
and soft construction costs, indirect costs following completion of the applicable
condominium units (i.e., homeowner’s association costs, interest paid on
construction financing that is not capitalized as part of the loan balance, sales
commissions and closing costs) and directly allocable land costs (i.e. Leasehold
Acquisition Fee) allocable to the airspace occupied by the applicable
condominium unit paid by Developer to third parties not affiliated with Developer
(and excluding any management fee or development fee paid to Developer, its
Affiliates, or any entity in which Developer or an Affiliate of Developer has an
interest of 20% or more, to the extent such fee exceeds 3% of the development
costs (excluding.development and management fees and any land costs)) as
determined by Developer and approved by the Authority, which approval shall
not be unreasonably withheld by the Authority. Developer shall report its total
development costs for the condominium units in each Phase to the Authority prior
to the closing of the first sale of a condominium unit in the applicable Phase.
With respect to the condominium units in Phases II and III, Developer and the
Authority will reasonably consider adjusting the $700 per square foot threshold
upward or downward to reflect the actual development costs of the Residential
Condominium Improvements in each such Phase.

So long as the Ground Lease for a particular Phase is in effect, neither
Developer nor its successors shall sell any Market Rate Rental Units in such
Phase as individual condominium units. :

b. Market Rate Rental Units: With respect to Market Rate Rental Units, an
annual payment equal to the sum of:

1. Two percent (2.0%) of the gross annual rents in excess of Forty
Dollars ($40.00) per square foot (and up to $45.00 per square foot) of GLA per
annum; plus

2. Two and a half percent (2.5%) of the gross annual rents in
excess of Forty-Five Dollars ($45.00) per square foot (and up to $50.00 per square
foot) of GLA per annum; plus

3. Five percent (5.0%) of the gross annual rents in excess of Fifty
“ Dollars ($50) per square foot of GLA per annum. ’

The foregoing $40.00, $45.00 and $50.00 threshold amounts of gross
annual rents for each level of Residential Incentive Rent on Market Rate Rental
Units will be (i) calculated without any deductions or offsets of any kind
(provided, however, that “free rent” and the value of other cash equivalent rent
credits shall be excluded) and (ii) increased on the twentieth (20™) anniversary of
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the Effective Date and each twenty (20) year anniversary thereafter (each an
“Adjustment Date”) by the same percentage as the percentage increase in the
CPI between the Effective Date and such Adjustment Date; provided, however, in
no event shall the adjustment of the foregoing threshold amounts for calculating
Residential Incentive Rent on any Adjustment Date reduce the amount of
Residential Incentive Rent payable to the Authority below the amount of
Residential Incentive Rent payable to the Authority during the period immediately
prior to such Adjustment Date. Residential Incentive Rent applies to Market Rate
Rental Units only and will be calculated on a per building basis for each calendar

year.

C. Retail Lease Consideration

I. Retail Leasehold Acquisition Fee. Developer shall pay a Retail Leasehold

Acquisition Fee for each Phase which is calculated as follows:

a. Forty Dollars ($40.00) per square foot multiplied by the aggregate
number of square feet of GLA (as defined in Section 110 above) of the
Retail Improvements in each Phase. Notwithstanding the foregoing, no
Retail Leasehold Acquisition Fee shall be payable with respect to that
portion of the GLA of Retail Improvements in each Phase that is
leased to Anchor Tenants, subject to the following limitations:

1.

1i.

1il.
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Phase I: Not more than forty percent (40%) of total Retail

~ Improvements GLA in Phase I will be exempt from the Retail

Leasehold Acquisition Fee even if more than 40% of the total
Retail Improvements GLA is leased to Anchor Tenants;

Phases II and III: Not more than twenty-five percent (25%) of
the total Retail Improvements GLA in each of Phase II and
Phase IIT will be exempt from the Retail Leasehold Acquisition
Fee for such Phase even if more than 25% of the Retail
Improvements GLA in such Phase is leased to Anchor Tenants;

Permanent or Temporary Exemption. If an Anchor Tenant
lease remains in effect (with the Anchor Tenant occupying its
leased premises and operating its business therefrom) for at
least seven (7) years after the commencement date of such
lease (the “Minimum Period”), then the space subject to such
lease will remain exempt from the Leasehold Acquisition Fee
permanently. However, if such Anchor Tenant lease is in
effect for less than the Minimum Period (or the Anchor Tenant
does not occupy its leased premises and operate its business
therefrom for the Minimum Period) and the space in question
(the “Former Anchor Space”) is not re-leased to a
replacement Anchor Tenant, then as to any portion of such
space that is leased to a non-Anchor Tenant (hereinafter
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referred to as “Non-Anchor Space”), a Leasehold Acquisition
Fee will be owed by Developer (or its successor as the ground
lessee under the Ground Lease) beginning on the date that non-
Anchor Tenant(s) lease 75% or more of the Former Anchor
Space, subject to the remainder of this Subsection (iii). Such
Leasehold Acquisition Fee will be payable in the amount of
Forty Dollars ($40.00) per square foot multiplied by the
aggregate number of square feet of GLA in the Non-Anchor
Space leased to the non-Anchor Tenant(s), increased by the
same percentage as the increase in the CPI from the Effective
Date until the date of the payment of such Leasehold
Acquisition Fee, if and only if either (x) the Anchor Tenant
lease was surrendered or terminated for any reason other than a
default or bankruptcy by the Anchor Tenant, or (y) both (I) the
Anchor Tenant lease was terminated as a result of a default or
bankruptcy by the Anchor Tenant, and (II) the non-Anchor
Tenant lease(s) result(s) in Developer meeting the Threshold

-upon the leasing of 75% or more of the Former Anchor Space.

For purposes hereof, Developer shall meet the “Threshold” if

- the non-Anchor Tenants are obligated to pay Gross Rents

(incliding base rent and percentage rent) on the Non-Anchor
Space on a collective basis during the Applicable Term (as
defined below) that equal or exceed the original Anchor Tenant
lease rent for such space that would have been payable during
the Applicable Term, plus an amount equal to an 8% per
annum return on Developer’s Incremental Costs (as hereinafter
defined) during the Applicable Term. As used herein,
“Incremental Costs” means the incremental additional out-of-
pocket costs incurred by Developer to lease such space to the
non-Anchor Tenant(s), including tenant improvement costs,
third party leasing commissions and attorneys’ fees incurred in
connection with the lease(s) to the non-Anchor Tenant(s), plus
the actual amount of lost rent at the original Anchor Tenant’s
rate on the space in question during the period that the space
was not leased, but not to exceed eighteen (18) months. As
used herein, “Applicable Term” shall mean the term of the
Non-Anchor Space lease (excluding extension options), except
that such term shall be deemed to expire not later than the date
that the term of the former Anchor Tenant lease would have
expired (excluding any extension term). If more than one non-
Anchor Tenant lease is executed, then the determination of
whether the Threshold is satisfied shall be made on a collective
basis for all of the Non-Anchor Space; provided, however, if
the lease terms of multiple Non-Anchor Space leases do not all
have the same commencement and expiration dates, then the
Gross Rents payable under each Non-Anchor Space lease, the
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Gross Rents that would have been payable under the Anchor
Tenant lease for the portion of the Former Anchor Space that is
the subject of such Non-Anchor Space lease, and the
calculation of the return on Developer’s Incremental Costs for
such Non-Anchor Space lease, shall be calculated based on the
Applicable Term for each specific Non-Anchor Space lease
and then aggregated for all of the Non-Anchor Space leases to
determine whether the Threshold has been met on an overall
collective basis. By way of example, if an Anchor Tenant
lease for a 50,000 square foot supermarket is terminated by
Developer prior to expiration of the Minimum Period due to a
default, and Developer then re-leases 40,000 square feet of
such space to another Anchor Tenant supermarket, a Leasehold
Acquisition Fee will be due on the remaining 10,000 square
feet (the Non-Anchor Space) at the time that 7,500 or more
square feet thereof is leased to one or more non-Anchor
Tenants and the Threshold is met. So if of such 10,000 Former
Anchor Space 7,500 square feet is leased to a non-Anchor
Tenant but the Threshold is not met, no Leasehold Acquisition
Fee will be owed; however, if an additional 1,000 square feet is
thereafter leased to a non-Anchor Tenant and the lease of such
space, together with the prior lease of the 7,500 square feet,
causes the Threshold to be met, a Leasehold Acquisition Fee
will be owed on the entire 8,500 square feet. Such calculations
shall be made for the remaining 1,500 square feet as and when
such space is leased. Once the Threshold is met for one or
more Non-Anchor Space leases that collectively constitute
75% or more of the Former Anchor Space (i.e,. the 8,500
square feet of space in the above example), there shall be no
subsequent re-determination of whether the Threshold has been
met for such previously leased space (i.e., inadequate financial
terms relative to the subsequent lease of the remaining 1,500
square feet in the above example shall not cause a
redetermination that the Threshold was not met for the initial
8,500 square feet of space), but at the time of the lease of the
remaining 1,500 square feet of space the financial terms
relative to the initial 8,500 square feet of space shall be taken
into consideration in determining whether the Threshold is met
(and a Leasehold Acquisition Fee is payable) with respect to
the remaining 1,500 square feet of space.

Developer shall have the obligation to report to the Authority
all rent of any source (base rent, percentage rent, etc.) that it
receives for Non-Anchor Space, together with such additional
information as is necessary for the Authority to verify the
Developer’s calculation of whether or not a Leasehold
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Acquisition Fee is owed under this Subsection (iii) within
thirty (30) days of entering into any lease for Non-Anchor
Space. The Authority shall have the right to review and .
reasonably approve such calculation.

iv. “Anchor Tenant” means a major tenant that will (A) attract
visitors to the Retail Improvements, (B) lease and occupy at
least 10,000 square feet of GLA in the Retail Improvements for
an initial term of at least fifteen (15) years (provided that in the
case of tenants leasing and occupying space on the third floor
of the Retail Improvements in Phase I above the Grand Avenue
level the 10,000 square foot requirement will be reduced to
5,000 square feet), and (C) pay local sales taxes on their
primary sources of revenue. Anchor Tenants shall include,
without limitation (1) a full service food market occupying a
minimum of 30,000 square feet of GLA, (2) a bookstore
occupying a minimum of 10,000 square feet of GLA, and (3)
cinema and/or other entertainment tenants, even if such cinema
or entertainment tenants do not pay sales taxes on their primary
sources of income, provided such cinema and entertainment
uses do not exceed an aggregate of twenty-five percent (25%)
of the total Retail Improvements GLA. Anchor Tenants will
not include a health club or a restaurant. The tenants identified
on Exhibit “H” attached hereto may also be included as Anchor
Tenants provided that they satisfy the criteria set forth in the
first sentence of this Subsection (iv); and

v. Cultural Use. A cultural use approved by the Authority, in the
Authority’s sole discretion, would also be exempt from any
Retail Leasehold Acquisition Fee (but not Incentive Rent) but
the Retail Improvements GLA that is occupied by such a
cultural use would not be included in calculating the 40% or
25% of Retail Improvements GLA that is exempt from the
Retail Leasehold Acquisition Fee under the Anchor Tenant
exemption referenced in subsections (i) and (ii) above.

Developer must specify to Authority the specific Anchor Tenants that will be
located in each Phase, and the square feet of Retail Improvements that will be
leased and occupied by such Anchor Tenants, and provide such supporting
information about such tenants, and the Authority will have the right to review
copies of such tenants’ leases as are requested by Authority before the date on
which the Ground Lease for such Phase will be effective, so that the final
Leasehold Acquisition Fee for such Phase can be determined. With respect to
Phase I, if all of the Anchor Tenants are not identified prior to the Effective
Date, Developer shall have the right to cause a reconciliation of the final
Retail Leasehold Acquisition Fee after all of such Anchor Tenants are in place,
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but no later than the earlier to occur of (i) the Phase II Adjusted Leasehold
Acquisition Fee Outside Date, or (ii) the date of payment of any Phase II
Leasehold Acquisition Fee.

II. Retail Incentive Rent: Developer shall pay Retail Incentive Rent for each
Phase which is equal to two percent (2%) of Gross Rents from all retail,
restaurant and entertainment Tenants and licensees (as defined below) in the
Retail Improvements and Public Space Improvements in each Phase,
commencing the first day of the fourth (4™) year after commencement of
operation of the Retail Improvements in each Phase. For purposes of this
Agreement, “commencement of operation of the Retail Improvements” as
to each Phase shall be deemed to have occurred when stores constituting at
least twenty percent (20%) of the GLA of the Retail Improvements in such
Phase are open for business; provided, however, that restaurant soft openings,
pre-opening activities and other pre-opening events not open to the general
public shall not be taken into account in determining the “commencement of
operation of the Retail Improvements™ unless the Tenant conducting such
activities has commenced paying rent to Developer. “Gross Rents” means
the annual total rent paid by each retail, restaurant and entertainment Tenant
and licensee (including, without limitation, fees or rents paid for carts,
kiosks, and temporary users, antennae license fees, and fees paid for signage
or other advertising in the Project) to-Developer or the Operator of the Retail
Improvements or its successors or affiliates, whether designated as base rent,
percentage rent, or additional rent, including Developer’s markup on
additional rent (to the extent the amount of such markup in any year exceeds
the amount of common area maintenance costs for the Retail Improvements
that are paid by Developer without reimbursement from Tenants and
licensees in the Project for the applicable year), but excluding (i) utilities and
taxes that are paid directly by one or more Tenants to the utility companies or
County tax collector and (ii) utilities, taxes or common area maintenance
costs that are paid by one or more Tenants to Developer or the Operator of
the Retail Improvements (or their successors) pursuant to separate expense
billings. The following example illustrates a circumstance where
Developer’s excess markup on additional rent would be included in Gross
Rents: if Developer’s markup is $150,000 in a year and common area
maintenance expenses for that year are $1,000,000, and Developer recovers
only $900,000 of such common area costs from the Tenants, then,
Developer’s excess markup which will be included in Gross Rents is $50,000
for such year. The amount of Developer’s markup on additional rent and the
amount of common area maintenance costs for the Retail Improvements paid
by Developer without reimbursement shall be calculated and reported on a
semi-annual basis (with results broken down for each month in such period)
to the Authority, which report shall be provided within thirty (30) days after
the end of each 6-month period and shall be certified as accurate by the Chief
Financial Officer of Developer or the Chief Financial Officer of the Operator
of the Retail Improvements.
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With respect to any tenant or user of the Retail Improvements that
1s an Affiliate of Developer or in which Developer or its Affiliates has an
ownership interest of twenty percent (20%) or more (such as, for example, a
restaurant tenant in which Developer is a thirty percent (30%) owner), the
Authority shall have the right to determine if the rent payable by such tenant
is comparable to the rent that would have been paid by such tenant if it was
leasing the space under a true arms length lease. If the Authority determines
that the rent payable by such Affiliate of Developer is not at least equal to the
rent that a third party arm’s length tenant would pay for such space, then
Authority shall have the right to have such tenant’s rent, for purposes of
determining the Retail Incentive Rent on such space, determined by an
arbitration process in accordance with Article 17 below.

D. Hotel Lease Consideration

L Hotel Leasehold Acquisition Fee: Developer shall pay a Leasehold
Acquisition Fee for Phase I (the only Phase in which a hotel is located)
equal to Thirty-Five Thousand Dollars ($35,000) per “key” in the Hotel
Improvements in such Phase.

II.  Hotel Incentive Rent: Developer shall pay Hotel Incentive Rent which is
equal to two percent (2%) of Gross Room Revenues, payable each calendar
year in which the operation of the Hotel achieves the RevPAR Threshold
applicable to such year specified below, on an average basis during any
consecutive 6 month period during such calendar year. “RevPar” means
the average daily room rate for the Hotel rooms charged by the Hotel
Operator during the applicable period multiplied by the average room
occupancy, expressed as a percentage of the total available room nights,
achieved by the Hotel Operator during the applicable period. The RevPar
for the Hotel shall be calculated and reported on a quarterly basis (with
results broken down for each month in such quarter) to the Authority, which
report shall be provided within thirty (30) days after the end of each
calendar quarter and shall be certified as accurate by the Chief Financial
Officer of Developer or the Chief Financial Officer of the Hotel Operator
(each, a “Quarterly Report”). The RevPAR Threshold for each year is as
follows (with the first year specified below being a partial calendar year
commencing on the opening of the Hotel and ending on December 31 of
such year, and with each subsequent year specified below being each
subsequent calendar year): :

Year RevPAR Threshold

-4 $320
$328
$336
$345

~1 O\ o=
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8 $353

9 $362

10 $371
Thereafter $0

The foregoing RevPar Threshold is based on the Hotel Operator being a
Five-Star Lodging Establishment (as rated by Mobil Travel Guide or an
alternative nationally recognized hotel rating service) Operator and the pro
forma for such Hotel provided by Developer. If the Hotel Operator is not a
Five-Star Lodging Establishment Operator, Authority and Developer shall
jointly cooperate in good faith to change the foregoing RevPar Threshold to
reflect any increased rate of return to Developer from the Hotel. If, in any
calendar year, the RevPar for the Hotel, as set forth in the Quarterly Reports
for such year, does not equal or exceed the applicable RevPar Threshold for
such year during any consecutive 6 month period, no Hotel Incentive Rent
shall be due for that year.

Without the prior consent of the Authority, no individual rooms in the Hotel shall be
transferred; sold or leased as individual hotel condominium units during the term of the Phase I
‘Ground Lease. Authority acknowledges that Developer may request the right to sell rooms in the
Hotel as hotel condominium units in the future, and Authority and Developer agree that any such
sale would be subject to the consent of the Authority in its discretion; provided, however, that
Authority shall not unreasonably withhold such consent if Authority determines that the
proposed sale of such Hotel rooms would not have an adverse impact on the Authority, the
amount of Hotel revenue or Hotel Incentive Rent, or the quality and nature of the operation of

the Hotel.

E. Office Lease Consideration:

L.

IL

Office Leasehold Acquisition Fee: Developer shall pay a Leasehold
Acquisition Fee for each Phase that includes Office Improvements, which
Leasehold Acquisition Fee shall be determined if and when any Phase of the
Project includes any Office Improvements and shall be equal to 100% of the
then current fair market value of the office land for the Phase in question, as
determined in accordance with this Agreement, but subject to Section 213.

Office Incentive Rent: Developer shall pay Office Incentive Rent for each
Phase with Office Improvements, which is an annual payment equal to two
percent (2%) of the gross annual rents from the Office Improvements,
without deduction of any kind and subject to the County’s rights under
Section 213 below.

F. Pavments of Lease Consideration:

I

As provided in Section 208, Developer has previously made a Deposit in
the amount of Fifty Million Dollars ($50,000,000) to pay the Leasehold
Acquisition Fee for Phase I in full and as a deposit to be used for a portion
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of the Leasehold Acquisition Fee for Phase II. The Leasehold Acquisition
Fee for each of Phases II and III, as adjusted in accordance with Subsection
G below, shall be paid at the Commencement of Construction of each such
Phase. :

Il.  Residential Incentive Rent for (i) Market Rate Condominiums shall be paid
by Developer at the close of each escrow from the sales proceeds for each
condominium unit sold in a Qualifying Sale and (ii) for Market Rate Rental
Units shall be paid by Developer quarterly in arrears within thirty (30) days
after the end of each calendar quarter. Upon Developer’s payment of the
required Residential Incentive Rent with respect to a Qualifying Sale of a
condominium unit, neither Developer nor any successor owner of such unit
shall have any further liability for payment of Residential Incentive Rent
with respect to such condominium unit. The Residential Incentive Rent for
Market Rate Rental Units shall be subject to annual reconciliation after the
end of each calendar year. The gross annual rents for the Market Rate
Rental Units shall be reported on an annual basis to the Authority, which
report shall be provided within sixty (60) days after the end of each
calendar year and shall be certified as accurate by (x) the Chief Financial
Officer of Developer or the Chief Financial Officer of the Operator of the
Market Rate Rental Units, and (y) an independent certified public

_accountant. i :

III.  Retail Incentive Rent shall be paid commencing in the beginning of the
fourth (4™) year after commencement of operation of the Retail
Improvements (as provided above) in each Phase and shall be paid
quarterly in arrears within forty-five (45) days after the end of each
calendar quarter. The Retail Incentive Rent shall be subject to annual
reconciliation after the end of each calendar year. The Gross Rents for the
Retail Improvements shall be reported on an annual basis to the Authority,
which report shall be provided within sixty (60) days after the end of each
calendar year and shall be certified as accurate by (x) the Chief Financial
Officer of Developer or the Chief Financial Officer of the Operator of the
Retail Improvements, and (y) an independent certified public accountant.

IV.  Hotel Incentive Rent shall be paid quarterly in arrears within forty-five (45)
days after the end of each calendar quarter. Prior to the commencement of
each of calendar years 1 through 10 of the operation of the Hotel,
Developer shall reasonably estimate whether Hotel Incentive Rent will be
due for such year, based on the criteria set forth herein, in order to
determine whether or not quarterly payments of Hotel Incentive Rent will
be payable for such year. Within 45 days after the end of each such
calendar year, the parties shall reconcile the Hotel Incentive Rent based on
the Quarterly Reports for such year and if no Hotel Incentive Rent was due
for that year, the Authority shall credit any Hotel Incentive Rent paid by
Developer for such calendar year based on its estimate against the
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subsequent Hotel Incentive Rent payable by Developer, or if Hotel
Incentive Rent was due for that year, but Developer did not make sufficient
quarterly payments, Developer shall promptly pay the Authority the
balance of the Hotel Incentive Rent due for such calendar year. The Gross
Room Revenues for the Hotel shall be reported on an annual basis to the
Authority, which report shall be provided within sixty (60) days after the
end of each calendar year and shall be certified as accurate by (x) the Chief
Financial Officer of Developer or the Chief Financial Officer of the
Operator of the Hotel, and (y) an independent certified public accountant.

V.  Office Incentive Rent shall be paid annually in arrears by March 1 of the
following calendar year. The gross annual rents from Office Improvements
shall be reported on an annual basis to the Authority, which report shall be
provided within sixty (60) days after the end of each calendar year and shall
be certified as accurate by (x) the Chief Financial Officer of Developer or
the Chief Financial Officer of the Operator of the Office Improvements,
and (y) an independent certified public accountant.

VI. Developer shall maintain in a safe and orderly manner all of its records
pertaining to its computation and calculation of the Incentive Rent payable
pursuant to this Section 204 for a period of four (4) years after the
completion of each calendar year. Developer shall maintain such records
on a current basis and in sufficient detail to permit adequate review thereof
and, at all reasonable times, copies of such records shall be available to the
Authority or its representatives for such purposes. The Authority may, by
written notice to Developer within three (3) years after Incentive Rent for a
particular year was paid (or due to be paid) to the Authority, cause an audit
to be commenced by a nationally recognized firm of certified public
accountants, at the Authority’s sole expense (subject to the last sentence of
this Subsection VI), to verify if Developer’s calculations of Incentive Rent
were accurate. If such audit reveals an overpayment of Incentive Rent for
the year in question, then, provided the Authority does not reasonably
dispute the result of such audit, the Authority shall credit the next Incentive
Rent payment owed by Developer with the amount of such overpayment.
If such audit reveals an underpayment of Incentive Rent for the year in
question, then Developer shall pay the amount so underpaid with its next
Incentive Rent payment, together with interest thereon at the Reference
Rate plus three percent (3%) calculated from the date such Incentive Rent
was first due until the date actually paid. If it is determined that Developer
underpaid Incentive Rent by more than three percent (3%), the Authority
shall be entitled to receive from Developer its actual and reasonable audit
expenses incurred in respect to the audit.

VII. Any Lease Consideration or other amounts owing hereunder which are not

paid on the date due shall bear interest from the date when due until paid at
a rate per annum equal to the lesser of (i) the Reference Rate plus three
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percent (3%) per annum or (ii) the highest rate permitted by applicable
Laws.

G. Adjustments to Leasehold Acquisition Fee and Obligation to Enter into Ground
Leases for Phases II and HI.

L

IT.

The Leasehold Acquisition Fee for each of the Phase Il Parcels and the
Phase III Parcel will be determined by the same unit pricing formula
described above (for example, $75,000 and $20,000 per unit for Market
Rate Condominiums and Market Rate Rental Units, respectively, as
provided in Section 204(B)(I); and $40.00 per square foot of Retail
Improvements GLA, as provided in Section 204(C)(I)(a)), with such
amounts increased, but not decreased, on a quarterly basis by the same
percentage increase as the increase in the CPI (the “CPI Increase™), from
the Effective Date until payment of the full Leasehold Acquisition Fee for
the subsequent Phase in question (the “Phase II Adjusted Leasehold
Acquisition Fee” and the “Phase II1 Adjusted Leasehold Acquisition
Fee”, respectively), provided Developer pays the full adjusted Leasehold
Acquisition Fee and enters into the Ground Lease for each such Phase by
the Phase II Adjusted Leasehold Acquisition Fee Outside Date or the Phase

I Adjusted Leasehold Acquisition Fee Qutside Date, as applicable, as set

forth below.

“Phase II Adjusted Leasehold Acquisition Fee Outside
Date”: 45 months after the Effective Date; and

“Phase III Adjusted Leasehold Acquisition Fee Outside
Date”: 60 months after the Effective Date. If the County
gives Developer and Authority the County Phase III Notice
‘pursuant to Section 213, the Phase IIT Adjusted Leasehold
Acquisition Fee Outside Date shall be extended on a day-
for-day basis by each day after August 8, 2007 until the
County gives such County Phase III Notice.

Developer shall have the right, upon notice to Authority given at least
thirty (30) days but not more than 120 days prior to the applicable Outside
Date, and provided that Developer is not then in default under this
Agreement, to extend each of the Phase II Adjusted Leasehold Acquisition
Fee Outside Date and the Phase IIT Adjusted Leasehold Acquisition Fee
Outside Date by up to six (6) months.

If the Leasehold Acquisition Fee for the Phase II Parcels is not paid within
the applicable period set forth above, then neither the Phase II Adjusted
Leasehold Acquisition Fee or the Phase IIT Adjusted Leasehold Acquisition
Fee, calculated based on the CPI Increase set forth above, will be
applicable. If the Leasehold Acquisition Fee for the Phase III Parcel is not
paid within the applicable period set forth above, then the Phase ITI
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Adjusted Leasehold Acquisition Fee, calculated based on the CPI Increase
set forth above, will not be applicable. If the Phase II Adjusted Leasehold
Acquisition Fee is not applicable, then as to the Phase II Parcels Developer
shall within the twelve (12) month period following the Phase II Adjusted
Leasehold Acquisition Fee Outside Date (“Phase II FMV Outside Date”)
enter into the Phase II Ground Lease and prepay the full Leasehold
Acquisition Fee for the Phase II Parcels in an amount equal to ninety
percent (90%) of the full Fair Market Value of the Phase II Parcels, as
determined hereunder (but in no event less than the amount of the Phase II
Adjusted Leasehold Acquisition Fee) (“FMYV Fee”). Developer shall give -
Authority written notice (“FMV Notice™) at least 120 days prior to the
effective date on which Developer intends to enter into the Phase II Ground
Lease for FMV Fee (which date must be within the foregoing 12 month
period). If Developer does timely enter into the Phase II Ground Lease for
the Phase II Parcels at either the Phase II Adjusted Leasehold Acquisition
Fee or the FMV Fee, but Developer fails to enter into the Phase III Ground
Lease by the Phase III Adjusted Leasehold Acquisition Fee Outside Date,
then Developer will have the right, by such Phase III Adjusted Leasehold
Acquisition Fee Outside Date, to give Authority written notice that
Developer elects to invoke its right hereunder to pay to Authority a deferral
payment (“Deferral Payment”) equal to fifteen percent (15%) of 90% of
the then Fair Market Value of the Phase III Parcel; if Developer pays
Authority the Deferral Payment concurrent with such notice, then Developer
shall within the twenty-four (24) month period following the Phase III
Adjusted Leasehold Acquisition Fee Outside Date (“Phase III FMV
Outside Date”) enter into the Phase III Ground Lease for the Phase III
Parcel and pay the Leasehold Acquisition Fee for the Phase III Parcel in an
amount equal to ninety percent (90%) of the Fair Market Value of the Phase
IIT Parcel as determined on the date that Developer paid Authority the
Deferral Payment (but in any event not less than the amount of the Phase III
Adjusted Leasehold Acquisition Fee). Developer shall give Authority the
FMYV Notice at least 120 days prior to the date on which Developer intends
to enter into the Phase IIT Ground Lease for the FMV Fee (which date must
be within the foregoing 24 month period). The Deferral Payment will be
earned by the Authority upon receipt in consideration for granting
Developer the foregoing extension of the deadline for Developer to enter
into the Phase III Ground Lease. The Deferral Payment will be credited
against the Phase III Leasehold Acquisition Fee owed by Developer. All
references to “Fair Market Value” herein shall refer to the Fair Market
Value as determined in accordance with the procedures set forth in
Subsection XTI, below.

II.  If Developer fails to enter into the Phase I Ground Lease and pay the Phase
II Leasehold Acquisition Fee by the Phase II FMV Outside Date, then (i)
Developer will no longer have any rights to ground lease or develop Phase
II or Phase III, (ii) Authority will receive, as its sole and exclusive remedy
for Developer’s failure to proceed with the balance of the Project, liquidated
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damages in an amount equal to the greater of (a) the excess of the Deposit
over the Phase I Leasehold Acquisition Fee, or (b) Five Million Dollars
($5,000,000), and (iii) the CRA, County, and Authority will each have the
right to transfer its interest in the Phase II Parcels and/or the Phase III Parcel
to any party on such terms and at such price as it may determine in its sole
discretion (provided that any transfer by the Authority of its interest in the
Phase II Parcels shall be subject to the approval of the CRA, and any
transfer by the Authority of its interest in the Phase III Parcel shall be
subject to the approval of the County).

IV.  If Developer does enter into the Phase II Ground Lease and pay the Phase IT

Leasehold Acquisition Fee by the Phase Il FMV Outside Date, but fails to
- enter into the Phase IIT Ground Lease and pay the Phase III Leasehold

Acquisition Fee or pay the Deferral Payment by the Phase III Adjusted
Leasehold Acquisition Fee Outside Date, or if Developer does pay the Phase
III Deferral Payment by such date but then fails to enter into the Phase ITI
Ground Lease and pay the full Phase III Leasehold Acquisition Fee by the
Phase IIl FMV Outside Date, then (i) Developer will no longer have any
rights to ground lease or develop Phase III (without, however, limiting
Developer’s right to ground lease and develop Phase II if Developer has
timely entered into the Phase IT Ground Lease and paid the Phase II
Leasehold Acquisition Fee in accordance with the foregoing terms), (ii)
Authority will receive, as its sole and exclusive remedy for Developer’s
failure to proceed with the balance of the Project, liquidated damages in an
amount equal to the greater of (a) the Deferral Payment, or (b) Five Million
Dollars ($5,000,000); provided that no Phase III liquidated damages or any
other damages shall be payable if (Y) Developer fails to acquire control of
the Developer. Parcel and (Z) County has given the County Phase III Notice
under Section 213, and as a result of County’s delivery of such Notice, the
remainder of Parcel III cannot, in the reasonable determination of
Developer, be economically developed with Residential Improvements as
contemplated in “Option B” of the alternative Implementation Plan attached
hereto as Exhibit “M”, and (iii) the CRA, County, and Authority will each
have the right to transfer its interest in the Phase III Parcel to any party on
such terms and at such price as it may determine in its sole discretion
(provided that any transfer by the Authority of its interest in the Phase III
Parcel shall be subject to the approval of the County).

V. Upon entering into the Phase II Ground Lease (or the Phase III Ground
Lease, as applicable) and paying the Phase II Leasehold Acquisition Fee (or
the Phase III Leasehold Acquisition Fee, as applicable), Developer shall
Commence Construction of the Phase in question by the respective Outside
Construction Start Date specified in the Schedule of Performance. If
Developer does not Commence Construction of Phase II by the Phase II
Outside Construction Start Date or Commence Construction of Phase III by
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the Phase IIT Outside Construction Start Date (subject to the notice and cure
periods set forth in Section 1312 below), each as specified in the Schedule
of Performance, then the Authority will have the right to terminate
Developer’s Ground Lease for such Phase and transfer the Authority’s
interest in the Parcels in question to any party on such terms and at such
price as the Authority may determine in its sole discretion (provided that
any such transfer by the Authority of its interest in the Phase II Parcels shall
be subject to the approval of the CRA, and any such transfer by the
Authority of its interest in the Phase III Parcel shall be subject to the
approval of the CRA and the County), and Developer will no longer have
any right to develop the Phase in question or any subsequent Phase of the
Project.

VI.  If Developer has entered into the Phase IT Ground Lease and paid the Phase
II Leasehold Acquisition Fee by the Phase II Adjusted Leasehold
Acquisition Fee Outside Date but then fails to Commence Construction of
Phase II by the Phase II Outside Construction Start Date, the Authority shall
retain, as its sole and exclusive remedy for Developer’s failure to proceed
with the balance of the Project, liquidated damages in an amount equal to
the greater of (i) the excess of the Deposit over the Phase I Leasehold
Acquisition Fee or (ii) Five Million Dollars ($5,000,000). If Developer has
paid the Phase II Leasehold Acquisition Fee after the Phase II Adjusted
Leasehold Acquisition Fee Outside Date but by the Phase I FMV Outside
Date but then fails to Commence Construction by the Phase II Outside
Construction Start Date, the Authority shall retain, as its sole and exclusive
remedy for Developer’s failure to proceed with the balance of the Project,
liquidated damages in an amount equal to the sum of the amounts set forth
in clauses (i) and (ii) in the preceding sentence (i.e, the sum total of the

~excess of the Deposit over the Phase I Leasehold Acquisition Fee plus
$5,000,000).

VII.  If Developer has entered into the Phase III Ground Lease and paid the Phase

' IIT Leasehold Acquisition Fee by the Phase ITIT Adjusted Leasehold
Acquisition Fee Outside Date but then fails to Commence Construction of
Phase III by the Phase III Outside Construction Start Date, the Authority
shall retain, as its sole and exclusive remedy for Developer’s failure to
proceed with the balance of the Project, liquidated damages in an amount
equal to the greater of (i) the Deferral Payment or (ii) Five Million Dollars
(85,000,000). If Developer has paid the Phase III Leasehold Acquisition
Fee after the Phase III Adjusted Leasehold Acquisition Fee Outside Date
but by the Phase III FMV Outside Date (after paying the Deferral Payment)
but then fails to Commence Construction of Phase III by the Phase III
Outside Construction Start Date, the Authority shall retain, as its sole and
exclusive remedy for Developer’s failure to proceed with the balance of the
Project, liquidated damages in an amount equal to the sum of the amounts
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set forth in clauses (i) and (ii) in the preceding sentence (i.e., the sum total
of the Deferral Payment and $5,000,000).

VIII. Upon failure to proceed timely with a Phase of the Project (subject to the
notice and cure periods set forth in Section 1312 below), the Ground Lease
for that Phase will terminate and the Authority will retain from the
Leasehold Acquisition Fee for that Phase the amount of liquidated damages
to which it is entitled as provided above and then refund to Developer the
balance of the Leasehold Acquisition Fee for such Phase by the earlier of (i)
24 months after the termination of the Ground Lease or (ii) upon the closing
of the sale or other transfer of the applicable Parcels of land to a third party
(or if Authority has not been paid the Leasehold Acquisition Fee for such
Phase, then Developer shall pay Authority the amount of liquidated
damages to which it is entitled as provided above within 30 days after
demand). If the Authority fails to refund such excess Leasehold Acquisition
Fee for such Phase to Developer within ninety (90) days after the
termination of the Ground Lease in question, then the Authority will
increase the amount of such excess Leasehold Acquisition Fee to be
refunded to Developer by an interest factor equal to the Reference Rate in
effect during the period from the end of said ninety (90) day period until the
date such excess Leasehold Acquisition Fee is refunded to Developer.

IX.  Upon any loss of development rights as to Phase III, or a termination of the
Phase III Ground Lease for any reason whatsoever, Developer will, if
acquired by Developer and if so directed in writing by the Authority,
convey the Developer Parcel (Parcel W-1) to the Authority or to a third
party designated by Authority, in consideration for an amount equal to
Developer’s original acquisition cost for such Developer Parcel plus interest
thereon at the 12-month LIBOR Rate in effect on the date Developer
acquired title to (or ground leased) the Developer Parcel as adjusted on each
anniversary of such date through the date that the Developer Parcel is
conveyed to the Authority or a third party pursuant to this Section. “12-
month LIBOR Rate” means the rate per annum (rounded upwards, if
necessary, to the nearest 1/100 of 1%) appearing on Telerate Page 3750 as
the London interbank offered rate for deposits in Dollars for a 12-month
period at approximately 11:00 a.m. (London time) on the date two (2) days
prior to the date such rate shall apply. If for any reason such rate is not
available, the "12-month LIBOR Rate" shall be the rate per annum
(rounded upwards, if necessary, to the nearest 1/100 of 1%) appearing on
Reuters Screen LIBOR Page as the London interbank offered rate for
deposits in Dollars for a 12-month period at approximately 11:00 a.m.
(London time) on the date two (2) days prior to the date such rate shall
apply; provided, however, if more than one rate is specified on Reuters
Screen LIBOR Page, the applicable rate shall be the arithmetic mean of all
such rates (rounded upwards, if necessary, to the nearest 1/100 of 1%)).
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X. Authority will have the right, in its sole discretion, to extend any of the
foregoing deadlines for performance by Developer for any reason, including
general market conditions, provided that any such extension that would
affect the Schedule of Performance as to Phase II shall require the approval
of the CRA, and any such extension that would affect the Schedule of
Performance as to Phase III shall also require the approval of the CRA and
the County.

XI.  Authority and Developer stipulate that actual damages caused by
Developer’s failure to comply with the foregoing dates for the payment of
the Leasehold Acquisition Fee or for the Commencement of Construction of
a Phase are extremely difficult to determine and that the foregoing
liquidated damages set forth lierein are a reasonable estimate by the parties
of the damages that the Authority will suffer if Developer fails to proceed
timely with Phase II and/or Phase III. The parties stipulate and agree to the
amounts of liquidated damages set forth herein on the advice of their own
counsel and neither party shall bring any action seeking to set aside such
stipulated liquidated damages. Prior to the effective date of the Phase Il
Ground Lease and Phase III Ground Lease, respectively, Developer’s
obligations under this Agreement with respect to the development of Phase
II and Phase III shall be limited to Developer’s liability to Authority for
liquidated damages for Developer’s failure to proceed with Phase II and/or
Phase IIl4gs applicable, as set forth in this Section 204(G).

- A |

Au%rity Initials Developer Initials

XII.  Fair Market Value shall be determined in the following manner: within
twenty (20) days after Authority receives a FMV Notice, Authority and
Developer will each select an MAI certified appraiser with at least ten (10)
years of experience appraising first-class, mixed-use, urban infill office,
retail, hospitality and residential property in the City of Los Angeles (the
“Qualified Appraiser”) to perform an MAI appraisal of the applicable
Parcels. Within forty-five (45) days after its appointment, each Qualified
Appraiser shall notify the Authority and Developer of its determination of
the fair market value of the applicable Parcels (each, an “Appraised
Value”). If either Authority or Developer fails to select a Qualified
Appraiser within such 20 day period, the Appraised Value determined by
the Qualified Appraiser that is selected by the other party shall be final and
binding and shall be the Fair Market Value for the applicable Parcels for all
purposes hereunder. If the lower Appraised Value is within five percent
(5%) of the higher Appraised Value, the final Fair Market Value shall be the
average of the two Appraised Values. If otherwise, then a third Qualified
Appraiser (with the qualifications described above) shall be selected within
ten (10) days after the submission of the Appraised Values by mutual
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agreement of the first two Qualified Appraisers (or failing such agreement,
then by the Presiding Judge of the Superior Court for the County of Los
Angeles, from a list submitted by either or both of the parties). Such third
Qualified Appraiser shall select one of the two Appraised Values within
twenty (20) days of its appointment, and such selected Appraised Value
shall be final and binding upon the parties and shall be the Fair Market
Value for the applicable Parcels for all purposes hereunder. If County
delivers the County Phase III Notice under Section 213, the Fair Market
Value of the Phase III Parcel shall be the Fair Market Value of the portion
of the Phase III Parcel available for development by Developer. Authority
and Developer shall each pay for one-half of the appraisal costs.

205 Operator Ground Leases.

Subject to Section 206 below, when Developer completes construction in a Phase
of (1) the Hotel Improvements, (ii) the Residential Condominium Improvements, (iii) the.
Residential Rental Improvements, (iv) the Retail Improvements, (v) the Parking Garage, or (vi)
the Office Improvements, if any (each of such items (i) through (vi) being referred to herein as a
“Component” of the Phase in question), which Component can legally and practically be leased,
occupied and used separate and apart from other portions of the applicable Phase, then upon
- notice from Developer to Authority that Developer intends to Transfer such completed
Component to a Qualified Owner (defined below) and upon satisfaction of the conditions
+ precedent set forth in this Section 2035, the Authority will, at Developer’s request, enter into a
direct ground lease (each an “Operator Ground Lease” and, collectively, the “Operator
Ground Leases”) of the portion of the Development Site occupied by such Component with
such Qualified Owner (each an “Operator” and collectively “Operators™). Notwithstanding
anything to the contrary set forth in this Agreement, Developer shall have no right to Transfer
any Components in Phase I to any Operator until Park Completion (as defined in Section 507
below) if delay of Park Completion was caused by Developer’s act or failure to act.

An Operator shall be a “Qualified Owner” only if such Operator (X) has
adequate capitalization and liquidity to perform its duties under the Operator Lease including,
without limitation, maintaining and operating the Component in the first class manner required
by the Ground Lease; (Y) has (or at all times retains a management entity that has or whose
principals have individually) at least ten (10) years of experience in owning and operating similar
first class improvements in a high-rise, mixed use environment in an urban core area in a major
city in the United States and has an office in Los Angeles; and (Z) has a good reputation in the
real estate community. Authority hereby agrees and acknowledges that Related Urban
Management Company, L.L.C. has sufficient experience in owning and operating similar first
class improvements in a high-rise, mixed use environment in an urban core area in a major city
in the United States and will have an office in Los Angeles, and is hereby approved as a -
Qualified Owner. Additionally, Authority hereby approves The Related Companies of
California, LLC as a Qualified Owner of the Affordable Housing Units in the Residential
Improvements.

As a condition precedent to the Authority’s execution and delivery of any
Operator Ground Lease, at least sixty (60) days prior to the proposed effective date of the
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Operator Ground Lease, Developer shall furnish to Authority (i) such evidence as Authority may
request, in its commercially reasonable discretion, demonstrating that the proposed Operator is a
Qualified Owner (including certified financial statements of and other information concerning
the proposed Operator); (i) an ALTA survey certified in favor of Authority showing the portion
of the Development Site on which the Component to be transferred is located (including all
improvements in place) and a legal description of such portion of the Development Site, together
with a title insurance commitment from the Title Company committing to insure title to the
ground leasehold in the name of the Operator created under the Operator Ground Lease upon its
execution, together with evidence satisfactory to Authority that such Operator Ground Lease is in
compliance with the Subdivision Map Act; (iii) an estoppel certificate from Developer
confirming that to Developer’s knowledge there is no default under this Agreement or the
applicable Ground Lease, (iv) a release by Developer of any suits, claims or obligations of
Authority hereunder or under the applicable Ground Lease with respect to such Component or -
such portion of the Development Site, (v) a certificate from the proposed Operator in favor of
Authority setting forth the basis on which such Operator is a Qualified Owner; (vi) an executed
CAM Agreement as required by Section 206 below; and (vii) evidence of release of such
Component from the lien of the Mortgage, or if the Component to be Transferred is not released
from the lien of the Mortgage in connection with such Transfer, a written consent from the
Institutional Lender holding the Mortgage on the Phase in which such Component is located
consenting to the Transfer of such Component to the Operator and confirming that Developer is
not in default of its obligations under the loan secured by the Mortgage.

, Developer shall pay all costs and expenses incurred by Authority in reviewing,
documenting and negotiating any documentation in connection with an Operator Ground Lease.
Upon full execution and delivery of an Operator Ground Lease with a Qualified Owner for a
Component, Developer will be released from its obligations accruing thereafter under the
applicable Ground Lease solely with respect to such Component of the Improvements, but
Developer shall remain obligated for all other obligations under the Ground Lease and this
Agreement. -

~ Each Operator Ground Lease shall be in substantially the form of the Ground
Lease pertaining to the applicable Phase of the Project, with appropriate modifications to reflect
the fact that (i) the Operator is leasing only the portion of the Development Site on which its
Component is located, (ii) the construction of such Component has been completed, and (iii) the
net worth and liquidity requirements of this Section 205 supersede any inconsistent requirements
of Section 1501(8) below. Each Operator Ground Lease shall restrict transfers of the Operator’s
interest thereunder to Qualified Owners only. Authority shall have the right to terminate any
such Operator Ground Lease if the Operator is in default beyond applicable notice and cure
periods, provided that (i) a termination of an Operator Ground Lease will not affect the validity
of the Ground Lease for the applicable Phase of the Project or the other Operator Ground Leases
for other Components in such Phase with other Operators, and (ii) Authority shall not exercise
such termination right without first providing Developer with notice and an opportunity to cure
such default within the same cure period as the Operator under such Operator Ground Lease.
Authority and Developer shall use commercially reasonable efforts to agree upon a form of
Operator Ground Lease promptly following the Effective Date, but agreement on such a form
shall not be a condition to the effectiveness of this Agreement.
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Upon written request by an Operator, Authority agrees to enter into a non-
disturbance and attornment agreement (an “Anchor Tenant NDA”) in favor of each Anchor
Tenant that leases at least 10,000 square feet of GLA so long as (a) such Anchor Tenant is not
affiliated with the Operator, (b) in the reasonable judgment of the Authority, the lease with such
Anchor Tenant (the “Anchor Tenant Lease”) is on fair market terms and conditions, (c) the
term of the Anchor Tenant Lease does not extend beyond the term of the applicable Operator
Ground Lease for the portion of the Development Site leased by such Anchor Tenant, and (d) the
Anchor Tenant Lease complies with the terms and provisions of the applicable Operator Ground
Lease for the portion of the Development Site leased by such Anchor Tenant. Notwithstanding
any contrary provision hereof, each Anchor Tenant NDA shall provide that the Authority shall
not be:

(1)  lable for any act or omission of the Operator or any other person or entity,
or obligated to cure any then-existing breach or default by the Operator under the Anchor
Tenant Lease;

(i1) subject to any offsets, defenses or claims which Anchor Tenant may have
under the Anchor Tenant Lease;

(ii1) liable to Anchor Tenant for any security deposit paid by Anchor Tenant
under the Anchor Tenant Lease, except to the extent that such security deposit has been
transferred to the Authority;

- (iv) bound by or required to recognize any rent or other amount that Anchor
Tenant may have paid under the Anchor Tenant Lease more than thirty (30) days in
advance of the date of the attornment; or

(v) bound by any amendment or modification of the Anchor Tenant Lease made
without the express prior written consent of the Authority.

Authority will reasonably consider also providing the foregoing non-disturbance protection to
Anchor Tenants that occupy less than 10,000 square feet of GLA and non-Anchor Tenants, in

each instance on a case-by-case ba51s

206 | Common Area Agreement.

Developer’s right to cause Authority to enter into any Operator Ground Lease
with an Operator is also conditioned upon Developer’s execution and recordation of a Common
Area Agreement (“CAM Agreement”) for each applicable Phase in a form approved by the
Authority in its reasonable discretion. Each CAM Agreement must provide for the creation of a
master owners’ association for such Phase of the Project, under which Developer (or its
permitted successor or assignee) shall be the project manager. Such master owners’ association
shall have the obligation, throughout the term of each Ground Lease, to cause the project
manager to manage, repair, maintain and operate the common areas of such Phase of the Project,
and to collect assessments from the Operators for their respective shares of the costs incurred in
connection therewith, including costs of insurance and taxes on such common areas. Without
limiting the generality of the foregoing, the master owners’ association shall be responsible at all
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times for the maintenance and repair in a first class manner of the common areas and all exterior
surfaces and public areas in and about each Phase, including building curtain walls, walkways,
sidewalks, exterior lighting, benches, planters, utilities, signs, artwork, streetscape
improvements, plazas, parking garages, public lobbies in buildings, parking ramps and
driveways, stairways, escalators and elevators serving the parking garage or public areas,
landscaping, and all other improvements and areas in such Phase affecting the value and utility
of the Project to the public, and the coordination between all elements of the Project, including
public access to and use of the Public Space Improvements (as hereinafter defined), regardless of
any default by an individual Operator under an Operator Ground Lease. The CAM Agreement
shall include remedies of the master owners’ association in the event of a default by an
individual Operator with respect to its obligations under the CAM Agreement, which remedies
shall include the requirement that the other Operators in such Phase pay additional assessments
as necessary in order to fully fund the costs incurred in connection with the obligations of the
‘master owners’ association under the CAM Agreement.

The CAM Agreement and the Operator Ground Leases shall provide for payment
to the project manager by each Operator of its share (as determined by the project manager) of
the costs of repair, maintenance and operation under the CAM Agreement. The Authority shall
be an express third party beneficiary of the CAM Agreement and shall be entitled, but not
obligated, to enforce Developer’s right under the CAM Agreement to assess and collect such
amounts from one or more of the Operators if the Developer fails to do so, but such enforcement
right shall not limit the rights of Authority under the CAM Agreement to proceed against the
Developer to enforce its obligations. The CAM Agreement shall require Developer, as project
manager, to assure that all common areas in the Project are repaired, maintained and operated in
a first-class manner. The CAM Agreement shall include self-help rights for the Authority
(enforceable by the County or the CRA), lien rights against the common areas of the Project to
the extent of any unpaid costs owed to the Authority as a result of its exercise of such self-help
rights, and other appropriate remedies in the event the Developer fails to maintain and operate
the Project in accordance with first-class standards. Upon full completion of a Phase of the
Project, Developer shall have the right to assign the CAM Agreement and its obligations as
project manager thereunder to an Operator under an Operator Ground Lease provided such
Operator then has sufficient net worth, liquidity, and experience in managing similar projects (or
at all times retains a management entity that has experience in managing similar projects), as
reasonably determined by the Authority, and is not in default under its Operator Ground Lease.
The criteria for a replacement project manager shall be set forth in the CAM Agreement and
shall be substantially similar to the criteria contained in the Ground Leases for permitted
transferees thereunder. Nothing in this Section 206, or in the CAM Agreement, shall limit the
obligations of Developer under the Public Space Improvements Easement Agreement.

Notwithstanding any other provision hereof, the Parking Garage will not qualify as a
separate Component unless and until Developer has caused to be recorded on title to the
applicable Phase a grant of easements over, on and across the necessary portions of the Parking
Garage for the benefit of the Hotel (if applicable), the Residential Improvements and the Retail
Improvements and for Public Parking in a form and content reasonably acceptable to the
Authority.

207 Condominium Owner’s Associations.
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From and after Developer’s transfer of title to a completed condominium unit in a
Residential Condominium Component to a buyer that is not an Affiliate of Developer, the early
termination of the Ground Lease as to such Phase as a result of a default by Developer, or the
early termination of an Operator Ground Lease as to such Residential Condominium Component
as aresult of a default by the Operator thereunder, shall not affect the title to such unit or the
right of the owner to occupy such unit for the balance of the original Ground Lease term,
provided such owner is not an Affiliate of Developer and is a bona fide purchaser for value. No
condominium owner (other than Developer or an Operator) shall have any liability under a
Ground Lease, an Operator Ground Lease or the CAM Agreement. Developer shall form a
condominium owners’ association for each building containing condominium units, in which
each owner of a condominium is a member, and which owns and controls, and assesses fees to
be paid by the individual unit owners in order to maintain, repair and insure the condominium
common areas pursuant to covenants, conditions and restrictions approved by the Authority in its
reasonable discretion (the “Condo CC&Rs”). Notwithstanding the foregoing, Section 707
below shall govern with respect to the ownership of the common areas of Tower 2 in Phase I (as
defined in the Scope of Development).

208 Developer Deposits and: Leasehold Acqunsntlon Fee.

(D) Upon submission of Related’s proposal in response to Authority’s Request
for Proposals, Related made a non-refundable deposit to Authority of Twenty-Five Thousand
Dollars ($25,000). Upon execution of the ENA by Authority and Related, Related deposited
with Authority Two Hundred Thousand Dollars ($200,000), which amount was subsequently
increased by Fifty Thousand Dollars ($50,000) for a total of Two Hundred Seventy-Five

- Thousand Dollars ($275,000) in consideration of the extension of the term of the ENA (such
deposit, including increases thereto, shall be referred to as the “Cost Recovery Deposit™).

- Authority and Developer agree that the Cost Recovery Deposit has been completely expended as .

-reimbursement to Authority for staff costs associated with the development of the Project.

(2) Developer made a depos1t equal to the Leasehold Acquisition Fee for
.Phase I'in the amount of Fifty Million Dollars ($50,000,000) (the “Deposit™) on September 23,
2005 (“Deposit Date”) by providing a Letter of Credit (the “Letter of Credit”) to Authority in
the amount of Fifty Million Dollars ($50,000,000). .

3) In consideration for Authority’s agreement to accept the Letter of Credit in
lieu of a cash deposit, Developer shall pay the Authority an interest factor on the Fifty Million
Dollar ($50,000,000) Deposit on the Effective Date in an amount equal to three percent (3%) per
annum multiplied by the amount of the Deposit, calculated on a daily basis for the period from
the Deposit Date until the Effective Date, but not to exceed Seven Hundred Fifty Thousand
Dollars ($750,000).

(4) If, based upon the Scope of Development for Phase I approved by
Authority, the Phase I Leasehold Acquisition Fee exceeds the Deposit, then the balance of such
" Leasehold Acquisition Fee in excess of the Deposit shall be paid to Authority on or before the
earlier of (i) the closing of the constructlon loan for Phase I, or (ii) the Commencement of
Construction of Phase I.
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(5) If, based upon the Scope of Development for Phase I approved by
Authority, the Deposit exceeds the amount of the Phase I Leasehold Acquisition Fee, the balance
of the Deposit will be credited against the Phase II Leasehold Acquisition Fee in accordance with
the provisions above, or applied as liquidated damages if Developer fails timely to proceed with
Phase IL

6) The Deposit shall become non-refundable and shall be retained in full by
the Authority on the Effective Date, at which time the Deposit will be deemed to be a payment in
full of the Phase I Leasehold Acquisition Fee and to the extent the Deposit exceeds the Phase I
Leasehold Acquisition Fee, an advance payment of a portion of the Phase II Leasehold
Acquisition Fee (or an advance payment of the liquidated damages to which the Authority is
entitled hereunder if Developer fails to timely proceed with Phase II of the Project). On the
Effective Date, Authority shall be entitled to draw down and retain the full amount of the Letter:
of Credit and the Deposit will not be refunded to Developer under any circumstances; if - .
Developer pays Authority a cash payment equal to the $50,000,000 Deposit prior to the Effective
Date, Authority shall retain such cash payment in satisfaction of Developer’s obligations to pay
the Phase I Leasehold Acquisition Fee and as a partial payment of the Phase II Leasehold
Acquisition Fee (or as the liquidated damages if Developer fails to timely proceed with Phase II)
and shall return the Letter of Credit to Developer, without limiting Developer’s obligation to pay
the $750,000 of interest described in Subsection (3) above. If any payment by Developer to
Authority hereunder or under a Ground Lease becomes subject to disgorgement or is subject to
any lien in favor of a third party as a result of Developer’s own actions or agreements, then
Developer shall immediately replace any such payment to the extent it is disgorged by Authority
and shall immediately remove any lien on such payment so that Authority has the full and
unfettered use of such funds.

209 Title Insurance.

First American Title Insurance Company (the “Title Company”) shall provide to
Authority a ground leasehold ALTA extended coverage title insurance policy (“Authority
Policy”) in an amount reasonably required by Authority, insuring its interest under the CRA-
Authority Leases. Concurrently with the recordation of a Memorandum of the Phase I Ground
Lease, the Title Company shall provide to Developer a.ground leasehold ALTA extended
coverage title insurance policy (the “Phase I Title Policy”) for the Phase I Parcel issued by the
Title Company insuring that title to the ground lessee’s interest in the Phase I Ground Lease is
vested in Developer in the condition required by this Agreement. The Phase I Title Policy
liability shall be in the amount of the Phase I Leasehold Acquisition Fee.

Concurrently with the recordation of a Memorandum of the Phase II Ground
Lease, the Title Company shall provide to Developer a ground leasehold title insurance policy
(the “Phase II Title Policy”) for the Phase II Parcels issued by the Title Company insuring that
title to the ground lessee’s interest in the Phase II Ground Lease is vested in Developer in the
condition required by this Agreement. The Phase II Title Policy shall be in the amount of the
Phase II Leasehold Acquisition Fee.

Concurrently with the recordation of a Memorandum of the Phase III Ground
Lease, the Title Company shall provide to Developer a ground leasehold title insurance policy
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(the “Phase ITI Title Policy”) for the Phase III Parcel issued by the Title Company insuring that
title to the ground lessee’s interest in the Phase III Ground Lease is vested in Developer in the
condition required by this Agreement. The Phase III Title Policy shall be in the amount of the
Phase III Leasehold Acquisition Fee.

Developer shall pay for all premiums for title insurance coverage for Authority
and Developer as well as for any special endorsements requested by Developer. The Title
Company shall provide Authority with a copy of the Phase I Title Policy, the Phase II Title
Policy, and the Phase III Title Policy.

210  Due Diligence.

Developer represents that it has reviewed, investigated, and approved, in
Developer s sole discretion, each of the matters described below.

(1) Review of Title. Developer has reviewed and approved a preliminary title
report (“Title Report™) with respect to the title to each of the Authority Parcels, each issued by
the Title Company and identified as Order No. NCS-115096-LA2 dated October 12, 2006 (Phase
I Parcel); Order No. NCS-235251-LA2 dated October 12, 2006 (Phase II Parcels); and Order No.
NCS-235247-LA2 dated October 11, 2006 (Phase III Parcel), each attached hereto as Exhibit “I”
and 1ncorporated herein by this reference. Developer has approved each of the exceptions

appearing in each such Title Report.

2) Physical Condition of the Development Site. Developer has been given
access to the Authority Parcels and has completed its due diligence as contemplated by Section
3.5 of the ENA. Developer has conducted Developer's own investigation of Authority Parcels,
their dimensions, physical condition, the soils, geological and toxic conditions of each of the
Authority Parcels and all other matters which, in Developer's judgment, could affect or influence
- Developer's willingness to develop the Authority Parcels pursuant to this Agreement.
Developer's investigation included the preparation of a soils report by a duly licensed engineer or
consultant. Developer has provided to Authority copies of all reports and test results provided by

any engineer or consultant engaged by Developer. Developer has performed its own
environmental review of the Development Site and determined that the environmental condition
of the Development Site is satisfactory to Developer. Developer will be responsible, at its sole
cost and expense, for any environmental clean up or remediation of the Development Site.
Developer acknowledges and agrees that each of Authority Parcels shall be accepted on an “AS-
IS, WHERE-IS AND WITH ALL FAULTS” basis in its current physical condition, with no
warranties, express or implied, as to the physical condition thereof, the presence or absence of
any latent or patent condition thereon or therein, including, without limitation, any Hazardous
Materials thereunder, thereon or therein, and any other matters affecting the Authority Parcels.

(3)  Feasibility. Developer has determined that the Project is financially
feasible and that it has sources of the required equity capital and financing sufficient to fund the
costs of the Leasehold Acquisition Fees and the development of each Phase of the Project.

Notwithstanding anything to the contrary set forth in this Section 210, Developer shall be
entitled to reinvestigate the physical and environmental condition of the Phase II Parcels and the
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Phase III Parcel, and review an updated Title Report with respect thereto, prior to entering into
the Phase II Ground Lease and the Phase III Ground Lease, as applicable, and if such
investigation reveals that there has been a material adverse change in the condition of such
Parcels from their condition on the date of this Agreement (such as a new monetary
encumbrance, a new material easement granted to a third party or a new Release of Hazardous
Materials on, under or upon the Phase II Parcels and/or the Phase III Parcel, as applicable, in
each case that will materially increase the cost of development of the remainder of the Project),
and such change was not caused by the actions or omissions of Developer or its contractors,
agents or employees, Developer may assert such changed condition as a basis for not entering
into the Phase II Ground Lease or the Phase III Ground Lease, as applicable, unless and until
such condition is resolved to Developer’s reasonable satisfaction or waived by Developer or.
endorsed over by the Title Company; provided, however, that in no event shall Developer have
any cause of action against the Governing Entities arising out of the physical or environmental
condition or state of title of any Parcel. If there is a delay in entering into the Phase II Ground
Lease as described in this Paragraph, the Phase II Adjusted Leasehold Acquisition Fee Outside
Date and the Phase I FMV Outside Date shall each be extended on a day-for-day basis for each
day of delay. If there is a delay in entering into the Phase III Ground Lease as described in this
Paragraph, the Phase III Adjusted Leasehold Acquisition Fee Outside Date and the Phase I1I
FMYV Outside Date shall each be extended on a day-for-day basis for each day of delay.

211  Authority Representations and Warranties.

To its actual knowledge, Authority has provided Developer with all written
information in its possession concerning the physical condition of the Authority Parcels,
including, without limitation, information about any Hazardous Materials located on, under or
about the Authority Parcels (excluding any reports that may have been in the possession of the
CRA or County), but without warranty or representation by Authority as to the completeness,
correctness or validity of such written data and information.

212 Release and Waiver:

Developer hereby releases and waives all rights, causes of action and claims
Developer has or may have in the future against the Authority Indemnified Parties arising out of
or in connection with the physical condition of the Authority Parcels, any soils conditions,
subsurface conditions, debris, hidden conditions or other existing conditions about, at, on, in,
beneath or from the Authority Parcels, including, without limitation, any Hazardous Materials.
Developer further waives any right of reimbursement or indemnification from Authority, CRA,
City or County for Developer's costs related to any physical conditions on the Authority Parcels,
including, without limitation, the presence of Hazardous Materials. This waiver and release shalt
survive termination of this Agreement and the closing of any transfer or ground lease of the
Authority Parcels. In furtherance of the foregoing waiver and release, Developer acknowledges
that it 1s familiar with Section 1542 of the Civil Code which provides as follows:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT
TO EXIST IN HIS OR HER FAVOR AT THE TIME OF

EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM
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OR HER MUST HAVE MATERIALLY AFFECTED HIS OR
HER SETTLEMENT WITH THE DEBTOR.”

Developer hereby waives and relinquishes any right or benefit which it has or
may have under Section 1542 of the Civil Code or any similar provision of the statutory or non-
statutory law of any other applicable jurisdiction to the full extent that it may lawfully waive all
such rights and benefits pertaining to the subject matter of this Section.

213 County Office Building.

The County is considering possible sites for a replacement Hall of Administration
(the “County Office Building”), and one such site is Parcel W-2. Developer agrees and
acknowledges that the County has the right to elect, by written notice given to Developer and
Authority (“County Phase III Notice™) on or before the later to occur of (i) July 1, 2008 or (ii)
eighteen (18) months after the mutual execution of this Agreement by Authority and Developer,
to locate and develop a County Office Building on Parcel W-2. If the County does not give the
County Phase III Notice to the Authority and Developer by the later of (i) July 1, 2008 or (ii)
eighteen (18) months after the mutual execution of this Agreement by Authority and Developer,
County shall have waived any right to require that a County Office Building be located in Phase
II and Developer shall proceed with the planning and development of Phase III without a
County Office Building. If the County does timely give the County Phase III Notice, any County
Office Building to be developed shall be done in coordination with Developer in accordance with
the following general guidelines and terms:

1. Ifthe County determines to build a County Office Building on
Parcel W-2, it shall retain its discretion to determine the scope and cost of that facility. In such
event, County will consider engaging Developer to develop that County Office Building as a fee
developer on behalf of the County, for a negotiated fee, in conjunction with and as a part of
Phase III so that that County Office Building and the other Improvements in Phase III are fully
integrated. The financial terms and the responsibilities of each of the Developer and County for
such development of that County Office Building shall be set forth in a separate development
agreement between Developer and the County to be negotiated and mutually agreed upon -
following the County Phase III Notice. The development agreement will set forth the schedule,
cost, fees, development team, and respective responsibilities of the Developer and the County in
connection with such County Office Building. County agrees to negotiate such a development
agreement with Developer in good faith for a period of up to six (6) months after County gives
the County Phase III Notice. If the parties do not agree on a development agreement within said
six-month period, the County shall have no further obligation to negotiate such a development
agreement with Developer. Developer shall not proceed with Phase ITI or any development of
the Developer Parcel until the earlier to occur of: (i) the date Developer and County reach an
agreement on the terms of the development agreement for such County Office Building, or (ii)
the lapse of said six-month period. After the lapse of said six-month period, Developer may
proceed to develop the Phase III Parcel and the Developer Parcel, subject to the approved
alternative Implementation Plan attached hereto as Exhibit “M”, excluding any portion of Parcel
W-2 which has been identified by the County as the site for the County Office Building, which
will be determined by the County and identified to Developer (including the footprint of the
County Office Building) within six (6) months after the lapse of the first six-month period
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2. If County does not retain Developer to develop a County
Office Building and Developer exercises its right to develop the balance of Phase I1I or the
Developer Parcel, County will coordinate its planning for its development of Parcel W-2 with
Developer and jointly plan interfacing and physical connections between the development on
Parcel Q and the development on Parcel W-2 to integrate the developments as may be feasible.

3. Present planning by Developer contemplates that a County
Office Building would be constructed on a podium over a subterranean parking garage owned in
whole or in part by County, and such garage could be used for parking for the residential and
retail components of Phase ITI, as well as a County Office Building. During non-business hours,
the spaces used for office parking in the parking garage below the Improvements could be
available for residents and retail patrons upon terms to be agreed upon between County and
Developer. The parking garage is presently contemplated to be designed to accommodate the
various types of users, including reserved areas for parking for residential units, with separate or
shared garage entrances. There would be reserved parking spaces for County employees in such
parking garage to be determined by County, generally comparable to the reserved parking for
such employees in the Hall of Administration on the date hereof.

4. Subject to the approval of the County in its sole discretion, the
first one or two levels of the County Office Building may be used for retail uses, including street
oriented retail on the ground floor and/or plaza level retail, with possibly a sky lobby for office
building reception and security control and check in above the retail levels.

5. Any County Office Building will be designed to fit within the
site constraints of Parcel W-2 and connect with the surrounding retail, residential and other
Improvements to be developed in Phase III, including a possible pedestrian bridge over Olive
Street, as described in Section 214. Notwithstanding any other provision of this Agreement, the
County is not bound by the Implementation Plan or the alternative Implementation Plan attached
hereto as Exhibit “M” in the design and siting of the County Office Building.

’ 6. No Phase III Leasehold Acquisition Fee or rent shall be
payable by or to Developer with respect to any County Office Building.

214  Bridge/Platform.

Developer may construct a bridge over Olive Street (between Phase I and Phase
IIT) and/or a platform (which may include retail components) over all or a portion of GTK Way,
subject to the issnance of all required approvals and permits from the City, and provided that
Developer’s obligations to develop each Phase of the Project pursuant to this Agreement are not
contingent upon obtaining the permits and approvals to construct any such bridge or platform or
retail components thereon.

215  Parking; Public Space Improvements.

(1) Developer shall design and construct Parking Garages under the
Improvements in each Phase of the Project, so that each Phase has sufficient parking on site to
meet all applicable City code requirements and to service its respective tenants, residents and
visitors, which Developer anticipates will include seeking a parking variance to allow a reduced
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amount of required parking (provided that obtaining a parking variance is not a condition to
Developer’s obligations under this Agreement). Developer shall have the right to use offsite
parking (if available and meeting City code requirements) to service its tenants, residents and
visitors, so long as each Phase has sufficient on site parking to meet all applicable City code
requirements. In Phase I, Developer shall design and construct a Parking Garage on Parcel Q
that includes parking areas for all Components of Phase I and Public Parking. Parking will be
made available in each Parking Garage on an hourly, daily, or monthly basis. Authority intends
that parking for visitors to the Hotel and retailers in the Retail Improvements will be at hourly
rates that are at or below the parking rates charged by other similar developments in the City, and
that such rates will be low enough to attract retail patrons to the Project. Developer will design
and construct all Parking Garages at its own cost without any public assistance.

2 The policies and procedures for the operation of the Public Space
Improvements and the Public Parking, as well as the parking rates to be charged in the Public
Parking, will be set forth in a parking management plan to be approved by Developer, the
Authority, the CRA, and the City. The Phase I Ground Lease shall provide that during the term
of the Phase I Ground Lease the parking rates to be charged to visitors to the Hotel and Retail
Components in Phase I shall be set forth in said parking management plan to be approved by
Developer, the Authority, the CRA, and the City. ‘

ARTICLE 3
AUTHORITY FINANCIAL ASSISTANCE

Section 301.

Authority shall arrange for financial assistance to Developer for the Project as described

“In this Article 3 (“Authority Assistance”). The Conveyance and Funding Agreement will.
provide that such Authority Assistance shall be provided through the CRA-Authority Leases or
other agreements mutually acceptable to the parties. If the Authority Assistance is provided
through the CRA-Authority Leases, the Authority Assistance will be assigned to Developer
through the Ground Leases with Developer. The CRA-Authority Leases shall provide for the
right of Developer to enforce directly any obligations of the CRA thereunder to provide Net Tax
Increment and financial support for the Project. Developer acknowledges and agrees that CRA’s
agreement to provide any share of the Net Tax Increment pursuant to the CRA-Authority Leases
will be subject to the CRA’s existing bond indebtedness requirements and revenue pledges.
Under no circumstances will the aggregate amount of Authority Assistance (including the
amount of any indirect assistance from the Owners but excluding the CRA Payment) for any
Phase of the Project exceed the total present value of the Tax Increment from the applicable
Phase of the Project, discounted at the third-party Mortgagee’s interest rate for financing of the
Project (and excluding the share of such property tax increment to be paid to the County from
such Phases of the Project). There will be no Authority Assistance with respect to the Developer
Parcel. If Developer decides to seek additional public financing, the Authority shall use
commercially reasonable efforts to assist Developer in obtaining such public financing, but such
public financing shall not be a condition to the validity or enforceability of this Agreement.
Notwithstanding anything to the contrary set forth herein, all Net Tax Increment is subject to the
CRA’s requirement to fund a Supplemental Reserve Account, as such term is defined in the
Official Statement governing the issuance of the Bunker Hill Redevelopment Project
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Subordinate Lien Tax Allocation Bonds, Series 2004L. The availability of Net Tax Increment to
make a payment to Developer and the CRA’s obligation to make a payment of Net Tax
Increment to Developer, regardless of the amount of Net Tax Increment received by the CRA, is
subject to the release of sufficient Net Tax Increment from the restrictions of the Supplemental
Reserve Account requirements.

(1) Public Space Improvements: A total of Twelve Million Dollars
($12,000,000) (“Public Space Investment”) shall be provided to Developer for the design and
construction of specified improvements to be owned by the County (or CRA or City in the case
of Phase II) in the public easements described in Subparagraph (c) below (“Public Space
Improvements”). The Public Space Investment will be funded as described in Schedule 3(B)
attached hereto. The Public Space Improvements for Phase I are listed on Schedule 31A1
attached hereto.

(@) Any portion of such Public Space Investment that is not used for
Public Space Improvements on the Phase I Parcel will be available for publicly owned
improvements in future Phases of the Project developed by Developer; provided, however, that
such unused portion of the Public Space Investment will not increase or otherwise be adjusted
for the delay in using such funds. :

(b) Developer shall develop and construct the Public Space
Improvements as part of the design and construction of Phase I (and if applicable, Phase II or
Phase III), for an agreed upon maximum cost. Developer shall cause its general contractor to
enter into a guaranteed maximum price construction contract for the construction of the Public
Space Improvements for a price agreed upon by the CRA, County and Authority; provided,
-however, that such contract may be in the form of a cost plus contract without a guaranteed
maximum price if the Completion Guaranty (as defined in Section 417 below) includes a
guaranty of payment of the cost of construction of the Public Space Improvements. Developer
(and, if applicable, the guarantor under the Completion Guaranty) will be solely responsible for
the payment of any cost overruns in connection with the development and construction of the
Public Space Improvements unless such overruns are caused by changes required by the
Governing Entities following issuance of the building permits. The Public Space Improvements -
shall be more specifically described in the approved Plans and Specifications developed and
approved in accordance with this Agreement, and such description of the Public Space
Improvements shall be sufficiently detailed so as to enable the Authority, the City and the
County to make their required findings under Section 33445 of the State of California Health and
Safety Code concurrently with the approval of this Agreement.

(© With respect to Phases I and 111, the Public Space Improvements
will be subject to a public easement in favor of the County, which easement will either (i) be
reserved by the County, or (ii) be granted to the County by Developer upon completion of the
Public Space Improvements in the applicable Phase. Such easement may be transferred to the
CRA or other public agency by the County in the future, at the County’s election. With respect
to Phase II, the Public Space Improvements will be subject to a public easement in favor of the
City or the CRA, which easement will either (i) be reserved by the CRA, or (ii) be granted to the
City or CRA by Developer upon completion of the Public Space Improvements in Phase II. The
public easement agreement (the “Public Space Improvements Easement Agreement”) (which
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Developer will have the right to reasonably approve) will permit Developer to license kiosks and
carts and to hold events and other programs on the Public Space Improvements and retain
revenues therefrom, subject to Section 204(C)(II) above, and will specify the number and
locations of kiosks and carts that can be located on the Public Space Improvements. The County
Ground Leases and the Phase II CRA Ground Lease will permit the County to require that the
Public Space Improvements be a separate legal parcel in the subdivision map being processed by
Developer.

(d) Developer shall provide the Authority with a semi-annual
accounting and reconciliation of the cost of the Public Space Improvements in each Phase until
the completion of construction of such Phase.

2) Streetscape Improvements: The streetscape improvements, such as
landscaping, streetscape amenities, sidewalks, curbs, gutters, street trees, street lighting, and
other improvements to the street (“Streetscape Improvements™) to be developed on each street
adjacent to the Development Site will be constructed by Developer at its cost as part of the
development of the Project; provided, however, that the CRA shall dedicate up to One Million
Dollars ($1,000,000) of the Tax Increment from Phase I to fund the cost of the Streetscape
Improvements to be constructed on Grand Avenue adjacent to the Phase I Parcel, and the CRA
shall dedicate up to One Million Dollars ($1,000,000) of the Tax Increment from Phase II to fund
the cost of the Streetscape Improvements to be constructed on Grand Avenue in front of the
Phase II Parcels (collectively, the “Grand Avenue Streetscape™), as described in Schedule 3(B)
attached hereto (which funds are separate from, and will not be deducted from, the Public Space
Investment). In addition, in the future there may be additional Streetscape Improvements on
Grand Avenue between Fifth Street and Cesar Chavez Avenue to the extent the CRA has
available funds (other than general funds of the City or County), but such additional Grand
Avenue Streetscape Improvements are not a condition to or part of the Project.

(a) The construction of the Grand Avenue Streetscape in Phase I and
Phase IT shall be undertaken by Developer using its contractors, after approval thereof by City
and CRA, pursuant to a design, scope of work and budget approved by the Authority in its sole
discretion. Under no circumstances shall the CRA be obligated to expend more than $1,000,000
towards the cost of the Grand Avenue Streetscape in each of Phase I and Phase II, and if the -
design and construction costs of such Grand Avenue Streetscape are higher than $1,000,000 for -
either Phase I or Phase II, the Authority shall have the right to cause Developer to redesign and
re-bid such Grand Avenue Streetscape for such Phase to be within the foregoing budget, unless
Developer agrees to pay the excess cost itself. Other than the payment of the Leasehold
Acquisition Fee, Developer is not obligated to pay without reimbursement for any of the cost of
the Grand Avenue Streetscape improvements, and the cost of the Grand Avenue Streetscape
improvements will be funded from such sources of funds as the CRA or City make available in
their discretion.

(b) Developer shall construct at its cost, and using its contractors after
approval thereof by CRA and City, the Streetscape Improvements on all of the streets, other than
Grand Avenue, adjacent to the Development Site at a standard equivalent to other first class
properties in the Bunker Hill area (including the quality and quantity of sidewalks, streetlights,
curbs, gutters and street trees of other first class projects in Bunker Hill). The Streetscape
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Improvements shall be more specifically described in the approved Plans and Specifications for
each Phase developed and approved in accordance with this Agreement.

3) Affordable Housing Investment: The CRA will provide Affordable
Housing Unit development assistance in the amount of One Hundred Thousand Dollars
($100,000) per rental Affordable Housing Unit in each Phase (collectively, the “Affordable
Housing Investment”), subject to the following conditions and limitations. The Affordable
Housing Investment will be funded through the affordable housing programs of the CRA;
provided, however, that notwithstanding anything to the contrary set forth herein, the Affordable
Housing Investment could come from a governmental authority other than the CRA, depending
on available Tax Increment.

(a)  The Affordable Housing Investment for Affordable Housing Units
in Phase I shall be a loan to Developer as described in Schedule 3(B) disbursed to Developer in
- four (4) equal installments. The first such installment shall be disbursed upon the
Commencement of Construction of the Affordable Housing Units in Phase I (which as a
condition of the first installment shall include, for purposes hereof, (i) having bonds or
appropriate guaranties in favor of the Authority in place for the construction of the Affordable
Housing Units, (ii) having recorded on title to the appropriate Parcel Affordable Housing
covenants in a form agreed upon by CRA and Developer, (iii) issuance of shell and core permits,
- and (iv) construction work on the Affordable Housing Units above the podium level having
actually commenced). The subsequent installments will be disbursed each six (6) months
thereafter, subject to the loan agreement between the CRA and Developer; provided that the last
installment will be funded on the earlier of (A) twenty-four (24) months after the funding of the
first installment, or (B) the issuance of a temporary certificate of occupancy for each building in
Phase I containing the Affordable Housing Units and delivery by Developer to the Authority of
bonds sufficient to secure completion of any punchlist items or other incomplete work.

(b) The Affordable Housing Investment for Affordable Housing Units
on Phase II and/or Phase III will also take the form of a loan structured in substantially the same
manner as the loan for the Affordable Housing Units in Phase I and may be paid to Developer in
annual installments and shall be funded solely from Phase Specific Housing Funds (as defined in
Section 110 above). Notwithstanding anything to the contrary set forth herein, the Affordable
Housing Investment for Phases II and III shall be increased by the same percentage as the
increase in the CPI from the Effective Date until the Commencement of Construction of Phase IT
or Phase III, as applicable, excluding any period of delay by Developer. :

(c) Notwithstanding anything to the contrary set forth herein, (i) the
Affordable Housing Investment for Affordable Housing Units in Phase I shall not exceed a total
of Ten Million Dollars ($10,000,000) and (ii) there will be a cap on the number of Affordable
Housing Units in each of Phase II and Phase III that are eligible to receive an Affordable
Housing Investment payment, so that the amount of the Affordable Housing Investment paid by
the CRA for each such Phase will not exceed the amount of the Phase Specific Housing Funds
with respect to such Phase. If Developer does not receive the Affordable Housing Investment for
the number of Affordable Housing Units required by Section 707 below for Phase II and/or
Phase HI, then the number of required Affordable Housing Units in such Phase shall be reduced
to reflect any such shortfall in funding (based on the present value of the Affordable Housing
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Investment being committed at the time). Notwithstanding anything to the contrary set forth
herein, nothing shall preclude Developer from seeking funds for affordable housing from other
sources. The Affordable Housing Units for Phase III may be located, in whole or in part, on the
Developer Parcel, if it is a part of Phase ITI.

4) Offsite Publicly Owned Improvements:

(a) The CRA will provide a loan in the amount of Five Million Dollars
(85,000,000) (“CRA Payment™) as described in Schedule 3(B) hereto, for Offsite Publicly
Owned Improvements.

(b) The CRA Payment will be repaid solely from available Net
Parking Revenues. “Net Parking Revenues” means the total revenues from the Public Parking
-net of all debt service (as hereinafter defined), payment of all operating expenses of the Public
Parking, and repayment of all parking tax rebates to the City. Afier repayment of the CRA
‘Payment, any Net Parking Revenues will be used to fund operating costs of the Public Space
. Improvements. As used herein, “debt service” means the Developer’s Cost of Funds (as defined
- in Schedule 3(B) attached hereto) applied to the amount of construction financing and/or equity
-investment made by Developer to fund the cost of constructing the Public Parking, or, if-
‘applicable, the debt service payable by Developer for any public financing obtained by
Developer for such Public Parking.

) Civic Park: The Park Improvements are to be funded from the Leasehold

Acquisition Fee payable by Developer on the Effective Date and other sources of public funds
(other than the general funds of the City or County) that may be available, pursuant to a design,
scope of work and budget to be approved by the Authority pursuant to the Civic Park Design
Agreement and the Civic Park Development Agreement. Developer will work with the
Authority and the Governing Entities to obtain additional funding for the Park Improvements and
for construction of off-site and on-site project infrastructure through funding mechanisms
approved by the Governing Entities, including state and federal funding or other funding
mechanisms. As provided in the Civic Park Design Agreement and the Civic Park Development
- Agreement, Developer shall develop the Park Improvements on the Park Parcel on behalf of the

* Authority without a fee or profit payment, but subject to being reimbursed for its actual -
incremental costs incurred in such design and development (including allocated jobsite payroll
-and jobsite overhead costs directly allocable to the design and development of the Park
Improvements and any third party out of pocket costs directly allocable to such Park
Improvements). Other than the payment of the Leasehold Acquisition Fee, Developer is not
obligated to pay additional amounts for the Park Improvements without reimbursement.

ARTICLE 4
CONDITIONS PRECEDENT TO POSSESSION / START OF CONSTRUCTION

401 Conditions Precedent to Authority Tendering Possession.

Developer acknowledges and agrees that prior to Authority tendering possession
to Developer of the applicable Parcels under a Ground Lease for any Phase, each of the
requirements listed in this Article 4 with respect to such Phase must be satisfied. Authority and
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Developer covenant and agree that upon satisfaction of the conditions in this Article 4 as to a
Phase, a memorandum of Ground Lease will be recorded on the applicable Parcel(s) and the
Authority will tender possession of the applicable Parcel(s) to Developer; provided, that, with
respect to Phase I, the memorandum of the Phase I Ground Lease will be recorded on the Phase I
Parcel on the Effective Date.

402  Scope of Development.

The approved Scope of Development for the Project is attached hereto as Exhibit
“A”. Any changes to such approved Scope of Development shall be subject to the review and
approval of the Governing Entities, which approval shall not be unreasonably withheld or
delayed. In designing and constructing the Project, the Developer shall cause all subsequent
design documents to be substantially consistent with the approved Scope of Development and
- the approved Concept Design Drawings attached hereto as Exhibit “K’ unless otherwise.
approved by the Authority. The Scope of Development shall establish the baseline design
standards from which the Developer shall prepare all subsequent Project Documents.

403 Schedule of Perfbrmance.

: Developer shall cause its architect, in collaboration with its public artist or artists,
to proceed diligently to prepare Schematic Design Drawings, Design Development Drawings and
Final Construction Documents for the Project, consistent with the Scope of Development,
including, without limitation, such drawings as may reasonably be required to show the location,
bulk, height and other principal external features of the proposed Project. In connection with its
submittal to the Authority forits review, Developer shall provide to the Authority such -
elevations, sections, plot plans, specifications, diagrams and other design documents (“Project
Documents™) at each of the stages described herein, as may reasonably be required by th

- Authority for its review. :

. . Within the times set forth in the Schedule of Performance, Developer shall submit
all Project Documents to Authority. In addition, Developer shall begin and complete all
construction and development within the times specified in the Schedule of Performance; and in
particular, Developer shall undertake and diligently pursue to completion the construction or
causing the construction of all off-site improvements (other than Upper Second Street, as defined
below), and all improvements on-site designated as public improvements in the Scope of
Development. The Concept Design Drawings attached to this Agreement as Exhibit “K” were
approved by the Authority prior to the date of this Agreement. Developer agrees to meet and
confer regularly with Authority to discuss the progression of the drawings and related design
materials submitted to Authority. When the construction of the Improvements has been
completed, a temporary certificate of occupancy has been obtained with respect thereto from the
City, and Developer has delivered to the Authority bonds sufficient to secure completion of any
punchlist items or other incomplete work, Developer may request, and Authority shall issue, a
Certificate of Completion for the Improvements in accordance with the provisions of Section
507. :

Section 501(2) below and the Civic Park Design Agreement and Civic Park
Development Agreement, and not this Article 4, shall govern with respect to the schedule of
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performance and necessary review and approval of all budgets, plans, drawings and related
documents, and selection of architects and designers, for the design and construction of the Park
Improvements.

404 Drawings and Related Desion Material.

Within the times set forth in the Schedule of Performance, Developer shall submit
to the Authority the Project Documents in the following stages for the Authority’s review and
approval (if applicable) as provided in Section 405 below.

In addition to the milestone submissions identified below, Developer shall work
with Authority closely before and after formal submissions, meeting with Authority on a regular
and on an as-needed basis, showing plans, responding in good faith to feedback from Authority,
and working with Authority to 1ncorporate Authority’s ideas and concemns into Developer s
drawings and plans.

(H Schematic Design Drawings.

The “Schematic Design Drawings” logically evolve from the approved

Concept Design Drawings by clearly defining the development of the Development Site. These

~drawings shall include floor plans, elevations, features in public areas, landscape features,
parking facilities with all spaces indicated, building sections indicating general construction
techniques and major building materials under consideration, potential exterior materials, the
potential colors and textures to be used and the off-site public improvements to be implemented
by the Developer. Key interior, exterior and structural bay dimensions shall be established and a
detailed tabulation of Floor Area by use provided.

(2)  Design Development Drawings.

The “Design Development Drawings” logically evolve from the

~ approved Schematic Design Drawings. The exact wall thickness, structural dimensions and
precise delineation of Development Site features and elevations, the building core, materials and
colors, signs and sign locations, public art elements and artist participation, art budget, ,
landscaping and other features shall be indicated on the drawings. The drawings shall fix and
describe architectural and landscape portions of Design Development Drawings, including all
design features, as well as the size, character and quality of the entire Development Site and
Improvements as to architectural, structural and mechanical systems. Key details shall be
provided in preliminary form. Samples of key materials to be used in publicly visible areas shall
accompany the drawings. The Design Development Drawings shall detail the off-site designs for
public improvements to be implemented by the Developer. :

(3)  Final Construction Documents.

The “Final Construction Documents” logically evolve from the
approved Design Development Drawings. The Final Construction Documents shall provide all
the information necessary to obtain a building permit including specifications to build the
Improvements, including off-site public improvements, and including the landscape and signs
and public art details, requirements, standards and specifications. Additionally, the Developer
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shall provide material samples upon Authority’s request. The format for the Final Construction
drawings shall be a set of 50% reduction-sized plans. Approximately seventy-five percent (75%)
complete Final Construction drawings may also be prepared and submitted for building permit
approval in order to obtain an Excavation and Foundation Only Permit to facilitate “fast track”
construction.

405 Authority Approval of Plans, Drawings and Related Documents.

Within the times set forth in the Schedule of Performance, the Authority shall
have the right to review and approve, if applicable, the Project Documents. The purpose of the
Authority’s review of the Project Documents is to ensure consistency with the approved Scope of
Development and the provisions of this Agreement. For purposes of this Agreement, “review”
and “approval” means, respectively, review and approval by Authority Board or Authority’s Real
Property Negotiator, the Grand Avenue Committee, acting through its Managing Director.
Authority shall exercise its architectural and design approval in a commercially reasonable
manner and shall not unreasonably withhold, condition or delay such approval. The Authority
shall have the right to review all Project Documents, and the right to approve all Project
Documents pertaining to the Public Space Improvements and Streetscape Improvements and the
Schematic Design Drawings for all privately-owned improvements. Notwithstanding anything

‘to the contrary set forth in this Agreement: (i) Authority’s approval of all Project Documents for
the Public Space Improvements and Streetscape Improvements shall require the approval thereof
by the County and the CRA; (ii) Authority’s approval of the Schematic Design Drawings for all
privately-owned improvements in each Phase shall require the approval thereof by the County
and the Board of the CRA; (iii) the signs and sign locations, public art elements and artist
participation set forth in the Design Development Drawings shall be subject to the approval of
the CRA and the other Governing Entities; since such elements will not be a part of the
Schematic Design Drawings; and (iv) the review and approval of Project Documents by the CRA
and the other Governing Entities shall not include review and approval of interior improvement
plans for the tenants of the Retail Improvements. Developer anticipates seeking approval of a
Signage Supplemental Use District for the Development Site, which application shall be subject
to the Authority’s approval. Developer shall be solely responsible for all aspects of Developer’s
actions and management in connection with the Project, including the quality and suitability of
the Project Documents, supervision of construction work and the qualifications, financial
conditiox__i and performance of all architects, engineers and contractors, subcontractors, suppliers,
consultants and managers. Any review or approval or inspections by Authority, CRA, City or
County is solely for determining if Developer is properly discharging its duties hereunder and
shall not be relied upon by Developer or any third party as a warranty or representation by
Authority, CRA, City or County as to the quality or suitability of the design or construction of
the Project. '

Following Authority’s approval of Schematic Design Drawings for privately-
owned improvements, Authority shall review the Design Development Drawings and Final
Construction Documents solely for the purpose of confirming that such drawings and documents
are a logical evolution of the approved Schematic Design Drawings and do not materially vary
therefrom. If Authority reasonably determines that the Design Development Drawings and/or
the Final Construction Drawings are not consistent with and a logical evolution of the Schematic
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Design Drawings, the Governing Entities shall have the right to review and approve or
disapprove such Design Development Drawings and/or Final Construction Drawings.

Failure by Authority to either approve or disapprove the Project Documents
within the times established in the Schedule of Performance or this Section 405 shall be deemed
an approval thereof; provided, however, that no Project Documents, plans, drawings or related
design material shall be deemed approved unless the request for approval contains the following
provision, in bold print, with the blank space filled in by Developer with the appropriate number
of days provided for the approval of such items in the Schedule of Performance:

NOTICE IS HEREBY GIVEN THAT FAILURE TO
APPROVE OR DISAPPROVE THE REQUESTED MATTER
WITHIN ___DAYS SHALL BE DEEMED AN APPROVAL
PURSUANT TO SECTION 405 OF THE DISPOSITION AND
DEVELOPMENT AGREEMENT.

In addition, if Developer believes that any plan submission contains designs
which are not substantially consistent with previous submissions, it shall so state in its
transmittal notice. Any Authority disapproval shall state in writing the reasons for such
disapproval and the changes which Authority requests be made. Such reasons and requested
changes must be substantially consistent with the Scope of Development and any subsequent
drawings and plans previously approved or deemed approved hereunder by Authority.
Developer, upon receipt of a permitted disapproval based upon powers reserved by Authority
hereunder, shall revise such architectural drawings and design material and resubmit them to
Authority as soon as possible after receipt of the notice of disapproval.

If Developer desires to make any substantial change in the construction plans after
- their approval by Authority, including without limitation changes in exterior appearance,
functionality, choice of material or finishes, or resulting in a material change in cost, Developer
shall submit the proposed change to Authority for its approval. If the construction plans, as
modified by the proposed change, conform to the requirements of this Agreement, the approvals - -
previously granted by Authority under this Section and the Scope of Development, Authority
shall approve the proposed change and notify Developer in writing within thirty (30) days after
submission to Authority. Authority shall approve or disapprove such revised portions in the
same manner and within the same times as provided in this Section 405 for approval or
disapproval of plans, drawings, and related documents initially submitted to Authority.

If any governmental official, Authority, department or bureau having jurisdiction
over the Project requires material revisions or corrections of Authority approved Project
Documents, Developer and Authority shall cooperate in efforts to obtain waivers of such
requirements, or to develop a mutually acceptable alternative to them.

Developer shall, in accordance with the Schedule of Performance, execute and-
deliver to the Authority the Architect’s Assignment in the form of Exhibit “L” attached hereto.
The Architect’s Assignment grants the Authority in the event of termination of this Agreement
by the Authority, the Developer’s rights to (a) the plans prepared pursuant to this Agreement; (b)
the contract between Developer and its architect; and (c) all permits relating to the Project.
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Notwithstanding the foregoing, Developer shall not be in breach of this Agreement if Developer
is unable to comply with the provisions of this Paragraph due to Developer’s contractual
obligations with Gehry Partners and Frank Gehry.

If this Agreement or a Ground Lease for a Phase is terminated as provided herein,
the Developer’s rights to all work product prepared pursuant hereto, including, but not limited to,
all plans and construction documents, shall belong to the Owner of the underlying property. In
the event of any such termination, the Developer shall, within ten (10) days of such termination,
transmit all such work product to the Authority for distribution to the Owner of the underlying
property. Notwithstanding the foregoing, Developer shall not be in breach of this Agreement if
Developer is unable to comply with the provisions of this Paragraph due to Developer’s
contractual obligations with Gehry Partners and Frank Gehry.

Without limiting any other provisions of this Agreement or the Ground Leases,
the Authority agrees to cooperate with Developer and reasonably assist Developer in connection ~
with development of the Project including, without limitation, executing permit applications and
performing other ministerial acts reasonably necessary to enable Developer to obtain any
necessary permits, entitlements.or government approvals for the Project.

406  Authority Approval of Architect and Contractor..

Authority shall have the right to approve all architects and general contractors
selected by Developer within the times established in the Schedule of Performance. Such
approvals shall not unreasonably be withheld. Any disapproval shall state in writing the reasons
for disapproval and the steps which must be taken to achieve such approval. Developer shall
provide the Authority and the CRA with a copy of the owner contractor construction contract for
each Phase for review by the Authority and the CRA, and Developer shall also furnish other
information sufficient for the Authority and the CRA to review the credit and record of the
general contractor to assure that the Phase of the Project in question can be constructed within
the approved budget and with the financing and equity provided by Developer. The-construction -
contract must include an acknowledgement by the general contractor of no right to lien-free title -
to the Parcels. Notwithstanding the foregoing, Authority hereby acknowledges and agrees that it -
has approved Gehry Partners and Frank Gehry as architects for Phase I and Webcor as the
general contractor for Phase I.

407 No Reliance on Authority Review.

Authority neither undertakes nor assumes nor will have any responsibility or duty
to Developer or to any third party to review, inspect, supervise, pass judgment upon or inform
Developer or any third party of any matter in connection with the Project or the Improvements
thereon, whether with respect to the quality, adequacy or suitability of the plans, any labor,
service, equipment or material furnished to the Project, any person furnishing the same or
otherwise. Developer and all third parties shall rely upon its or their own judgment with respect
to such matters, and any review, inspection, supervision, exercise of judgment or information
supplied to Developer or to any third party by Authority in connection with such matters is for
the public purpose of effectuating redevelopment in the Project Area in accordance with this
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Agreement, and neither Developer (except for the purposes set forth in this Agreement) nor any
third party is entitled to rely thereon.

408 Construction Budget; Construction Financing.

(1) By the time set forth in the Schedule of Performance, Developer shall
prepare and submit to Authority a proposed final construction budget for the Phase I
Improvements. Authority shall have the right to approve, in its reasonable discretion, each line
item of the proposed budget pertaining to Public Space Improvements, the Grand Avenue
Streetscape and the Public Parking, which approval shall be conditioned upon approval by the
CRA and the County. With respect to the privately-owned improvements, Authority shall have
the right to generally (not on a line-by-line basis) approve the proposed budget therefor to assure
that the Project is being developed with the quality expected based on the approved Project
Documents and for purposes of confirming (i)- that the budget has a contingency adequate to-
address the mitigation and monitoring requirements to be imposed through the CEQA process;
-(11) that costs are properly allocated among the Public Space Improvements, the Grand Avenue
Streetscape and the Public Parking and the privately-owned improvements as separate cost -
centers, and (iii) that the minimum amount to be spent on the Hotel Improvements, Retail
Improvements, Residential Improvements, parking and other Components of the Phase I
Improvements is sufficient to ensure first-class quality construction thereof consistent with the
approved Project Documents and this Agreement. Authority shall approve or disapprove the
proposed Phase I final construction budget, pursuant to the criteria set forth above, in the time
established in the Schedule of Performance. Upon approval by Authority, such proposed budget
shall constitute the “Phase I Final Construction Budget”. If Developer desires to make any
material change in the Phase I Final Construction Budget after its approval by Authority and
such proposed change pertains to the Public Space Improvements, Streetscape Improvements or
Public Parking, such proposed change shall be submitted to Authority for approval in its
reasonable discretion, and Authority’s approval thereof shall be conditioned upon Authority’s
obtaining County and CRA approval of such change. If Developer desires to make any material
change in the Phase I Final Construction Budget and such proposed change pertains to the
privately-owned improvements, Authority’s review and approval of such change shall be limited
‘to assuring that the change will not adversely affect the expected quality of the Project based on
the approved Project Documents. Any disapproval shall state in writing the reasons for
disapproval and the minimum changes which Authority would require for approval.

2) By the time set forth in the Schedule of Performance, Developer shall
prepare and submit to Authority a proposed final construction budget for the Phase II
Improvements. Authority shall have the right to approve, in its reasonable discretion, each line
item of the proposed budget pertaining to any Public Space Improvements, which approval shall
be conditioned upon the approval of the CRA and the County. With respect to the privately-
owned improvements, Authority shall have the right to generally (not on a line-by-line basis)
approve the proposed budget therefor to assure that the Project is being developed with the
quality expected based on the approved Project Documents and for purposes of confirming (i)
that the budget has a contingency adequate to address the mitigation and monitoring
requirements imposed through the CEQA process; (ii) that cost are properly allocated between
the Public Space Improvements and the privately-owned improvements as separate cost centers, -
and (iii) that the minimum amount to be spent on Retail Improvements, Residential
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Improvements, parking and other Components of the Phase II Improvements is sufficient to
ensure first-class quality construction thereof consistent with the approved Project Documents
and this Agreement. Authority shall approve or disapprove the proposed Phase II final
construction budget, pursuant to the criteria set forth above, in the time established in the
Schedule of Performance. Upon approval by Authority, such proposed budget shall constitute
the “Phase II Final Construction Budget”. If Developer desires to make any material change
in the Phase II Final Construction Budget after its approval by Authority and such proposed
change pertains to any Public Space Improvements in Phase II, if any, such proposed change
shall be submitted to Authority for approval in its reasonable discretion, and Authority’s
approval thereof shall be conditioned upon Authority’s obtaining County and CRA approval of
such change. If Developer desires to make any material change in the Phase II Final
Construction Budget and such proposed change pertains to privately-owned improvements,
Authority’s review and approval of such change shall be limited to assuring that the change will
not adversely affect the expected quality of the Project based on the approved plans. Any
disapproval shall state in writing the reasons for disapproval and the minimum changes which

- Authority would require for approval. '

3) By the time set forth in the Schedule of Performance, Developer shall
prepare and submit to Authority a proposed final construction budget for the Phase III
Improvements. - Authority shall have the right to approve, in its reasonable discretion, all line
items of the proposed budget pertaining to any Public Space Improvements, which approval shall
be conditioned upon the approval of the CRA and the County. With respect to the privately-
owned improvements, Authority shall have the right to generally (not on a line-by-line basis)
approve the proposed budget therefor to assure that the Project is being developed with the
quality expected based on the approved plans and for purposes of confirming (i) that the budget
has a contingency adequate to address the mitigation and monitoring requirements imposed
through the CEQA process; (ii) that costs are properly allocated between any Public Space
Improvements and the privately-owned improvements as separate cost centers, and (iii) that the
minimum amount to be spent on Retail Improvements, Residential Improvements, parking and
other Components of the Phase IIT Improvements is sufficient to ensure first-class quality
construction thereof consistent with the approved Project Documents and this Agreement.
Authority shall approve or disapprove the proposed Phase III final construction budget, pursuant
to the criteria set forth above, in the time established in the Schedule of Performance. Upon :
approval by Authority, such proposed budget shall constitute the “Phase III Final Construction
Budget”. If Developer desires to make any material change in the Phase III Final Construction
Budget after its approval by Authority and such proposed change pertains to the Public Space
Improvements, such proposed change shall be submitted to Authority for approval in its
reasonable discretion, and Authority’s approval thereof shall be conditioned upon Authority’s
obtaining County and CRA approval of such change. If Developer desires to make any material
change in the Phase III Final Construction Budget and such proposed change pertains to
privately-owned improvements, Authority’s review and approval of such change shall be limited
to assuring that the change will not adversely affect the expected quality of the Project based on
the approved plans. Any disapproval shall state in writing the reasons for disapproval and the
minimum changes which Authority would require for approval.

409  Upper Second Street/Grand Avenue Bridge Construction
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1) Upper Second Street. The CRA will construct, at its cost, an extension of
Second Street (“Upper Second Street”) between Olive and Upper Grand Avenue. The Upper
Second Street work will be completed by the CRA by the later of (i) eighteen (18) months
following the Effective Date, or (ii) June 30, 2009. Developer shall coordinate with the CRA
regarding the final phasing and timing of the work on Upper Second Street to minimize the risk
of damage to the completed street improvements from work to be done on Parcel Q during the
course of construction of Phase I. A description of the Upper Second Street work is attached

hereto as Exhibit “Q”.

2) Upper Grand Bridge. Developer acknowledges that the City may (but has
no obligation) in the future reinforce the Upper Grand Avenue Bridge pursuant to a separate
agreement to be entered into between the City and the County.

410  City and Other Governmental Authority Permits.

Developer shall, at its own expense, secure or cause to be secured any and all
permits which may be required by the City or any other governmental agency regulating
construction, development or work on the Development Site. The City shall be the sole
permitting agency for all Improvements and signage, subject to the CRA’s normal review and
approval for conformance to the Redevelopment Plan. Notwithstanding the foregoing, if the
County Office Building is developed as a Part of Phase III, the County will be the permitting
agency for the County Office Building. This Agreement does not bind the City, the CRA or the
County, or limit their discretion in reviewing plans and issuing permits for the Project.
Developer shall not obtain any building permit (or demolition, grading, foundation or excavation
permit) for any Phase of the Project until Authority has approved the Final Construction
Drawings for such Phase in accordance herewith, unless Authority waives such restriction in

~writing in advance. Authority shall provide all assistance deemed appropriate by Authority to
Developer in securing these permits, including, but not limited to, temporary street closures and
revocable licenses. Developer must make appropriate and necessary street dedications, or
cooperate with the Owners in making such street dedications to the extent they affect the Ground
Leases. Developer shall be responsible for the construction of improvements in the adjoining
public rights-of-way as required by applicable Project approvals in conformance with the
standards of the City and County, without limiting Developer’s obligations under Section 3(2)
with respect to the Streetscape Improvements adjacent to the Development Site.

411  Zoning of the Dévelopment Site.

It shall be the responsibility of Developer at Developer's sole cost and expense, to
ensure that the zoning of the Development Site shall be such as to permit the development and
use of the Development Site in accordance with the provisions of this Agreement. Authority
shall cooperate with Developer in seeking any variances, conditional use permits or other
discretionary approvals needed to implement this Agreement. To the extent reasonably required,
Authority shall execute, or request that the Owners execute (i) any and all applications or other
documents required by the City in order for Developer to complete the applications for
development entitlements or (ii) documentation authorizing Developer to sign all applications
and other documentation required by the City on Authority's behalf; provided, however, that
such applications and documents shall not impose any liability upon Authority.
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412  Environmental Compliance.

Prior to Authority’s execution of this Agreement, Authority as lead agency, and
the CRA and County as responsible agencies, have considered and certified the EIR and a
Mitigation and Monitoring Program. Developer shall comply with the Project description as
approved, the final EIR, the Mitigation and Monitoring Program, and related conditions of
approval adopted by the Governing Entities concurrently with approval of this Agreement, as
that program may from time to time be amended consistent with the original intent of the
program, and consistent with applicable Laws.

413 Insurance.

Prior to commencing any activity on the Development Site, Developer shall
submit evidence of its compliance with Authority’s insurance requirements, as set forth in
Section 602 of this Agreement.

414 Community Outreach Plan.

By the time set forth in the Schedule of Performance, Developer shall submit the
Community Outreach Plan for Authority approval, as described in Section 703(3) of this
Agreement. .

415 Art Requirements.

By the time set forth in the Schedule of Pe_rformance, Developer shall submit a
Concept Art Plan for Authority, CRA, and County approval, in accordance with the CRA’s Art
Policy and as required by Section 420 of this Agreement.

416  Construction Financing.

: Prior to Commencement of Construction of each Phase, Developer shall submit to
the Authority evidence of a commitment from an Institutional Lender to provide construction
financing for the total cost of the applicable Phase (or evidence that Developer has capital
commitments together with such construction financing sufficient to cover the cost of the
construction of such Phase). L

417 Completion Guaranty.

Prior to Commencement of Construction of each Phase, Developer shall deliver to
Authority a completion guaranty executed by a third party guarantor satisfactory to the Authority
guarantying that construction of the applicable Improvements will be substantially completed in
accordance with the approved Project Documents by the date required by the Schedule of
Performance for completion of such Phase (a “Completion Guaranty”). The Authority hereby
approves Related as the guarantor, provided that Related maintains a net worth of at least
$500,000,0000 throughout the period prior to the issuance of a Certificate of Completion for all
of the Components of the applicable Phase, and the Authority agrees to approve a guarantor that
has been approved by Developer’s construction lender. Such Completion Guaranty shall be
subject to the construction lender’s first right to enforce any guaranty of completion of the
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Project, or any portion thereof, in favor of such lender. Authority will retain the right to enforce
the Completion Guaranty if the construction lender fails to cause the Improvements to be
completed. Authority will defer enforcement of the Completion Guaranty until notice of default
is given to Developer, all cure periods under the loan documents have elapsed, and the
construction lender has had an additional two (2) months to commence enforcement of the
completion guaranty in favor of such lender (as such period may be extended by litigation
between Developer and its lender over the enforcement of the completion guaranty). Developer
hereby waives any statute of limitations on enforcement of the Completion Guaranty by
Authority.

418 Completion Bonds.

Prior to the Commencement of Construction of any Phase, Developer shall deliver
to Authority copies of labor and material bonds and payment and performance bonds, each in an
amount not less than one hundred percent (100%) of the cost set forth in the construction
contract for such Phase of the Project and naming Authority and the Governing Entity that holds
fee title to the Parcel in question as obligees. Said bonds shall be issued by an insurance
company licensed to do business in the State of California and named in the current list of
“Surety Companies Acceptable on Federal Bonds™ as published in the Federal Register of the
U.S. Treasury Department. Authority shall consider (but have no obligation to approve)
alternate forms of reasonable assurance that the Project will be completed in the manner
contemplated by this Agreement, including a letter of credit. Notwithstanding the foregoing, this
Section 418 shall be inapplicable if Developer has delivered the Completion Guaranty in
compliance with Section 417, subject to the requirements of the Governing Entities for payment
and performance bonds in connection with any Public Improvements.

419 Prevailing Wages.

Developer must comply with the CRA’s Prevailing Wage and Equal Opportunity
Standards. Developer shall pay or cause to be paid to all workers employed in connection with
the construction of the Project , not less than the prevailing rates of wages, as provided in the .
statutes applicable to CRA’s public work contracts, including without limitation Sections 33423-
33426 of the California Health and Safety Code and Sections 1770-1880 of the California Labor
Code, in accordance with the CRA’s "Policy on Payment of Prevailing Wages By Private
Redevelopers or Owners-Participants™ dated February 1986. In addition to any restitution
required by the CRA’s Policy and/or applicable Law, Developer or any owner determined by
Authority to have violated any provision of CRA’s Policy on Payment of Prevailing Wages by
Private Redevelopers or Owners-Participants, shall forthwith pay the following as a penalty to
the Authority:

(1) Payment of less than prevailing wages: $50 per calendar day, or portion
thereof, for each worker paid less than prevailing wages.

2 Failure to provide all reasonably requested records and/or provide access
to job site or workers: $5,000 per day, or portion thereof.
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3) If the construction work covered under this Agreement is financed in
whole or in part with assistance provided under a program of the U.S. Department of Housing
and Urban Development or some other source of Federal funding, Developer shall comply with
or cause its contractor and all subcontractors to comply with the requirements of the Davis-
Bacon Act (40 U.S.C. 276 et seq.) The Davis-Bacon Act requires the payment of wages to all
laborers and mechanics at a rate not less than the minimum wage specified by the Secretary of
Labor in the periodic wage rate determinations as described in the Federal Labor Standards
Provisions (HUD-4010) available from Authority's Compliance Division.

%) Prior to the commencement of grading work in connection with the
construction of the Improvements, and as soon as practicable in accordance with the Schedule of
Performance, Developer shall contact Authority to schedule a pre-construction orientation
meeting with Developer and with the General Contractor to explain such matters as the specific
rates-of wages to be paid to workers in connection with the development of the Project,
preconstruction conference requirements, record keeping and reporting requirements necessary
- for the evaluation of Developer's compliance with this Section 419. '

&) Developer shall monitor and enforce the prevailing wage requirements
imposed on its contractors and subcontractors, including withholding payments to those
contractors:or subcontractors who violate these requirements. In the event that Developer fails to
monitor or enforce these requirements against any contractor or subcontractor, Developer shall
be liable for the full amount of any underpayment of wages, plus costs and attorneys' fees, as if
Developer was the actual employer, and Authority may withhold monies owed to Developer,
may impose penalties on Developer in the amounts specified herein, may take action directly
against the contractor or subcontractor as permitted by law, and/or may declare Developer in
default of this Agreement and pursue any of the remedies available under this Agreement.

(6) Any contractor or subcontractor who is at the time of bidding debarred by
the Labor Commissioner pursuant to Section 1777.1 of the California Labor Code is ineligible to
bid on the construction of the Improvements or to receive any contract or subcontract for work
covered under this Agreement. Any contractor or subcontractor who is at the time of the
contract listed in the List of Parties Excluded From Federal Procurement or Nonprocurement
Programs issued by the U.S. General Services Administration pursuant to Section 3(a) of the
Davis-Bacon Act is ineligible to receive a contract for work covered under this Agreement.

@) By entering into this Agreement, Developer certifies that it is not a person
or firm ineligible to be awarded Government contracts by virtue of Section 3(a) of the Davis-
Bacon Act or 29 CFR 5.12(a)(1) or to be awarded HUD contracts or participate in HUD
programs pursuant to 24 CFR Part 24. Developer agrees to include, or cause to be included, the
above provision, to be applicable to contractors and subcontractors, in each contract and
subcontract for work covered under this Agreement.

) For the purposes of assuring compliance with the provisions of this
Section 419 representatives of Authority, the CRA, the City, and the County shall have the
reasonable right of access and inspection, without charges or fees and at normal construction
hours, to any construction trailer located on the Development Site where relevant records are
kept by Developer or its contractors. The representatives of Authority, CRA or the City shall be
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those who are so identified in writing by Authority or its designee. The CRA and the City shall
indemnify and pay for the defense of Developer and hold it harmless from any damage caused or
liability arising out of this right to access and inspection.

©) Developer agrees to include, or cause to be included, the requirements of
this Section 419 in all bid specifications for work covered under this Agreement and to be
applicable to all contractors and subcontractors, in each contract and subcontract for work
covered under this Agreement.

(10) Developer shall indemnify, hold harmless and defend (with counsel
reasonably acceptable to Authority) the Authority Indemnified Parties against any claim for
damages, compensation, fines, penalties or other amounts arising out of the failure or alleged
failure of any person or entity (including Developer, its contractor and subcontractors) to pay
prevailing wages as determined pursuant to Labor Code Sections 1720 et seq. and implementing
regulation or comply with the other applicable provisions of Labor Code Sections 1720 et seq.
and implementing regulations of the Department of Industrial Relations in connection with
construction of the Improvements or any other work undertaken or in connection with the
Development Site. - :

420 CRA’s Art Policy.

Developer agrees to conform to all of the requirements of the CRA’s Art Policy as
specifically set forth on Exhibit “N” attached hereto. Developer’s art budget shall equal one
percent (1%) of the total Development Costs, as defined in the CRA Art Policy. Without
limiting the generality of the foregoing, the parties acknowledge that (a) sixty percent (60%) of
the funds required to be spent by Developer for art shall be applied to on site art improvements,
and (b) forty percent (40%) of the funds required to be spent by Developer shall be contributed
to the Downtown Cultural Trust Fund. Exhibit “N” sets forth in more detail the requirements of
the CRA Art Policy.

ARTICLE 5
CONSTRUCTION OF THE IMPROVEMENTS

501 Duty to Construct Improvements.

_ ¢8) Upon the Effective Date (which by definition includes the execution and
delivery of the Phase I Ground Lease), Developer shall proceed diligently to construct the Phase
I Improvements in accordance with this Agreement, including the Scope of Development and the
Phase I Ground Lease. Once Developer has Commenced Construction of the Phase I
Improvements, Developer shall diligently pursue each stage of construction to completion. The
various Components of Phase I shall be constructed concurrently. Developer shall begin and
complete all construction and development within the times specified in the Schedule of
Performance, or such reasonable extension of said dates as may be granted by Authority or as
provided in this Agreement. The Schedule of Performance is subject to revision from time-to-
time as mutually agreed upon in writing between Developer and Authority.

2) The Park Improvements shall be constructed simultaneously with the
Phase I Improvements pursuant to the Civic Park Development Agreement. The specific
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improvements, financing terms, phasing, and responsibilities of the parties with respect to the
development of the Park Improvements will be set forth in the Civic Park Development
Agreement.

3) Upon execution of the Ground Lease for the Phase II Parcels, Developer
shall proceed diligently to construct the Phase II Improvements in accordance with this
Agreement, including the Scope of Development. Once Developer has Commenced Construction
of the Phase IT Improvements, Developer shall diligently pursue each stage of construction to
completion. The various Components of Phase II shall be constructed concurrently. Developer
shall begin and complete all construction and development within the times specified in the
Schedule of Performance, or such reasonable extension of said dates as may be granted by
Authority or as provided in this Agreement. The Schedule of Performance is subject to revision
from time-to-time as mutually agreed upon in writing between Developer and Authority.

(4)  Upon execution of the Ground Lease for the Phase III Parcels, Developer
shall proceed diligently to construct thé Phase ITI Improvements in accordance with this
Agreement, including the Scope of Development. Once Developer has Commenced
Construction of the Phase III Improvements, Developer shall diligently pursue each stage of:
construction to completion. The various Components of Phase III shall be constructed
concurrently. Developer shall begin and complete all construction and development within the
times specified in the Schedule of Performance, or such reasonable extension of said dates as
may be granted by Authority or as provided in this Agreement. The Schedule of Performance is
subject to revision from time-to-time as mutually agreed upon in writing between Developer and
Authority. :

502 Construction Siens.

Developer shall provide Construction Signs in accordance with Authority's
requirements for such signs, identifying the development and giving recognition to the .
Governing Entities and officials thereof as required by the Governing Entities. The Construction
Signs shall be erected on the Development Site at the times provided in the Schedule of
Performance and in locations mutually acceptable to Developer and the Authority.

503 Construction Reports.

During the period of construction of each Phase, Developer shall provide to
Authority a monthly construction report which shall describe the work completed to date, the
causes for any delays, and the work that is anticipated for the following month (the
"Construction Report"). Each Construction Report shall be in substantially the form agreed to
by Developer and Authority, and shall include a reasonable number of construction photographs
taken since the last Construction Report submitted by Developer.

504 Change Orders.

Developer shall provide Authority and CRA and County with a copy of all change
orders (individually, a "Change Order" and collectively "Change Orders") that (i) affect the
Public Space Improvements, Public Parking or Grand Avenue Streetscape Improvements and
which increase or decrease the cost thereof by more than $10,000 per Change Order or by more
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than an aggregate of $200,000, or (i) adversely affect the quality or design of the privately-
owned Improvements (other than in a de minimis manner), or (iii) adversely change the Scope of
Development with respect to the privately-owned Improvements (other than in a de minimis
manner). Authority shall have ten (10) business days from receipt of the applicable Change
Order to review and approve such Change Order. Failure by Authority to either approve or
disapprove a Change Order within such 10 business day period shall be deemed an approval;
provided, however, that no Change Order shall be deemed approved unless the request for
approval contains the following provision, in bold print:

NOTICE IS HEREBY GIVEN THAT FAILURE TO
APPROVE OR DISAPPROVE THE REQUESTED MATTER
WITHIN 10 BUSINESS DAYS SHALL BE DEEMED AN
APPROVAL PURSUANT TO SECTION 504 OF THE
DISPOSITION AND DEVELOPMENT AGREEMENT.

If the Change Order is approved (or deemed approved) by the Authority, the
- Change Order shall be implemented. If, however, Authority disapproves of the Change Order
within such ten (10) business days. period, Developer and Authority shall meet to negotiate a
mutually satisfactory solution. Developer shall retain on the Development Site all Receipts
documenting the expenditure of all funds for labor and materials. Upon reasonable notice,
Authority shall have access to all such original documentation for review and/or duplication, and
all such Receipts shall be submitted to Authority with the final cost certification.

505 Right of Access.

For the purposes of assuring compliance with this Agreement, representatives of
the Governing Entities shall have the reasonable right of access to the Development Site without
charges or fees during normal construction hours during the period of construction for the
purposes of confirming compliance with this Agreement and inspecting the construction of the
Improvements, provided that such access does not interfere with construction of the Project. The
representatives of the Governing Entities shall be those who are previously identified to -

- Developer in writing by Authority, City, CRA or County. The applicable Governing Entities
shall provide Developer, prior to the representatives’ access of the Development Site, with
evidence of comprehensive general liability insurance with limits and coverages reasonably
acceptable to Developer or, at the Governing Entities’ election, the Governing Entities may self-
insure for such risks, and shall indemmify and pay for the defense of Developer and hold it
harmless from any damage caused or liability arising out of such right of access.

506 Intentionally Omitted. -

507 Certificate of Completion.

§))] Promptly after (i) completion of all Phase I Improvements to be completed
by Developer upon the Development Site as described in the Project Documents and the
Schedule of Performance, (i1) the issuance of a temporary Certificate of Occupancy by the City
for the Phase I Improvements, (iii) Developer’s delivery to the Authority of bonds sufficient to
secure completion of any punchlist items or other incomplete work, and (iv) Park Completion (as
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hereinafter defined), Authority shall furnish Developer with a Certificate of Completion
(“Certificate of Completion”) for the Phase | Improvements upon written request therefor by
Developer; provided, however, that a failure of timely Park Completion shall not prevent
Developer from obtaining a Certificate of Completion for Phase I if such delay in Park
Completion was not caused by Developer. If, however, Park Completion does not occur prior to
or concurrently with completion of the Phase I Improvements due to Developer’s actions or
failure to act, the Authority will not issue a Certificate of Completion for any part of the Project
until Park Completion, and Developer shall pay the Authority liquidated damages equal to Ten
Thousand Dollars ($10,000) per day for each day of delay in Park Completion caused by
Developer’s actions (or failure to act) beyond the date that the temporary Certificate of
Occupancy is issued by the City for any part of the Phase I Improvements. Authority and
Developer stipulate that actual damages caused by such a delay in Park Completion are
extremely difficult to determine and that the foregoing liquidated damages set forth herein are a
reasonable estimate by the parties of the damages that the Authority will suffer if Developer
causes a delay in Park Completion. The parties stipulate and agree to the amount of liquidated
damages set forth herein on the advice of their own counsel and neither party shall bring any
action seeking to set aside such stipulated liquidated damages. The Certificate of Completion
described herein shall be in such form as to permit it to be recorded in the Office of the County
Recorder of Los Angeles County. If Developer is entitled to a Certificate of Completion for the
Phase I Improvements, Authority shall promptly, but in any event within 30 days after demand,
deliver the same to Developer. As used herein, “Park Coinpletion” means substaritial
completion of the Park Improvements pursuant to the Civic Park Development Agreement, other
than punchlist items and minor details of construction, and the acceptance thereof by the County.

Fa) ‘
, ! M \

Auyffority Initials Déveloper Initials

2) Promptly after (i) completion of all Phase II Improvements to be
completed by Developer upon the Development Site as described in the Project Documents and
the Schedule of Performance, (ii) the issuance of a temporary Certificate of Occupancy by the
City for the Phase II Improvements, and (iii) Developer’s delivery to the Authority of bonds
sufficient to secure completion of any punchlist items or other incomplete work, Authority shall
furnish Developer with a Certificate of Completion for the Phase II Improvements upon written
request therefor by Developer. Such Certificate of Completion shall be in such form as to permit
it to be recorded in the Office of the County Recorder of Los Angeles County. If Developer is
entitled to a Certificate of Completion for the Phase II Improvements, Authority shall promptly,
but in any event within 30 days after demand, deliver the same to Developer.

3) Promptly after (i) completion of all Phase III Improvements to be
completed by Developer upon the Development Site as described in the Project Documents and
the Schedule of Performance, (ii) the issuance of a temporary Certificate of Occupancy by the
City for the Phase III Improvements, (iii) Developer’s delivery to the Authority of bonds
sufficient to secure completion of any punchlist items or other incomplete work, Authority shall
furnish Developer with a Certificate of Completion for the Phase III Improvements upon written
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request therefor by Developer. Such Certificate of Completion shall be in such form as to permit
it to be recorded in the Office of the County Recorder of Los Angeles County. If Developer is
entitled to a Certificate of Completion for the Phase III Improvements, Authority shall promptly,
but in any event within 30 days after demand, deliver the same to Developer.

(4) A Certificate of Completion shall be, and shall so state, conclusive
determination of satisfactory completion of the construction of the applicable Component or
Phase of the Project required by this Agreement upon the Development Site and full compliance
with the requirements of this Agreement as to construction (other than the prevailing wage
requirements). Authority will issue partial Certificates of Completion as to individual
Components of a Phase if all of the requirements for the issuance of a Certificate of Completion
as to such Component have been satisfied prior to the satisfaction of such conditions as to the
entire Phase; provided that the Authority will reserve all rights under this Agreement to assure
that the balance of such Phase is completed in accordance with the requirements of this
Agreement, and provided further that the Authority will not issue any partial Certificates of -
Completion as to Components in Phase I until Park Completion if the failure to complete the
Park Improvements is caused by any act or failure to act on the part of Developer. After
issuance of such Certificate of Completion, any party then or thereafter leasing or otherwise
acquiring any interest in the Parcels of the Development Site covered by said Certificate of
Completion shall not (because of such ownership, purchase, lease or acquisition) incur any
obligation or liability under this Agreement, except that such party shall be bound by any
covenants contained in the applicable Ground Lease, applicable covenants and restrictions
required by any recorded covenant, mortgage, deed of trust, contract or other instrument of
transfer in accordance with the provisions of this Agreement. Except as otherwise provided
herein and without limiting the continued effectiveness and application of Articles 7 and 8
hereof, after the issuance of a Certificate of Completion for a Phase of the Project or a
Component of a Phase, this Agreement shall terminate solely with respect to such Phase or
Component, and neither Developer, Authority, the City, CRA, County, nor any other person
shall have any rights, remedies or controls with respect to such Phase or Component that it
would otherwise have or be entitled to exercise under this Agreement as a result of a default in or
breach of any provision of this Agreement, and the respective rights and obligations of the
parties with reference to such Phase or Component shall be as set forth in the Ground Lease for
the respective Parcel and any recorded covenants or regulatory agreement concerning such
Parcel, which shall be in accordance with the provisions of this Agreement; provided, however,
that the issuance of a Certificate of Completion for any Component for a Phase shall not be a
representation or acknowledgement by the Authority that Developer has fulfilled its obligations
with respect to prevailing wages under Section 419. The Authority agrees to execute such
documents as may be reasonably necessary to evidence the termination and release described in
the preceding sentence.

) Authority shall not unreasonably withhold any Certificate of Completion.
If Authority refuses or fails to furnish a Certificate of Completion for the Development Site after
written request from Developer, Authority shall, within thirty (30) business days after such
written request, provide Developer with a written statement of the reasons Authority refused or
failed to furnish a Certificate of Completion. The statement shall also contain Authority's
opinion of the action Developer must take to obtain a Certificate of Completion. If the reason for
such refusal is confined to the immediate unavailability of specific items or materials for
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landscaping, Authority will issue its Certificate of Completion upon the posting of a bond by
Developer with Authority in an amount representing a fair value of the work not yet completed.
If Authority shall have failed to provide such written statement within said 30-business days after
receipt of Developer's notice, Developer shall be deemed entitled to the Certificate of
Completion, provided that Developer's written notice shall contain the following sentence in bold
form and capital letters on the top of the cover letter and notice:

NOTICE IS HEREBY GIVEN THAT FAILURE TO
RESPOND TO THIS REQUEST IN WRITING WITHIN 30
BUSINESS DAYS SHALL RESULT IN DEVELOPER
BEING DEEMED ENTITLED TO THE CERTIFICATE OF
COMPLETION.

Such Certificate of Completion shall not constitute evidence of compliance with
or satisfaction of any obligation of Developer to any holder of a mortgage or any insurer of a
mortgage securing money loaned to finance the improvements or any part thereof. Such
. Certificate of Completion is not a notice of completion as referred to in California Civil Code
Section 3093. The Authority shall notify the other Govermng Entities prior to issuing any
Certificate of Completion to Developer.

ARTICLE6
INSURANCE AND INDEMNIFICATION

601  Developer's Indemnity.

Developer undertakes and agrees to defend, indemnify, and hold harmless

Authority Indemnified Parties, and all persons acting under, through, or on behalf of them, from
and against all suits and causes of action, claims, losses, demands and expenses, including, but

not limited to, attorney's fees and costs of litigation, damage or liability of any nature
whatsoever, arising in any manner by reason of or related to the performance of this Agreement
or the construction, alteration, improvement, operation, management, maintenance, occupancy or
use of the Project (excluding the Park Improvements and Park Parcel) on the part of Developer
or any of its agents, contractors, subcontractors or employees, whether or not contributed to by
an act or omission of the Authority Indemnified Parties; provided, however, that the terms of the
foregoing indemnity shall not apply to the gross negligence or willful misconduct of the
Authority Indemnified Parties. Developer shall pay immediately upon demand of the Authority
Indemnified Parties any amounts owing under this indemnity. The duty of Developer to
indemnify includes the duty to defend the Authority Indemnified Parties or, at the Authority
Indemnified Parties’ choosing when said defense is not being provided by a commercial carrier
of insurance, to pay the Authority Indemnified Parties’ costs of their defense in any court action,
administrative action, or other proceeding brought by any third party arising from this
Agreement or the Development Site. Developer's duty to indemnify the Authority Indemnified
Parties shall survive the term of this Agreement.

602 Insurance Requirements.

[djh:djh/124972_20.DOC/1/25/07/4282.001] -71-



Without limiting Developer’s indemnification of Authority Indemnified Parties,
Developer shall maintain or cause to be maintained, and keep in full force and effect the
following insurance coverages. Such insurance relates to Developer’s performance and
operations and shall be primary to and not contributing with any insurance or self-insurance
programs maintained by any of the Governing Entities, and such coverage shall be provided and
maintained at the Developer’s own expense. These requirements shall apply separately and
independently (and not cumulatively or collectively) to each Phase.

A. Policy Requirements.

1. Commercial General Liability Insurance. A policy of commercial
general liability insurance (written on ISO policy form CG 00 01 or its equivalent) with limits of
not less than the following:

General Aggregate: , $25,000,000

Products/Completed Operations Aggregate: $25,000,000
Personal and Advertising Injury: $10,000,000
Each Occurrence: $10,000,000

Such policy shall protect the Governing Entities as additional insureds
against incurring any legal cost in defending claims for alleged loss subject to all the terms and
conditions of the commercial general liability policy. Excess insurance that complies with the
general insurance requirements set forth in Section 602(B) below may be used to provide the
required coverage limits.

2. Automobile Liability Insurance. Developer shall require
contractors and other parties working on the Project to have commercial automobile liability
insurance written on ISO policy form CA 00 01 or its equivalent, with a limit of liability of not
less than Two Million Dollars ($2,000,000) per accident, including coverage for any owned,
hired or non-owned automobiles, or coverage for “any auto.” If and when valet parking services
are provided at the Project, Developer shall also provide Garagekeeper’s Legal Liability
coverage (written on ISO form CA 99 37 or its equivalent) with limits of not less than Three:
Million Dollars ($3,000,000). Developer’s excess liability insurance policies shall also apply to
commercial automobile liability.

3. Workers' Compensation and Employer's Liability Insurance.
Worker's compensation insurance having limits not less than those required by the Labor Code
of the State of California and federal statute, if applicable, and covering all persons employed by
Developer and Developer’s contractors in the conduct of its operations on the Development Site
(including the "all states" and volunteers endorsements, if applicable), together with Employer's
Liability insurance coverage with limits of not less than the following:

Each Accident: $1,000,000
Disease — policy limit: $1,000,000
Disease — each employee: $1,000,000
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4, Liguor Liability Insurance. If and when the manufacture,
distribution or service of alcoholic beverages occurs in the Project, Developer shall provide
Liquor Liability insurance (written on ISO policy form CG 00 33 or 34 or their equivalent) with
a liability limit of not less than Five Million Dollars ($5,000,000) per occurrence and an annual
aggregate of Ten Million Dollars ($10,000,000). If written on a “claims made” form, the
coverage shall also provide an extended two (2) year reporting period commencing upon the
expiration or earlier termination of this Agreement.

5. Commercial Property Insurance. A policy of insurance to cover
damage to the Project including improvements and betterments, from perils covered by the
Causes-of-Loss Special Form (ISO form CP 1030) or its equivalent, including flood (flood shall
have a sub-limit of $20,000,000), earthquake (with coverage levels based on probable maximum
loss analysis as set forth in a seismic analysis prepared by a licensed engineer and if coverage is
‘available at reasonable rates), and ordinance or law coverage (ordinance or law shall have a sub-
limit of $5,000,000), written for the full replacement value of the Project including any and all
Improvements, with a deductible no greater than $250,000 (adjusted by CPI) or 5% of the
property values whichever is less (except for earthquake deductible which shall not exceed 5% of
the insured unit value). Such policy of insurance shall also include boiler and machinery
coverages, and business interruption coverage, including loss of rent equal to eighteen (18)
months of rent. Insurance proceeds will be payable to the Developer, Authority, CRA, City and
County as their interests may appear and will be utilized for repair and restoration of the Project.
The obligation to provide insurance coverages under this Section 602(A)(5) shall not be
applicable so long as the insurance coverage described in Subsection 602(A)(6)(a) below, is
carried. '

6. Insurance During Construction. Developer shall maintain or cause
to be maintained, and keep in full force and effect the following insurance coverage during
construction of the Project: '

(a) Builder’s Risk Course of Construction. Such coverage shall: (a)
insure against damage from perils covered by the Causes-of-Loss Special Form (ISO form CP
1030) or its equivalent, and be endorsed to include earthquake, flood (flood shall have a sub-
limit of $20,000,000), ordinance or law coverage (ordinance or law shall have a sub-limit of
$5,000,000), coverage for temporary offsite storage, debris removal, pollutant cleanup (pollutant
cleanup shall have a sub-limit of $5,000,000) and removal, preservation of property, excavation
costs, landscaping, shrubs and plants, full collapse coverage during construction (without
restricting collapse coverage to specified perils), boiler and machinery coverage for air
conditioning, heating and other equipment during testing, covering the entire value of materials
and equipment in transit, and (b) be written on a completed-value basis (except the earthquake
coverage (which shall be based on probable maximum loss analysis as set forth in a seismic
analysis prepared by a licensed engineer and if coverage is available at reasonable rates)) and
cover the entire value of the construction project, including materials and equipment of the
County, City or CRA, against loss or damage until completion and acceptance of the
construction by the Authority.

(b) General Liability Insurance. Such coverage shall be written on
ISO policy form CG 00 01 or its equivalent with limits of not less than Twenty-Five Million

[djh:djh/124972_20.DOC/1/25/07/4282.001] -73-



Dollars ($25,000,000) per occurrence, Fifty Million Dollars ($50,000,000) policy aggregate and
Fifty Million Dollars ($50,000,000) products/completed operations aggregate. The
products/completed operations coverage shall continue to be maintained in the amount indicated
above for at least ten (10) years from the date the Project is completed and accepted by
Authority. Such insurance shall be an occurrence based policy with no “On Going Operations
Endorsement” and “Close of Escrow Coverage Forms.” Excess insurance that complies with the
general insurance requirements set forth in Section 602(B) below may be used to provide the
required coverage limits.

(©) Errors and Omissions. Developer shall cause all architects,
engineers and other design professionals providing services in connection with the
Improvements to carry Professional Liability Insurance covering errors, omissions, negligent or
wrongful acts. The limits of coverage required shall be (a) Five Million Dollars ($5,000,000)
with respect to the prime architect for the Improvements, and (b) One Million Dollars
($1,000,000) with respect to each other architect, engineers, surveyor or other licensed
professional rendering services in connection with design or construction on the Development
Site. The coverage shall also provide an extended two (2) year reporting period commencing
- upon termination or cancellation of the errors and omissions coverage or acceptance of the
Project by the Authority, whichever occurs first.

_ ()] Worker’s Compensation and Employer’s Liability Insurance. Such
coverage shall provide workers compensation benefits, as required by the Labor Code of the
State of California. Such policy shall be endorsed to waive subrogation against the Governing
Entities for injury to Developer, contractors’ and subcontractors’ employees. In all cases, such
insurance shall include Employer's Liability insurance coverage with limits of not less than the
following: _ '

Each Accident: | $1,000,000

Disease — policy limit: $1,000,000
Disease — each employee: $1,000,000

(e) Asbestos Liability or Contractors Pollution Liability Insurance. If
construction requires remediation of asbestos or pollutants, and if such insurance is available,
such insurance shall cover liability for personal injury and property damage arising from the
release, discharge, escape, dispersal or emission of asbestos or pollutants, whether gradual or
sudden, and include coverage for costs and expenses associated with voluntary clean-up, testing,
monitoring and treatment of asbestos or pollutant(s) in compliance with governmental mandate
or order. If the asbestos or pollutant will be removed from the Development Site, asbestos or
pollutant liability shall also be required under the contractor’s or subcontractor’s Automobile
Liability Insurance. Coverage limits shall be as reasonably required and mutually agreed upon
by Developer and the Authority or its designated representative.

® Automobile Liability Insurance. Developer shall require
contractors and other parties working on the Project to have commercial automobile liability
insurance written on ISO policy form CA 00 01 or its equivalent, with a limit of liability of not
less than Five Million Dollars ($5,000,000) per accident, including coverage for any owned,
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hired or non-owned automobiles, or coverage for “any auto.” Developer’s excess liability
insurance policies shall also apply to commercial automobile liability.

7. Modifications to Coverages. The Authority reserves the right
throughout the term of this Agreement, to require reasonable changes to the amounts and types
of insurance coverage required hereunder based on accepted risk management principles by
giving Developer ninety (90) days prior written notice of such change, provided such
requirements are commercially available and are what is customarily maintained by comparable
developers of comparable projects.

B. General Insurance Requirements.

1. Insurance Companies. Insurance required to be maintained
pursuant to this Section 602 shall be written by companies authorized to do business in :
California and having a "General Policyholders Rating" of at least A:VIII (or such higher rating
as may be required by a Mortgagee) as set forth in the most current issue of "Best's Key Rating
Guide."

2. Certificates of Insurance. Developer shall monitor the insurance of
Developer's contractors and design professionals and maintain proof of such insurance during
. construction. Developer shall deliver to Authority certificates of insurance with original
additional insured endorsements as indicated in Section (B)(3) below, for all coverages required
by this Section 602. The certificates and endorsements of each insurance policy shall be on
forms reasonably acceptable to Authority and signed by a person authorized by the insurer to
bind coverage on its behalf and provided prior to commencing any activities on the Development
Site.

3. Additional Insureds. All policies of insurance required hereunder
(other than worker's compensation insurance and professional liability insurance) shall name
Authority, the Grand Avenue Committee, the CRA, the City, and the County as additional
insureds as their respective interests may appear. The policy required under Part (A)(1) above
shall prov1de for severability of interest.

4. Excess Coverage. Any umbrella liability policy or excess liability
policy shall be'in "following form" and shall contain a provision to the effect that, if the
underlying aggregate is exhausted, the excess coverage will drop down as primary insurance.

5. Notification of Incidents. Developer shall promptly notify
Authority of the occurrence of any accidents or incidents in connection with the Project which
could give rise to a claim under any of the insurance policies required under this Section 602.
Developer shall notify its insurer of the occurrence of any accidents or incidents in connection
with the Project within the time periods required under each insurance contract and shall provide
a copy thereof to Authority upon request by Authority.

6. Full Insurable Value. The term "full insurable value" shall mean
the actual replacement cost (without deduction for depreciation) of the Improvements
immediately before such casualty or other loss, including the cost of construction of the
Improvements, architectural and engineering fees, and inspection and supervision. Developer
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shall make available upon request, to Authority, for its review and approval all documents, data
and resources used in determining the full insurable value.

7. No Cancellation. All policies of insurance shall not be subject to
cancellation, reduction in coverage, or nonrenewal except after notice in writing by Developer
shall have been sent to Authority not less than thirty (30) days prior to the effective date of
cancellation, nonrenewal, amendment or reduction in coverages (except in the case of
cancellation for nonpayment of premium in which case cancellation shall not take effect until at
least ten (10) days' written notice has been given to each additional insured).

8. Premiums. Developer agrees to pay all premiums timely for all
insurance required by this Section 602 and, at its sole cost and expense, to comply and secure
compliance with all insurance requirements necessary for the maintenance of such insurance.

9. Blanket Policies. The insurance described in this Section 602 may
be carried under a blanket policy or policies covering other liabilities and locations of Developer,
in form, amount and content reasonably satisfactory to the Authority, provided such coverage
provides the same protection as if the insurance had been procured on an individual location
basis.

10. Waiver of Subrogation. Developer agrees to release the Authority
Indemnified Parties and waive its rights of recovery against the Authority Indemnified Parties
under the insurance policies specified in this Agreement. Developer shall ensure that each policy
of property insurance includes a waiver of subrogation against the Authority Indemnified Parties.

11.  Duration of Obligations. The Ground Lease for each respective
Parcel and each Operator Ground Lease shall require similar insurance coverages to be
‘maintained in effect for the term of each Ground Lease for the benefit of each ground lessor.

12.  Notice. Developer shall send all required insurance information to
Authorlty c/o the Grand Avenue Committee at 445 S. Figueroa Street, Suite 3400, Los Angeles,
CA 90071 with a copy to the CRA at 354 South Spring Street, Los Angeles, California 90013
(Attention: Regional Administrator) and to the County at 500 W. Temple Street, Room 713, Los
Angeles, California 90012 (Attention: Chief Administrative Officer).

: 13.  Self-Insured Retentions (SIR) or Deductibles. Developer shall
identify any SIR or deductibles that exceed $25,000. Authority retains the right to require
Developer to provide a bond or other security to guarantee payment of all such retained losses
and cost attributable to Developer’s SIR or deductible.

14.  Failure to Maintain Coverage. Failure of Developer to procure,
maintain or renew the herein required insurance shall, if not cured within ten (10) business days
after written notice from Authority, constitute a default hereunder. In the event of such failure,
in addition to the other rights and remedies provided hereunder, Authority may, at its discretion,
procure or renew such insurance and pay any and all premiums in connection therewith.
Authority shall be entitled to reimbursement for all actual costs incurred by the Authority in the
procurement or renewal of such insurance, with interest thereon at the Reference Rate, within
five (5) business days after written demand by Authority.
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ARTICLE 7
COMPLIANCE WITH APPLICABLE LAWS AND AUTHORITY POLICIES

701 Local, State and Federal Laws.

Developer shall construct the Improvements in conformity with all Laws,
including, without limitation, all applicable federal and state labor standards.

702  Non-Discrimination During Construction: Equal Opportunity.

Developer, for itself and its successors and assigns, and transferees agrees that in
the construction of the Improvements provided for in this Agreement:

) It will not discriminate against any employee or applicant for employment
because of race, color, religion, creed, national origin, ancestry, disability, medical condition,
age, marital status, domestic partner status, sex, sexual preference/orientation, Acquired Immune
. Deficiency Syndrome (AIDS) acquired or perceived, or retaliation for having filed a
discrimination complaint (nondiscrimination factors). Developer will take affirmative action to
ensure that applicants are employed, and that employees are treated without regard to the
nondiscrimination factors during employment including, but not limited to, activities of:
upgrading, demotion, or transfer; recruitment or recruitment advertising, layoff or termination;
rates of pay or other forms of compensation and selection for training, including apprenticeship.
Developer agrees to post in conspicuous places, available to employees and applicants for
employment, the applicable nondiscrimination clause set forth herein:

2) It will, ensure that its solicitations or advertisements for employment are
in compliance with the aforementioned nondiscrimination factors; and

3) It will cause the foregoing provisions to be inserted in all contracts for the
construction of the Improvements entered into after the Effective Date; provided, however, that
the foregoing provisions shall not apply to contracts or subcontracts for standard commercial
supplies or raw materials.

703  Affirmative Actlon in Employment and Contracting Procedures, Including
Utilization of Minority, Women, and Other Businesses.

Developer and Authority acknowledge and agree that it is the policy of Authority
to promote and ensure economic advancement of minorities and women as well as other
economically disadvantaged persons through employment and in the award of contracts and
subcontracts for construction in redevelopment project areas. Developer shall use commercially
reasonable efforts to employ or select employees, contractors and subcontractors possessing the
necessary skill, expertise, cost level and efficiency for the development of the Improvements.

(1)  Utilization of Minority-Owned, Women-Owned, and Other Businesses

(M/W/OBE).

(a) Developer shall use its best efforts to the greatest extent feasible to
seek out and award and require the award of contracts and subcontracts for development of the
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Project to contracting firms which are located or owned in substantial part by persons residing in
the Project Area, and to promote outreach to minority-owned, women-owned and other
businesses. This requirement applies to both the construction and operations phases of the
Project.

(b) This paragraph shall require the commercially reasonable efforts of
the Developer and its contractors, but shall not require the hiring of any person, unless such
person has the experience and ability and, where necessary, the appropriate trade union
affiliation, to qualify such person for the job.

2) Utilization of Project Area Residents. The Community Outreach Plan will
address the obligations of Developer regarding the use of residents in and around the Project
Area for the labor force for the construction of the Project.

3) Community Outreach Plan.

(a) Submission of Plan — By the time set forth in the Schedule of
Performance, Developer shall meet with the CRA’s Office of Contract Compliance to. hold a
preconstruction meeting. During the preconstruction meeting, Developer shall be provided with
the policies and procedures of the CRA regarding the MBE, WBE and OBE outreach efforts,
including the development of a Community Outreach Plan. Developer shall be provided samples
of Community Outreach Plans which have been approved by the CRA. By the time set forth in
the Schedule of Performance and prior to Commencement of Construction of each Phase,
Developer shall submit to the CRA Chief Executive Officer or his/her designee, for approval, the
Community Outreach Plan for the Project. The Community Outreach Plan shall set forth the
methods Developer will use to comply with this Section 703. Upon receipt of the Community
Outreach Plan, the CRA shall, within thirty (30) days, approve or disapprove the Community
Outreach Plan, or provide to Developer a statement of actions required to be taken in order for
the Community Outreach Plan to be approved. If the CRA fails to respond within such thirty
(30) day period, the Community Outreach Plan shall be deemed disapproved by the CRA.
Developer shall not Commence Construction of any Phase unless the Community Outreach Plan
has been approved by the CRA.

(b) Contents of the Community Outreach Plan - The Community
Outreach Plan shall include, at a minimum:

1. Estimated total dollar amount (by trade) of all contracts and
subcontracts to be let by Developer or its prime contractor for the Improvements;

2. List of all proposed M/W/OBEs that will be awarded a contract
by Developer or the prime contractor(s);

3. Estimated dollar value of all proposed M/W/OBE contracts;

4. Evidence of M/WBE Certification by the City of Los Angeles
of all firms listed as MBE or WBE in the Plan;
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Firms purporting to be M/WBE do not require M/WBE Certification if their contract
amount is less than $25,000. Any firm for which the contract amount exceeds $25,000 and
which is not certified by the City of Los Angeles may not be considered an MBE or WBE for
purposes of this Agreement.

5. Description of the actions to be taken to meet the project area
resident and business utilization objectives.

6. Such other information and documentation with respect to the
foregoing objectives as the CRA may reasonably deem necessary.

4) General Information.

(a) During the construction of the Improvements, Developer shall
provide to the CRA such information and documentation as reasonably requested by the CRA.

(b) Developer shall monitor and enforce the affirmative outreach and
equal opportunity requirements imposed by this Agreement. If Developer fails to monitor or
enforce these requirements, Authority may declare the Developer in default of this Agreement -
(subject to the notice and cure rights provided in this Agreement) and thereafter pursue any of
the remedies available under this Agreement. :

(©) As requested, Authority shall provide such technical assistance
necessary to implement this Section 703.

704  Intentionally Omitted.

705> Intentionally Omitted.

706  Living Wage; Contractor Responsibility Program; Service Contractor
Retention Policy. '

Unless approved for an exemption by Authority or the CRA, Developer agrees to
comply with the CRA’s Living Wage Policy, Contractor Responsibility Program, and Service -
Contractor Retention Policy attached hereto as Exhibit “O”. The CRA shall be responsible for
monitoring Developer's compliance with such policies. The Ground Leases and Operator
Ground Leases shall provide that the Operators thereunder are subject to the Living Wage
Policy, Contractor Responsibility Program and Service Contractor Retention Policy as described
herein unless approved for an exemption. :

707  Affordable Housing.

Subject to the provisions of Section 301(3)(c) above, Developer shall set aside
no fewer than twenty percent (20%) of the total number of housing units developed on the
Development Site for Affordable Housing Units. At least twenty percent (20%) of the total
number of housing units developed in Phase I shall be Affordable Housing Units. No less than
thirty-five percent (35%) of the Affordable Housing Units in Phase I shall be reserved for
occupancy by Extremely Low Income Households. The balance of the Affordable Housing
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Units in Phase I shall be reserved for occupancy by Sixty Percent Households. The balance of
the housing units may be made available at market rates. The Affordable Housing Units in
Phase IT and/or Phase III which are rental units shall be reserved for occupancy by Sixty Percent
Households and, in the Developer's sole discretion, by Very Low Income Households and/or
Extremely Low Income Households. The Affordable Housing Units in Phase IT and/or Phase III
which are condominium/ownership units shall be reserved for occupancy by Lower Income
Households and, in the Developer's sole discretion, by Sixty Percent Households, Very Low
Income Households and/or Extremely Low Income Households. The balance of the housing
units in each Phase which are not restricted as Affordable Housing Units may be made available
at market rates. In Phase I, the Affordable Housing Units do not have to be dispersed throughout
the Residential Component but instead may be rental units located on the lower floors of Tower
2 (the residential tower in Phase I that will include both market rate condominium units and
Affordable Housing Units, as described in the Scope of Development); provided, however, that
all market rate and Affordable Housing Units in Tower 2 must be accessed through the same -
front door, same parking elevator, same Parking Garage access, and common ground floor

- . building lobby, and have shared common use of all building common areas. In addition, the

Affordable Housing Units in Tower 2 must have the same number of bedrooms, proportlonately,
as the market rate condominium units in the same building. In order to assure the tenants in the
Affordable Housing Units in Tower 2 are provided with equal access to the building common
areas along with the owners of the condomlmum units in Tower 2 at all times, (i) Developer (or a
single purpose Affiliate of Developer or a transferee of Developer that has sufficient net worth,
liquidity and experience in owning similar projects, as reasonably determined by Authority) shall
retain ownership of the Affordable Housing Units in Tower 2, (ii) Developer (or the single
purpose Affiliate of Developer or a transferee of Developer that has sufficient net worth,

liquidity and experience in owning similar projects, as reasonably determined by Authority, to
which ownership of the Affordable Housing Units in Tower 2 is transferred) shall own all
common areas in Tower 2, subject to a reciprocal easement agreement approved by the Authority
permitting reciprocal use of and access to common areas, and (iii) Developer will cause the
recorded Condo CC&Rs for Tower 2, which shall be in a form reasonably acceptable to
Authority, to provide that Developer or such single purpose Affiliate of Developer or such
transferee of Developer that has sufficient net worth, liquidity and experience in owning similar
projects, as reasonably determined by Authority, as applicable, is a member of the condominium
association and will operate and maintain all such common areas for the benefit of all
condominium owners and all renters in Tower 2 in compliance with Section 803 hereof (which
provisions shall be incorporated into the Condo CC&RS). For each of Phase II and Phase III, the
Affordable Housing Units must be dispersed throughout the Residential Improvements and must
have at least the same number of bedrooms, proportionately, as the market rate units in the
Residential Improvements and with shared common access for all units in the Residential
Improvements.

All of the required Affordable Housing Units must be located on the Authority
Parcels, provided that Developer may, with the consent of CRA and the Authority, locate
- Affordable Housing Units on the Developer Parcel if applicable based on Section 201.
Developer shall satisfy the Affordable Housing Unit requirements for all Phases of the Project
solely with rental (as opposed to condominium/ownership) units unless the CRA and the
Authority consent otherwise (which consent may be withheld in their sole discretion) in advance
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of the effective date of a subsequent Phase Ground Lease. Any subsidy of condominium/

- ownership Affordable Housing Units is subject to the future approval of the CRA and the
Authority in their sole discretion. The Affordable Housing covenants will be recorded and
remain in effect for a minimum of 45 years for ownership units and 55 years for rental units from
the date of initial occupancy of the applicable Phase of the Project. If an Affordable Housing
Unit's rent is restricted by a regulatory agreement imposed by the federal Low Income Housing
Tax Credit program, the federal Low Income Housing Tax Credit rents shall apply for each
Extremely Low Income Unit, Very Low Income Unit and Sixty Percent Household Unit, as
applicable. If an Affordable Housing Unit is not subject to the Low Income Housing Tax Credit
program regulations, the Affordable Housing Unit shall be provided, maintained, and made
available to residents in a manner consistent with California Redevelopment Law. The total
number of residential units in each Phase of the Project may fluctuate within the established
minimum and maximum requirements set forth in the Scope of Development, so long as the
requirements of this Section 707 with respect to Affordable Housing Units are satisfied.

: So long as the Ground Lease for a pérticular Phase is in effect, neither
Developer nor its successors shall sell any Affordable Housing Units in such Phase as

condominium units.

708  Maintenance of Public Art.

Developer shall arrange for the ongoing maintenance of the public art in the
Project, which shall be publicly funded, and shall collaborate with a nonprofit public benefit
corporation anticipated to be formed to manage and maintain the public art and programs on the
Development Site. :

709 CRA Standard Requirements.

In addition to the policies set forth in this Article Article 7, Developer shall comply with
the CRA/LA Standard Requirements attached hereto as Exhibit “P” and incorporated herein by
this reference as though set forth in full addressing (a) Preferences for Displacees, (b) Contractor -
Responsibility Policy, (c) Equal Benefits Policy, (d) Management and Marketing Plan, and (e)
Affirmative Marketing Requirements; provided, however, that in the event of a conflict between
the CRA/LA Standard Requirements attached hereto as Exhibit “P” and this Agreement, this
Agreement shall control.

710 CRA Local Hiring Requirements: Developer Public Benefit Contribution.

(a) Developer shall comply with the CRA’s local hiring responsibilities of
construction employers on CRA assisted projects and local hiring responsibilities of permanent
employers on CRA assisted projects attached hereto as Exhibit “S”. Notwithstanding anything to
the contrary set forth in this Agreement, in the event of a default by Developer under Exhibit
“S”, the remedies set forth in Exhibit “S” shall apply and such a default shall not constitute a
default under this Agreement. Developer shall contribute a total of Five Hundred Thousand
Dollars ($500,000) to the CRA’s job training program as follows: One Hundred Thousand
Dollars ($100,000) shall be contributed six (6) months prior to the Commencement of
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Construction of Phase I and Four Hundred Thousand Dollars ($400,000) shall be contributed as
of the date of Commencement of Construction of Phase L

(b) Developer shall provide One Million Five Hundred Thousand Dollars
($1,500,000) to fund a revolving loan program to support predevelopment activities for the
development of permanent supportive housing for homeless persons or persons at risk of
homelessness. Prior to the Commencement of Construction of Phase I, Developer shall work in
good faith with the CRA, and community groups designated by the CRA, to finalize the
parameters of the revolving loan program. The revolving loan program shall provide for a term
of no less than ten (10) years. Following the repayment of the first three loans made by
Developer, Developer may reduce the total amount available to be loaned under the revolving
loan program to Seven Hundred Fifty Thousand Dollars ($750,000).

ARTICLES
USE OF THE PROJECT

801 Use Covenant and Permitted Uses.

Developer covenants and agrees for itself, its successors in interest, assigns and
transferees, that during construction of the Improvements and thereafter, Developer, its
successors in interest, assigns and transferees shall devote the Project to the uses specified in the
applicable Ground Lease, in accordance with the terms and conditions of the Redevelopment
Plan. So long as the uses comply with the applicable Ground Lease, such uses of the
Improvements may be changed over the term of the Ground Lease subject to the prior approval
‘of the Authority, CRA and County, which approval will not be unreasonably withheld. The
foregoing shall not limit the County’s rights under Section 213 (County Office Building).

802  Obligation to Refrain from Discrimination.

Developer covenants by and for itself and any successors in interest that there
shall be no discrimination against or segregation of any person or group of persons on daccount of
race, color, religion, creed, national origin, ancestry, sex, sexual preference/orientation, age,
marital status, domestic partner status, disability, medical condition, Acquired Immune
Deficiency Syndrome (AIDS) -acquired or perceived, or retaliation for having filed a
discrimination complaint (nondiscrimination factors) in the construction, sale, lease, sublease,
transfer, use, occupancy, tenure or enjoyment of the Development Site or the Project, nor shall
Developer itself or any person claiming under or through it establish or permit any such practice
or practices of discrimination or segregation with reference to the selection, location, number;
use or occupancy of tenants, lessees, subtenants, sublessees, vendees or employees in the
Development Site or the Project. The foregoing covenants shall run with the land and remain in
effect in perpetuity.

803 Form of Nondiscrimination and Nonsegregation Clauses.

All deeds, leases or other real property conveyance contracts entered into by
Developer on or after the date of execution of this Agreement as to any portion of the
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Development Site or the Project shall contain or be subject to substantially the following
language:

(1) In deeds or bills of sale: "Grantee herein covenants by and for itself; its
successors and assigns, that there shall be no discrimination against or segregation of any person
or a group of persons on account of race, color, religion, creed, national origin, ancestry, sex,
sexual preference/orientation, age, marital status, domestic partner status, disability, medical
condition, Acquired Immune Deficiency Syndrome (AIDS) — acquired or perceived, or
retaliation for having filed a discrimination complaint (nondiscrimination factors), in the sale,
lease, sublease, transfer, use, occupancy, tenure or enjoyment of the premises herein conveyed,
nor shall the grantee, or any person claiming under or through grantee, establish or permit any
such practice or practices of discrimination or segregation with reference to the selection,
location, number, use or occupancy of tenants, lessees, subtenants, sublessees, vendees or:
employees in the premises herein conveyed. The foregoing covenant shall run with the land and
remain in effect in perpetuity.”

2) In leases: "The lessee herein covenants by and for lessee and lessee’s
heirs, personal representatives, and assigns, and all persons claiming under or through lessee, and -
this lease is made subject to the following condition: that there shall be no discrimination against
or segregation of any person or group of persons on account of race, color, religion, creed,
national origin, ancestry, sex, sexual preference/orientation, age, marital status, domestic partner
status, disability, medical condition, Acquired Immune Deficiency Syndrome (AIDS) —
acquired or perceived, or retaliation for having filed a discrimination complaint
(nondiscrimination factors) in the leasing, subleasing, transferring, use, occupancy, tenure or
enjoyment of the premises herein leased, nor shall the lessee, or any person claiming under or
through lessee, establish or permit any such practice or practices of discrimination or segregation
with reference to the selection, location, number, use or occupancy of tenants, lessees,
subtenants, sublessees, vendees or employees in the premises herein leased.”

3) In contracts: "There shall be no discrimination against or segregation of
any person or group of persons on account of race, color, religion, creed; national origin, -
ancesfry, sex, sexual preference/orientation, age, marital status, domestic partner status,
disability, medical condition, Acquired Immune Deficiency Syndrome (AIDS) — acquired or
perceived, or retaliation for having filed a discrimination complaint (nondiscrimination factors),
in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the property, nor
shall the transferee, or any person claiming under or through transferee, establish or permit any
such practice or practices of discrimination or segregation with reference to the selection,
location, number, use or occupancy of tenants, lessees, subtenants, sublessees, vendees or
employees of the property."

ARTICLE 9
TRANSFER RESTRICTIONS

901 Rationale.

Developer represents that it is entering into this Agreement for the purposes of the
redevelopment of the Development Site in accordance herewith and not for speculation in land
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holding. Developer further recognizes that, in view of the importance of the redevelopment of
the Development Site to the general welfare of the community, the qualifications and identity of
Developer, and its respective principals and personnel, are of particular concern to Authority.
Among such qualifications are the financial resources of Related and CUIP and the reputation
and experience of Related and its principals and personnel in the development of world class
projects. It is because of such qualifications and identity that Authority is entering into this
Agreement. Therefore, no voluntary or involuntary successor-in-interest of Developer shall
acquire any rights or powers under this Agreement or in the Development Site except as
specifically set forth herein.

902 Prohibition on Tralisfers.

(D) Prior to the issuance of a Certificate of Completion for the Improvements
in each Phase of the Project and except as specifically permitted herein, Developer shall not
cause or permit any sale, transfer, conveyance, assignment, lease, sublease, hypothecation,
Mortgage or pledge (each of the foregoing being referred to in this Agreement as a "Transfer")
of the Improvements in such Phase or of the Parcels or Components in such Phase or any interest
therein, or of any interest in this Agreement or the applicable Ground Lease, or of any ownership
interest in Developer relating to such Phase, without the prior written consent of Authority,
which consent may be granted or withheld in Authority’s sole discretion. Developer
acknowledges that the consent to a Transfer by Authority shall be subject to Authority obtaining
the prior consent to such Transfer by the County and the CRA as to the Parcels owned by each.

2) Once Authority issues a Certlﬁcate of Completion for a Phase (or if
Authority issues a partial Certificate of Completion as to a Component of a Phase prior to issuing
a Certificate of Completion as to-the Phase), then this Agreement shall no longer govern
Transfers of such Phase (or of such Component) or of any interest therein, or of the applicable
Ground Lease (or applicable Operator Ground Lease for such Component), in which case any
such Transfer must comply only with the terms of the applicable Ground Lease (or apphcable
Operator Ground Lease).

3) The term “Transfer” shall include (i) with respect to a partnership, the
withdrawal or change, voluntary, involuntary or by operation of law, of twenty-five percent
(25%) or more of the partners, or transfer of twenty-five percent or more of partnership interests,
within a twelve (12)-month period, or the dissolution of the partnership without immediate
reconstitution thereof, and (ii) with respect to a closely held corporation (i.e., whose stock is not
publicly held and not traded through an exchange or over the counter), (A) the dissolution,
merger, consolidation or other reorganization of such corporation or, (B) the sale or other
transfer of more than an aggregate of twenty-five percent (25%) of the voting shares of the
corporation (including to immediate family members by reason of gift or death) within a twelve
(12)-month period, or (C) the sale, mortgage, hypothecation or pledge of more than an aggregate
of twenty-five percent (25%) of the value of the unencumbered assets of the corporation within a
twelve (12)-month period. The term “Transfer” shall also include a change in control (“control”
is defined in Section 110 above) of the subject entity.

4 Developer shall not Transfer any direct or indirect interest in the
Developer Parcel unless such Transfer is concurrent with a permitted transfer of the Phase III
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Parcel. The Phase IIT Ground Lease shall provide that at all times the Phase ITI Parcel and the
Developer Parcel (if acquired by Developer) are and shall be held by one owner and that any
improvements in Phase III will be constructed, operated, owned and maintained at all times by
one owner and shall not be separately conveyed or subdivided without the prior written consent
of Authority. If requested by Authority, Developer shall record a covenant to hold the Phase III
Ground Lease and the Developer Parcel in the same ownership, creating a lot tie between the
Developer Parcel and the Phase III Parcel. Developer and Authority shall cooperate with each -
other to permit the recordation of an airspace subdivision map on Parcel W-2 and the Developer
Parcel (if acquired by Developer) in order to create condominium interests in the Residential
Improvements that may affect both the Developer Parcel and Parcel W-2.

903  Permitted Transfers.

Notwithstanding Section 902, the following Transfers shall be permitted without
Authority's consent on the terms and conditions hereafter set forth: :

(D) Space Leases in the Ordinary Course of Business. The leasing of space
within the Development Site to Tenants in the ordinary course of business. Long term ground -
leases or other leases or contracts which in effect serve to Transfer to the transferee Developer's -
economic interest in the Development Site or a substantial portion thereof shall not be deemed to
be "in the ordinary course of business"; -

2) Condominium Sales. The creation and sale of residential airspace
condominium units in the Residential Improvements;

3) Loans from Institutional Lenders. The granting of a first priority
Mortgage to an Institutional Lender to secure construction or permanent financing for a Phase
and any refinancing thereof. All other Mortgages shall be subject to approval in accordance with
Section 905; . :

4) Transfer of Phase I Parking Garage. Developer shall have the right to
Transfer the Phase I Parking Garage to an Affiliate of Developer in connection with obtaining
bond financing for the construction of the Parking Garage, provided that Developer shall remain
liable under this Agreement for the completion of the construction of the Parking Garage; and

5) Assignment to Affiliates. Developer shall have the right to assign its
rights and obligations hereunder with respect to each of Phases II and III to separate Affiliates of
Developer to act as the developers of Phase II and Phase III, respectively, so long as each such
Affiliate complies with all of the obligations of Developer under this Agreement and each of the
representations, warranties and covenants of the Developer in Section 1501 hereof apply equally
to such Affiliate entity. It is the intent of Authority to permit Developer’s members to form
entities parallel to the Developer to act as the developers of each subsequent Phase, but without
reducing the credit, changing the Related Key Personnel, or changing the management and
control mechanisms of the Developer that are required hereunder for each of the Phases of the
Project.

Except as specifically provided herein, without the specific written agreement of
Authority, no Transfer permitted hereunder or approved by Authority shall operate to release or
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excuse Developer from any obligations or liability under or in connection with this Agreement or
any other Project Document.

904  Transfer Procedures.

At least sixty (60) days prior to any proposed Transfer pursuant to this Article 9,
Developer shall furnish Authority with (i) a written notice of such proposed Transfer, (ii) such
evidence as Authority may request in its commercially reasonable discretion demonstrating that
the proposed Transfer and transferee satisfy the criteria set forth herein applicable to such
Transfer and transferee (including certified financial statements and other information
concerning the proposed transferee or joint venture partner and, in the case of a Transfer to a
qualified joint venture, a copy of the proposed joint venture agreement, provided that truly
confidential information in such joint venture agreement that is not required by the Authority, the
CRA or the County in order to make an informed decision about such transferee may be
redacted), and (ii1) a copy of a proposed assignment or transfer document reasonably satisfactory
to Authority pursuant to which the transferee assumes, for the benefit of Authority, the
obligations of Developer arising from and after the date of Transfer applicable to the interest
transferred, including the obligations of Developer under this Agreement and the Project
Documents. Authority's approval over any. such Transfer shall verify that the proposed Transfer
and transferee satisfy the applicable requirements set forth herein and its approval of the
proposed assignment and assumption instrument to be entered into by the transferee. No
Transfer by Developer shall release Developer from its obligations under the CAM Agreement
with respect to the operation and maintenance of the Project common areas and exterior of the
Improvements, other than an assignment of the CAM Agreement by Developer to an Operator in
compliance with Section 206 above. Whether or not the Authority consents to any proposed
Transfer, Developer shall pay the Authority’s review and processing fees, as well as any
reasonable legal fees incurred by the Authority, within thirty (30) days after written request by
the Authority.

905 Proposed Mortgages.

With respect to a Transfer that is a Mortgage, Section 904 above shall be
inapplicable and the provisions of this Section 905 shall apply instead. Developer shall provide
the Authority with copies of proposed loan documents for construction loans and permanent
loans at least 15 days prior to Developer’s desired loan closing date. Authority shall have the
right to approve any loan from a non-Institutional Lender or that is secured by a Mortgage that is
not a first priority lien on the applicable Parcel, such approval not to be unreasonably withheld,
provided that such approval shall be limited to (i) confirming that the total loan to value ratio
does not exceed eighty-five percent (85%) (including debt secured by pledges of equity interests
in Developer), (i1) reasonably approving any rights of the lender to seek to replace Developer or
replace Related as the Administrative Member, and (iii) approving any rights and obligations
Authority may have under such loan documents. Developer shall pay Authority’s review and
processing fees, as well as any reasonable legal fees incurred by Authority with respect to review
of such loan documents, within thirty (30) days after written request by Authority. .

906 Transfers of Interests in Developer: Replécement of Related Kev Personnel.
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1) Developer’s Operating Agreement. Developer acknowledges that
Authority has relied on the Developer’s Limited Liability Company Operating Agreement dated
September 12, 2005 (“Developer’s Operating Agreement”) and on the management structure
of Developer previously provided to Authority by Developer, in entering into this Agreement.
Throughout the term of each Ground Lease (until Developer’s interest under such Ground Lease
has been assigned as provided for therein), Developer’s Operating Agreement shall provide,
unless consented to in writing by Authority (which consent may be withheld in Authority’s sole
discretion) that: (i) CUIP’s consent is required to any proposed Transfer by Related of its
interest in Developer, (ii) any direct or indirect Transfer of Related’s interest in Developer that is
approved by Authority under Section 904 will also require Authority’s prior approval of a
replacement developer and replacement Related Key Personnel, in Authority’s sole discretion
(subject to the provisions discussed below governing the removal of Related as the
Administrative Member of Developer under certain specified limited circumstances), (iii) a
transfer of CUIP’s interest in Developer will not be a default under the Developer’s Operating
- Agreement so long as such Transfer is approved by Authority, and notwithstanding Section 902,
Authority shall not unreasonably withhold its approval of a Transfer of CUIP’s interest in
Developer if the replacement Member has a net worth and liquidity reasonably adequate to
permit such Member to contribute its share of the capital required for the development of the
Project (including the ability to honor any notes or guaranties that were given by CUIP as part of -
the required minimum capitalization of Developer), (iv) the prohibition on Transfers of i 1nterests
in Developer shall not restrict transfers of interests in CUIP, (v) Related shall be the
Administrative Member of Developer at all times, except as permitted below, with day to day
control over the development and construction of the Project, (vi) Major Decisions, as defined in
Developer’s Operating Agreement, are subject to the joint approval of CUIP and Related (such
Major Decisions include sale or refinancing of the Project, modifications or termination of the
Ground Leases or this Agreement or any amendmentsthereto, and similar material matters), (vi1)
William Witte, Stephen M. Ross and Kenneth A. Himmel (collectively, the “Related Key
Personnel”) will continue to be the executives in charge of the Project for Developer with a
substantial financial interest in the Project, unless and until the Authority approves a change in
any such Related Key Personnel in its sole discretion, and (viii) the Related Key Personnel must
devote significant time and commitment to the Project..

(2) Removal of Related as Administrative Member. It is of critical
importance to Authority that Related be in control of the development of the Project through the
completion of the Project. However, the Authority recognizes that under certain circumstances it
may be necessary for CUIP to remove Related as the Administrative Member of the Developer
and/or to terminate Related’s membership interest in Developer prior to the full completion of
the Project. The only events that will permit such removal of Related as Administrative Member
or as a member of Developer prior to full completion of the Project, without the consent of
Authority, are:

(a) Gross negligence, fraud, willful misconduct or a material
misrepresentation by Related in respect of Developer’s Operating Agreement or the Project;

(b) Any of the Related Key Personnel is indicted for a crime that
constitutes a felony, unless such individual is immediately removed from the Project and any

[djh:djh/124972_20.DOC/1/25/07/4282.001] -87-



responsibilities in respect of the Project and this Agreement, and such individual is replaced with
a person acceptable to CUIP and the Authority within fifteen (15) days after such indictment;

() A Bankruptcy/Dissolution Event occurs as to Related or Related
Grand Avenue, L.L.C. (or any other Related entity that is a member in Developer);

(d  Related’s interest in the profits of Developer is reduced (or deemed
reduced by the terms of Developer’s Operating Agreement) to less than twenty-five percent
(25%) due to Related’s failure to contribute required capital contributions to Developer.
Developer represents to Authority that if a Member fails to contribute required capital there is a
squeeze down of such member’s interest in the profits of Léssee as provided in Section 3.3(b) of
Developer’s Operating Agreement, which is attached hereto as Schedule 906; or

(e) The occurrence of any breach or default by or of Developer under
any Mortgage (or any other loan documents governing, evidencing or securing the loan thatis
secured pursuant to any such Mortgage, this Agreement or the applicable Ground Lease) as the
result of any act or omission of Related or its direct or indirect constituents or their employees
(but only if Developer has provided Related with the resources and authority necessary to avoid
such breach or default), which breach or default may, with the giving of notice or passage of
time, provide the Mortgagee or Owner with the right to accelerate the loan secured by the
Mortgage or commence foreclosure proceedings involving any of Developer’s assets or
terminate this Agreement or the applicable Ground Lease.

If Related is removed as an Administrative Member of Developer for any of the
foregoing reasons, (i) CUIP shall promptly present to Authority a proposed substitute developer
to replace Related as the Administrative Member, and (ii) pending the approval of such
substitute developer by Authority, CUIP will have the temporary authority to take steps on
behalf of Developer to continue, protect and preserve the Project. Such substitute developer
must have at least ten (10) years of experience in the development and operation of high rise,
first class, mixed use projects, a net worth of at least $250,000,0000, and have no record of
litigation involving the Authority, the County, the City or the CRA (“Qualified Developer”). If
CUIP presents a Qualified Developer to Authority, Authority will determine, within thirty (30)
days after such submission, if such proposed developer is acceptable to Authority, such consent
not to be unreasonably withheld. If Authority disapproves a proposed developer, CUIP will use
its commercially reasonable efforts to find and present to Authority other Qualified Developers
until Authority approves a Qualified Developer. Until Authority approves a Qualified
Developer, CUIP may continue the Project in accordance with the terms of this Agreement and
the applicable Ground Lease, and the removal of Related will not constitute a default hereunder,
so long as Developer is not in default of any other terms or provisions of this Agreement.

The provisions of this Article 9 relating to CUIP are personal as to CUIP and may
not be exercised by any successor thereto without the approval of Authority.

- ARTICLE 10
HAZARDOUS MATERIALS

1001 Notice to Authority.
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Developer shall immediately notify Authority in writing during the term of the
Ground Leases of: (a) the discovery of any concentration or amount of Hazardous Materials on
or under the Development Site requiring notice to be given to any governmental entity or
Authority under all applicable environmental and health and safety laws, regulations, ordinances,
administrative decisions, common law decisions (whether federal, state, or local) with respect to
Hazardous Materials, including those relating to soil and groundwater conditions ("Hazardous
Materials Laws"); (b) any knowledge by Developer (after verification of the veracity of such
knowledge to Developer's reasonable satisfaction) that the Development Site does not comply
with any Hazardous Materials Laws; (c) the receipt by Developer of written notice of any
Hazardous Materials claims; and (d) the discovery by Developer of any occurrence or condition
on the Development Site or on any real property located within 2,000 feet of the Development
Site that could cause the Development Site or any part thereof to be designated as a "hazardous
waste property" or as a "border zone property” under California Health and Safety Code Sections. -
25220, et seq., or regulations adopted therewith. ' '

1002 Use and Operation of Site.

Developer shall not use the Development Site or allow the Development Site to
be used for the generation, manufacture, storage, disposal, or Release of Hazardous Materials in
violation of Hazardous Materials Laws. Developer shall use commercially reasonable efforts to
ensure that no agent, employee, or contractor of Developer, nor any authorized user of the
Development Site, uses the Development Site or allows the Development Site to be used for the
generation, manufacture, storage, disposal or Release of Hazardous Materials in violation of
Hazardous Materials Laws. Developer’s agreements and contracts with such third parties shall
include covenants for compliance by such third parties with the aforementioned environmental
covenants. Developer shall comply and cause the Development Site to comply with Hazardous
Materials Laws. The storage and use, in customary amounts, of normal cleaning supplies and
other items that are generally used in connection with the construction of improvements similar
to the Project shall be permitted so long as such materials are used and stored in accordance with
Hazardous Materials Laws.

1003 Remedial Actions.

If Developer has actual knowledge of the presence of any Hazardous Materials on
or under the Development Site that are in violation of Hazardous Materials Laws, Developer
shall immediately take or cause its tenant to immediately take, at no cost or expense to Authority,
all handling, treatment, removal, storage, decontamination, cleanup, transport, disposal or other
remedial action, if any, required by any Hazardous Materials Laws or by any orders or
regulations of any governmental entity or agency or any judgment, consent decree, settlement or
compromise with respect to any Hazardous Materials claims. The foregoing, however, shall be
subject to Developer's right of contest below.

1004 Right of Contest.

Developer may contest in good faith any claim, demand, levy or assessment under
Hazardous Materials Laws if: (a) the contest is based on a material question of law or fact raised
by Developer in good faith, (b) Developer promptly commences and thereafter diligently pursues
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the contest, (c) the contest will not materially impair the taking of any remedial action with
respect to such claim, demand, levy or assessment, and (d) if requested by Authority or lender,
Developer deposits with Authority or lender any funds or other forms of assurance Authority in
good faith from time to time determines appropriate to protect Authority from the consequences
of the contest being unsuccessful and any remedial action then reasonably necessary. No Event
of Default shall be deemed to exist with respect to any claim, demand, levy or attachment being
contested by Developer under the conditions of this Section.

1005 Environmental Indemnity.

Developer shall defend, indemnify, and hold Authority Indemnified Parties free
and harmless against any claims, demands, administrative actions, litigation, liabilities, losses,
damages, response costs, and penalties, including all costs of legal proceedings and attorney's-
fees, that Authority Indemnified Parties may directly or indirectly sustain or suffer as a
consequence of any inaccuracy or breach of any Developer representation, warranty, agreement,
or covenant contained in this Agreement with respect to Hazardous Materials, or as a
consequence of any use, generation, manufacture, storage, Release, or disposal (whether or not
Developer knew of same) of any Hazardous Materials occurring during Developer's use or
occupancy of the Development Site, provided that the terms of the foregoing indemnity shall not
apply, with respect to each Phase, to conditions thereon that existed prior to Developer’s
execution of the Ground Lease for such Phase, nor shall the terms of the foregoing indemnity
apply to matters caused by the Authority Indemnified Parties. The provisions of this Section
1005 shall not bind or be applicable to any lender or to any purchaser at any judicial or non-
judicial foreclosure sale or deed-in-lieu thereof or to the first successor or assign thereof.

ARTICLE 11
CASUALTY AND RESTORATION

1101 Restoration.

Each Ground Lease shall govern the disposition of Proceeds and the obligations to
rebuild the Improvements in such Phase following any damage or destruction thereof.

1102 .Rights of Mortgagees.

Each Ground Lease shall govern the rights of any Mortgagee with respect to any
Proceeds or the repair of damage or destruction of the Improvements in such Phase.

ARTICLE 12
CONDEMNATION

1201 , Distribution of Proceeds and Restoration.

Each Ground Lease shall govern the disposition of Proceeds and restoration
obligations in the event any portion of the Improvements shall be taken by Condemnation.

1202 Rights of Mortgagees.
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Each Ground Lease shall govern the rights of any Mortgagee with respect to any
Proceeds or the restoration of the Improvements in such Phase following a Condemnation.

ARTICLE 13
DEFAULTS, REMEDIES & TERMINATION

1301 Defaults.

A failure by either party to perform any term or provision of this Agreement to be
performed by it, or a delay in such performance, shall constitute an “Event of Default” under
this Agreement. The party who so fails or delays must immediately commence to cure, correct
or remedy such failure or delay and must complete such cure, correction or remedy as soon as
reasonably possible thereafter. During any applicable "Cure Period" (as defined below), such
party shall not be deemed to be in default under this Agreement so long as it is diligently
proceeding to cure, correct or remedy the failure or delay. The occurrence of a
Bankruptcy/Dissolution Event with respect to either party shall constitute an Event of Default by
such party under this Agreement and there shall be no Cure Period applicable thereto.

1302 Notice of Default.

. Except for Events of Default as to which there is no Cure Period, the non-
defaulting party shall give written notice of default to the other party specifying the default
complamed of ("Notice of Default"). Failure or delay in giving such notice shall not constitute a
waiver of any default nor shall it change the time of default.

Except as otherwise expressly provided in this Agreement, any failure or delay by
either party in asserting any of its rights or remedies as to any default shall not operate as a
waiver of any default or of any such rights or remedies or deprive such party of its right to
- institute and maintain any actions or proceedings which it may deem necessary to protect assert
or enforce any such rights or remedies.

1303 Time to Cure.

Upon the receipt of a Notice of Default, the party that has failed to perform its
obligations shall have ten (10) business days to cure such failure if it is a failure to pay a sum of
money, and thirty (30) days to cure such failure if it is a failure to perform any other provision
hereof (such 10-business day or 30-day period being referred to herein as the "Cure Period™).
Notwithstanding the foregoing, if a non-monetary default is not reasonably susceptible of cure
within the aforesaid thirty (30) day period then, provided that the party in default shall
commence to cure such default upon receipt of the Notice of Default and shall continue at all
times to diligently pursue such cure to completion, the Cure Period shall be extended by the
amount of time reasonably necessary to cure such default.

1304 Institution of Legal Actions.

In addition to any other rights or remedies, either party may institute legal action
to cure, correct or remedy any default, institute an action for specific performance or recover
damages for any default, or to obtain any other remedy consistent with the purpose of this
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Agreement. Such legal actions must be instituted in the Superior Court of the County of Los
Angeles, State of California or in the appropriate Federal District Court in the State of California.

1305 Applicable Law.

The laws of the State of California shall govern the interpretation and
enforcement of this Agreement.

1306 Acceptance of Service of Process.

In the event that any legal action is commenced by Developer against Authonty,
service of process on Authority shall be made by personal service upon Authority or in such
other manner as may be provided by law and shall be valid whether made within or without the
State of California. Any authorized agent for service of process may accept service of process
for Authonty

In the event that any legal actlon 1s commenced by Authority against Developer
service of process on Developer shall be made by personal service upon Developer or in such
other manner as may be provided by law and shall be valid whether made within or without the
State of California. Any authorized agent for service of process may accept service of process
for Developer.

1307 Rights and Remedies are Cumulative.

Except as otherwise expressly stated in this Agreement, the rights and remedies of
the parties are cumulative, and the exercise by any party of one or more of such rights or
remedies shall not preclude the exercise by it, at the same time or different times, of any other
rights or remedies for the same default or any other default by the other party.

1308 General Damages.

Except where this Agreement expressly provides to a party sole and exclusive
remedies for a particular default under this Agreement, each party shall be liable to the other
party for all damages, other than consequential or special damages, proximately caused by such
party's default under this Agreement and failure to cure such default as provided in this Article
13 or other more specific provision of this Agreement.

1309 Rights and Remedies Not Exclusive.

Unless otherwise expressly provided to the contrary herein or prohibited by law,
the rights and remedies of Authority and Developer tnder this Agreement are nonexclusive and
all remedies hereunder may be exercised individually or cumulatively. In addition to those
remedies expressly granted herein, the parties shall also have the right to seek all other available
legal and equitable remedies.

1310 Withholding Conveyance as a Remedy for Failure to Develop the
Development Site.
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In the event Developer fails to develop the Development Site, or any of the
Parcels, in accordance with the terms of this Agreement, including the Scope of Development
and Schedule of Performance, and fails to correct such failure or pursue correction of such
failure to completion, then Authority shall have the right to delay and/or withhold conveyance
permanently of any Parcels Authority is otherwise obligated to convey in accordance with the
Schedule of Performance.

1311 Lien-Free Completion.

Each Ground Lease shall provide that Developer shall not suffer or permit any
lien of mechanics or material men or others to be placed against the portion of the Development
Site subject to such Ground Lease or Developer’s ground-leasehold estate, or any portion
thereof, with respect to work or services claimed to have been performed for or materials
claimed to have been furnished to Developer or the portion of the Development Site subject to
such Ground Lease, and, in case of any such lien attaching or notice of any lien, Developer
covenants and agrees to cause it to be released and removed of record within ten (10) business
days after Developer receives notice of such lien, except that Developer shall have the right to
contest any such lien so long as Developer posts a bond removing such lien from title in the
amount required by law within such ten (10) business day period.

1312 Option to Terminate Ground L.ease, Reenter, and Repossess.

Authority shall have the right, at its option, to terminate a Ground Lease, and
reenter and take possession of the portion of the Development Site leased under such Ground
Lease with all improvements thereon, if prior to the issuance of the Certificate of Completion for
- the Improvements on such portion of the Development Site, Developer shall:

(1)  Fail to proceed with the construction of the Improvements on any
- applicable Parcel as required by this Agreement for a period of three (3) months after written
notice thereof from Authority, subject to force majeure delay pursuant to Section 1604;

(2) Abandon or substantially suspend construction of the Improvements on
such portion of the Development Site for a period of three (3) months after written notice of such
abandonment or suspension from Authority;

(3)  Transfer or suffer any involuntary Transfer of any portion of the
Development Site subject to such Ground Lease in violation of this Agreement or the Ground
Lease; or

“4) Fail to complete the Improvements on the portion of the Development Site
subject to such Ground Lease and obtain a Certificate of Completion therefor within two (2)
years of the deadline therefor set forth on the Schedule of Performance, subject to force majeure
delay pursuant to Section 1604.

Each of Ttems (1) — (4) above is referred to herein as a “Terminating Event”.
Notwithstanding the foregoing, Authority’s right to terminate a Ground Lease, reenter and
repossess shall apply only to that Component of the Improvements with respect to which a
Terminating Event has occurred (so if, for example, a Terminating Event occurs with respect to
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the Hotel Improvements under the Phase I Ground Lease, the Authority may terminate the Phase
I Ground Lease only with respect to the Hotel Improvements, and may only reenter and take
possession of that portion of Phase I constituting the Hotel Improvements). After the occurrence
of a Terminating Event, the Authority shall give Developer a notice stating that a Terminating
Event has occurred and 1s continuing and providing that if Developer does not cure such
Terminating Event within sixty (60) days, subject to force majeure delays in accordance with
Section 1604 the Authority will exercise its rights under this Section 1312.

Authority’s rights under this Section 1312 to terminate a Ground Lease shall
terminate as to each Component of a Phase when a Certificate of Completion is issued as to such
Component. Authority’s right to terminate a Ground Lease, reenter, and repossess the
Development Site, to the extent provided in this Agreement, shall be subordinate and subject to
and be limited by and shall not defeat, render invalid, or limit:

(a) Any Mortgage permitted by this Agreement or such Ground Lease; or

(b) Any rights or interests provided in this Agreement or such Ground Lease
for the protectlon of the holder of such Mortgages :

Upon termination of a Ground Lease of a portion of the Development Site as
provided in this Section 1312, Authority shall, pursuant to its responsibilities under state law, use
its best efforts to ground lease the Development Site as soon as possible, in a commercially
reasonable manner and consistent with the objectives of such law and of the Redevelopment
Plan, to a qualified and responsible party or parties (as determined by Authority) who will
assume the obligation of making or completing such Improvements as are acceptable to
Authority, CRA and County in accordance with the uses specified in this Agreement for the
Parcels and in a manner satisfactory to Authority. Upon a ground lease of such Parcel, the
proceeds:shall be applied as follows:

(a) First, to reimburse Authority; CRA and County for all costs and
expenses incurred by them, including but not limited to salaries of personnel and legal fees
incurred in connection with the recapture, management and sale or ground lease of the
Development Site (but less any net income derived by the Authority from any part of the
Development Site in connection with such management); all taxes, installments of assessments
payable prior to sale or ground lease, and water and sewer charges with respect to the
Development Site; any payments made or necessary to be made to discharge any encumbrances
or liens existing on the Development Site at the time of termination of the Ground Lease, or to
discharge or prevent from attaching or being made any subsequent encumbrances or liens due to
obligations, defaults or acts of the Developer, its successors or assigns; expenditures made or
obligations incurred with respect to making or completion of the Improvements on the
Development Site or any part thereof; and any amounts otherwise owing to Authority, CRA or
County by Developer, or its successors or assigns;

(b) Second, to reimburse Developer, its successors or assigns, up to
the amount equal to the fair market value of the Improvements Developer placed on the
Development Site (but not to exceed all fees, costs and expenses incurred by Developer in
connection with the transactions contemplated under this Agreement (including the design and
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construction of the Improvements)), less any gains or income withdrawn or made by the
Developer from the Development Site or the Improvements thereon. Notwithstanding the
foregoing, the amount calculated pursuant to this subsection (b) shall not exceed the fair market
value of the Improvements on the Development Site as of the date of the default or failure which
gave rise to Authority’s right to terminate the Ground Lease; and

(©) Third, any balance remaining after such reimbursements shall be
retained by Authority as its property.

The rights established by this Section 1312 shall be interpreted in light of the fact that Authority
is ground leasing the Development Site to. Developer for development and not for speculation.

ARTICLE 14
MORTGAGEE PROTECTIONS

1401 Encumbrance of Developer's Interest.

Subj ect to the applicable consent rights of the Authority pursuant to Article 9,
Developer shall have the right to encumber Developet's right, title and interest in, to and under
this Agreement, any Ground Lease, and the Development Site pursuant to one or more

. Mortgages, provided that-any such Mortgage shall not encumber the fee simple title of any of the = - .

Authority Parcels comprising the Development Site, and provided further that the loan

- documents executed in connection with such Mortgage shall provide that Authority shall have
the right to receive notices of default by Developer thereunder and reasonable additional time to
cure any such defaults by Developer. Developer may encumber fee simple title to the Developer
Parcel pursuant to one or more Mortgages; provided that any such Mortgage shall expressly
provide that any exercise of remedies thereunder shall be subject and subordinate to Authority’s
rights hereunder and under the Phase III Ground Lease to take possession of all Improvements

- constituting Phase III as a single unified set of improvements following a default by Developer
hereunder or thereunder and to transfer, sell or convey such Improvements to a third party free
and clear of any interests of such Mortgage holder on the Developer Parcel.

1402 Mortgagee Protections.

Provided that any Mortgagee provides Authority with a conformed copy of each
Mortgage that contains the name and address of such Mortgagee, Authority hereby covenants
and agrees to faithfully perform and comply with the following provisions with respect to such
Mortgage:

(@ No Termination. No action by Developer or Authority to cancel,
surrender, or materially modify the terms of this Agreement or the provisions of this Article 14
shall be binding upon a Mortgagee without its prior written consent unless the Mortgagee shall
have failed to cure a default within the time frames set forth in this Article 14.

(b) Notices. If Authority shall give any Notice of Default to
Developer hereunder, Authority shall simultaneously give a copy of such Notice of Default to
the Mortgagee at the address theretofore designated by it. No Notice of Default given by
Authority to Developer shall be binding upon or affect said Mortgagee unless a copy of said
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Notice of Default shall be given to Mortgagee pursuant to this Article 14. In the case of an
assignment of such Mortgage or change in address of such Mortgagee, said assignee or
Mortgagee, by written notice to Authority, may change the address to which such copies of
Notices of Default are to be sent. Authority shall not be bound to recognize any assignment of
such Mortgage unless and until Authority shall be given written notice thereof, a copy of the
executed assignment, and the name and address of the assignee. Thereafter, such assignee shall
be deemed to be the Mortgagee hereunder with respect to the Mortgage being assigned. If such
Mortgage is held by more than one person, corporation or other entity, no provision of this
Agreement requiring Authority to give Notices of Default or copies thereof to said Mortgagee
shall be binding upon Authority unless and until all of said holders shall designate in writing one
of their number to receive all such Notices of Default and copies thereof and shall have glven to
Authority an original executed counterpart of such designation.

(c) Performance of Covenants. The Mortgagee shall have the right to
perform any term, covenant or condition and to remedy any default by Developer hereunder .
within the time periods specified herein, and Authority shall accept such performance with the
same force and effect as if furnished by Developer; provided, however, that said Mortgagee shall
not thereby or hereby be subrogated to the rights of Authority. Notwithstanding the foregoing,
nothing herein shall be deemed to permit or authorize such Mortgagee to undertake or continue
the construction or completion of the Improvements without first having expressly assumed
Developer’s obligations to Authority or its designee by written agreement satisfactory to
Authority.

(d) Default by Developer. In the event of a default by Developer,
Authority agrees not to terminate this Agreement (1) unless and until Developer’s notice and
cure periods have expired and Authority thereafter provides written notice of such default to any
Mortgagee and such Mortgagee shall have failed to cure such Event of Default within thirty (30)
days of delivery of such notice, and (2) as long as:

@) In the case of a default which cannot practicably be cured
by the Mortgagee without taking possession of the Project, said Mortgagee shall proceed
diligently to obtain possession of the Project as Mortgagee (including possession by receiver)
and, upon obtaining such possession, shall proceed diligently to cure such default; and

(i)  Inthe case of a default which is not susceptible to being
cured by the Mortgagee, the Mortgagee shall institute foreclosure proceedings and diligently
prosecute the same to completion (unless in the meantime it shall acquire Developer's right, title
and interest hereunder, either in its own name or through a nominee, by assignment in lieu of
foreclosure) and upon such completion of acquisition or foreclosure such default shall be deemed
to have been cured.

The Mortgagee shall not be required to obtain possession or to continue in
possession as Mortgagee of the Project pursuant to Subsection (i) above, or to continue to
prosecute foreclosure proceedings pursuant to Subsection (ii) above, if and when such default
shall be cured. ‘Nothing herein shall preclude Authority from exercising any of its rights or
remedies with respect to any other default by Developer during any period of such forbearance,
but in such event the Mortgagee shall have all of its rights provided for herein. If the Mortgagee,
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its nominee, or a purchaser in a foreclosure sale, shall acquire title to Developer's right, title and
interest hereunder and shall cure all defaults which are susceptible of being cured by the
Mortgagee or by said purchaser, as the case may be, then prior defaults which are not susceptible
to being cured by the Mortgagee or by said purchaser shall no longer be deemed defaults
hereunder. References herein to defaults which are "not susceptible of being cured" by a
Mortgagee or purchaser (or similar language) shall not be deemed to refer to any default which
the Mortgagee or purchaser is not able to cure because of the cost or difficulty of curing such
default, but rather shall be deemed to refer only to defaults specifically relating to the identity of
Developer which by their nature can be cured only by Developer (such as Developer bankruptcy
or a change in control of Developer).

(e) Foreclosure. Foreclosure of any Mortgage, or any sale thereunder,
whether by judicial proceedings or by virtue of any power contained in a Mortgage, or any
conveyance of the Improvements from Developer to a Mortgagee or its designee who meets the
financial requirements of a Mortgagee through, or in lieu of, foreclosure or other appropriate
proceedings in the nature thereof, shall not require the consent of Authority or constitute a breach
of any provision of or a default under this Agreement, and upon such foreclosure, sale or
conveyance Authority shall recognize the purchaser or other transfereé in connection therewith

--as Developer hereunder provided that such purchaser or transferee assumes each and all of the

- obligations of Developer hereunder pursuant to an assumption agreement satisfactory to
Authority. If any Mortgagee shall acquire Developer's right, title and interest hereunder as a
result of a judicial or nonjudicial foreclosure under any Mortgage, or by means of a deed in lieu
of foreclosure, or through settlement of or arising out of any pending or contemplated
foreclosure action, such Mortgagee shall thereafter have the right to assign or transfer
Developer's right, title and interest hereunder to an assignee upon obtaining Authority's consent

with respect thereto, which consent shall not be unreasonably withheld or delayed, and subjectto -

all of the other provisions of Article 14 above not inconsistent with the foregoing. Upon such-
-acquisition of Developer's right, title and interest hereunder as described in the preceding

sentence by a Mortgagee, or the assignee of Mortgagee, Authority shall immediately execute and

deliver a new agreement or amend this Agreement with such Mortgagee or the assignee of such

Mortgagee, upon the written request therefor by such Mortgagee or such assignee of Mortgagee
- given not later than one hundred twenty (120) days after such Party's acquisition of Developer's
right, title and interest hereunder. Such new agreement or amended Agreement shall be identical
in form and content to the provisions of this Agreement, except with respect to the parties
thereto, and the elimination of any requirements which have been fulfilled by Developer prior-
thereto, and said agreement shall have priority equal to the priority of this Agreement. Upon
execution and delivery of such new agreement or amended Agreement Authority shall cooperate
with the new developer, at the sole expense of said new developer, in taking such action as may
be necessary to cancel and discharge this Agreement and to remove Developer named herein -
from the Development Site.

® No Obligation to Cure. Except as set forth herein, nothing herein
contained shall require any Mortgagee to cure any default of Developer referred to above.

(g) Separate Agreement. Authority shall, upon request, execute,
acknowledge and deliver to each Mortgagee, an agreement prepared at the sole cost and expense
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of Developer, in form satisfactory to each Mortgagee, between Authority, Developer and the
Mortgagees, agreeing to all of the provisions hereof.

(h) Form of Notice. Any Mortgagee under a Mortgage shall be
entitled to receive the notices required to be delivered to it hereunder provided that such
Mortgagee shall have delivered to each party a notice substantially in the following form:

The undersigned, whose address is , does hereby
certify that it is the Mortgagee (as such term is defined in that
certain Disposition and Development Agreement (the "DDA")
dated as of , 200_ between Grand Avenue
L.A,, LLC, and the Los Angeles Grand Avenue Authority, of the
parcel of land described on Exhibit A attached hereto, which parcel
is ground leased by Authority to Grand Avenue L.A., LLC (the
"Party"). In the event that any notice shall be given of a default of
the Party under the DDA, a copy thereof shall be delivered to the
undersigned who shall have the rights of a Mortgagee to cure the
same, as specified in the DDA. Failure to deliver a copy of such
notice shall in no way affect the validity of the notice to the Party,
but no such notice shall be effective as it relates to the rights of the
undersigned under the DDA with respect to the Mortgage,
including the commencement of any cure periods applicable to the
undersigned, until actually received by the undersigned.

@) Estoppel Certificate. Authority shall execute an estoppel
certificate in form and.substance reasonably satisfactory to the Mortgagee at the time of the
initial advance in connection with the construction financing for the Project and from time to
time thereafter, upon the reasonable request of the Mortgagee, which estoppel certificate shall
include, without limitation, representations by the Authority that (1) this Agreement (including all .
Exhibits attached hereto, which are incorporated by reference) is in full force and effect and
- unmodified except as expressly disclosed in the estoppel certificate, (ii) there are no known
uncured defaults by either party under this Agreement (including all Exhibits attached hereto,’
which are incorporated by reference), and/or (iii) after satisfactory completion of any Project
Component, confirmation that such Component has been completed in accordance with the
requirements of this Agreement (including all Exhibits attached hereto, which are incorporated
by reference).

G Further Assurances. Authority and Developer agree to cooperate
in including in this Agreement, by suitable amendment, any provision which may be reasonably
requested by the Mortgagee or any proposed Mortgagee for the purpose of (i) more fully or
particularly implementing the Mortgagee protection provisions contained herein, (ii) adding
mortgagee protections consistent with those contained herein and which are otherwise
commercially reasonable, (iii) allowing such Mortgagee reasonable means to protect or preserve
the security interest of the Mortgagee in the collateral, including its lien on the Development Site
and the collateral assignment of this Agreement and/or (iv) clarifying terms or restructuring
elements of the transactions contemplated hereby; provided, however, in no event shall Authority
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be obligated to materially modify any of Developer's obligations or Authority's rights under this
Agreement in any manner not already contemplated in this Article 14.

(k) Ground Lease Provisions. The foregoing mortgagee protection .
provisions are in addition to, and not in limitation of, the comparable provisions set forth in each
applicable Ground Lease.

ARTICLE 15
REPRESENTATIONS, WARRANTIES AND COVENANTS

1501 Representations, Warranties and Covenants of Developer.

Developer represents, warrants and covenants to Authority as follows:

1) Organization. Grand Avenue L.A., LLC, is a limited liability company,
duly formed, validly existing under the laws of the State of Delaware and qualified to conduct
business in the State of California, with full power and authority to conduct its business as
presently conducted and to execute, deliver and perform its obligations under this Agreement and
the Other Agreements. As of the Effective Date and subject to Developer’s Transfer rights under
this Agreement, Developer’s sole Members are (2) Related Grand Avenue, L.L.C. (a wholly
owned subsidiary of Related) and (b) CUIP, which is wholly owned by California Urban
Investment Partners, LLC (an entity owned 97% by CalPERS and 3% by MacFarlane Urban
Realty Company, LLC). Attached hereto as Schedule 1501 is a chart showing the current
ownership structure of Developer and its Members. Developer shall not make or permit to be
made any change to the structure shown on Schedule 1501 without the prior written consent of
the Authority, which may be withheld in the Authority’s sole discretion.

) Authorization. Developer has taken all necessary action to authorize its
execution,.delivery and, subject to the conditions set forth herein, performance of its-obligations
under this Agreement and the Other Agreements. Upon such execution and delivery, this
Agreement shall constitute a legal, valid and binding obligation of Developer, enforceable
agamst it in accordance with its terms.

(3) No Conflict. The execution, delivery and performance of this Agreement
by Developer does not and will not conflict with, or constitute a violation or breach of, or a
default under, (a) the operating agreement and/or other formation documents of Developer, (b)
any applicable law, rule or regulation binding upon or applicable to Developer, or (c) any
material agreements to which Developer is a party.

(4)  No Litigation. Except as otherwise disclosed in writing to Authority prior
to the date hereof, there is no existing or, to Developer's knowledge, pending or threatened
litigation, suit, action or proceeding before any court or administrative agency affecting
Developer that would, if adversely determined, adversely affect Developer, the Project or
Developer's ability to perform its obligations hereunder or under the Project Documents.

)] No Defaults. Developer is not in default in respect of any of its
obligations or liabilities pertaining to the Development Site, nor is there any state of facts,
circumstances, conditions, or events which, after notice, lapse or time, or both, would constitute
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or result in any such default. Developer is not and will not be in default with respect to any
agreements, obligations or liabilities that could adversely affect Developer’s ability to perform
its obligations hereunder.

©) Financial Statements. Developer has previously delivered to Authority or
made available for inspection by Authority and its representatives true and accurate financial
statements with respect to Developer, which financial statements were prepared in accordance
with generally accepted accounting principles and fairly and accurately represent the financial
condition of Developer as of the date or dates thereof. No material adverse change has occurred
in the financial condition of Developer between the date or dates of such financial statements and
the date hereof. At the request of Authority from time to time Developer shall make available
for inspection by Authority such additional financial statements and information concerning the
financial condition of Developer as Authority shall reasonably request. :

) Developer Parcel. If Developer acquires the Developer Parcel, Developer
shall pay all costs incurred in connection with such acquisition, and Developer shall assure that
any Mortgage on the Developer Parcel is subject and subordinate to the rights of Authority under
this Agreement.

®) Net Worth. Developer shall maintain, at all times prior to completion of
the Phase I Improvements, a minimum net worth equal to the greater of (i) $100,000,000 or (ii)
20% of the total projected development cost of Phase I. Developer has confirmed to the '
Authority that the total projected development cost of Phase I is expected to be approximately
$750,000,000 (including the Phase I Leasehold Acquisition Fee) and that Developer expects to
borrow approximately 80% of the cost of the Project; therefore, the minimum net worth of
Developer for Phase I is $150,000,000 based on 80% financing. Such net worth includes the
. Leasehold Acquisition Fee for Phase I that has already been paid by Developer, or will be paid
by Developer on or prior to the Effective Date. After completion of the Phase I Improvements,’
‘with respect to each Component thereof that is owned by Developer (i.e., not Transferred to an
Operator pursuant to an Operator Ground Lease), Developer shall maintain adequate
capitalization and liquidity to perform its duties hereunder with respect to such Component
including, without limitation, maintaining and operating the applicable Component in the first
class manner required by this Agreement. :

(2) Developer’s net worth must be initially created by contribution of
cash and notes, guaranties or similar obligations of the Members (and the parents of the
Members) to contribute the capital to Developer as such capital is required for the acquisition
and construction of the Project. The Authority shall have the right to approve such guaranties
and notes obtained by Developer to achieve the minimum net worth required hereby. A guaranty
of payment and performance by Related in favor of Authority shall be an acceptable mechanism
for satisfying the Minimum Net Worth requirement.

(b) Developer, or any Affiliate of Developer that is the assignee of its
rights and obligations with respect to Phase II or Phase III of the Project, will, at all times, have a
minimum net worth equal to the greater of (i) $100,000,000 or (ii) 20% of the total projected
development cost (including the applicable Leasehold Acquisition Fee) of such Phase.
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(c) Any notes provided by Related Grand Avenue, L.L.C. and CUIP to
establish the minimum required capitalization of Developer must be guaranteed by Related and
California Urban Investment Partners, LLC, respectively. The required capital of Developer will
be contributed by CUIP and Related to Developer in varying ratios between 90/10%, 80/20%
and 50/50%, depending on the level of the capital contributions. Developer must establish to the
reasonable satisfaction of the Authority that Developer (and, with respect to Phase II and Phase
III, any Affiliate used as the developer thereof) meets the minimum net worth requirements set
forth in this Section 1501(8) on at least an annual basis through the issuance of a Certificate of
Completion with respect to a Phase, including through the delivery of certified financial
statements, copies of the notes and guaranties used for the capitalization and other similar
information, on at least an annual basis through the completion of such Phase. Developer’s
failure to maintain the minimum net worth required by this Section 1501(8) shall constitute a
default hereunder, subject to the notice and cure provisions of Article 13.

1502 Representations and Warranties of Authority.
Authority represents and warrants to Developer as follows:

) Organization. Authority is a joint powers authority, duly organized,
validly existing and in good standing under the laws of the State of California, with full power
and authority to conduct its business as presently conducted and to execute, deliver and perform
its obligations under this Agreement and the Project Documents.

(2) Authorization. Authority has taken all necessary action to authorize its
execution, delivery and, subject to the conditions set forth herein, performance of its obligations
under this Agreement. Upon such execution and delivery by Authority and approval of this
- Agreement by Authority's board of directors, the Board of the CRA, the City Council, and the
- Board of Supervisors of the County, this Agreement shall constitute a legal, valid and b1nd1ng

o obligation-of Authority, enforceable against it in accordance with its terms.

3) No Conﬂ1ct The execution, delivery and performance of this Agreement
by Authority does not and will not conflict with, or constitute a violation or breach of, or a
default under, (a) the charter documents of Authority, (b) any applicable law, rule or regulation
binding upon or applicable to Authority, or (c) any material agreements to which Authority is a

party.

(4) - No Litigation. Except as otherwise disclosed in writing to Developer prior
to the date hereof, there is no existing or, to Authority's knowledge, pending or threatened
litigation, suit, action or proceeding before any court or administrative authority affecting
Authority that would, if adversely determined, adversely affect Authority, the Project or
Authority's ability to perform its obligations hereunder or under the Project Documents. If any
such action or proceeding is filed which results in a final determination that the Authority lacks
the ability to perform its obligations hereunder or under the Project Documents, this Agreement
and the Phase I Ground Lease shall terminate and Developer shall quitclaim any rights in the
Development Site, return possession of the Phase I Parcel to the Authority if possession has been
delivered, restore the Phase I Parcel to its existing condition prior to delivery of the Phase I
Parcel to Developer, reasonable wear and tear excepted, and remove any property of Developer
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from the Phase I Parcel. Following such termination, neither party will have any further
obligation or liability to the other under this Agreement or the Phase I Ground Lease arising after
such termination, except for those obligations which expressly survive a termination including,
without limitation, Developer’s indemnity under Section 6.1 and the Authority’s obligation to
refund the unused portion of the Deposit under this Section 1502(4). Within one hundred twenty
(120) days after such termination (as an express covenant of the Authority that will survive the
termination of this- Agreement), the Authority will refund the Deposit to Developer, less all
amounts previously expended or committed by the Authority for the design, planning and
development of the Park Improvements pursuant to the Civic Park Design Agreement and the
Civic Park Development Agreement.

5) Redevelopment Plan. The Redevelopment Plan has been duly adopted
pursuant to lawful authority and is currently in full force and effect.

ARTICLE 16
GENERAL PROVISIONS

1601 Notices, Demands and Communications Between the Parties.

Formal notices, demands and communications between Authority and Developer
shall be sufficiently given if, and shall not be deemed given unless, dispatched by registered or
certified mail, postage prepaid, return receipt requested, or delivered by an express delivery
service with a receipt showing date of delivery to the principal offices of Authority and
Developer as set forth in Section 108 hereof. Such written notices, demands and
communications may be sent in the same manner to such other addresses as either party may
from time-to-time designate by mail. Delivery shall be deemed to have occurred on the next
business day following the day indicated on the receipt for delivery or refusal of delivery.

1602 Conflicts of Interest..

No member, official, or employee of Authority, the Grand Avenue Committee,
the CRA, the City, or the County, shall have any personal interest, direct or indirect, in this
Agreement, nor shall any such member, official or employee participate in any decision relating
to this Agreement which affects his or her personal interests or the interests of any corporation,
partnership or association in which he or she is directly or indirectly interested.

Developer warrants that it has not paid nor has it or given, and shall not pay or
give, any third person other than its attorneys and consultants any money or other consideration
for obtaining this Agreement.

1603 N onliability of Officials and Employees.

No member, official or employee of Authority, the Grand Avenue Committee, the
CRA, the City, or the County, shall be personally liable to Developer in the event of any default
or breach by Authority Indemnified Parties or for any amount which may become due to
Developer or on any obligations under the terms of this Agreement.
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No member, officer or employee of Developer shall be personally liable to -
Authority in the event of any default or breach by Developer or for any amount that may become
due to Authority or on any obligations under the terms of this Agreement.

1604 Time for Performance; Force Majeure, Enforced Delay, Extension of Times
of Performance.

TIME IS OF THE ESSENCE IN THIS AGREEMENT. Performance by any
party hereunder shall not be deemed to be in default where delays or defaults are due to war;
insurrection; strikes; lock-outs; riots; floods; earthquakes; fires; casualties; acts of God; acts of
the public enemy; epidemics; quarantine restrictions; freight embargoes; lack of transportation;
governmental restrictions or priority; litigation; unusually severe weather; inability to secure
necessary labor, materials or tools; acts of another party; acts or the failure to act of any public or
governmental agency or entity (except that acts or the failure to act of Authority shall not excuse
performance by Authority) or any other causes beyond the reasonable control or without the fault
of the party claiming an extension of time to perform. An extension of time for any such cause
shall only be for the period of the enforced delay, which period shall commence to run from the
time of the commencement of the cause. The party requesting an extension of time under this
Section shall give notice promptly following knowledge of the delay to the other party. If,
however, notice by the party claiming such extension is sent to the other party more than thirty
(30) days-after knowledge of the commencement of the delay, the-period shall commence to run
upon the earlier of (i) thirty (30) days prior to the giving of such notice or (ii) the date that the
other party received knowledge of the events giving rise to the delay. For purposes of this
Section 1604, a cause shall be beyond the control of the party whose performance would
otherwise be due only if and to the extent such cause would prevent or hinder the performance of
an obligation by any reasonable person similarly situated and shall not apply to causes peculiar
to the party claiming the benefit of this Section (such as a failure to order materials in a timely
fashion).

1605 Inspection of Books and Records.

Authority has the right; upon not less than seventy-two (72) hours’ notice, at all
reasonable times, to inspect the books and records of Developer pertaining to the Project as -
pertinent to the purposes of this Agreement, which inspection shall be at the Authority’s sole cost
and expense. Prior to the disclosure to Authority of any confidential financial or other
proprietary information that is marked “Confidential” and is not otherwise available or disclosed
to the public (“Confidential Information”) of Developer, the Authority shall have confirmed to
Developer that: (i) the confidentiality provisions of Section 11 of the ENA (as incorporated by
the Term Sheet) will inure to the benefit of Developer with respect to such Confidential
Information, and (ii) the Authority will provide Developer with a notice of any request by a
member of the public for disclosure under the Public Records Act of any such Confidential
Information prior to making the requested disclosure of such Confidential Information, giving
Developer a reasonable opportunity to seek a protective order, injunction or other remedy to -
prevent such requested disclosure, but subject to the Authority’s obligations under the Public
Records Act and the indemnity obligations of the Developer under Section 11 of the ENA. The
foregoing obligations of the Authority shall not apply with respect to Authority’s sharing of
Confidential Information with the County and/or the CRA and the City.
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1606 Title of Parts and Sections.

Any titles of the sections or subsections of this Agreement are inserted for
convenience of reference only and shall be disregarded in interpreting any part of its provisions.

1607 Severability.

If any term, provision, covenant or condition of this Agreement is held in a final
disposition by a court of competent jurisdiction to be invalid, void or unenforceable, the
remaining provisions shall continue in full force and effect unless the rights and obligations of
the Parties have been materially altered or abridged by such invalidation, voiding or
unenforceability.

1608 Legal Actions.

Developer shall indemnify, defend and hold the Authority Indemnified Parties
harmless against all suits and causes of action, claims, costs and liability, including, but not
limited to, reasonable attorneys’ fees and costs of any litigation, or arbitration or mediation, if
any, brought by a third party (1) challenging the validity, legality or enforceability of this
Agreement or any land use, CEQA or entitlement approvals granted to Developer, or (2) seeking
damages which may arise directly or indirectly from the negotiation, formation, execution,
enforcement or termination of this Agreement, or which are incident to the performance of the
activities contemplated in this Agreement, or (3) arising out of the failure or alleged failure of
any person or entity (including Developer, its contractors or subcontractors) to pay prevailing
wages as determined pursuant to Labor Code Sections 1720 et seq. and implementing
regulations, or to comply with the other applicable provisions of Labor Code Sections 1720 et
seq. and implementing regulations of the Department of Industrial Relations in connection with
the construction of the Project or other work done on or in connection with the Project or the
Development Site. Nothing in this Section shall be construed to mean that Developer shall hold
the Authority Indemnified Parties harmless and/or defend them to the extent of any claims
arising from, or alleged to arise from, the gross negligence or willful misconduct of the Authority

Indemnified Parties or a lack of legal authority of the Authority. The Authority agrees that it will-

fully cooperate with Developer in the defense of any matter in which Developer is defending
and/or holding the Authority Indemnified Parties harmless. The Authority Indemnified Parties
may make all reasonable decisions with respect to their representation in any legal proceedings,
including, but not limited to, the selection of attorney(s). The obligations of Developer set forth
in this Section shall survive the expiration or other termination of this Agreement.

1609 Binding Upon Successors.

This Agreement shall be binding upon and inure to the benefit of the permitted
successors-in-interest, transferees and assigns of each of the parties. Any reference in this
Agreement to a specifically named party shall be deemed to apply to any such permitted
successor-in-interest, transferee or assign of such party who has acquired an interest in
compliance with the terms of this Agreement or under law.

Every contract, deed, or other instrument hereafter executed covering or
conveying the Project, the Improvements thereon or any portion thereof shall be held
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conclusively to have been executed, delivered and accepted subject to the Restrictions regardless
of whether this Agreement or the Restrictions are set forth in such contract, deed or other
instrument, unless Authority expressly releases the Project, the Improvements thereon or any
portion thereof from the requirements of this Agreement.

1610 Provisions Not Merged with Deeds.

None of the provisions of this Agreement shall be merged by any grant deed,
ground lease, or any other instruments transferring title to any portion of the Project, and no
grant deed nor any other instrument transferring title to any portion of the Project shall affect this
Agreement.

1611 Counterparts.

This Agreement may be executed in counterparts and multiple originals.

1612 Amendments to this Agreement.

Developer and Authority mutually agree to consider reasonable requests for
amendments to this Agreement that may be made by any of the parties hereto, lending
institutions, or bond counsel or financial consultants to Authority, provided such requests are
consistent with this Agreement and would not substantially alter the basic business terms
included herein. Any amendments hereto shall be subject to the prior approval of the Governing
Entities. '

1613 Entire Agreement, Waivers and Amendments.

This Agreement is executed in four (4) duplicate originals, each of which is
deemed to:be an original. This Agreement comprises Sections 101 through 1715, inclusive, and
Exhibits “A” through “S”, inclusive, and Schedule 3(A), Schedule 3(B), Schedule 1501 and

‘Schedule 906, all of which are attached hereto, and all of which constitute the entire
understanding and agreement of the parties.

This Agreement 1ntegra-tes' all of the terms and conditions mentioned herein or
incidental hereto, and supersedes all negotiations or previous agreements between the partles
with respect to all or any part of the subject matter hereof.

All waivers of the provisions of this Agreement must be in writing and signed by
the appropriate authorities of Authority and Developer, and all amendments hereto must be in
writing and signed by the appropriate authorities of Authority and Developer.

1614 Time for Accep'tance of Asreement by Authority.

This Agreement, when executed by Developer and delivered to Authority, must
be authorized, executed and delivered by Authority within sixty (60) days after the date of
signature by Developer or this Agreement shall be void, except to the extent that Developer shall
consent in writing to further extensions of time for the authorization, execution and delivery of
this Agreement.
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1615 Use of Project Imageé.

Developer hereby consents to and approves the use by the CRA, City and County
of images of the Project, its models, plans and other graphical representations of the Project and
its various elements (“Project Images™) in connection with marketing, public relations and
special events, websites, presentations and other uses required by the CRA, City and/or County
in connection with the Project, subject only to obtaining any required consents of the architects
and designers involved in the Project. Developer shall use its commercially reasonable efforts to
obtain any such required consents for the benefit of the CRA, City and/or County. Such right to
use the Project Images shall not be assignable by the CRA, City or County to any other party
(including, without limitation, any private party) without the prior written consent of Developer
and, to the extent required by law or any contract or agreement binding upon Developer, the
applicable architects and designers, which consents may be given or denied in each such
person’s sole and absolute discretion.

1616 CRA Issuance of Subordinate Parity Bonds.

The CRA may resolve to issue Subordinate Parity Bonds prior to the CRA's full
payment to Developer of the Public Space Investment or the Grand Avenue Streetscape -
- assistance as further specified in Schedule 3B hereof. In such an event, the CRA shall, at its sole
election, €ither (i) exclude the Phase I Parcel and the Phase II Parcels (unless the CRA pays the
Grand Avenue Streetscape funds for Phase II) as collateral for the Subordinate Parity Bonds or
(i1) accelerate its obligation and fully pay Developer any unpaid Public Space Investment or
Grand Avenue Streetscape assistance. Notwithstanding the foregoing, the CRA may subordinate
its obligation to make payments to Developer to the CRA’s obligations under any Subordinate
Parity Bonds, with the prior written consent of Developer.

1617 City Approvals.

The City, concurrently with its approval of this Agreement, is to preliminarily
approve of the Parking and Hotel Tax Rebates in a Memorandum of Understanding between the
City and Developer, and the C1ty will direct its staff to prepare the necessary documents (and
enabling ordinance if required) to effect such Parking and Hotel Tax Rebates, subject to the
City’s right to further approve such implementing documents. If the City fails to enter into such
Memorandum of Understanding either prior to or concurrently with its approval of this
Agreement, then this Agreement and the Phase I Ground Lease shall each be null and void and of
no effect.

ARTICLE 17
ARBITRATION

Except as otherwise provided by this Article 17, disputed matters which may be
arbitrated pursuant to this Agreement shall be settled by binding arbitration in accordance with
the then existing provisions of the California Arbitration Act, which as of the date hereof is
contained in Title 9 of Part III of the California Code of Civil Procedure, commencing with
Section 1280.
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(a Either party (the “Initiating Party”’) may initiate the arbitration process
by sending written notice (“Request for Arbitration”) to the other party (the “Responding
Party”) requesting initiation of the arbitration process and setting forth a brief description of the
dispute or disputes to be resolved and the contention(s) of the Initiating Party. Within ten (10)
days after service of the Request for Arbitration, the Responding Party shall file a “Response”
setting forth the Responding Party’s description of the dispute and the contention(s) of
Responding Party. If Responding Party has any “Additional Disputes™ he shall follow the format
described for the Initiating Party. The Initiating Party will respond within ten (10) days after
service of the Additional Disputes setting forth Initiating Party’s description of the Additional
Disputes and contentions regarding the Additional Disputes.

(b)  Notwithstanding anything to the contrary which may now or hereafter be
contained in the California Arbitration Act, the parties agree that the following provisions shall
apply to any and all arbitration proceedings conducted pursuant to this Agreement:

1701 Selection of Arbitrator. The parties shall attempt to agree upon an arbitrator
who shall decide the matter. If, for any reason, the parties are unable to agree upon the arbitrator
within ten (10) days of the date the Initiating Party serves a request for arbitration on the
Responding Party, then at any time on or after such date either party may petition for the
appointment of the arbitrator as provided in California Code of Civil Procedure Section 1281.6.

1702  Arbitrator. The arbitrator shall be a retired judge of the California Superior
Court, Court of Appeal or Supreme Court, or any United States District Court or Court of
Appeals located within the State, who has agreed to resolve civil disputes.

1703 Scope of Arbitration. Authority and Developer affirm that the mutual objective
~of such arbitration is to resolve the dispute as expeditiously as possible. The arbitration process
shall not apply or be used to determine issues other than (i) those presented to the arbitrator by
the Initiating Party provided those disputes are arbitrable disputes pursuant to this Agreement,
(ii) Additional Disputes presented to the arbitrator by the Responding Party, provided that any
such Additional Disputes constitute arbitrable disputes pursuant to this Agreement and (iii) such
related preliminary or procedural issues as are necessary to resolve (i) and/or (ii) above. The
arbitrator shall render an award. Either party may, at its sole cost and expense, request a
statement of decision explaining the arbitrator’s reasoning which shall be in such detail as the
arbitrator may determine. Unless otherwise expressly agreed by the parties in writing, the award
shall be made by the arbitrator no later than the sooner of six (6) months after the date on which
the arbitrator is selected by mutual agreement or court order, whichever is applicable, or five (5)
months after the date of a denial of a petition to disqualify a potential arbitrator for cause.
Authority and Developer hereby instruct the arbitrator to take any and all actions deemed
reasonably necessary, appropriate or prudent to ensure the issuance of an award within such
period. Notwithstanding the foregoing, failure to complete the arbitration process within such
period shall not render such arbitration or any determination made therein void or voidable.

1704 Immunity. The parties hereto agree that the arbitrator shall have the immunity of
a judicial officer from civil liability when acting in the capacity of arbitrator pursuant to this
Agreement. '
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1705 Section 1282.2. The provisions of Code of Civil Procedure § 1282.2 shall apply
to the arbitration proceedings except to the extent they are inconsistent with the following:

1) Unless the parties otherwise agree, the arbitrator shall appoint a time and
place for the hearing and shall cause notice thereof to be served as provided in said § 1282.2 not
less than ninety (90) days before the hearing, regardless of the aggregate amount in controversy.

2) No later than sixty (60) days prior to the date set for the hearing (unless,
upon a showing of good cause by either party, the arbitrator establishes a different period), in
lieu of the exchange and inspection authorized by Code of Civil Procedure § 1282.2(a)(2)(A),
(B) and (C), the parties shall simultaneously exchange the following documents by personal
delivery to each other and to the arbitrator:

(a) A wrritten Statement of Position, as further defined below, setting
forth in detail that party’s final position regarding the matter in dispute and specific numerical
proposal for resolution of monetary disputes;

(b) A list of witnesses each party intends to call at the hearing,
designating which witnesses will be called as expert witnesses and a summary of each witness’s
testimony;

(c) A list of the documents each intends to introduce at the hearing,
together with complete and correct copies of all of such documents; and,

(d If the issue involves a valuation matter, a list of all Written
Appraisal Evidence (as defined below) each intends to introduce at the hearing, together with
complete and correct copies of all of such Written Appraisal Evidence.

(e) No later than twenty (20) days prior to the date set for the hearing,
each party may file a reply to the other party’s Statement of Position (“Reply”). The Reply shall
contain the following information:

‘1. A written statement, to be limited to that party’s rebuttal to the
matters set forth in the other party’s Stateme‘nt of Position;

2. A list of witnesses each party intends to call at the hearing to
rebut the evidence to be presented by the other party, designating which witnesses will be called
as expert witnesses;

3. A list of the documents each intends to introduce at the hearing
to rebut the evidence to be presented by the other party, together with complete and correct
copies of all of such documents (unless, upon a showing of good cause by either party, the
arbitrator establishes a different deadline for delivering true and correct copies of such
documents);

4. Ifthe issue involves a valuation matter, a list of all Written

Appraisal Evidence, or written critiques of the other party’s Written Appraisal Evidence if any,
each intends to introduce at the hearing to rebut the evidence presented by the other party,
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together with complete and correct cdpies of all of such Written Appraisal Evidence (unless,
upon a showing of good cause by either party, the arbitrator establishes a different deadline for
delivering true and correct copies of such Written Appraisal Evidence); and

5. Witnesses or documents to be used solely for impéachment ofa
witness need not be identified or produced.

® The arbitrator is not bound by the rules of evidence, but may not
consider any evidence not presented at the hearing. The arbitrator may exclude evidence for any
reason a court may exclude evidence or as provided in this Agreement.

1706 Statements of Position. Where the dispute involves rent to be charged, market
values, insurance levels or other monetary amounts, the Statements of Position to be delivered by
Section 1705 shall numerically set forth the existing Incentive Rent, market value, insurance
-level and/or other monetary amounts in dispute, the party’s proposed new Incentive Rent, market
value, insurance level and/or other monetary amounts, and shall additionally set forth the facts
supporting such party’s position.

1707 -Written Appraisal Evidence. Neither party may, at any time during the
proceedings, introduce any written report which expresses an opinion regarding the fair market
value of the Premises or the fair market rent for the Parcels, or any portion thereof (“Written
Appraisal Evidence”) unless such Written Appraisal Evidence substantially complies with the
following standards: it shall have been submitted in accordance with the requirements of
Subsection (€)(4) above; it shall describe the Parcels; identify the uses permitted thereon;
describe or take into consideration the terms, conditions and restrictions of this Agreement;
correlate the appraisal method(s) applied; discuss the relevant factors and data considered;
review rentals paid by lessees within Southern California who are authorized to conduct similar
activities:on comparable leaseholds; and, describe the technique of analysis, limiting conditions
and computations that were used in the formulation of the valuation opinion expressed. Written
Appraisal Evidence shall in all other respects be in material conformity and subject to the
requirements of the Code of Professional Ethics and the Standards of Professional Practice of
The Appraisal Institute or any successor entity.

1708 Evidence. The provisions of Code of Civil Procedure § 1282.2(a)(2)(E) shall not
apply to the arbitration proceeding. The arbitrator shall have discretion to preclude a party from
introducing witnesses, documents or Written Appraisal Evidence (other than impeachment
testimony) unless such information was previously delivered to the other party in accordance
with Section 1705 and, in the case of Written Appraisal Evidence, substantially complies with
the requirements of Section 1707, or such evidence consists of a transcript of a deposition of an
expert witness conducted pursuant to Section 1709. Notwithstanding the foregoing, the
arbitrator may allow a party to introduce evidence which, in the exercise of reasonable diligence,
could not have been delivered to the other party in accordance with Section 1705, provided such
evidence is otherwise permissible hereunder.

1709 Discovery. The provisions of Code of Civil Procedure § 1283.05 shall not apply

to the arbitration proceedings except to the extent incorporated by other sections of the California
Arbitration Act which apply to the arbitration proceedings. There shall be no pre-arbitration
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discovery except as provided in Section 1705; provided, however, each party shall have the right,
no later than seven (7) days prior to the date first set for the hearing, to conduct a deposition, not
to exceed three (3) hours in duration unless the arbitrator otherwise determines that good cause
exists to justify a longer period, of any person identified by the other party as an expert witness.

1710 Awards of Arbitrators.

1) Monetary Issues. With respect to monetary disputes (including without
limitation disputes regarding Incentive Rent or the amount of coverage under the policies of
insurance required pursuant to Article 6 of this Agreement), the arbitrator shall have no right to
propose a middle ground or any proposed modification of either Statement of Position. The
arbitrator shall instead select whichever of the two Statements of Position is the closest to the
monetary or numerical amount that the arbitrator determines to be the appropriate determination
of the rent, expense, claim, cost, delay, coverage or other matter in dispute and shall render an
award consistent with such Statement of Position. For purposes of this Section 1710, each
dispute regarding each category of Incentive Rent and the amount of required insurance coverage -
shall be considered separate disputes (a “Separate Dispute”). While the arbitrator shall have no
right to propose a middle ground or any proposed modification of either Statement of Position
concerning a Separate Dispute, the arbitrator shall have the right, if the arbitrator so chooses, to
choose one party’s Statement of Position on one or more of the Separate Disputes, while
selecting the other party’s Statement of Position on the remaining Separate Disputes. For
example, if the parties are unable to agree on the Incentive Rent and the amount of liability
insurance coverage, then there shall be two (2) Separate Disputes and the arbitrator shall be
permitted to select the Authority’s Statement of Position with respect to none, some or all of
such two Separate Disputes and select the Developer’s Statement of Position, on the balance, if
"any, of such two Separate Disputes. Upon the arbitrator’s selection of a Statement of Position,
pursuant to this Article 17, the Statement of Position so chosen and the award rendered by the
arbitrator thereon shall be final and binding upon the parties, absent Gross Error (as defined in
Section 1714 below) on the part of the arbitrator.

2) Nonmonetary Issues. With respect to nonmonetary issues and disputes,
the arbitrator shall determine the most appropriate resolution of the issue or dispute, taking into
account the Statements of Position submitted by the parties, and shall render an award
accordingly. Such award shall be final and binding upon the parties, absent Gross Error on the
part of the arbitrator.

1711 Powers of Arbitrator. In rendering the award, the arbitrator shall have the
power to consult or examine experts or authorities not disclosed by a party pursuant to Section
1705(2)(b) hereof, provided that each party is afforded the right to cross-examine such expert or
rebut such authority.

1712 Costs of Arbitration. Developer and Authority shall equally share the expenses
and fees of the arbitrator, together with other expenses of arbitration incurred or approved by the
arbitrator. Failure of either party to pay its share of expenses and fees constitutes a material
breach of such party’s obligations hereunder.
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1713 Amendment to Implement Judgment. Within seven (7) days after the issuance
of any award by the arbitrator becomes final, the Authority will draft a proposed amendment to
this Agreement setting forth the relevant terms of such award. As long as the amendment
accurately sets forth the relevant terms of the award and does not otherwise modify this
Agreement, Developer will sign the amendment and return the executed copy to the Authority
within seven (7) days after delivery of a copy of the amendment to Developer. Authority shall
thereafter execute the amendment as soon as reasonably practicable.

1714 Impact of Gross Error Allegations. Where either party has charged the
arbitrator with Gross Error:

(1) The award shall not be implemented if the party alleging Gross Error
obtains a judgment of a court of competent jurisdiction stating that the arbitrator was guilty of
Gross Error and vacating the arbitration award (“Disqualification Judgment”). In the event of a
Disqualification Judgment, the arbitration process shall begin over immediately in accordance
with this Section 1714, which arbitration shall be conducted (with a different arbitrator) as
expeditiously as reasonably possible.

2) The party alleging Gross Error shall have the burden of proof.

3) For the purposes of this Article 17, the term “Gross Error” shall mean
that the arbitration award is subject to vacation pursuant to California Code of Civil Procedure §
1286.2 or any successor provision.

1715 Notice.

NOTICE: BY INITIALING IN THE SPACE BELOW YOU ARE AGREEING TO
HAVE ANY DISPUTE ARISING OUT OF THE MATTERS INCLUDED IN THE
“ARBITRATION OF DISPUTES” PROVISION DECIDED BY NEUTRAL ARBITRATION
AS PROVIDED BY CALIFORNIA LAW AND YOU ARE GIVING UP ANY RIGHTS YOU
MIGHT POSSESS TO HAVE THE DISPUTE LITIGATED IN A COURT OR JURY TRIAL.
BY INITIALING IN THE SPACE BELOW YOU ARE GIVING UP YOUR JUDICIAL
RIGHTS TO DISCOVERY AND APPEAL, UNLESS THOSE RIGHTS ARE SPECIFICALLY
INCLUDED IN THE “ARBITRATION OF DISPUTES” PROVISION. IF YOU REFUSE TO
SUBMIT TO ARBITRATION AFTER AGREEING TO THIS PROVISION, YOU MAY BE
COMPELLED TO ARBITRATE UNDER THE AUTHORITY OF THE CALIFORNIA CODE
OF CIVIL PROCEDURE. YOUR AGREEMENT TO THIS ARBITRATION PROVISION IS
VOLUNTARY.

WE HAVE READ AND UNDERSTAND THE FOREGOING AND AGREE TO
SUBMIT DISPUTES ARISING OUT OF THE MATTERS INCLUDED IN THE
ARBITRATION OF DISPUTES PROVISION TO NEI 'I'i_(,-k"l' ARBITRATION.

A D
. v Tl . .
Initia¥ of Developer [nitigls of Authority

/
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[Signatures on Following Page]
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IN WITNESS WHEREOF, the Authority and Developer have caused this Agreement to be
executed as of the day and year first above written.

AUTHORITY:
THE LOS ANGELES GRAND AVENUE
AUTHORITY,
a Cahfo?a'jﬁ}ht powers %gtgonty
By: A ;,'."Iff‘_:.‘. w sl n
Namegz,” Gloria Molina
Title.; Chairperson
APPROVED AS TO FORM AND APPROVED AS TO FORM
CONTENT:
Raymond G. Fortner, Jr.
Rockard J. Delgadillo County Counsel
City Attorney M
Q/ By: Hellu™s \aalor .
By: e Fx Helen S. Parker
Timothy J{ Chung Principal Deputy County Counsel
Deputy City Attormey
“DEVELOPER”

GRAND AVENUE L A,,LLC,
a Delaware limited liability company,

By: THE RELATED COMPANIES, L.P.,
a New York limited partnership,
its Administrative Member

By:  The Related Realty Group, Inc.,
' a Delaware corporation,
its sale General Partner

NS ATT ] ] /

By: /SJ/) ] U _

StephefyM. Rl_{SS‘ Chairman and

Chief £xecutive Officer
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EXHIBIT “A”

SCOPE OF DEVELOPMENT

I.  GENERAL INFORMATION

The Project is located in downtown Los Angeles and consists of the following components: (1)
the development of certain non-contiguous parcels referred to as Parcels Q, L, M-2, and W-2
(and possibly including W-1), and (2) streetscape improvements along Grand Avenue adjacent to
Parcel Q and in front of Parcels L and M-2. Parcels Q and W-2 are currently owned by the
County; Parcels L and M-2 are currently owned by the CRA. The fifth parcel, referred to as
Parcel W-1, is currently owned by a private third party and may be acquired by Developer. The
Project development sites currently consist of surface parking, temporary parking structures or
vacant land.

All five development parcels and the portion of Grand Avenue between First Street on the north
and mid-block between Fourth Street and Fifth Street on the south are located within the CRA’s
Bunker Hill Redevelopment Project Area. The area proposed for the Civic Park and the portion
of Grand Avenue between the I-101 Hollywood Freeway and First Street and the half-block
portion between Fourth and Fifth Streets are all located within the CRA’s Amended Central
Business District (CBD) Redevelopment Project Area (See Exhibit “B” to the DDA).

The Project shall conform to the provisions, design criteria, and property development standards
set forth in this Scope of Development.

II. GENERAL DESCRIPTION

The goal of the Project is to provide an economically viable, architecturally distinguished,
community-oriented, regional destination, mixed-use development with welcoming public open
spaces that will create, define, and celebrate the Civic and Cultural Center as a regional
destination in downtown Los Angeles. The Project aims to accomplish this goal through the
construction of up to 3.2 million square feet of mixed-use development on non-contiguous
parcels, and possibly improvements to the streetscape along Grand Avenue from Fifth Street to
Cesar E. Chavez Avenue.

The Project incorporates commercial (retail, office and hotel) and residential uses with an
emphasis on creating attractive and inviting outdoor spaces, enhancing connections to adjacent
neighborhoods and view corridors highlighting Disney Hall, Cathedral of Our Lady of The
Angels, and City Hall. The three-phased development will include affordable and market-rate
housing with multi-level retail and entertainment spaces built around outdoor plazas and public
spaces. The approved Conceptual Plan for the Project is illustrated in Attachments 1, 2 and 3
hereto.

The Project consists of two development options, referred to as the “Project with Office
Building Option” and the “Project with Additional Residential Development Option.”
Under the Project with Office Building Option, the total development program includes up to
449,000 square feet of retail, a hotel of up to 275 hotel rooms with approximately 15,000 square
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feet of meeting space, up to 2,060 market-rate and affordable residential units (1648 market rate,
412 affordable) and approximately 681,000 square feet of office space, which may be a County
Office Building if the County exercises its option to relocate the Hall of Administration under
Section 213 of this Agreement. However, should the County not elect to locate a new Hall of
Administration within the Project, and if Developer does not elect to construct office space in
Phase HI of the Project, the office component would be replaced under the Project with
Additional Residential Development Option with up to 600 additional residential units, 20
percent of which (up to 120 units) would be provided as affordable housing. In this scenario, the
total development proposed for the five parcels would include up to 2,660 residential units, 20
percent of which (up to 532 units) would be provided as affordable housing. It should be noted
that these maximum development scenarios assume that the Developer Parcel (Parcel W-1 which
1s currently privately-owned) will be purchased and ultimately included in the Project.

Project with Office Building Project with Additional
Projected Program Option Residential Development Option
Max. Max.
Max. Sq. Ft. Units/Spaces Max. Sq. Ft. Units/Spaces
Hotel 315,000 275 315,000* 275
Retail . 449,000 N/A 449,000 N/A
Office 681,000 N/A 0 N/A
Residential 2,155,000 2,060 2,836,000 2,660
Parking N/A 5,025 N/A 5,245
3,6_00,000 3,600,000
Civic Park 16 acres 16 acres

* Hotel floor area includes approximately 15,000 square feet of meeting space.

References to square feet of devélopment in this Scope of Development shall refer to Floor Area
as defined in this Agreement.

Project with Office Building Project with Additional Residential

Option Development Option
Max. Units Max. Units
Market Rate 1,648 2,128
Affordable Housing 412 532
Total 2,060 2,660

The Project includes an Equivalency Program that would allow the composition of on-site
development to be modified to respond to future needs in a manner that does not increase the
Project’s impacts on the environment. The Equivalency Program provides flexibility for
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modifications to land uses and square footages within the Parcels, subject to City and other
governmental regulatory approval. Within this framework, land uses can be exchanged for
certain other permitted land uses so long as the limitations of the Equivalency Program are
satisfied and no additional environmental impacts occur. All permitted Project land use increases
can be exchanged for corresponding decreases of other land uses under the proposed
Equivalency Program (See Attachment 4 hereto). In addition, Developer may allocate density on
the Development Site between Phases I, II, and II1, up to the Maximum Development Site Floor
Area of 3,200,000 Sq. Ft. and shall be allowed to shift density between uses prior to constructing
a Phase so long as Developer builds the minimum Floor Area in each Phase, as shown in Exhibit
“R”, and does not exceed the Maximum Development Site Floor Area in total; the project
description in the EIR; or the City’s maximum permitted FAR.

If the County and Developer elect to not pursue the Project with Office Building Option, the
Developer is entitled under the Equivalency Program to elect to convert the office space under
the Project with Office Building Option to retail space, or a combination of retail and residential
space using the office to retail conversion factor, and/or the office to residential conversion

- factor, as provided in the chart (Attachment 4 hereto) illustrating the Equivalency Program. As
an example, should the County not elect to pursue the Project with Office Building Option, the
681,000 square feet of office use on Parcel W-2 could be replaced using the conversion factor of
0.316 to 215,196 square feet of retail square footage.

The Project will include the following development in three separate phases:

A. Phase I (Parcel Q)

The first Phase will be built on Bunker Hill Redevelopment Parcel Q, an approximately 140,263
square foot parcel known as Lot 1 of Tract No. 28761, Bk. 926 Pgs. 5 through 8, comprising a
rectangular area generally bounded by Grand Avenue, First Street, Olive Street, and Upper

-+ Second Street, directly east across the street from the Walt Disney Concert Hall. Phase I will

comprise not less than 1.0 million square feet of retail, hotel, and residential uses and consist of
two high-rise hotel/residential towers and three low-rise structures containing restaurant, retail

- and banquet/meeting room space. Tower 1, a distinctive high rise tower at the corner of Second
and Grand, will house a hotel of up to 275 rooms with approximately 15,000 square feet of -
meeting space and approximately 250 market rate condominiums on the upper floors. At Olive
and First Streets, a mid-rise residential tower (Tower 2) will combine approximately 150 market
rate condominiums with 100 rental Affordable Housing Units. Recreational amenities such as
pools, spas and exercise rooms would be available to residents and hotel guests. Altogether,
Phase I will contain up to 500 residential units, 20% of which will be rental Affordable Housing
Units.

These two towers will flank plazas and courtyards with outdoor seating and dining areas that will
ultimately connect Grand Avenue to Hill Street, and may include a food market, a health club,
bookstore, restaurants, several signature retailers and a series of small shops. Most structures
will be designed with outdoor dining areas, terraces and roof decks that provide views to the
Walt Disney Concert Hall and surrounding areas. The site, which slopes quickly downhill from
Grand Avenue to the east, will allow for a mixture of entertainment, dining and shopping uses to
be spread over several integrated levels as well as create activity along all street edges. Phase I
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of the Project will provide for approximately 1,510 parking spaces including approximately 755
parking spaces for residential owners and renters and residential visitors, and Public Parking of
approximately 755 parking spaces for hotel and retail users will be provided.

Projected Program Example SF Unl;:tf/lg] p?e:ge s
Hotel 315,000 275
Retail 284,000 N/A
Residential 632,937 500
Market Rate - Condos
Tower 1 (above hotel) . 250
Tower 2 (above apartments) 150
Affordable — apartments _
Tower 2__(below condos) ‘ 100
Parking* 1,510
Residential 755
Commercial 755

Phase | Totals . : 1,231,937

* Approximate number of parking spaces

Additional components of the Project to be constructed by Developer concurrently with Phase I
include a 16-acre Civic Park and the installation of Grand Avenue Streetscape and Public Space
Improvements. The design and development of the Civic Park are governed by the Civic Park
Design Agreement and the Civic Park Development Agreement. The proposed Civic Park would
revitalize, expand upon and activate the existing Civic Center Mall through a new design that
would be functional and more easily accessible to the public. The intention of the redesigned
park is to create a great civic gathering place for small to large-scale events a well as for day-to-
day activities. The Civic Park is envisioned as several distinct areas that will be landscaped and
programmed to serve a variety of uses. On the west end across from the Music Center from
Grand Avenue to Hill Street, the Civic Park will be programmed with cultural, arts, and
entertainment events. The existing garage ramps will be redesigned to allow a grand terrace to
connect Grand Avenue to a new great lawn. The center of the Civic Park, from Hill Street to
Broadway, will feature a colorful garden area with both open and intimate spaces. The east end,
from Broadway to Spring Street, will be designed to host civic celebrations and community
activities and complement the western entrance to City Hall. Surface parking currently existing
on the easternmost area of the park would be removed and parking would be re-established on
the lower levels of parking structure below the Court of Flags.

In addition to the Civic Park, streetscape improvements along Grand Avenue and the streets
bordering the development parcels will create an enhanced pedestrian environment and a strong
visual identity to link the various cultural and civic institutions in the area. The intent of the
Grand Avenue Streetscape Program is to redefine the street as a great Los Angeles street, to
reinforce a distinct Grand Avenue, and to re-define the way that Grand Avenue is perceived.
Streetscape improvements will include sidewalk widening (where feasible), additional
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landscaping, paving systems, benches, trash receptacles, street graphics, and distinct street and
walkway lighting. Concurrent with the initial development of the Civic Park and Phase I,
improvements will be made along Grand Avenue adjacent to Parcel Q. Subject to funding
availability in accordance with this Agreement, additional improvements along Grand Avenue,
from Fifth Street to Cesar E. Chavez Avenue, and to the streets adjacent to each development site
may occur in conjunction with each subsequent phase of the project.

B. Phase II (Parcels L and M-2)

The second Phase of the Project will include development of housing on Bunker Hill
Redevelopment Parcels L and M-2, and the airspace over GTK Way between Parcels L and M-2.
Phase II would consist of up to 850 “for sale” condominiums or rental units, 20% of which (or
approximately 170) would be Affordable Housing Units. The housing units would be located in -
the high-rise towers connected by an open space area (vacated airspace over GTK Way). Certain
retail improvements, consisting of up to 101,000 square feet, will be constructed on Grand
Avenue and include a variety of retail, restaurant and/or entertainment uses. Phase IT of the
Project will provide approximately 1,570 parking spaces for residential owners, renters and
visitors, as well as public parking for retail users. Additional Grand Avenue Streetscape and
public improvements will also be included. As previously described, the retail program in Phase
I may be increased pursuant to the Equivalency Program.

xample
Projected Program Example SF  Units/Spaces

Retail 101,000 N/A
Residential ) 829,330 850

Market Rate 680

Affordable 170
Parking* ' ' 1,570

Residential 1,280

Commercial 290
Phase Il Totals 930,330

* Approximate number of parking spaces

The Phase II Improvements shall consist of a minimum of 850,000 square feet of Floor Area.

~C. - Phase I (Parcel W-2) (may include the concurrent development of Parcel W-1, if an
acquisition or ground lease agreement is entered into by Developer)

Phase III of the Project will be constructed on Bunker Hill Redevelopment Parcel W-2 (and may
possibly include W-1) and consist of residential and retail uses or possibly office uses. Phase III
consists of two development options: the Project with Office Building Option and the Project
with Additional Residential Development Option.
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Under the Project with Office Building Option, up to 710 “for sale” condominium and/or rental
residential units, with 20 percent (142) Affordable Housing Units, will be included. The
residential units would surround a retail area of approximately 64,000 square feet of retail,
restaurant, and/or entertainment uses that would be linked to retail space on Phase I (Parcel Q)
by a pedestrian bridge spanning across Olive Street. Subject to and consistent with Section 213
of the DDA, under the Project with Office Building Option, a new Office Building, containing
approximately 681,000 square feet of floor area, may also be developed in this Phase. As
previously described, the retail program in Phase III may be increased pursuant to the
Equivalency Program. Phase III of the Project will provide approximately 1,855 parking spaces
for residential owners, renters and visitors, and public parking for retail users will also be
constructed during this Phase. Phase III will include parking for the County Office Building, if
applicable. ' '

o xample
Projected Program Example SF  Units/Spaces

Retail 64,000 N/A
Office 681,000 N/A
Residential ’ 692,733 710
Market Rate 568
Affordable 142
Subtotal 710
Parking? : 1,855
Residential 1,070
Commerical 785

Phase lll Totals 1,437,733

* Approximate number of parking spaces

In lieu of the Office Building improvements (dependent upon sufficient demand for such space),
additional housing may be developed under the Project with Additional Residential Development
Option. Approximately 600 additional housing units, 20% (120 units) of which would be
Affordable Housing Units, and approximately 320 additional parking spaces may be substituted
and constructed instead of office space. Under the Additional Residential Development Option,
a total of up to 1,310 residential units would be provided, including up to 262 Affordable
Housing Units. As previously described, the retail program may be increased pursuant to the
Equivalency Program.
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Example

Projected Program Example SF Units/Spaces

Retail 64,000 N/A
Office 0 N/A
Residential 1,278,333 1,310
Market Rate 1,048
Affordable 262
Subtotal 1,310
Parking? 2,175
Private 1,971
Public . 204

Phase Ill Totals 1,342,333

* Approximate number of parking spaces

The Phase ITI Improvements (Parcel W-2 only) shall consist of a minimum of 700,000 square
feet of Floor Area and a maximum up to the remaining unused portion of the Maximum
" Development Site Floor Area, including the Office Building, if applicable.

III.  DESIGN GUIDELINES

The following design guidelines, the satisfaction of which will be subject to CRA, or County, as
appropriate, approval, shall apply to the Project; provided, however, that such guidelines will not
apply to the Civic Park, which is subject to a separate design and development process pursuant
to the Civic Park Design Agreement and the Civic Park Development Agreement, and such
~guidelines will not apply to the County Office Building.

A. Ground Floor/Street Level Uses:

" ‘Ground floor design and uses, along with the primary building entrances, must contribute to the
creation and reinforcement of street activity and identity along Upper Grand Avenue, Hope

‘Street, First Street, Olive Street and Hill Street, and recognize and appropriately incorporate the
existing access to the Metro Rail Red Line at First and Hill Streets. With the exception of Parcel
W-2, primary pedestrian entrances and orientation of the Development must be along the Grand
Avenue frontage, and treated as the "front door" of the Project, with appropriate entry plazas and
landscaping located at street level. Appropriate secondary entrances and orientation of the
Development must also be provided along First Street, Hope Street and Olive Street.

Activation of the street frontage and interaction with street activity is a major design
requirement. This may be achieved by incorporating active retail and/or public spaces into the
building design, and with appropriate retail frontage along Grand Avenue and portions of First
Street. Activity generating uses such as retail shops, restaurants, food market, jazz clubs, movie
theaters, bookstores, residential building entries and the like are strongly encouraged.
Community-serving uses such as newsstands, flower shops, gift shops, card shops, food markets,
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drug stores and dry cleaners are also encouraged at the ground level. Professional offices are
permitted above the first floors of buildings.

All publicly accessible space, including sidewalks, building lobbies, gardens and plaza areas,
must be attractively landscaped, and designed and finished with high quality materials. The
design of Parcels L and M-2 must provide for a connection between the two Parcels over GTK
Way at the Upper Grand Avenue level in order to create a continuous and active streetscape
along Upper Grand Avenue.

B. Consistency with Grand Avenue Master Plan:

Development of the Project must be also consistent with the recently completed Grand Avenue
Master Plan entitled: “Reimagining Grand Avenue.” Concerning the street itself, the plan
envisions widened sidewalks, improved landscape, and amenities including lighting, benches,
kiosks, newsstands, and other streetscape elements. The Plan promotes a consistent approach to
streetscape design along Grand Avenue from Cesar E. Chavez Avenue to Fifth Street. The Plan
also envisions the renovation and extension of the County Mall into a new Civic Park for Los
Angeles. It is imagined that the Civic Park and the new development on Grand Avenue will
attract a regional market and that these two elements will be mutually supportive and
collaborative in the scheduling and creation of events, and in attracting the public to Grand

“ Avenue in-general.

C. Parking and Access:

The Project must provide Municipal Code required parking on site. For residential, retail and
hotel uses, code parking must be provided, including adequate residential guest parking. For
commercial office uses, parking should be provided at the rate of not less than one space for
every 1,000 square feet of development. Given the proximity of public transit to the Project,
reduced parking or shared parking is encouraged, subject to the approval of the City. The City of
Los Angeles Department of Building and Safety will calculate the exact number of required
parking spaces to be provided. Parking must be provided below the elevation of Upper Grand
Avenue. Any visible parking structure is subject to design approval and must be, at a minimum,
screened from public view. Parking and loading access points are prohibited along Upper Grand -
Avenue. They are to be located primarily along GTK Way, Hope Street, Second Street, Olive
Street, or Lower Grand Avenue.

D. Building Materials and Finishes:

Building materials, color and design must be of the quality represented by other major
developments in the area. Materials selected should provide a sense of permanence and an
attractive street level environment. Glazing for street level commercial uses should allow indoor
functions to be visible from the outside. The use of highly reflective or mirrored glass material is
discouraged.

E. Building Height:

The elevation of the uppermost-occupied floor may not exceed 65 stories above the elevation of
Upper Grand Avenue.
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F. Building Setbacks:

Buildings located on Parcels L and M-2 must be setback from the existing east curb line along
Upper Grand Avenue at least 24 feet. This setback may be used for sidewalk cafes and other
street related functions that will provide activity along Upper Grand Avenue. Buildings on
Parcel Q must be setback from the existing curb line a minimum of 15 feet. Setbacks on other
streets shall be sufficient to assure a minimum sidewalk width, after any curb line adjustments
that may be required by the City, as described below in Section L.

G. Building Placement:

Location of tower components on Parcels L and M-2 must be particularly sensitive to their
location adjacent to the Walt Disney Concert Hall. Smaller floor plates are encouraged to offer
opportunities to stagger the placement of the towers on these parcels, thus achieving appropriate
setbacks from the concert hall and, at the same time, maximizing views from residential units.

H. Building Massing: »

The distribution of building mass on Parcel Q must be carefully considered to respect the
prominence of the Walt Disney Concert Hall immediately across the street, as well as the low .
height of the Colburn School immediately to the south. Ideally, two towers will be built on
Parcel Q, dllowing for a segregation of office and hotel and/or residential uses as well as a
distribution of building mass. Entertainment and retail uses should be located on the lower levels
of both towers, and provide easy access to the street level.

I Lighting:

Nighttime lighting of building tops, entrances, and other architectural features is encouraged,
except where such lighting would be disruptive to or incompatible with adjacent residential
developments. Pedestrian paths and public spaces should be lighted in a manner that results in a
natural color spectrum while meeting energy conservation standards while providing a sense of
security. Nighttime lighting in public areas must be adequate to meet security needs but should
be shielded or diffused and not so harsh as to create unnecessary glare or dissipation into the

night sky. |
L. Landscaping:

All publicly accessible spaces, including sidewalks, lobbies, entrance areas, and residential plaza
spaces, shall be attractively landscaped or finished in high-quality materials. Street trees and
other landscaping shall be provided within public sidewalks in a manner and quality consistent
with City streetscape standards and with the streetscape guidelines proposed in the Grand
Avenue Master Plan. :

K. Signage:

The size, color, lighting, and design of all exterior signs are subject to approval. All signage must
conform to the CRA Skyline Signage Policy and the Bunker Hill Design for Development
regarding signage.
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L. Sidewalk Standards:

Developer shall construct and/or improve all sidewalks adjoining the Development Site.
Minimum sidewalk widths, setbacks, and build-to lines for all public streets affected by the
Project must conform to the Grand Avenue Master Plan and the CRA’s Master Plan of
Downtown Street Widths. Specifically, minimum sidewalk widths will be 15 feet along Upper
Grand Avenue and First Street, Olive, Hill and Hope Streets, and 10 feet along GTK Way. The
sidewalk on Second Street, which is not indicated in the Master Plan of Downtown Street
Widths, will have a minimum width of 12 feet. Some or all of this 12-foot minimum-width may
be a pedestrian arcade. Streetscape elements (paving, lighting, landscape, etc.) must conform to
the Grand Avenue Master Plan.

M. Security:

The design of the Project must be responsive to the security needs of tenants, visitors, and
patrons. Buildings must incorporate lighting that reinforces entrances, provides a safe level of
illumination and is compatible with the design of the building facades.

N. Energy:

The Project must be designed efficiently to minimize the energy required to heat, cool, and light
the Project over its lifetime. The Project must comply with the State of California Energy
Conservation standards and, to the extent feasible, seek to exceed such standards through the use
of state-of-the-art energy-conscious design practices. Additional measures may include, but not
be limited to, building placement and orientation, architectural features, open spaces,
landscaping, mechanical and operational measures.

0. Sohd Waste Management:

The Project must include a coordinated resource conservation and recycling program, designed
to reduce the amount of solid waste materials going to local landfills. During Project
construction, measures for maximizing the recycling of construction debris must be incorporated,
including a layout for source separation of materials and recycling bins and the utilization of
contractor(s) specializing in demolition and construction waste management. Trash compactor
facilities must be provided in all residential units, where feasible, and recycling bins and chutes
must be provided at appropriate locations within the Project to promote the recycling of paper,
glass, metal and other recyclable materials.

P. Sustainable Development:

The proposed development must incorporate “sustainable” building methodologies and
technologies. Sustainable technologies and methodologies could include, but are not limited to,
the conservation of water through the use of water saving fixtures, drought resistant plants to
reduce the amount of watering, installation of double pane windows, installation of 1.5 gallon
toilets in each dwelling unit, insulation on hot water piping at exposed areas, and the use of
forced heating systems as established by the California State Title 24 energy efficiency
guidelines.
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ATTACHMENT 1 TO EXHIBIT “A”

ALL PARCELS

CONCEPTUAL PLAN

Attachment 1-1
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ATTACHMENT 2 TO EXHIBIT “A”

CONCEPTUAL PLAN -PARCELS L, M-2, Q, W-1 AND W-2
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ATTACHMENT 3 TO EXHIBIT “A”

CONCEPTUAL PLAN —-CIVIC PARK
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ATTACHMENT 4 TO EXHIBIT “A”

EQUIVALENCY PROGRAM CHART
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EXHIBIT “B”

DEVELOPMENT SITE MAP
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EXHIBIT “C”

SCHEDULE OF PERFORMANCE

Submission - Designation of Art Consultant. | Complete.
Developer shall submit the name of its

proposed art consultant for Authority

approval pursuant to Authority's Art Policy.

Review and Approval — Art Consultant. Complete.

Authority shall consider and approve or reject
the proposed art consultant.

CRA Preconstruction Meeting. Developer
shall meet with the CRA’s Office Of Contract
Compliance as required by Section 703(3) of
the DDA.

At least sixty (60) days prior to
commencement of grading.

Submission — Community Outreach Plan.
Developer shall submit the Community

| Outreach Plan required by Section 703(3) of
the DDA to the CRA Chief Executive Officer
or his/her designee.

At least thirty (30) days prior to
commencement of grading.

Review and Approval — Community Qutreach
Plan. The CRA shall approve or disapprove
the Community Outreach Plan.

Within thirty (30) days after receipt by the
CRA.

PHASE I IMPROVEMENTS

Submission — Schematic Design Drawings.
Developer shall prepare and submit to
Authority its Schematic Design Drawings for
the Phase I Improvements: the Retail
Improvements, the Hotel Improvements, and
the Residential Improvements.

Within thirty (30) days following the
Effective Date of the DDA.

Review and Approval — Schematic Design
Drawings. Authority, CRA and the County
shall review and approve the Schematic
Design Drawings as provided in Section 405
of the DDA.

Within sixty (60) days after receipt of the
Schematic Design Drawings by Authority.
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Complétion - Entitlements. Developer shall
have obtained all requisite Entitlements for
the Phase I Improvements.

No later than the first anniversary of the
Effective Date; provided, however that
Developer's obligation to comply with this
date shall be subject to any unusual delays on
behalf of the City in processing the
Entitlements and any challenges to the
Entitlements.

Submission — Design Development Drawings
and Preliminary Landscape Plans. Developer
shall prepare and submit to Authority Design
Development Drawings and Preliminary
Landscape Plans for the Phase I
Improvements.

Within one hundred twenty (120) days after
receipt of Authority approval of the
Schematic Design Drawings.

Review and Approval- Design Development
Drawings. Authority shall review and
approve the Design Development Drawings
and Preliminary Landscape Plans as provided
in Section 405 of the DDA.

Within forty-five (45) days after receipt of the
submission by Authority.

Submission — Concept Art Plan. Developer
shall prepare and submit to Authority its
Concept Art Plan for Phase I Improvements.

Concurrently with submittal to the Authority
of the Design Development Drawings for the
Phase I Improvements.

Review and Approval — Concept Art Plan.
Authority shall review the Concept Art Plan
| for Phase I.Improvements.

Within forty-five (45) days after receipt by
Authority.

Submission — 80% Construction Documents
and Final Landscape Plans. Developer shall
submit 80% Construction Documents (80%
complete set of plans and specifications
sufficient for issuance of building permits)
and Final Landscape Plans for the Phase I
Improvements, including the Retail
Improvements, the Hotel Improvements, and
the Residential Improvements.

Within one hundred eighty (180) days after
Developer’s submittal of Design
Development Drawings for the relevant
Improvements.

[dih:djh/IDOCS2_124972_20 (2).DOC/1/31/074282.001]
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Review and Approval — 80% Construction
Documents and Landscape Plans.

Authority shall review and approve the 80%
Construction Documents and Landscape
Plans as provided in Section 405 of the
DDA.

The parties acknowledge that Developer may
proceed with demolition, foundation and
grading activities in accordance with City-
issued permits, prior to the approval by
Authority of 80% Construction Documents
for the Phase I Improvements.

Within forty-five (45) days after receipt by
Authority.

Orientation. Developer shall coordinate a
preconstruction orientation meeting with
Developer's general contractors and
Authority.

Prior to commencement of grading activities
in connection with the Phase I Improvements.

Construction Sign. Developer shall cause to
be erected on the Phase I Parcel a
construction sign describing the development
and the participants in accordance with
Authority specifications.

No later than thirty (30) days prior to start of
construction.

Submission — Final Art Budget. Developer
shall submit a final Art Budget for the Phase I
Improvements.

The date on which Developer has obtained all
necessary permits required for the
construction of the Phase I Improvements.

Submission — Final Construction Documents.
Developer shall submit Final Construction
Documents for the Phase I Improvements.

Within one hundred twenty (120) days after
Developer’s submittal of the 80%
Construction Documents for the Phase I
Improvements.

Review and Approval — Final Construction
Documents. Authority shall review and
approve the Final Construction Documents.

Within forty-five (45) days after receipt by
Authority.

Submission - Proposed Construction Budget.
Developer shall provide Authority with a

Within sixty (60) days after Authority
approval of Final Construction Documents for

proposed construction budget pursuant to the Phase I Improvements.
Section 408(1) with respect to the Phase I

Improvements.
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Review and Approval - Final Construction
Budget. Authority shall approve or
disapprove, as set forth in Section 408(1), the
proposed construction budget for the Phase I
Improvements, which shall then become the
Final Construction Budget for such
Improvements.

Within forty-five (45) days after receipt by
Authority.

Commencement of Construction. The
Commencement of Construction of the Phase
I Improvements shall have occurred.

October 1, 2007.

Completion of Construction. Developer shall
submit certificate of substantial completion

_| from Developer's Architect, with respect to
the Phase I Improvements.

Within forty-five (45) months after the
Commencement of Construction of the Phase

I Improvements, but no later than June 30,
2011.

Final Inspection. Authority shall conduct a
final inspection of all improvements.

Within thirty (30) days after request by
Developer, as applicable.

Issuance of Authority Certificate (or Partial
Certificate) of Completion. Authority shall
issue in recordable form the Certificate of
Completion (or Partial Certificate of
Completion, as appropriate).

Within forty-five (45) days after receipt by
Authority of Developer's written request,
provided all requirements for issuance have
been satisfied.

Architect’s Assignment. Developer shall
| execute and deliver the Architect’s
Assignment with respect to the Phase 1
Improvements to the Authority and the

| County.

Notwithstanding the foregoing, Developer
shall not be in breach of its obligations
hereunder if Developer is unable to comply
with the provisions of this Paragraph due to
Developer’s contractual obligations with
Gehry Partners and Frank Gehry.

Within forty-five (45) days after the issuance
of the final Certificate of Occupancy by the
City.

[djh:djh/IDOCS2_124972_20 (2).DOC/1/31/074282.001]
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PHASE II IMPROVEMENTS

Submission — Schematic Design Drawings.
Developer shall prepare and submit to
Authority its Schematic Design Drawings for
the Phase II Improvements.

At least 18 months prior to the required start
of construction of Phase II.

Review and Approval — Schematic Design
Drawings. Authority, CRA and the County
shall review and approve the Schematic
Design Drawings as provided in Section 405
of the DDA.

Within sixty (60) days after receipt of the
Schematic Design Drawings by Authority.

Submission — Design Development Drawings
and Preliminary Landscape Plans. Developer
shall prepare and submit to Authority Design
Development Drawings and Preliminary
Landscape Plans for the Phase II
Improvements.

Within one hundred twenty (120) days after
receipt of Authority approval of the
Schematic Design Drawings.

Review and Approval- Design Development
Drawings. Authority shall review and
approve the Design Development Drawings
and Preliminary Landscape Plans as provided
in Section 405 of the DDA.

Within forty-five (45) days after receipt of the
submission by Authority.

-{ Submission — 80% Construction Documents

and Final Landscape Plans. Developer shall
submit 80% Construction Documents (80%
complete set of plans and specifications
sufficient for issuance of building permits)
and Final Landscape Plans for the Phase II
Improvements.

Within one hundred eighty (180) days after
Developer’s submittal of Design
Development Drawings for the relevant
Improvements.

[djh:djh/IDOCS2_124972_20 (2).DOC/1/31/074282.001]
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Review and Approval — 80% Construction
Documents and Landscape Plans.

Authority shall review and approve the 80%
Construction Documents and Landscape
Plans as provided in Section 405 of the DDA.

The parties acknowledge that Developer may
proceed with demolition, foundation and
grading activities in accordance with City-
issued permits, prior to the approval by
Authority of 80% Construction Documents
for the Phase II Improvements.

Within forty-five (45) days after receipt by
Authority.

Orientation. Developer shall coordinate a
preconstruction orientation meeting with
Developer's general contractors and
Authority.

Prior to commencement of grading activities
in connection with the Phase II
Improvements.

Submission — Final Art Budget. Developer
shall submit a final Art Budget for the Phase
IT Improvements.

The date on which Developer has obtained all
necessary permits required for the
construction of the Phase II Improvements.

Submission — Final Construction Documents.
Developer shall submit Final Construction
Documents for the Phase II Improvements.

Within one hundred twenty (120) days after
Developer’s submittal of the 80%
Construction Documents for the Phase II
Improvements.

Review and Approval — Final Construction
Documents. - Authority shall review and
approve the Final Construction Documents.

Within forty-five (45) days after receipt by
Authority.

Submission - Proposed Construction Budget.
Developer shall provide Authority with a
proposed construction budget pursuant to
Section 408(2) with respect to the Phase II
Improvements.

Within thirty (30) days after Authority
approval of Final Construction Documents for
the Phase II Improvements.

Review and Approval - Final Construction
Budget. Authority shall approve or
disapprove, as set forth in Section 408(2), the
proposed construction budget for the Phase II
Improvements, which shall then become the
Final Construction Budget for such
Improvements.

Within forty-five (45) days after receipt by
Authority.

[d5h:diVIDOCS2_124972_20 (2).DOC/1/31/074282.001]
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Commencement of Construction. The
Commencement of Construction of the Phase
IT Improvements shall have occurred.

Within 15 months after paying the Leasehold
Acquisition Fee for Phase II (“Phase II
Outside Construction Start Date”).

Completion of Construction. Developer shall
submit certificate of substantial completion
from Developer's Architect, with respect to
the Phase II Improvements.

Within approximately 45 months after
commencement of work.

Final Inspection. Authority shall conduct a
final inspection of all improvements.

Within forty-five (45) days after request by
Developer, as applicable.

Issuance of Authority Certificate (or Partial-
Certificate) of Completion. Authority shall
issue in recordable form the Certificate of
Completion (or Partial Certificate of
Completion, as appropriate).

Within forty-five (45) days after receipt by

| Authority of Developer's written request,.

provided all requirements for issuance have
been satisfied.

Architect’s Assignment. Developer shall
-execute and deliver the Architect’s
Assignment with respect to the Phase II
Improvements to the Authority and the CRA.

Notwithstanding the foregoing, Developer
shall not be in breach of its obligations
hereunder if Developer is unable to comply
with the provisions of this Paragraph due to
Developer’s contractual obligations with
Gehry Partners and Frank Gehry.

Within thirty (30) days after the issuance of
the final Certificate of Occupancy by the City
of Los Angeles.

PHASE III IMPROVEMENTS

Submission — Schematic Design Drawings.
Developer shall prepare and submit to

- Authority its Schematic Design Drawings for
the Phase III Improvements.

At least 18 months prior to the required start
of construction of Phase III.

Review and Approval — Schematic Design
Drawings. Authority, CRA and the County
shall review and approve the Schematic
Design Drawings as provided in Section 405
of the DDA.

Within sixty (60) days after receipt of the
Schematic Design Drawings by Authority.
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Submission — Design Development Drawings
and Preliminary Landscape Plans. Developer
shall prepare and submit to Authority Design
Development Drawings and Preliminary
Landscape Plans for the Phase III
Improvements.

Within one hundred twenty (120) days after
receipt of Authority approval of the
Schematic Design Drawings.

Review and Approval- Design Development
Drawings. Authority shall review and
approve the Design Development Drawings
and Preliminary Landscape Plans as provided
in Section 405 of the DDA.

Within forty-five (45) days after receipt of the
submission by Authority.

Submission — 80% Construction Documents
and Final L andscape Plans. Developer shall
submit 80% Construction Documents (80%
complete set of plans and specifications
sufficient for issuance of building permits)
and Final Landscape Plans for the Phase III
Improvements.

Within one hundred eighty (180) days after

Developer’s submittal of Design
Development Drawings for the relevant:
Improvements.

Review and Approval — 80% Construction
Documents and Landscape Plans.

Authority shall review and approve the 80%
Construction Documents and Landscape
Plans as provided in Section 405 of the DDA.

The parties acknowledge that Developer may
proceed with demolition, foundation and
grading activities in accordance with City-
issued permits, prior to the approval by
Authority of 80% Construction Documents
for the Phase III Improvements.

Within forty-five (45) days after receipt by
Authority.

Orientation. Developer shall coordinate a
preconstruction orientation meeting with
Developer's general contractors and
Authority.

Prior to commencement of grading activities
in connection with the Phase III
Improvements.

Submission — Final Art Budget. Developer
shall submit a final Art Budget for the Phase
III Improvements.

The date on which Developer has obtained all
necessary permits required for the
construction of the Phase III Improvements.

[dh:dih/IDOCS2_124972_20 (2).DOC/1/31/074282.001]
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Submission — Final Construction Documents.
Developer shall submit Final Construction
Documents for the Phase III Improvements.

Within one hundred twenty (120) days after
Developer’s submittal of the 80%
Construction Documents for the Phase III
Improvements.

Review and Approval — Final Construction
Documents. Authority shall review and
approve the Final Construction Documents.

Within forty-five (45) days after receipt by
Authority.

Submission - Proposed Construction Budget.
Developer shall provide Authority with a
proposed construction budget pursuant to
Section 408(3) with respect to the Phase III
Improvements. ' : :

Within thirty (30) days after Authority
approval of Final Construction Documents for
the Phase III Improvements.

Review and Approval - Final Construction
Budget. Authority shall approve or
disapprove, as set forth in Section 408(3), the
proposed construction budget for the Phase Il
Improvements, which shall then become the
Final Construction Budget for such
Improvements.

Within forty-five (45) days after receipt by
Authority.

Commencement of Construction. The
Commencement of Construction of the Phase
III Improvements shall have occurred.

Within 24 months after paying the Leasehold
Acquisition Fee for Phase IIT (“Phase III
Outside Construction Start Date”).

Completion of Construction. Developer shall
submit certificate of substantial completion
from Developer's Architect, with respect to
the Phase III Improvements.

Within approximately 45 months after
Commencement of Construction of the Phase
III Improvements.

Final Inspection. Authority shall conduct a
final inspection of all improvements.

Within forty-five (45) days after request by
Developer, as applicable.

Issuance of Authority Certificate (or Partial
Certificate) of Completion. Authority shall
issue in recordable form the Certificate of
Completion (or Partial Certificate of
Completion, as appropriate).

Within forty-five (45) days after receipt by
Authority of Developer's written request,
provided all requirements for issuance have
been satisfied.

[djh:djh/IDOCS2_124972_20 (2).DOC/1/31/074282.001]
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Architect’s Assignment. Developer shall
execute and deliver the Architect’s
Assignment with respect to the Phase III
Improvements to the Authority and the
County.

Notwithstanding the foregoing, Developer
shall not be in breach of its obligations
hereunder if Developer is unable to comply
with the provisions of this Paragraph due to
Developer’s contractual obligations with
Gehry Partners and Frank Gehry.

Within thirty (30) days after the issuance of
the final Certificate of Occupancy by the City
of Los Angeles.
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EXHIBIT “D”

LEGAL DESCRIPTIONS

L.egal Description of Development Site:

Phase I Parcel:

Lot 1 of Tract No. 28761, in the City of Los Angeles, County of Loz Angeles, State of
California, as per map filed in Book 926, Pages 5 through 8, inclusive, of Maps, records
of gadel County,

Excepting therefrom that portion of said Lot 1 described as “Parcel 1, Easernent for Street
Right of Way Porposes, Upper 2 Street” a5 per the document recorded Aupust 5, 2004
s Instrument No. 04-2017965, Official Recordz of said Connty.

Phase II Parcels:

Real propesty in the Gty of Los fingeles, County of Los Angeles, Skate of Callfumll, desaibed as
- Tollowe: .

PARCEE 1:

LOT 1 OF TRACT MO, 30780, 1N THE CITY OF LOS ANGELES, COUNTY OF LDS ANGELES, STATE
OF CALTFORNES, AS FER MAP RECORDED IN BOOK 912, PAGES 3% THROUGH 45 INCLUSIVE GF
BAPS, INTHE OFFICE OF THE COUNTY RECORUER OF SAID COUNTY.

EXCEPT THAT PORTION OF LOT 1 OF TRACT NO. 30780, IN THE CITY OF LOS ANGELES,
COUNTY DOF £D5 ANEELES, STATE OF CALIFORNER, &S PER MAP RECORDED B4 BOOK 912,
PAGES 32 THROUGH 45 TNCLUSIVE OF MAPS, IN THE OFFICE OF THE COUNTY RECORDER QF'
SAID COUNTY, D&R‘JBED‘ ﬁS FOEHLOWS:

BEGTNHINGG AT THE MOST SCUTHERLY CORNER OF SAID LOT 1 OF TRACT NO. SB780, SAID
PCINT BEING THE INTERSECTION OF THE WESTERDY RIGHT-DF-WAY, OF GRAND AVEMUE {84
FEET WILE} ANG THE NORTHERLY RIGHT-DF-VELY GF 38D STREET {20 FEET WIDE), SAI0
PCANT BEING THE TRUE POINT OF BEGIMMING OF THIS DESCRIPTION; THENCE ALONGS THE
SOUTHEAST LIAE OF SMD-LOT NORTH 37° 45 07° EAST 189,72 FEET: THENCE NORTH 52 15°
10" WEST 153.38 FEET; THENCE NORTH 52° 23 22" WEST 151.94 FEET TO A POINT ON THE
MORTHWEST LINE OF SAID LOT 1; THENCE ALDNG THE NORTHWEST LINE OF SAID LOT,
SOUTH 37° 35 28° WEST 165.21 FEET T2 THE BEGINEMG OF A TANGENT CURVE CONCAVE
EASTERLY HAVING A RADIUS OF 20.00 FEET; THENCE SOUTHERLY ALONG SATD CURVE
THROUGH & CENTRAL ANGLE OF 90° 04 50° AN ARC CESTANCE OF 31.43 FEET TO A POINT ON
THE SOUTHWEST LIME OF SARD LOT 1; THENMCE ALONS THE SCUTHWEST LINE OF SAID LOT,
SOUTH 527 2% 27° EAST, 131,81 FEET; THENCE COMTENUING ALONGS THE SOUTHWEST LINE
OF SAHD LOTF, SOUTH 52° 15 197 EAST, 163.13 FEET TO'THE TRUE PORNT OF SEGINNING.

A5G EXCEPT THEREFROM ALl O, GAS, MINERALS AND GTHER HYDROCARBON SHBSTANCES
BN AND UMNDER SATD LAND WITHOUT THE RISHT OF SURFACE ENTRY FHEREON AS RESERVED
B VARIDUS DEEDS OF RECORD, AMONG THEM BEING THAT DEED RECORDED OCTUBER 25,
1961 184 BOOK D356 PAGE 455, OFFICEAL RECORIS.
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PARCEE 2:

LOT 2, OF TRACT MO. 30778, IN THE CITY OF LOS ANGELES, COUNTY OF LOG ANGELES, SEATE
OF CALTFORMES, A5 PER MAP RECORDED I BOOK BEZ PRGES 16 TG 20 INCLUSHVE OF BaPS,
BN THE OFFICE OF THE COUNEY RBOORGER OF SAID COUNTY.

EXCEFT THEREFROM FROM A PORTION GF SATD EANE, ALt OB, GAS AND MINERAE
SLIBETANCES TOGETHER WITH THE RIGHT TO BXTRACT SHCH SUBSTANCES PROVIDED THAT
THE SURFACE OPEMING OF ANY WELL, HOLE, SHAFT, OR OTHER MEANS OF REACHING DR
REMOVING SUCH SUBSTANCES SHALL NOT 8E LGCATED VWITHIN THE BUNKER HilL URBAN
RENEWAL PROJECT AREA, AS RECOREBED IN BOOK M-33% PAGE 105, OFFICIAL RBCORDS, AND
SHALL MOE PENETRATE &MY PART OR PORTION OF SAID PROJECT AREA WITHIN 500 FEET OF
THE SURFACE THEREOF &5 PROVIDED IN DEED RECORDED MAY 15, 1957 IN BODOK 511

PBGE 5, OFFICTAL RECORDS, AND FN DEED RECORD@ SEPTEMBER 25, 12361, AS INSTRUMENT
MO, 1592, GFFICIAL RECORDS.

ALS0 EXCEPTING THEREFROM, FROM A PORTION OF SAID LAND, A1 OIL, GAS AND MINERSL
SUBSTANCES TOGETHER WITH THE RIGHT TG BXTRACT S30H SUBSTANCES PROVIDED THAT
THE SLRFACE OPENING OF AMY WELL, HOLE, SHAFT, DR OTHER MEANS OF REACHING OR
REMOVENG SUCH SUBSTANCES SHALL NOT 8E LOCATED AWITHIN THE BUMKER Hitl URBAN
RENEWWAL FROIECT ARES, A5 RECORDED 1IN BOOK M-335 PAGE 106, OFFICTAL RECORDS, AND
SHALL NOIT PENETRATE ANY PART OR PORTION OF SAID PROJECT AREA WITHIN 500 FEET OF
THE SURFACE THEREOF, RESERVED BY MARIE MELSOHN, A MARRIED WOMAN, IN DEED
RECORDED MEY 12, 1961 AS INSTRUMENT NOL 1809, OFFICIAL RECORDS.

#1 50 EXCERTING FROM A FORTION mFsmn u\m AR OFL, GAS AND MINERAL SiJBSTﬁHCE
TOGETHER WITH THE REGHT TO EXTRACT SUCH SUBSTANCES PROVIDIED THAT THE SURFACE
OPENING OF ABNY WELL, HOLE, SHAFT, OR OTHER MEANS OF REACHING OR REMOVENG SUCH
SUBSTANCES SHALL MOT BE LOTATED WITHIN THE BURKER HILL URBAN RENEWAL PROJECT
ARES, AS RECORDED I BOOK M-335 PAGE 106, OFFICIAL RECORDS, AND SHALL NOT
PENETRATE ANY PART OR PORTION OF SAID PROJECT AREA WETHIN 500 FEET GF THE
SLRFACE THEREDF, RESERVED BY EUVERNE C. BEMIS AND IMGRID A, BEMIS, HUISBAMD AND
WIFE, B DEED RECORDED JUME 21, 1961, AS INSTE{LIMEN'{ WO, 1824, OFFICIAL RECORDS.

ALS0 EXCEPT THEREFROM FROM & PORTION OF SATE LAND, ALE DR, GAS AND MINERAL
SUBSTANCES TOGETHER WITH THE RIGHT TO EXTRACT SUCH SUBSTANCES FROVIDED THAT
THE SURFACE OPENING DF ANY WELL, HOLE, SHAFT, OR OTHER MEANS OF REACHING OR
REMOWING SUCH SUBSTAMCES SHALE NOT BE LOCATED WA THIN BUNKER HILI RENEWAL
PROGECT AREA; AS REODRDED IN BDOK M-335 PAGE 106, OFFICTAL RECORDS, AND SHAY
HOT PENETRATE ANY PART DR PORTION OF SATD PROIECT AREA WITHIN 500 FEET OF THE
SURFA&CE THERDOF, RESERVED BY BUNKER HILL TMPROVEMENT COMPANY, A PARTHNERSHIP,
B DEED RECORDED: BLRIUST 11, 1951, AS INSTRUMENT NO. 1968, OFFICIAL REQORDE.

&150 EXCEPT THEREFROM FROM A FORTION OF SATDY 1AND, ALL OHL, GAS AND MINERAL
SUBSTANCES TOGETHER WITH THE RIGHT TO BEXTRALCT SUCH SUBSTANCES PROVIDED THAT
THE SURFACE OPEMING OF ANY WELL, HGLE, SHAFT, DR OTHER MEANG OF REACHING OR
REMOWENG SUCH SUBSTANCES SHALL NOT BE hOCATED WITHIN THE BUNKER HItL URBAN
REMEWAL PROJECT ARES, AS RECORDED TR [-335 PAGE 106, OF OFFICIAL RECORDS,
AND SHALE NOT PEMETRATE ANY PART OR PORTION OF SAID PROJECT AREA WITHEN 500
FEET OF THE SURFACE THEREOF, AS RESERVED BY BESSIE MORRES, A MARRIED WWOMAR, IM
DEED RECORDED AUGUST 21, 1951 A5 INSTRUMENT MO, 1475, OFFICIAL RECORDS,
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BLS0 EXCEPT FROM & FORTION OF SATD EAND, ALE OR, GAS AND MINERAL SUBSTANCES
TOGETHER WITH THE RIGHT TO EXTRACT SUCH SUBSTANCES PROVIDED THAT THE SURFACE
OREMING OF ANY WELL, HOLE, SHAFT OR OTHER MEANS OF REACHING OR REMOWING SUCH
SUBSTANCES SHALE NOT BE EOUATED WITHEY THE BUMKER HILL URBAN RENEVISL PRONECT
AREA, A5 REDORDED IN BOOK M-335 PAGE 106, OFFICIAL RECORDS, AND SHALE NOT
PENETRATE AlY PART OR PORTION OF SAID PROIECT AREA WITHIN 500 FEET QF THE
SURFACE THEREQF, AS RESERVED BY FRITZ HARTZSCH, A& WIDDWER, 1IN DEED RECORDER
JUME 18, 1264, A5 INSTRUMENT NO. 1413, IM BOOK £2514 PAGE 533, OFFICIAL RECORDS.

H50 EXCEFTING FROM A PORTION GF SAI LAND, At DR, GAS, AND PENERAL SUBSTANEES
TOGETHER WITH THE RIGHT TD EXTRACT SUCH SUBSTANCES PROMIDED THAT THE ZURFACE
OFENING OF ANY WELE, HOLE, SHAFT, OR DTHER MEANS OF REACHING OR REMOVING SUCH
SUBSTANCES SHALL NOT BE LOCATED WITHIN THE BUNKER HILL URBAN RENEWSE) PROIECT
AREA, A5 RECORDED 18 BOUK M-335, PAGE 106, OFFICIAL RECORDS ARES, SHALL NOT )
PENETRATE ANY PART OF SAID PROJIECT AREA WITHIN 500 FEET OF THE SURFALE THEREQF,
A5 RESERVED 1M DEED RECORDED JULY 26, 1963 A5 INSTRUMENT NOG. 1975 BN BODK 02119
PAGE 177, OFFICIAL RECDRDS.

ALS0 EXCEPT FROM A PORTION OF SAID LAND, ALE OIL, GAS AND MINERAL SUBSTANCES
TOGETHER WITH THE RIGHT. TO EXTRACT SUCH SUBSTANCES PROVIDED THAT THE SURFACE
DPENING OF ANY WELE, HOLE, SHAFT OR OTHER MEANS OF REACHING OR REMOVING 5UCH
SUBSTANCES SHALL HOT BE LOCATED WITHEN THE BUNKER HILL URBAN RENEWAL PROJECT
ARER, AS RECORDED TN BODK M-335 PAGE 106, OFFICEAL RECORDS, AND SHALL NOT
PENETRATE ANY PART OR PORTION OF SATD PROJECT AREA WITHIN 500 FEET OF THE
SURFACE THEREOF, AS RESERVED IN FAVOR OF JOHN H, DICKSOW, A SINGLE MAN, IN A
DECREE DF CONDEMNATION, / CERTIFIED DOPY OF WHICH WAS RECORDED MARCH S, 1965,
1N BDOK D-2822 PAGE 361, AS INSTRUMENT MO, 4502, OFFICIAL RECORDS.

AL50 EXCEPTING FROM A PORTICN OF SATD LAND ALL DR, GAS, MINERAL SUBSTANCES,
TOSETHER WITH THE RIGHT TD EXTRACT SUCH SUBSTANCES, SHAEL NOT BE LOCATED
WITHIN THE BUNKER HILL AREA, AS RECORDED T BOOK M235 PAGE 106, OFFICIAL RECORDS
ANE-SHALL NOT PENETRATE ANY PART OR PFORTION OF SAID PROIECT AREA WITHEN 500
FEET OF THE SURFACE THERECF; AS RESERVED UNTD FRANK W. BABCOCK IN & DECREE OF
CONDEMMATION LOS ANGELES COUNTY, SUPERICR COURT, CASE NO. 838229 A CERTIFIED
COPY OF WHICH WAS RECORDED MAY -‘-} 1965 B BOOK D2892 PAGE 553, AS INSTRUMENT
BO. 4080, OFFICIAL RECORDS.
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PARCEE 3:

LOT 1 GF TRACT RO, 30780 IN THE CITY OF LOS ANGELES, AS PER M&P RECORDELD IN BOOK
512, PAGES 39 THROUGH 45 INCLUSIVE GF MAPS, I THE OFFICE OF THE COUNTY REDORBER
OF SAHD COUNTY.

EXCERT THAT PORTION OF LOT 1 GF TRACT b3, 30780 IM THE CITY OF LOS ARGELES, AS PER
MAP RECORDED 10 BOCK 912, PAGES 39 THROUGH 45 INCLUSIVE OF MARS, IN THE OFFICE OF
THE COUNTY RECORDER OF SAID COUNTY, DESCRIBED AS FOHLOWS:

BEGIMMNING AT THE MOST SOUTHERLY QOARNER OF SAID LOT 1 OF TRACT NO. 306780, SAID
PQINT BEING THE INTERSECTION OF THE WESTERLY RIGHT-OF-WAY, OF GRAND AVENUE (B4
FEET WIDE] AND THE NORTHERLY RIGHT-OF-WAY OF 3RD STREET {80 FEET WIDE), SaID
FOINT BEING THE TRUE POINT OF BEGINMING OF FHIS DESCRIPTION; THENCE ALOMG THE
SOUTHEAST EINE OF SAID LOT, NORTH 37° 45’ 07" EAST 189.22 FEET; THENCE NORTH 52° 15
15" WEST 113.28 FEET; THENCE NORTH 52° 33" 22" WEST 151,94 FEET TO A POINT ON THE
MORTHWEST LINE OF SAD LOT 1; THENCE ALONG THE NORTHWEST LINE OF SAID LOT,
SOUTH 37° 38 287 WEST 169.21 FEET TO THE BEGINNING: OF A TANGENT CURVE CONCARVE
EASTERLY HAVING A RADIUS OF 206.00 FEET; THENCE SOUTHERLY ALONIE SATD CURVE
THROUGH A CENTRAL ANGEE OF 90° 01' 50° AN ARC DISTANCE OF 31.43 FEET TO A POINT ON

“THE SOUTHWEST LINE OF SAID LOT 1; THENCE ALONG THE SOUTHWEST LINE OF SAID LOT,
SOUTH 52° 23 277 BAST, 131.81 FEET; THENCE CONTIMENG ALONG THE SOUTHWEST LINE
OF SAIG LOT, SOUTH 52° 15" 15" EAST, 163.13 FEET T THE TRUE POINT OF BEGINNING.

#1150 EXCEPT THEREFROM AlL OIF, Gﬁ.’S, MINERALS AND OTHER BYDROCARBON SUBSTANCES

. TN AND LRIDER SAHD LAND WITHOUT THE RIGHT OF SURFACE ENTRY THEREOH A5 RESERVED
B VARIOUS DEEDS OF RECORD, AMONG THEM BEING THAT DEED RECORDED OCTOBER 25,
1961 TN BOOK D1398 PAGE 495, OFFICIAL RECORDS.

APM; 5151-004-508 and 5151-015-912

Phase 111 Parcel:

feal pmpa‘sr in the Gty of Los Angeles, County of bos Angsles, Skate of Calrﬁ::rma, described ag
folloses:

{OT 2 OF TRACT MO. 28633, TN THE CITY OF LOS ANGELES, A5 PER MaP RECORDED I BOOK
551 PAGES 13 AND 14 OF MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF 5410

APN: ST40-DI0-994



EXHIBIT “E”

MEMORANDUM OF DDA

RECORDING REQUESTED BY

AND WHEN RECORDED MAIL TO:
The Los Angeles Grand Avenue Authority
445 South Figueroa Street, Suite 3400

Los Angeles, California 90013

Attn:

(Space Above For Recorder's Use)

MEMORANDUM OF DISPOSITION AND DEVELOPMENT AGREEMENT

This MEMORANDUM OF DISPOSITION AND DEVELOPMENT AGREEMENT
("Memorandum") dated as of , 200 _is entered into by and between THE LOS
ANGELES GRAND AVENUE AUTHORITY, a California joint powers authority (the
"Authority"), and GRAND AVENUE L.A., LLC, a Delaware limited liability company (the
"Developer").

WHEREAS, Authority and Developer have entered into that certain Disposition and
Development Agreement ("DDA"™) dated as of , 200 _, which DDA concerns, among
other things, certain real property owned or to be developed by Developer as more particularly
described on Exhibit "1" attached hereto.

WHEREAS, the terms, provisions and covenants of the DDA are incorporated herein by -
reference, and the DDA and this Memorandum shall be deemed to constitute a single instrument
or document.

WHEREAS, except as otherwise provided in the DDA, after the issuance of a Certificate
of Completion for a Phase of the Project, the DDA shall terminate with respect to such Phase,
and neither Developer, Authority, the City, CRA, County, nor any other person shall have any
rights, remedies or controls with respect to such Phase that it would otherwise have or be entitled
to exercise under the DDA as a result of a default in or breach of any provision of the DDA, and
the respective rights and obligations of the parties with reference to such Phase shall be as set
forth in the Ground Lease for the respective Parcel and any recorded covenants or regulatory
agreement concerning such Parcel, which shall be in accordance with the provisions of the DDA.

WHEREAS, this Memorandum is prepared for recordation purposes only, and it in no
way modifies the terms, conditions, provisions and covenants of the DDA. In the event of any
inconsistency between the terms, conditions, provisions and covenants of this Memorandum of
DDA and the DDA, the terms, conditions and covenants of the DDA shall prevail.
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NOW, THEREFORE, Authority and Developer have caused this Memorandum to be
executed and recorded in the Official Records of Los Angeles County to provide constructive
notice of the DDA.

THE LOS ANGELES GRAND AVENUE
AUTHORITY, a California joint powers authority

By:
Name:
Title:

GRAND AVENUE L.A., LLC,
a Delaware limited liability company,

By: THE RELATED COMPANIES, L.P.,
a New York limited partnership,
its Administrative Member

By:  The Related Realty Group, Inc.,
a Delaware corporation,
its sole General Partner

By:
Stephen M. Ross, Chairman and
Chief Executive Officer
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STATE OF )

COUNTY OF )
On , 2006 before me, (here insert name and title of officer), personally
appeared , personally known to me (or proved to me on the

basis of satisfactory evidence) to be the person(s) whose name(s) is/are subscribed to the within
instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or
the entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

(Signature)
STATE OF )
COUNTY OF )
On , 2006 before me, (here insert name and title of officer), personally
appeared , personally known to me (or proved to me on the

basis of satisfactory evidence) to be the person(s) whose name(s) is/are subscribed to the within
instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or
the entity upon behalf of which the person(s) acted, executed the instrument.

'WITNESS my hand and official seal

(Signature)
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. EXHIBIT “F”

SUBORDINATE LIENS

None.
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EXHIBIT "G"

FORM OF GROUND LEASE

See attached.
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GROUND LEASE
GRAND AVENUE PROJECT

PHASE I - PARCEL Q

THIS GROUND LEASE (“Lease”) is dated as of the ______day of
200_, by and between THE LOS ANGELES GRAND AVENUE AUTHORITY, a Cahforma
joint powers authority (“Authority”), as lessor, and GRAND AVENUE L.A., LLC, a Delaware
limited liability company (“Lessee”), as lessee.

WITNESSETH

WHEREAS, Authority and Lessee are parties to that certain Disposition and
Development Agreement of even date herewith (the “DDA”) pertaining to the development of
certain real property adjacent to the Los Angeles downtown Civic Center and Music Center with
retail, hotel, office, and housing (including affordable housing), all with an estimated
development potential of approximately 3,200,000 square feet, together with destination urban
park uses and remaking of Grand Avenue into active and inviting pedestrian uses (collectively,
the “Grand Avenue Project”);

WHEREAS, the County of Los Angles (the “County”) is the fee owner of certain real
property commonly known as “Parcel Q” of the Redevelopment Plan (as more particularly
described on Exhibit “A” attached hereto, the “Premises”) upon which, pursuant to the DDA,
Lessee is to construct a portion of the Grand Avenue Project referred to herein as “Phase I’ or
the “Project;” |

WHEREAS, pursuant to that certain Ground Lease of even date herewith between the
County and The Community Redevelopment Agency of the City of Los Angeles, California (the
“CRA”), the County has leased the Premises to the CRA, and pursuant to that certain Ground
Lease of even date herewith between the CRA and the Authority (the “CRA-Authority Lease”),
the CRA has sub-ground leased the Premises to the Authority;

WHEREAS, pursuant to the DDA, Phase I will include the construction and development
of certain improvements on the Premises (or on adjacent streets), consisting of (i) approximately
250,000 square feet of retail, restaurant and/or entertainment improvements, (ii) a First Class
Hotel (as defined in Section 1.2 below) with approximately 15,000 square feet of meeting space
and up to 275 hotel keys (i.e. separate hotel rooms) located on the lower floors of a high rise
building known as Tower 1, (iii) Affordable Housing Units (as defined in Section 1.2 below)
located on the lower floors of a residential building known as Tower 2, (iv) approximately 250
“for sale” condominium units above the Hotel in Tower 1 and approximately 150 “for sale”
condominium units above the Affordable Housing Units in Tower 2, (v) a Parking Garage (as
defined in Section 1.2 below), (vi) Streetscape Improvements (as defined in Section 1.2 below),
and (vii) Public Space Improvements (as defined in Section 1.2 below) (collectively, the “Initial
Improvements™); and

WHEREAS, in order to effect development of such Initial Improvements, the Authority
desires to sub-sublease to Lessee, and Lessee desires to sub-sublease from the Authority, the
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Premises, subject to the terms and conditions set forth herein.

NOW, THEREFORE, in reliance on the foregoing and in consideration of the mutual
covenants, agreements and conditions set forth herein, and for other good and valuable
_consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereto
and each of them do agree on the following:

1. GENERAL TERMS.

1.1  Lease. For and in consideration of the payment of consideration and the
performance of all the covenants and conditions of this Lease, Authority hereby sub-subleases to
Lessee, and Lessee hereby sub-subleases and hires from Authority, an exclusive right to possess
and use, as sub-subtenant, the Premises for the Term (as defined in Section 2.1 below), upon the
terms and conditions and subject to the requirements set forth herein.

1.1.1 As-Is. Lessee accepts the Premises in their present condition
notwithstanding the fact that there may be certain defects in the Premises, whether or not known
to either party to this Lease, at the time of the Commencement Date (as defined in Section 2.1
below), and Lessee hereby represents that it has performed all investigations necessary, including
without limitation soils and engineering inspections, in connection with its acceptance of the
Premises “AS IS, WHERE IS, AND WITH ALL FAULTS”. Lessee hereby accepts the
Premises on an “AS IS, WHERE IS, AND WITH ALL FAULTS” basis and, except as expressly
set forth in this Lease, Lessee is not relying on any representation or warranty of any kind
whatsoever, express or implied, from Authority or any of the other Governing Entities or their
respective agents or employees, as to any matters concerning the Premises and/or any Existing
Improvements (as defined in Section 2.2 below) located thereon, including without limitation:
(1) the quality, nature, adequacy and physical condition and aspects of the Premises and/or any
Existing Improvements located thereon, including, but not limited to, the structural elements,
foundation, erosion, appurtenances, access, landscaping, parking facilities and the electrical,
mechanical, plumbing, sewage and utility systems, facilities and appliances, including the
presence or absence of any latent or patent condition thereon or therein, and the square footage
of the land and the Existing Improvements, (ii) the quality, nature, adequacy and physical
condition of soils, geology and any groundwater, including any Hazardous Materials (as defined
in Section 1.2 below) thereon or therein; (iii) the existence, quality, nature, adequacy and
physical condition of utilities serving the Premises and/or any Existing Improvements located
thereon, (iv) the development potential of the Premises, and the use, habitability, merchantability
or fitness, or the suitability, value or adequacy of the Premises and/or any Existing
Improvements located thereon for any particular purpose, (v) the zoning or other legal status or
entitlement or lack thereof of the Premises or any other public or private restrictions on use of
the Premises, (vi) the compliance of the Premises and/or any Existing Improvements located
thereon with any applicable Laws (including, without limitation, relevant provisions of the
Americans with Disabilities Act (“ADA”)), (vii) the presence of any underground storage tank or
Hazardous Materials on, under or about the Premises or the adjoining or neighboring property,
(viii) the quality of any labor and materials used in any Existing Improvements, (ix) the
condition of title to the Premises, and (x) the economics of the operation of the Premises and/or
any Existing Improvements located thereon. Lessee waives any right of reimbursement or
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indemnification from Authority for Lessee’s costs related to any physical conditions on the
Premises. This waiver shall survive termination of this Lease.

1.1.2 Title. Authority represents that Authority holds a sub-leasehold interest in
and to the Premises and that Authority has the right to sub-sublease the Premises to Lessee
pursuant to this Lease. Lessee hereby acknowledges the interest of Authority in and to the
Premises, and covenants and agrees never to contest or challenge the extent of said interest,
except as is necessary to ensure that Lessee may occupy the Premises and/or encumber the
leasehold estate pursuant to the terms and conditions of this Lease. The Authority, County, CRA
and Lessee have entered into a Non-disturbance Agreement dated of even date herewith, which
also benefits the Operators under the Operator Ground Leases.

1.1.3 Covenant Not to Encumber Title. Lessee covenants and agrees that it has
no right or power to subject the interest of the Authority, the CRA or the County in the Premises
to any liens arising from or related to Lessee’s interest in, or occupancy, use, or sublease of, the
Premises, including without limitation any lien or mortgage of any Mortgagee or other creditor
of Lessee, including any lender providing financing for all or any portion of the Premises.

1.1.4 Assignment of Authority Assistance. The Authority hereby assigns to
Lessee the Authority Assistance (as defined in Article 3 of the DDA) for Phase I. The DDA
shall govern with respect to the amount of the Authority Assistance for Phase I.

1.2 Defined Terms. As used in this Lease, the following terms shall have the
meanings set forth below:

“Actual Cost” means the reasonable cost and expenses incurred by Authority with
respect to a particular activity or procedure, including without limitation (i) expenditures to third
party legal counsel, financial and other consultants and advisors, and (ii) costs incurred in
connection with appraisals.

“ADA” shall have the meaning set forth in Section 1.1.1.

"Affiliate" means any corporation, partnership, limited liability company or other
organization or entity which is majority-owned and controlled by, controlling or under common
control with (directly or indirectly) Lessee.

“Affordable Housing Units” means (i) rental housing units the rent for which
falls within the allowable maximum rents as calculated and published by the California Tax
Credit Allocation Committee for projects located in Los Angeles, California, for either an
Extremely Low Income Household, a Very Low Income Household or a Lower Income
Household, as applicable, based on household size and household income or (ii) condominium
housing units the monthly housing payments for which do not exceed the maximum monthly
housing payments allowed under the CRA affordable homeownership program for either an
Extremely Low Income Household, a Very Low Income Household or a Lower Income
Household, as applicable, based on household size and household income.

“Alterations” shall have the meaning set forth in Section 5.2.
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“Anchor Tenant” means a major tenant that will (A) attract visitors to the Retail
Improvements, (B) lease and occupy at least 10,000 square feet of GLA in the Retail
Improvements for an initial term of at least fifteen (15) years (provided that in the case of tenants
leasing and occupying space on the third floor of the Retail Improvements in Phase I above the
Grand Avenue level the 10,000 square foot requirement will be reduced to 5,000 square feet),
and (C) pay local sales taxes on their primary sources of revenue; provided, however, that
Anchor Tenants shall not include a health club or a restaurant.

“Anchor Tenant Lease” shall have the meaning set forth in Section 11.3.
“Anchor Tenant NDA” shall have the meaning set forth in Section 11.3

“Applicable Rate” means an annually compounded rate of interest equal to the
lesser of (a) ten percent (10%) per annum or (b) the Reference Rate, as hereinafter defined, plus
three percent (3%) per annum; however, the Applicable Rate shall in no event exceed the
maximum rate of interest which may be charged pursuant to applicable Laws. If the Applicable
Rate as determined by the first sentence of this definition exceeds such maximum rate of interest,
then the Applicable Rate shall be deemed the maximum rate permissible under applicable Laws
notwithstanding the first sentence of this definition.

“Authority” shall have the meaning set forth in the first paragraph of this Lease.
“Authority Indemnified Parties” shall have the meaning set forth in Article 8.
“Award” shall have the meaning set forth in Section 6.1.3.

"Bankruptcy/Dissolution Event" with respect to a person or entity, means the
commencement or occurrence of any of the following with respect to such person or entity: (1) a
case under Title 11 of the U.S. Code, as now constituted or hereafter amended, or under any
other applicable federal or state bankruptcy law or other similar law; (2) the appointment of (or a
proceeding to appoint) a trustee or receiver of any property interest; (3) an attachment, execution
or other judicial seizure of (or a proceeding to attach, execute or seize) a substantial property
interest; (4) an assignment for the benefit of creditors; (5) the taking of, failure to take, or
submission to any action indicating (after reasonable investigation) an inability to meet its
financial obligations as they accrue; or (6) a dissolution or liquidation; provided, however, that
the events described in clauses (1), (2) or (3) shall not be included if the same are (a) involuntary
and not at any time consented to, (b) contested within 30 days of commencement and thereafter
diligently and continuously contested, and (c) dismissed or set aside, as the case may be, within
120 days of commencement.

“CAM Agreement” shall have the meaning set forth in Section 11.4.

“City” means the City of Los Angeles, a charter city and municipal corporation
duly organized and existing under the Constitution and laws of the State of California.

“Commencement Date” shall have the meaning set forth in Section 2.1.

"Commencement of Construction” or “Commence Construction” means that
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the following have occurred as to Phase I: (i) the City has issued Lessee an excavation permit, a
shoring permit, a grading permit and a demolition permit (if applicable), (ii) Lessee has signed
contracts with a general contractor for the demolition (if applicable), grading, excavation and
shoring work, and (iii) Lessee has given the general contractor a notice to proceed and has
caused the general contractor to physically commence demolition (if applicable) of any existing
improvements and grading of the Premises pursuant to the contracts therefor.

“Completion Guaranty” shall have the meaning set forth in Section 2.1.10.
“Component” shall have the meaning set forth in Section 11.3.
“Condemnation” shall have the meaning set forth in Section 6.1.1.

“Condemnor” shall have the meaning set forth in Subsection 6.1.4.

“Condo CC&Rs” shall have the meaning set forth in Section 11.5.

“Control” means the possession, directly or indirectly, of the power to direct or
cause the direction of the management or policies of an entity or person, whether through the
ability to exercise voting power, by contract or otherwise.

“County” means the County of Los Angeles.

“CPI” means the Consumer Price Index--All Urban Consumers for Los Angeles-
Riverside-Orange County, as published from time to time by the United States Department of
Labor or, in the event such index is no longer published or otherwise available, such replacement

index as may be agreed upon by Authority and Lessee.

“CRA” means The Commilnity Redevelopment Agency of the City of Los
Angeles, California, a public body corporate and politic.

“CRA-Authority Lease” shall have the méaning set forth in the third Recital of

this Lease.
“CUIP” shall have the meaning set forth in Section 11.1.1.
“Cure Period” shall have the meaning set forth in Section 13.3.
“Date of Taking” shall have the meaning set forth in Section 6.1.2.
“DDA” shall have the meaning set forth in the first Recital of this Lease.
“Director” shall mean the officer designated by the Authority to administer this
Lease.

“Disqualification Judgment” shall have the meaning set forth in Section 16.14.1.
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“ENR Index”” means the Engineering News Record (ENR) Construction Cost
Index for the Los Angeles Area, or such substitute index as the parties may mutually agree upon
if such index is no longer published or otherwise available.

“Events of Default” shall have the meaning set forth in Section 13.1.
“Excluded Defaults” shall have the meaning set forth in Section 12.3.3.
“Existing Improvements” shall have the meaning set forth in Section 2.2(a).
“Extended Time” shall have the meaning set forth in Section 15.15.
""Extremely Low Income Household" means a household with an adjusted

income that does not exceed thirty five percent (35%) of the Median Income, adjusted for actual
household size.

“Final Plans and Specifications” shall have the meaning set forth in Section
533.

“First Class Hotel” means a hotel operated, furnished, serviced, maintained and
refurbished to the standard of a Four or Five Star Lodging Establishment, as defined and as
determined by the Mobil Travel Guide, or at an equivalent level by an alternative nationally
recognized hotel rating service. '

“Floor Area” shall have the meaning given to such term in Sections 12.21.1-A-5
and 12.21.1-B.4 of the Los Angeles Municipal Code.

“Foreclosure Transfer” shall have the meaning set forth in Section 12.2.1.
“Foreclosure Transferee” shall have the meanings set forth in Section 12.2.1.
“Force Majeure” shall have the meaning set forth in Section 5.10.

“GLA” means the total Floor Area designed for Sublessees’ occupancy and
exclusive use, including any basements, mezzanines, or upper floors, expressed in square feet
and measured in accordance with the then applicable BOMA standard, and if no such standard
exists, the standard then typically used by developers for measuring retail, office, or apartment
floor area in the Los Angeles metropolitan area.

“Governing Entities” means the Authority, the CRA, the County and the City.

“Grand Avenue Project” shall have the meaning set forth in the first Recital of
this Lease.

“Gross Error” shall have the meaning set forth in Section 16.14.3.

“Gross Rents” shall have the meaning set forth in Section 4.2.2.
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“Gross Room Revenues” means the total revenues received from the letting of
rooms in the Hotel and the letting of Hotel banquet facilities (excluding food, beverage and
service revenues).

"Hazardous Materials" shall include without limitation:

(i) Those substances included within the definitions of "hazardous
substances", "Hazardous Materials", "toxic substances", or "solid waste" in the Comprehensive
Environmental Response Compensation and Liability Act of 1980 (42 U.S.C. §§ 9601 et seq.)
("CERCLA"), as amended by Superfund Amendments and Reauthorization Act of 1986 (Pub.
L. 99-499 100 Stat. 1613) ("SARA"), the Resource Conservation and Recovery Act of 1976 (42
U.S.C. §86901 et seq.) ("RCRA"), and the Hazardous Materials Transportation Act, 49 U.S.C.
§§ 1801 et seq., and in the regulations promulgated pursuant to said laws, all as amended;

(i) Those substances listed in the United States Department of Transportation
Table (49 CFR 172.101 and amendments thereto) or by the Environmental Protection Authority
(or any successor Authority) as hazardous substances (40 CFR Part 302 and amendments
thereto);

(iii))  Any material, waste or substance which is (A) petroleum, (B) asbestos,
(C) polychlorinated biphenyls, (D) designated as a "hazardous substance" pursuant to Section
311 of the Clean Water Act, 33 U.S.C. §8§ 1251 et seq. (33 U.S.C. §81321) or listed pursuant to
Section 307 of the Clean Water Act (33 U.S.C. §§ 1317); (E) flammable explosives; or (F)
radioactive materials;

(iv)  Any toxic or hazardous waste, material or substance or any oil or pesticide
listed in, covered by, or regulated pursuant to, any state or local law, ordinance, rule or
regulation applicable to the Premises, as heretofore or hereafter amended; and

) Such other substances, materials and wastes which are or become
regulated as hazardous or toxic under applicable local, state or federal law, or the United States
government, or which are classified as hazardous or toxic under federal, state, or local laws or
regulations.

“Hazardous Materials Laws” means environmental and health and safety laws,
regulations, ordinances, administrative decisions, common law decisions (whether federal, state,
or local) with respect to Hazardous Materials, including those relating to soil and groundwater
conditions.

“Hotel Improvements” or “Hotel” means the portion of the Initial
Improvements which is to be operated as a first class, high quality hotel with guestrooms for
short term, transient occupancies, conference and meeting areas, food service, spa, and other
facilities typically found in an urban, First Class Hotel.

“Hotel Incentive Rent” shall have the meaning set forth in Section 4.2.2(3).
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“Improvements” means all above or below ground buildings, structures, fixtures,
fences, walls, fountains, paving, parking areas, driveways, walkways, plazas, landscaping,
permanently affixed utility systems and other improvements now or hereafter located on the
Premuses.

“Incentive Rent” shall have the meaning set forth in Section 4.2.2.
“Income Approach” shall have the meaning set forth in Section 6.7.1.

“Initial Improvements” shall have the meaning set forth in the fourth Recital of
this Lease.

“Imitiating Party” shall have the meaning set forth in Article 16.

“Institutional Lender” means any Mortgagee that is a commercial bank, savings
bank, savings and loan institution, insurance company, pension fund, investment bank,
opportunity fund, mortgage conduit, real estate investment trust, commercial finance lender or
other similar financial institution that ordinarily engages in the business of making, holding or
servicing commercial real estate loans, including any affiliate thereof, with at least $1 Billion of
assets and at least $500 Million of tangible net worth for a Mortgagee of the Retail
Improvements, Residential Improvements, Parking Garage and/or Hotel Improvements.

“Late Fee” shall have the meaning set forth in Section 4.4.

“Laws” means all procedural and substantive federal, state and local laws,
moratoria, initiatives, referenda, ordinances, rules, regulations, standards, orders and other
governmental requirements (including those relating to the environment, health and safety or
handicapped persons, and those imposed by Authority ), applicable to all or any portion of the
Premises, or the ownership, use, operation, maintenance, sale, lease or other disposition thereof,
or to the development and construction of the Premises and the Improvements, including all
permits, licenses, approvals, entitlements, variances, exemptions, and other governmental
authorizations applicable to the ownership, development, construction, use, operation or
maintenance of all or any portion of the Premises, including any development agreement,
indemnity, surety or performance bond or other similar assurances to governmental agencies in
connection with the obtaining of entitlements and other governmental approvals for the
Premises. The Laws include the Hazardous Materials Laws.

“Lease” shall mean this Ground Lease.

“Lease Consideration” shall have the meaning set forth in Section 4.2.
“Leasehold Acquisition Fee” shall have the meaning set forth in Section 4.2.1.
“Lessee” shall have the meaning set forth in the first paragraph of this Lease.

“Lessee’s Operating Agreement” shall have the meaning set forth in Section
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“Letter of Credit” shall have the meaning set forth in Section 4.2.1.

"Lower Income Household" means a household with an adjusted income that
does not exceed the qualifying limits for lower income families, as established and amended
form time to time, adjusted for actual household size, pursuant to Section 8 of the United States
Housing Act of 1937, and as published by the State of California Department of Housing and
Community Development.

""Median Income' shall mean the median gross yearly income, adjusted for
actual household size, in the Los Angeles PMSA as determined by the U.S. Department of
Housing and Urban Development ("HUD") and as published from time to time by the State of
California Department of Housing and Community Development ("HCD"). In the event that
such income determinations are no longer published, or are not updated for a period of at least
eighteen (18) months, Authority shall provide Lessee with other income determinations which

are reasonably similar with respect to methods of calculation to those previously published by
HUD.

“Minimum Net Worth” shall have the meaning set forth in Section 7.1.1.

“Minimum Required Renovation Amount” shall have the meaning set forth in
Section 5.9.

"Mortgage" means any mortgage, deed of trust, pledge, encumbrance or other
security interest granted to a lender not Affiliated with Lessee, made in good faith and for fair
value, encumbering all or any part of Lessee’s interest in this Lease, the DDA, the Project
~ Documents, the Improvements or the Premises. “Mortgage” shall not include any mortgage, deed
of trust, pledge, encumbrance or other security interest granted to a lender (i) in which Lessee or
an Affiliate:of Lessee has an interest of 20% or more, or (ii) which has an interest of 20% or
more in Lessee or an Affiliate of Lessee.

"Mortgagee" means any mortgagee, beneficiary under any deed of trust, trustee
of any bonds, and, if the Premises is the subject of a sale-leaseback transaction, the person
acquiring fee title to the Premises.

“Net Awards and Payments” shall have the meaning set forth in Section 6.7.

“Notice of Completion” shall have the meaning set forth in Section 5.11.

“Notice of Default” shall have the meaning set forth in Section 13.2.

"Offsite Publicly Owned Improvements" means the public improvements for
areas outside of the Premises that are required to be constructed by Lessee in connection with
Phase I, which are listed on Schedule 3(A) to the DDA.

“Operator” shall have the meaning set forth in Section 11.3.

“Operator Ground Lease” shall have the meaning set forth in Section 11.3.
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"Parking and Hotel Tax Rebates" is defined in Section 15.20.

“Parking Garage” means a subterranean parking facility with parking for
residential owners and renters and Public Parking.

“Partial Taking” shall have the meaning set forth in Section 6.1.6.

“Payment Bond” shall have the meaning set forth in Section 5.4.3(2).

“Performance Bond” shall have the meaning set forth in Section 5.4.3(1).

“Permitted Uses” shall have the meaning set forth in Section 3.1.

“Possession Delivery Date” shall have the meaning set forth in Section 2.1.
“Premises” shall have the meaning set forth in the second Recital of this Lease.
“Prepossession Period” shall have the meaning set forth in Section 2.2(b).

“Project” means the Phase I portion of the Grand Avenue Project contemplated
in the DDA. '

“Project Area” means the Bunker Hill Redevelopment Project Area and the
Central Business District Project Area. '

“Project Documents” shall have the meaning set forth in Section 2.1.2.

“Public Parking” means public parking facilities for retail visitors and the
general public and for Hotel visitors and guests.

“Public Space Improvements” means the improvements to be constructed by
Lessee and owned by the County that are listed on Schedule 3(A) to the DDA and which will be
~located in the Public Spaces.

“Public Spaces” means those portions of the Premises in, on and over which the
County has reserved an easement (pursuant to that certain Ground Lease of even date herewith
between the County and the CRA) on which the Public Space Improvements will be constructed,
together with those portions of the Premises that provide access to the Public Space
Improvements.

“Qualified Developer” shall have the meaning set forth in Section 11.2.
“Qualified Owner” shall have the meaning set forth in Section 11.3.

“Qualifying Sale” shall have the meaning set forth in Section 4.2.2(1).

“Quarterly Report” shall have the meaning set forth in Section 4.2.2(3).
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"Redevelopment Plan" means (i) that certain Redevelopment Plan for the Bunker
Hill Redevelopment Project Area in the City of Los Angeles, State of California, which was
approved and adopted by the City Council by Ordinance No. 113,231 on March 31, 1959;
amended January 12, 1968 by Ordinance No. 135,900; and amended June 25, 1970, by
Ordinance No. 140,662, and (ii) that certain Redevelopment Plan for the Central Business
District Project Area in the City of Los Angeles, State of California, which was approved and
adopted by the City Council by Ordinance No. 147480 on July 18, 1975; amended December 17,
1986; amended December 20, 1994; and amended May 1, 2002 by Ordinance No. 174592.

"Reference Rate" means the prime rate of interest or other equivalent reference
rate from time to time announced by the Bank of America National Trust and Savings
Association (or if Bank of America National Trust and Savings Association ceases to exist or
ceases to announce a prime or reference rate, then the prime or reference rate announced from
time to time by the largest California state chartered bank in terms of assets).

“Related” shall have the meaning set forth in Section 11.1.1.

“Related Key Personnel” means William Witte, Stephen M. Ross and Kenneth A.
Himmel.

"Release" means any spilling, leaking, pumping, pouring, emitting, emptying,
discharging, injecting, escaping, leaching, dumping, or disposing into the environment (including
the abandonment or discarding of barrels, containers, and other closed receptacles containing any
Hazardous Materials).

“Renegotiated Rental Value” means the Incentive Rent that the Premises would
bring, on an absolute net basis, taking into account the Permitted Uses, all relevant and
.applicable Authority policies and all of the other terms, conditions and covenants contained in
this Lease, if the Premises were exposed for lease for a reasonable time on an open and
competitive market to a lessee for the purpose of the Permitted Uses, where Authority and the
respective tenant are dealing at arms length and neither is under abnormal pressure to
consummate the transaction, together with all restrictions, franchise value, earning power and all
other factors and data taken into account in accordance with California law applicable from time
to time to eminent domain proceedings.

“Renovation Standard” shall have the meaning set forth in Section 5.9.
“Reply” shall have the meaning set forth in Section 16.5.

“Residential Condominium Improvements” means the residential
condominium units to be constructed in Phase 1.

“Residential Improvements” means collectively the Residential Condominium
Improvements and the Residential Rental Improvements.

“Residential Incentive Rent” shall have the meaning set forth in Section

4.2.2(D.
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“Residential Rental Improvements” means the residential rental units to be
constructed in Phase 1.

“Responding Party” shall have the meaning set forth in Article 16.

“Retail Improvements” means approximately 250,000 square feet of retail,
restaurant and/or entertainment improvements, including a health/sports club.

“Retail Incentive Rent” shall have the meaning set forth in Section 4.2.2(2).

“RevPar” shall have the meaning set forth in Section 4.2.2(3).

“Section” shall mean a section of this Lease.
“Shall” and “will” are mandatory and the word “may” is permissive.

"Sixty Percent Household" means a household with an adjusted income that does
not exceed sixty percent (60%) of the Median Income, adjusted for actual household size.

"Sixty Percent Household Unit" means an Affordable Housing Unit reserved for
occupancy by a Sixty Percent Household.

“State” means the State of California.
“Statement of Position” shall have the meaning set forth in Section 16.6.
“Streetscape Improvements” means the streetscape improvements, such as

sidewalks, curbs, gutters, street trees and street lighting, to be developed on each street adjacent
to the Premises.

“Subsequent Renovation” shall have the meaning set forth in Section 5.9.
“Subsequent Renovation Plan” shall have the meaning set forth in Section 5.9.

“Sublease” means any lease, license, permit, concession or other interest in the
Premises, or a right to use the Premises or a portion thereof, which is conveyed or granted by
Lessee to a third party, and which constitutes less than the unrestricted conveyance of the entire
Lessee’s interest under this Lease.

“Sublessee” means the person or entity to whom such right to use is conveyed by
a Sublease.

“Temporary Taking” shall have the meaning set forth in Subsection 6.1.7.

“Term” shall have the meaning set forth in Section 2.1.

“Transfer” shall have the meaning set forth in Section 11.1.2(1).

“Total Taking” shall have the meaning set forth in Subsection 6.1.5.
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“Uninsured Loss” shall have the meaning set forth in Section 10.3.

"Very Low Income Household" means a household with an adjusted income that
does not exceed the qualifying limits for very low income households, adjusted for actual
household size, as established and amended from time to time pursuant to Section 8 of the
United States Housing Act of 1937, and as published by the State of California Department of
Housing and Community Development.

"Very Low Income Unit" means an Affordable Housing Unit reserved for
occupancy by a Very Low Income Household.

“Written Appraisal Evidence” shall have the meaning set forth in Section 16.7.

2. TERM.

2.1 Term. The term of this Lease (the “Term’) shall commence upon the full
execution and approval of this Lease and the DDA by the Governing Entities, without litigation
being filed challenging such approvals within the applicable appeal periods under California
Public Resources Code Section 21167 following such approvals, or if such litigation is filed -
within the applicable appeal periods under California Public Resources Code Section 21167,
then upon the resolution of such litigation so that such approvals are effective (the
“Commencement Date”). The Term shall continue until and expire at 11:59 p.m. on the date
which is ninety-nine (99) years less two (2) days from the Commencement Date, unless
terminated sooner in accordance with the provisions of this Lease. Notwithstanding anything to
the contrary set forth in this Lease, if the Commencement Date has not occurred within five (5)-
years after the date hereof, then this Lease shall terminate as of said date. Promptly on request
by either party, the parties shall confirm the Commencement Date and expiration date of this
Lease in a written memorandum that is recorded in the Official Records of Los Angeles County.

~Although the Commencement Date shall have occurred, possession of the Premises shall not be
tendered to Lessee unless and until the date (the “Possession Delivery Date”) that (a) Lessee
satisfies all obligations of Lessee set forth in Sections 2.1.1 through 2.1.13 below, (b) all -
approvals from the Authority, CRA, County and other Governing Entities (as applicable)
described in Sections 2.1.1 through 2.1.13 have been received, and (c) all other conditions to the
Commencement of Construction set forth in Sections 2.1.1 through 2.1.13 have been satisfied. If
the Possession Delivery Date has not occurred within one (1) year after the Commencement
Date, then Authority shall have the right to terminate this Lease by written notice to Lessee at
any time prior to the Possession Delivery Date.

2.1.1 Scope of Development.

The approved Scope of Development for the Project is attached hereto as
Schedule 5.1(A). Any changes to such approved Scope of Development shall be subject to the
review and approval of the Governing Entities, which approval shall not be unreasonably
withheld or delayed. In designing and constructing the Project, Lessee shall cause all subsequent
design documents to be substantially consistent with the approved Scope of Development and
the approved Concept Design Drawings listed on Exhibit “K” to the DDA unless otherwise
approved by the Authority. The Scope of Development establishes the baseline design standards
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from which the Lessee shall prepare all subsequent Project Documents.

2.1.2 Schedule of Performance.

Lessee shall have caused its architect, in collaboration with its public artist or
artists, to prepare Schematic Design Drawings, Design Development Drawings and Final
Construction Documents for the Project, consistent with the Scope of Development including,
without limitation, such drawings as may reasonably be required to show the location, bulk,
height and other principal external features of the Project. In connection with its submittal to the
Authority for its review, Lessee shall have provided to Authority such elevations, sections, plot
plans, specifications, diagrams and other design documents (“Project Documents™) at each of
the stages described herein, as may reasonably be required by the Authority for its review.
Within the times set forth in the Schedule of Performance attached hereto as Schedule 5.1(B),
Lessee shall have submitted all Project Documents to Authority.

2.1.3 Drawings and Related Design Material.

Within the times set forth in the Schedule of Performance, Lessee shall have
submitted to Authority the Project Documents in stages for Authority’s review and approval (if
applicable) as provided in and in compliance with Section 404 of the DDA.

2.1.4 Authority Approval of Plans, Drawings and Related Documents.

Authority shall have reviewed and approved (if applicable) the Project Documents
as provided in and in compliance with Section 405 of the DDA. Any review or approval or
inspections by the Governing Entities is solely for determining if Lessee is properly discharging
its duties and shall not be relied upon by Lessee or any third party as a warranty or representation
by any of the Governing Entities as to the quality or suitability of the design or construction of
the Project.

Lessee shall have, in accordance with the Schedule of Performance, executed and
delivered to Authority the Architect’s Assignment in the form of Exhibit “L” to the DDA.
Notwithstanding the foregoing, Lessee shall not be in breach of this Lease if Lessee is unable to
comply with the provisions of this Paragraph due to Lessee’s contractual obligations with Gehry
Partners and Frank Gehry.

2.1.5 Construction Budget; Construction Financing.

Lessee shall have prepared and submitted to Authority a proposed final
construction budget for the Initial Improvements and Offsite Publicly Owned Improvements and
Authority shall have approved each line item of the proposed budget as provided in and in
compliance with Section 408 of the DDA.

2.1.6 City and Other Governmental Authority Permits.

Lessee shall have secured or caused to be secured any and all permits which may
be required by the City or any other governmental agency regulating construction, development
or work on the Premises, as required for the Commencement of Construction.
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2.1.7 Zoning of the Premises.

Lessee shall have ensured that the zoning of the Premises is such as to permit the
development and use of the Premises in accordance with the provisions of this Lease, as
provided in and in compliance with Section 411 of the DDA.

2.1.8 Insurance.

Lessee shall have submitted evidence of its compliance with Authority’s
insurance requirements, as set forth in Article 9 of this Lease.

2.1.9 Construction Financing.

Lessee shall have submitted to the Authority evidence of a commitment from an
Institutional Lender to provide construction financing for the total cost of the Initial
Improvements (or evidence that Lessee has capital commitments together with such construction
financing sufficient to cover the cost of the construction of the Initial Improvements).

2.1.10 Completion Guaranty.

Lessee shall have delivered to Authority a “Completion Guaranty” as provided
in and in compliance with Section 417 of the DDA.

2.1.11 Completion Bonds.

If required by Section 418 of the DDA, Lessee shall have delivered to Authority
copies of labor and material bonds and payment and performance bonds, as provided in and in
compliance with Section 418 of the DDA.

2.1.12 Prevailing Wages.

Lessee must comply with the CRA’s Prevailing Wage and Equal Opportunity
Standards. Lessee shall pay or cause to be paid to all workers employed in connection with the
construction of the Project , not less than the prevailing rates of wages, as provided in the statutes
applicable to CRA’s public work contracts, including without limitation Sections 33423-33426
of the California Health and Safety Code and Sections 1770-1880 of the California Labor Code,
in accordance with the CRA’s "Policy on Payment of Prevailing Wages By Private Redevelopers
or Owners-Participants” dated February 1986. In addition to any restitution required by the
CRA'’s Policy and/or applicable Law, Lessee or any owner determined by Authority to have
violated any provision of CRA’s Policy on Payment of Prevailing Wages by Private

Redevelopers or Owners-Participants, shall forthwith pay the following as a penalty to the
Authority:

1) Payment of less than prevailing wages: $50 per calendar day, or
portion thereof, for each worker paid less than prevailing wages.

(2)  Failure to provide all reasonably requested records and/or provide
access to job site or workers: $5,000 per day, or portion thereof.
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3) If the construction work covered under this Lease is financed in
whole or in part with assistance provided under a program of the U.S. Department of Housing
and Urban Development or some other source of Federal funding, Lessee shall comply with or
cause its contractor and all subcontractors to comply with the requirements of the Davis-Bacon
Act (40 U.S.C. 276 et seq.) The Davis-Bacon Act requires the payment of wages to all laborers
and mechanics at a rate not less than the minimum wage specified by the Secretary of Labor in
the periodic wage rate determinations as described in the Federal Labor Standards Provisions
(HUD-4010) available from Authority's Compliance Division.

@) Prior to the commencement of grading work in connection with the
construction of the Improvements, and as soon as practicable in accordance with the Schedule of
Performance, Lessee shall contact Authority to schedule a pre-construction orientation meeting
with Lessee and with the general contractor to explain such matters as the specific rates of wages
to be paid to workers in connection with the development of the Project, preconstruction
conference requirements, record keeping and reporting requirements necessary for the evaluation
of Lessee’s compliance with this Section 2.1.12.

(5)  Lessee shall monitor and enforce the prevailing wage requirements
imposed on its contractors and subcontractors, including withholding payments to those
contractors or subcontractors who violate these requirements. In the event that Lessee fails to
monitor or enforce these requirements against any contractor or subcontractor, Lessee shall be
liable for the full amount of any underpayment of wages, plus costs and attorneys' fees, as if
Lessee was the actual employer, and Authority may withhold monies owed to Lessee, may
impose penalties on Lessee in the amounts specified herein, may take action directly against the
contractor or subcontractor as permitted by law, and/or may declare Lessee in default of this
Lease and pursue any of the remedies available under this Lease.

(6) Any contractor or subcontractor who is at the time of bidding
debarred by the Labor Commissioner pursuant to Section 1777.1 of the California Labor Code is
ineligible to bid on the construction of the Improvements or Alterations or to receive any
contract or subcontract for work covered under this Lease. Any contractor or subcontractor who
is at the time of the contract listed in the List of Parties Excluded From Federal Procurement or
Nonprocurement Programs issued by the U.S. General Services Administration pursuant to

Section 3(a) of the Davis-Bacon Act is ineligible to receive a contract for work covered under
this Lease.

(7) By entering into this Lease, Lessee certifies that it is not a person
or firm ineligible to be awarded Government contracts by virtue of Section 3(a) of the Davis-
Bacon Act or 29 CFR 5.12(a)(1) or to be awarded HUD contracts or participate in HUD
programs pursuant to 24 CFR Part 24. Lessee agrees to include, or cause to be included, the
above provision, to be applicable to contractors and subcontractors, in each contract and
subcontract for work covered under this Lease.

®) For the purposes of assuring compliance with the provisions of this
Section 2.1.12, representatives of Authority, the CRA, the City, and the County shall have the
reasonable right of access and inspection, without charges or fees and at normal construction
hours, to any construction trailer located on the Premises where relevant records are kept by
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Lessee or its contractors. The representatives of Authority, CRA or the City shall be those who
are so identified in writing by Authority or its designee. The CRA and the City shall indemnify
and pay for the defense of Lessee and hold it harmless from any damage caused or liability
arising out of this right to access and inspection.

&) Lessee agrees to include, or cause to be included, the requirements
of this Section 2.1.12 in all bid specifications for work covered under this Lease and to be
applicable to all contractors and subcontractors, in each contract and subcontract for work
covered under this Lease.

(10)  Lessee shall indemnify, hold harmless and defend (with counsel
reasonably acceptable to Authority) the Authority Indemnified Parties against any claim for
damages, compensation, fines, penalties or other amounts arising out of the failure or alleged
failure of any person or entity (including Lessee, its contractor and subcontractors) to pay
prevailing wages as determined pursuant to Labor Code Sections 1720 et seq. and implementing -
regulation or comply with the other applicable provisions of Labor Code Sections 1720 et seq.
and implementing regulations of the Department of Industrial Relations in connection with
construction of the Improvements, Alterations or any other work undertaken or in connection
with the Premises.

2.1.13 Art Policy.

Lessee agrees to conform to all of the requirements of the CRA’s Art Policy as
specifically set forth on Exhibit “B” attached hereto. Lessee’s art budget shall equal one percent
(1%) of the total Development Costs, as defined in the CRA Art Policy. Without limiting the
generality of the foregoing, the parties acknowledge that (a) sixty percent (60%) of the funds
required to be spent by Lessee for art shall be applied to on site art improvements, and (b) forty
percent:(40%) of the funds required to be spent by Lessee shall be contributed to the Downtown
Cultural Trust Fund. ‘Exhibit “B” sets forth in more detail the requirements of the CRA Art
Policy.

2.2 Ownership of Improvements During Term; Prepossession Period.

(@)  Until the expiration of the Term or sooner termination of this Lease, and
except as specifically provided herein, Lessee shall own all at grade, above grade and below
grade structures, buildings, improvements, additions, alterations, and betterments of whatsoever
nature or description, including without limitation concrete foundations, pilings, walkways, and
pavement now existing (the “Existing Improvements™) and all Improvements hereafter
constructed by or on behalf of Lessee upon the Premises. No Improvements shall be demolished
or removed from the Premises during or at the expiration or earlier termination of the Term of
this Lease, except in connection with the construction of the Initial Improvements following the
Possession Delivery Date or in connection with subsequent Alterations performed in accordance
with the provision of Article 5 of this Lease.
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(b)  The Existing Improvements include a multi-level parking structure owned
by the County and operated as parking for the public and for Superior Court jurors. Pursuant to
the Ground Lease between the County and CRA and the CRA-Authority Lease, the County has
retained the right to continue to operate the existing parking structure and receive and retain the
revenues therefrom, and the County shall be obligated to pay all expenses related thereto, during
the period (the “Prepossession Period”) from the Commencement Date until the Possession
Delivery Date. Authority agrees to provide Lessee with access to the Premises during the
Prepossession Period for the purpose of permitting Lessee to conduct such inspections and
testing of the Premises as are reasonably acceptable to Authority and that are consistent with the
terms and provisions of the DDA, provided that (i) as a condition to such access to the Premises,
Lessee shall have executed a right of entry permit in the form attached hereto as Exhibit “F”, and
(ii) no such entry shall interfere with County’s operation of the Premises. To the extent of any
indemnity provided by the County to Authority directly or through the CRA, Authority agrees to -
indemnify, defend and hold Lessee harmless from and against all claims, damages, liabilities,
costs and expenses (including reasonable attorneys’ fees) incurred by an indemnified party as a
result of a third party claim brought against such indemnified party in connection with County’s
use and operation of the Premises prior to the tender of possession of the Premises to Lessee.
Notwithstanding the foregoing, the foregoing indemnification, defense and hold harmless
agreement by Authority shall not apply to any matter (a) that occurs or arises from or in
connection with any entry onto the Premises by Lessee, its agents, employees, representatives,
consultants or contractors, or (b) to the extent arising in connection with or resulting from the
gross negligence or willful misconduct of an indemnified party, its agents, employees,
representatives, consultants or contractors.

2.3 Reversion of Improvements. Upon the expiration of the Term or sooner
termination of this Lease, whether by cancellation, forfeiture or otherwise:

2.3.1 Authority’s Receipt of Improvements. All Improvements then existing on
the Premises shall remain upon and be surrendered with the Premises as part thereof and title
thereto shall vest in Authority without compensation therefor to Lessee. Lessee shall not be
responsible for any removal by an easement holder of any Improvements that may be owned by
and constructed on the Premises by such easement holder pursuant to an easement granted to
such easement holder by Authority. Nothing contained herein shall be construed to deny or
abrogate the right of Lessee, prior to the expiration of the Term or termination of this Lease, to
receive any and all proceeds attributable to the Condemnation (as defined in Section 6.1.1 below)
of business installations or Improvements belonging to Lessee immediately prior to the taking of
possession by the Condemnor as said rights are set forth in Article 6 of this Lease, or to remove
any furniture or equipment not intended to be permanently affixed to, or reasonably necessary
for the operation of, the Premises, any signage identifying Lessee or a Sublessee (as opposed to
other signage used in the operation of the Premises and associated Improvements), or any
personal property, upon the expiration of the Term or earlier termination of this Lease or at any
time during the Term, subject to Lessee’s obligations under this Lease to use the Premises for the
Permitted Uses (as defined in Section 3.1 below). In addition, nothing contained herein shall be
construed to deny a Sublessee any right that such Sublessee may have under its Sublease to
remove any so-called Sublessee “trade-dress” items installed in or on the subleased premises by
such Sublessee. Lessee shall be responsible for repairing (or causing its Sublessees to repair)
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any damage to the Improvements on the Premises incurred in connection with the removal from
the Premises of any of the items described in this Section 2.3.1.

2.3.2 Reserved.
2.3.3 Reserved.

2.3.4 Duty to Remove Equipment, Etc. No later than the expiration of the Term
or sooner termination of this Lease, Lessee shall remove at its cost and expense such furniture,
equipment and personal property as are owned by Lessee and not firmly affixed to said
Improvements or reasonably necessary for the orderly operation of the Premises. The items
removed shall not include operating equipment for the parking improvements, which equipment
shall not be removed. Should Lessee fail to so remove said furniture, equipment and personal
property within said period, and said failure continues for ten (10) days after written notice from
Authority to Lessee, Lessee shall lose all right, title and interest in and thereto, and Authority
may elect to keep the same upon the Premises or to sell, remove, or demolish the same, in event
of which sale, removal, or demolition Lessee shall reimburse Authority for its Actual Cost
incurred in connection with such sale, removal or demolition in excess of any conSIderatlon
received by Authority as a result of said sale, removal or demolition.

2.3.5 Title to Certain Improvements Passes to Authority; Lessee to Maintain.
By way of clarification, as between Authority and Lessee, title to all utility lines, transformer
vaults and all other utility facilities constructed or installed by Lessee upon the Premises shall
vest in Authority upon construction or installation to the extent that they are not owned by a
utility. Notwithstanding the foregoing sentence, as between Lessee and Authority, Lessee shall
be responsible for performing (or causing the appropriate utility provider to perform) the
maintenance, repair and replacement, if and as needed, of such utility lines, transformer vaults
and all other utility facilities during the Term.

3. USE OF PREMISES.

3.1 Specific Primary Use. The Premises shall be used by Lessee for the
construction, repair, maintenance, operation and management of (i) the Retail Improvements, (ii)
the Hotel Improvements, (iii) the Residential Improvements, (iv) the Public Space
Improvements, and (v) the Parking Garage (collectively, the foregoing shall be referred to herein
as the “Permitted Uses™), and such other related and incidental uses as are specifically approved
by Authority, which approval shall not be unreasonably withheld, conditioned or delayed by
Authority as long as such other related or incidental use is consistent with the Permitted Uses.
Except as expressly provided herein, the Premises shall not be used for any purpose other than
the Permitted Uses, without the prior written consent of Authority in its sole discretion.
Authority makes no representation or warranty regarding the continued legality of the Permitted
Uses or any of them, and Lessee bears all risk of an adverse change in Laws.

3.2  Prohibited Uses. Notwithstanding the foregoing:

3.2.1 Nuisance. Lessee shall not conduct or permit to be conducted any private
or public nuisance on or about the Premises, nor commit any waste thereon. No rubbish, trash,
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waste, residue, brush, weeds or undergrowth or debris of any kind or character shall ever be
placed or permitted to accumulate upon any portion of the Premises, except in appropriate
receptacles intended for such purposes, nor shall any portion of the Premises be maintained so as
to render said Premises a fire hazard or unsanitary, unsightly, offensive, or detrimental nor shall
any similar activity be permitted on any other portion of the Premises or on any adjacent public
street or adjacent property.

3.2.2 Restrictions and Prohibited Uses. Without expanding upon or enlarging
the Permitted Uses of the Premises as set forth in this Lease, the following uses of the Premises
are expressly prohibited:

¢} The Premises shall not be used or developed in any way which is
inconsistent with any Laws;

2) The Premises shall not be used or developed in any way in a
manner inconsistent with the Permitted Uses. Without limiting the foregoing, no part of the
Premises shall be used by any person for any adult entertainment purposes, as such term refers to
graphic, explicit and/or obscene depictions of sexual activity; with respect to any future use of
the Premises for the operation of a motion picture theatre (which use it is hereby agreed shall be
subject to the prior approval of Authority in accordance with Section 3.1 above), the restriction
in this Subsection 3.2.2(2) shall prohibit the exhibition of “X”-rated (as that term is used as of
the Commencement Date or its equivalent at the time) or other pornographic motion pictures, but
shall not prohibit the exhibition of “R” rated motion pictures (as that term is used as of the
Commencement Date or its equivalent at the time);

3 No Improvemént on the Premises shall be permitted to fall into
disrepair and all Improvements shall at all times be kept in good condition and repair consistent
with the requirements of Section 10.1 of this Lease;

(4)  No condition shall be permitted to exist upon the Premises which
shall induce, breed or harbor infectious plant diseases, rodents, or noxious insects and Lessee
shall take such measures as are appropriate to prevent any conditions from existing on the
Premises which create a danger to the health or safety of any persons residing or working at, or
persons patronizing, the Premises; this Subsection 3.2.2(4) shall not be construed to prevent
Lessee from using the Premises for normal restaurant operations, provided that Lessee takes (or
causes to be taken) all actions or measures required to comply with this Subsection 3.2.2(4);

(5)  Without the prior written approval of Director, no antennae or
other device for the transmission or reception of television signals or any other form of
electromagnetic radiation shall be erected, used or maintained by Lessee outdoors above ground
on any portion of the Premises, whether attached to an Improvement or otherwise. Director will
approve the installation of one or more satellite antennae on the roof of Tower 1 or Tower 2 as
long as such antennae comply with Laws, do not extend above the roofline or parapet at the top
of the building perimeter, are screened from view in a manner acceptable to Director and do not
interfere with other electromagnetic transmission;
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(6) No tools, equipment, or other structure designed for use in boring
for water, oil, gas or other subterranean minerals or other substances, or designed for use in any
mining operation or exploration, shall hereafter be erected or placed upon or adjacent to the
Premises, except as is necessary to allow Lessee to perform its maintenance and repair
obligations pursuant to this Lease;

@) Lessee shall not use the Premises or allow the Premises to be used
for the generation, manufacture, storage, disposal, or Release of Hazardous Materials, except for
the storage and use, in customary amounts, of normal cleaning supplies and other items that are
generally used in connection with the construction and operation of improvements similar to the
Grand Avenue Project, so long as such materials are used and stored in accordance with
Hazardous Materials Laws; and

®) The Premises shall not be vused for fuel sales.

3.3  Active Public Use. Lessee agrees and covenants that it will operate the Premises
fully and continuously (other than during periods when Lessee is prevented from doing so due to
Force Majeure (as defined in Section 5.10 below) or reasonable periods during which the
applicable Improvements are under construction or alteration) consistent with the operation of
top quality retail, restaurant and/or entertainment establishments, a First Class Hotel, top quality
high rise condominium units, and high quality Affordable Housing Units, and that it will use
commercially reasonable efforts so that Authority may obtain maximum revenue therefrom as
contemplated by this Lease, taking into account the minimum Floor Area required to be
developed on the Premises.

3.4  Days of Operation. The Improvements on the Premises shall be open every day
of the year. Any changes in the days and/or hours of operation of the Improvements on the
Premises shall be subject to the written approval of Authority. Businesses operated by
Sublessees or by Lessee shall not be obligated to remain open for business to the public on
holidays on which other comparable facilities are closed for business.

3.5 Signs and Awnings. Any and all art, displays, identifications, monuments,
awnings, advertising signs and banners which are placed on, or are visible from, the exterior of
the Premises, shall be in compliance with all Laws applicable to the Premises.

3.6  Compliance with Regulations. Lessee shall comply with all Laws and shall pay
for and maintain any and all licenses and permits related to or affecting the use, operation,
maintenance, repair or improvement of the Premises. Throughout the Term, the parking rates to
be charged to visitors to the Hotel and Retail Improvements shall be set forth in a parking
management plan to be approved by Lessee, the Authority, the CRA, and the City. Authority
intends that parking for visitors to the Hotel and retailers in the Retail Improvements will be at
hourly rates that are at or below the parking rates charged by other similar developments in the
City, and that such rates will be low enough to attract retail patrons to the Project.

3.7  Reservations. Lessee expressly agrees that this Lease and all rights hereunder

shall be subject to all prior encumbrances, reservations, licenses, easements and rights of way in,
to, over or affecting the Premises for any purpose whatsoever that are existing as of the date
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hereof and that either (i) are of record, (i1) have been disclosed to Lessee in writing or are
otherwise known to Lessee, (iii) would be apparent or discoverable by an ALTA survey of the
Premises, or (iv) are otherwise referenced in this Lease. Without limiting the foregoing, Lessee
expressly agrees that this Lease and all rights hereunder shall be subject to the rights of the
Governing Entities existing as of the Commencement Date or otherwise disclosed to or known to
Lessee, as their interests may appear, to install, construct, maintain, service and operate sanitary
sewers, public roads and sidewalks, fire access roads, storm drains, drainage facilities, electric
power lines, telephone lines and access and utility easements, across, upon or under the
Premises, together with the right of the Governing Entities to convey such easements or other
access or utility easements of any and all manner and description currently in use or to be
discovered, invented, or developed in the future, and transfer such rights to others.

4. PAYMENTS TO AUTHORITY.

4.1  Net Lease. The parties acknowledge that the payments to be made by Lessee
under this Lease are intended to be absolutely net to Authority. The Lease Consideration and
other sums to be paid to Authority hereunder are not subject to any demand, set-off or other
withholding. Authority shall not be responsible for any capital or non-capital costs, including
without limitation, repairs or replacements respecting the Premises or Improvements (whether
structural or non-structural), operating expenses attributable to the operation and maintenance of
the Premises or Improvements, including without limitation the parking areas included within the
Premises, costs for utilities or services, or any other costs or expenses pertaining to the
ownership, occupancy or use of the Premises and Improvements, all of which shall be the sole
responsibility of Lessee from and after the Possession Delivery Date.

4.1.1 Utilities. In addition to the Lease Consideration as herein provided,
Lessee shall pay all utility and service charges for furnishing water, power, sewage disposal,
light, telephone service, garbage and trash collection and all other utilities and services, to the
Premises, from and after the Possession Delivery Date.

4.1.2 Taxes and Assessments. From and after the Possession Delivery Date,
Lessee agrees to pay before delinquency all taxes, assessments, fees, or charges which at any
time may be levied by the State, County, City or any tax or assessment levying body upon any
interest in this Lease or any possessory right which Lessee may have in or to the Premises
covered hereby or to the Improvements thereon for any reason, as well as all taxes, assessments,
fees, and charges on goods, merchandise, fixtures, appliances, equipment, and property owned
by Lessee in, on or about the Premises. Lessee shall have the right to contest the amount of any
assessment imposed against the Premises or the possessory interest therein; provided, however,
the entire expense of any such contest (including interest and penalties which may accrue in
respect of such taxes) shall be the responsibility of Lessee.

The parties acknowledge that the Premises are and shall be subject to possessory
interest taxes, and that such taxes shall be paid by Lessee, as the party in which the possessory
interest is vested. This statement is intended to comply with Section 107.6 of the Revenue and
Taxation Code. Lessee shall include a statement in all Subleases to the effect that the interests
created therein may also be subject to possessory interest taxes, and that the Sublessee shall be
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responsible for any and all possessory interest taxes on the Sublessee’s interest; however, Lessee

acknowledges that the payment of such possessory interest taxes is the ultimate responsibility of
Lessee. '

The parties further acknowledge that Lessee shall pay taxes upon the assessed
value of the entire property and not merely the assessed value of its leasehold interest, in
compliance with California Health & Safety Code Section 33673, which provides in pertinent
part that “[w]henever property in any redevelopment project has been redeveloped and thereafter
is leased by the redevelopment agency to any person or persons or whenever the agency leases
real property in any redevelopment project to any person or persons for redevelopment, the
property shall be assessed and taxed in the same manner as privately owned property, and the
lease or contract shall provide that the lessee shall pay taxes upon the assessed value of the entire
property and not merely the assessed value of his or its leasehold interest.”

4.2  Lease Consideration. For the possession and use of the Premises granted herein,
Lessee shall pay the Authority the Leasehold Acquisition Fee and Incentive Rent (as such terms
are hereinafter defined). The Leasehold Acquisition Fee and Incentive Rent are referred to
herein collectively as the “Lease Consideration.” The Incentive Rent and all other sums due
under this Lease, except for the Leasehold Acquisition Fee, are referred to collectively in this
- Lease as “rent.”

4.2.1 The “Leasehold Acquisition Fee” is Million Dollars
($__,000,000). Lessee has posted a letter of credit with Authority in the amount of Fifty Million
Dollars ($50,000,000) (“Letter of Credit™) and Lessee hereby authorizes Authority to draw the
Leasehold Acquisition Fee amount from the Letter of Credit and to draw the balance of the
Letter of Credit and retain such funds in accordance with the DDA. Lessee shall cooperate with
Authority and execute, acknowledge and deliver any additional instruments or documents
- required by the issuer of the Letter of Credit in order for Authority to draw and retain the full
amount thereof. If for any reason Authority is unable to draw or retain the full Fifty Million
Dollars ($50,000,000), then Lessee shall pay such amount to Authority within ten (10) days of
demand by Authority to Lessee, and upon receipt of the full Fifty Million Dollars ($50,000,000),
Authority will return the Letter of Credit to Lessee. Pursuant to Section 208 of the DDA, Lessee
shall have the right to pay Authority a cash payment equal to Fifty Million Dollars ($50,000,000)
prior to the Commencement Date, in which case Authority shall retain such cash payment in
satisfaction of Lessee’s obligation to pay the Leasehold Acquisition Fee and shall return the
Letter of Credit to Lessee.

4.2.2 The “Incentive Rent” is comprised of the following three (3) components:

(D Lessee shall pay (a) with respect to the condominium units in
Tower 1 (as described in the Scope of Development), a one time payment equal to five percent
(5%) of the gross sales proceeds from each condominium unit to the extent such gross proceeds
exceed the lower of (i) Eight Hundred Dollars ($800) per square foot multiplied by the total
number of square feet in each condominium unit sold or (ii) the actual direct and indirect
development costs of each condominium unit sold, and (b) with respect to the condominium
units in Tower 2 (as described in the Scope of Development), a one time payment equal to five
percent (5%) of the gross sales proceeds from each unit to the extent such gross proceeds exceed
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the lower of (i) Seven Hundred Dollars ($700) per square foot multiplied by the total number of
square feet in each condominium unit sold or (ii) the actual direct and indirect development costs
of each condominium-unit sold (the “Residential Incentive Rent”). For purposes of calculating
the gross sales proceeds from the sale of any condominium unit, the proceeds from the sale of
parking spaces as part of or in connection with the sale of condominium units (or independently)
shall be included. If any condominium or parking space is sold on an installment sale basis or
other deferred basis (including in a transaction in which Lessee carries back a purchase money
note), Lessee shall be deemed to have received the entire amount of the gross sales proceeds on
the date of the initial closing of the sale of such unit or parking space without regard to any such
deferral of a portion of the purchase price. Only the first sale of a condominium unit to a non-
Affiliate of Lessee (“Qualifying Sale””) will require the payment of the Residential Incentive
Rent as to such unit. If a condominium unit is sold or transferred to an Affiliate of Lessee, such
transaction shall not require the payment of the Residential Incentive Rent, but a subsequent
Qualifying Sale of such unit will require the payment of Residential Incentive Rent..

As used in the preceding paragraph, “development costs” means the hard
and soft construction costs, indirect costs following completion of the applicable condominium
units (i.e., homeowner’s association costs, interest paid on construction financing that is not
capitalized as part of the loan balance, sales commissions and closing costs) and directly
allocable land costs (i.e. Leasehold Acquisition Fee) allocable to the airspace occupied by the
applicable condominium unit paid by Lessee to third parties not affiliated with Lessee (and
excluding any management fee or development fee paid to Lessee, its Affiliates, or any entity in
which Lessee or an Affiliate of Lessee has an interest of 20% or more, to the extent such fee
exceeds 3% of the development costs (excluding development and management fees and any
land costs)) as determined by Lessee and approved by the Authority, which approval shall not be
unreasonably withheld by the Authority. Lessee shall report its total development costs for the
condominium units to the Authority prior to the closing of the first sale of a condominium unit.

2) Lessee shall pay two percent (2%) of Gross Rents from all retail,
restaurant and entertainment Sublessees and licensees (as defined below) in the Retail
Improvements and the Public Space Improvements (the “Retail Incentive Rent”’), commencing
the first day of the fourth (4™) year after commencement of operation of the Retail
Improvements. For purposes of this Lease, “commencement of operation of the Retail
Improvements” shall be deemed to have occurred when stores constituting at least twenty
percent (20%) of the GLA of the Retail Improvements are open for business on the Premises;
provided, however, that restaurant soft openings, pre-opening activities and other pre-opening
events not open to the general public shall not be taken into account in determining the
“commencement of operation of the Retail Improvements” unless the Sublessee conducting such
activities has commenced paying rent to Lessee. “Gross Rents” means the annual total rent paid
by each retail, restaurant and entertainment Sublessee or licensee (including, without limitation,
fees or rents paid for carts, kiosks and temporary users, antennae licensee fees, and fees paid for
signage or other advertising in the Project) to Lessee or the Operator of the Retail Improvements,
or their successors or affiliates, whether designated as base rent, percentage rent, or additional
rent, including Lessee’s markup on additional rent (to the extent the amount of such markup in
any year exceeds the amount of common area maintenance costs for the Retail Improvements
that are paid by Lessee without reimbursement from tenants and licensees in the Project for the
applicable year), but excluding (i) utilities and taxes that are paid directly by one or more
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Sublessees to the utility companies or County tax collector and (ii) utilities, taxes or common
area maintenance costs that are paid by one or more Sublessees to Lessee or the Operator of the
Retail Improvements (or their successors) pursuant to separate expense billings. The following
example illustrates a circumstance where Lessee’s excess markup on additional rent would be
included in Gross Rents: if Lessee’s markup is $150,000 in a year and common area
maintenance expenses for that year are $1,000,000, and Lessee recovers only $900,000 of such
common area costs from the Sublessees, then, Lessee’s excess markup which will be included in
Gross Rents is $50,000 for such year.

With respect to any Sublessee or user of the Retail Improvements that is an
Affiliate of Lessee or in which Lessee or its Affiliates has an ownership interest of twenty
percent (20%) or more (such as, for example, a restaurant tenant in which Lessee is a thirty
percent (30%) owner), the Authority shall have the right to determine if the rent payable by such
Sublessee is comparable to the rent that would have been paid by such Sublessee if it was leasing
the space under a true arms length lease. If the Authority determines that the rent payable by
such Affiliate of Lessee is not at least equal to the rent that a third party arm’s length Sublessee .
would pay for such space, then Authority shall have the right to have such Sublessee’s rent, for
purposes of determining the Retail Incentive Rent on such space, determined by an arbitration
process in accordance with Article 16 below.

3) Lessee shall pay two percent (2%) of Gross Room Revenues
payable each calendar year in which the operation of the Hotel achieves the RevPAR Threshold
applicable to such year specified below, on an average basis during any consecutive six (6)
month period during such calendar year (the “Hotel Incentive Rent”). “RevPar” means the
average daily room rate for the Hotel rooms charged by the Hotel Operator during the applicable
period multiplied by the average room occupancy, expressed as a percentage of the total
- available room nights, achieved by the Hotel during the applicable period. The RevPar for the
‘Hotel shall be calculated and reported on a quarterly basis (with results broken down for each
month in such quarter) to the Authority, which report shall be provided within thirty (30) days
after the end of each calendar quarter and shall be certified as accurate by the Chief Financial
Officer of Lessee or the Chief Financial Officer of the Hotel Operator (each, a “Quarterly
Report”). The RevPAR Threshold for each year is as follows (with the first year specified
below being a partial calendar year commencing on the opening of the Hotel and ending on
December 31 of such year, and with each subsequent year specified below being each
subsequent calendar year):

Year RevPAR Threshold

-4 $320
$328
$336
$345
$353
$362

10 $371

Thereafter $0

O 003N L =
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The foregoing RevPar Threshold is based on the Hotel Operator being a Five-Star Lodging
Establishment (as rated by Mobil Travel Guide or an alternative nationally recognized hotel
rating service) Operator and the pro forma for such Hotel provided by Lessee. If the Hotel
Operator is not a Five-Star Lodging Establishment Operator, Authority and Lessee shall jointly
cooperate in good faith to change the foregoing RevPar Threshold to reflect any increased rate of
return to Lessee from the Hotel. If, in any calendar year, the RevPar for the Hotel, as set forth in
the Quarterly Reports for such year, does not equal or exceed the applicable RevPar Threshold
for such year during any consecutive 6 month period, no Hotel Incentive Rent shall be due for
that year.

4.3 Timing of Lease Consideration Payments.

4.3.1 The Leasehold Acquisition Fee has already been paid by Lessee effective
on the date hereof.

4.3.2 Residential Incentive Rent shall be paid by Lessee at the close of each
escrow from the sales proceeds for each condominium unit sold in a Qualifying Sale. Upon
Lessee’s payment of the required Residential Incentive Rent with respect to a Qualifying Sale of
a condominium unit, neither Lessee nor any successor owner of such unit shall have any further
liability for payment of Residential Incentive Rent with respect to such condominium unit.

4.3.3 Retail Incentive Rent shall be paid commencing in the beginning of the
fourth (4™) year after commencement of operation of the Retail Improvements (as provided
above) and shall be paid quarterly in arrears within forty-five (45) days after the end of each
calendar quarter. The Retail Incentive Rent shall be subject to annual reconciliation after the end
of each calendar year. The Gross Rents for the Retail Improvements shall be reported on an
. annual basis to the Authority, which report shall be provided within sixty (60) days after the end
of each calendar year and shall be certified as accurate by (x) the Chief Financial Officer of
Lessee or the Chief Financial Officer of the Operator of the Retail Improvements, and (y) an
independent certified public accountant. The amount of Lessee’s markup on additional rent and
the amount of the common area maintenance costs for the Retail Improvements paid by Lessee
without reimbursement shall be calculated and reported on a semi-annual basis (with results
broken down for each month in such period) to the Authority, which report shall be provided
within thirty (30) days after the end of each 6-month period and shall be certified as accurate by
the Chief Financial Officer of Lessee or the Chief Financial Officer of the Operator of the Retail
Improvements.

4.3.4 Hotel Incentive Rent shall be paid quarterly in arrears within forty-five
(45) days after the end of each calendar quarter. Prior to the commencement of each of calendar
years 1 through 10 of the operation of the Hotel, Lessee shall reasonably estimate whether Hotel
Incentive Rent will be due for such year, based on the criteria set forth herein, in order to
determine whether or not quarterly payments of Hotel Incentive Rent will be payable for such
year. Within 45 days after the end of each such calendar year, the parties shall reconcile the
Hotel Incentive Rent based on the Quarterly Reports for such year and if no Hotel Incentive Rent
was due for that year, the Authority shall credit any Hotel Incentive Rent paid by Lessee for such
calendar year based on its estimate against the subsequent Hotel Incentive Rent payable by
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Lessee, or if Hotel Incentive Rent was due for that year, but Lessee did not make sufficient
quarterly payments, Lessee shall promptly pay the Authority the balance of the Hotel Incentive
Rent due for such calendar year. The Gross Room Revenues for the Hotel shall be reported on
an annual basis to the Authority, which report shall be provided within sixty (60) days after the
end of each calendar year and shall be certified as accurate by (x) the Chief Financial Officer of
Lessee or the Chief Financial Officer of the Operator of the Hotel, and (y) an independent
certified public accountant.

44  Payment and Late Fees. Payment for Incentive Rent shall be made by check or
draft issued and payable to The Los Angeles Grand Avenue Authority, accompanied by a
detailed statement covering the applicable time period and showing the basis for its calculation
of the amount payable to Authority and mailed or otherwise delivered to the Authority at 445
South Figueroa Street, Suite 3400, Los Angeles, California 90071-1638, or such other address as
may be provided to Lessee by Authority. Lessee acknowledges that Authority shall have no
obligation to issue monthly rental statements, invoices or other demands for payment, and that
the Lease Consideration payments required herein shall be payable notwithstanding the fact that
Lessee has received no such statement, invoice or demand. If any Lease Consideration payment
is not received by Authority on the date due, Lessee acknowledges that Authority will experience
additional management, administrative and other costs that are impracticable or extremely
difficult to determine. Therefore, any Incentive Rent or other amounts owing hereunder which
are not paid on the date due shall bear interest from the date when due until paid at a rate per
annum equal to the lesser of (i) the Reference Rate plus three percent (3%) per annum or (ii) the
highest rate permitted by applicable Laws. Additionally, a fee (“Late Fee”) of six percent (6%)
of the unpaid amount shall be added to any amount unpaid within five (5) days after the date
such amount was due. Lessee acknowledges that such Late Fee and interest shall be applicable
to all identified monetary deficiencies under this Lease, whether identified by audit or otherwise,
and that interest on such amounts shall accrue from and after the date when such amounts were
due and payable as provided herein (as opposed to the date when such deficiencies are identified
by Authority). If any payment by Lessee to Authority hereunder becomes subject to
disgorgement or is subject to any lien in favor of a third party as a result of Lessee’s actions or
agreements, then Lessee shall immediately replace any such payment to the extent it is so

disgorged and shall immediately remove any lien on such payment so that Authority has the full
and unfettered use of such funds.

4.5  Lessee’s Books and Records. Lessee shall maintain in a safe and orderly manner
all of its records pertaining to its computation and calculation of the Incentive Rent payable
pursuant to this Article 4 for a period of four (4) years after the completion of each calendar year.
Lessee shall maintain such records on a current basis and in sufficient detail to permit adequate
review thereof and, at all reasonable times, copies of such records shall be available to the
Authority or its representatives for such purposes. The Authority may, by written notice to
Lessee within three (3) years after Incentive Rent for a particular year was paid (or due to be
paid) to the Authority, cause an audit to be commenced by a nationally recognized firm of
certified public accountants, at the Authority’s sole expense (subject to the last sentence of this
Section 4.5), to verify if Lessee’s calculations of Incentive Rent were accurate. If such audit
reveals an overpayment of Incentive Rent for the year in question, then, provided the Authority
does not reasonably dispute the result of such audit, the Authority shall credit the next Incentive
Rent payment owed by Lessee with the amount of such overpayment. If such audit reveals an
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underpayment of Incentive Rent for the year in question, then Lessee shall pay the amount so
underpaid with its next Incentive Rent payment, together with interest thereon at the Reference
Rate plus three percent (3%) calculated from the date such Incentive Rent was first due until the
date actually paid. If it is determined that Lessee underpaid any category of Incentive Rent by
more than three percent (3%), the Authority shall be entitled to receive from Lessee its actual
and reasonable audit expenses incurred in respect to the audit of such category of Incentive Rent.

5. CONSTRUCTION OF IMPROVEMENTS; ALTERATIONS.

5.1 Construction of the Initial Improvements. Upon the Possession Delivery Date,
Lessee shall commence and proceed diligently to construct the Initial Improvements and all
required Offsite Publicly Owned Improvements other than Upper Second Street (which is being
constructed by the City) in accordance with Sections 5.5, 5.6 and 5.8 below, Articles 4 and 5 of
the DDA, and the Scope of Development for Phase I that is attached hereto as Schedule 5.1(A)
and incorporated herein. Lessee shall begin and complete all construction and development of
Phase I within the times specified in the Schedule of Performance for Phase I that is attached
hereto as Schedule 5.1(B) and incorporated herein, or such extension of said dates as may be
granted by Authority in its reasonable discretion. Lessee acknowledges that the principal
inducement to Authority to enter into this Lease is the timely completion of the Initial
Improvements. If Lessee fails to substantially complete construction of the Initial Improvements
when required by the DDA, such failure will be an Event of Default and the Authority may
exercise any right or remedy available to it under this Lease, the DDA or applicable Laws.

5.2  Application of Remainder of Article 5. The remaining Sections of this Article 5
(except for Sections 5.5, 5.6 and 5.8) apply only to the construction of alterations or
modifications to the Initia] Improvements (after the initial construction thereof pursuant to
Section 5.1) that Lessee may be required or desire to make that affect the public areas, the
exterior of the Improvements or the Parking Garage, or that cause a change in the Permitted Uses
or materially reduce the value of the Improvements (collectively, together with the Subsequent
Renovations described in Section 5.9 below, “Alterations™). Sections 5.5, 5.6 and 5.8 apply to
both Alterations and the construction of the Initial Improvements pursuant to Section 5.1.

5.3  Plans and Specifications for Alterations. Lessee shall make no Alterations
without the prior written approval of the Director (except as expressly provided in Section 5.7
below). Prior to and as a condition precedent to the construction of any Alterations, Lessee shall
submit to Director, for Director’s approval, the plans, specifications and other materials
described in this Section 5.3 pertaining to such Alterations. All Alterations must be consistent
with the Permitted Uses set forth in Article 3 of this Lease.

5.3.1 Schematics and Narrative. Lessee shall submit to the Director six (6) sets
of schematic plans together with a narrative description and construction cost estimate summary
clearly delineating the nature, size, configuration and layout of the Alterations. Such plans shall,
among other things, clearly delineate the architectural theme or motif of the Alterations and shall
identify and illustrate the boundaries of the Premises and all rights-of-way or other areas
reserved to Authority or third parties which are located thereon. Director shall have sixty (60)
days within which to approve or disapprove such submission. Failure by Director to either
approve or disapprove such submission within said sixty (60) day period shall be deemed an
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approval; provided, however, that no submission shall be deemed approved unless the request for
approval contains the following provision, in bold print:

NOTICE IS HEREBY GIVEN THAT FAILURE TO
APPROVE OR DISAPPROVE THE REQUESTED MATTER
WITHIN 60 DAYS SHALL BE DEEMED AN APPROVAL
PURSUANT TO SECTION 5.3.1 OF THE PHASE I
GROUND LEASE.

After approval of schematic plans (or subsequent approval of preliminary or final plans) by
Director, if changes in such plans are required by conditions of approval of the Alterations
imposed by another governmental agency having jurisdiction thereover, Lessee shall promptly
advise Director in writing of such changes and Director shall not disapprove the changes
required by such other governmental agency, as appropriate, unless such changes materially
prejudice Authority’s ability to enjoy the rights and benefits granted to Authority pursuant to this
Lease.

5.3.2 Preliminary Plans and Specifications. After Director’s approval of the
materials submitted pursuant to Subsection 5.3.1, Lessee shall submit to Director six (6) sets of
preliminary plans, outline specifications and construction cost estimates for the Alterations. The
preliminary plans, outline specifications and construction cost estimate shall conform to, expand
upon and reflect a natural evolution from the descriptions and estimates set forth in the approved
schematic plans and narrative. Any material difference in the scope, size, configuration,
arrangement or motif of the Alterations from those described in the approved schematics and
narrative shall be separately identified and described. Director shall have twenty-one (21) days
within which to approve or reasonably disapprove such submission, and Director may
disapprove said preliminary plans on the grounds that they do not reflect a natural evolution from

-the approved schematic plans or that they materially differ from the approved schematic plans.
and narrative. Failure of Director to approve or disapprove said preliminary plans within twenty
one (21) days after Director’s receipt thereof shall be deemed Director’s approval thereof;
provided, however, that if the preliminary plans, outline specifications and construction cost
estimates contain substantial changes from the approved schematics and narrative, then Director
shall have sixty (60) days in which to approve said submission, which approval shall be deemed
withheld if not granted in writing within such sixty (60) day period; and provided further, that
together with the submission of the preliminary plans, outline specifications and construction
cost estimates, Lessee must deliver to Director a transmittal letter containing the following text
prominently displayed in bold faced type:

“PURSUANT TO SECTION 5.3.2 OF THE PHASE I GROUND LEASE, IF
THESE MATERIALS CONTAIN NO SUBSTANTIAL CHANGES FROM
THE MATERIALS PREVIOUSLY SUBMITTED TO YOU, YOU HAVE
TWENTY ONE (21) DAYS AFTER RECEIPT OF THESE MATERIALS IN
WHICH TO APPROVE OR DISAPPROVE THEM. FAILURE TO
DISAPPROVE THESE MATERIALS IN WRITING WITHIN TWENTY
ONE (21) DAYS OF YOUR RECEIPT OF THESE MATERIALS SHALL
CONSTITUTE YOUR APPROVAL OF THEM.”
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5.3.3 Final Plans and Specifications. After Director’s approval of the
preliminary plans, outline specifications and construction cost estimate, Lessee shall submit for -
. approval by Director six (6) complete sets of final plans, detailed specifications and a
construction cost statement for the Alterations, together with one (1) set of appropriate structural
computations, identical to those requested or required by the relevant government agency
incident to the issuance of building permits. Lessee shall file duplicate copies of the final plans,
detailed specifications and construction cost statement required by this Section with the relevant
government agency, together with the necessary and appropriate applications for building
permits. Any material difference in the scope, size, configuration, arrangement or motif of the
Alterations from those described in the approved preliminary plans and specifications shall be
separately identified and described. Director shall have twenty one (21) days within which to
approve or disapprove such submission, and Director may disapprove such submission on the
grounds that they do not reflect a natural evolution from or that they materially differ from the
approved preliminary plans, outline specifications and construction cost estimates. Failure of
Director to disapprove said materials within twenty one (21) days after Director’s receipt shall be
deemed Director’s approval thereof; provided, however, that in the event that the final plans,
detailed construction specifications and construction cost statement contain substantial changes
from the preliminary plans, outline specifications and construction cost estimates, then Director
shall have sixty (60) days in which to approve said submission, which approval shall be deemed
withheld if not granted in writing within such sixty (60) day period; and provided further, that
together with the submission of the final plans, detailed construction specifications and
construction cost statement, Lessee must deliver to Director a transmittal letter containing the
following text prominently displayed in bold faced type: :

“PURSUANT TO SECTION 5.3.3 OF THE PHASE I GROUND LEASE, IF
THESE MATERIALS CONTAIN NO SUBSTANTIAL CHANGES FROM
THE MATERIALS PREVIOUSLY SUBMITTED TO YOU, YOU HAVE
TWENTY ONE (21) DAYS AFTER RECEIPT OF THESE MATERIALS IN
WHICH TO APPROVE OR DISAPPROVE THEM. FAILURE TO
DISAPPROVE THESE MATERIALS IN WRITING WITHIN TWENTY
ONE (21) DAYS OF YOUR RECEIPT OF THESE MATERIALS SHALL
CONSTITUTE YOUR APPROVAL OF THEM.”

Director’s approval shall not be unreasonably withheld; provided, however, that it shall be
deemed reasonable to disapprove any submission not in substantial conformity with the approved
preliminary plans and specifications. No material modification shall be made to the Alterations
described in the approved final plans, specifications and costs (the “Final Plans and

Specifications™) without the prior written approval of Director, which shall not be unreasonably
withheld.

54 Conditions Precedent to the Commencement of Construction of Alterations.
No construction of Alterations shall be commenced until each and all of the following conditions
have been satisfied:

5.4.1 Permits and Other Approvals. Lessee shall, at its own expénse, have
secured or caused to be secured any and all permits which may be required by the City or any
other governmental agency regulating such Alterations.
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5.4.2 Copies of Construction Contracts. Lessee shall have furnished Authority
with copies of any contract(s) entered into between Lessee and any general contractor(s)
employed for the purpose of constructing the Alterations.

5.4.3 Performance and Payment Bonds. At least ten (10) business days prior to
the commencement of construction of any Alterations costing in excess of $500,000 (which
amount shall be increased, but not decreased, on an annual basis beginning on January 1, 2008
and on each subsequent January 1 by the same percentage increase as the increase in the CPI
from January 1 of the immediately preceding year), Lessee shall have delivered to Authority
copies of labor and material bonds and payment and performance bonds, each in an amount not
less than one hundred percent (100%) of the cost set forth in the applicable construction contract
for such work and naming Authority and the County as obligees. Said bonds shall be issued by
an insurance company licensed to do business in the State of California and named in the current
list of “Surety Companies Acceptable on Federal Bonds” as published in the Federal Register of
the U.S. Treasury Department. Authority shall consider (but have no obligation to approve)
alternate forms of reasonable assurance that the work will be completed in the manner
contemplated by this Lease, including a letter of credit.

54.4 Completion Guaranty. Lessee shall have delivered to Authority a
Completion Guaranty. Authority hereby approves Related as the guarantor, provided that
Related maintains a net worth of at least $500,000,0000 until completion of the applicable
Alternations, and the Authority agrees to approve a guarantor that has been approved by Lessee’s
construction lender. Such Completion Guaranty shall be subject to the construction lender’s first
right to enforce any guaranty of completion of the Alterations; or any portion thereof, in favor of
. such lender. Authority will retain the right to enforce the Completion Guaranty if the
construction lender fails to cause the Alterations to be completed. Authority will defer
enforcement of the Completion Guaranty until notice of default is given to Lessee, all cure
periods under the loan documents have elapsed, and the construction lender has had an additional
two (2) months to commence enforcement of the completion guaranty in favor of such lender (as
such period may be extended by litigation between Lessee and its lender over the enforcement of
the completion guaranty). Lessee hereby waives any statute of limitations on enforcement of the
Completion Guaranty by Authority.

5.4.5 Evidence of Financing. Lessee shall have provided the Authority with
evidence of a commitment from an Institutional Lender to provide construction financing for the
total cost of the Alterations (or evidence that Lessee has capital commitments together with such
construction financing sufficient to cover the cost of the construction of such Alterations).

5.5 Manner of Construction.

5.5.1 General Construction Standards. All construction, alteration, modification
or repairs shall be accomplished by Lessee with due diligence. Lessee shall take all reasonable
steps to minimize any damage, disruption or inconvenience caused by such work and make
adequate provisions for the safety and convenience of all persons affected thereby. Lessee shall
repair, at its own cost and expense, any and all damage caused by such work, and shall restore
the area upon which such work is performed to a condition which is at least equal to or better
than the condition which existed before such work was commenced. Additionally, Lessee shall
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pay or cause to be paid all costs and expenses associated therewith and shall indemnify, defend
and hold Authority harmless from and against all damages, costs, expenses, losses or claims
arising out of or in connection with the performance of such work, except to the extent that such
damages, costs, expenses, losses or claims are caused by Authority, its employees or agents
acting within the scope of their employment or agency relationship. Dust, noise and other effects
of such work shall be controlled using accepted measures customarily utilized in order to control
deleterious effects associated with construction projects in well populated and developed areas of
Southern California.

5.5.2 Utility Work. Any work performed by or on behalf of Lessee or any
occupant of the Premises to connect to, repair, relocate, maintain or install any storm drain,
sanitary sewer, water line, gas line, telephone conduit, or any other utility service shall be
performed in a manner that minimizes interference with the provision of such services to the:
Premises and other persons. :

5.5.3 Construction Safeguards. Lessee shall erect and properly maintain at all
times, as required by the conditions and the progress of work performed by or on behalf of
Lessee, all necessary safeguards for the protection of workers and the public.

5.54 Compliance with Construction Documents and Laws. All Improvements
and Alterations on the Premises shall be completed in substantial compliance with any
construction documents approved by Authority and also in compliance with all Laws.

5.5.5 Notice to Director; Damage to Public Improvements. Lessee further
agrees to keep Director apprised of the progress of the work to the end that Director may timely
inspect the Premises to assure proper safeguarding of any public-owned improvements existing
on or around the Premises, including but not limited to underground conduits and utility lines. If
any such public-owned improvement is damaged in connection with said construction activity,
Lessee agrees to repair such damage immediately at no cost or expense to Authority or, in the
event that Lessee fails to effectuate such repair within five (5) business days after written notice
from Authority (or such longer period as may be reasonably required to complete such repair so
long as Lessee commences such repair within five (5) business days and thereafter diligently
prosecutes same to completion), Authority may enter upon the Premises to make such repairs,
the Actual Cost of which shall be paid by Lessee within five (5) business days after demand by
Authority.

5.5.6 Rights of Access. For the purposes of assuring compliance with this
Lease, representatives of the Governing Entities shall have the reasonable right of access to the
Premises without charges or fees during normal construction hours during the period of
construction for the purpose of ascertaining compliance with this Lease, including but not limited
to the inspection of the construction work being performed, provided that such access does not
interfere with the construction of the Improvements or the Alterations, as applicable. The
representatives of the Governing Entities shall be those who are previously identified to Lessee
in writing by the Governing Entities. The applicable Governing Entities shall provide Lessee,
prior to the representatives’ access of the Premises, with evidence of comprehensive general
liability insurance with limits and coverages reasonably acceptable to Lessee or, at the
Governing Entities’ election, the Governing Entities may self-insure for such risks, and shall
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indemnify and pay for the defense of Lessee and hold it harmless from any damage caused or
liability arising out of such right of access. Such access shall be reasonably calculated to
minimize interference with Lessee’s construction and/or operations. Lessee shall have the right
to have a representative present to accompany the representatives of the Governing Entities in
connection with such access. In the event of any emergency which is life-threatening or which
involves the threat of potential substantial damage, Authority shall have the right to enter the
Premises immediately and without notice to or accompaniment by Lessee.

5.6  Use of Plans. If this Lease is terminated prior to the expiration of the Term as
provided herein, Lessee’s rights to all work product prepared pursuant hereto, including, but not
limited to, all plans and construction documents, shall belong to the County as the fee owner of
the Premises. In the event of any such termination, Lessee shall, within ten (10) days of such
termination, transmit all such work product to the Authority for distribution to the County.
Notwithstanding the foregoing, Lessee shall not be in breach hereunder if Lessee is unable to
comply with the provisions of this Section due to Lessee’s contractual obligations with Frank
Gehry Architects.

5.7 Reserved.

5.8  Protection of Authority. Nothing in this Lease shall be construed as constituting
the consent of Authority, express or implied, to the performance of any labor or the furnishing of
any materials or any specific Improvements, Alterations or repairs to the Premises or any part
thereof by any contractor, subcontractor, laborer or materialman, nor as giving Lessee or any
other person any right, power or authority to act as agent of or to contract for, or permit the
rendering of, any services, or the furnishing of any materials, in any such manner as would give
rise to the filing of mechanics’ liens or other claims against the Premises or Authority.

5.8.1 Posting Notices. Authority shall have the right at all reasonable times and
places to post and, as appropriate, keep posted, on the Premises any notices which Authority may
deem necessary for the protection of Authority, the Premises and the Improvements thereon from
mechanics’ liens or other claims. With respect to any Alterations costing in excess of $500,000
(which amount shall be increased, but not decreased, on an annual basis beginning on January 1,
2008 and on each subsequent January 1 by the same percentage increase as the increase in the
CPI from January 1 of the immediately preceding year), Lessee shall give Authority at least ten
(10) business days prior written notice of the commencement of such Alterations, in order to
enable Authority timely to post such notices.

5.8.2 Prompt Payment. Lessee shall make, or cause to be made, prompt
payment of all monies due and owing to all persons doing any work or furnishing any materials
or supplies to Lessee or any of its contractors or subcontractors in connection with the Premises -
and the Improvements thereon. Lessee shall have the right to contest any such amount;
provided, however, the entire expense of any such contest (including interest and penalties which
may accrue) shall be the responsibility of Lessee.

5.8.3 Liens; Indemnity. Lessee shall keep the Premises and any Improvements
thereon free and clear of all mechanics’ liens and other liens arising out of or in connection with
work done for Lessee and/or any parties claiming through Lessee. Lessee agrees to and shall

(djh:djlyIDOCS2_114701_22 (2).DOC/1/31/07/4282.001] 33



indemnify, defend and hold Authority harmless from and against any claim, liability, loss,
damages, costs, expenses, attorneys’ fees incurred in defending and all other expenses on
account of claims of lien(s) of laborers or materialmen or others for work performed or materials
or supplies furnished to Lessee or persons claiming under it. In case of any such lien attaching

_ or notice of any lien, Lessee covenants and agrees to cause it to be released and removed of
record within ten (10) business days after Lessee receives notice of such lien, except that Lessee
shall have the right to contest any such lien so long as Lessee posts a bond removing such lien
from title in the amount required by law within such ten (10) business day period.

59  Subsequent Renovations. Lessee covenants that throughout the Term (i) the
Hotel shall be maintained and operated as a First Class Hotel with amenities comparable to those
included in the Hotel on its completion, taking into account the age of the Hotel (as refurbished
and renovated hereunder) and that Lessee shall make periodic refurbishments and renovations of
the Hotel in a scope and on a schedule at least commensurate with the scope and schedule of
periodic refurbishment and renovation typical for other First Class Hotels, and (ii) the Premises
and all Improvements thereon other than the Hotel shall be maintained as a top quality retail and
residential development at least comparable to facilities similar in size and nature to the Premises
in the Southern California region (the “Renovation Standard”). Such obligation shall include
requisite upgrades to building facades, storefronts, signage, roofs, common area lighting,
common area landscaping and irrigation systems, and common area vehicle parking and striping
surfaces. Lessee shall be required to perform periodic renovations and upgrades of the
Improvements (other than the interiors of the individual units in the Residential Improvements
and the interiors of the Sublessees’ spaces in the Retail Improvements) meeting the Renovation
Standard in accordance with the following schedule (each, a “Subsequent Renovation”). A
Subsequent Renovation shall be completed every twenty-five (25) years during the Term;
provided, however, that the foregoing shall not apply to the Hotel, which shall be renovated as
required by clause (i) of the first sentence of this paragraph.

Prior to the commencement of construction of a Subsequent Renovation, Lessee
shall submit to Director, for Director’s approval, a renovation plan for such Subsequent
Renovation (a “Subsequent Renovation Plan”), which renovation plan shall (a) describe the
proposed renovation work in detail, (b) include a design, governmental approval and
construction schedule for the work described therein, (c) include a budget for all work costs,
which budget shall be consistent with the Minimum Required Renovation Amount (as defined
below) applicable to such Subsequent Renovation, and (d) address such other matters as Director
reasonably requests. The Subsequent Renovation Plan shall be submitted by Lessee to Authority
not later than such date as, taking into consideration the approval periods described in this
Section 5.9 and Section 5.3 above, and the estimated time required to obtain all necessary
governmental approvals and permits, will permit the commencement by Lessee of the applicable
Subsequent Renovation by the date required under this Section 5.9. Director shall have sixty
(60) days within which to approve or disapprove the Subsequent Renovation Plan. If Director
fails to notify Lessee in writing of its approval or disapproval of the Subsequent Renovation
Plan, Director shall be deemed to have approved; provided, however, that the Subsequent
Renovation Plan shall not be deemed approved unless the request for approval contains the
following provision, in bold print: '
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NOTICE IS HEREBY GIVEN THAT FAILURE TO
APPROVE OR DISAPPROVE THE REQUESTED MATTER
WITHIN 60 DAYS SHALL BE DEEMED AN APPROVAL
PURSUANT TO SECTION 5.9 OF THE PHASE I GROUND
LEASE.

Upon Director’s approval of the Subsequent Renovation Plan, Lessee shall proceed to
satisfy all conditions in this Article 5 to the commencement of the Subsequent Renovation and to
commence and complete the Subsequent Renovation in accordance with the Subsequent
Renovation Plan and the terms and conditions of this Article 5. Lessee’s failure to comply with
the schedule approved by Director as part of Subsequent Renovation Plan and/or to meet the
construction commencement and completion deadlines pertaining to the Subsequent Renovation
set forth in this Section 5.9 shall, if not cured within the cure period set forth in Section 13.1.2,

. constitute an Event of Default.

Notwithstanding the foregoing provisions of this Section 5.9, Lessee’s obligation
to make Subsequent Renovations to comply with the Renovation Standard as set forth in this
Section 5.9 shall not be applicable to the storefront, facade and/or signage of any individual
Sublessee premises that are subleased by Lessee to a national or regional tenant to the extent that
Lessee does not have the authority under the applicable Sublease to make renovations, or to
require the Sublessee to make renovations, to such facade, storefront and/or signage to permit
Lessee to comply with the requirements of this Section 5.9; provided, however, that Lessee shall
use commercially reasonable efforts to arrange for such Sublessees to perform, or permit the
performance of, upgrades that would permit Lessee to comply with the requirements of this
Section 5.9; and provided, further, that upon the expiration or earlier termination of any such
Sublease, Lessee shall be obligated to upgrade or cause to be upgraded such Sublease premises
to meet the Renovation Standard.

Lessee shall be required to expend at least the Minimum Required Renovation
Amount for the cost of each Subsequent Renovation. The “Minimum Required Renovation
Amount” for each respective Subsequent Renovation shall be the following aggregate amounts
corresponding to the period from the Commencement Date of this Lease (or, in the case of the
second or third Subsequent Renovation, from the date of the completion of the most recent
Subsequent Renovation) until the completion of such Subsequent Renovation: (A) one and one
half percent (1.5%) per year of Gross Rents or Gross Room Revenues (in the case of the Hotel)
for each of the first five (5) years after the Commencement Date, and (B) two percent (2%) per
year of the Gross Rents or Gross Room Revenues (in the case of the Hotel) for each year
thereafter during the remaining Term of this Lease. Lessee shall receive a credit against the
Minimum Required Renovation Amount for capital expenditures made by Lessee or its
Sublessees after the tenth (10™) anniversary of the completion of the Improvements to meet the
Renovation Standard and that are approved by Director for purposes of this Section 5.9. Only
those Subsequent Renovation costs that are approved by Director in accordance with this Section
5.9 shall be considered in determining Lessee’s compliance with the requirements of this
paragraph. )

5.10 Force Majeure, Enforced Delay, Extension of Time of Performance. Time is
of the essence in this Lease. Performance by any party hereunder shall not be deemed to be in
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default where delays or defaults are due to war; insurrection; strikes; lock-outs; riots; floods;
earthquakes; fires; casualties; acts of God; acts of the public enemy; epidemics; quarantine
restrictions; freight embargoes; lack of transportation; governmental restrictions or priority;
litigation; unusually severe weather; inability to secure necessary labor, materials or tools; acts of
another party; acts or the failure to act of any public or governmental agency or entity (except
that acts or the failure to act of Authority shall not excuse performance by Authority) or any
other causes beyond the reasonable control or without the fault of the party claiming an
extension of time to perform (“Force Majeure”). An extension of time for Force Majeure shall
only be for the period of the enforced delay, which period shall commence to run from the time
of the commencement of the cause. The party requesting an extension of time under this Section
shall give notice promptly following knowledge of the delay to the other party. If, however,
notice by the party claiming such extension is sent to the other party more than thirty (30) days
after knowledge of the commencement of the delay, the period shall commence to run upon the
earlier of (i) thirty (30) days prior to the giving of such notice or (ii) the date that the other party
received knowledge of the events giving rise to the delay. For purposes of this Section 5.10, a
cause shall be beyond the control of the party whose performance would otherwise be due only if
and to the extent such cause would prevent or hinder the performance of an obligation by any
reasonable person similarly situated and shall not apply to causes peculiar to the party claiming
the benefit of this Section (such as a failure to order materials in a timely fashion).

5.11 Notice of Completion of Alterations. Upon completion of any Alterations,
Lessee shall file or cause to be filed in the Official Records of the County of Los Angeles a
Notice of Completion (the “Notice of Completion’) with respect to the Alterations and Lessee
shall deliver to Authority, at no cost to Authority, two (2) sets of conoflex or mylar final as-built
plans and specifications of the Alterations. Section 507 of the DDA shall govern with respect to
the issuance of a Certificate of Completion for the Initial Improvements to be constructed
pursuant to the DDA.

6. CONDEMNATION.
6.1 Definitions.

6.1.1 Condemnation. “Condemnation” means (1) the exercise by any
governmental entity of the power of eminent domain, whether by legal proceedings or otherwise,
and (2) a voluntary sale or transfer to any Condemnor (as hereafter defined), either under threat
of Condemnation or while legal proceedings for Condemnation are pending.

6.1.2 Date of Taking. “Date of Taking” means the date the Condemnor has the
right to possession of the Premises being condemned.

6.1.3 Award. “Award” means all compensation, sums or anything of value
awarded, paid or received from a total or partial Condemnation.

6.1.4 Condemnor. “Condemnor” means any public or quasi-public authority,
or private corporation or individual, having the power of eminent domain.
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6.1.5 Total Taking. “Total Taking” means a permanent Condemnation of all of
the Premises.

6.1.6 Partial Taking. “Partial Taking” means a permanent Condemnation of
less than all of the Premises.

6.1.7 Temporary Taking. “Temporary Taking” means a Condemnation for a
period of time less than the entire remaining Term of this Lease.

6.2  Parties’ Rights and Obligations to be Governed by Lease. If, during the Term
of this Lease, there is any taking of all or any part of the Premises, any Improvements on the
Premises or any interest in this Lease by Condemnation, the rights and obligations of the partles
shall be determined pursuant to the provisions of this Article 6.

6.3 Total Taking. If a Total Taking occurs, this Lease shall terminate on the Date of
Taking.

6.4 Effect of Partial Taking. If a Partial Taking occurs, this Lease shall remain in
effect, except that Lessee may elect to terminate this Lease if Improvements constituting more
than twenty-five percent (25%) of the replacement cost of all of the Improvements on the:
Premises are the subject of such Partial Taking, or if such Partial Taking results in Lessee’s loss
of access to the Improvements so that Lessee has no effective use thereof. Lessee must exercise
its right to terminate by giving Authority written notice of its election within ninety (90) days
after the nature and extent of the taking and the probable amount of compensation have been
determined. Such notice shall also specify the date of termination, which shall not be prior to the
Date of Taking. Failure to properly exercise the election provided for in this Section 6.4 will
result in this Lease’s continuing in full force and effect.

If Lessee does not elect to terminate this Lease as provided above, then Lessee,
whether or not the Award or payments, if any, on account of such taking shall be sufficient for
the purpose, shall, at its sole cost and expense, within a reasonable period of time, commence
and complete restoration of the remainder of the Premises as nearly as possible to its value,
condition and character immediately prior to such taking, taking into account, however, any
necessary reduction in size or other change resulting from the taking; provided, however, that in
case of a Temporary Taking, Lessee shall not be required to effect restoration until such taking is
terminated. Lessee shall furnish to Authority evidence satisfactory to Authority of the total cost
of the restoration required by this Section 6.4.

6.5  Effect of Partial Taking on Lease Consideration. If a Partial Taking occurs
and this Lease remains in full force and effect as to the portion of the Premises that is not the
subject of the Partial Taking, the Lease Consideration payable under this Lease shall not be
reduced and all other obligations of Lessee under this Lease, including but not limited to the
obligation to pay Incentive Rent, shall remain in full force and effect.

6.6  Waiver of Code of Civil Procedure Section 1265.130. Each party waives the
provisions of Code of Civil Procedure Section 1265.130 allowing either party to petition the
Superior Court to terminate this Lease in the event of a Partial Taking or Temporary Taking.
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6.7 Payment of Award. Awards and other payments, less costs, fees and expenses
incurred in the collection thereof (“Net Awards and Payments™) on account of a Condemnation
shall be applied as follows:

6.7.1 Partial Taking Without Termination. Net Awards and Payments received
on account of a Partial Taking which does not result in termination hereof shall be held by
Authority and shall be paid out to Lessee or Lessee’s designee(s), in progress payments, for the
cost of restoration of the Premises. The balance, if any, shall be divided between Authority and
Lessee pro rata, as nearly as practicable, based upon (1) the then value of Authority’s interest in
the Premises (including its interest hereunder) and (2) the then value of Lessee’s interest in the
remainder of the Term of this Lease including bonus value. Any determinations of fair market
value made pursuant to this Section 6.7 shall be predicated upon the “income approach” or
“income capitalization approach” to property valuation, as defined in The Dictionary of Real
Estate Appraisal and/or The Appraisal of Real Estate, published by the Appraisal Institute or any
successor organization (the “Income Approach”).

6.7.2 Temporary Taking. Net Awards and Payments received on account of a
Temporary Taking shall be paid to Lessee; provided, however, that if any portion of any such
award or payment is paid by the Condemnor by reason of any damage to or destruction of the
Improvements, such portion shall be held by Authority and shall be paid out to Lessee or
Lessee’s designee(s), in progress payments, for the cost of restoration of the Premises.

6.7.3 Total Taking and Partial Taking with Termination. Net Awards and
Payments received on account of a Total Taking or a Partial Taking which results in the
termination of this Lease shall be allocated in the following order:

First: There shall be paid to Authority an amount equal to the greater of
(a) the sum of (1) the present value of all Incentive Rent and other sums which would become
due through the expiration of the Term if it were not for the taking less, in the event of a Partial
Taking, an amount equal to the present value of the fair rental value of the portion of the
Premises (with the Improvements thereon) not subject to the Partial Taking, from the date of the
Partial Taking through the expiration of the Term and (2) the present value of the portion of the
Premises (with the Improvements thereon) subject to the taking from and after the expiration of
the Term or (b) in the event of a Partial Taking, the present value of the Renegotiated Rental
Value of the portion of the Premises (with the Improvements thereon) subject to the Partial
Taking, from and after the expiration of the Term.

Second: There shall be paid to any Mortgagee an amount equal to the sum
of any unpaid principal amount of any Mortgage secured by the Premises plus costs, expenses,
and other sums due pursuant the loan documents, if any, and any interest accrued thereon, all as
of the date on which such payment is made.
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Third: There shall be paid to Lessee an amount equal to the value of
Lessee’s interest in the remainder of the Term of this Lease, including the value of the ownership
interest in and use of the Improvements constructed on the Premises, determined as of the date of
such taking, less payments made under paragraph Second above. For such purposes, the Term of
this Lease shall not be deemed to have terminated even if Lessee so elects under Section 6.4.

Fourth: The balance shall be paid to Authority.

6.7.4 Disputes. Any dispute under this Article 6 concerning the fair market
value of the Premises or any portion thereof, computation of present value or the determination
of the amount of Incentive Rent or other sums which would have become due over the Term of
this Lease which are not resolved by the parties, shall be submitted to arbitration pursuant to
Article 16 of this Lease. Such valuations, computations and determinations of value shall be
made utilizing the Income Approach.

6.7.5 Payments to Mortgagee. Notwithstanding anything to the contrary set
forth in this Article 6, all compensation awarded upon a Condemnation or taking to which Lessee
may be entitled hereunder shall be paid to the Mortgagee (if any) to be distributed in accordance
with the terms of the Mortgage; provided, however, that if Lessee satisfies all conditions for the
release of the Premises from the lien of the Mortgage, then the Mortgagee shall be paid only the
amount of such compensation awarded which equals the amount the Mortgagee would have
received if, at such time, the Premises were released pursuant to the terms of the Mortgage.

7. CERTAIN COVENANTS OF LESSEE.

7.1 Net Worth.

7.1.1 Minimum Net Worth. Lessee shall maintain, at all times prior to
completion of the Initial Improvements, a minimum net worth equal to the greater of (i)
$100,000,000 or (it) 20% of the total projected development cost of Phase 1. Lessee has
confirmed to the Authority that the total projected development cost of Phase I is expected to be
approximately $750,000,000 (including the Leasehold Acquisition Fee for Phase I) and that
Lessee expects to borrow approximately 80% of the cost of the Grand Avenue Project; therefore,
the minimum net worth of Lessee for Phase I is $150,000,000 based on 80% financing. Such net
worth includes the Leasehold Acquisition Fee for Phase I payable by Lessee pursuant to Section
4.2.1. After completion of the Initial Improvements, with respect to each Component thereof
that is owned by Lessee (i.e., not Transferred to an Operator pursuant to an Operator Ground
Lease), Lessee shall maintain adequate capitalization and liquidity to perform its duties
hereunder with respect to such Component including, without limitation, maintaining and
operating the applicable Component in the first class manner required by this Lease (“Minimum
Net Worth”). Lessee’s failure to maintain the Minimum Net Worth shall constitute an Event of
Default hereunder.

7.1.2 Evidence of Minimum Net Worth. So long as Lessee owns any
Component, Lessee must establish to the reasonable satisfaction of the Authority that Lessee
meets the Minimum Net Worth requirements set forth in Section 7.1.1 with respect to such
Component on at least an annual basis, including through the delivery of certified financial
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- statements, copies of the notes and guaranties used for the capitalization and other similar
information on each anniversary of the Commencement Date. A guaranty of payment and
performance by Related in favor of Authority shall be an acceptable mechanism for satisfying
the Minimum Net Worth requirement.

7.2 Condominium Conversions.

Without the prior consent of the Authority, no individual rooms in the Hotel shall be
transferred, sold or leased as individual hotel condominium units during the Term of this Lease.
Authority acknowledges that Lessee may request the right to sell rooms in the Hotel as hotel
condominium units in the future, and Authority and Lessee agree that any such sale would be
subject to the consent of the Authority in its discretion; provided, however, that Authority shall
not unreasonably withhold such consent if Authority determines that the proposed sale of such
Hotel rooms would not have an adverse impact on the Authority, the amount of Hotel revenue or
Hotel Incentive Rent, or the quality and nature of the operation of the Hotel.

8. INDEMNITY.

Lessee shall at all times defend, indemnify, protect, and save harmless the Authority, the
CRA, the City, the County, the Grand Avenue Committee, and their respective commissioners,
council members, board members, officers, beneficiaries, employees, agents, attorneys,

- representatives, legal successors and assigns (collectively, “Authority Indemnified Parties’)
and all persons acting under, through, or on behalf of them, from any and all claims, costs,
losses, expenses or liability, including attorneys’ fees and costs of litigation, for the death of or
injury to persons or damage to property, including property owned or controlled by or in the
possession of Authority Indemnified Parties, to the extent that such arises from or is caused by
(a) the construction, alteration, improvement, operation, management, maintenance, use, or
occupancy-of the Premises by Lessee or its agents, officers, employees, licensees, -
concessionaires, permittees or Sublessees, (b) the acts, omissions, or negligence of Lessee, its
agents, officers, employees, licensees, concessionaires, permittees or Sublessees in connection
with this Lease or the Premises, or (c) the failure of Lessee, its agents, officers, employees,
licensees, concessionaires, permittees or Sublessees to observe and abide by any of the terms or
conditions of this Lease or any applicable law, ordinance, rule, or regulation pertaining to this
Lease or the Premises; provided, however, that the terms of the foregoing indemnity shall not
apply to the gross negligence or willful misconduct of the Authority Indemnified Parties. Lessee
shall pay immediately upon demand of the Authority Indemnified Parties any amounts owing
under this indemnity. The duty of Lessee to indemnify includes the duty to defend the Authority
Indemnified Parties or, at the Authority Indemnified Parties’ choosing when said defense is not
being provided by a commercial carrier of insurance, to pay the Authority Indemnified Parties’
costs of their defense in any court action, administrative action, or other proceeding brought by
any third party arising from this Lease or the Premises. The obligation of Lessee to so defend,
indemnify, protect, and save harmless Authority Indemnified Parties shall continue during any
periods of occupancy or of holding over by Lessee, its agents, officers, employees, licensees,
concessionaires, permittees or Sublessees, beyond the expiration of the Term or other
termination of this Lease.

Lessee shall include a provision comparable to the preceding paragraph in each Sublease
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so that each Sublessee agrees to defend, indemnify, protect and save harmless the Authority
Indemnified Parties as provided herein.

9. INSURANCE.

Without limiting Lessee’s indemnification of the Authority Indemnified Parties set forth
in Article 8, Lessee shall maintain or cause to be maintained, and keep in full force and effect,
the following insurance coverages. Such insurance relates to Lessee’s performance and
operations and shall be primary to and not contributing with any insurance or self-insurance
programs maintained by any of the Governing Entities, and such coverages shall be provided and
maintained at Lessee’s own expense. »

9.1 Policy Requirements.

9.1.1 Commercial General Liability Insurance. A policy of commercial general
liability insurance (written on ISO policy form CG 00 01 or its equivalent) with limits of not less
than the following: '

General Aggregate: ’ $25,000,000
Products/Completed Operations Aggregate: $25,000,000
Personal and Advertising Injury: $10,000,000
. Each Occurrence: $10,000,000

Such policy shall protect the Governing Entities as additional insureds against incurring
any legal cost in defending claims for alleged loss subject to all the terms and conditions of the
commercial general liability policy. Excess insurance that complies with the general insurance
requirements set forth in Section 9.2 below may be used to provide the required coverage limits.

9.1.2 Automobile Liability Insurance. Lessee shall require contractors and other
parties working on the Premises to have commercial automobile liability insurance written on
ISO policy form CA 00 01 or its equivalent, with a limit of liability of not less than Two Million
Dollars ($2,000,000) per accident, including coverage for any owned, hired or non-owned
automobiles, or coverage for “any auto.” If and when valet parking services are provided at the
Premises, Lessee shall also provide Garagekeeper’s Legal Liability coverage (written on ISO
form CA 99 37 or its equivalent) with limits of not less than Three Million Dollars ($3,000,000).
Lessee’s excess liability insurance policies shall also apply to commercial automobile liability.

9.1.3 Worker’s Compensation and Employer’s Liability Insurance. Worker's
compensation insurance having limits not less than those required by the Labor Code of the State
of California and federal statute, if applicable, and covering all persons employed by Lessee and
Lessee’s contractors in the conduct of its operations on the Premises (including the "all states"
and volunteers endorsements, if applicable), together with Employer's Liability insurance
coverage with limits of not less than the following:

Each Accident: $1,000,000
Disease — policy limit: $1,000,000
Disease — each employee: $1,000,000
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9.1.4 Liquor Liability Insurance. If and when the manufacture, distribution or
service of alcoholic beverages occurs on the Premises, Lessee shall provide Liquor Liability
insurance (written on ISO policy form CG 00 33 or 34 or their equivalent) with a liability limit of
not less than Five Million Dollars ($5,000,000) per occurrence and an annual aggregate of Ten
Million Dollars ($10,000,000). If written on a “claims made” form, the coverage shall also
provide an extended two (2) year reportmg period commencing upon the expiration or earlier
termination of this Lease.

9.1.5 Commercial Property Insurance. A policy of insurance to cover damage
to the Project including improvements and betterments, from perils covered by the Causes-of-
Loss Special Form (ISO form CP 1030) or its equivalent, including flood (flood shall have a sub-
limit of $20,000,000), earthquake (with coverage levels based on probable maximum loss
analysis as set forth in a seismic analysis prepared by a licensed engineer and if coverage is -
available at reasonable rates), and ordinance or law Coverage (ordinance or law shall have a sub-
limit of $5,000,000) written for the full replacement value of the Project including any and all
Improvements, with a deductible no greater than $250,000 (adjusted by CPI) or 5% of the
property values whichever is less (except for earthquake deductible which shall not exceed 5% of
the insured unit value). Such policy of insurance shall also include boiler and machinery
coverages, and business interruption coverage, including loss of rents equal to eighteen (18)
months of rent. Insurance proceeds will be payable to the Lessee, Authority, CRA, City and
County as their interests may appear and will be utilized for repair and restoration of the Project.
The obligation to provide insurance coverages under this Section 9.1.5 shall not be applicable so
long as the insurance coverage described in Subsection 9.1.6(1) below is carried during the
construction of the Initial Improvements..

9.1.6 Insurance During Construction. During the construction of the Initial
- Improvements and the construction of any Alterations, Lessee shall maintain or cause to be
maintained, and keep in full force and effect, the following insurance coverages:

¢)) Builder’s Risk Course of Construction. Such coverage shall: (a)
insure against damage from perils covered by the Causes-of-Loss Special Form (ISO form CP -
1030) or its equivalent, and be endorsed to include earthquake, flood (flood shall have a sub-
limit of $20,000,000), ordinance or law coverage (ordinance or law shall have a sub-limit of -
$5,000,000), coverage for temporary offsite storage, debris removal, pollutant cleanup (pollutant
cleanup shall have a sub-limit of $5,000,000) and removal, preservation of property, excavation
costs, landscaping, shrubs and plants, full collapse coverage during construction (without
restricting collapse coverage to specified perils), boiler and machinery coverage for air
conditioning, heating and other equipment during testing, covering the entire value of materials
and equipment in transit, and (b) be written on a completed-value basis (except the earthquake
coverage (which shall be based on probable maximum loss analysis as set forth in a seismic
analysis prepared by a licensed engineer and if coverage is available at reasonable rates)) and
cover the entire value of the construction project, including materials and equipment of the
County, City or CRA, against loss or damage until completion and acceptance of the
construction by the Authority.
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2) General Liability Insurance. Such coverage shall be written on
ISO policy form CG 00 01 or its equivalent with limits of not less than Twenty-Five Million
Dollars ($25,000,000) per occurrence, Fifty Million Dollars ($50,000,000) policy aggregate and
Fifty Million Dollars ($50,000,000) products/completed operations aggregate. The '
products/completed operations coverage shall continue to be maintained in the amount indicated
above for at least ten (10) years after the issuance of a Certificate of Completion for the Initial
Improvements or the Alterations, as applicable. Such insurance shall be an occurrence based
policy with no “On Going Operations Endorsement” and “Close of Escrow Coverage Forms.”
Excess insurance that complies with the general insurance requirements set forth in Section 9.2
below may be used to provide the required coverage limits.

3) Errors and Omissions. Lessee shall cause all architects, engineers
and other design professionals providing services in connection with the Improvements to carry
Professional Liability Insurance covering errors, omissions, negligent or wrongful acts. The

- limits of coverage required shall be (a) Five Million Dollars ($5,000,000) with respect to the

prime architect for the Improvements (or such lesser amount as required by the Authority for the
prime architect in connection with subsequent Alterations), and (b) One Million Dollars
($1,000,000) with respect to each other architect, engineers, surveyor or other licensed
professional rendering services in connection with design or construction on the Premises. The
coverage shall also provide an extended two (2) year reporting period commencing upon

‘termination or cancellation of the errors and omissions coverage or issuance of a Certificate of

Completion for the Initial Improvements, whichever occurs first.

@) Worker’s Compensation and Employer’s Liability Insurance. Such
coverage shall provide workers compensation benefits, as required by the Labor Code of the
State of California. Such policy shall be endorsed to waive subrogation against the Governing
Entities for injury to Lessee, contractors’ and subcontractors’ employees. In all cases, such

- insurance shall include Employer's Liability insurance coverage with limits of not less than the

‘following:
Each Accident: $1,000,000
Disease — policy limit: $1,000,000
Disease — each employee: $1,000,000

&) Asbestos Liability or Contractors Pollution L1ab111tv Insurance. If
construction requires remediation of asbestos or pollutants, and if such insurance is available,
such insurance shall cover liability for personal injury and property damage arising from the
release, discharge, escape, dispersal or emission of asbestos or pollutants, whether gradual or
sudden, and include coverage for costs and expenses associated with voluntary clean-up, testing,
monitoring and treatment of asbestos or pollutant(s) in compliance with governmental mandate
or order. If the asbestos or pollutant will be removed from the Premises, asbestos or pollutant
liability shall also be required under the contractor’s or subcontractor’s Automobile Liability
Insurance. Coverage limits shall be as reasonably required and mutually agreed upon by Lessee
and the Authority or its designated representative.

(6) Automobile Liability Insurance. Lessee shall require contractors
and other parties working on the Project to have commercial automobile liability insurance
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written on ISO policy form CA 00 01 or its equivalent, with a limit of liability of not less than
Five Million Dollars ($5,000,000) per accident, including coverage for any owned, hired or non-
owned automobiles, or coverage for “any auto.” Lessee’s excess liability insurance policies shall
also apply to commercial automobile liability.

9.1.7 Modifications to Coverages. The Authority reserves the right throughout
the Term of this Lease, to require reasonable changes to the amounts and types of insurance
coverage required hereunder based on accepted risk management principles by giving Lessee
ninety (90) days prior written notice of such change, provided such requirements are
commercially available and are what is customarily maintained by comparable developers of
comparable projects. :

9.2 General Insurance Requirements.

9.2.1 Insurance Companies. Insurance required to be maintained pursuant to
this Article 9 shall be written by companies authorized to do business in California and having a
"General Policyholders Rating" of at least A:VIII (or such higher rating as may be required by a.
Mortgagee) as set forth in the most current issue of "Best's Key Rating Guide."

9.2.2 Certificates of Insurance. »Lessee shall monitor the insurance of Lessee’s
contractors and design professionals and maintain proof of such insurance during construction.
Lessee shall deliver to Authority certificates of insurance with original additional insured
endorsements as indicated in Section 9.2.3 below, for all coverages required by this Article 9.
The certificates and endorsements of each insurance policy shall be on forms reasonably
acceptable to Authority and signed by a person authorized by the insurer to bind coverage on its
behalf and provided prior to commencing any activities on the Premises.

9.2.3 Additional Insureds. All policies of insurance required hereunder (other
than worker's compensation insurance and professional liability insurance) shall name Authority,
the Grand Avenue Committee, the CRA, the City, and the County as additional insureds as their
respective interests may appear. The policy required under Section 9.1.1 above shall provide for
severability of interest.

9.2.4 Excess Coverage. Any umbrella liability policy or excess liability policy
shall be in "following form" and shall contain a provision to the effect that, if the underlying
aggregate is exhausted, the excess coverage will drop down as primary insurance.

9.2.5 Notification of Incidents. Lessee shall promptly notify Authority of the
occurrence of any accidents or incidents in connection with the Premises that could give rise to a
claim under any of the insurance policies required under this Article 9. Lessee shall notify its
insurer of the occurrence of any accidents or incidents in connection with the Premises within the
time periods required under each insurance contract and shall provide a copy thereof to Authority
upon request by Authority.

9.2.6 Full Insurable Value. The term "full insurable value" shall mean the
actual replacement cost (without deduction for depreciation) of the Improvements immediately
before such casualty or other loss, including the cost of construction of the Improvements,
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architectural and engineering fees, and inspection and supervision. Lessee shall make available
upon request, to Authority, for its review and approval all documents, data and resources used in
determining the full insurable value.

9.2.77 No Cancellation. All policies of insurance shall not be subject to
cancellation, reduction in coverage, or nonrenewal except after notice in writing by Lessee shall
have been sent to Authority not less than thirty (30) days prior to the effective date of
cancellation, nonrenewal, amendment or reduction in coverages (except in the case of
cancellation for nonpayment of premium in which case cancellation shall not take effect until at
least ten (10) days' written notice has been given to each additional insured).

9.2.8 Premiums. Lessee agrees to pay all premiums timely for all insurance
required by this Article 9 and, at its sole cost and expense, to comply and secure compliance with
all insurance requirements necessary for the maintenance of such insurance.

9.2.9 Blanket Policies. The insurance described in this Article 9 may be carried
under a blanket policy or policies covering other liabilities and locations of Lessee, in form,
amount and content reasonably satisfactory to the Authority, provided such coverage provides
the same protection as if the insurance had been procured on an individual location basis.

9.2.10 Waiver of Subrogation. Lessee agrees to release the Authority
Indemnified Parties and waive its rights of recovery against the Authority Indemnified Parties
under the insurance policies specified in this Lease. Lessee shall ensure that each policy of
property insurance includes a waiver of subrogation against the Authority Indemnified Parties.

9.2.11 Notice. Lessee shall send all required insurance information to Authority
c/o the Grand Avenue Committee at 445 S. Figueroa Street, Suite 3400, Los Angeles, CA 90071
with a copy to the CRA at 354 South Spring Street, Los Angeles, California 90013 (Attention:
Regional Administrator) and to the County at 500 W. Temple Street, Room 713, Los Angeles,
California 90012 (Attention: Chief Administrative Officer).

9.2.12 Self-Insured Retentions (SIR) or Deductibles. Lessee shall identify any

~ SIR or deductibles that exceed $25,000. Authority retains the right to require Lessee to provide a
bond or other security to guarantee payment of all such retained losses and cost attributable to
Lessee’s SIR or deductible.

9.3  Disbursement of Proceeds. Upon the occurrence of any loss, the property
insurance proceeds shall be held by Authority in trust for the named insureds as their interests
appear, and shall be disbursed by Authority on a monthly basis to pay for work completed in
accordance with then-prevailing industry custom and practice. In the event of such loss Lessee
shall be obligated to rebuild or replace the destroyed or damaged buildings, structures, '
equipment, and Improvements, in accordance with the procedures set forth hereinabove for the
initial construction, except as otherwise provided in Article 10 hereof. Any surplus or proceeds
after said rebuilding or replacement shall be distributed to Lessee. Lessee acknowledges that the
County may require that all insurance proceeds attributable to the Public Space Improvements be
paid directly to the County and that County may control the disbursement of such proceeds.
Notwithstanding anything to the contrary set forth in this Section 9.3, the Authority
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acknowledges that the first-priority leasehold Mortgagee that is an Institutional Lender may
request the right to hold the insurance proceeds in trust and disburse such proceeds pursuant to
the terms of its Mortgage, and the Authority agrees (other than with respect to proceeds paid for
repair of the Public Space Improvements if the County requires that all insurance proceeds with
respect thereto be paid directly to the County) not to unreasonably withhold its consent to such a
request, if such Mortgagee, in the reasonable judgment of the Authority, has the necessary
qualifications and experience to competently serve in such capacity.

94 Failure to Maintain Coverage. Failure of Lessee to procure, maintain or renew
the herein required insurance shall, if not cured within ten (10) business days after written notice
from Authority, constitute a default hereunder. In the event of such failure, in addition to the
other rights and remedies provided hereunder, Authority may, at its discretion, procure or renew
such insurance and pay any and all premiums in connection therewith. Authority shall be
entitled to reimbursement for all actual costs incurred by the Authority in the procurement or
renewal of such insurance, with interest thereon at the Applicable Rate, within five (5) business
days after written demand by Authority. "

10. MAINTENANCE AND REPAIR; DAMAGE AND DESTRUCTION.

10.1 Lessee’s Maintenance and Repair Obligations. Lessee shall maintain the
Premises, including paved or unpaved ground surfaces, plazas, walkways, pedestrian and
vehicular access areas, and Improvements thereon, and the Public Spaces and Public Space
Improvements thereon, in conformance with such reasonable rules and regulations regarding the
use and occupancy of commercial projects in downtown Los Angeles (such as the Premises) as
may be promulgated by Authority and/or County and/or CRA and/or City from time to time for
general applicability on a non-discriminatory basis, as revised from time to time. Without
limiting the foregoing, at Lessee’s sole cost and expense, but subject to the terms and conditions
of this Lease, Lessee shall keep and maintain, or cause to be kept and maintained, the Premises -
and all equipment, Improvements or physical structures of any kind which may exist or be
erected, installed or made on the Premises (including in the Public Spaces) in good and
substantial repair and condition, including without limitation capital improvements and structural
and roof repairs and replacements, and shall make all necessary repairs and alterations and
replacements thereto, except as otherwise provided in this Article 10. Lessee shall undertake
such repairs, alterations or replacements in compliance with applicable Laws, and in compliance
with the provisions of Article 5, to the extent applicable. Lessee shall maintain all Improvements
on the Premises (including in the Public Spaces) in a safe, clean, wholesome and sanitary
condition, to the reasonable satisfaction of Director and in compliance with all applicable Laws.
Lessee shall, at its own cost and expense, install, maintain and replace landscaping between the
streets abutting the Premises and the building footprints on the Premises as is reasonably
necessary to create a pleasing development to the reasonable satisfaction of Director. Lessee
specifically agrees to provide proper containers for trash and garbage which are screened from
public view, to keep the Premises (including the Public Spaces) free and clear of rubbish and
litter. Authority in its proprietary capacity shall have the right to enter upon and inspect the
Premises, including the Public Spaces, at any reasonable time for cleanliness, safety and
compliance with this Section 10.1, as long as such entrance is not done in a manner which would
unreasonably interfere with the operation of the Premises. Lessee’s obligation to maintain and
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restore is absolute, and is not in any way dependent upon the existence or availability of :
insurance proceeds, except as otherwise provided in this Article 10. Restoration shall take place
in accordance with the provisions of Article 5. :

10.2 Maintenance Deficiencies. If Authority provides written notice to Lessee of a
deficiency or other breach in the performance by Lessee of the maintenance and repair
obligations of Lessee under Section 10.1 above, then Lessee shall promptly commence the cure
thereof and shall complete such cure within the time period for such cure set forth in the
Authority’s deficiency notice, which cure period shall not be less than thirty (30) days except if
the deficiency pertains to a condition that is a threat to health or safety or otherwise constitutes
an emergency situation, in which case Authority shall have the right to immediately require
Lessee to take all appropriate steps to avoid damage or injury. If Lessee fails to cure any such
deficiency within the cure period set forth in Authority’s deficiency notice (which cure period
shall comply with the requirements of the immediately preceding sentence of this Section 10.2),
then in-addition to, and not in lieu of, any rights or remedies that Authority may have under
Article 13 of this Lease for defaults not cured within the applicable notice and cure periods set
forth therein, Lessee shall pay to Authority an amount equal to Five Hundred Dollars ($500.00)
per day per item of deficiency for each day after such cure period that the deficiency item
remains uncured; provided, however, if the nature of the deficiency is such that it is not capable
of cure within the cure period specified in Authority’s notice (for example, as a result of -
permitting requirements or construction material procurement delays beyond the control of
Lessee), then as long as during the specified cure period Lessee commences the cure of the
deficiency and thereafter continues the prosecution of the completion of such cure in a manner
and-with such diligence that will effectuate the cure in as short a period as reasonably possible,
then the cure period specified in Authority’s deficiency notice shall be extended for such
additional time as necessary to complete the cure in as short a period as reasonably possible.

For purposes of determining the number of items of deficiency set forth in a

“deficiency notice received from the Authority, Authority shall reasonably identify the separate
deficiencies so as not to unfairly increase the daily amount payable under this Section 10.2 by
separating the work into unreasonably particularized items (e.g., the requirement to paint the
exterior of a building shall not be split into individual deficiency items for the painting of each
individual door, window or other component of such building). If a cited deficiency is not health
or safety related and does not otherwise constitute an emergency, and if in the reasonable and
good faith business judgment of Lessee the deficiency notice was erroneously issued by
Authority, then Lessee shall have the right to contest such deficiency notice by written notice to
Director within five (5) business days after the date the deficiency notice is received by Lessee.
If Lessee files any such contest with Director, then Director shall have the right, in the exercise
of Director’s discretion, to consider such contest. If Lessee’s contest is made on a reasonable
and good faith basis, then the cure period for the deficiency notice shall be tolled during the
period between the date Director receives written notice of such contest and continuing until
Director notifies Lessee in writing that either Director denies Lessee’s contest or that Director
has determined not to consider such contest. The Five Hundred Dollars ($500.00) per diem
amount set forth in this Section 10.2 shall be adjusted every three (3) years during the remaining:
Lease Term on each third (3) anniversary of the Commencement Date to reflect any change in
the CPI over the three (3) year period immediately preceding each such adjustment.
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10.3  Option to Terminate Under Certain Circumstances. In the event of any
damage to or destruction of the Premises, or any Improvements located thereon, Lessee shall,
except as otherwise expressly provided in this Section 10.3, promptly (taking into consideration .
the necessity of obtaining approvals and permits for such reconstruction) repair and/or restore
such Improvements to their condition existing prior to the damage or destruction. Except as
otherwise expressly provided in this Section 10.3, such obligation to repair and restore is
absolute, and is in no way dependent upon the existence or availability of insurance proceeds.
Repair and restoration of any damage or destruction shall take place in accordance with the
provisions of Article 5. -

Notwithstanding the foregoing, provided that Lessee complies with all of the
provisions of Subsections 10.3.1 through 10.3.4 below, Lessee shall have the option to terminate
this Lease and be relieved of the obligation to restore the Improvements on the Premises if (i) all
or substantially all of the Improvements on the Premises are substantially damaged or destroyed
and such damage or destruction resulted from a cause not insured against by Lessee and not
required to be insured against by Lessee under this Lease (an “Uninsured Loss”), or (ii) during
the last five (5) years of the Term the Improvements on the Premises are damaged or destroyed
and the cost of repair and restoration exceeds twenty-five percent (25%) of the total replacement
cost of all of the Improvements on the Premises immediately prior to the damage or destruction.
Lessee shall not have any right to terminate this Lease or be relieved of its obligation to restore
the Improvements based on damage to or destruction of the Public Space Improvements. The
following shall be conditions precedent to Lessee’s right to terminate this Lease and be relieved
of the obligation to restore the Improvements on the Premises pursuant to this paragraph:

-10.3.1 No more than one hundred (100) days following the date of the damage or
destruction Lessee shall notify Authority of its election to terminate this Lease; to be effective,
this notice must include both a copy of Lessee’s notification to the Mortgagee, if any, of Lessee’s
intention to exercise this option to terminate and Lessee’s certification under penalty of perjury
that Lessee has delivered or mailed such notification to the Mortgagee in accordance with this
Subsection 10.3.1. Authority shall be entitled to rely upon the foregoing notice and certification
- as conclusive evidence that Lessee has notified the Mortgagee regardmg Lessee’s desire to
terminate this Lease.

10.3.2 Lessee shall assign to Authority.and Authority shall be entitled to retain all
insurance proceeds payable in connection with the event of damage or destruction, and, if
 requested by Authority Lessee shall, no more than sixty (60) days following the giving of the
notice required by Subsection 10.3.1 or such longer time as may be reasonable under the
circumstances, remove all debris and other rubble from the Premises; secure the Premises against
trespassers, and, at Authority’s election, remove all remaining Improvements from the Premises
so that the Premises are surrendered to Authority in the condition required under this Lease on
the expiration or earlier termination thereof. If Authority shall require Lessee to demolish and
remove from the Premises the remaining Improvements, Authority shall make available to
Lessee any insurance proceeds received from Lessee’s insurance necessary to pay for the cost of
such demolition and removal, but no shortfall in the amount of such insurance proceeds shall
relieve Lessee of its obligations under this Subsection 10.3.2. Lessee acknowledges that the
County may require that all insurance proceeds attributable to damage or destruction of the
Public Space Improvements be paid directly to the County and that County may control the
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disbursement of such proceeds for the repair and restoration of the Public Space Improvements.
Notwithstanding anything to the contrary set forth in this Subsection 10.3.2, the Authority
acknowledges that the first-priority leasehold Mortgagee that is an Institutional Lender may
request the right to hold the insurance proceeds in trust and disburse such proceeds pursuant to
the terms of its Mortgage, and the Authority agrees (other than with respect to the proceeds
received for repair of the Public Space Improvements if the County requires that all insurance
proceeds with respect thereto be paid directly to the County) not to unreasonably withhold its
consent to such a request, if such Mortgagee, in the reasonable judgment of the Authority, has
the necessary qualifications and experience to competently serve as in such capacity.

10.3.3 If within ten (10) days following Authority’s receipt of the notice referred

to in Subsection 10.3.1, Authority has not received a written notice from the Mortgagee, if any,

objecting to the termination of this Lease or an agreement containing an effective assignment of
Lessee’s interest in this Lease with respect to the damaged Component(s) to such Mortgagee
whereby such Mortgagee expressly assumes and agrees to be bound by and perform all of
Lessee’s obligations under this Lease, Lessee shall deliver to Authority a quitclaim deed to the
damaged Component(s) in recordable form, in form and content satisfactory to Authority and/or

. with such other documentation as may be reasonably requested by Authority or any title

company on behalf of Authority, terminating Lessee’s interest in the Premises as to such
Component only and reconveying such interest to Authority free and clear of any and all
Mortgages and Subleases. :

104 No Option to Terminate for Other Casualty. Except as expressly provided in
Section 10.3 above, Lessee shall have no option to terminate this Lease or otherwise be relieved
of its obligation to restore the Improvements on the Premises in the case of any damage to or
destruction of the Premises or the Improvements located thereon.

10.5 No Authority Obligation to Make Repairs. Authority shall have no obligation
whatsoever to make any repairs or perform any maintenance on the Premises.

10.6 Repairs Not Performed by Lessee. If Lessee fails to make any repairs or
replacements as required, Director may notify Lessee of said failure in writing, and should
Lessee fail to cure said failure and make repairs or replacements within a reasonable time as
established by Director, Authority (or the County, in the case of the Public Space
Improvements) may make such repairs or replacements and the cost thereof, including, but not

-limited to, the cost of labor, overhead, materials and equ1pment shall be charged against Lessee

as provided in Section 13.5.

10.7 Other Repairs. Although having no obligation to do so, Authority may, at its
own cost and at its sole discretion, perform or permit others to perform any necessary filling,
grading or repair of utility systems, sewer facilities, roads, or other public facilities on or about
the Premises. :

10.8  Notice of Damage. Lessee shall give prompt notice to Authority of any fire or
damage affecting the Premises from any cause whatsoever.
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10.9 Waiver of Civil Code Sections. The parties’ rights shall be governed by this
Lease in the event of damage or destruction. The parties hereby waive the provisions of
California Civil Code Section 1932 and any other pr0v1810ns of law which provide for contrary
or additional rights. '

10.10 No Refund of Leasehold Acquisition Fee. Lessee shall not be entitled to any
refund of any portion of the Leasehold Acquisition Fee under any circumstances, regardless of
any termination of this Lease.

11. TRANSFERS.

11.1 Transfer Restrictions and Procedures.

11.1.1 Rationale. Lessee represents that it is entering into this Lease for the
purposes of the redevelopment of the Premises in accordance with the DDA and not for
speculation in land holding. Lessee further recognizes that, in view of the importance of the
redevelopment of the Premises to the general welfare of the community, the qualifications and
identity of Lessee, and its respective principals and personnel, are of particular concemn to
Authority. Among such qualifications are the financial resources of The Related Companies,
L.P., a New York limited partnership (“Related””) and CUIP Grand Avenue, LLC (“CUIP”) and
the reputation and experience of Related and its principals and personnel in the development of
world class projects. Lessee represents and warrants to the Authority that, as of the Effective
Date and subject to Lessee’s Transfer rights under this Lease, CUIP and Related Grand Avenue,
L.L.C., which is wholly owned by Related, are Lessee’s sole members. It is because of such
qualifications and identity that Authority is entering into this Lease and the DDA. Therefore, no
voluntary or involuntary successor-in-interest of Lessee shall acquire any rights or powers under
this Lease or in the Premises except as specifically set forth herein.

11; 1.2 Prohibition on Transfers.

(1) Prior to the issuance of a Certificate of Completion for the Initial
Improvements and except as specifically permitted herein, Lessee shall not cause or permit any
sale, transfer, conveyance, assignment, lease, sublease, hypothecation, Mortgage or pledge (each
of the foregoing being referred to in this Lease as a "Transfer") of the Improvements or of the-
Premises or Components of Phase I or any interest therein, or of any interest in this Lease, or of
any ownership interest in Lessee relating to Phase I, without the prior written consent of
Authority, which consent may be granted or withheld in Authority’s sole discretion. After the
issuance of a Certificate of Completion for the Initial Improvements and except as specifically
permitted herein, any Transfer of this Lease or of the Premises or the Improvements, or any
Components of Phase I, or any interest therein, shall be subject to the requirements of Section
11.3. Lessee acknowledges that the consent to a Transfer by Authority shall be subject to
Authority obtaining the prior consent to such Transfer by the County and the CRA.

2) The term “Transfer” shall include (i) with respect to a partnership,
the withdrawal or change, voluntary, involuntary or by operation of law, of twenty-five percent
(25%) or more of the partners, or transfer of twenty-five percent or more of partnership interests
within a twelve (12)-month period, or the dissolution of the partnership without immediate

?
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reconstitution thereof, and (ii) with respect to a closely held corporation (i.e., whose stock is not
publicly held and not traded through an exchange or over the counter), (A) the dissolution,
merger, consolidation or other reorganization of such corporation or, (B) the sale or other
transfer of more than an aggregate of twenty-five percent (25%) of the voting shares of the
corporation (including to immediate family members by reason of gift or death) within a twelve
(12)-month period, or (C) the sale, mortgage, hypothecation or pledge of more than an aggregate
of twenty-five percent (25%) of the value of the unencumbered assets of the corporation within a
twelve (12)-month period. The term “Transfer” shall also include a change in Control (as
defined in Section 1.2 above) of the subject entity.

11.1.3 Permitted Transfers.

Notwithstanding Section 11.1.2, the following Transfers shall be permitted
without Authority's consent on the terms and conditions hereafter set forth:

5] Space Leases in the Ordinary Course of Business. The leasing of
space within the Premises to Sublessees in the ordinary course of business. Long term ground
- leases or other leases or contracts which in effect serve to Transfer to the transferee Lessee’s
economic interest in the Premises or a substantial portion thereof shall not be deemed to be "in
the ordinary course of business"; ’

2 Condominium Sales. The creation and sale of residential airspace
condominium units in the Residential Improvements;

(3)  Permanent or Construction Loans from Institutional Lenders. The
granting of a Mortgage to an Institutional Lender to secure construction or permanent financing
for Phase I and any refinancing loan which refinances a permitted financing. All other
Mortgages shall be subject to approval in accordance with Section 12.1; and

4) Transfer of Parking Garage. Lessee shall have the right to Transfer
the Parking Garage to an Affiliate of Lessee in connection with obtaining bond financing for the
construction of the Parking Garage, provided that Lessee shall remain liable under this Lease for
the completion of the construction of the Parking Garage.

If Authority consents to a Transfer, (i) the terms and conditions of this Lease shall
in no way be deemed to have been waived or modified and (ii) such consent shall not be deemed
consent to any further Transfer by either Lessee or a transferee. Except as specifically provided
herein, without the specific written agreement of Authority, no Transfer permitted hereunder or
approved by Authority shall operate to release or excuse Lessee from any obligations or liability
under or in connection with this Lease or any other Project Document.

11.1.4 Transfer Procedures.

At least sixty (60) days prior to any proposed Transfer pursuant to this Article 11,
Lessee shall furnish Authority with (i) a written notice of such proposed Transfer, (ii) such
evidence as Authority may request in its commercially reasonable discretion demonstrating that
the proposed Transfer and transferee satisfy the criteria set forth herein applicable to such
Transfer and transferee (including certified financial statements and other information
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concerning the proposed transferee or joint venture partner and, in the case of a Transfer to a
qualified joint venture, a copy of the proposed joint venture agreement, provided that truly
confidential information in such joint venture agreement that is not required by the Authority, the
CRA or the County in order to make an informed decision about such transferee may be
redacted), and (iii) a copy of a proposed assignment or transfer document reasonably satisfactory
to Authority pursuant to which the transferee assumes, for the benefit of Authority, the
obligations of Lessee arising from and after the date of Transfer applicable to the interest

_ transferred, including the obligations of Lessee under this Lease and the Project Documents.
Authority's approval over any such Transfer shall verify that the proposed Transfer and
transferee satisfy the applicable requirements set forth herein and its approval of the proposed
assignment and assumption instrument to be entered into by the transferee. No Transfer by
Lessee shall release Lessee from its obligations under the CAM Agreement with respect to the
operation and maintenance of the common areas and exterior of the Improvements, other than an
assignment of the CAM Agreement by Lessee to an Operator in compliance with Section 11.4
below. Whether or not the Authority consents to any proposed Transfer, Lessee shall pay the
Authority’s review and processing fees, as well as any reasonable legal fees incurred by the
Authority, within thirty (30) days after written request by the Authority.

11.2 Transfers of Interests in Lessee; Replacement of Related Key Personnel.

11.2.1 Lessee’s Operating Agreement. Lessee acknowledges that Authority has
relied on the Lessee’s Limited Liability Company Operating Agreement dated September 12,
2005 (“Lessee’s Operating Agreement”) and on the management structure of Lessee previously
provided to Authority by Lessee, in entering into this Lease. Throughout the Term (until
Lessee’s interest under this Lease has been assigned as provided for herein), Lessee’s Operating
Agreement shall provide, unless consented to in writing by Authority (which consent may be
withheld in Authority’s sole discretion) that: (i) CUIP’s consent is required to any proposed
Transfer by Related of its interest in Lessee, (ii) any direct or indirect Transfer of Related’s
interest in Lessee that is approved by Authority under Section 11.1.4 will also require
Authority’s prior approval of a replacement developer and replacement of the Related Key
Personnel, in Authority’s sole discretion (subject to the provisions discussed below governing
* the removal of Related as the Administrative Member under certain specified limited
circumstances), (iii) a transfer of CUIP’s interest in Lessee will not be a default under Lessee’s
Operating Agreement so long as such Transfer is approved by Authority, and notwithstanding
. Section 11.1.2, Authority shall not unreasonably withhold its approval of a Transfer of CUIP’s
interest in Lessee if the replacement member has a net worth and liquidity reasonably adequate
to permit such member to contribute its share of the capital required for the development of the
Grand Avenue Project (including the ability to honor any notes or guaranties that were given by
CUIP as part of the required minimum capitalization of Lessee), (iv) the prohibition on Transfers
of interests in Lessee shall not restrict transfers of interests in CUIP, (v) Related shall be the
Administrative Member of Lessee at all times, except as permitted below, with day to day
control over the development and construction of the Improvements, (vi) Major Decisions, as
defined in Lessee’s Operating Agreement, are subject to the joint approval of CUIP and Related
(such Major Decisions include sale or refinancing of the Grand Avenue Project, modifications or
termination of this Lease or the DDA or any amendments thereto, and similar material matters),
(vii) the Related Key Personnel will continue to be the executives in charge of the Grand Avenue
Project for Lessee with a substantial financial interest in the Grand Avenue Project, unless and
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until the Authority approves a change in any such Related Key Personnel in its sole discretion,
and (viii) the Related Key Personnel must devote significant time and commitment to the Grand
Avenue Project. :

11.2.2 Removal of Related as Administrative Member. It is of critical
importance to Authority that Related be in control of the development of the Initial
Improvements until the issuance of a Certificate of Completion with respect to Phase 1.
However, the Authority recognizes that under certain circumstances it may be necessary for
CUIP to remove Related as the Administrative Member of Lessee and/or to terminate Related’s
membership interest in Lessee prior to the issuance of a Certificate of Completion for the Initial
Improvements. The only events that will permit such removal of Related as Administrative
Member or as a member of Lessee prior to the issuance of a Certificate of Completion for the
Initial Improvements, without the consent of Authority, are:

(1) Gross negligence, fraud, willful misconduct or a material
misrepresentation by Related in respect of Lessee’s Operating Agreement or the Grand Avenue
Project; :

' 2 Any of the Related Key Personnel is indicted for a crime that
constitutes a felony, unless such individual is immediately removed from the Grand Avenue
Project and any responsibilities in respect of the Grand Avenue Project and this Lease, and such
individual is replaced with a person acceptable to CUIP and the Authority within fifteen (15)
days after such indictment;

3) A Bankruptcy/Dissolution Event occurs as to Related or Related
Grand Avenue, L.L.C. (or any other Related entity that is a member in Lessee); '

@) Related’s interest in the profits of Lessee is reduced (or deemed
reduced by the terms of Lessee’s Operating Agreement) to less than twenty-five percent (25%)
due to Related’s failure to contribute required capital contributions to Lessee. Lessee represents
to Authority that if a member fails to contribute required capital there is a squeeze down:of such

- member’s interest in the profits of Lessee as provided in Section 3.3(b) of Lessee’s Operating -

Agreement, which is attached hereto as Schedule 11.2.2; or

(5) . The occurrence of any breach or default by or of Lessee under any
Mortgage (or any other loan documents governing, evidencing or securing the loan that is
secured pursuant to any such Mortgage, this Lease or the DDA) as the result of any act or
omission of Related or its direct or indirect constituents or their employees (but only if Lessee
has provided Related with the resources and authority necessary to avoid such breach or default),
which breach or default may, with the giving of notice or passage of time, provide the Mortgagee
or the County with the right to accelerate the loan secured by the Mortgage or commence
foreclosure proceedings involving any of Lessee’s assets or terminate this Lease or the DDA.

. If Related is removed as an Administrative Member of Lessee for any of the
foregoing reasons, (i) CUIP shall promptly present to Authority a proposed substitute developer
to replace Related as the Administrative Member, and (ii) pending the approval of such’
substitute developer by Authority, CUIP will have the temporary authority to take steps on
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behalf of Lessee to continue, protect and preserve the Grand Avenue Project. Such substitute
developer must have at least ten (10) years of experience in the development and operation of
high rise, first class, mixed use projects, a net worth of at least $250,000,0000, and have no
record of litigation involving the Authority, County, City or CRA (“Qualified Developer”). If
" CUIP presents a Qualified Developer to Authority, Authority will determine, within thirty (30)
days after such submission, if such proposed developer is acceptable to Authority, such consent
not to be unreasonably withheld. If Authority disapproves a proposed developer, CUIP will use
. its commercially reasonable efforts to find and present to Authority other Qualified Developers
until Authority approves a Qualified Developer. Until Authority approves a Qualified
 Developer, CUIP may continue the Project in accordance with the terms of this Lease, and the
removal of Related will not constitute a default hereunder, so long as Lessee is not in default of
any other terms or provisions of this Lease. :

The provisions of this Article 11 relating to CUIP are personal as to CUIP and
may not be exercised by any successor thereto without the approval of Authority.

11.3 Transfers After Completion; Operator Ground Leases.

Subject to Section 11.4 below, when Lessee completes construction of (i) the
Hotel, (ii) the Residential Condominium Improvements, (iii) the Residential Rental
Improvements, (iv) the Parking Garage, or (v) the Retail Improvements (each of such items (i)
through (v) being referred to herein as a “Component’”), which Component can be legally and-
practically leased, occupied and used separate and apart from other portions of Phase I and as to
which a Certificate of Completion has been issued, then upon notice from Lessee to Authority
that Lessee intends to Transfer such completed Component to a Qualified Owner (defined
- below) and upon satisfaction of the conditions precedent set forth in this Section 11.3, the
Authority will, at Lessee’s request, enter into a direct ground lease (each an “Operator Ground
Lease” and, collectively, the “Operator Ground Leases™) of the portion of the Premises
. occupied by such Component with such Qualified Owner (each an “Operator” and collectively
" “Operators”) or, upon completion of all of the Components in Phase I and the issuance of a
Certificate of Completion for all of such Components, the Authority will, at Lessee’s request,
consent to an assignment of this Lease to a successor-in-interest to Lessee that is a Qualified
Owner. Notwithstanding anything to the contrary set forth in this Lease, Lessee shall have no
right to Transfer any Components in Phase I to any Operator until Park Completion (as defined
in Section 507 of the DDA) if delay of Park Completion was caused by Lessee’s act or failure to
- act. :

An Operator or assignee of this Lease shall be a “Qualified Owner” only if such
Operator or assignee (X) has adequate capitalization and liquidity to perform its duties under the
Operator Ground Lease or under this Lease, as applicable, including, without limitation,
- maintaining and operating the Component (or, with respect to an assignment of this Lease, the
Premises) in the first class manner required by the this Lease; (Y) has (or at all times retains a
management entity that has or whose principals have individually) at least ten (10) years of
experience in owning and operating similar first class improvements in a high-rise, mixed use -
environment in an urban core area in a major city in the United States and has an office in Los
Angeles; and (Z) has a good reputation in the real estate community. Authority hereby agrees
and acknowledges that Related Urban Management Company, L.L.C. has sufficient experience

[djh:djl/IDOCS2_114701_22 (2).DOC/1/31/07/4282.001] 54



in owning and operating similar first class improvements in a high-rise, mixed use environment
in an urban core area in a major city in the United States and will have an office in Los Angeles,
and is hereby approved as a Qualified Owner. Additionally, Authority hereby approves The -
Related Companies of California, LLC as a Qualified Owner of the Affordable Housing Units.

As a condition precedent to the Authority’s execution and delivery of any
Operator Ground Lease or any consent to an assignment of this Lease, at least sixty (60) days
prior to the proposed effective date of the Operator Ground Lease or assignment, Lessee shall -
furnish to Authority (i) such evidence as Authority may request, in its commercially reasonable
discretion, demonstrating that the proposed Operator or assignee is a Qualified Owner (including
certified financial statements of and other information concerning the proposed Operator or
assignee); (ii) with respect to an Operator Ground Lease, an ALTA survey certified in favor of
Authority showing the portion of the Premises on which the Component to be transferred is
located (including all improvements in place) and a legal description of such portion of the
Premises, together with a title insurance commitment from the Title Company committing to
insure title to the ground leasehold in the name of the Operator created under the Operator
Ground Lease upon its execution, together with evidence satisfactory to Authority that such - -
Operator Ground Lease is in compliance with the Subdivision Map Act; (iii) an estoppel
certificate from Lessee confirming that to Lessee’s knowledge there is no default under this

Lease or the DDA, (iv) a release by Lessee of any suits, claims or obligations of Authority under |

* this Lease or under the DDA with respect to such Component or such portion of the Premises,

(v) a certificate from the proposed Operator or assignee in favor of Authority setting forth the
basis on which such Operator or assignee is a Qualified Owner; (vi) an executed CAM
Agreement as required by Section 11.4 below; and (vii) evidence of release of such Component
from the lien of the Mortgage, or if the Component to be Transferred is not released from the lien
of the Mortgage in connection with such Transfer, a written consent from the Institutional

Lender holding the Mortgage consenting to the Transfer of such Component to the Operator or

-. the assignment of this Lease and confirming that Lessee is not in default of its obhgatlons under

the loan secured by the Mortgage.

Lessee shall pay all costs and expenses incurred by Authority in reviewing,
documenting and negotiating any documentation in connection with an Operator Ground Lease
or an assignment of this Lease. Upon full execution and delivery of an Operator Ground Lease
with a Qualified Owner for a Component, Lessee will be released from its obligations under this .
Lease accruing thereafter solely with respect to such Component of the Improvements, and such
Component will no longer be a part of the Premises under this Lease, but Lessee shall remain
obligated for all other obligations under this Lease and the DDA. Upon consent to an
assignment of this Lease to a Qualified Owner, Lessee will be released from its obligations under .
this Lease, but Lessee shall remain obligated for all other obligations under the DDA.

Each Operator Ground Lease shall be in substantially the form of this Lease, with
appropriate modifications to reflect the fact that (i) the Operator is leasing only the portion of the
Premises on which its Component is located, (ii) construction of such Component has been
completed, and (iii) the net worth and liquidity requirements of this Section 11.3 supersede any
inconsistent requirements of Section 7.1. Each Operator Ground Lease shall restrict transfers of
the Operator’s interest thereunder to Qualified Owners only. Authority shall have the right to
terminate any such Operator Ground Lease if the Operator is in default beyond applicable notice
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and cure periods, provided that (i) a termination of an Operator Ground Lease will not affect the
validity of this Lease or the other Operator Ground Leases for other Components with other
Operators, and (ii) Authority shall not exercise such termination right without first providing
Lessee with notice and an opportunity to cure such default within the same cure period as the
Operator under such Operator Ground Lease. Authority and Lessee shall use commercially
reasonable efforts to agree upon a form of Operator Ground Lease promptly following the
Commencement Date, but agreement on such a form shall not be a condition to the effectiveness
of this Lease.

Upon written request by an Operator, Authority agrees to enter into a non-
disturbance and attornment agreement (an “Anchor Tenant NDA”) in favor of each Anchor
Tenant that leases at least 10,000 square feet of GLA so long as (a) such Anchor Tenant is not -
affiliated with the Operator, (b) in the reasonable judgment of the Authority, the lease with such
Anchor Tenant (the “Anchor Tenant Lease”) is on fair market terms and conditions, (c) the
term of the Anchor Tenant Lease does not extend beyond the term of the applicable Operator
Ground Lease for the portion of the Premises leased by such Anchor Tenant, and (d) the Anchor

.Tenant Lease complies with the terms and provisions of the applicable Operator Ground Lease
for the portion of the Premises leased by such Anchor Tenant. Notwithstanding any contrary
provision hereof, each Anchor Tenant NDA shall provide that the Authority shall not be:

(i) liable for any act or omission of the Operator or any other person or entity,
or obligated to cure any then-existing breach or default by the Operator under the Anchor
Tenant Lease;

(i1) subject to any offsets, defenses or claims which Anchor Tenant may have
under the Anchor Tenant Lease; '

(iii) liable to Anchor Tenant for any sec‘un'ty deposit paid by Anchor Tenant
under the Anchor Tenant Lease, except to the extent that such security deposit has been-
transferred to the Authority;

(iv) bound by or required to recognize any rent or other amount that Anchor
Tenant may have paid under the Anchor Tenant Lease more than thirty (30) days in
advance of the date of the attornment; or

(v) bound by any amendment or modification of the Anchor Tenant Lease made
“without the express prior written consent of the Authority.

Authority will reasonably consider also providing the foregoing non-disturbance protection to

Anchor Tenants that occupy less than 10,000 square feet of GLA and non-Anchor Tenants, in -
each instance on a case-by-case basis.

114 Common Area Agreement.

Lessee’s right to cause Authority to enter into any Operator Ground Lease or
consent to an assignment of this Lease is also conditioned upon Lessee’s execution and
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recordation of a Common Area Agreement (“CAM Agreement”) for Phase I in a form approved
by the Authority in its reasonable discretion. The CAM Agreement must provide for the creation
of a master owners’ association for Phase I, under which Lessee (or its permitted successor or
assignee) shall be the project manager. Such master owners’ association shall have the
obligation, throughout the Term of this Lease, to cause the project manager to manage, repair,
maintain and operate the common areas of Phase I, and to collect assessments from the Operators
for their respective shares of the costs incurred in connection therewith, including costs of
insurance and taxes on such common areas. Without limiting the generality of the foregoing, the
master owners’ association shall be responsible at all times for the maintenance and repair in a
first class manner of the common areas and all exterior surfaces and public areas in and about
Phase I, including building curtain walls, walkways, sidewalks, exterior lighting, benches,
planters, utilities, signs, artwork, streetscape improvements, plazas, Parking Garage, public
lobbies in buildings, parking ramps and driveways, stairways, escalators and elevators serving
the Parking Garage or public areas, landscaping, and all other improvements and areas in Phase I
affecting the value and utility of the Improvements to the public, and the coordination between
all elements of the Improvements, including public access to and use of the Public Space
Improvements, regardless of any default by an individual Operator under an Operator Ground
Lease. The CAM Agreement shall include remedies of the master owners’ association in the
event of a default by an individual Operator with respect to its obligations under the CAM
Agreement, which remedies shall include the requirement that the other Operators pay additional
assessments as necessary in order to fully fund the costs incurred in connection with the
obligations of the master owners’ association under the CAM Agreement.

The CAM Agreement and the Operator Ground Leases shall provide for payment
to the project manager by each Operator of its share (as determined by the project manager) of
the costs of repair, maintenance and operation under the CAM Agreement. The Authority shall
be an express third party beneficiary of the CAM Agreement and shall be entitled, but not
obligated, to enforce Lessee’s right under the CAM Agreement to assess and collect such
amounts from one or more of the Operators if Lessee fails to do so, but such enforcement right -
shall not limit the rights of Authority under the CAM Agreement to proceed against the Lessee to
enforce its obligations. The CAM Agreement shall require Lessee, as project manager, to assure
that all common areas on the Premises are repaired, maintained and operated in a first-class
manner. The CAM Agreement shall include self-help rights for the Authority (enforceable by
the County or the CRA), lien rights against the common areas of the Premises to the extent of
any unpaid costs owed to the Authority as a result of its exercise of such self-help rights, and
other appropriate remedies in the event the Lessee fails to maintain and operate the
Improvements in accordance with first-class standards. Upon full completion of Phase I, Lessee
shall have the right to assign the CAM Agreement and its obligations as project manager
thereunder to an Operator under an Operator Ground Lease provided such Operator then has
sufficient net worth, liquidity, and experience in managing similar projects (or at all times retains
a management entity that has experience in managing similar projects), as reasonably determined
by the Authority, and is not in default under its Operator Ground Lease. The criteria for a
replacement project manager shall be set forth in the CAM Agreement and shall be substantially
similar to the criteria contained in this Lease for permitted transferees hereunder. Nothing in this
Section 11.4, or in the CAM Agreement, shall limit the obligations of Lessee under the Public
Space Improvements Easement Agreement (as defined in the DDA).
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Notwithstanding any other provision hereof , the Parking Garage will not qualify
as a separate Component of the Project unless and until Lessee has caused to be recorded on title
to the Premises a grant of easements over, on and across the necessary portions of the Parking
Garage for the benefit of the Hotel, the Residential Improvements and the Retail Improvements
and for Public Parking in a form and content reasonably acceptable to the Director.

11.5 Condominium Owner’s Associations.

From and after Lessee’s transfer of title to a completed condominium unit in the
Residential Condominium Component to a buyer that is not an Affiliate of Lessee, the early
termination of this Lease as a result of a default by Lessee, or the early termination of an
Oper