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Dear Supervisors:

APPROVAL OF OPTION TO AMEND LEASE AGREEMENT TO FACILITATE RENOVATION —
MARINA INTERNATIONAL HOTEL
(Parcel 145R at 4200 Admiralty Way)
MARINA DEL REY
(4th DISTRICT-- 4 VOTES)

SUBJECT

Request to adopt the Mitigated Negative Declaration for the renovation of the existing hotel and to
approve an option agreement for an amended and restated lease to extend the term of the existing
Marina International Hotel lease (Parcel 145R). Exercise of the option is contingent upon the
lessee’s receipt of entitlements and fulfillment of other conditions required therein.

IT IS RECOMMENDED THAT YOUR BOARD:

1. Consider the Mitigated Negative Declaration for the Marina International Hotel lease extension
and renovation project, together with any comments received during the public review period; find
that the Mitigated Negative Declaration reflects the independent judgment and analysis of the Board
and adopt the Mitigation Monitoring Program, finding that the Mitigation Monitoring Program is
adequately designed to ensure compliance with the mitigation measures during project
implementation; find on the basis of the whole record before the Board that there is no substantial
evidence the project, as revised and implemented in accordance with the Mitigated Negative
Declaration and Mitigation Monitoring Program, will have a significant effect on the environment; and
adopt the Mitigated Negative Declaration prepared in support of the project.

2. Approve and authorize the Mayor of the Board to sign the Option to Amend Lease Agreement
granting to the current lessee, upon fulfillment of stated conditions, the right to extend the term of its
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existing ground lease on Parcel 145R by 39 years.
3. Approve and authorize the Mayor of the Board to sign the Amended and Restated Lease
Agreement in substantially similar form to Exhibit A attached to the Option to Amend Lease

Agreement, upon confirmation by the Director of the Department of Beaches and Harbors that the
lessee has fulfilled the option conditions.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

On May 9, 2006, your Board approved the assignment of the Marina International Hotel and
Bungalows (Parcel 145R) leasehold to the current lessee, IWF Marina View Hotel, L.P. (“Lessee”).
The Lessee is a single-purpose entity, whose parent company, Pacifica Hotel Investors, LLC, has
significant experience in acquiring, developing, refurbishing and managing hotels, including the
Marina del Rey Hotel and the Jamaica Bay Inn properties in Marina del Rey.

Lessee thereafter entered into negotiations for an extended lease with the Chief Executive Office
and the Department of Beaches and Harbors to extend the Parcel 145R lease by an additional 39
years beyond its current December 31, 2028 expiration date to December 31, 2067. The Lessee
seeks an extended lease to completely renovate the improvements on the property to include: a) the
renovation of the existing 134 hotel room and bungalow room interiors (including bathrooms,
windows, and doors), building fagades, interior and exterior common areas, landscaping and
hardscape; and b) the replacement of building systems (for example, HVAC, electrical, plumbing,
and elevators) to the extent required by the County. Lessee will pay an option fee of $100,000 upon
grant of the option and has agreed to spend no less than $11.3 million (as adjusted for certain CPI
increases as set forth in the Amended and Restated Lease Agreement) in renovating the
improvements.

Lessee will establish a Renovation Fund for subsequent renovations on the property to those
planned immediately following the effective date. The renovation fund will commence at a date ten
years beyond lease effective date and be funded with an amount equal to 2% of gross receipts of the

property.

Lessee will establish a capital improvement fund that shall commence upon receipt of the Certificate
of Occupancy (CO). The fund shall receive deposits equal to 2% of all non-restaurant gross
receipts. Additionally, the fund shall receive deposits equal to 1.5% of restaurant gross receipts
during the term of the lease with the exception of the first and second years. In those two years, the
capital improvement fund will receive 1% of gross receipts during the first year and 1.25% during the
second year of the fund. The capital improvement fund may not be spent during the first five years
of the amended lease.

Lessee will establish a FF&E fund to pay for improvements to the hotel’s furniture, fixtures, and
equipment not covered by the previous two funds. The fund will commence upon award of the CO
and be funded in an amount equal to 1% of gross receipts during the first year, 2% during the
second year, and 3% annually thereafter.

In addition, Lessee has agreed to pay the County percentage rent as follows: 1) 7.5% for hotel stays;
2) 3.5% for food and beverage; 3) 10% for bar/lounge; 4) 5% for Lessee-operated parking; 5) 20%
for commissioned parking revenue; 6) 5% for Lessee-operated vending; 7) 25% for commissioned
vending; 8) 5% for gift shop/retail sales; 9) 10% for filming; 10) 20% for third-party services; 11) 5%
for Lessee-operated telecommunication services; 12) 20% for third-party-operated
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telecommunication services; and 13) 5% for other miscellaneous uses. Percentage rents are subject
to renegotiation to a fair market rent ten years after the earlier of the completion date or the required
completion date, and every ten years thereafter, but under no circumstances will the percentage rent
rates be reduced below those set forth above. A summary of the proposed terms for the lease
extension is set forth in Attachment A.

The Department of Regional Planning has prepared an Initial Study for the proposed project in
compliance with the California Environmental Quality Act ("CEQA") and, along with the Department
of Beaches and Harbors, recommends your Board's adoption of the Mitigated Negative Declaration
("MND”) and Mitigation Monitoring Program (Attachment B). If adopted, Lessee must thereafter
obtain all regulatory approvals and provide satisfactory evidence of financing in order to exercise the
option set forth in the Option to Amend Lease Agreement (Attachment C) within 12 months following
grant of the option. If, despite its diligent efforts, Lessee is unable within the above 12-month period
to secure all the necessary entitlement approvals or to secure project financing due to an industry-
wide adverse economic condition in which financing on commercially reasonable terms is not
available for the project and similar projects, then the Director of the Department of Beaches and
Harbors may, in his discretion, provide an extension of the exercise date for up to six additional
months. If Lessee obtains its approvals within the foregoing exercise period, but such approvals are
subject to litigation or appeal brought by a third party, then the option exercise date will be tolled
pending the resolution of such litigation or appeal; provided, however, that the option exercise date
shall in no event be later than 48 months after the date of the grant of option.

The Department of Beaches and Harbors has obtained an appraisal that confirms the returns to the
County from the lease extension for Parcel 145R are equivalent to, or greater than, fair market value.

Implementation of Strategic Plan Goals

The recommended action will allow Lessee to continue its effort towards the proactive
redevelopment of the parcel, which will result in fulfilment of Strategic Plan Goal No. 1, “Operational
Effectiveness”, Strategy No. 1, “Fiscal Sustainability”, through an increase in one-time and annual
lease revenues from the parcel, and Goal No. 3, “Community and Municipal Services”, Strategy No.
1, “Cultural and Recreational Enrichment”, through improvement of public access to the Marina by
creating more attractive overnight visitor accommodations.

FISCAL IMPACT/FINANCING

The Amended and Restated Lease Agreement for the renovation of Parcel 145R reflects the
County’s current market rate percentage rents for all relevant categories. The transaction will
produce the following fiscal benefits to the County: 1) an option fee; and 2) if the option is exercised,
revenue increases due to renovation of the hotel and bungalows. Each component is discussed
below.

Option Fee
Lessee shall pay a non-refundable (except in the case of a default by County) fee of $100,000 for the
option, due upon execution of the Option to Amend Lease Agreement.

Revenue Increase Due to Project Redevelopment

The total revenue derived from Parcel 145R during 2009-10 was approximately $239,000. After
construction and stabilization, our economic consultant has estimated that the total County rent will
rise to approximately $490,000 annually, an increase of approximately $251,000.
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OPERATING BUDGET IMPACT

Upon your Board’s approval of the Option, the Department of Beaches and Harbors’ Marina
operating budget will receive a one-time $100,000 option fee as stated above. This revenue will be
accounted for as current-year one-time over realized revenues.

During the renovation period estimated to require 12 to 16 months, the Department of Beaches and
Harbors is projecting a total reduction in rental income to the County of approximately $96,000 as a
result of available rooms being taken out of service during the construction period.

Costs of the County’s consultants involved in the negotiation and development of the Option to

Amend Lease Agreement and the Amended and Restated Lease Agreement are being reimbursed
by Lessee.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The existing 60-year lease for Parcel 145R expires on December 31, 2028. The current
improvements on Parcel 145R include a 134-room hotel and bungalows. Parcel 145R has frontage
on Admiralty Way and is located at the intersection of Admiralty Way and Palawan Way.

Approval of the Option to Amend Lease Agreement is without prejudice to the County’s full exercise
of its regulatory authority in the consideration of the land use entitlements required for the possible
exercise of the option.

Entering into leases of the County's Marina del Rey real property is authorized by Government Code
sections 25907 and 25536. The lease terms are in conformance with the maximum 99-year period
authorized by California law.

At its meeting on December 14, 2010, the Small Craft Harbor Commission considered the
recommendations to approve the Option to Amend Lease Agreement and the Amended and
Restated Lease Agreement for Parcel 145R in the form attached and voted unanimously to support
the project. County Counsel has approved the documents as to form.

ENVIRONMENTAL DOCUMENTATION

In compliance with CEQA, an Initial Study was prepared for the proposed project. The Initial Study
identified potentially significant impacts of the project relative to geotechnical, flood, noise, water
quality, air quality, biota, traffic, and utilities. Prior to the release of the proposed MND and Initial
Study for public review, revisions in the project were made or agreed to which would avoid significant
impacts or mitigate potential impacts to a point where there would exist less than significant impacts
as mitigated. The Initial Study and project revisions showed that, in light of the whole record before
the County, the project as revised will not have a significant effect on the environment. Based on the
Initial Study and project revisions, an MND was prepared for this project (Attachment B). The
proposed Mitigation Monitoring Program, included with the MND, was prepared to ensure
compliance with the environmental mitigation measures included as part of the final MND relative to
these areas during project implementation. There have been no substantial changes to the
proposed project since circulation of the environmental document.
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The MND was circulated from March 10, 2010 through April 9, 2010 to the appropriate government
agencies. Public Notice was mailed to all residents located within 500 feet of the subject property
and was then published in the Argonaut on March 11, 2010 pursuant to Public Resources Code
section 21092 and notice was posted at the office of the County Clerk, pursuant to section 21092.3.
During the 30-day comment period, no written comments were received from the public.

The location of the documents and other materials constituting the record of the proceedings upon
which your Board's decision will be based in this matter is the County of Los Angeles Department of
Regional Planning, 320 West Temple Street, Los Angeles, California 90012. The custodian of such
documents and materials is Maral Tashjian, in the Department of Regional Planning.

The project is not exempt from payment of a fee to the California Department of Fish and Game
("DFG™), pursuant to section 711.4 of the Fish and Game Code, to defray the costs of fish and
wildlife protection and management incurred by DFG. Upon your Board's adoption of the MND, the
Department of Regional Planning will file a Notice of Determination with the Registrar-
Recorder/County Clerk in accordance with section 21152(a) of the Public Resources Code, along
with Lessee's payment of the DFG-required filing and processing fees in the amount of $2,085.25.

CONTRACTING PROCESS

Lessee acquired the leasehold interest to Parcel 145R as a result of its assumption of the assigned
lease as of May 9, 2006. Lessee thereafter entered into negotiations with the Department of
Beaches and Harbors to extend the lease term for Parcel 145R. The Amended and Restated Lease
Agreement for Parcel 145R will be available to Lessee only upon the exercise of the option. Upon
Lessee’s demonstration that it has satisfied the conditions for exercise of the option and has
received all planning, zoning, environmental and other entitlement approvals required to be obtained
from governmental authorities for construction of the renovation project associated with the option,
we will present to the Executive Officer, Board of Supervisors final confirmation that the conditions
and approvals for exercise contained in the Option to Amend Lease Agreement have been satisfied
and will request execution of the Amended and Restated Lease Agreement for Parcel 145R in
substantially similar form to Exhibit A of the Option to Amend Lease Agreement (Attachment C).

IMPACT ON CURRENT SERVICES (OR PROJECTS)

There is no impact on other current services or projects.

CONCLUSION

It is requested that the Executive Officer, Board of Supervisors send two copies of the executed
Option to Amend Lease Agreement and an adopt-stamped Board letter to the Department of
Beaches and Harbors.
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Respectfully submitted,
( ;a kq U @ -

SANTOS H. KREIMANN
Director

SK:ks:mk

c. Chief Executive Officer
County Counsel
Executive Officer, Board of Supervisors



PARCEL 145R — MARINA INTERNATIONAL HOTEL
Summary of Terms

e |Lessee: IWF Marina View Hotel, L.P.

e Project: Completely renovate the 134-room hotel and bungalows to include: renovation
of room interiors, building fagades, interior and exterior common areas, landscaping and
hardscape; and, replacement of building systems (for example, HVAC, electrical,
plumbing, and elevators) to the extent required by the County

e Term: 39-year extension

Current: Expires 12/31/2028
Extended: Expires 12/31/2067

e Option Fee: $100,000

e Development Cost: Not less than $11,300,000.

e Minimum Rent (during construction period): Not less than 75% of the previous three
years’ average annual rent paid to the County.

e Minimum Rent (upon operation): Upon the earlier of the Certificate of Occupancy date
or required completion date equal to 75% of the total annual average rent expected to be
payable to County based on Lessee’s projected gross income for the first three years of
operation, but not less than minimum rent established for the construction period.
Thereafter, minimum rent resets every three years to equal 75% of previous three years’
average total annual rent due to County until the first/next renegotiation.

e Percentage Rent:
0 1) 7.5% for hotel stays;
2) 3.5% for food and beverage;
3) 10% for bar/lounge;
4) 5% for Lessee-operated parking;
5) 20% for commissioned parking revenue;
6) 5% for Lessee-operated vending;
7) 25% for commissioned vending;
8) 5% for gift shop/retail sales;
9) 10% for filming;
10) 20% for third-party services;
11) 5% for Lessee-operated telecommunication services;
12) 20% for third-party telecommunication services;
13) 5% for other miscellaneous uses.

OO0 O0O0OO0OO0OO0OO0OO0O0OO0OO

e Percentage Rent Adjustment: Subject to renegotiation to a fair market rent ten years
after the earlier of the completion date or the required completion date, and every ten
years thereafter, but under no circumstances will the percentage rent rates be reduced
below those set forth above.

e County Participation in Sales: Greater of: 20% of Net Proceeds, or lesser of 5% of
Gross Proceeds or the amount by which Gross Proceeds exceed stipulated basis
(subject to exclusions and reductions during the first ten years after the completion of
renovation).

HOA.676184.1



e County Participation _in_a Refinance: 20% of net loan proceeds not reinvested in
leasehold.

HOA.676184.1
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Notice is hereby given pursuant to Public Resources Code Section 21092 &1&“&5 gounty of Los Angeles intends to adopt a
Mitigated Negative Declaration (MND). Los Angeles County is the Lead Agency for the project and the Los Angeles
County Regional Planning Department has conducted an Initial Study and prepared a draft MND on behalf of the
Department of Beaches and Harbors in connection with the proposal. The draft MND concludes that the project, as modified
with changes and conditions attached to the Initial Study, will not have a significant effect on the environment.

The project site is located at 4200 Admiralty Way in the unincorporated community of Marina del Rey. The Assessor’s
Parcel Number associated with the project is 4224-006-900 and the project site is located on Lease Parcel 145 within the
Marina. The project includes an Option to Amend Lease Agreement with the County of Los Angeles pertaining to the
subject Parcel 145. It is anticipated that the Small Craft Harbor Commission will consider the Option to Amend Lease
Agreement and the subject MND at its meeting of May 12, 2010 at 9:30 a.m. in the Burton W. Chace Park Community
Room at 13650 Mindanao Way, Marina del Rey, CA 90292.

The proposed project will also include an application for a Coastal Development Permit (which the applicant will file with
the Department of Regional Planning after the County of Los Angeles Board of Supervisors® adoption of the subject MND
and approval of the associated Option to Amend Lease Agreement for the subject Parcel 145) for the interior and exterior
renovation of the existing 132-room Marina International Hotel. The subject hotel is 81,924 square feet in size and consists
of two (2) existing three-story guestroom buildings at a maximum height of 42 feet and five (5) bungalow buildings at a
maximum height of 22 feet, over a single-level underground parking structure. The proposed rehabilitation project entails the
renovations to the interiors and exteriors of the existing structures, the subterranean parking garage, and outdoor and
landscaped areas. Renovations will result in a reduction of the occupancy of the hotel, from 132 to 125 rooms. Increases to
existing building square footage are not proposed; however, landscaped areas would increase from 4,626 square feet to
approximately 5,511 square feet.

Los Angeles County is distributing this notice to alert you concerning the time period for written comments on the draft
MND. Copies of the draft MND and Initial Study are available for public review from March 10, 2010 to April 9, 2010
between 7:30 a.m. and 5:30 p.m., Monday through Thursday (closed on Fridays) in the offices of the Department of
Beaches and Harbors Administration Building located at 13837 Fiji Way, Marina del Rey, California 90292. Copies are also
available at the Department of Regional Planning, Hall of Records, Room 1340, 320 West Temple Street, Los Angeles,
California 90012. Selected materials are also available at the following library: Lloyd-Taber Marina del Rey Library, 4533
Admiralty Way, Marina del Rey, CA 90292; the Library’s telephone number is (310) 821-3415. Selected materials are also
available on the Regional Planning website at http:/planning.lacounty.gov/case and the Beaches and Harbors website at
http://marinadelrey.lacounty.gov.

Due to the time limits mandated by State law, your comments must be sent at the earliest possible date, but no later than
April 9, 2010. All comments should be sent to: Ms. Maral Tashjian, County of Los Angeles Department of Regional
Planning, Special Projects Section, 320 West Temple Street, Los Angeles, CA 90012-3225. Telephone: (213) 974-1516;
Fax (213) 626-0434; e-mail: mtashjian@planning.lacounty.gov. Written comments on the draft MND will be accepted by

the County through April 9, 2010 at 6:00 p.m. MSNW&wﬁS ggw
o ' R, it
1 0 0 0 3 ] 4 4 8 ADD ) 7 ik Wi ey /matinadelreylacoung.gov-
i it DR

el




PROJECT NO. R2009-00924-(4)
RENV NO. 200900055

Map taken from: “The Thomas Guide, 2007 Edition”
Copyright 2007 Rand McNally & Co.

5“"\‘\@5" e\ ¢
(av: /- RS

VENICE
Hs'




COUNTY OF LOS ANGELES
DEPARTMENT OF REGIONAL PLANNING
320 WEST TEMPLE STREET
LOS ANGELES, CALIFORNIA 90012

MITIGATED NEGATIVE DECLARATION

PROJECT NUMBER: R2009-00924-(4) / RENV200900055

1.

DESCRIPTION:

The project includes an Option to Amend Lease Agreement with the County of Los
Angeles pertaining to the subject Parcel 145 and an application for a Coastal Development
Permit for the interior and exterior renovation of the existing 132-room Marina International
Hotel. The subject hotel is 81,924 square feet in size and consists of two (2) existing three-
story guestroom buildings at a maximum height of 42 feet and five (5) bungalow buildings
at a maximum height of 22 feet, over a single-level underground parking structure. The
proposed rehabilitation project entails the renovations to the interiors and exteriors of the
existing structures, the subterranean parking garage, and outdoor and landscaped areas.
Renovations will result in a reduction of the occupancy of the hotel, from 132 to 125
rooms. Landscaped areas would increase from 4,626 square feet to approximately 5,511
square feet. Increases to existing building square footage are not proposed.

LOCATION:

4200 Admiralty Way, Marina Del Rey
PROPONENT:

Dale J. Marquis, IWF Marina View Hotel

FINDINGS OF NO SIGNIFICANT EFFECT:

BASED ON THE ATTACHED INITIAL STUDY, IT HAS BEEN DETERMINED THAT THE
PROJECT WILL NOT HAVE A SIGNIFICANT EFFECT ON THE ENVIRONMENT WITH
MODIFICATION AS IDENTIFIED ON THE PROJECT CHANGES/CONDITIONS FORM
INCLUDED AS PART OF THE INITIAL STUDY.

LOCATION AND CUSTODIAN OF RECORD OF PROCEEDINGS:

THE LOCATION AND CUSTODIAN OF THE RECORD OF PROCEEDINGS ON WHICH
ADOPTION OF THIS MITAGATED NEGATIVE DECLARATION IS BASED IS:
DEPARTMENT OF REGIONAL PLANNING, 320 WEST TEMPLE STREET, LOS
ANGELES, CA 90012

PREPARED BY: Maral Tashjian

DATE:

March 8, 2010



STAFF USE ONLY

PROJECT NUMBER: R2009-00924 - (4)
CASES:  RENV 200900055

* % % INITIAL STUDY * * *
COUNTY OF LOS ANGELES
DEPARTMENT OF REGIONAL PLANNING

GENERAL INFORMATION

I.A. Map Date: 10/19/2009 Staff Member:  nigral Tashjian
Thomas Guide:  671-J6 (Thomas Guide, 2007) USGS Quad: Venice (Grid 83)
Location: 4200 Admiralty Way (on the northern corner of the Admiralty Way and Palawan Way

intersection; Assessor Parcel Number 4224-006-900, Lease Parcel Number 145R), Marina del Rey, CA 90292

Project Description:  The proposed project consists of the interior and exterior renovation of an existing 132-

room hotel, the Marina International Hotel. The project is 81,924 square feet in size and consists of two (2) existing

three-story questroom buildings at a maximum height of 42 feet and five (5) bungalow buildings at a maximum

height of 22 feet, over a single-level underground parking structure. The proposed project entails the renovations

to the interiors and exteriors of the existing structures, the subterranean parking garage, and outdoor and

landscaped areas. Renovations will result in a reduction of the occupancy of the hotel, from 132 to 125 rooms.

Increases to existing building square footage are not proposed; however, landscaped areas would increase from

4,626 square feet to approximately 5,511 square feet. The proposed project construction activities would occur

over a period of approximately 52 weeks, beginning in approximately in the first quarter (January — March) of 2011

and ending in approximately the first quarter of 2012.

The proposed exterior renovations consist of the following:

replace the existing porte cochere at the hotel entrance with a new cantilevered metal awning; replace the

existing glass doors and building entry;

remove and recess the guestroom walls above the entrance to deepen the existing balconies; materials

such as anodized brushed aluminum balcony railings and new textured glass panel privacy walls will be

installed between balconies;

install new stone and concrete pavers at the front entry and entry approach; any remaining asphalt along

the driveway will receive a new slurry coat;

replace existing wood shingle roofing with standing-seam galvanized metal roofing; replace the existing

metal roofing of the restaurant with standing-seam galvanized metal roofing; repair or replace all flat

roofing;

construct a vertical glass column facade wall made out of textured (etched) glass in front of the existing

restaurant facade;

install large shade umbrellas in the restaurant outdoor dining area;

demolish the clock tower; retain the access stairway beneath the clock tower that leads to the

1 2/25/10



subterranean parking garage;

= restripe and upgrade the subterranean parking garage;

=  apply stucco and paint to all building exteriors; frame entryways with decorative wood finish projections;

= replace all fixed glass, windows, and sliding glass doors with new vinyl units that are dual-glazed, low-

emittance (Low-E), and energy efficient;

=  remove second and third floor balconies facing the alley to the east and Washington Blvd. to the north and

replace with floor-to-ceiling windows; apply a waterproof deck coating and new horizontal anodized

brushed aluminum gquardrails to the remaining balconies;

= jnstall free-standing cabanas on some of the ground floor guestroom and bungalow courtyards; cabanas

will have canvas curtains and overhead canopies;

= resurface and waterproof the outdoor ground-level courtyard deck;

= replace the existing courtyard deck railing with horizontal anodized brushed aluminum railing;

= resurface the pool and surrounding deck, upgrade fixtures, outdoor furniture, and equipment, and

waterproof and install textured tile or stone surface to the surrounding deck;

= jnstall new outdoor furniture and landscaping to existing courtyards;

= jnstall new wall and soffit lighting and low-level landscaping and pathway lighting throughout the

development, all lighting will be low-level or energy-efficient; and

= jnstall new signage for the entry street address, building and guestroom identification, and restaurant

identification; signage program to be determined at a later date.

Interior renovations to include the following:

=  renovate all guestrooms with new furniture, fixtures and equipment, new bathrooms, ventilation system,

plumbing, and fire/life safety systems;

= apply new finishes, lighting, and hardware in all corridors;

= reconfigure the lobby and front desk area;

=  renovate the restaurant/bar and expand the outdoor dining area from 167 seats to 230 seats,

=  renovate and upgrade meeting rooms; and

= construct a new indoor/outdoor fitness room by converting the unused loading dock on Palawan Way.

The project also includes an Option to Amend Lease Agreement for the subject Parcel 145, to be approved by the

County Board of Supervisors prior to initiation of the proposed rehab work at the site, and necessary discretionary

and non-discretionary approvals, such as the issuance of a coastal development permit and required building

permits.

Gross Acres: 2.071 (90,196 square feet)

Environmental Setting:

The proposed project is located on a relatively flat parcel which is bound by Palawan Way to the west, Washington

Blvd. to the north, Admiralty Way to the south and an alley to the east. The parcel is currently developed with the

Marina International Hotel which consists of two three-story guestroom buildings at a maximum height of 42 feet

and five bungalow buildings at a maximum height of 22 feet. In addition to 132 guest rooms, the facility also

2 2/25/10



includes one restaurant with indoor and outdoor eating areas, a clock tower, a pool, and a subterranean garage

located underneath the development contains 208 parking spaces. Multi-family residential units and the City of Los

Angeles exist to the north, apartments and the Best Western Jamaica Bay Inn hotel exists to the west, a public

surface parking lot exists to the east, with the Oxford Retention Basin beyond the parking lot. To south, there is a

restaurant and Basin E of the marina (Marina del Rey).

Zoning: SP - Marina del Rey Specific Plan
General Plan: N/A
Community/Area wide Plan: “Palawan Beach Development Zone - Hotel,” Marina del Rey Land Use Plan

Major projects in area:

PROJECT NUMBER

DESCRIPTION & STATUS

R2006-01510/
CDP200600002

Parcel OT (APN: 4224-006-900): Pending Coastal Development Permit to authorize the
demolition of all existing landside improvements and the construction of a 114 unit senior
accommodations facility, 5000 square feet of retail space and other site amenities and
facilities.

R2006-03647 /

Parcel 10R (APN: 4224-003-900): Pending Coastal Development Permit to authorize the
demolition of an existing 136-unit apartment complex and the development of a 400 unit

CDP200600008 complex (including a total of 62 affordable housing units).
Project R2006-03652 Parcel FF (APN: 4224-003-900): Pending Coastal Development Permit to authorize the
/ CDP200600009 demolition of an existing parking lot and the development of a 126 unit apartment complex.
Parcel 9U, Northern Portion (APN: 4224-002-900): Pending Coastal Development Permit to
TR0O67861 / authorize the construction of a 19-story, 288 unit hotel with a restaurant and other auxiliary
CDP200600007 facilities.
Project R2006-03643 Parcel 9U, Southern Portion (APN: 4224-002-900): Pending Coastal Development Permit to
/ CDP200600006 authorize the development of a public wetland and upland park.
Parcels 55, 56 & W (APN: 4224-011-901): Pending Coastal Development Permit to authorize
the demolition of Fisherman’s Village and all existing parking, landscaping, and hardscaping,
R2007-01480/ and the development of a new mixed-use commercial plaza and multi-story parking
CDP200700001 structure.

R2005-04106 /
CDP200500006

Parcel 27R (APN: 4224-005-906): Pending Coastal Development Permit to authorize the
rehabilitation and expansion of the Jamaica Bay Hotel for 69 new guest rooms (total of 111
guest rooms) and a new restaurant. (Under Construction)

NOTE: For EIRs, above projects are not sufficient for cumulative analysis.
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REVIEWING AGENCIES

Responsible Agencies

|:| None

|X| LA Regional Water Quality Control Board

|:| Lahontan Regional Water Quality Control Board

|:| None

[X] state Fish and Game

X] Coastal Commission
|X| Army Corps of Engineers

Trustee Agencies

[ ] state Parks

Special Reviewing Agencies

|:| None

[ ] National Parks

[ ] National Forest

|:| Santa Monica Mountains Conservancy
[ ] Edwards Air Force Base

|Z City of Los Angeles

|Z City of Los Angeles, Bureau of Sanitation

[ ] Elementary / High School District

[X] Local Native American Tribal Council

|:| Water District

[ ] california Department of Toxic Substance Control
[ ] Town Council

[X] culver City

Regional Significance

|:| None

[ ]scaG

[X] Air Quality Management District

County Reviewing Agencies

X] ppw:

-Land Development Division (Grading & Drainage)
-Geotechnical & Materials Engineering Division
-Watershed Management Division (NPDES)
-Traffic and Lighting Division

-Environmental Programs Division

-Waterworks Division

-Sewer Maintenance Division

|E Public Health: Environmental Hygiene (Noise)
|E Fire Department

-Forestry, Environmental Division

-Planning Division

X] sheriff Department

X] Beaches & Harbors

& Sanitation District
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IMPACT ANALYSIS MATRIX

ANALYSIS SUMMARY (See individual pages for details)

Less than Significant Impact/No Impact

Less than Significant Impact with Project Mitigation

Potentially Significant Impact

CATEGORY FACTOR Pg Potential Concern
WAROS |1 Geotecmical |5 | (1] | L] i et oA Getechic
2. Flood 6 |:| |X| |:| g;\clzi;r;gge. consult with DPW Land Development
3. Fire 7 X L]
4. Noise 8 |:| |Z| |:| Construction noise
RESOURCES |3 waterauatty |9 | (1] X L mmene el 04
2. Air Quality 10 | [ ]| X []| construction-related
3. Biota 11 | [ ]| X| []| Nesting birds
4. Cultural Resources 12 | XL L]
5. Mineral Resources 13 (X LI L]
6. Agriculture Resources | 14 | X]| ]| []
7. Visual Qualities 15 | X L]
SERVICES 1. Traffic/Access 16 |:| |X| |:| Construction related vehicle traffic
2. Sewage Disposal 17 | X L]
3. Education 18 | X L[]
4. Fire/Sheriff 19 (X LI L]
5. Utilities 20 | [ ]| DXI| 1| construction-related waste disposal
OTHER 1. General 21 || L] [
2. Environmental Safety |22 | X]| [ ]| []
3. Land Use 23 [ XL L]
4. Pop/Hous./Emp./Rec. |24 |DX| 1|1
5. Mandatory Findings 25 | ]| DX ]| nesting birds
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Environmental Finding:

FINAL DETERMINATION: On the basis of this Initial Study, the Department of Regional Planning
finds that this project qualifies for the following environmental document:

|___| NEGATIVE DECLARATION, inasmuch as the proposed project will not have a significant effect on the
environment.

An Initial Study was prepared on this project in compliance with the State CEQA Guidelines and the
environmental reporting procedures of the County of Los Angeles. It was determined that this
project will not exceed the established threshold criteria for any environmental/service factor and,
as a result, will not have a significant effect on the physical environment.

X] MITIGATED NEGATIVE DECLARATION, in as much as the changes required for the project will reduce
impacts to insignificant levels (see attached discussion and/or conditions).

An Initial Study was prepared on this project in compliance with the State CEQA Guidelines and the
environmental reporting procedures of the County of Los Angeles. It was originally determined that
the proposed project may exceed established threshold criteria. The applicant has agreed to
modification of the project so that it can now be determined that the project will not have a
significant effect on the physical environment. The modification to mitigate this impact(s) is
identified on the Project Changes/Conditions Form included as part of this Initial Study.

D ENVIRONMENTAL IMPACT REPORT*, inasmuch as there is substantial evidence that the project may
have a significant impact due to factors listed above as “significant”.

[ ] At least one factor has been adequately analyzed in an earlier document pursuant to legal
standards, and has been addressed by mitigation measures based on the earlier analysis as
described on the attached sheets (see attached Form DRP/IA 101). The EIR is required to
analyze only the factors not previously addressed.

Reviewed by:  Maral Tashjian 7 /N Date: 2/25/2010
Approved by:  Samuel Dea/” Date: 2/25/2010
@ i

[ ] Determination appealed — see attached sheet.
*NOTE: Findings for Environmental Impact Reports will be prepared as a separate document following the public hearing on
the project.

|:| This proposed project is exempt from Fish and Game CEQA filling fees. There is no substantial evidence that the
proposed project will have potential for an adverse effect on wildlife or the habitat upon which the wildlife depends. (Fish &
Game Code 753.5).
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SETTING/IMPACTS

a.

Yes

[]

[]
]

No

X

L]
B

Maybe

[]

[]

X
]

HAZARDS - 1. Geotechnical

Is the project located in an active or potentially active fault zone, Seismic Hazards Zone,
or Alquist-Priolo Earthquake Fault Zone?

The subject site is located approximately 5.5 miles (29,040 ft) west of the Inglewood
Fault. (Source: The California Geological Survey and the 1980 Los Angeles Countywide
General Plan Plate 1 map)

Is the project site located in an area containing a major landslide(s)?

The subject site is level and not within an area identified as having a potential for
landslides. There are no known landslides near the project site, nor is the project site in
the path of any known or potential landslides. (Source: The California Geological Survey
and the 1980 Los Angeles Countywide General Plan Plate 5 map)

Is the project site located in an area having high slope instability?

The subject site is level and is not within an area identified as having a potential for
slope instability. (Source: The California Geological Survey)

Is the project site subject to high subsidence, high groundwater level, liquefaction, or
hydrocompaction?

The project site is located in an area of potential liquefaction. If required by DPW, the
applicant will prepare a geotechnical report to be approved by DPW. (Source: The
California Geological Survey and the 1980 Los Angeles Countywide General Plan Plate 3
map)

Is the proposed project considered a sensitive use (school, hospital, public assembly
site) located in close proximity to a significant geotechnical hazard?
The project contains public_assembly areas (such as a restaurant and conference
rooms). The project site is located in an area of potential liquefaction and a region of
known fault zones and seismic activity. (Source: The California Geological Survey and
the 1980 Los Angeles Countywide General Plan Plate 1 and 3 maps)

Will the project entail substantial grading and/or alteration of topography including
slopes of over 25%?

The subject site does not contain slopes of over 25%. No grading or alteration of the
existing topography is proposed.

Would the project be located on expansive soil, as defined in Table 18-1-B of Uniform
Building Code (1994), creating substantial risks to life or property?
Expansive soil data will be provided in the Geotechnical Report, if required by DPW.

Other factors?

STANDARD CODE REQUIREMENTS
[ ] Building Code, Title 26 - Sections 110.2, 111 & 113 (Geotechnical Hazards, Engineering Geology and Soils
Engineering Report, Earthquake Fault)

|:| MITIGATION MEASURES / |X| OTHER CONSIDERATIONS
|:| Project Design |E Approval of Geotechnical Report by DPW

|:| Lot Size

Prior to issuance of building permits for any new structures, applicant shall submit a geotechnical report for review

and approval to the Los Angeles County Department of Public Works, if required by and to the satisfaction of said

Department. Project construction shall comply with the Uniform Building Code and LA County Building Code, to the

satisfaction of the County Department of Public Works.
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CONCLUSION
Considering the above information, could the project have a significant impact (individually or cumulatively) on,

or be impacted by, geotechnical factors?

[ ] Potentially significant [X] Less than significant with project mitigation [_] Less than significant/No Impact
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SETTING/IMPACTS

Yes

a. L]

f. ]

No Maybe

X

[]

X

[]

[]

[]

HAZARDS - 2. Flood

Is there a major drainage course, as identified on USGS quad sheets by a dashed line,
located on the project site?

The USGS does not identify a major drainage course on the project site. (Source:
Venice USGS Quadsheet, Grid # 83)

Is the project site located within or does it contain a floodway, floodplain, or
designated flood hazard zone?

The subject site is located within the 500-year flood plain (Source: Federal Emergency
Management Agency Flood Insurance Rate Maps). The site is also located in a
potential tsunami inundation area (Source: 1980 Los Angeles Countywide General Plan
Plate 6 map).

Is the project site located in or subject to high mudflow conditions?

The subject site and the immediate surroundings consist mostly of developed or paved
impermeable surfaces with some landscaped permeable surfaces. The site is not
subject to high mudflow conditions from either onsite or offsite sources.

Could the project contribute or be subject to high erosion and debris deposition from
run-off?

The project implementation could potentially contribute to debris deposition from run-
off during construction. The applicant shall submit a Drainage Concept for approval, if
required by DPW.

Would the project substantially alter the existing drainage pattern of the site or area?

The proposed project could potentially alter the existing drainage of the site and
surrounding area. The applicant shall submit a Drainage Concept for approval, if
required by DPW.

Other factors (e.g., dam failure)?

STANDARD CODE REQUIREMENTS
[ ] Building Code, Title 26 — Section 110.1 (Flood Hazard)
[ ] Health and Safety Code, Title 11 — Chapter 11.60 (Floodways)

& MITIGATION MEASURES / |:| OTHER CONSIDERATIONS

|:| Lot Size

|:| Project Design |X| Approval of Drainage Concept by DPW

Prior to issuance of building permits, applicant shall submit a Drainage Concept to the Los Angeles County

Department of Public Works for review and approval, if required by and to the satisfaction of said Department.

CONCLUSION
Considering the above information, could the project have a significant impact (individually or cumulatively) on, or
be impacted by flood (hydrological) factors?

[ ] Potentially significant

|X| Less than significant with project mitigation |:| Less than significant/No impact
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SETTING/IMPACTS

Yes

a. []

g. [

No

X

X

Maybe

]

]

]

HAZARDS - 3. Fire

Is the project site located in a Very High Fire Hazard Severity Zone (VHFHSZ - Fire Zone 4)?

The project site is not located in a Very High Fire Hazard Severity Zone (Fire Zone 4).
(Source: 1980 Los Angeles Countywide General Plan Plate 7 map)

Is the project site in a high fire hazard area and served by inadequate access due to
lengths, width, surface materials, turnarounds or grade?

The project site is currently developed with adequate access for firefighting equipment. The
site is_accessed from Admiralty Way, Palawan Way, and an alley along the side of the
property.

Does the project site have more than 75 dwelling units on a single access in a high fire
hazard area?

The project site is not located in a high fire hazard area. The project site currently contains
132 hotel rooms; however, the project site has multiple access points. The project site is
currently developed with adequate access for firefighting equipment. Final building plans
will be submitted to the Los Angeles County Fire Department for review and approval. No
further analysis is required.

Is the project site located in an area having inadequate water and pressure to meet fire
flow standards?

The project site is served by Marina del Rey Water System. Public water service is available
to meet fire flow standards. No additional analysis is necessary.

Is the project located in close proximity to potential dangerous fire hazard conditions/uses
(such as refineries, flammables, explosives manufacturing)?

Surrounding land uses are a mix of commercial and residential. The Oxford retention basin
is located east of the project site. The project site is not located in close proximity to
potential dangerous fire hazard conditions.

Does the proposed use constitute a potentially dangerous fire hazard?

The project proposes hotel uses that do not constitute a potentially dangerous fire hazard.

Other factors?

STANDARD CODE REQUIREMENTS

[X] utilities Code, Title 20 — Section 20.16.060 (Fire Flow & Fire Hydrants Requirements)

[X] Fire Code, Title 32 — Sections 902.2.1 & 902.2.2.1 (Access and Dimensions)

[ ] Fire Code, Title 32 — Sections 1117.2.1 (Fuel Modification Plan, Landscape Plan & Irrigation Plan)

|:| MITIGATION MEASURES / |X| OTHER CONSIDERATIONS
[ ] compatible Use

|:| Project Design

Consult with the Fire Department for fire hydrant requirements.

CONCLUSION
Considering the above information, could the project have a significant impact (individually or cumulatively) on, or be
impacted by fire hazard factors?

[ ] Potentially significant

|:| Less than significant with project mitigation |E Less than significant/No impact
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HAZARDS - 4. Noise
SETTING/IMPACTS

Yes No Maybe

a 1 XX [] Is the project site located near a high noise source (airports, railroads, freeways, industry)?

Los Angeles International Airport (LAX) is approximately 2.6 miles (13,728 ft.) to the
southeast of the subject property.
b |:| & |:| Is the proposed use considered sensitive (school, hospital, senior citizen facility) or are
) there other sensitive uses in close proximity?

The subject site is approximately 0.8 miles (4,224 ft.) south of the Coeur D'Alene Avenue
Elementary School of the Los Angeles Unified School District and approximately 0.12 miles
(633 ft.) east of Marina del Rey Hospital.

Could the project substantially increase ambient noise levels including those associated
C. |:| |Z| |:| with special equipment (such as amplified sound systems) or parking areas associated with
the project?
The project would not include an increase in intensity. Consequently, the project would not
result in an increase in ambient noise level. In addition, project buildout would not increase
the existing amount of total project parking. No further analysis is necessary.
d |:| |:| |Z| Would the project result in a substantial temporary or periodic increase in ambient noise
) levels in the project vicinity above levels without the project?
The proposed project construction activities would occur over a period of approximately 52
weeks, beginning in June 2010 and ending in June 2011. The County Noise Control
Ordinance (County Code Section 12.08.440) identifies specific restrictions regarding
construction noise. The operation of equipment used in construction, drilling, repair,
alteration or demolition work is prohibited between weekday hours of 7:00 PM to 7:00 AM
and anytime on Sundays or legal holidays if such noise would create a noise disturbance
across _a_residential or commercial real-property line. All_mobile stationary internal-
combustion-powered equipment and machinery is also required to be equipped with
suitable exhaust and air-intake silencers in proper working order.
Project construction activities would not exceed the maximum noise levels listed in the
County Code Section 12.08.440 (Source: Noise Study For Marina International Hotel
Rehabilitation Project In Los Angeles County, California, prepared by Impact Sciences, Inc.,
August 2009). No further analysis is necessary.

|:| |Z| |:| Other factors?

STANDARD CODE REQUIREMENTS

& Environmental Protection Code, Title 12 — Chapter 12.08 (Noise Control)
|:| Building Code, Title 26 — Sections 1208A (Interior Environment — Noise)
X] MITIGATION MEASURES /[ | OTHER CONSIDERATIONS

[ ] Lot Size [ ] Project Design [ ] compatible Use

®

Temporary construction activities will be subject to the County Environmental Protection Ordinance (12.08 Noise Control
and 12.12 Building Construction Noise). Noise Study For Marina International Hotel Rehabilitation Project In Los Angeles
County, California, prepared by Impact Sciences, Inc., August 2009 on file. Compliance with County Noise standards.

MITIGATION MEASURES:

= All construction equipment, fixed or mobile, that is utilized on the site shall be in proper operating
condition and fitted with standard factory silencing features. In areas where construction
equipment (such as generators and air compressors) is left stationary and operating for more than
one day within 100 feet of residential land uses, temporary portable noise structures shall be built.

11 2/25/10



These barriers shall be located between the piece of equipment and sensitive land uses that
preclude all sight-lines from the equipment to the residential land use(s).

= Construction activities shall be restricted to between the hours of 7:30 a.m. to 6:00 p.m., and shall
be prohibited on Saturdays, Sundays, and legal holidays, in order to reduce noise disturbance to
multi-family residences located westerly of the project site.

=  Construction crews shall turn off trucks or heavy equipment if the expected duration of engine
idling _exceeds five (5) minutes in order to reduce noise disturbance to adjacent multi-family
residences.

= At least 14 days prior to initiation of any project-related construction activity, the applicant shall
provide written notice to the management and residents of the adjacent Admiralty Apartments
complex (located across from the subject parcel at the northwesterly corner of Admiralty Way and
Palawan Way) and residents across from the subject parcel along the north side of Washington
Boulevard, notifying them of the anticipated duration of construction and anticipated activities prior
to the start of construction. The notice shall provide a phone number where neighbors can
register questions and complaints. Applicant shall maintain a log of all questions and complaints
received, and resulting actions. The applicant shall make a reasonable effort to respond to
guestions and address complaints received.

=  The applicant shall post a notice at the construction site indicating the type of project, duration of
construction activities, and a phone number where guestions and complaints can be registered.

= Staging and delivery areas shall be located as far away as feasible from the existing multi-family
residences located westerly of the subject parcel. Construction-related deliveries and hauling
activities shall be scheduled between 8:00 a.m. and 4:00 p.m., except on Saturdays, Sundays,
and legal holidays, to minimize disturbance to surrounding residents.

CONCLUSION
Considering the above information, could the project have a significant impact (individually or cumulatively) on, or be
adversely impacted by noise?

|:| Potentially significant |E Less than significant with project mitigation |:| Less than significant/No impact
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SETTING/IMPACTS
Yes No Maybe

a. LI X [

b. 'L X [

e. |1 X [

RESOURCES - 1. Water Quality

Is the project site located in an area having known water quality problems and proposing
the use of individual water wells?

No water quality problems are known to exist in the area. Additionally, the project does not
propose the use of individual water wells.

Will the proposed project require the use of a private sewage disposal system?
Wastewater generated at the project site is collected and conveyed by a sewer system
owned and operated by the Los Angeles County Department of Public Works and treated by
agreement with the City of Los Angeles.

If the answer is yes, is the project site located in an area having known septic tank
limitations due to high groundwater or other geotechnical limitations or is the project
proposing on-site systems located in close proximity to a drainage course?

Could the project’s associated construction activities significantly impact the quality of
groundwater and/or storm water runoff to the storm water conveyance system and/or
receiving water bodies?

The project’s construction activities could potentially impact storm water flow into the
neighboring marina and the Oxford Retention Basin. The project shall comply with the
California_Regional Water Quality Control Board (CRWQCB) and the County National
Pollutant Discharge Elimination System (NPDES) permit discharge requirements.

Could the project’s post-development activities potentially degrade the quality of storm
water runoff and/or could post-development non-storm water discharges contribute
potential pollutants to the - system and/or receiving bodies?

The project shall comply with the California Regional Water Quality Control Board and the
County National Pollutant Discharge Elimination System (NPDES) permit discharge
requirements.

Other factors?

STANDARD CODE REQUIREMENTS
[ ] Health & Safety Code, Title 11 — Chapter 11.38 (Water & Sewers)

[X] Environmental Protection, Title 12 — Chapter 12.80 (Storm-water & Runoff Pollution Control)
[ ] Plumbing Code, Title 28 — Chapter 7; Appendices G (a), ] & K (Sewers and Septic Systems)

|Z| MITIGATION MEASURES / |Z| OTHER CONSIDERATIONS
[ ] Lot Size [ ] Project Design [ ] compatible Use
X] Industrial Waste Permit [X] National Pollutant Discharge Elimination System (NPDES) Permit

Applicant shall comply with all pertinent NPDES and CRWQCB requirements.

MITIGATION MEASURES:

=  Throughout project construction, applicant shall comply with all pertinent NPDES requirements of

the Regional Water Quality Control Board and the Los Angeles County Department of Public

Works.

=  Hammers and other hydraulic attachments shall be placed on plywood and covered with plastic or

a comparable material prior to the onset of rain to prevent run-on and run-off.
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= Sandbag barriers shall be placed around the staging areas to control sediment and prevent run-
off.

= All debris and trash shall be disposed of in appropriate waste containers by the end of each
construction day.

= Discharge of hazardous materials into the study area shall be prohibited.

CONCLUSION
Considering the above information, could the project have a significant impact (individually or cumulatively) on, or
be adversely impacted by, water quality problems?

[ ] Potentially significant  [X] Less than significant with project mitigation ~ [_] Less than significant/No impact
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SETTING/IMPACTS
Yes No Maybe

o L X

RESOURCES - 2. Air Quality

Will the proposed project exceed the State’s criteria for regional significance
(generally (a) 500 dwelling units for residential users or (b) 40 gross acres, 650,000
square feet of floor area or 1,000 employees for non-residential uses)?

The proposed project contains no dwelling units, is approximately 81,924 square feet,
and has 8 employees, and therefore doesn’t meet the State’s criteria for regional
significance.

Is the proposal considered a sensitive use (schools, hospitals, parks) and located near a
freeway or heavy industrial use?

The proposed project consists of hotel uses but is not located near a freeway or heavy
industrial use. The surrounding similar residential and commercial land uses are not
expected to emit criteria pollutants that would have a significant impact on the
proposed project.

Will the project increase local emissions to a significant extent due to increased traffic
congestion or use of a parking structure or exceed AQMD thresholds of potential
significance per Screening Tables of the CEQA Air Quality Handbook?

The proposed project would not result in _an increase in_hotel units and land use
intensity at the project site. Although the capacity of the restaurant will increase, due
to its ancillary nature, the expansion is not considered significant. Therefore, the
proposed project would not result in an increase in existing operational emissions. The
average daily trips associated with the project would remain the same as the existing
average daily trips. The proposed project will not change the land use of the project
site and will therefore not have a significant impact with respect to this criterion.

Will the project generate or is the site in close proximity to sources that create
obnoxious odors, dust, and/or hazardous emissions?

The hotel land uses associated with the proposed project are not expected to be a
source of persistent odors, dust, and/or hazardous emissions. Construction of the
project is temporary and dust and odors associated with construction are not expected
to have a significant impact on air quality. Refuse associate with operation of the
project will be disposed of in accordance with all applicable requlations. Hazardous
substances are requlated by the state under the California Accidental Release
Prevention Program, and residential uses do not emit hazardous emissions that are
significant. No significant impacts are expected with respect to these criteria.

Would the project conflict with or obstruct implementation of the applicable air
quality plan?

The project shall comply with the South Coast Air Quality Management District’s
(SCAQMD) CEQA Air Quality Handbook and other quidance provided by SCAQMD.
Compliance would reduce potentially significant impacts to less than significant levels.

Would the project violate any air quality standard or contribute substantially to an
existing or projected air quality violation?
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The proposed project will comply with SCAQMD’s Air Quality Handbook and other
guidance provided by SCAQMD and emissions from construction and operation will not
exceed the emission thresholds for criteria pollutants. In addition, emissions will not
exceed the localized ambient concentration thresholds established in the SCAQMD’s
LST Methodology. Therefore, the project is not expected to violate any air quality
standards or contribute substantially to an existing or projected air quality violation.

Would the project result in a cumulatively considerable net increase of any criteria

|:| & |:| pollutant for which the project region is non-attainment under applicable federal or

state ambient air quality standard (including releasing emission which exceed
guantitative thresholds for ozone precursors)?

The proposed project will comply with SCAQMD’s Air Quality Handbook and other
guidance provided by SCAQMD and is not expected to have a cumulatively
considerable net increase of any criteria pollutant for which the project region is non-
attainment for.

h. |:| |E |:| Other factors?

The proposed project will use energy conserving appliances and will therefore reduce
carbon dioxide emissions compared to existing emissions. Therefore, the project
emissions are less than significant with respect to this criterion. (Source: Marina
International Hotel Rehabilitation Project Air Quality Assessment, Impact Sciences Inc.,
August 2009, page 7).

STANDARD CODE REQUIREMENTS
[ ] state of California Health and Safety Code — Section 40506 (Air Quality Management District Permit)

X] MITIGATION MEASURES /[ | OTHER CONSIDERATIONS
|:| Project Design |X| Air Quality Report

Marina International Hotel Rehabilitation Project Air Quality Assessment, prepared by Impact Sciences Inc., August

2009 on file.

MITIGATION MEASURES:
= To reduce emissions during construction, the applicant shall implement the following actions and Best

Management Practices (BMP’s):

Construction parking shall be configured to minimize traffic interference.

Construction activities that affect traffic flow on the arterial system shall be scheduled at off-peak
hours, as permitted.

Truck deliveries shall be consolidated, as practically feasible.

Equipment and vehicle engines shall be maintained in good condition and in proper tune according to
manufacturers’ specifications and SCAQMD requlations, to minimize exhaust emissions.

Construction equipment use shall be suspended during second stage smog alerts.

Electricity shall be acquired from power poles rather than temporary diesel- or gasoline-powered
generators, as feasible.

Methanol- or natural gas-powered mobile equipment shall be utilized instead of diesel, if readily
available at competitive prices.

Propane- or butane-powered on-site mobile equipment shall be utilized instead of gasoline, if readily
available at competitive prices.
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CONCLUSION
Considering the above information, could the project have a significant impact (individually or cumulatively) on, or
be adversely impacted by, air quality?

[ ] Potentially significant [X] Less than significant with project mitigation [ _] Less than significant/No impact

17 2/25/10



SETTING/IMPACTS
Yes No Maybe

L X O

o

RESOURCES - 3. Biota

Is the project site located within Significant Ecological Area (SEA), SEA Buffer, or coastal
Sensitive Environmental Resource (ESHA, etc.), or is the site relatively undisturbed and
natural?

The subject site does not contain any undisturbed or natural habitat. The site is located in an
urbanized area within the State-designated Coastal Zone, approximately 275 feet from basin
“E” of the Marina del Rey small craft harbor, 275 feet from the Oxford Retention Basin, and
5,060 feet from the Ballona Creek SEA. (Source: the 1980 Los Angeles Countywide General
Plan Land Use Policy map)

Will grading, fire clearance, or flood related improvements remove substantial natural
habitat areas?

Is a major drainage course, as identified on USGS quad sheets by a blue dashed line, located
on the project site?
Source: Venice USGS Quadsheet, Grid # 83

Does the project site contain a major riparian or other sensitive habitat (e.g. coastal sage
scrub, oak woodland, sycamore riparian, woodland, wetland, etc.)?

Does the project site contain oak or other unique native trees (specify kinds of trees)?

The subject site contains mature trees along the perimeter of the site, none of which are oak
or unique native trees. Some of the mature trees will be removed as part of the proposed
development, authorization for which a Coastal Development Permit will be sought by the
applicant.

Is the project site habitat for any known sensitive species (federal or state listed
endangered, etc.)?

The project area at large is a known habitat of the Great Blue Heron, Black-crowned Night
Heron and Snowy Egret. Although nests of these avian species are not expected to exist on
the project site, nests of other birds are potentially located on site. Nonetheless, as federal
law protects the active nests of not only herons, but of all native birds, mitigation is provided
below to ensure biota impacts would remain less than significant. A heron nest survey
conducted by Califauna in April 2009 indicated that no heron nests are present on the site
and that none are likely to occur in the future.

Other factors (e.g., wildlife corridor, adjacent open space linkage)?

The heron nesting survey report of May 4, 2009 by Califauna concludes that no herons are
currently using the project site for nesting and it is unlikely that heron nesting on the project
would occur in the future (Source: Marina International Hotel / MdR Parcel 145R - Bird &
Tree Survey, Califauna, 4 May 2009).

[ ] MITIGATION MEASURES / [X| OTHER CONSIDERATIONS
[ ] Lot Size [ ] Project Design [ ] ERB/SEATAC Review  [_| Oak Tree Permit

Heron nesting survey dated May 4, 2009 by Califauna is on-file.

MITIGATION MEASURES:

= Active bird nests are protected by the Migratory Bird Treaty Act (16 U.S.C. 704) and the

California Fish and Game Code (Section 3503, 3503.5 and 3513). |If activities associated with

project construction are planned during the nesting/breeding season for native birds, generally
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January through March for early nesting birds (e.qg. Coopers hawks or hummingbirds) and from
mid-March through September for most bird species, the applicant shall have a qualified biologist
conduct surveys for active bird nests. Pre-construction nesting bird surveys must be conducted
weekly within 30 days prior to initiation of ground-disturbing activities to determine the
presence/absence of active nests. The surveys shall be performed on a weekly basis with the
last survey conducted no more than three days before the start of clearance/construction work.
Surveys shall include examination of trees, shrubs, and the ground within grasslands, for nesting
birds, as several bird species known to the area are shrub or ground nesters, including mourning
doves. Applicant shall submit all such surveys to Department of Regional Planning staff for
review and inclusion in the case file. All active bird nests that are found within the construction
zone shall be protected by a buffer appropriate to the species observed, as determined by a
qualified biologist, and demarcated by construction fencing or other means that will allow
avoidance of the nests, until young birds have fledged and no continued use of the nest is
observed.

= |f active bird nesting activity is discovered on the site during project construction or prior to project
construction commencement, and the qualified biologist determines that renovation activities are
disturbing such nesting sites, all renovation in the immediate vicinity of such nest(s), as
determined by the biologist, shall cease until feasible measures can be identified by the County, in
consultation with California Department of Fish & Game, to ensure that continued renovation does
not adversely affect such nesting activity.

CONCLUSION
Considering the above information, could the project have a significant impact (individually or cumulatively) on,
biotic resources?

|:| Potentially significant |E Less than significant with project mitigation |:| Less than significant/No impact
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RESOURCES - 4. Archaeological/Historical/Paleontological

SETTING/IMPACTS
Yes No Maybe

Is the project site in or near an area containing known archaeological resources or
a. |:| |Z |:| containing features (drainage course, spring, knoll, rock outcroppings, or oak trees)
that indicate potential archaeological sensitivity?

The project site is located in an urbanized area and is devoid of these features.

b |:| & |:| Does the project site contain rock formations indicating potential paleontological
) resources?

C. |:| |E |:| Does the project site contain known historic structures or sites?

The site is currently developed with an existing hotel complex, originally constructed in
1974. No grading or excavation is proposed. This hotel is not listed or is eligible for
listing on any federal, state, or local registers of historic resources.

d |:| & |:| Would the project cause a substantial adverse change in the significance of a historical
) or archaeological resource as defined in 15064.5?
As described above, the project site does not contain any historical or archaeological
resources. As such, project implementation would not cause a substantial adverse
change in the significance of a historical or archaeological resource as defined in
15064.5.

o |:| & |:| Would the project directly or indirectly destroy a unique paleontological resource or
) site or unique geologic feature?

The project site is developed with hotel uses. No unique paleontological resources or
unigue geological features are known to exist on the project site.

f. [1 X [] Other factors?

|:| MITIGATION MEASURES / |:| OTHER CONSIDERATIONS
[ ] Lot Size [ ] Project Design [ ] Phase 1 Archaeology Report

CONCLUSION

Considering the above information, could the project leave a significant impact (individually or cumulatively) on
archaeological, historical, or paleontological resources?

[ ] Potentially significant [ ] Less than significant with project mitigation [X] Less than significant/No impact
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RESOURCES - 5. Mineral Resources

SETTING/IMPACTS
Yes No Maybe

3 |:| & |:| Would the project result in the loss of availability of a known mineral resource
’ that would be of value to the region and the residents of the state?

The project site is not located in a Mineral Recovery Zone. (Source: 1980 Los
Angeles Countywide General Plan Special Management Areas map)

Would the project result in the loss of availability of a locally important mineral
b. |:| |Z |:| resource discovery site delineated on a local general plan, specific plan or other
land use plan?

The project site is not located in a Mineral Recovery Zone. (Source: 1980 Los
Angeles Countywide General Plan Special Management Areas map)

c. |:| |E |:| Other factors?

|:| MITIGATION MEASURES / |:| OTHER CONSIDERATIONS
[ ] Lot Size [ ] Project Design

CONCLUSION

Considering the above information, could the project leave a significant impact (individually or cumulatively) on
mineral resources?

|:| Potentially significant |:| Less than significant with project mitigation & Less than significant/No impact
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RESOURCES - 6. Agriculture Resources

SETTING/IMPACTS
Yes No Maybe

Would the project convert Prime Farmland, Unique Farmland, or Farmland of

|:| & |:| Statewide Importance (Farmland), as shown on the maps prepared pursuant to the
Farmland Mapping and Monitoring Program (FMMP) of the California Resources
Agency to non-agricultural use?
The project site is not located on or near any Farmland areas identified by the FMIMP.
(Source: Farmland Mapping and Monitoring Program, California Department of
Conservation)

a.

Would the project conflict with existing zoning for agricultural use, or a Williamson Act
b. D |E D contract?

The project site is located within the Marina del Rey Specific Plan area and is subject to
requlations of the Marina del Rey Land Use Plan. As defined in the Land Use Plan, the
project site is designated as “Hotel”, which permits overnight accommodations and
attendant-visitor services. The project site is currently developed with hotel uses. No
Williamson Act contract applies to the project site. Therefore, the project would not
conflict with existing zoning for agricultural uses.

c |:| & |:| Would the project involve other changes in the existing environment that due to their
’ location or nature, could result in conversion of Farmland, to non-agricultural use?

The project site is located on the northern side of the Marina del Rey small craft
harbor, an urbanized area. Agricultural uses are not located in the immediate area.
Therefore, the project would not result in the conversion of farmland to non-
agricultural use.

d [] X [ ]  Otherfactors?

|:| MITIGATION MEASURES / |:| OTHER CONSIDERATIONS
[ ] Lot Size [] Project Design

CONCLUSION

Considering the above information, could the project leave a significant impact (individually or cumulatively) on
agriculture resources?

|:| Potentially significant |:| Less than significant with project mitigation |X| Less than significant/No impact
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SETTING/IMPACTS
Yes No Maybe

a [ X [

O XU

RESOURCES - 7. Visual Qualities

Is the project site substantially visible from or will it obstruct views along a scenic
highway (as shown on the Scenic Highway Element), or is it located within a scenic
corridor or will it otherwise impact the viewshed?

The project site is located on Admiralty Way, which is not designated by the Scenic
Highway Element as a scenic highway. However, the Marina del Rey Land Use Plan
identifies Admiralty Way as a significant vantage point within the Marina. Thus, the
project site is considered a significant vantage point and can be seen from significant
vantage points throughout the Marina. Because the project would not add height or
substantial building mass to existing development, the existing viewshed to and from
the project site would not be altered.

Is the project substantially visible from or will it obstruct views from a regional riding
or hiking trail?

The project site is located in an established urbanized area and is not visible from any
regional riding or hiking trail.

Is the project site located in an undeveloped or undisturbed area that contains unique
aesthetic features?
The project site is currently developed and is located within an urbanized community.

Is the proposed use out-of-character in comparison to adjacent uses because of
height, bulk, or other features?

Surrounding uses are of similar height and building mass as the proposed project. The
proposed project will not change the use or intensity of the existing development. The
height, bulk, and general appearance of the development will remain similar to the
current development.

Is the project likely to create substantial sun shadow, light or glare problems?

The project would not add height or substantial building mass to existing development.
Thus, existing shadows to off-site land uses would be generally consistent following
project buildout. New lighting is proposed throughout the project, consisting of wall
and soffit lighting, low-level landscape and pathway lighting, and guestroom unit light
fixtures. A lighting design package will be provided as a post-entitlement review at a

later date for approval. In addition, project renovations would incorporate exterior
building materials which would decrease glare.

Other factors (e.g., grading or landform alteration)?

[ ] MITIGATION MEASURES /[ | OTHER CONSIDERATIONS
[ ] Lot Size [ ] Project Design [ ] Visual Report [ ] Compatible Use

CONCLUSION

Considering the above information, could the project leave a significant impact (individually or cumulatively) on

scenic qualities?

[ ] Potentially significant

[ ] Less than significant with project mitigation [X] Less than significant/No impact
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SETTING/IMPACTS

a.

Yes No Maybe

L X O

L O X

SERVICES - 1. Traffic/Access

Does the project contain 25 dwelling units, or more and is it located in an area with
known congestion problems (roadway or intersections)?

The project site currently contains 132 hotel rooms and is located in an area that
experiences reqular traffic congestion. The project includes a renovation and upgrade
of an existing use, and would not include an increase in intensity that would generate
greater than present vehicle trips. Renovations would reduce the total number of hotel
rooms by seven. Consequently, the project would not result in _an increase in
congestion on the surrounding roadway network due to increased vehicle trips.

Will the project result in any hazardous traffic conditions?

The project site is located on Admiralty Way. All staging and construction activities are
expected to be located on the project site. Moreover, the applicant has been required
to submit a construction traffic management plan for approval to Dept of Public Works
prior to_ commencement of any demolition or construction activities, in order to
mitigate potential traffic circulation conflicts that could arise from construction
vehicles accessing the site. As such, no hazardous conditions are anticipated on local
streets due to construction vehicle traffic associated with the project. Additionally, the
project would not include an increase in intensity that would generate vehicle trips but
rather include a renovation and upgrade of an existing use. Renovations would reduce
the total number of hotel rooms by seven. Consequently, the project would not result
in_an increase_in congestion on the surrounding roadway network due to increased
vehicle trips.

Will the project result in parking problems with a subsequent impact on traffic
conditions?

The project site currently contains 208 parking spaces. Project implementation would
not change the total number of on-site parking spaces. The current Los Angeles County
Parking Code requires a total of 207 parking spaces for project uses as proposed.
However, due to the proposed reduction in hotel units, the County Code would require
176 parking spaces following project buildout. As such, the 208 parking spaces
provided by the project is considered adequate by the County of Los Angeles.
Additionally, as described above, project implementation would not add vehicle trips
to the surrounding roadway network. Parking impacts would be less than significant.
Will inadequate access during an emergency (other than fire hazards) result in

problems for emergency vehicles or residents/employees in the area?

At present, the subject site can be accessed from multiple points along Admiralty Way,
Palawan Way, and an alley along the east side of the property. Project implementation
would not substantially alter existing on-site emergency access.

Will the congestion management program (CMP) Transportation Impact Analysis
thresholds of 50 peak hour vehicles added by project traffic to a CMP highway system
intersection or 150 peak hour trips added by project traffic to a mainline freeway link
be exceeded?

As described above, project implementation would not increase vehicle trips over
existing conditions.

Would the project conflict with adopted policies, plans, or program supporting
alternative transportation (e.g., bus, turnouts, bicycle racks)?
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The Los Angeles County Metropolitan Transportation Authority (MTA) has established
an extensive grid system of bus routes throughout the Los Angeles Region. Adjacent
jurisdictions such as the City of Los Angeles and the City of Culver City also provide
transit

service through the project vicinity. The project site itself is served by an MTA bus line
along Admiralty Way, and a Culver City Bus along Washington Boulevard. Bus stops for
these two lines are located adjacent to the project site, which is within the quarter-
mile distance threshold considered to be convenient walking distance for project
residents. Additionally, construction of the proposed project would not interfere with
existing bus _service. Therefore, implementation of the proposed project is not
anticipated to conflict with adopted polices, plans or programs supporting alternative
transportation.

g. |:| |E |:| Other factors?

X] MITIGATION MEASURES /[ | OTHER CONSIDERATIONS
[ ] Project Design [ ] Traffic Report [X] consultation with Traffic & Lighting Division

Consult with DPW Traffic and Lighting Division, and Fire Department for access.

MITIGATION MEASURES:
= Applicant shall submit a construction traffic management plan to Los Angeles County Department of Public
Works for review and approval prior to initiation of any project construction activity at the subject property.

CONCLUSION

Considering the above information, could the project leave a significant impact (individually or cumulatively) on
traffic/access factors?

|:| Potentially significant @ Less than significant with project mitigation |:| Less than significant/No impact
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SETTING/IMPACTS
Yes No Maybe

a [ X [

b. [ X [

o O X 0

SERVICES - 2. Sewage Disposal

If served by a community sewage system, could the project create capacity problems
at the treatment plant?

Wastewater generated at the project site is collected and conveyed by a sewer system
owned and operated by the Los Angeles County Department of Public Works and
treated by agreement with the City of Los Angeles. Because the project would not
intensify existing land uses at the project site, no net increase of wastewater
generation is anticipated following project buildout. As such, project implementation
would not increase existing flows to the treatment plant serving the project site.

Could the project create capacity problems in the sewer lines serving the project site?

Because the project would not intensify existing land uses at the project site (as noted,
the renovation project will result in a reduction of hotel rooms at the site), no net
increase of wastewater is_anticipated following project buildout. As such, project
implementation would not add additional flow to the sewer lines currently serving the
project site.

Other factors?

STANDARD CODE REQUIREMENTS
|Z Utilities Code, Title 20 — Division 2 (Sanitary Sewers and Industrial Waste)
X Plumbing Code, Title 28 — Chapter 7 (Sanitary Drainage)

& California Health Safety Code — Section 5474 (Sewer connection mitigation fee)

|:| MITIGATION MEASURES / & OTHER CONSIDERATIONS

The proposed restaurant will obtain all necessary requlatory permits from the Department of Public Health and the

Building and Safety Division of the Department of Public Works prior to construction and operation.

CONCLUSION

Considering the above information, could the project have a significant impact (individually or cumulatively) on
the physical environment due to sewage disposal facilities?

[ ] Potentially significant

[ ] Less than significant with project mitigation [X] Less than significant/No impact
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SERVICES - 3. Education

SETTING/IMPACTS
Yes No Maybe

|:| @ |:| Could the project create capacity problems at the district level?

o

The project proposes the rehabilitation of the existing Marina International Hotel.
Hotel uses do not host a permanent population. The project does not propose the
introduction of residential units. As such, project implementation would not generate
new students, and no new students would attend the Los Angeles Unified School
District.

Could the project create capacity problems at individual schools that will serve the
b. D lE D project site?

C. |:| @ |:| Could the project create student transportation problems?

Could the project create substantial library impacts due to increased population and
d. D lE D demand?

The project will not generate additional demands for local libraries.

e. |:| |E |:| Other factors?

STANDARD CODE REQUIREMENTS
|:|State of California Government Code — Section 53080 (School Facilities Fee)
|:| Planning & Zoning Code, Title 22 — Chapter 22.72 (Library Facilities Mitigation Fee)

|:| MITIGATION MEASURES / |:| OTHER CONSIDERATIONS
[ ] site Dedication [ ] Government Code Section 65995 [ ] Library Facilities Mitigation Fee

CONCLUSION

Considering the above information, could the project have a significant impact (individually or cumulatively)
relative to educational facilities/services?

[ ] Potentially significant [ | Less than significant with project mitigation [X] Less than significant/No impact
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SETTING/IMPACTS
Yes No Maybe

a [ X [

b. L] X [

« O X [0

SERVICES - 4. Fire/Sheriff Services

Could the project create staffing or response time problems at the fire station or
sheriff's substation serving the project site?

The nearest fire station is Los Angeles County Fire Station #110, located approximately
0.6 miles east of the site (4433 Admiralty Way, Marina del Rey 90292). The nearest
sheriff’s substation is Marina del Rey Sheriff Station located approximately two miles
southeast of the site (13851 Fiji Way, Marina Del Rey 90292). As such, land uses at the
project site would remain similar to existing conditions, and no additional demand for
fire or sheriff services would be generated following project buildout.

Are there any special fire or law enforcement problems associated with the project or
the general area?

There are no special fire or law enforcement problems associated with the proposed
hotel renovation project or the general area.

Other factors?

STANDARD CODE REQUIREMENTS
[ ] Revenue & Finance Code, Title 4 — Chapter 4.92 (Fire Protection Facilities Fee)

|:| MITIGATION MEASURES / |:| OTHER CONSIDERATIONS

CONCLUSION

Considering the above information, could the project have a significant impact (individually or cumulatively)
relative to fire/sheriff services?

[ ] Potentially significant

[ ] Less than significant with project mitigation [X] Less than significant/No impact
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SETTING/IMPACTS

a.

Yes No Maybe

L X O

SERVICES - 5. Utilities/Other Services

Is the project site in an area known to have an inadequate public water supply to meet
domestic needs or to have an inadequate ground water supply and proposes water wells?
Water service is provided to the project site by Marina del Rey Water System. The project
proposes the rehabilitation of an _existing _hotel through the renovation of the hotel
interiors, exteriors, and landscaped areas. Existing landscaped plants and trees which
require high water consumption would be replaced with native plants requiring low or
much less water needs. No increase in hotel rooms, building footprint, or square footage is
proposed. Because the project would not intensify existing land uses at the project site, no
net increase of water demand is anticipated following project buildout. As such, project
implementation would not place further demand on existing water service infrastructure
serving the project site. Additionally, the project does not propose the use of individual
water wells.

Is the project site in an area known to have an inadequate water supply and/or pressure to
meet fire fighting needs?
The existing hotel has been adequately served by public water lines since its construction in

the 1960s and during its continuous operation thereafter. The project area has sufficient
fire flow within the existing water supply lines and will not increase the need for additional

water supply.

Could the project create problems with providing utility services, such as electricity, gas, or
propane?

Electricity and gas are supplied and distributed to the project site and Marina del Rey by
Southern California Edison and the Southern California Gas Company, respectively. Because
the project would not intensify existing land uses at the project site, no net increases of
electric and gas demands are anticipated following project buildout. As such, project
implementation would not place further demand on existing utility infrastructure serving
the project site.

Are there any other known service problem areas (e.g., solid waste)?

The project will not intensify the existing land uses at the project site, therefore no net
increase of solid waste generation is anticipated following project buildout. Additionally,
because project implementation only includes rehabilitation to existing development,
construction of the project is not expected to result in substantial construction-related solid
waste generation.

Would the project result in substantial adverse physical impacts associated with the
provision of new or physically altered governmental facilities, need for new or physically
altered governmental facilities, the construction of which could cause significant
environmental impacts, in order to maintain acceptable service ratios, response times or
other performance objectives for any of the public services or facilities (e.g., fire
protection, police protection, schools, parks, roads)?

The project will not intensify existing land uses at the project site, therefore no net increase
demand for government facilities is anticipated following project buildout. As such, project
implementation would not place further demand on existing governmental facilities serving
the project site.

Other factors?
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STANDARD CODE REQUIREMENTS
|X| Plumbing Code, Title 28 — Chapters 3,6 & 12
|X| Utilities Code, Title 20 — Divisions 1, 4 & 4a (Water, Solid Waste, Garbage Disposal Districts)

|:| MITIGATION MEASURES / & OTHER CONSIDERATIONS
|:| Lot Size |:| Project Design

The proposed project site is currently serviced by existing utility infrastructure. Use of these utilities under the
proposed use will be similar to the current level of use.

MITIGATION MEASURES:
= During construction, a minimum of 65 percent of non-hazardous construction and demolition debris by weight
shall be recycled and/or salvaged for reuse.

=  During operation, a permanent full-service recycling program shall be implemented for residents and marina
lessees that will include contracting for periodic onsite collection and physical improvements such as
centralized receptacles to recycle paper, plastic, glass and metal waste products. The recycling program shall
be fully maintained at all times by building management.

CONCLUSION
Considering the above information, could the project have a significant impact (individually or cumulatively)
relative to utilities services?

[ ] Potentially significant [X] Less than significant with project mitigation [ ] Less than significant/No impact

30 2/25/10



OTHER FACTORS - 1. General

SETTING/IMPACTS
Yes No Maybe

a. |:| |Z| |:| Will the project result in an inefficient use of energy resources?

Implementation of the project would not generate additional demand for energy
resources over existing conditions. Additionally, the project would utilize energy
conserving designs and materials which may reduce enerqgy demands compared to
existing uses.

b |:| |Z| |:| Will the project result in a major change in the patterns, scale, or character of the
general area or community?

Project implementation would not increase existing square footage or the number of
hotel rooms. The height, bulk, and general appearance of the proposed development
will remain similar to the current development.

c. [1 X [ ]  Willthe project result in a significant reduction in the amount of agricultural land?

The project site is located in an urbanized area of Los Angeles County. No reduction in
the amount of agricultural land would occur.

d |:| |E |:| Other factors?

STANDARD CODE REQUIREMENTS
|X| California State Administrative Code, Title 24, Part 5, T-20 (Energy Conservation)

|:| MITIGATION MEASURES / |Z| OTHER CONSIDERATIONS
[ ] Lot Size [X] Project Design [ ] compatible Use

The project shall comply with Green Building requirements to the satisfaction of the Department of
Regional Planning and Department of Public Works.

CONCLUSION

Considering the above information, could the project have a significant impact (individually or cumulatively) on
the physical environment due to any of the above factors?

[ ] Potentially significant [ ] Less than significant with project mitigation [X] Less than significant/No impact
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SETTING/IMPACTS

a.

Yes No Maybe

L X O

L X O

L X O

L X O

L X O

L X O

OTHER FACTORS - 2. Environmental Safety

Are any hazardous materials used, transported, produced, handled, or stored on-site?

Hotel uses do not generally involve the routine use, transport, or disposal of significant
amounts of hazardous materials; however, on-site support service, such as janitorial and
pool cleaning services, may involve the use of small amounts of hazardous materials. A
variety of state and federal laws govern the generation, treating, or disposing of hazardous
wastes. Los Angeles County has the authority to inspect on-site uses and to enforce state
and federal laws governing the storage, use, transport, and disposal of hazardous materials
and wastes. In addition, Los Angeles County requires that an annual inventory of hazardous
materials in use on site, as well as a business emergency plan, be submitted for an annual
review, as required by Emergency Planning and Right-to-Know Act (SARA Title lll) and
Chapter 6.95 of the California Health and Safety Code As such, potential impacts are
considered to be less than significant through the implementation of standard state and
federal requirements.

Are any pressurized tanks to be used or any hazardous wastes stored on-site?

The project does not propose the installation, use or storage of pressurized tanks or
hazardous wastes on-site.

Are any residential units, schools, or hospitals located within 500 feet and potentially
adversely affected?

Residential uses are located immediately west of the project site. However, construction and
operation of the proposed project do not require the extensive or ongoing use of materials
or pressurized tanks that would create a significant hazard to the public. Hazardous material
usage on the site would likely be limited to the storage and use of relatively small quantities
of materials such as paint, oils, cleaners, and landscape maintenance materials. Any use of
hazardous materials would be subject to all applicable state and local requirements for
management and disposals of such materials. As such, residential units within and adjacent
to the project site would not be adversely affected following project construction and
buildout. No additional analysis is necessary. and approximately 0.12 miles (633 ft.) east of
Marina del Rey Hospital.

Have there been previous uses that indicate residual soil toxicity of the site or is the site
located within two miles downstream of a known groundwater contamination source within
the same watershed?

Only hotel uses have been known to occur at the project site. As such, past uses are not
expected to result in soil contamination.

Would the project create a significant hazard to the public or the environment involving the
accidental release of hazardous materials into the environment?

Construction _and operation of the proposed project improvements do not require the
extensive or ongoing use of materials or pressurized tanks that would create a significant
hazard to the public. The occasional use or disposal of hazardous materials generally
associated with hotel uses include unused paint, aerosol cans, cleaning agents, oils,
landscaping-related chemicals, and other common household substances. These materials
are generally disposed of at non-hazardous Class Il and Il landfills (along with traditional
solid waste). Therefore, the impact of the project on the environment through the routine
transport, use, or disposal of hazardous materials is less than significant, given that
appropriate _procedures and gquidelines are followed during project construction and
throughout project operation.

Would the project emit hazardous emissions or handle hazardous materials, substances, or

waste within one-quarter mile of an existing or proposed school?
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The subject site is located more than one-quarter mile away from a proposed or existing
school. The nearest school is the Coeur D'Alene Avenue Elementary School of the Los Angeles
Unified School District, approximately 0.8 miles (4,224 ft.) north of the site.

Would the project be located on a site that is included on a list of hazardous materials sites
compiled pursuant to Government Code Section 65962.5 and, as a result, would create a
significant hazard to the public or environment?

The project site is not included on a list of hazardous materials sites compiled pursuant to
Government Code Section 65962.5.

Would the project result in a safety hazard for people in a project area located within an
airport land use plan, within two miles of a public or public use airport, or within the vicinity
of a private airstrip?

Los Angeles International Airport (LAX) is approximately 2.6 miles (13,728 ft.) to the
southwest of the subject property.

Would the project impair implementation of or physically interfere with an adopted
emergency response plan or emergency evacuation plan?

Other factors?

[ ] MITIGATION MEASURES / [X] OTHER CONSIDERATIONS [ ] Toxic Clean-up Plan

The project shall comply with Building Code Section 110.4 to address Methane Gas Hazards. Should any operation

within the subject property include the construction, installation, modification, or removal of underground storage

tanks, industrial waste treatment or disposal facilities, and/or storm water treatment facilities, the applicant shall

contact the Environmental Programs Division of the Department of Public Works for required approvals and

operating permits.

CONCLUSION

Considering the above information, could the project have a significant impact relative to public safety?

[ ] Potentially significant

[ ] Less than significant with project mitigation [X] Less than significant/No impact
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SETTING/IMPACTS

Yes

No Maybe

a. LI X [

0 OO0
X XKXK

e. [
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O OO

[]

OTHER FACTORS - 3. Land Use

Can the project be found to be inconsistent with the plan designation(s) of the subject
property?

The project site is zoned for and is located within the Marina del Rey Specific Plan area and
is subject to requlations of the Marina del Rey Land Use Plan. The plan designation for the
parcel is_“Hotel” which is intended for hotels and motels to provide overnight
accommodations _and _attendant _visitor-serving _services _including dining _and
entertainment areas. The applicant is proposing renovations to an existing hotel and is
therefore consistent with this designation.

Can the project be found to be inconsistent with the zoning designation of the subject
property?

The project site is zoned for and is located within the Marina del Rey Specific Plan area and
is subject to requlations of the Marina del Rey Land Use Plan. The zoning designation for
the property is Specific Plan, and the land use designation is “Hotel.” The project is
consistent with this designation.

Can the project be found to be inconsistent with the following applicable land use criteria:
Hillside Management Criteria?
SEA Conformance Criteria?

Other?

Would the project physically divide an established community?

Project implementation would make renovations and upgrades to existing uses, and would
not_modify any off-site properties or roadways as to physically divide an established
community.

Other factors?

|:| MITIGATION MEASURES / |:| OTHER CONSIDERATIONS

CONCLUSION

Considering the above information, could the project have a significant impact (individually or cumulatively) on
the physical environment due to land use factors?

[ ] Potentially significant

|:| Less than significant with project mitigation |X| Less than significant/No impact
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OTHER FACTORS - 4. Population/Housing/Employment/Recreation

SETTING/IMPACTS

Yes

a. | []

g [

No

X

X

Maybe

]

]

Could the project cumulatively exceed official regional or local population projections?

The project proposes the rehabilitation of the existing Marina International Hotel.
Hotels do not host a permanent population and are not considered residential uses.
Thus, project implementation would not increase population.

Could the project induce substantial direct or indirect growth in an area (e.g., through
projects in an undeveloped area or extension of major infrastructure)?

Project _implementation would not increase the project site’s land use intensity
compared to existing conditions. As such, no extension of infrastructure is required.

Could the project displace existing housing, especially affordable housing?

As described above, the project site does not contain residential uses. As such, project
implementation would not result in the displacement of existing or affordable housing.

Could the project result in substantial job/housing imbalance or substantial increase in
Vehicle Miles Traveled (VMT)?

Project _implementation would not substantially increase the number of on-site
employees compared to existing uses. As such, no substantial change to current
job/housing ratios are expected.

Could the project require new or expanded recreational facilities for future residents?

Project implementation would not introduce residential uses to the project site. As
such, no increase for recreation facilities is expected following project buildout.

Would the project displace substantial numbers of people, necessitating the
construction of replacement housing elsewhere?

As described above, the project site does not contain residential uses. As such, project
implementation would not result in the displacement of existing housing.

Other factors?

|:| MITIGATION MEASURES / |:| OTHER CONSIDERATIONS

CONCLUSION

Considering the above information, could the project have a significant impact (individually or cumulatively) on
the physical environment due to population, housing, employment, or recreational factors?

[ ] Potentially significant

|:| Less than significant with project mitigation |X| Less than significant/No impact
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MANDATORY FINDINGS OF SIGNIFICANCE

Based on this Initial Study, the following findings are made:

Yes No Maybe

a [ I X

b. L] X [

« L X [0

*

CONCLUSION

Does the project have the potential to substantially degrade the quality of the
environment, substantially reduce the habitat of a fish or wildlife species, cause a fish
or wildlife population to drop below self-sustaining levels, threaten to eliminate a
plant or animal community, reduce the number or restrict the range of a rare or
endangered plant or animal, or eliminate important examples of the major periods of
California history or prehistory?

The Marina del Rey project vicinity, as opposed to the subject parcel, hosts active nests
of breeding birds. Mitigation is provided to ensure biota impacts would remain less
than significant. (Note that April 15, 2009 field observations at the subject parcel by a
qualified ornithologist indicated no nests, active or inactive, or evidence of nesting by
either Great Blue Heron or any other species of heron on the subject parcel. See
attached May 4, 2009 memorandum from Dr. Jeffrey B. Froke, Ph.D., of Califauna.)
Does the project have possible environmental effects that are individually limited but
cumulatively considerable? "Cumulatively considerable" means that the incremental
effects of an individual project are considerable when viewed in connection with the
effects of past projects, the effects of other current projects, and the effects of
probable future projects.

Project implementation would not increase current land use intensity. As such, no
incremental impacts are expected to occur over existing conditions.

Will the environmental effects of the project cause substantial adverse effects on
human beings, either directly or indirectly?

As described throughout this Initial Study, no substantial adverse effects on human
beings are anticipated to occur.

Considering the above information, could the project have a significant impact (individually or cumulatively) on

the environment?

|:| Potentially significant

& Less than significant with project mitigation |:| Less than significant/No impact
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SUMMARY

The air quality assessment for the proposed Marina International Hotel Rehabilitation Project (“project”
or “proposed project”), located at 4200 Admiralty Way in Marina del Ray, unincorporated Los Angeles
County, California, was prepared in accordance with the South Coast Air Quality Management District’s
(SCAQMD) California Environmental Quality Act (CEQA) Air Quality Handbook! and other guidance
provided by the SCAQMD. The proposed project consists of the renovation of the existing Marina

International Hotel. Construction of the proposed project is anticipated to last 52 weeks.

The impacts associated with construction and operation of the proposed project were compared to the
thresholds of significance established by the SCAQMD. Thresholds of significance during project
construction are based on mass daily emission thresholds for volatile reactive organic compounds
(VOCs), oxides of nitrogen (NOx), carbon monoxide (CO), sulfur dioxide (SO2), respirable particulate
matter less than 10 microns in diameter (PMw), and fine particulate matter less than 2.5 microns in
diameter (PM:s). Thresholds of significance during project operation are based on mass daily emission
thresholds for the air pollutants described above. In addition, the SCAQMD has promulgated localized
significance thresholds (LSTs) that identify local ambient air impacts during project construction and
operation for nitrogen dioxide (NOz), CO, PMi, and PM:s. In addition, the SCAQMD requires an
evaluation of the project’s impact on local CO concentrations near impacted intersections and roadways.

Copies of the supporting technical data are found in the appendices to this report.

Based on the results of the air quality assessment, construction of the proposed project would not exceed
the emissions thresholds for the pollutants analyzed above. Since the project would not result in an
increase in capacity or project-related traffic, operation of the proposed project would not exceed existing
operational emissions. In addition the project would replace fixtures and appliances with energy efficient
models, which would likely reduce emissions from existing levels. The proposed project would also not
exceed the localized ambient concentration thresholds established in the SCAQMD Final Localized
Significance Threshold Methodology? (“LST Methodology”) and would not lead to the formation of CO
“hotspots” due to project-related vehicular traffic. Furthermore, the proposed project would not result in
an odor nuisance and would not emit substantial toxic air contaminants that would exceed health-based
standards. Finally, the construction and operation of the proposed project would not result in a
significant contribution to greenhouse gas emissions and global climate change. For these reasons, the
proposed project would result in less-than-significant air quality impacts with respect to the above

significance thresholds.

South Coast Air Quality Management District, CEQA Air Quality Handbook, (1993).
2 South Coast Air Quality Management District, Final Localized Significance Threshold Methodology, (2008).
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1.0 INTRODUCTION

This air quality assessment discusses and evaluates the potential air quality impacts associated with
implementation of the proposed Marina International Hotel Rehabilitation Project (“project” or
“proposed project”) located at 4200 Admiralty Way in Marina del Rey, unincorporated Los Angeles
County, California. The proposed project includes the renovation of the existing hotel exterior and
interior space. Construction activity is anticipated to last 52 weeks. The Marina International Hotel is
situated on Parcel 145, at the intersection of Admiralty Way and Palawan Way. Parcel 145 contains
approximately 2.07 acres of land area and is bordered by Washington Boulevard to the north, Admiralty
Way to the South, a public surface parking lot to the east, and Palawan Way to the west. The existing
hotel property consists of two guestroom buildings, containing 132 guest rooms, and five bungalow
buildings over a single level underground parking structure, adding up to 153,884 square feet of floor

area.

The project is located in the South Coast Air Basin (Basin), which is a geographical region that shares the
same air pollution concerns. The Basin consists of Orange County and the urbanized portions of Los
Angeles, Riverside, and San Bernardino Counties. The South Coast Air Quality Management District
(SCAQMD) is the air pollution control agency for the Basin. This assessment has been prepared in
accordance with the SCAQMD’s California Environmental Quality Act (CEQA) Air Quality Handbook3 and
other guidance provided by the SCAQMD.

The impacts associated with construction and operation of the proposed project are compared to the
thresholds of significance established by the SCAQMD. Thresholds of significance during project
construction are based on mass daily emission thresholds for volatile reactive organic compounds
(VOCs), oxides of nitrogen (NOx), carbon monoxide (CO), sulfur dioxide (SO2), respirable particulate
matter (PMuw), and fine particulate matter (PMzs). Thresholds of significance during project operation are
based on mass daily emission thresholds for the air pollutants described above. In addition, the
SCAQMD has promulgated localized significance thresholds (LSTs) that identify local ambient air
impacts during project construction and operation for nitrogen dioxide (NO2), CO, PMiw, and PMzs. In
addition, the SCAQMD requires an evaluation of the project’s impact on local CO concentrations near
impacted intersections and roadways. Copies of the supporting technical data are found in the

appendices to this report.

3 South Coast Air Quality Management District, CEQA Air Quality Handbook, (1993).

Impact Sciences, Inc. 1 Marina International Hotel Rehabilitation Project
1034.001 August 2009



Air Quality Assessment

The proposed project includes substantial renovation of the hotel’s interior and exterior. As part of the
renovation project, new metal roofing will be installed in some areas and the existing roof would be
restored in other areas. Existing street side balconies on the second and third floors facing Washington
Boulevard and the public surface parking lot would be demolished and replaced with a glass wall. New
balconies would be constructed at different locations, a new outside facade would be constructed, and
windows, lighting, HVAC (heating, ventilation, and air conditioning) systems, furniture, fixtures,

bathrooms, plumbing, and electrical utility systems would be upgraded.

20 METHODOLOGY

The air quality assessment of the proposed project utilized the following model and guidelines as tools to
create the analytical basis for the analysis. The URBEMIS20074 Environmental Management Software
was used to analyze the proposed project emissions during construction. URBEMIS2007 is a program
that calculates air emissions from land use sources and incorporates the California Air Resources Board’s
(CARB) EMFAC2007 model for on-road vehicle emissions and the OFFROAD2007 model for off-road
vehicle emissions. The model also incorporates factors specific to the Basin and the SCAQMD, such as
VOC content in architectural coating and vehicle fleet mixes. During project construction, the model can
analyze emissions that occur during different phases, such as building construction and architectural
coating, concurrently or separately. Since the Marina International Hotel Rehabilitation Project will
maintain the same number of units and project related traffic, while improving and upgrading the

building, the operational emissions and CO concentrations will be analyzed qualitatively.

Site-specific or project-specific data were used in the URBEMIS2007 model where available. The Project
Applicant provided the number and type of construction equipment that would be used during the
different phases of construction as well as the construction schedule. The number of vendor trips (e.g.,
transport of building materials) and worker trips was based on default values provided in the
URBEMIS2007 model. It was assumed that asphalt paving and architectural coating would commence

concurrently during the last month of each building construction (i.e., renovation) phase.

The SCAQMD’s Localized Significance Threshold Methodology (“LST Methodology”) was used to assess
conformity with the established LSTs. The LSTs are based on ambient air pollutant concentrations
determined using dispersion modeling analyses. However, the LST Methodology allows the use of

screening tables, which are applicable to projects with an overall site area of 5 acres or less, to determine

4 Rimpo and Associates, “URBEMIS2007, version 9.2.4,” http://www.urbemis.com.
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if the construction of a project would likely exceed the LSTs. As the overall project area is approximately

2.07 acres, this report uses the screening tables to assess the localized ambient air quality impacts.
3.0 THRESHOLDS OF SIGNIFICANCE
3.1  Regional Thresholds of Significance

The SCAQMD CEQA Air Quality Handbook provides significance thresholds for both construction and
operation of projects within the SCAQMD jurisdictional boundaries. Exceedance of the SCAQMD
thresholds could result in a potentially significant impact. Ultimately, the lead agency determines the
thresholds of significance for impacts. If the project proposes development that would generate emissions
in excess of the established thresholds, as illustrated in Table 1, South Coast Air Quality Management
District Regional Emission Thresholds, a significant air quality impact may occur and additional

analysis is warranted to fully assess the significance of impacts.

Table 1
South Coast Air Quality Management District Regional Emission Thresholds

Pollutant (pounds per day)

Phase VOC NOx CcOo SOx PMuo PM:s
Construction 75 100 550 150 150 55
Operational 55 55 550 150 150 55

Source: South Coast Air Quality Management District, Air Quality Significance Thresholds, (2006).

3.2  Localized Significance Thresholds

In addition to the above-listed emission-based thresholds, the SCAQMD also recommends that the
potential impacts on localized ambient air concentrations due to construction emissions be evaluated.
This LST evaluation requires that anticipated ambient air concentrations, determined using a computer-
based air quality dispersion model, be compared to localized significance thresholds for PMio, PMzs, NO,
and CO. The significance threshold for PMi, which is 10.4 micrograms per cubic meter (ug/m?),
represents compliance with Rule 403 (Fugitive Dust), while the thresholds for NOz and CO represent the
allowable increase in concentrations above background levels in the vicinity of the project that would not
cause or contribute to an exceedance of the relevant ambient air quality standards. The significance

threshold for PMzs, which is also 10.4 pg/m3, is intended to constrain emissions to aid in progress toward

5 South Coast Air Quality Management District, Final Localized Significance Threshold Methodology, (2008).
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attainment of the ambient air quality standards. The SCAQMD’s LST Methodology includes lookup
tables that can be used for projects less than 5 acres in size to determine the maximum allowable daily
emissions that would satisfy the LSTs (i.e.,, not cause an exceedance of the applicable concentration
limits). The allowable emission rates depend on (a) the Source Receptor Area (SRA) in which the project
is located, (b) the size of the project site, and (c) the distance between the project site and the nearest
sensitive receptor (e.g., residences, schools, hospitals). The project site is located in Marina del Rey,
which is in SCAQMD SRA 2 (Northwest Los Angeles County Coastal). The project site is approximately
5.0 acres, and the distance to the nearest sensitive receptors is just over 25 meters to the west of the site.
Based on these factors, the LST for each pollutant is shown in Table 2, Localized Significance

Thresholds for SRA 2.

Table 2
Localized Significance Thresholds for SRA 2

Threshold
Pollutant (Pounds/day)

Respirable Particulate Matter (PMio) — Construction 6.16
Fine Particulate Matter (PM2s5) — Construction 4.05
Respirable Particulate Matter (PMio) — Operation 2.02
Fine Particulate Matter (PM25) — Operation 1.02
Nitrogen Dioxide (NO2) — Construction/Operation 165.91
Carbon Monoxide (CO) — Construction/Operation 831.19

Source: SCAQMD, Final Localized Significance Threshold Methodology, (2008).
Note: LST thresholds are based on the project size of 2.07 acres and the distance of 25 meters to the nearest
sensitive receptor in SRA 2.

3.3  Operational CO “Hotpots” Thresholds of Significance

The significance of project impacts depends on whether existing ambient CO levels in the vicinity of the
project are above or below state and federal CO standards. If the ambient CO levels are less than these
standards and operation of the proposed project causes an exceedance of either the state 1-hour or 8-hour
CO concentrations, the project would be considered to have a significant local impact. If ambient levels
already exceed a state or federal standard, then project emissions would be considered significant if they
cause an increase in the 1-hour CO concentrations by 1.0 parts per million (ppm) or more or 8-hour CO

concentrations by 0.45 ppm or more.

Impact Sciences, Inc. 4 Marina International Hotel Rehabilitation Project
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4.0 AIR QUALITY IMPACT ANALYSIS
41  Construction Impacts Analysis

Construction emissions are generated from projects as a result of operation of mobile equipment and
motor vehicles, disturbance of soil, and application of architectural coatings and asphalt paving. As
indicated in Table 1, the SCAQMD has established construction thresholds of significance for VOC, NOx,
CO, SOx, PMio, and PMzs. The proposed project would be developed over a period of approximately 52
weeks, beginning in June 2010 and ending in June 2011. The project would be developed over five phases

as described below:

Phase 1: Starts in June 2010 and ends 12 weeks later in August 2010. This phase includes the renovation of
the 56 hotel rooms in Building A and the restaurant shell, and the demolition of the side balconies of

Building A.

Phase 2: Starts in September 2010 and ends 12 weeks later in November 2010. This phase includes the
renovation of the 52 hotel rooms in Building B and the pool and spa area. It also includes the demolition

of the side balconies of Building B.

Phase 3: Starts in December 2010 and ends 10 weeks later in February 2011. This phase includes the

renovation of Buildings C, F and G (which has 17 hotel rooms), as well as the Main Courtyard.

Phase 4: Starts in February 2011 and ends 8 weeks later in April 2011. This phase includes the renovation
of Buildings D, E, and the fitness center.

Phase 5: Starts in April 2011 and ends 10 weeks later in June 2011. This phase includes the renovation of
the lobby and public space in Building A. This phase also includes the demolition of the existing Porte-

cochere located in Building A.

The number and types of equipment assumed to be operating during the various construction phases are
presented in Table 3, Construction Equipment List. The equipment list and hours of operation were
provided by the Project Applicant and/or the Project Contractor. Because of the differences in each phase,

an URBEMIS2007 model run was conducted for each of the five construction phases.

Table 3
Construction Equipment List

Construction Phase  Construction Equipment Quantity Operating Hours per Day
Phases 1-5 Aerial Lift 1 8

Impact Sciences, Inc. 5 Marina International Hotel Rehabilitation Project
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Construction Phase  Construction Equipment Quantity Operating Hours per Day

Forklift 1 3
Tractor/Loader/Backhoe 1 8
Concrete/Industrial Saw 1 8
Cranes 1 4
Pumps 1 6

Source: Project Applicant and/or Project Contractor; URBEMIS2007.

Based on the above information, Table 4, Unmitigated Project Construction Emissions, presents the
estimated maximum daily emissions associated with the five phases of the proposed project. Because the
data relies largely on CARB default emission factors and SCAQMD default model parameters contained
in the URBEMIS2007 model, the estimated emissions represent a reasonably conservative estimate of the

construction impacts associated with the project.

Table 4
Unmitigated Project Construction Emissions

Maximum Emissions in Pounds per Day

Construction Phase VOC NOx (¢[0) SO: PMio PM:zs
Phase 1 38.25 25.21 18.57 0.01 1.95 1.77
Phase 2 31.74 24.66 17.71 0.01 1.92 1.75
Phase 3 18.30 23.46 16.35 0.00 1.82 1.67
Phase 4 7.97 22.95 15.34 0.00 1.80 1.64
Phase 5 16.14 22.86 15.85 0.00 1.80 1.64
Maximum pounds per day: 38.25 25.21 18.57 0.01 1.95 1.77
SCAQMD Threshold: 75 100 550 150 150 55
Exceeds Threshold? NO NO NO NO NO NO

Source: Impact Sciences, Inc., (2009). Emissions calculations are provided in Appendix A.
Note: Totals in the table may not appear to add exactly due to rounding in the computer model calculations.

As shown in Table 4, air pollutant emissions generated during construction of the proposed project are
expected to be less than the SCAQMD established regional construction significance thresholds. As a
result, construction emissions are considered less than significant. Detailed URBEMIS2007 model outputs

for the construction emissions are provided in Appendix A.

4.2  Operational Impacts Analysis

Operational emissions would be generated by both stationary and mobile sources as a result of normal

day-to-day activities on the project site after occupation. Stationary emissions would be generated by the

Impact Sciences, Inc. 6 Marina International Hotel Rehabilitation Project
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consumption of natural gas for space and water heating devices (including residential and commercial
use water heater and boilers). Mobile emissions would be generated by the motor vehicles traveling to,

from, and within the project site.

The proposed project would not result in an increase in project related traffic and hotel units. Therefore,
the proposed project would not result in an increase in existing operational emissions. The average daily
trips associated with the project would remain the same as the existing average daily trips. In addition,
the proposed project would upgrade the lighting and appliances to more energy efficient models, which
would likely result in a reduction in operational emissions. Hence, the net operational emissions
associated with the complete buildout and operation of the proposed project would not exceed the
established SCAQMD operational emissions thresholds. Therefore, operational emissions are considered

less than significant.

4.3  Localized Significance Thresholds Analysis

As indicated in Subsection 3.2 above, the SCAQMD recommends that the potential localized impacts be
evaluated on the ambient air concentrations due to on-site construction emissions of NOx, CO, PMo, and
PMzs. The SCAQMD LST Methodology includes screening tables that can be used to determine the
maximum allowable daily emissions that would satisfy the LSTs (i.e., not cause an exceedance of the
applicable concentration limits). The allowable emission rates depend on (a) the Source Receptor Area
(SRA) in which the project is located, (b) the size of the project site, and (c) the distance between the

project site and the nearest sensitive receptor (e.g., residences, schools, hospitals).

The LSTs for the proposed project are shown in Table 5, Localized Significance Thresholds Analysis for
Construction, and are compared with the maximum daily on-site construction emissions. The maximum
on-site emissions for NOx, CO, PMio, and PM25 were associated with Phase 1. As the construction site is
approximately 2.07 acres, the LST daily construction emission thresholds shown below were linearly
interpolated from a 2-acre and 5-acre site by using the LST screening tables. During construction, the
Marina International Hotel will remain open for business. Therefore, the nearest sensitive receptors
would be located within the project site. According to the LST Methodology, “projects with boundaries
located closer than 25 meters to the nearest receptor should use the LSTs for receptors located at 25
meters.”® Therefore, the LST daily construction emission-based thresholds are based on a 25-meter

distance as per the SCAQMD LST Methodology.

6 Ibid., 3-3.
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As indicated in Table 5, on site construction emissions of PM1o, PM2s5, NOx, and CO from development of
the proposed project are not expected to exceed the SCAQMD LST thresholds for nearby receptors. As a

result, localized impacts due to construction emissions are considered less than significant.

Table 5
Localized Significance Thresholds Analysis for Construction

Maximum
On-Site Emissions LST Thresholds! Exceeds
Pollutant (Pounds per day) (Pounds per day) LST?
Respirable Particulate Matter (PMio) — Construction 1.85 6.16 NO
Fine Particulate Matter (PM25) — Construction 1.69 4.05 NO
Respirable Particulate Matter (PMio) — Operation? 0.00 2.02 NO
Fine Particulate Matter (PM2s5) — Operation? 0.00 1.02 NO
Nitrogen Dioxide (NO2) — Construction/Operation? 23.66 / 0.00 165.91 NO
Carbon Monoxide (CO) — Construction/Operation? 13.19/0.00 831.19 NO

Source: Impact Sciences, Inc., (2009).
T South Coast Air Quality Management District, Final Localized Significance Threshold Methodology, (2008).
2 Net zero operational emissions.

44  Operational CO “Hotspots” Analysis

The proposed Marina International Hotel Rehabilitation Project is not expected to cause an increase in the
existing population, and would therefore not result in a change in project-related traffic near the vicinity
of the project site. For this reason, the operation of the proposed project would not cause CO “hotspots”

and would not have a significant impact on air quality.
4.5  Toxic Air Contaminants

The commercial land uses associated with the proposed project are not anticipated to emit toxic air
contaminants (TACs) in appreciable quantities. The SCAQMD has established thresholds for TACs.
Emissions of TACs would be significant if sensitive receptors would be exposed to a carcinogenic risk
that exceeds 10 in 1 million or a noncancer Hazard Index greater than 1.0. Sources of TACs from hotel
land uses may include household solvents and cleaners and motor vehicle emissions. However, hotels do
not typically generate TAC emissions in quantities that would exceed the SCAQMD thresholds.

Accordingly, no significant impacts with respect to the criteria listed above are expected to occur.

Impact Sciences, Inc. 8 Marina International Hotel Rehabilitation Project
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4.6 Odor

The commercial land uses associated with the proposed project are not expected to be a source of
persistent odors. Construction of the project is temporary and is not expected to cause an odor nuisance.
Refuse associated with operation of the proposed project will continue to be disposed of in accordance
with all applicable regulations. Additionally, the adjacent land uses are such that the project residents
would not be subjected to substantial sources of objectionable odors from any surrounding land uses.

Consequently, no significant impacts from odors are anticipated.

5.0 GLOBAL CLIMATE CHANGE

Global climate change refers to any significant change in climate measurements, such as temperature,
precipitation, or wind, lasting for an extended period (i.e., decades or longer).” Climate change may

result from:

¢ Natural factors, such as changes in the sun’s intensity or slow changes in the Earth’s orbit around the
sun;

e Natural processes within the climate system (e.g., changes in ocean circulation, reduction in sunlight
from the addition of GHG and other gases to the atmosphere from volcanic eruptions); and

e Human activities that change the atmosphere’s composition (e.g., through burning fossil fuels) and
the land surface (e.g., deforestation, reforestation, urbanization, desertification).

The natural process through which heat is retained in the troposphere8 is called the “greenhouse effect.”
The greenhouse effect traps heat in the troposphere through a three-fold process as follows: (1) short-
wave radiation in the form of visible light emitted by the Sun is absorbed by the Earth as heat; (2) long-
wave radiation re-emitted by the Earth; and (3) GHGs in the upper atmosphere absorbing or trapping the
long-wave radiation and re-emitting it back towards the Earth and into space. This third process is the

focus of current climate change actions.

While water vapor and CO: are the most abundant GHGs, other trace GHGs have a greater ability to
absorb and re-radiate long-wave radiation. To gauge the potency of GHGs, scientists have established a
Global Warming Potential for each GHG based on its ability to absorb and re-emit long-wave radiation

over a specific time period. The Global Warming Potential of a gas is determined using CO: as the

7 United States Environmental Protection Agency, “Glossary of Climate Change Terms,” http://www.epa.gov
/climatechange/glossary.html#Climate_change. 2008.

8  The troposphere is the bottom layer of the atmosphere, which varies in height from the Earth’s surface to 10 to
12 kilometers).
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reference gas with a Global Warming Potential of 1 over 100 years. For example, a gas with a Global
Warming Potential of 10 is 10 times more potent than CO:z over 100 years. The use of Global Warming
Potential allows GHG emissions to be reported using COz as a baseline. The sum of each GHG multiplied
by its associated Global Warming Potential is referred to as carbon dioxide equivalents (COze). This
essentially means that 1 metric ton of a GHG with a Global Warming Potential of 10 has the same climate

change impacts as 10 metric tons of CO..

The primary effect of global climate change has been a rise in the average global tropospheric
temperature of 0.2° Celsius per decade, determined from meteorological measurements world-wide
between 1990 and 2005.2 Climate change modeling using 2000 emission rates shows that further warming
is likely to occur, which would induce further changes in the global climate system during the current

century.10 Changes to the global climate system and ecosystems and to California could include:
Yy g g Y Y

e Declining sea ice and mountain snowpack levels, thereby increasing sea levels and sea surface
evaporation rates with a corresponding increase in tropospheric water vapor due to the atmosphere’s

ability to hold more water vapor at higher temperatures;11

e Rising average global sea levels primarily due to thermal expansion and the melting of glaciers, ice

caps, and the Greenland and Antarctic ice sheets;12

e Changing weather patterns, including changes to precipitation, ocean salinity, and wind patterns,
and more energetic aspects of extreme weather including droughts, heavy precipitation, heat waves,

extreme cold, and the intensity of tropical cyclones;!3

¢ Declining Sierra snowpack levels, which account for approximately half of the surface water storage

in California, by 70 percent to as much as 90 percent over the next 100 years;14

e Increasing the number of days conducive to ozone formation by 25 to 85 percent (depending on the
future temperature scenario) in high ozone areas located in the Southern California area and the San

Joaquin Valley by the end of the 21st century;1°

Intergovernmental Panel on Climate Change, “Climate Change 2007: The Physical Science Basis, Summary for
Policymakers,” http://ipcc-wgl.ucar.edu/wgl/docs/WG1AR4_SPM_PlenaryApproved.pdf. 2007.

10 1bid.

1 Ibid.

12 Ibid.

13 Ibid.

14 California Environmental Protection Agency, Climate Action Team, Climate Action Team Report to Governor
Schwarzenegger and the Legislature, (2006).

15 mid.
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Increasing the potential for erosion of California’s coastlines and sea water intrusion into the

Sacramento and San Joaquin Delta and associated levee systems due to the rise in sea level;1

Increasing pest infestation making California more susceptible to forest fires; 17 and

Increasing the demand for electricity by 1 to 3 percent by 2020 due to rising temperatures resulting in

hundreds of millions of dollars in extra expenditures. 18

Greenhouse Gases

State law defines GHGs to include the following compounds:1?

Carbon Dioxide (COz). COz is primarily generated from fossil fuel combustion from stationary and
mobile sources. CO: is the most widely emitted GHG and is the reference gas (Global Warming
Potential of 1) for determining the Global Warming Potentials of other GHGs.

Methane (CH4). Methane is emitted from biogenic sources (i.e., resulting from the activity of living
organisms), incomplete combustion in forest fires, landfills, manure management, and leaks in
natural gas pipelines. The Global Warming Potential of methane is 21.

Nitrous Oxide (N20). Is produced by human-related sources including agricultural soil management,
animal manure management, sewage treatment, mobile and stationary combustion of fossil fuel,
adipic acid production, and nitric acid production. The Global Warming Potential of nitrous oxide is
310.

Hydrofluorocarbons (HFCs). HFCs typically are used as refrigerants in both stationary refrigeration and
mobile air conditioning. The use of HFCs for cooling and foam-blowing is growing particularly as the
continued phase-out of chlorofluorocarbons (CFCs) and hydrochlorofluorocarbons (HCFCs) gains
momentum. The Global Warming Potential of HFCs ranges from 140 for HFC-152a to 6,300 for HFC-
236fa.

Perfluorocarbons (PFCs). Perfluorocarbons are compounds consisting of carbon and fluorine. They are
primarily created as a byproduct of aluminum production and semiconductor manufacturing.
Perfluorocarbons are potent GHGs with a Global Warming Potential several thousand times that of
carbon dioxide, depending on the specific PFC. Another area of concern regarding PFCs is their long

16 Ibid.

17" 1bid.

18 1bid.

19 All Global Warming Potentials are given as 100-year values. Unless noted otherwise, all Global Warming
Potentials were obtained from the Intergovernmental Panel on Climate Change. Climate Change 1995: The Science
of Climate Change — Contribution of Working Group I to the Second Assessment Report of the Intergovernmental Panel on
Climate Change. Cambridge (UK): Cambridge University Press, 1996.
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atmospheric lifetime (up to 50,000 years).20 The Global Warming Potentials of PFCs range from 5,700
to 11,900.

o Sulfur Hexafluoride (SFs). Sulfur hexafluoride is a colorless, odorless, nontoxic, nonflammable gas. It is
most commonly used as an electrical insulator in high voltage equipment that transmits and
distributes electricity. Sulfur hexafluoride is the most potent GHG that has been evaluated by the
Intergovernmental Panel on Climate Change with a Global Warming Potential of 23,900. However, its
global warming contribution is not as high as the Global Warming Potential would indicate due to its
low mixing ratio, as compared to carbon dioxide (4 parts per trillion [ppt] in 1990 versus 365 parts per

million [ppm] of CO).21
5.2  State of California Greenhouse Gas Inventory

Based upon the 2004 GHG inventory data (i.e., the latest year for which data are available) compiled by
CARB for the California 1990 greenhouse gas emissions inventory, California emitted 484 MMTCOze
including emissions resulting from imported electrical power in 200422 Based on the CARB inventory
and GHG inventories for countries contributing to the worldwide GHG emissions inventory compiled by
the World Resources Institute for 2005, California’s total GHG emissions rank second in the United States

(Texas is number one) with emissions of 423 MMTCOze excluding emissions related to imported power.23

A California Energy Commission emissions inventory report placed CO: produced by fossil fuel
combustion in California as the largest source of California’s GHG emissions in 2004, accounting for 80
percent of the total GHG emissions.24 Emissions of CO: from other sources contributed 3.1 percent of the
total GHG emissions; methane emissions 6.4 percent; nitrous oxide emissions 7.6 percent; and the
remaining 3.2 percent was composed of emissions of high-Global Warming Potential gases.2> These high
Global Warming Potential gases are largely composed of refrigerants, with small contributions of SFs

used in connection with insulating materials for electricity transmission and distribution.

20 Energy Information Administration, “Other Gases: Hydrofluorocarbons, Perfluorocarbons, and Sulfur
Hexafluoride,” http://www.eia.doe.gov/oiaf/1605/gg00rpt/other_gases.html. n.d.

21 United States Environmental Protection Agency, “High GWP Gases and Climate Change,” http://www epa gov
/highgwp/scientific.html#sf6. n.d.

22

California Air Resources Board, California 1990 Greenhouse Gas Emissions Level and 2020 Emissions Limit, (2007).

23 United Nations Framework Convention on Climate Change, “Annex I Parties — GHG total without LULUCE,”
http://unfccc.int/ghg_emissions_data/ghg_data_from_unfccc/time_series_annex_i/ items/3841.php.

24 California Energy Commission, “Revisions to the 1990-2004 Greenhouse Gas Emissions Inventory Report,

Published in December 2006,” http://www.energy.ca.gov/2006publications/CEC-600-2006-013/2007-01-
23_GHG_INVENTORY_REVISIONS.PDE. 2007.

25 Ibid.
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The primary contributors to GHG emissions in California are transportation, electric power production
from both in-state and out-of-state sources, industry, agriculture and forestry, and other sources, which
include commercial and residential activities. Table 6, GHG Emissions in California, provides a
summary of GHG emissions reported in California in 1990 and 2004 separated by categories defined by

the Intergovernmental Panel on Climate Change.

Table 6
GHG Emissions in California

1990 Percent of 2004 Percent of
Source Category (MMTCO:ze) Total (MMTCOze) Total
ENERGY 386.41 89.2% 420.91 86.9%
Energy Industries 157.33 36.3% 166.43 34.4%
Manufacturing Industries & Construction 24.24 5.6% 19.45 4.0%
Transport 150.02 34.6% 181.95 37.6%
Other (Residential/Commercial/Institutional) 48.19 11.1% 46.29 9.6%
Non-Specified 1.38 0.3% 2.16 0.4%
Fugitive Emissions from Oil & Natural Gas 2.94 0.7% 2.54 0.5%
Fugitive Emissions from Other Energy Production 2.31 0.5% 2.07 0.4%
INDUSTRIAL PROCESSES & PRODUCT USE 18.34 4.2% 30.78 6.4%
Mineral Industry 4.85 1.1% 5.90 1.2%
Chemical Industry 2.34 0.5% 1.32 0.3%
Non-Energy Products from Fuels & Solvent Use 2.29 0.5% 1.37 0.3%
Electronics Industry 0.59 0.1% 0.88 0.2%
Substitutes for Ozone Depleting Substances 0.04 0.0% 13.97 2.9%
Other Product Manufacture and Use 3.18 0.7% 1.60 0.3%
Other 5.05 1.2% 5.74 1.2%
AGRICULTURE, FORESTRY, & OTHER LAND USE 19.11 4.4% 23.28 4.8%
Livestock 11.67 2.7% 13.92 2.9%
Land 0.19 0.0% 0.19 0.0%
Aggregate Sources & Non-CO: Sources on Land 7.26 1.7% 9.17 1.9%
WASTE 9.42 2.2% 9.44 1.9%
Solid Waste Disposal 6.26 1.4% 5.62 1.2%
Wastewater Treatment & Discharge 3.17 0.7% 3.82 0.8%
EMISSIONS SUMMARY
Gross California Emissions 433.29 484.40
Sinks from Forests and Rangelands -6.69 -4.66
Net California Emissions 426.60 479.74

Source: California Air Resources Board, California Greenhouse Gas Inventory by IPCC Category, (2007).
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Between 1990 and 2004, the population of California grew by approximately 6.5 million (from 29.8 to 36.3
million).2627 This represents an increase of 22 percent from 1990 population levels. In addition the
California economy, measured as gross state product, grew from $788 billon in 1990 to $1.1 trillion in
2000 representing an increase of approximately 40 percent—the largest gross state product growth in the
United States during this period. Despite the population and economic growth, California’s net GHG
emissions only grew by 12.5 percent. The California Energy Commission attributes the slow rate of
growth to the success of California’s renewable energy programs and its commitment to clean air and

clean energy.28

5.3  AB 32: The Global Warming Solutions Act of 2006

In June 2005, Governor Schwarzenegger established California’s GHG emissions reduction targets in
Executive Order S-3-05. The Executive Order established the following goals: GHG emissions should be
reduced to 2000 levels by 2010, 1990 levels by 2020, and 80 percent below 1990 levels by 2050. The
Secretary of the California Environmental Protection Agency (CalEPA) is required to coordinate efforts of

various agencies in order to collectively and efficiently reduce GHGs.

In furtherance of the goals established in Executive Order 5-3-05, the Legislature enacted Assembly Bill 32
(AB 32, Nufiez and Pavley), the California Global Warming Solutions Act of 2006, which Governor
Schwarzenegger signed on September 27, 2006. AB 32 represents the first enforceable statewide program

to limit GHG emissions from all major industries with penalties for noncompliance.

AB 32 requires CARB to adopt a scoping plan indicating how reductions in significant GHG sources will
be achieved through regulations, market mechanisms, and other actions. CARB released the Climate
Change Proposed Scoping Plan in October 2008, which contains an outline of the proposed State strategies
to achieve the 2020 greenhouse gas emission limits. The CARB Governing Board approved the Climate
Change Scoping Plan on December 11, 2008. Key elements of the Scoping Plan include the following

recommendations:

¢ Expanding and strengthening existing energy efficiency programs as well as building and appliance
standards;

e Achieving a statewide renewable energy mix of 33 percent;

26
27

U.S. Census Bureau, “Data Finders,” http://www.census.gov/. 2009.

California Department of Finance, “E-5 City / County Population and Housing Estimates, 2008, Revised 2001-
2007, with 2000 Benchmark,” http://www.dof.ca.gov/research/demographic/reports/estimates/e-5_2001-06/. 2008.

28 California Energy Commission, Inventory of California Greenhouse Gas Emissions and Sinks 1990 to 2004, (2006).
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e Developing a California cap-and-trade program that links with other Western Climate Initiative
partner programs to create a regional market system;

e Establishing targets for transportation-related greenhouse gas emissions for regions throughout
California and pursuing policies and incentives to achieve those targets;

e Adopting and implementing measures pursuant to existing State laws and policies, including
California’s clean car standards, goods movement measures, and the Low Carbon Fuel Standard; and

e Creating targeted fees, including a public goods charge on water use, fees on high global warming
potential gases, and a fee to fund the administrative costs of the State’s long-term commitment to AB
32 implementation.

Under the Scoping Plan, approximately 85 percent of the State’s emissions are subject to a cap-and-trade
program where covered sectors are placed under a declining emissions cap. The emissions cap
incorporates a margin of safety whereby the 2020 emissions limit will still be achieved even in the event
that uncapped sectors do not fully meet their anticipated emission reductions. Emissions reductions will
be achieved through regulatory requirements and the option to reduce emissions further or purchase
allowances to cover compliance obligations. It is expected that emission reduction from this cap-and-

trade program will account for a large portion of the reductions required by AB 32.

54 CEQA Guidelines on Greenhouse Gas Emissions

In August 2007 the legislature enacted SB 97 (Dutton), which directs the Governor’s Office of Planning
and Research (OPR) to develop guidelines under CEQA for the mitigation of greenhouse gas emissions

by July 1, 2009. The Resources Agency is directed to adopt the guidelines by January 1, 2010.

On June 19, 2008, OPR issued a technical advisory as interim guidance regarding the analysis of GHG
emissions in CEQA documents.2? The advisory indicated that a project's GHG emissions, including those
associated with vehicular traffic, energy consumption, water usage, and construction activities, should be
identified and estimated. The advisory further recommended that the lead agency determine significance
of the impacts and impose all mitigation measures that are necessary to reduce GHG emissions to a less
than significant level. The advisory did not recommend a specific threshold of significance. Instead, OPR

requested that CARB recommend a method for setting thresholds that lead agencies may adopt.30

OPR issued its Preliminary Draft CEQA Guideline Amendments for Greenhouse Gas Emissions on January 8,
2009 (“Draft OPR Guidelines”). The Draft OPR Guidelines do not identify thresholds of significance nor

do they prescribe assessment methodologies or specific mitigation measures. Rather, the Draft OPR

29 Governor’s Office of Planning and Research, Technical Advisory — CEQA and Climate Change: Addressing Climate
Change through California Environmental Quality Act (CEQA) Review, (2008).

30 1bid.,, 4.
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Guidelines are consistent with the existing CEQA framework allowing lead agencies discretion in making
determinations based on substantial evidence. OPR reiterated that it has requested that CARB

recommend a statewide method for setting thresholds of significance.

On October 24, 2008, CARB staff released its Recommended Approaches for Setting Interim Significance
Thresholds for Greenhouse Gases under the California Environmental Quality Act, which is a preliminary staff
draft proposal for determining whether the emissions related to proposed new projects are significant
impacts under CEQA. While the proposal is focused on helping lead agencies determine under which
conditions a project may be found exempt from the preparation of an EIR, the proposal also provides a
guide for establishing significance thresholds for projects for which EIRs would be prepared regardless of
the project’s climate change impact. According to this proposal, the threshold for determining whether a
project's emissions are significant is a stringent performance-based threshold to meet the requirements of
AB 32.If the project meets certain specific yet to be developed performance standards for several
categories of emissions, including construction emissions, building energy use, water use, solid waste,
and transportation and the project emits no more than a certain to be determined amount of metric tons
of carbon equivalents per year, the project's impact would not be significant. According to CARB,
California Energy Commission Tier II building energy use standards are proposed to be used, which
generally require a reduction in energy usage of 30 per cent beyond Title 24 building code requirements.
CARB has also proposed a 7,000 metric ton carbon dioxide equivalent (MTCQO:ze) threshold for industrial
projects, but has not yet proposed thresholds for residential and commercial projects. The annual
threshold does not include emissions associated with construction- and transportation- related

activities.31

In April 2008, the SCAQMD, in order to provide guidance to local lead agencies on determining the
significance of GHG emissions identified in CEQA documents, convened a GHG CEQA Significance
Threshold Working Group. The goal of the working group is to develop and reach consensus on an
acceptable CEQA significance threshold for GHG emissions that may be utilized at the discretion of lead
agencies. The SCAQMD will periodically review and revise the threshold in consideration of any adopted
statewide guidance or other information. In October 2008, the Working Group released a draft guidance
document, Interim CEQA Greenhouse Gas (GHG) Significance Threshold, which uses a tiered approach
to determine a project’s significance. It is similar, but not identical, to CARB’s proposal such that projects
meeting as yet to be determined performance standards and screening levels result in a less than

significant impact. For industrial projects, the SCAQMD has proposed a screening level of 10,000

31 California Air Resources Board, Preliminary Staff Draft Proposal: Recommended Approaches for Setting Interim
Significance Thresholds for Greenhouse Gases under the California Environmental Quality Act, (2008) 7.
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MTCQOze per year for industrial projects and 3,000 MTCOze per year for residential and commercial
projects. The SCAQMD includes construction and transportation emissions in their numerical thresholds.
In December 2008, the SCAQMD adopted the GHG significance threshold for industrial projects where
the SCAQMD is the lead agency. The SCAQMD has not adopted a threshold for residential and
commercial projects. Final adopted thresholds may be substantially different than the proposed

thresholds noted above.

5.5 Greenhouse Gas Emissions

The estimated GHG emissions associated with construction of the proposed project are provided in
Table 7, Construction GHG Emissions, below. The project is not expected to result in an increase in
GHG emissions during project operation. As noted earlier, the project would not result in an increase in
population and apartment units. The average daily trips associated with the project would remain the
same as the existing average daily trips. In addition, the proposed project would upgrade the appliances
to more energy efficient models, which would likely result in a reduction in operational GHG emissions.
Hence, the operational GHG emissions associated with the complete buildout and operation of the

proposed project would not likely result in a net zero increase or a slight reduction in GHG emissions.

Table 7
Estimated Construction GHG Emissions

GHG Emissions
Construction Phase (MTCO:ze/Year)
Phase 1 44.36
Phase 2 31.13
Phase 3 35.48
Phase 4 26.43
Phase 5 29.66
Total 167.06
Amortized Construction 5.57

Source: Impact Sciences, Inc. (2009). Emissions calculations are provided in Appendix B.

The SCAQMD recommends that construction GHG emissions be amortized over the project lifetime in
order to include construction GHG emissions as part of the operational strategy to reduce GHG
emissions. The SCAQMD defines a project lifetime as 30 years. Compared to the 484 MMTCO:ze
California emitted in 2004, the project’s amortized construction emissions contribute approximately

0.000001 percent of the annual GHG emissions produced in California. Furthermore, the proposed project
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would upgrade the existing appliances with energy efficient models, which would reduce existing GHG
emissions from the Marina International Hotel. Therefore, because the project would result in amortized
emissions that are well below any proposed thresholds and because the project would incorporate
measures that would reduce GHG emissions from existing conditions, the proposed Marina International

Hotel Rehabilitation Project would not have a significant impact on global climate change.
6.0 CONCLUSION

The air quality assessment for the proposed Marina International Hotel Rehabilitation Project, located at
4200 Admiralty Way in Marina del Rey, unincorporated Los Angeles County, California, was prepared in
accordance with the SCAQMD’s CEQA Air Quality Handbook and other data provided by the SCAQMD.
Emissions from construction of the proposed project will not exceed the emissions thresholds for the
pollutants analyzed above. Operational emissions will not exceed existing emissions. In addition,
emissions from the proposed project will not exceed the localized ambient concentration thresholds
established in the SCAQMD’s LST Methodology. Furthermore, the proposed project will not lead to the
formation of CO hotspots due to project-related vehicular traffic. Also, the proposed project would not
produce odor nuisance and toxic air contaminants. Finally, the construction and operation of the
proposed project would not contribute to global climate change. For these reasons, the proposed project

will have less than significant air quality impacts with respect to the above significance thresholds.
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APPENDIX B

Greenhouse Gas Emissions



Marina International Hotel Rehabilitation Project
Evaluation of Global Climate Change Impacts

Table GHG-1
Construction GHG Emission Factors
Equipment CO, Emission CH, Emission N,O Emission CO, to CO,E Ratio
Type Factor® Factor™® Factor®® (GWP CH, = 21)
(kg/gal) (kg/gal) (kg/gal) (GWP N,O = 310)
Off-Road 10.15 0.00058 0.00026 0.991
On-Road 10.15 0.000031 0.000029 0.999
Vendor 10.15 0.000031 0.000029 0.999
Autos’ n/a n/a n/a 0.950
Sources:
1. California Climate Action Registry, General Reporting Protocol: Reporting Entity-Wide Greenhouse Gas Emissions Version 3.1,
(2009) 96.
2. California Climate Action Registry, General Reporting Protocol: Reporting Entity-Wide Greenhouse as Emissions Version 3.1,
(2009) 98-100.
3. California Energy Commission, Diesel Use in California, Remarks by Commissioner James D. Boyd, (2002). It was assumed that
heavy duty on-road trucks have a fuel economy of 6 miles per gallon based on this data source.
4. US Environmental Protection Agency, Office of Transportation and Air Quality, Emission Facts - Greenhouse Gas Emissions from a

Typical Passenger Vehicle (EPA420-F-05-004), (2005) 4. Passenger vehicle CO, emissions are assumed to be 95% of GHG
emissions on a CO, equivalent basis.




Marina International Hotel Rehabilitation Project
Evaluation of Global Climate Change Impacts

Table GHG-2
Construction GHG Emissions

Construction Equipment Annual CO, Annual CO, CO, to CO.e Annual CO,e
Phase Type Emissions® Emissions Ratio Emissions

(Tons CO,lyr) (MT CO,lyr) (MT CO.elyr)
Phase 1 Off-Road 35.24 31.97 0.991 32.26
Phase 1 On-Road 0.52 0.47 0.999 0.47
Phase 1 Vendor 2.22 2.01 0.999 2.02
Phase 1 Worker/Autos 10.06 9.13 0.950 9.61
Total Phase 1 48.04 43.58 44.36
Phase 2 Off-Road 26.02 23.60 0.991 23.82
Phase 2 On-Road 0.35 0.32 0.999 0.32
Phase 2 Vendor 1.26 1.14 0.999 1.14
Phase 2 Worker/Autos 6.12 5.55 0.950 5.84
Total Phase 2 33.75 30.62 31.13
Phase 3 Off-Road 33.45 30.35 0.991 30.62
Phase 3 On-Road 0.14 0.13 0.999 0.13
Phase 3 Vendor 0.89 0.81 0.999 0.81
Phase 3 Worker/Autos 4.11 3.73 0.950 3.92
Total Phase 3 38.59 35.01 35.48
Phase 4 Off-Road 27.07 24.56 0.991 24,78
Phase 4 On-Road 0.04 0.04 0.999 0.04
Phase 4 Vendor 0.22 0.20 0.999 0.20
Phase 4 Worker/Autos 1.48 1.34 0.950 1.41
Total Phase 4 28.81 26.14 26.43
Phase 5 Off-Road 28.32 25.69 0.991 25.93
Phase 5 On-Road 0.11 0.10 0.999 0.10
Phase 5 Vendor 0.64 0.58 0.999 0.58
Phase 5 Worker/Autos 3.20 2.90 0.950 3.06
Total Phase 5 32.27 29.27 29.66
Total [ [ 181.46 | 164.62 167.06
Amortized over Project Lifetime (assumed 30 years, per SCAQMD guidance) 5.57

Sources:

1. Estimated CO, emissions from URBEMIS2007.

Where:
CH, Methane GWP Global warming potential
CO, Carbon dioxide kg Kilograms
CO,e Carbon dioxide equivalent MT Metric ton
gal Gallons N,O Nitrous oxide

yr Year
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Marina International Hotel Rehabilitation Project
Evaluation of Global Climate Change Impacts

Table GHG-1
Construction GHG Emission Factors
Equipment CO, Emission CH, Emission N,O Emission CO, to CO,E Ratio
Type Factor® Factor™® Factor®® (GWP CH, = 21)
(kg/gal) (kg/gal) (kg/gal) (GWP N,O = 310)
Off-Road 10.15 0.00058 0.00026 0.991
On-Road 10.15 0.000031 0.000029 0.999
Vendor 10.15 0.000031 0.000029 0.999
Autos’ n/a n/a n/a 0.950
Sources:
1. California Climate Action Registry, General Reporting Protocol: Reporting Entity-Wide Greenhouse Gas Emissions Version 3.1,
(2009) 96.
2. California Climate Action Registry, General Reporting Protocol: Reporting Entity-Wide Greenhouse as Emissions Version 3.1,
(2009) 98-100.
3. California Energy Commission, Diesel Use in California, Remarks by Commissioner James D. Boyd, (2002). It was assumed that
heavy duty on-road trucks have a fuel economy of 6 miles per gallon based on this data source.
4. US Environmental Protection Agency, Office of Transportation and Air Quality, Emission Facts - Greenhouse Gas Emissions from a

Typical Passenger Vehicle (EPA420-F-05-004), (2005) 4. Passenger vehicle CO, emissions are assumed to be 95% of GHG
emissions on a CO, equivalent basis.




Marina International Hotel Rehabilitation Project
Evaluation of Global Climate Change Impacts

Table GHG-2
Construction GHG Emissions

Construction Equipment Annual CO, Annual CO, CO, to CO.e Annual CO,e
Phase Type Emissions® Emissions Ratio Emissions

(Tons CO,lyr) (MT CO,lyr) (MT CO.elyr)
Phase 1 Off-Road 35.24 31.97 0.991 32.26
Phase 1 On-Road 0.52 0.47 0.999 0.47
Phase 1 Vendor 2.22 2.01 0.999 2.02
Phase 1 Worker/Autos 10.06 9.13 0.950 9.61
Total Phase 1 48.04 43.58 44.36
Phase 2 Off-Road 26.02 23.60 0.991 23.82
Phase 2 On-Road 0.35 0.32 0.999 0.32
Phase 2 Vendor 1.26 1.14 0.999 1.14
Phase 2 Worker/Autos 6.12 5.55 0.950 5.84
Total Phase 2 33.75 30.62 31.13
Phase 3 Off-Road 33.45 30.35 0.991 30.62
Phase 3 On-Road 0.14 0.13 0.999 0.13
Phase 3 Vendor 0.89 0.81 0.999 0.81
Phase 3 Worker/Autos 4.11 3.73 0.950 3.92
Total Phase 3 38.59 35.01 35.48
Phase 4 Off-Road 27.07 24.56 0.991 24,78
Phase 4 On-Road 0.04 0.04 0.999 0.04
Phase 4 Vendor 0.22 0.20 0.999 0.20
Phase 4 Worker/Autos 1.48 1.34 0.950 1.41
Total Phase 4 28.81 26.14 26.43
Phase 5 Off-Road 28.32 25.69 0.991 25.93
Phase 5 On-Road 0.11 0.10 0.999 0.10
Phase 5 Vendor 0.64 0.58 0.999 0.58
Phase 5 Worker/Autos 3.20 2.90 0.950 3.06
Total Phase 5 32.27 29.27 29.66
Total [ [ 181.46 | 164.62 167.06
Amortized over Project Lifetime (assumed 30 years, per SCAQMD guidance) 5.57

Sources:

1. Estimated CO, emissions from URBEMIS2007.

Where:
CH, Methane GWP Global warming potential
CO, Carbon dioxide kg Kilograms
CO,e Carbon dioxide equivalent MT Metric ton
gal Gallons N,O Nitrous oxide

yr Year
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NOISE STUDY

INTRODUCTION

Impact Sciences, Inc., prepared this noise study to forecast future anticipated construction and renovation noise
levels as the Marina International Hotel (proposed project) is renovated, in the community of Marina del Rey, in the
County of Los Angeles. These estimated noise levels are compared to the exterior and interior noise level standards
for residential uses surrounding the project site as defined in the County of Los Angeles Noise Ordinance for
Construction Noise. Additionally this noise study determines the estimated noise that surrounding sensitive land

uses will experience from sporadically used haul trucks during the 12-month construction and renovation project.

PROJECT DESCRIPTION

The proposed project is located on Parcel 145 at 4200 Admiralty Way in the community of Marina del
Rey. The existing hotel property consists of 81,924 square feet of development spread between 2 three-
story guestroom buildings and 5 bungalow buildings, over a single level underground parking structure.
The proposed project will consist of substantial renovations to the hotel's interiors and exteriors, and
associated outdoor and landscaped areas. Renovations will reduce the total number of hotel rooms by 7,
from 132 to 125 guest rooms. Increases to the amount of existing building square footage is not proposed,
but landscaped areas would increase from 4,626 square feet to 5,511 square feet. Construction activities
would occur over a 12-month time period, beginning on or about June 2010 and being completed by June

2011.

Exterior renovations will include the following:

e The front approach will be dominated by an “Entry Portal” element, supporting a cantilevered metal
awning over the entry walk. New glass entry doors and storefront will replace the existing.

e The existing balconies over the entry will be removed and the guestroom wall recessed to create new
balconies. Balcony railings will be made of anodized brushed aluminum, and privacy walls between
guestroom balconies will consist of textured glass panels.

e New decorative hardscaping of stone and concrete pavers will be provided at the entry and entry
approach. Any existing asphalt paving remaining will receive a new slurry coat.

e The existing wood shingle roofing will be replaced with metal roofing with a standing-seam,
galvanized appearance. The metal roofing over the existing restaurant will also be replaced with
metal roofing with a standing-seam, galvanized appearance. All flat roofing will be repaired or
replaced.

e A vertical glass/ column fagade wall will be constructed in front of the existing restaurant facade to
reduce the visual mass of the proposed metal roofing. Glass will be obscure with an etched finish.

Impact Sciences, Inc. 3 Marina International Hotel Rehabilitation Noise Study
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The outdoor dining area will have large umbrellas (inverted style) with light blue canvas covering to
provide shade.

The existing clock tower will be removed. Access stairs down will remain for basement parking
below.

The proposed exterior finish concept will include stucco painted in an overall khaki color, with blue

and bronze accents. The bungalow entries will have “portal” projections covered with natural IPE
Wood finishes.

All fixed glass, windows and sliding glass doors will be removed and replaced with new vinyl units.
These units will be dual-glazed, low-E, and energy efficient.

All 2nd & 3rd floor balconies facing the alley and Washington Boulevard will be removed and
replaced with a window wall. All remaining balconies will be upgraded with new surfacing of
waterproof deck coating (integral colored) and receive new horizontal anodized brushed aluminum
guardrails. Free-standing cabanas will be installed on some of the ground floor courtyard guestrooms
and bungalows with canvas curtains and overheads.

The ground floor deck over the existing parking structure will be resurfaced with a waterproofing
system.. The system includes a fiberglass mat, elastomeric acrylic resin with a polymer cementitious
finish color coat patterned after a random laid slate. The variegated color will compliment the
proposed overall color scheme.

The existing perimeter railing around the courtyard deck will be replaced with a horizontal anodized
brushed aluminum railing system.

The pool and surrounding deck will be upgraded with new surfacing and furniture, fixtures, and

equipment. The pool will be resurfaced, and the deck will receive a new waterproof deck coating
with either a textured tile or stone surface.

New lighting is proposed throughout the project, consisting of wall and soffit lighting, low-level
landscape and pathway lighting, and guestroom unit light fixtures. All lighting will be subdued and
energy-efficient, conforming to Title 24 requirements. The lighting design package will be provided
as a post-entitlement review at a later date for approval.

Updates to existing courtyards will include new seating and planting groupings, which would
encourage guest and patron mingling and create a more pleasant and inviting environment. Low-
level lighting and overhead “twinkle-type” lighting will be provided for added ambiance.

A new signage program will be designed and submitted for approval at a later post- entitlement
review. Signage will include a street address at entry, building identification and guestroom
identification, and restaurant signage per tenant.

Interior renovations will include the following:

All guestrooms to be completely renovated with new furniture, bathrooms, HVAC, plumbing, and
fire/ life safety systems.

Impact Sciences, Inc. 6 Marina International Hotel Rehabilitation Noise Study
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New finishes, lighting and hardware will be installed in all corridors.

The lobby/ front desk area will be reconfigured and relocated.

The existing restaurant/ bar will be completely renovated to include an extended outdoor dining area.
The hotel meeting room will be renovated and upgraded for executive groups.

A new indoor/outdoor fitness room will be built at what is now an abandoned loading dock on
Palawan Way.

As described above, renovation of the proposed project site is expected to begin on or about June 2010

and be completed, in approximately 12 months, on or about June 2011. The renovation plan includes five

phases. Each phase would take between 8 and 12 weeks to complete. Exterior and interior renovations

would be conducted simultaneously during each phase. The following is the expected phasing of the

proposed project over the 12-month period.

Phase 1: Phase 1 of the proposed project will begin on or about June 2010 and will end 12 weeks later,
on or about August 2010. During this phase 56 guest rooms and the restaurant shell will be
renovated. This phase will include the demolition of exterior balconies.

Phase 2: Phase 2 of the proposed project will begin on or about September 2010 and end 12 weeks
later, on or about November 2010. During this phase 52 guest rooms and the pool and spa area will
be renovated. This phase will include the demolition of exterior balconies.

Phase 3: Phase 3 of the proposed project will begin on or about December 2010 and will end 10 weeks
later, on or about February 2011. During this phase 17 guest rooms, the main courtyard area, and
ancillary buildings will be renovated.

Phase 4: Phase 4 of the proposed project will begin on or about February 2011 and will end 8 weeks
later, on or about April 2011. During this phase the fitness center and ancillary buildings will be
renovated.

Phase 5: Phase 5 of the proposed project will begin on or about April 2011 and will end 10 weeks
later, on or about June 2011. During this phase the lobby and public space will be renovated. This
phase will include the demolition of the existing porte-cochere.

Impact Sciences, Inc. 7 Marina International Hotel Rehabilitation Noise Study
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Table 1, Construction Equipment Usage, shows the type of construction equipment that will be used

during each phase of the proposed project.

Construction Equipment Usage

Table 1

Quantity Period Hours per Day
of Equipment Equipment will
Phase Equipment Equipment  will be Used be Used
Forklift 1 12 weeks 3
Aerial Work Platform 12 weeks 8
Demolition hammers/saws 2 12 days 8
! Backhoe/loader 1 12 days 8
Crane 1 6 days 4
Concrete truck and pumps 1 7 days 6
Forklift 1 12 weeks 3
Aerial Work Platform 2 12 weeks 8
Demolition hammers/saws 2 12 days 8
? Backhoe/loader 1 12 days 8
Crane 1 5 days 4
Concrete truck and pumps 1 12 days 6
Forklift 1 10 weeks 3
Aerial Work Platform 2 10 weeks 8
Demolition hammers/saws 2 12 days 8
’ Backhoe/loader 1 12 days 8
Crane 1 5 days 4
Concrete truck and pumps 1 12 days 6
Forklift 1 8 weeks 3
Aerial Work Platform 2 8 weeks 8
. Demolition hammers/saws 2 10 days 8
Backhoe/loader 1 10 days 8
Crane 1 5 days 4
Concrete truck and pumps 1 7 days 6
Forklift 1 10 weeks 3
Aerial Work Platform 2 10 weeks 8
Demolition hammers/saws 2 10 days 8
° Backhoe/loader 1 10 days 8
Crane 1 5 days 4
Concrete truck and pumps 1 7 days 6
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The proposed project will also require the transport of material and construction debris on and off the
site, and is expected to use one haul truck per day completing one round trip to and from the project each

day, through duration of the renovation project.

METHODOLOGY

Analysis of the existing noise conditions was completed through noise monitoring adjacent to the
proposed project site on July 16 through July 17, 2009, for a duration of 12 hours. Information was then
gathered as to the construction and renovation schedule of the proposed project, along with the expected
construction/renovation equipment that will be used during the 12-month duration of the proposed
project. Noise modeling procedures involved the calculation of future noise levels emanating from the
construction/renovation equipment over the five phases that the proposed project is expected to be
completed in, using the Federal Highway Administration (FHWA) Construction Equipment Noise Levels
and Ranges from the Highway Construction Noise Handbook (please Appendix A for calculations).
These modeled noise levels were than compared to the County of Los Angeles Noise Ordinance for
Construction Noise (Chapter 12.08), standard of 80 A-weighted decibels (dB(A)) equivalent continuous
noise level (Leq) for multi-family residential units to be exposed to construction/renovation (mobile) noise.
Additionally, the same modeling was used to determine the expected noise level of haul trucks that will
be used during the construction and renovation of the proposed project over the 40-month period. Again,
this expected noise level was compared to the County of Los Angeles Noise Ordinance for Construction
Noise standard of 80 dB(A) Leq to determine if the haul trucks would exceed the standard. It should be
noted that In order to analyze a worst-case scenario, construction noise levels were estimated assuming
that all the pieces of equipment identified below during each phase were operating simultaneously. This

assumption is not likely since construction activities during each phase would vary.
FUNDAMENTALS OF NOISE
Introduction to Noise

Noise is ordinarily described as unwanted sound. Sound is generally undesirable when it interferes with
normal activities, causes actual physical harm, or has an adverse effect on health. The definition of noise
as unwanted sound implies that it has an adverse effect on, or causes a substantial annoyance to, people

and their environment.

Sound pressure level alone is not a reliable indicator of loudness because the human ear does not respond
uniformly to sounds at all frequencies. For example, the human ear is less sensitive to low and high
frequencies than to the medium frequencies that more closely correspond to human speech. In response

to the human ear’s sensitivity, or lack thereof, to different frequencies, the A-weighted noise level,
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referenced in units of dB(A), was developed to better correspond with people’s subjective judgment of

sound levels. In general, changes in a noise level of less than 3 dB(A) are not noticed by the human ear.!

Changes from 3 to 5 dB(A) may be noticed by some individuals who are extremely sensitive to changes in
noise. An increase of greater than 5 dB(A) is readily noticeable, while the human ear perceives a 10 dB(A)
increase in sound level to be a doubling of sound volume. A doubling of sound energy results in a 3
dB(A) increase in sound, which means that a doubling of sound wave energy (e.g., doubling the volume
of traffic on a roadway) would result in a barely perceptible change in sound level. Common noise levels

associated with certain activities are shown on Figure 3, Common Noise Levels.

Noise sources occur in two forms: (1) point sources, such as stationary equipment or individual motor
vehicles; and (2) line sources, such as a roadway with a large number of mobile point sources (motor
vehicles). Sound generated by a stationary point source typically diminishes (attenuates) at a rate of
6 dB(A) for each doubling of distance from the source to the receptor at acoustically hard sites and at a

rate of 7.5dB(A) at acoustically soft sites.2

A hard, or reflective, site does not provide any excess ground-effect attenuation and is characteristic of
asphalt, concrete, and very hard-packed soil. An acoustically soft or absorptive site is characteristic of
normal earth and most ground with vegetation. As an example, a 60 dB(A) noise level measured at 50 feet
from a point source at an acoustically hard site would be 54 dB(A) at 100 feet from the source and it
would be 48 dB(A) at 200 feet from the source. Noise from the same point source at an acoustically soft
site would be 52.5 dB(A) at 100 feet and 45 dB(A) at 200 feet from the source. Sound generated by a line
source typically attenuates at a rate of 3 dB(A) and 4.5 dB(A) per doubling of distance from the source to
the receptor for hard and soft sites, respectively. Sound levels can also be attenuated by manmade or
natural barriers, as illustrated in Figure 4, Noise Attenuation by Barriers. Solid walls, berms, or elevation

differences typically reduce noise levels by 5 to 10 dB(A).3

US Department of Transportation, Federal Highway Administration, Highway Noise Fundamentals, (Springfield,
Virginia: US Department of Transportation, Federal Highway Administration, September 1980), p. 81.

2 us Department of Transportation, Federal Highway Administration, Highway Noise Fundamentals, (Springfield,
Virginia: US Department of Transportation, Federal Highway Administration, September 1980), p. 97.

3 Highway Noise Mitigation (Springfield, Virginia: U.S. Department of Transportation, Federal Highway
Administration, September 1980), p. 18.
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The minimum attenuation of exterior to interior noise provided by typical structures in California is

provided in Table 2, Outside to Inside Noise Attenuation (dB(A)).

Table 2
Outside to Inside Noise Attenuation (dB(A))
Building Type Open Windows Closed Windows!
Residences 17 25
Schools 17 25
Places of Worship 20 30
Hospitals/Convalescent 17 25
Offices 17 25
Theaters 20 30
Hotels/Motels 17 25

Source: Transportation Research Board, National Research Council, Highway Noise: A Design Guide for
Highway Engineers, National Cooperative Highway Research Program Report 117.
1 As shown, structures with closed windows can attenuate exterior noise by a minimum of 25 to 30 dB(A).

When assessing community reaction to noise, there is an obvious need for a scale that averages sound
pressure levels over time and quantifies the result in terms of a single numerical descriptor. Several scales

have been developed that address community noise levels.

When assessing community reaction to noise, there is an obvious need for a scale that averages sound
pressure levels over time and quantifies the result in terms of a single numerical descriptor. Several scales
have been developed that address community noise levels. Those that are applicable to this analysis are
the Leg and community noise equivalent level (CNEL). Leq is the average A-weighted sound level
measured over a given interval. Leq can be measured over any period, but is typically measured for 1-
minute, 15-minute, 1-hour, or 24-hour periods. CNEL is another average A-weighted sound level
measured over a 24-hour period. However, this noise scale is adjusted to account for some individuals’
increased sensitivity to noise levels during the evening and nighttime hours. A CNEL noise measurement
is obtained by adding 5 decibels to sound levels occurring during the evening from 7:00 PM to 10:00 PM,
and 10 decibels to sound levels occurring during the nighttime from 10:00 PM to 7:00 AM. The 5 and 10
decibel penalties are applied to account for increased noise sensitivity during the evening and nighttime
hours. The logarithmic effect of adding these penalties to the 1-hour L.q measurements typically results in

a CNEL measurement that is within approximately 3 dB(A) of the peak-hour Leq.4

4 California Department of Transportation, Technical Noise Supplement: A Technical Supplement to the Traffic Noise
Analysis Protocol, (Sacramento, California: October 1998), pp. N51-N54.
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REGULATORY FRAMEWORK

Plans and policies that are applicable to this noise study include (1) the State of California Department of
Health Services, Environmental Health Division Noise Exposure Guidelines, and (2) the Riverside

County General Plan; both are discussed below.

State of California Noise Standards

The State of California, Office of Planning and Research has published, with regards to community noise
exposure, recommended guidelines for land use compatibility. These guidelines rate land use
compatibility in terms of being “normally acceptable,” “conditionally acceptable,” “normally
unacceptable,” and “clearly unacceptable.” Each jurisdiction is required to consider these guidelines
when developing its General Plan Noise Element and when determining acceptable noise levels within its
community. These guidelines are representative of various land uses that include residential,

commercial/mixed-use, industrial, and public facilities.

In addition, the California Commission of Housing and Community Development officially adopted
interior noise standards in 1974. In 1988, the Building Standards Commission approved revisions to the
standards (Title 24, Part 2, California Code of Regulations). As revised, Title 24 establishes an interior
noise standard of 45 dB(A) CNEL for residential space.

County of Los Angeles General Plan Noise Element

The General Plan Noise Element outlines basic goals and policies for the County and its constituent
municipalities to follow. It states as a general goal that noise mitigation costs should be assessed to the
producers of the noise. Policy 16 of the Noise Element states that the county “should encourage cities to
adopt definitive noise ordinances and policies that are consistent throughout the county.” The Noise
Element does not prescribe any specific standard for acceptable noise or vibration levels. Because the
Marina del Rey area is in unincorporated Los Angeles County, the specific and applicable noise standards
are addressed in the County Noise Control Ordinance (County Code Section 12.08). The Noise Control
Ordinance prescribes standards for point and stationary source noise and construction-related noise, as

well as general standards for vibration.

County of Los Angeles Noise Control Ordinance (For Point and Stationary Source
Noise)

The County Noise Control Ordinance (County code Section 12.08) provides standards for both interior

and exterior noise standards and sets guidelines for a variety of activities. Section 12.08.390 identifies
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exterior noise standards for stationary and point noise sources, specific noise restrictions, exemptions and
variances for exterior point or stationary noise sources. Several of these standards are applicable to the

project and are discussed below.

The County Noise Control Ordinance states that exterior noise levels caused by stationary or point noise
sources shall not exceed the levels identified below in Table 3, County of Los Angeles Exterior Noise
Standards for Stationary and Point Noise Sources, or the ambient noise level® whichever is greater. The
Noise Control Ordinance (Section 12.08.400 of the County Code) also states that interior noise levels
(resulting from outside point or stationary sources) within multi-family residential units shall not exceed
45 dB(A) Leq between 7:00 AM and 10:00 PM and 40 dB(A) Leq between 10:00 PM and 7:00 AM.
Conventional construction of building with the inclusion of fresh air supply systems or air conditioning
will normally ensure that interior noise levels are acceptable. The table also includes the County’s

standards for acceptable exterior noise levels near receptor properties.

5 Ambient noise level is defined as the existing background noise level at the time of measurement or prediction.
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Table 3
County of Los Angeles Exterior Noise Standards for Stationary and Point Noise sources

Designated Noise Zone

Noise Land Use Exterior Noise Level
Zone (Receptor Property) Time Interval d(B(A) Leg!
I Noise Sensitive Area? Anytime 45
I 10:00 PM to 7:00 AM 45
Residential Properties
7:00 AM to 10:00 PM 50
I Commercial Properties 10:00 PM to 7:00 AM 55
7:00 AM to 10:00 PM 60
v Industrial Properties Anytime 70

Source: County of Los Angeles Noise Control Ordinance, County Code Section 12.08.390.

' Standard No. 1 shall be the exterior noise level which may not be exceeded for a cumulative period of more than 30 minutes
in any hour. Standard No. 1 shall be the applicable noise level; or, if the ambient Lso exceeds the forgoing level, then the
ambient Lso becomes the exterior noise level for Standard No. 1.

Standard No. 2 shall be the exterior noise level which may not be exceeded for a cumulative period of more than 15 minutes
in any hour. Standard No. 2 shall be the applicable noise level from Standard No. 1 plus 5 dB(A); or, if the ambient Las
exceeds the forgoing level, then the ambient L2s becomes the exterior noise level for Standard No. 2.

Standard No. 3 shall be the exterior noise level which may not be exceeded for a cumulative period of more than five
minutes in any hour. Standard No. 3 shall be the applicable noise level from Standard No. 1 plus 10 dB(A); or, if the
ambient Ls3 exceeds the forgoing level, then the ambient Ls.3 becomes the exterior noise level for Standard No. 3.

Standard No. 4 shall be the exterior noise level which may not be exceeded for a cumulative period of more than one minute
in any hour. Standard No. 4 shall be the applicable noise level from Standard No. 1 plus 15 dB(A); or, if the ambient L1z
exceeds the forgoing level, then the ambient L1.7 becomes the exterior noise level for Standard No. 4.

Standard No. 5 shall be the exterior noise level which may not be exceeded for any period of time. Standard No. 5 shall be
the applicable noise level from Standard No. 1 plus 20 dB(A); or, if the ambient Lo exceeds the forgoing level, then the
ambient Lo becomes the exterior noise level for Standard No. 5.

* Not defined in the County Noise Ordinance. To be designated by the County Health Officer.

County of Los Angeles Noise Ordinance (For Construction Noise)

The County Noise Control Ordinance (County Code Section 12.08.440) identifies specific restrictions
regarding construction noise. The operation of equipment used in construction, drilling, repair, alteration
or demolition work is prohibited between weekday hours of 7:00 PM to 7:00 AM and anytime on
Sundays or legal holidays if such noise would create a noise disturbance across a residential or
commercial real-property line.b The Noise Control Ordinance further states that the contractor shall
conduct construction activities in such a manger that the maximum noise levels at the affected buildings

will not exceed those listed in Table 4, County of Los Angeles Construction Equipment Noise

6 Noise disturbance is not defined in the Noise Control Ordinance. The County Health Officer has the authority to
define and determine the extent of a noise disturbance on a case-by-case basis.
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Restrictions. All mobile stationary internal-combustion-powered equipment and machinery is also

required to be equipped with suitable exhaust and air-intake silencers in proper working order.

Table 4
County of Los Angeles Construction Equipment Noise Restrictions

Single-Family Multi-Family
Residential Structures Residential Residential Commercial?

Mobile Equipment: Maximum noise level for nonscheduled, intermittent, short-term operation (less than
10 days) of mobile equipment.

Daily, except Sundays

and legal holidays, 7:00 75 dB(A) Leg 80 dB(A) Leq 85 dB(A) Leq
AM to 8:00 PM

Daily, 8:00 PM to 7:00

AM and all day Sunday 60 dB(A) Leq 64 dB(A) Leq 70 dB(A) Leq
and legal holidays

Stationary Equipment: Maximum noise level for repetitively scheduled and relatively long-term
operation (periods of 10 days or more) of stationary equipment:

Daily, except Sundays

and legal holidays, 7:00 60 dB(A) Leq 65 dB(A) Leq 70 dB(A) Leq
AM to 8:00 PM

Daily, 8:00 PM to 7:00

AM and all day Sunday 50 dB(A) Leq 55 dB(A) Leq 60 dB(A) Leq
and legal holidays

Business Structures

Mobile Equipment: Maximum noise levels for nonscheduled, intermittent, short-term operation of
mobile equipment:

Daily, including Sunday

and legal holidays, all 85 dB(A) Leq

hours

Source: County of Los Angeles Noise Control Ordinance, County Code Section 12.08.440.
1 Refers to residential structures within a commercial area. This standard does not apply to commercial structures.

EXISTING CONDITIONS
Existing Project Site

The proposed project site is located on Parcel 145 at 4200 Admiralty Way, in the northern portion of
Marina del Rey, in an area characterized by mixed commercial and residential development. The project
site is bordered by Washington Boulevard to the north, Admiralty Way to the south, a parking lot to the

east, and Palawan Way to the west.
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The existing project site (Marina International Hotel) consists of 81,924 square feet of development spread
between two threestory guestroom buildings and five bungalow buildings over a single-level

underground parking structure.

Existing Surrounding Sensitive Uses

As described above, the proposed project site is located in a mixed commercial and residential area of
Marina del Rey. The closest sensitive receptor (existing multifamily residential development) to the

project site is located approximately 130 feet to the northwest.
Monitored Noise Levels

Noise monitoring was completed on June 25, 2009. Figure 5, Noise Monitoring Locations, depicts the
two noise monitoring locations. Monitoring was conducted between the hours of 9:00 AM on June 24,
2009 to 9:00 PM June 25, 2009, and was approximately 12-hour samples at each location. The first noise
monitor was located at the site boundary near the eastern driveway accessing the project site from
Admiralty Way, and approximately 450 feet southeast of the nearest sensitive receptors (neighboring
apartments). The primary source of noise at this location is traffic using Admiralty Way to access
commercial uses along the street. The second noise monitor was located at the site boundary near the
western driveway accessing the project site from Washington Boulevard, approximately 130 feet
southeast of the nearest sensitive receptors. The primary source of noise at this location is traffic traveling

along Washington Boulevard.

As shown in Table 5, Monitored Noise Levels, noise levels at monitoring locations 1 and 2, were
measured at 57 and 60 dB(A) Leq for 24-hours, respectively. Location 1 had noise levels that were
measured at 59 dB(A) Leq during morning peak hours; 56 dB(A) Leq during evening peak hours; 49 dB(A)
Leq during nighttime hours; and, 59 dB(A) Leq during daytime hours. Location 2 had noise levels that were
measured at 57 dB(A) Leq during morning peak hours; 60 dB(A) Leq during evening peak hours; 53 dB(A)
Leq during the nighttime; and, 62 dB(A) Leq during the daytime.
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FIGURE 5

Noise Monitoring Locations
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Table 5
Monitored Noise Levels

Leq Morning Leq Evening
Peak Hour Peak Hour Leqg Daytime
Monitoring (7:00 AM to (4:00 PM to (7:00 AM to
Location 10:00 AM) 8:00 PM) 10:00 PM)
Location 1 63 66 66
Location 2 65 69 68
IMPACT ANALYSIS

Demolition, Construction and Renovation Noise

Phase 1

The proposed project is to begin renovation starting in June 2010, beginning with phase 1. During this

phase 56 guest rooms and the restaurant shell will be renovated. This phase will include the demolition of

exterior balconies. The closest sensitive receptor is the multi-family residential units located

approximately 140 feet northwest of the proposed project site and 200 feet northwest of the area planned

for renovation during this phase. During this period, it is expected that the construction equipment that

will be used on the project site will include the use of a forklift, a backhoe, demolition hammers/saws, a

crane, and concrete trucks and pumps. As can be seen in Table 6, Estimated Construction Equipment

Noise for Phase 1, during this construction phase the loudest expected noise resulting from the use of the

on-site construction equipment will be no louder than 73 dB(A) Leq, assuming all equipment would be

operating simultaneously (Please see Appendix A for calculations).
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Table 6
Estimated Construction Equipment Noise for Phase 1

Distance from

Amount of Closest
Equipment Equipment Hours per Sensitive Noise Level
Phase Used Used Day Receptor (dB(A) Leq)
Forklift 1 3 400 feet 69
Demolition ’ 8 240 feet 65
hammers/saws
Phase1  Backhoe/loader 1 8 400 feet 60
Crane 1 4 320 feet 65
Concrete truck 1 6 400 feet 61
Concrete pump 1 6 400 feet 64
Total Leqg During Normal Operations 73

Source: Impact Sciences, Inc.

As described above, the County of Los Angeles Noise Construction Standard indicates that construction
noise cannot exceed 80 dB(A) Leq during the hours of 7:00 AM and 8:00 PM during the weekdays. Noise
associated with the construction equipment that will be used during this period could be further reduced
by the distance that the proposed project site is from the sensitive land use, the fact that the sensitive land
use adjacent to the proposed project site does not have outside balconies that face the project site, and the
fact that the majority of renovation and construction during this phasing will occur on interior areas of
the project site. Since construction noise is not expected to exceed the standard of 80 dB(A) Leq during

phase 1 of the proposed project, impacts are expected to be less than significant.
Phase 2

The proposed project is to begin phase 2 of the renovation process in September 2010 and be completed
by November 2010. During this phase 52 guest rooms and the pool and spa area will be renovated. This
phase will include the demolition of exterior balconies. The closest sensitive receptor is the multi-family
residential units located approximately 140 feet northwest of the proposed project site and the area
planned for renovation during this phase. During this period, it is expected that the construction
equipment that will be used on the project site will include the use of a forklift, a backhoe, demolition
hammers/saws, a crane, and concrete trucks and pumps. As can be seen in Table 7, Estimated

Construction Equipment Noise for Phase 2, during this phase the loudest expected noise resulting from
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the use of the on-site construction equipment will be no louder than 77 dB(A) Leq, assuming all equipment

would be operating simultaneously (Please see Appendix A for calculations).

Table 7
Estimated Construction Equipment Noise for Phase 2

Distance from

Amount of Closest
Equipment Equipment Hours per Sensitive Noise Level
Phase Used Used Day Receptor (dB(A) Leq)
Forklift 1 3 200 feet 70
Demolition ’ 8 140 feet 70
hammers/saws
Phase1  Backhoe/loader 1 8 140 feet 69
Crane 1 4 200 feet 69
Concrete truck 1 6 200 feet 67
Concrete pump 1 6 200 feet 70
Total Leg During Normal Operations 77

Source: Impact Sciences, Inc.

As described above, the County of Los Angeles Noise Construction Standard indicates that construction
noise cannot exceed 80 dB(A) Leq during the hours of 7:00 AM and 8:00 PM during the weekdays. Noise
associated with the construction equipment that will be used during this period could be further reduced
by the distance that the proposed project site is from the sensitive land use, the fact that the sensitive land
use adjacent to the proposed project site does not have outside balconies that face the project site, and the
fact that the majority of renovation and construction during this phasing will occur on interior areas of
the project site. Since construction noise is not expected to exceed the standard of 80 dB(A) Leq during

phase 2 of the proposed project, impacts are expected to be less than significant.

Phase 3

The proposed project is to begin phase 3 of the renovation process in December 2010 and be completed by
February 2011. During this phase 17 guest rooms, the main courtyard area, and ancillary buildings will be
renovated. The closest sensitive receptor is the multi-family residential units located approximately 140
feet northwest of the proposed project site and 215 feet northwest of the area planned for renovation
during this phase. During this period, it is expected that the construction equipment that will be used on

the project site will include the use of a forklift, a backhoe, demolition hammers/saws, a crane, and
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concrete trucks and pumps. As can be seen in Table 8, Estimated Construction Equipment Noise for
Phase 3, during this phase the loudest expected noise resulting from the use of the on-site construction
equipment will be no louder than 75 dB(A) Leq, assuming all equipment would be operating

simultaneously (Please see Appendix A for calculations).

Table 8
Estimated Construction Equipment Noise for Phase 3

Distance from

Amount of Closest
Equipment Equipment Hours per Sensitive Noise Level
Phase Used Used Day Receptor (dB(A) Leq)
Forklift 1 3 210 feet 70
Demolition ’ 8 210 feet 67
hammers/saws
Phase1  Backhoe/loader 1 8 210 feet 66
Crane 1 4 210 feet 69
Concrete truck 1 6 240 feet 65
Concrete pump 1 6 240 feet 68
Total Leg During Normal Operations 75

Source: Impact Sciences, Inc.

As described above, the County of Los Angeles Noise Construction Standard indicates that construction
noise cannot exceed 80 dB(A) Leq during the hours of 7:00 AM and 8:00 PM during the weekdays. Noise
associated with the construction equipment that will be used during this period could be further reduced
by the distance that the proposed project site is from the sensitive land use, the fact that the sensitive land
use adjacent to the proposed project site does not have outside balconies that face the project site, and the
fact that the majority of renovation and construction during this phasing will occur on interior areas of
the project site. Since construction noise is not expected to exceed the standard of 80 dB(A) Leq during

phase 3 of the proposed project, impacts are expected to be less than significant.

Phase 4

The proposed project is expected to begin phase 4 of the construction and renovation project in February
2011 and end in April 2011. During this phase the fitness center and ancillary buildings will be renovated.
The closest sensitive receptor is the multi-family residential units located approximately 140 feet

northwest of the proposed project site and 320 feet northwest of the area planned for renovation during
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this phase. During this period, it is expected that the construction equipment that will be used on the
project site will include the use of a forklift, a backhoe, demolition hammers/saws, a crane, and concrete
trucks and pumps. As can be seen in Table 9, Estimated Construction Equipment Noise for Phase 4,
during phase 4 of the construction and renovation process of the proposed project, the loudest expected
noise resulting from the use of the on-site construction equipment will be no louder than 71 dB(A) Leq,

assuming all equipment would be operating simultaneously (Please see Appendix A for calculations).

Table 9
Estimated Construction Equipment Noise for Phase 4

Distance from

Amount of Closest
Equipment Equipment Hours per Sensitive Noise Level
Phase Used Used Day Receptor (dB(A) Leq)
Forklift 1 3 325 feet 66
Demolition 5 8 325 feet 63
hammers/saws
Phase1  Backhoe/loader 1 8 325 feet 62
Crane 1 4 325 feet 65
Concrete truck 1 6 400 feet 61
Concrete pump 1 6 400 feet 64
Total Leq During Normal Operations 71

Source: Impact Sciences, Inc.

As described above, the County of Los Angeles Noise Construction Standard indicates that construction
noise cannot exceed 80 dB(A) Leq during the hours of 7:00 AM and 8:00 PM during the weekdays. Noise
associated with the construction equipment that will be used during this period could be further reduced
by the distance that the proposed project site is from the sensitive land use, the fact that the sensitive land
use adjacent to the proposed project site does not have outside balconies that face the project site, and the
fact that the majority of renovation and construction during this phasing will occur on interior areas of
the project site and on the eastern end of the project site. Since the construction noise during phase 4 is

not expected to exceed the standard of 80 dB(A) L, impacts are expected to be less than significant.

Phase 5

The proposed project is expected to begin phase 5 of the construction and renovation process in April
2011 and end in June 2011. During this phase the lobby and public space will be renovated. This phase

will include the demolition of the existing porte-cochere. The closest sensitive receptor is the multi-family
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residential units located approximately 140 feet northwest of the proposed project site and 320 feet
northwest of the area planned for renovation during this phase. During this period, it is expected that the
construction equipment that will be used on the project site will include the use of a forklift, a backhoe,
demolition hammers/saws, a crane, and concrete trucks and pumps. As can be seen in Table 10,
Estimated Construction Equipment Noise for Phase 5 during phase 5 of the construction and
renovation process of the proposed project, the loudest expected noise resulting from the use of the on-
site construction equipment will be no louder than 69 dB(A) Leg, assuming all equipment would be

operating simultaneously (Please see Appendix A for calculations).

Table 10
Estimated Construction Equipment Noise for Phase 5

Distance from

Amount of Closest
Equipment Equipment Hours per Sensitive Noise Level
Phase Used Used Day Receptor (dB(A) Leq)
Forklift 1 3 325 feet 63
Demolition 5 8 325 feet 60
hammers/saws
Phase1  Backhoe/loader 1 8 325 feet 59
Crane 1 4 325 feet 62
Concrete truck 1 6 400 feet 60
Concrete pump 1 6 400 feet 63
Total Leq During Normal Operations 69

Source: Impact Sciences, Inc.

As described above, the County of Los Angeles Noise Construction Standard indicates that construction
noise cannot exceed 80 dB(A) Leq during the hours of 7:00 AM and 8:00 PM during the weekdays. Noise
associated with the construction equipment that will be used during this period could be further reduced
by the distance that the proposed project site is from the sensitive land use, the fact that the sensitive land
use adjacent to the proposed project site does not have outside balconies that face the project site, and the
fact that the majority of renovation and construction during this phasing will occur on interior areas of
the project site and on the eastern end of the project site. Since the construction noise during phase 5 is

not expect to exceed the standard of 80 dB(A) Leq impacts are expected to be less than significant.
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Haul Route Noise Impacts

Project construction and renovation will require the use of heavy trucks to haul equipment and materials
to the site, as well as transport debris during demolition and renovations on the project site. To limit
noise impacts associated with construction traffic on nearby land uses, a truck haul route will be

established which route vehicles away from sensitive uses to the maximum extent feasible.

To minimize potential neighborhood disruption and conflicts along the haul route, a construction traffic
control plan will be developed for use during the construction and renovation activities. The plan will
identify all traffic control measures, signs and time limits to be implemented by the construction
contractor during the duration of the construction and renovation activities. Measures likely to be used to
reduce noise impacts include limitations on the hours and days in which construction activity may occur.
All vehicles will be staged either within the property lines or at designated areas as established by a

County approved haul route plan.

Trucks on average are expected to enter and leave the site on a daily basis over the construction and
renovation period, but only during working hours. The trips associated with trucks traveling off site are
based on the URBEMIS 2007 assumptions associated with proposed land uses proposed for the project.
According to URBEMIS 2007 calculations prepared for the project, one haul truck per day is expected to
make one round trip per day, on average, during the construction and renovation process of the proposed
project over the 12-month period. The Los Angeles County Department of Public Works (LACDPW),
Construction Division, limits construction activities to between the hours of 6:30 AM and 8:00 PM daily
and prohibits work on Sundays and legal holidays. This reduces the impact on local residents by
restricting most construction-based noise generation to hours when most residents are at work and not
generally home. The number of truck trips traveling along the proposed haul route will vary daily,
depending on the nature of the construction activity. Employment of standard noise attenuation practices
would be implemented as required by the LACDPW. As previously discussed, noise sensitive land uses
located near and adjacent to the project site are primarily residential in nature, specifically, along
Washington Boulevard. Uses within 50 feet of the haul route developed by the proposed project could
experience temporary noise events of approximately 76 dB(A) from a truck as it passes by”, which does
not exceed County standards as outlined above. Therefore, impacts are expected to be less than

significant.

7 Please see Appendix B, Haul Truck Noise estimate calculation.
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Operational Impacts

The project would not include an increase in intensity that would generate vehicle trips but rather include
a renovation and upgrade of an existing use. Consequently, the project would not result in an increase in

noise level on the surrounding roadway network due to increase vehicle trips.

SUGGESTED MITIGATION

No mitigation measures are required beyond compliance with the Los Angeles County Noise Ordinance

(Section 12.08).

CONCLUSION

The proposed project (renovation of the existing Marina International Hotel complex) will be conducted
over a 12-month period in five different phases. Analysis was conducted, as described above, for the five
phases of construction and renovation to determine if the noise generated by the construction equipment
would exceed the Los Angeles County Noise Ordinance Construction standard of 80 dB(A) Leq. The
loudest noise that is expected to be generated during any of the construction and renovation phases
determined to be 79 dB(A) Leq. The closest sensitive land use is an area of multifamily residential
development located to the northwest of the proposed project site. Residents in this area are not expected
to experience construction and renovation noise louder than the standard 80 dB(A) Leq as set forth by the
County of Los Angeles. This is primarily due to the distance that the sensitive receptor is located from the
proposed project site, the location of the construction and renovation occurring during the five phases
over the 12-month period. Therefore, it is expected that construction and renovation noise of the

proposed project will result in a less than significant impact.

Additionally, it was determined that one haul truck will be used, on average, every day over the
12-month period, making one round trip per day to the project site and from the project site. Analysis
concluded that sensitive structures located specifically along Washington Boulevard would experience
noise generated from this truck of no greater than 76 dB(A) Leq, which is below the standard of 80 dB(A)
Leq as set forth by the County of Los Angeles. This is primarily due to the fact that the truck will be more
than 50 feet from the residential uses as it travels along the haul route, thus reducing the sound generated
by the haul truck. Therefore, the haul truck associated with the construction and renovation of the
proposed project is expected to create a less than significant noise impact on surrounding sensitive land

uses.

Impact Sciences, Inc. 27 Marina International Hotel Rehabilitation Noise Study
1034.01 August 2009



T

(45T 1901ed A8y 19p euneN) A8y |ap euliel\ ‘Aepn Aifeaiwpy 002 -72600-6002Y 104 dININ

10 Auno) UaNLIM padueApe a210u uanuM apinoid [eys 1uedldde syl ‘AllAnoe UONONIISUOD
uels 01 Jold so|abuy S0 Aep-yT wnwiuip 108lold | perejas-100loid Aue jo uonenul oy Jdoud sAep T 1Se9| IV 'S

"sSgouapIsal

saniAnoe Alwe-ninw aoelpe 01 adueqinisip 8SIOU 8dnpaJ 0} J8p.Jo Ul

uonNdNANSU0I uswdinba auibua lo1oenuod | sainuiw (G) aAl) spaadxa Bulpl sulbua Jo uoneinp paldadxa ayl
noybnouyL Mdda Jo Buipr aziwui | uononnsuo) |y wawdinba AAeay 10 S3oNA JO uin] [[lBYS SMaID UONONNSU0D Y

"a11s 193loud ays Jo

AlJ21Sam paredo| saduapisal Ajiwe)-nNw 0} 8dueqINISIp asiou

sanAnoe aonpal 0} Japio ul ‘shepioy |eba| pue ‘sAepuns ‘sAepinies

uondNIISUOD SINOY UonINIISUOI wedddy [ uo pauquyosd aq |eys pue “wd 009 01 ‘we QgL Jo
noybnouy Mda uo uonoLISay 108l01d | SInoy ayl usamiaq 0) PaldLISal aq [[eys SalIAOR UondNNsuU0) g

‘(s)asn pug| [enuapisal

ay1 o1 wawdinba ayl wol) saul-ybis e spnjoald eyl sasn

pue| aAnIsuas pue juswdinba jo a%aid ayl usamiaq paledo)

a|qeaidde a( |[eys sialreq asayl -)Ing ag [feys sainionas asiou ajgenod

alaym ‘sainjonns Arelodwsa) ‘sasn pue| [enuapisal Jo 188} Q0T ulyum Aep auo

aslou a|genod ueyl ajow Joj Buneisado pue Areuonels Ua| sI (siossaidwod

Arejodwa) apinoid e pue sioelauab se yons) uawdinba  uonoNNSUOD

salniAnoe pue juawdinba alaym sealse U| ‘'sainyea) Buiouajs  Aiojoe) prepuels

uonoNNISU0d uondNIISUOI wedddy | yum pani pue uonipuod Bunesado Jadoid ul 8q |eys aus ayl
noybnouyy Mda urejurew Apadolid 108l01d | uo pazinn si eyl ‘siiqow Jo paxiy ‘uawdinba uononnsuod ||y 2
9SION

swuedaq pres
(Mda) | Ag pannbai yi ‘nwied

nwiad SYIOM 211gNnd Buipjing 1o Buipeih uswieda pres Jo uonoejsies ayl 01 pue Aq pailinbai

Buiping | jo weawuedag JO @ouenssi 03 JoLd J ‘lenoidde pue mainal 10} SHIOM dlignd JO uswuedaq

JO @ouenssi Auno) MdQ 01 1daouo) Auno) soebuy so ayr 01 1daouo) abeureig e uwgns
01 Jold so|abuy so7 | abeureiq Jo eniwgns weolddy | reys weondde ‘sywiad Buipjing 1o Buipelb jo aouenssi 0) o4 T
pJezeH poo|4

Ared Ared
Buiwiy 10 Aouaby paiinbay uonoy 10 Aouaby uolnebinin 1oedw
Buliolluon a|gisuodsay

welboid Bulioyiuo uonebinin

GS000600ZANTH "ON M3IA8Y [elUBWUO0IIAUT /£2600-6002Y "ON 198loid A1unod
(™SPT 1901ed A8y |ap vuliely) 198l01d uoneAOuay |910H |[eUOIIRUIBIU| RULIRIA




4

(45T 1901ed A8y 19p euneN) A8y |ap euliel\ ‘Aepn Aifeaiwpy 002 -72600-6002Y 104 dININ

saniAnoe wawdinba 10} ‘JJO-uUnJ pue uo-unJ uaAaid 03 urel Jo 18suo ay) o} Joud

uondNNSU0I S19A09 aelidoidde eoddy | jeusiew sjgqeredwod e 1o anseld yum palanod pue poomAld
noybnouy L dda | pue poomA|d spinoid 100l01d | uo padeld aq |leys Siuswydene dlnelpAy Jaylo pue siswweH 6

"SMIOM 2ljgnd

saniAnoe 10 swuedag Auno) sojabuy SO0 a8yl pue pleog [0U0D

uondNNSUOI weonddy | Aujend Jsiepn [euolboy syl Jo sluswalinbal S3AdN luauiiad
noybnouy L Mdda aoueldwod S3AdN 108l01d | |re yum Aldwod |reys jueaidde ‘uononisuod 10afoid 1noybnoayyr '8
AirenQ Jarem

pajou sinoy

3y} 0] pa1oulsal aq 0} ‘SjUapISal Buipunolns 01 8dueqJnisSIp aziwiuiw 0} ‘sAepijoy

Bulney pue sallaAllap [eba] pue ‘sAepuns ‘sAepinies uo 1daoxa ‘‘wd QO pue

pue saduapIsal ‘w'e 00:8 Usamiaq panpayds ag |jeys sanianoe bBuiney pue

sanAnoe woly ajqissod se ey SalldAIIBp pale[al-uononisuo) ‘|1gaJsed 108lgns ay) Jo Alsisam

uondNIISUOD se aq 01 Juswdinba weolddy | psaleoso| sesuspisal Ajwel-nnw Bunsixa 8yl woly a|qises)
1noybnouyl dyad pabels Jo uoneoso 100lold [ se Aeme Je} se poa1edo| aq |jeys seae Alaalap pue Buibels 2

‘palalsibal

saniAnoe (g ued surejdwod pue suonsanb alaym Jaquinu auoyd e pue

uondNNSUOI eolddy | ‘saniAioe uononIsuod Jo uonelnp “9aloid Jo adA syl Buneaipul
mnoybnouyL ddda danou jo bunsod 100l01d | 8US uonoNnISuUod a8yl e adnou e 1sod |eys uedydde syl 9

‘paAIslal sjure|dwod

ssalppe pue suonsanb 0] puodsal 0] 10Yd d|qeuoseal e ayew

Bo| pue aul| Jurejdwod [reys 1weondde ay] “suonoe Bunnsal pue ‘panliadal sjure|dwod

AIAnoR UoNINIISUOD pue suonsanb |e jo Bo| e ureyurew |reys uedyddy surejdwod

JO ddueUSURW pue suonsanb Jaisibal ues sioqybidu aleym Jaquinu auoyd

‘saninnoe e apinoid |eys a8dnou 8yl  "uonRdNISUOd Jo uels ayl o) Joud

uondNIISUOI SanAnoe paredidnue pue uoldNIISUOD JO uoneinp paledionue

Buiprebai ayl Jo way bBulljnou ‘pireasinog uolbuiysepn Jo  apIs

xa]dwod sjuswyedy yuou ayr Buore |9ored 10a8lgns ay) woly SSOIoe SjuapIsal pue

(d4q) bBuluue|d Aeswpy Jo sjueua) (Aepn uemeed pue Aepn Ajesiwupy JO 1aulod Ajl@lsamyliou ayl

[euoiboy pue juawabeuew 1e [92.Jed 123lgns ay) woly ssoloe paredo|) xa|dwod sjuswuedy

uononsuod | Jo uaswuedsq 0} uoneolou wedddy | Apenwpy juaselpe ay) Jo swspisal pue juswabeuew ay) 0}

Ared Ared
Buiwiy 10 Aouaby paiinbay uonoy 10 Aouaby uonebnin 1oeduw
Buliolluon a|qisuodsay




€

(45T 1901ed A8y 19p euneN) A8y |ap euliel\ ‘Aepn Aifeaiwpy 002 -72600-6002Y 104 dININ

pajesIpul
Se paziwiulw aJe

‘9|qises}
se ‘siojelousab pasemod-auljoseb 10 -|asalp Areiodwo)
uey) Jayres sajod Jamod woly patinboe aq |reys A1101193|3

‘suioe Bows abeis puodas
Buunp pespuadsns aq |reys asn juawdinba uonoNIsu0)

"SUOISSIWS 1SNBYXd azIwiuiw 0}
‘suonenbal ANOVYIS pue suonedyinads ,siainoejnuew
01 Buipiodoe aun) Jadosd ul pue uonipuod poob
ul paurelurew ag |reys saulbua ajoIyaA pue juswdinb3g

a|qises)
Areonoeid se ‘payepljosuod aq |eys SaLBAIIBP 3onil

"paniwiad
se ‘sinoy Xead-}Jo 1e pajnpayds ag ||eys WaisAs |elisue
3yl U0 MOJ} dljell 1094k leyl SalllAlde uOoNdNJSU0)

"90UBIBIBIUI JIyel)
dziwuiw 01 painByuod aq |reys bBupped uononnsuo)d

sanAnoe SUOISSIWS 8INSUd 0} :(s.dINg) seonoeld
uondNIISUOD AuAnoe uononisuod weoddy | juswabeuely 1sag pue suonde HBumojoy 8yl uswsjdwi
1noybnouyl dyda Burionuo 100l01d | |reys jueondde ayr ‘uononssuod BuuNp suoIsSIWS 3dnpal 01 €T
Airend ny
SanAnoe
uondONNSU0I 1ueolddy ‘paiqiyo.d
mnoybnouy | ddda abreyosip uqiyoid 108l01d | 8q |reys eale Apnis ayl Ol S[euslew snopJlezey Jo abreydsiq ‘2T
yseJl pue sugap
Jo [esodsip 1adoid
sanAnoe aInsu3 ‘sJsurejuod
uondNASU0d ysen arendoidde 1ueolddy ‘Aep uonNINISUOI Ydea Jo pua ayl Ag siaurejuod
mnoybnouy dda a|ge|rene axeN 100l01d | @1sem areudoidde ul jo pasodsip aq |eys ysen pue sugep |Iv  TT
sanAnoe
uondNIISUOD weolddy "1JO-unJ JuaAaid pue JuswWIpPas [0J3U0I
1noybnouyl ddad sBeqpues |eisu| 100lold [ 01 sease Buibeis ayl punose pade|d aq |eys sialieq Begpues ‘0T
Kred Ared
Buiwiy 10 Aouaby paiinbay uonoy 10 Aouaby uonebnin 1oeduw
Buliolluon a|qisuodsay




v (45T 1901ed A8y 19p euneN) A8y |ap euliel\ ‘Aepn Aifeaiwpy 002 -72600-6002Y 104 dININ

1eyl saulwlalap 1sibojolq paulenb ayl pue ‘JusWadUSWWOD
uononnsuod  19aloud o1 Joud Jo  uononnsuod  193loid
Bulinp aus ayl uo palanodsip SI Auanoe Bunsau piaig aAnde ||

"POAISS(O SI1SaU 8yl JO @SN panunuod ou pue
pabpaj} aAey spaig BunoA [un ‘sisau 8yl Jo adueploOAe MO|e
[IM 1ey) sueaw Jaylo 1o Buious) uononisuod Ag paredrewsp
pue “sibojoiq payienb ® Ag paulwislep Se  ‘panAIasqo
salnads ay) 01 areudoidde tayng e Ag peroaroid aq |reys auoz
uOoIJONJISUOI BY) UIYIM puno} ale eyl SIsau piiq aAnoe ||V 3|l
9Sed 3yl Ul uoIsSNjoul pue MalAal Jo) Jels Buluue|d [euolbay Jo
juawiedaq 01 SABAINS YoNns e uwgns [feys juedlddy -sanop
Buiwinow Buipnoul ‘sivslsau punoib 10 gnuys ale eate ay)
0] umou sal0ads pliq [eJaAss se ‘spliq Bunsau Joj ‘spue|sseld
ulyum punolb ayl pue ‘sgnuys ‘saall JO uoleulwexa apn|joul
[[leys SASAINS "IOM UONONJISUOD/BJURIRI|D JO 1elS 3yl alojaq
sAep 9aly) ueyl alow Ou pPaldNpuod ABAINS 1se| 3yl YlIm siseq
Apjoam e uo pawuopad ag |[eys SASAINS Byl 'SISaU aANde
JO douasge/aouasald Byl aulwidlep 01 SanAnoe bBuignisip

"'Sau0z -puno.b jo uonenui o0} Joud sAep Qg uIyIM Apjeam pajonpuod aq

laynq yons Aue 1Snw sAaAIns puig Bunsau UoNONNSU0D-3ld "SISau plig aAnde

a1ealewap pue sysau 1o} sAanins 10npuod 1sibojoiq payljenb e aaey |eys jueddde

3AI10R pue SaniAoe ay) ‘salnads pJiq 1sow 10} Jaquardas ybnoayl yore-piw wouy

193loud usamiaq pue (spagbuiwwiny Jo symey siadood "6°9) spiiq Bunsau Aues

Sau0zZ Jaynq urelurew 1o} yarey ybnoiyr Arenuer Ajjesauab ‘splig aAneU 10} UOSESS

:ddg o1 }nsal Buipaaiq/Bunsau ay) Buunp pauue|d are Bulpelb 10 UOIONIISUOD

ywans pue Aenins Uum pareloosse saniloe J| (ETGE pue G'€0SE ‘E0GE UONILS)

uondNANSU0I pJig UONoNJISUOD weoddy [ apo) swes pue ysi4 eluioyed ayl pue (¥0. 'O°'S'N 9T)
Aue 01 Joud dda -aid 10npuo) 103loid | 10V Aeal] pag Alorelbiy ayl Ag pa1osioid ate S1Sau pliq 9ANJY “PT
elolg

'saoud annnadwod
e a|qe|reAe Ajipeal JI ‘auljoseb Jo peaisul pazinn ag |eys
swdinba ajigow a1s-uo palamod-aueing I0 -auedoid e
'saoud annnadwod
1e a|gejieAe Ajipeal JI ‘|@Salp JOo pealsul pazinn ag |[eys
swdinba sjiqow palamod-seb [einjeu 10 -|JOUBYIBIN e

Kred Ared
Buiwiy 10 Aouaby paiinbay uonoy 10 Aouaby uonebnin 1oeduw
Buliolluon a|qisuodsay




S

(45T 1901ed A8y 19p euneN) A8y |ap euliel\ ‘Aepn Aifeaiwpy 002 -72600-6002Y 104 dININ

pala|dwod
pue
pajuawajdwil ‘pa19|dwod pue pajuswaldwi usag aArYy sainseawl uonebniw
uaag aney junoooe (s)laumQ | e se awn yons [nuUn Aresssdau JI wNodde  Bulloyuow
salnseaw Buuoyuow uonebmw | wsenbasgns | uonebmw syl Bulysiusidals 1oy pue ‘MaIABI 10} dHd Byl 0]
uonebiniw e Buiysiuajdal ‘uodal pue | wuodai aoueldwod uonebniw fenuue Bumiwgns 1o} 3|qisuodsal
Se awli yons aoueldwod uonebniw ueonddy | aue (s)laumo juanbasgns pue juedndde oy ‘sainseaw
[un Ajrenuuy dda lenuue Jo [eniwgns 100l01d | uonebniw anoge syl jo soueldwod Buunsus Jo sueaw € Sy 8T
aouel dwod uonebinip
‘Juswabeuew Buiping Aq sawi |e e paurelurew Ajnj ag |leys
(s)iaumQ |  welsboud BuipAaal ayl s1onpoid aisem [elaw pue sse|b ‘onse|d
uonbasgns | ‘1aded aj9A2a1 0] sojorIdadal pazIenuad se Yyans siusawanoiduwl
109lo.d papinoid aq 0} pue | [eaisAyd pue uonoa|0d ausuo alpouad 1oy Bunoenuod apnjoul
3y} Jo | 8y} Sal)|I0k) pue SadIAIBS wedlddy [ m eyl S8assa| eulew pue sjuapisal 1oy pajuswaldwi aq |leys
1noybnouyl dyda BuipAoal a1s-uQ 100lold | welboud BulpAdal adinas-n) usuewlad e ‘uonelado Buung 2T
sanAnoe 9|qises) se ‘asnal 1o} pabenjes Jo/pue pajokdal aq
uondNIISUOD S1gap UoIONIISUOD weolddy | [reys wybrem Ag sugsp uonijowsp pue uonRdNIISUOD snopiezey
1noybnouyl dyda 10 Bulphooy 103lold [ -uou Jo wodaled g9 JO wnwiuiw B ‘uononisuod Buung ‘9T
sainnN
3I0M 8IS JO
uoneniul 01 Joud pdd ‘Auadoud 199lgns ayl 1e Alanoe
YIom als 0] ue|d Juswabeuew uononisuod 19afoud Aue jo uonenul o0y Joud eaosdde pue
10 uoneniui d1jel] UOIRONIISUOD M3IABJ 10} SHIOM 21|gNnd j0 uswuedag Auno) ssebuy so 0}
01 Jold Mdda 10 reniwgns ueolddy | uejd Juswabeuew J1eN UONONASUOI B NWANS |[eys luedlddy 'GT
oljel]
‘AIAnoe Bunsau yons 108e A|oSIaApe 10U SB0P UOITBAOUS
panupuod Jeyl ailnsus 01 ‘awes ¥ ysi4 Jo jusawuedsq
BlUIO[ED YUM uoneynsuod ul ‘Aiunod ayr Aq paunuspl aq ued
salnseaw 9|qises} [nun asead [leys ‘1sibojoiq ayl Agq paulwiaiep
se ‘(s)isau yons Jo ANUIDIA dlelpawiwl 8yl Ul uoneAoual
e ‘saus Bunsau yons Buiqinisip ale SsanIAldOe  uoleAousl
Ared Ared
Buiwiy 10 Aouaby paiinbay uonoy 10 Aouaby uonebnin 1oeduw
Buliolluon a|qisuodsay




OPTION TO AMEND LEASE AGREEMENT
(Parcel 145R)

THIS OPTION TO AMEND LEASE AGREEMENT (“Agreement”) is made and
entered into as of the 8th day of February , 2011, by and between the COUNTY OF
LOS ANGELES (“County”) and IWF MARINA VIEW HOTEL, L.P., a California limited
partnership (“Lessee”).

A. County, as lessor, and Interstate Properties, a limited partnership, and Real
Property Management, Inc., a joint venture (collectively, “Original Lessee”), as lessee, entered
into Lease No. 14404 dated December 31, 1968, as amended (the “Existing Lease’) concerning
the lease of certain real property in the Marina del Rey Small Craft Harbor commonly known as
Parcel No. 145R, as more particularly described in the Existing Lease (the “Premises”).

B. Lessee is the current successor-in-interest to the Original Lessee’s right,
title and interest as lessee under the Existing Lease.

C. The term of the Existing Lease is currently scheduled to expire on
December 31, 2028 (the “Existing Expiration Date”).

D. Lessee has requested County, and County is willing, to grant Lessee an
option to amend and restate the Existing Lease in its entirety upon the terms and conditions more
specifically set forth in this Agreement, including, without limitation, (i) an extension of the term
of the Existing Lease through December 31, 2067, and (ii) a complete renovation of the Premises
and the improvements located thereon in accordance with the terms and provisions hereof.

AGREEMENT

NOW, THEREFORE, for good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, County and Lessee agree as follows:

1. Grant of Option. County hereby grants to Lessee an option (the
“Option”) to amend and restate the Existing Lease in its entirety upon the terms and conditions
more specifically provided in this Agreement, including, without limitation (i) an extension of
the term of the Existing Lease through December 31, 2067, and (ii) the complete renovation of
the Premises and the Improvements (as defined in the form of Restated Lease) located thereon.
Such amended and restated lease shall be in the form of the Amended and Restated Lease
Agreement for Parcel 145R attached to this Agreement as Exhibit A (the “Restated Lease”).

2. Option Term. The term of the Option (the “Option Term”) shall
commence on the date of this Agreement and expire on that date (the “Option Expiration
Date”) that is the earlier of (i) sixty (60) days following the Conditions Satisfaction Date (as
defined below), or (i1) the first anniversary of the date of this Agreement (the “Outside
Expiration Date”); provided, however, if the Entitlements (as defined in Section 3.1) require a
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Local Coastal Program amendment, then the Outside Expiration Date shall be the second
anniversary of the date of this Agreement.

For purposes hereof, the “Conditions Satisfaction Date” shall mean the first
date upon which both of the Option Conditions set forth in Section 3 below have been satisfied.
If by the Outside Expiration Date set forth above in this Section 2 the Conditions Satisfaction
Date has not occurred because Lessee has been unable to satisfy either or both of the Option
Conditions and in the reasonable judgment of the Director of the Department of Beaches and
Harbors of the County (the “Director”) Lessee has proceeded with best efforts to satisfy the
Option Conditions but has been delayed in doing so as a result of (a) in the case of the non-
satisfaction of the Entitlements Condition, delays beyond normal entitlement processing periods
in the processing by the applicable governmental authorities of Lessee’s applications for the
Entitlements or the pendency of an appeal, proceeding or litigation described in clauses (a) and
(b) of Section 3.1 below, or delays resulting from Unreasonable County Activity (as defined in
Section 7.2 below) (collectively, an “Entitlements Condition Delay”), (b) in the case of the
non-satisfaction of the Project Financing Condition, as a result of a Financing Force Majeure
Event (as defined in Section 4 below), or (c) as a result of a General Force Majeure Event (as
defined below), then upon Lessee’s request Director shall extend the Outside Expiration Date by
one or more extensions. Such extension or extensions shall be limited to the period of any
Entitlements Condition Delay, Financing Force Majeure Event or General Force Majeure Event
(as applicable, and without duplication in the case, and to the extent, that delays are concurrent),
as determined in the reasonable judgment of Director, but in no event shall all extensions of the
Outside Expiration Date exceed six (6) months in the aggregate. Director shall have no
discretion to extend the Outside Expiration Date in the case of a Lessee Default (as defined in
Section 10.12 below) or if Lessee is in material breach or default of the Existing Lease after
notice and the expiration of any cure period applicable under the Existing Lease. For purposes
of this Agreement, “General Force Majeure Event” means a fire or other casualty, earthquake,
flood, tornado or other act of God that causes damage to the Premises or Improvements of a
nature or scope that prevents or delays the satisfaction of the Option Conditions.

Notwithstanding the six (6) month limitation on the extension of the Outside
Expiration Date set forth in the immediately preceding paragraph, in the case of the non-
satisfaction of the Entitlements Condition, if Lessee’s inability to satisfy the Entitlements
Condition is caused by (i) a moratorium, temporary restraining order, injunction or other court
order which prohibits the issuance of the Entitlements for the Renovation Work and all other
similar projects in Marina del Rey on land leased from the County, or (ii) after the issuance of
the Entitlements, the continued pendency of an appeal, proceeding or litigation (including all
appeals of such litigation) brought by a third party unaffiliated with Lessee that contests the
issuance of the Entitlements, then as long as there is not a Lessee Default under this Agreement
and Lessee is not in material breach or default of the Existing Lease (after notice and the
expiration of any applicable cure period under the Existing Lease), the Outside Expiration Date
shall be extended until sixty (60) days following the cessation of such moratorium, temporary
restraining order, injunction or other court order, or the denial, dismissal or other resolution in
favor of the issuance of the Entitlements, of such appeal, proceeding or litigation that contested
the issuance of the Entitlements, as applicable; provided, however, that the Outside Expiration
Date shall in no event be extended beyond the fourth (4th) anniversary of the date of this
Agreement.
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If Lessee desires to have the Outside Expiration Date extended pursuant to this
Section 2, then Lessee must deliver written notice to Director of its request for such extension
not later than thirty (30) days prior to the Outside Expiration Date, as such date may have been
previously extended; provided, however, that if the basis for the extension does not arise until
later than thirty (30) days prior to the Outside Expiration Date, then Lessee shall be required to
deliver its written request for the extension promptly following its discovery of the basis for the
requested extension.

If Director determines not to grant an extension of the Outside Expiration Date
requested by Lessee pursuant to the terms and provisions of this Section 2, then Lessee shall
have the right, within thirty (30) days following Director’s denial of such extension, to submit a
written request to the Board of Supervisors of County to reconsider such denial by the Director.

3. Option Conditions. In addition to any other requirements for exercise of
the Option set forth in this Agreement, the exercise by Lessee of the Option shall be subject to
the satisfaction of the following two conditions (the “Option Conditions™):

3.1 Lessee shall have received all discretionary planning and zoning
land use entitlements and approvals required to be obtained from governmental authorities
(including the County and the California Coastal Commission), and satisfied all requirements for
the issuance of a building permit (other than payment of the building permit fee), for the
construction of the Renovation Work (as defined in Section 5.1 of the form of Restated Lease)
on the Premises (collectively, the “Entitlements”), and both (a) the Entitlements shall not be
subject to further appeal, and (b) there shall be no proceeding or litigation pending to appeal the
issuance of the Entitlements, or to enjoin or restrain the performance of the Renovation Work
(not including any proceeding or litigation brought by or on behalf of Lessee or any direct or
indirect partner, shareholder or member of, or any other person or entity affiliated with, or
otherwise directly or indirectly having an ownership interest in, Lessee), or if such a proceeding
or litigation has been pending, then a dismissal, decision or judgment shall have been issued in
favor of the validity of the Entitlements, which dismissal, decision or judgment shall not be
subject to further appeal (collectively, the “Entitlements Condition”); and

3.2 Lessee shall have obtained Project Financing (as defined below)
for the Renovation Work (the “Project Financing Condition”). For purposes of this
Agreement, “Project Financing” means a construction loan from an institutional lender or
lenders, at an interest rate or rates and on other terms that are commercially reasonable, in
amounts that when combined with Lessee’s equity is reasonably expected to provide sufficient
funds to complete the Renovation Work, all as approved by Director in accordance with the
terms and provisions of Section 12.1 of the form of Restated Lease. If Lessee desires to fund the
cost of the Renovation Work entirely from Lessee equity, then upon demonstration by Lessee to
the reasonable satisfaction of Director of the availability of adequate equity funds, Lessee shall
be considered to have satisfied the condition of obtaining Project Financing set forth in this
Section 3.2. Notwithstanding any contrary provision of this Agreement, in no event shall Lessee
be entitled to claim a Financing Force Majeure Event based on Lessee’s desire to fund the cost of
the Renovation Work entirely or substantially from Lessee equity and Lessee being unable to
raise the necessary equity funds to do so; provided, however, that if a Financing Force Majeure
Event would exist irrespective of Lessee’s desire to fund the cost of the Renovation Work
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entirely or substantially from Lessee equity, then this sentence shall not affect the existence of
such Financing Force Majeure Event.

4. Financing Force Majeure Event. Lessee shall use good faith, diligent
efforts to satisfy the Project Financing Condition prior to the Outside Expiration Date. Upon
request from the Department during the Option Term, Lessee shall inform Director of the status
of Lessee’s efforts to obtain the Project Financing. If Lessee is unable to obtain Project
Financing by the Outside Expiration Date due to a Financing Force Majeure Event, then Lessee
shall have the right to request Director to extend the Outside Expiration Date in accordance with
Section 2 of this Agreement. For purposes of this Agreement, “Financing Force Majeure
Event” means an inability of Lessee to satisfy the Project Financing Condition due to an
industry-wide adverse condition in the real estate financing markets for projects similar to the
Premises located in the Los Angeles metropolitan area in which financing for such projects
generally is not available to developers on commercially reasonable terms. As a condition to
establishing a Financing Force Majeure Event, Lessee shall be required to demonstrate to the
reasonable satisfaction of Director the existence of the Financing Force Majeure Event. If
Lessee contests any determination by Director as to whether a Financing Force Majeure Event
exists or the duration of the extension which Lessee should receive as a result thereof, then
Lessee shall be entitled to submit its request for an extension directly to the County Board of
Supervisors for determination in accordance with the last paragraph of Section 2 of this
Agreement.

5. Exercise of Option. The Option shall be exercisable by Lessee only by
Lessee’s strict satisfaction on or before the Option Expiration Date of the following terms and
conditions (the “Exercise Requirements™): (a) Lessee shall notify County in writing of its
exercise of the Option (“Exercise Notice”); (b) Lessee shall accompany the Exercise Notice with
(1) Lessee’s execution and delivery to County of the Restated Lease with any additional terms
provided in this Agreement and any blank or bracketed terms set forth in Exhibit A hereto
completed in accordance with the terms and provisions of this Agreement; and (ii) payment of
the amount, if any, by which the Security Deposit required under Article 7 of the Restated Lease
exceeds the amount of the security deposit then maintained by Lessee with County pursuant to
Section 7 of the Existing Lease; (c) as of the date of Lessee’s delivery of the Exercise Notice
there shall not be a Lessee Default under this Agreement nor shall Lessee be in material breach
or default under the Existing Lease after notice from County and the expiration of any applicable
cure period set forth in the Existing Lease; (d) the Conditions Satisfaction Date shall have
occurred and there shall be no change in circumstances after the Conditions Satisfaction Date
that causes the Option Conditions to no longer continue to be satisfied; and (e) Director shall
have approved all plans, specifications and other materials for the Renovation Work required to
be submitted to Director pursuant to Section 7.3 of this Agreement. Upon Lessee’s proper and
timely exercise of the Option, County shall execute and deliver the Restated Lease as soon as
reasonably possible thereafter, but, in any event not later than forty-five (45) days following the
date of Lessee’s exercise of the Option. The Effective Date of the Restated Lease (as defined in
the form of Restated Lease) shall be the date the Restated Lease is executed and delivered by
County, which date shall be inserted into page 1 of the Restated Lease concurrent with County’s
execution and delivery thereof. If Lessee’s Project Financing is in a position to close within the
above forty-five (45) day period County agrees to cooperate with Lessee to effectuate a
concurrent closing of the Project Financing and County’s delivery of the Restated Lease such
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that the Effective Date of the Restated Lease is the same as the date of the close of Lessee’s
Project Financing; provided, however, in no event shall such agreement to cooperate be
interpreted to require County to delay the execution and delivery of the Restated Lease beyond
such forty-five (45) day period; and provided, further, that County shall not be required to
execute and deliver the Restated Lease unless within such forty-five (45) day period Lessee
continues to satisfy the Option Conditions and Lessee’s Project Financing is in a position to
close on or before the execution and delivery by County of the Restated Lease. Notwithstanding
the foregoing, Director shall have the authority in the exercise of Director’s good faith judgment,
but not the obligation, to extend the forty-five (45) day period in which Lessee is required to
close Lessee’s Project Financing for up to an additional thirty (30) days.

The failure of Lessee’s Project Financing to close or Lessee’s continuing
satisfaction of the conditions to County’s required execution and delivery of the Lease during the
above forty-five (45) day period (as such period may be extended by Director pursuant to the last
sentence of the immediately preceding paragraph) shall not in and of itself cause a termination of
the Option, and, as long as the Option Term has not expired, Lessee shall have the continuing
right to subsequently re-exercise the Option during the remainder of the Option Term if Lessee
once again satisfies all conditions to such exercise, subject to Lessee causing the closing of the
Project Financing and the continued satisfaction of the conditions to County’s execution and
delivery of the Restated Lease during the forty-five (45) day period (as such period may be
extended by Director pursuant to the last sentence of the immediately preceding paragraph)
following such subsequent re-exercise of the Option, in accordance with the terms and provisions
of this Section 5.

6. Option Fee/Extension Fee.

6.1 Option Fee. In consideration of County’s grant of the Option to
Lessee, Lessee shall pay to County concurrent with Lessee’s execution of this Agreement the
sum of One Hundred Thousand Dollars ($100,000.00) (the “Option Fee”). The Option Fee shall
be non-refundable, but shall be applied against the Extension Fee described below if Lessee
exercises the Option.

6.2 Extension Fee. If Lessee exercises the Option, Lessee shall pay
County an extension fee in the amount of One Hundred Thousand ($100,000.00) (the
“Extension Fee”) to compensate County for the value of the lease extension set forth in the
Restated Lease. The Option Fee shall be applied against the Extension Fee such that no
additional amount shall be required to be paid for the Extension Fee as a condition to, or in
connection with, Lessee’s exercise of the Option.

7. Entitlements and Plan Preparation During Option Term.

7.1 Obtaining Entitlements. During the Option Term, Lessee shall use
its best efforts to satisty the Option Conditions as soon as possible. Such efforts shall include
Lessee’s expenditure of such funds, including, without limitation, application fees, travel costs,
architectural fees and consulting and lobbying fees, as reasonably necessary to expedite the
permit, license and other approval processes.
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7.2 County Cooperation. In its proprietary capacity, the Department of
Beaches and Harbors of the County of Los Angeles (the “Department”) shall cooperate with
and assist Lessee, to the extent reasonably requested by Lessee, in Lessee’s efforts to obtain the
Entitlements. Such cooperative efforts may include the Department’s joinder in any application
for the Entitlements, where joinder therein by the Department is required or helpful; provided,
however, that Lessee shall reimburse County for the Actual Costs (as defined in the form of
Restated Lease) incurred by the Department in connection with such joinder or cooperative
efforts. Notwithstanding any contrary provision of this Agreement, Lessee and County
acknowledge that the approvals given by County under this Agreement and/or the Restated
Lease shall be approvals pursuant to its authority under Section 25536 or 25907 of the California
Government Code and given in its proprietary capacity; that approvals given under this
Agreement and/or the Restated Lease in no way release Lessee from obtaining, at Lessee’s
expense, all permits, licenses and other approvals required by law for the construction of the
Renovation Work and operation and other use of the Premises and Improvements; and that the
Department’s duty to cooperate and County’s approvals under this Agreement and/or the
Restated Lease do not in any way modify or limit the exercise of County’s governmental
functions or decisions as distinct from its proprietary functions pursuant to this Agreement
and/or the Restated Lease.

For the purposes of this Agreement, “Unreasonable County Activity” means
any of the following actions (or inactions) that occur after the date of this Agreement and prior to
the expiration of the Option Term: (i) the Department’s failure to provide required County
joinder, if any, as fee title owner of the Premises, in Lessee’s submittal to the applicable
governmental agency of the Final Plans and Specifications (as defined in Section 5.3 of the
Restated Lease) for the Renovation Work that are approved by the Department; or (ii) the
Department’s failure to take such other actions, at no cost or expense to County, in its proprietary
capacity, that are reasonably requested by Lessee and which are necessary for Lessee to proceed
with the permitting and approval process, or the taking by the Department of actions in its
proprietary capacity, without Lessee’s consent, which are in conflict with Lessee’s rights and
obligations under this Agreement and actually delay the receipt of the Entitlements; or (iii) the
Department’s failure to comply with the time periods imposed upon the Department under
Section 7.3 below, except in the case (if any) where a failure of the Department to notify Lessee
of its approval or disapproval of a matter constitutes County’s deemed approval of such matter,
or constitutes County’s deemed disapproval of such matter and County’s disapproval of such
matter is authorized under the circumstances. Nothing contained in this Section 7.2 or the other
provisions of this Agreement shall be construed as obliging the Department or the County to
support proposals, issue permits, or otherwise act in a manner inconsistent with County’s actions
under its regulatory powers. It shall not be Unreasonable County Activity if County fails to
accelerate the County’s customary regulatory permit or approval process. No action or inaction
shall constitute Unreasonable County Activity unless and until all of the following procedures
and requirements have been satisfied:

(a)  Within a reasonable time under the circumstances, Lessee must notify
Director in writing of the specific conduct comprising the alleged Unreasonable County
Activity, and the next opportunity, if any, for County to rectify such alleged conduct. If
Lessee fails to notify Director in writing as specified in the immediately preceding
sentence within five (5) days following Lessee’s discovery of the alleged Unreasonable
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County Activity, then notwithstanding any contrary provision of this Section 7.2, in no
event shall Lessee be entitled to any extension of the Option Term for any period of the
delay under this Section 7.2 that occurred prior to the date of Lessee’s notice described in
this paragraph (a).

(b)  Within seven (7) days following receipt of the notice alleging
Unreasonable County Activity, Director shall meet with Lessee or its authorized
representative in order to determine whether Unreasonable County Activity has occurred
and, if so, how such Unreasonable County Activity can be rectified and the duration of
the delay caused by such Unreasonable County Activity. If Director determines that
Unreasonable County Activity has occurred and that County can and will take rectifying
action, then the amount of delay under this Section 7.2 for the Unreasonable County
Activity shall equal the actual amount of delay in the receipt of the Entitlements directly
caused by the Unreasonable County Activity. If Director determines that Unreasonable
County Activity has occurred, but that County cannot take rectifying action (or if the
proposed rectifying action will not produce the results desired by Lessee), then Lessee
and Director shall establish the length of the delay in the receipt of the Entitlements likely
to be caused by the Unreasonable County Activity.

(c)  If, within fourteen (14) days following receipt of Lessee’s notice alleging
Unreasonable County Activity, Director and Lessee have not agreed in writing as to
whether delay in the receipt of the Entitlements due to Unreasonable County Activity has
occurred or the length of such delay, then the matter shall be referred to the Board of
Supervisors of the County for such determination.

7.3 Plans and Specifications for Renovation Work. The Renovation
Work shall be constructed by Lessee in accordance with and subject to the terms and provisions
of Article 5 of the Restated Lease. The requirements of Article 5 of the Restated Lease include,
without limitation, the obligation of Lessee to prepare and submit to the Director for the
Director’s approval certain plans, specifications, construction cost estimates and other materials
pertaining to the Renovation Work, as set forth in more detail in Section 5.3 of the Restated
Lease. The procedure for the preparation, submittal and approval of the plans, specifications,
construction cost estimates and other materials shall generally proceed in accordance with the
terms and provisions of the Restated Lease, except that during the period commencing on the
date of this Agreement and expiring on the earlier of Lessee’s exercise of the Option or the
Option Expiration Date, Lessee shall prepare and submit to Director for Director’s approval, any
portions of the plans, specifications and other materials described in Section 5.3 of the form of
Restated Lease that are required to be submitted to governmental authorities (including the
County, the Design Control Board and the California Coastal Commission) in connection with
Lessee’s applications for or receipt of the Entitlements for the Renovation Work. Lessee shall
accompany such plans, specifications and other materials with the construction cost estimates
described in Section 5.3 of the form of Restated Lease, as applicable. The standards and time
periods for Director’s review and approval of the materials submitted by Lessee pursuant to this
Section 7.3 shall be in accordance with the terms and provisions of Section 5.3 of the form of
Restated Lease, which terms and provisions are hereby incorporated into this Agreement by
reference. Such plans, specifications and other materials shall be prepared and submitted to
Director by Lessee in accordance with a schedule which shall facilitate Lessee’s satisfaction of
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all conditions precedent to the exercise of the Option on or before the Option Expiration Date. In
addition to the plans, specifications and materials required to be submitted by Lessee to Director
pursuant to this Section 7.3, Lessee shall have the right, at its election, but not the obligation, to
deliver to Director, for Director’s approval, additional plans, specifications and materials
pertaining to the Renovation Work. Director shall notify Lessee of its approval or disapproval of
such additional plans, specifications and materials within the time frames and in accordance with
the requirements of Section 5.3 of the form of Restated Lease. Notwithstanding the foregoing,
County acknowledges that prior to the date of this Agreement Director has reviewed and
approved the schematic plans and narrative description of the Renovation Work required under
Subsection 5.3.1 of the Restated Lease. Such approved schematic plans and narrative description
of the Renovation Work are set forth or referenced in the Renovation Plan attached as Exhibit B
to the Restated Lease.

8. Non-Exercise Lease Amendment. If Lessee does not exercise the Option
on or before the Option Expiration Date (or the Option is not exercisable by the Option
Expiration Date), then (a) the Option shall automatically terminate, and (b) at County’s election
by written notice from Director to Lessee, the Existing Lease shall be considered to be (or to
have been) automatically amended effective as of the Option Expiration Date (the “Effective
Amendment Date”) as follows (the “Non-Exercise Amendment”):

(1)  Section 12 of the Existing Lease shall be amended to read as
follows: “The annual square foot rental for the whole of the Premises herein demised
shall be 75% of the average aggregate square foot and percentage rentals payable for each
year during the three year period immediately preceding the Effective Amendment Date.
Effective at the end of the first and each successive three year period after the Effective
Amendment Date (until the next date on which the 10-year square foot and percentage
rental adjustments are to be effective under Section 15 of the Existing Lease) and at the
end of the first and each successive three year period after each of the dates on which the
10-year square foot and percentage rental adjustments are to be effective under Section
15 of the Existing Lease until the next such 10-year adjustment date, the annual square
foot rental for the whole of the Premises herein demised shall be adjusted to equal 75% of
the average aggregate square foot and percentage rentals payable for each year during the
three year period immediately preceding each of such respective adjustment dates.
Notwithstanding the foregoing, in no event shall the annual square foot rental payable
under this Lease ever be reduced below the annual square foot rental payable under this
Lease immediately prior to any adjustment set forth in this paragraph.”;

(i) the percentage rental categories and gross receipt percentages set
forth in Section 13 of the Existing Lease shall be amended in accordance with the
Percentage Rent categories and Gross Receipt percentages set forth in categories (a)
through (s1) of Subsection 4.2.2 of the form of Restated Lease;

(ii1) add Article 16 of the form of Restated Lease to the Existing Lease,
and amend Section 15 of the Existing Lease to provide for the determination and
resolution of square foot and percentage rental adjustments under Section 15 of the
Existing Lease in accordance with the terms, provisions and procedures set forth in
Subsections 4.4.2 through 4.4.5 and Article 16 of the form of Restated Lease (for
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purposes hereof, all references in such Subsections 4.4.2 through 4.4.5 to (I)
“Renegotiation Date” shall mean and refer to each respective date on which the 10-year
square foot and percentage rental adjustments are to be effective under Section 15 of the
Existing Lease; (II) “Fair Market Rental Value” shall mean and refer to the fair market
value referenced in Section 15 of the Existing Lease; and (III) “Annual Minimum Rent”
and “Percentage Rent” shall mean and refer to the square foot and percentage rentals
referenced in the Existing Lease);

(iv) amend and restate Section 18 of the Existing Lease in full in
accordance with Sections 2.2 and 2.3 of the form of Restated Lease;

(v) amend and restate Section 22 of the Existing Lease in full in
accordance with Article 11 (excepting Subsections 11.2.4 and 11.2.5) and Article 12
(excepting Sections 12.3.6 and 12.12) of the form of Restated Lease, provided that all
references in such Articles 11 and 12 to Net Proceeds Share, Net Refinancing Proceeds
and Sections 4.6 through 4.8 shall be deleted;

(vi) add the last four (4) sentences of Section 4.5 of the form of Restated
Lease to the Existing Lease;

(vii) amend and restate Section 7 of the Existing Lease in full in
accordance with Article 7 of the form of Restated Lease;

(viii) amend Sections 26 and 27 of the Existing Lease to adjust the
amount and scope of commercial general liability, automobile liability, garagekeeper’s
legal liability, workers compensation and employer’s liability insurance coverage
required to be carried by Lessee to equal the amounts and coverages set forth in
Subsections 9.1.1, 9.1.2 and 9.1.3 of the form of Restated Lease, to add to Section 26 of
the Existing Lease the provisions of Subsection 9.1.7 of the form of Restated Lease, and
to add to Section 26 of the Existing Lease the provisions of Section 9.6 of the form of
Restated Lease;

(ix) amend and restate Sections 8 and 10 of the Existing Lease in
accordance with Sections 5.3, 5.4, 5.7, 5.8, 5.9 and 5.10 of the Restated Lease, except
that all references to the “Renovation Work™ shall be deleted and the terms and
conditions of such Sections shall be applicable only to “Alterations;”

(x) amend and restate Sections 30, 31 and 32 of the Existing Lease in
full in accordance with Article 14 of the form of Restated Lease, except that all
references in Article 14 of the form of Restated Lease to “Net Proceeds Share,” “Net
Refinancing Proceeds” and “Permitted Capital Expenditures” shall be deleted;

(xi) add to the Existing Lease the third sentence of the third paragraph
of Section 3.1 of the Restated Lease;

(xii) add Section 10.3 and Section 10.4 of the form of Restated Lease to
the Existing Lease (for purposes hereof, the reference in Section 10.4 of the form of
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Restated Lease to “Sections 10.1 through 10.3 above” shall mean and refer to Section 35
of the Existing Lease, as amended); and

(xiii) incorporate into the Existing Lease the definitions of capitalized
terms used in the form of Restated Lease to the extent such terms are used in this Non-
Exercise Amendment pursuant to clauses (i) through (xii) above.

For purposes of the Non-Exercise Amendment, all references in the form of Restated Lease to
the “Effective Date” shall mean and refer to the Effective Amendment Date set forth above.
Within thirty (30) days after request by County, County and Lessee shall execute and deliver a
written document confirming the modifications to the Existing Lease set forth in this Section 8,
but Lessee’s failure to execute such written document upon request by County shall not affect
the effectiveness of the Non-Exercise Amendment, which, at County’s election by written notice
from Director to Lessee, shall become automatically effective as of (or retroactive to) the Option
Expiration Date if Lessee does not exercise the Option on or before the Option Expiration Date
(or the Option is not exercisable by the Option Expiration Date).

0. County Costs. Regardless of whether Lessee exercises the Option, Lessee
shall promptly reimburse County for the Actual Costs (as defined in the form of Restated Lease)
incurred by County in the review, negotiation, preparation, documentation and administration of
this Agreement, the Restated Lease and the term sheets and memoranda that precede or preceded
any of the foregoing. Lessee shall pay all of such Actual Costs that were incurred prior to or as
of the date of this Agreement concurrent with Lessee’s execution and delivery of this
Agreement. Lessee shall pay any such Actual Costs incurred by County subsequent to the date
of this Agreement within thirty (30) days following receipt by Lessee of an invoice from the
County for such Actual Costs.

10.  Miscellaneous.
10.1  Time is of the Essence. Time is of the essence of this Agreement,

including, without limitation, with respect to all times, restrictions, conditions and limitations set
forth herein.

10.2  Waivers. Except as stated in writing by the waiving party, any
waiver by either party of any breach of any one or more of the covenants, conditions, terms or
provisions of this Agreement shall not be construed to be a waiver of any subsequent or other
breach of the same or of any other covenant, condition, term or provision of this Agreement, nor
shall failure on the part of either party to require exact, full and complete compliance with any of
the covenants, conditions, terms or provisions of this Agreement be construed to in any manner
change the terms hereof or estop that party from enforcing the full provisions hereof.

10.3  Notices. All notices required or permitted to be given under this
Agreement shall be given in accordance with the terms and provisions of Section 15.10 of the
form of Restated Lease.

10.4 Captions. The captions contained in this Agreement are for

informational purposes only, and are not to be used to interpret or explain the particular
provisions of this Agreement.
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10.5 Attorneys’ Fees. In the event of any action, proceeding or
arbitration arising out of or in connection with this Agreement, whether or not pursued to
judgment, the prevailing party shall be entitled, in addition to all other relief, to recover its costs
and reasonable attorneys’ fees, including without limitation, attorneys’ fees for County
Counsel’s services where County is represented by the County Counsel and is the prevailing

party.

10.6 No Assignment. Lessee shall have no right to assign or transfer its
rights or obligations under this Agreement to any other person or entity, without the express
written consent of County, which consent may be withheld by County in its sole and absolute
discretion; provided, however, Lessee shall have the right to assign its rights and obligations
under this Agreement to the same entity to whom Lessee assigns its leasehold interest under the
Existing Lease in an assignment of the Existing Lease that is approved by County.

10.7 Entire Agreement. This Agreement sets forth the full and
complete understanding of the parties relating to the subject matter hereof, and supercedes any
and all agreements, understandings and representations made prior hereto with respect to such
matters.

10.8 Joint Effort. Preparation of this Agreement has been a joint effort
of the parties, and the resulting document shall not be construed more severely against one of the
parties than against the other.

10.9  Applicable Law. This Agreement shall be governed by, and
construed and enforced in accordance with, the laws of the State of California.

10.10 Counterparts. This Agreement may be signed in any number of
counterparts. Each counterpart shall represent an original of this Agreement and all such
counterparts shall collectively constitute one fully-executed document.

10.11 Successors and Assigns. Subject to Section 10.6 above, the rights
and obligations of the parties under this Agreement shall be binding upon the parties’ respective
successors and assigns.

10.12 Lessee Default. For purposes of this Agreement, a “Lessee
Breach” under this Agreement means a failure of Lessee to perform or comply with any material
obligation or covenant of Lessee under this Agreement. For purposes of this Agreement, a
“Lessee Default” under this Agreement means Lessee’s failure to cure a Lessee Breach under
this Agreement within (a) ten (10) days after Lessee’s receipt of written notice from County in
the case of the payment of money, or (b) thirty (30) days after Lessee’s receipt of written notice
from County in the case of any other obligation or covenant of Lessee under this Agreement;
provided, however, that if the nature of the Lessee Breach under this clause (b) is such that it
cannot with reasonable diligence be cured within thirty (30) days, then the cure period set forth
in this clause (b) shall be extended for such additional period as reasonably required for the cure
of the Lessee Breach as long as Lessee commences cure of the Lessee Breach within thirty (30)
days after Lessee’s receipt of written notice from County and diligently prosecutes such cure to
completion.
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10.13 Representation Regarding Existing Encumbrances. Lessee
represents and warrants to County that as of the date of this Agreement there are no deeds of
trust, mortgages or other security interests that encumber Lessee’s interest in the Existing Lease
or the Premises other than the “Deed of Trust” referenced in the Lender Consent attached to this
Agreement. The grant of the Option set forth herein is contingent upon (a) the accuracy of the
foregoing representation and warranty, and (b) the execution by the beneficiary of such Deed of
Trust and delivery to County of such executed Lender Consent concurrent with the execution and
delivery of this Agreement by Lessee and County.

10.14 Exhibits. Exhibit A attached to this Agreement is hereby expressly
incorporated herein by reference.

SIGNATURES ON FOLLOWING PAGE
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IN WITNESS WHEREOF, County and Lessee have entered into this Agreement

as of the date first set forth above.
THE C OERLOS AEE?ES E: §
By: ;

Mayor, Board of Supervisors

IWF MARINA VIEW HOTEL, L.P., a California
limited partnership

By: IWF Marina View Hotel, LLC, a California
limited liability company, its general partner

By:  Invest West Financial, LLC, a
California limited liability company,
its sole member

L4
By:
Name: . U~
Title:

ATTEST:

SACHI A. AMAT Execitive Officer
of the Bo. f Supervisors

SaChll Lonclheima

Deputy

*hes Dasn maeds.

APPROVED AS TO FORM:

- ANDREA SHERIDAN ORDIN,
County Coupsge

By: /(/'/'

L { Depﬁ't§

APPROVED AS TO FORM:
18 FEBg§ 201
MUNGER, TOLLES & OLSON LLP

By: g‘!‘/‘-:—/\ }*{ W ;&&” JTWA&
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LENDER CONSENT

The undersigned represents that it is the current beneficiary under that certain
Deed of Trust, Assignment of Rents, Security Agreement and Fixture Filing dated May
15, recorded in the Official Records of Los Angeles County, California on May 22, 2006
as Instrument No. 06-1115104 (the “Deed of Trust”). As such beneficiary the
undersigned hereby consents to Section 8 of the foregoing Option to Amend Lease
Agreement and agrees that the Deed of Trust shall be subject and subordinate to any
Non-Exercise Amendment that occurs pursuant to Section 8 of such Option to Amend
Lease Agreement. This is not a consent by the undersigned to the Restated Lease, as
such term is defined in the Option to Amend Lease Agreement.

Santa Barbara Bank & Trust, a division of
Pacific Capital Bank, N.A.,
a national assocation

o Oludsty

Donald E. Rapp, Senior Vice President




EXHIBIT A

FORM OF RESTATED LEASE

10112300.5 B-1



AMENDED AND RESTATED LEASE AGREEMENT
PARCEL 145R — MARINA DEL REY

THIS AMENDED AND RESTATED LEASE AGREEMENT (“Lease”) is made and
entered into as of September 51, 2012 (“Effective Date”), by and between the COUNTY OF
LOS ANGELES (“County™), as lessor, and IWF MARINA VIEW HOTEL, L.P., a California
limited partnership (together with its permitted successors and assigns, “Lessee”), as lessee.

RECITALS

WHEREAS, County, as lessor, and Interstate Properties, a limited partnership, and Real
Property Management, Inc., a joint venture (collectively, “Original Lessee™), as lessee, entered
into Lease No. 14404 dated December 31, 1968, as amended (the “Existing Lease™) concerning
the lease of certain real property in the Marina del Rey Small Craft Harbor commonly known as
Parcel No. 145R and more specifically described on Exhibit A attached hereto and incorporated
herein by this reference (the “Premises™);

WHEREAS, the term of the Existing Lease commenced on January 1, 1969 and was
scheduled to expire on December 31, 2028 (the “Existing Expiration Date™);

WHEREAS, Lessee is the current successor-in-interest to the Original Lessee’s right, title
and interest as lessee under the Existing Lease;

WHEREAS, County and Lessee entered into that certain Option to Amend Lease
Agreement (Parcel 145R) dated as of February 8, 2011 (the “Option Agreement™), pursuant to
which County granted Lessee an option (the “Option™) to amend and restate the Existing Lease
in its entirety, upon the terms and conditions more specifically provided herein, including,
without limitation, (i) the extension of the term of the Existing Lease through December 31,
2067, and (ii) the renovation of the improvements on the Premises in accordance with the terms
and provisions set forth in this Lease; and

WHEREAS, Lessee has exercised the Option in accordance with the terms and
provisions of the Option Agreement.

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 are hereby acknowledged, County and Lessee
agree that the Existing Lease is hereby amended and restated in its entirety, as follows:

1. BACKGROUND AND GENERAL.

1.1 Definitions. The defined terms in this Lease shall have the following meanings:
1.1.1 - “ACCOUNTING YEAR” shall have the meaning set forth in Section 14.7.

1.1.2 “ACTUAL COST” shall mean (i) the reasonable out-of-pocket costs and
expenses incurred by County with respect to a particular activity or procedure, including without
limitation, expenditures to third party legal counsel, financial consultants and advisors (including

1
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limitation, expenditures to third party legal counsel, financial consultants and advisors (including
the use of County’s environmental consultant), (ii) costs incurred in connection with appraisals,
(ii1) the reasonable value of services actually provided by County’s in-house counsel, and (iv) the
reasonable value of services actually provided by County’s lead lease negotiator/administrator and
any other lease auditors and other County administrative staff below the level of deputy director
(the administrative level which is two levels below County department head) required by the lead
lease negotiator/administrator for technical expertise or assistance. In those instances in which
Lessee is obligated to reimburse County for its Actual Costs incurred in performing obligations
required to be performed by Lessee under this Lease which Lessee fails to perform within the
applicable cure period, if any, provided under this Lease, Actual Costs shall also include a
reasonable allocation of County overhead and administrative costs to compensate County for
performing such obligations on behalf of Lessee.

1.1.3  “ADA” shall have the meaning set forth in Section 1.2.1.

1.1.4 “ADDITIONAL DISPUTES” shall have the meaning set forth in Section
16(a).

1.1.5  “ADJUSTMENT DATES” shall have the meaning set forth in Section 4.3.

1.1.6  “ADMINISTRATIVE CHARGE” shall have the meaning set forth in
Section 4.6.

1.1.7 “AGGREGATE TRANSFER” shall have the meaning set forth in
Subsection 4.6.3.

1.1.8  “ALTERATIONS” shall have the meaning set forth in Section 5.2.
1.1.9  “ANTENNAE?” shall have the meaning set forth in Subsection 3.2.2.5.

1.1.10 “ANNUAL MINIMUM RENT” shall have the meaning set forth in
Subsection 4.2.1.

1.1.11  “ANNUAL RENT” shall have the meaning set forth in Section 4.2.

1.1.12 “APPLICABLE LAWS” shall have the meaning set forth in Subsection
1.2.1.

1.1.13  “APPLICABLE RATE” shall mean an annually compounded rate of
interest equal to the lesser of (a) ten percent (10%) per annum or (b) the Prime Rate plus three
percent (3%) per annum; provided, however, that the Applicable Rate shall in no event exceed the
maximum rate of interest which may be charged pursuant to Applicable Laws.

1.1.14 “APPLICABLE RENOVATION COSTS” shall have the meaning set
forth in Section 5.1.

1.1.15 “APPROVED GOVERNMENTAL CHANGES” shall mean any changes
to the Renovation Work (or other Alterations, as applicable) required by the California Coastal
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Commission or other applicable governmental agency as a condition to the issuance of required
governmental permits and approvals for such Renovation Work (or other Alterations, as
applicable), except for any change that is a Material Modification.

“ASSIGNMENT STANDARDS” shall have the meaning set forth in

“AUDITOR-CONTROLLER?” shall mean the Auditor-Controller of the

“AWARD?” shall have the meaning set forth in Subsection 6.1.3.
“BASE VALUE” shall have the meaning set forth in Subsection 4.8.1.1.

“BENEFICIAL INTEREST” shall have the meaning set forth in

“BOARD” shall mean the Board of Supervisors for the County of Los

“BUSINESS DAY shall have the meaning set forth in Section 17.3.

“CALCULATION NOTICE” shall have the meaning set forth in Section

“CAPITAL IMPROVEMENT FUND” shall have the meaning set forth in

“CHANGE OF OWNERSHIP” shall have the meaning set forth in

“CHANGE OF CONTROL” shall have the meaning set forth in

“CITY” shall mean the City of Los Angeles, California.

“CONDEMNATION” shall have the meaning set forth in Subsection

“CONDEMNOR?” shall have the meaning set forth in Subsection 6.1.4.

1.1.16
Section 11.2.

1.1.17
County of Los Angeles, California.

1.1.18

1.1.19

1.1.20
Subsection 4.6.4.

1.1.21
Angeles.

1.1.22

1.1.23
4.7.

1.1.24
Section 5.13.

1.1.25
Subsection 4.6.1.

1.1.26
Subsection 4.6.1.

1.1.27

1.1.28
6.1.1.

1.1.29

1.1.30

“CO DATE” means the date of the issuance of a certificate of occupancy

(whether temporary or permanent) or other applicable governmental certificate or approval, for
legal use and occupancy of the Hotel, as renovated by the Renovation Work.

1.1.31

“CONSTRUCTION COMPLETION DATE” means the date of the

substantial completion of the Renovation Work, including the receipt of a certificate of occupancy
(whether temporary or permanent) or other applicable governmental certificate or approval, for
legal use and occupancy of the Hotel, as renovated by the Renovation Work.
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1.1.32
Subsection 4.2.1.

1.1.33

“CONSTRUCTION PERIOD” shall have the meaning set forth in

“CONSUMER PRICE INDEX” shall mean 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 reasonably agreed upon by County and

Lessee.

1.1.34

1.1.35
Lease.

1.1.36
11.2.4.

1.1.37
Subsection 11.2.4.

1.1.38
4.4.5 of this Lease.

1.1.39
Subsection 2.3.2.

1.1.40

1.1.41
6.1.2.

1.1.42

Subsection 2.3.2.

1.1.43

“COST” shall have the meaning set forth in Subsection 4.2.2.3(6).

“COUNTY” shall have the meaning set forth in the first paragraph of this

“COUNTY OPTION?” shall have the meaning set forth in Subsection

“COUNTY OPTION PRICE” shall have the meaning set forth in

“COUNTY POOL RATE” shall have the meaning set forth in Subsection

“COUNTY REMOVAL NOTICE” shall have the meaning set forth in

“CVB PAYMENT” shall have the meaning set forth in Subsection 4.2.2.9.

“DATE OF TAKING” shall have the meaning set forth in Subsection

“DEFAULT TERMINATION” shall have the meaning set forth in

“DEMOLITION AND REMOVAL REPORT” shall have the meaning set

forth in Subsection 2.3.2.

1.1.44
Subsection 2.3.2.

1.1.45

“DEMOLITION SECURITY” shall have the meaning set forth in

“DEPARTMENT” shall mean the Department of Beaches and Harbors of

the County of Los Angeles.

1.1.46

“DIRECTOR” shall mean the Director of the Department of Beaches and

Harbors of the County of Los Angeles or any successor County officer responsible for the
administration of this Lease.
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1.1.47 “DISQUALIFICATION JUDGMENT” shall have the meaning set forth in
Subsection 16.14.1.

1.1.48 “DOCUMENTED TRANSACTION COSTS” shall have the meaning set
forth in Subsection 4.8.1.2.

1.1.49 “EFFECTIVE DATE” shall have the meaning set forth in the first
paragraph of this Lease.

1.1.50 “ENCUMBRANCE?” shall have the meaning set forth in Subsection
12.1.1.

1.1.51 “ENCUMBRANCE HOLDER” shall have the meaning set forth in
Subsection 12.1.1.

1.1.52 “ENR INDEX” shall mean the Engineering News Record (ENR)
Construction Cost Index for the Los Angeles Area, or such substitute index upon which the parties
may reasonably agree if such index is no longer published or otherwise available.

1.1.53 “EQUITY ENCUMBRANCE HOLDER” shall have the meaning set forth
in Subsection 12.1.1.

1.1.54 “EQUITY FORECLOSURE TRANSFEREE” shall have the meaning set
forth in Subsection 12.2.1.

1.1.55 “ESTIMATED COSTS” shall have the meaning set forth in Subsection
2.3.2.

1.1.56 “EVENTS OF DEFAULT” shall have the meaning set forth in Section
13.1.

1.1.57 “EXCESS PERCENTAGE RENT PAYMENT” shall have the meaning
set forth in Subsection 4.2.2.4.

1.1.58 “EXCLUDED CONDITIONS” shall have the meaning set forth in
Subsection 1.2.3.

1.1.59 “EXCLUDED DEFAULTS” shall have the meaning set forth in
Subsection 12.3.3.

1.1.60 “EXCLUDED TRANSFERS” shall have the meaning set forth in
Subsection 4.6.2.

1.1.61 “EXISTING EXPIRATION DATE” shall have the meaning set forth in
the first paragraph of the Recitals to this Lease.

1.1.62 “EXISTING LEASE” shall have the meaning set forth in the first
paragraph of the Recitals to this Lease.

10122777.5



1.1.63 “EXTENDED TIME” shall have the meaning set forth in Section 15.15.

1.1.64 “FAIR MARKET RENTAL VALUE” shall have the meaning set forth in
Subsection 4.4.1.

1.1.65 “FF&E FUND” shall have the meaning set forth in Section 5.14.

1.1.66 “FINAL PLANS AND SPECIFICATIONS” shall have the meaning set
forth in Subsection 5.3.3.

1.1.67 “FINANCING EVENT” shall have the meaning set forth in Subsection
12.1.1.

1.1.68 “FIRST ADJUSTMENT DATE” shall have the meaning set forth in
Subsection 4.2.1.

1.1.69 “FORCE MAJEURE” shall mean any inability of a party to perform any
non-monetary obligation under this Lease due to fire or other casualty, earthquake, flood, tornado
or other act of God, civil disturbance, war, organized labor dispute, freight embargo,
governmental order or other unforeseeable event beyond the reasonable control of the party
required to perform the subject obligation, including, in the case of a delay in the commencement
or completion by Lessee of the Renovation Work or the Subsequent Renovation, a delay in such
construction caused by a hidden condition, including without limitation environmental
contamination, relating to the foundation, substructure or subsurface of the Premises which was
not known to Lessee as of the commencement of such construction activity, although Lessee shall,
to the extent possible, commence and complete the portions, if any, of the work, not impacted by
such delay within the timeframes set forth in this Lease. In addition, in the case of the
construction of the Renovation Work or Subsequent Renovation, Force Majeure shall also include
(a) Unreasonable County Activity, as defined in and subject to the terms and conditions of Section
5.6 of this Lease; and (b) an injunction or restraining order against the performance of the
Renovation Work or Subsequent Renovation issued pursuant to a court action commenced by a
plaintiff other than County or the California Coastal Commission acting in their governmental
capacity, Lessee, or any person or entity affiliated with Lessee; provided, however, regardless of
whether Lessee is a named party in the action, as a condition to this clause (b) Lessee shall
diligently pursue the removal of any such restraining order or injunction and shall exhaust all
commercially reasonable efforts to appeal such restraining order or injunction.

1.1.70 “FORECLOSURE TRANSFER” shall have the meaning set forth in
Subsection 12.2.1.

1.1.71 “FORECLOSURE TRANSFEREE” shall have the meaning set forth in
Subsection 12.2.1.

1.1.72  “GROSS ERROR?” shall have the meaning set forth in Subsection 16.15.4.

1.1.73  “GROSS RECEIPTS” shall have the meaning set forth in Subsection
42223.
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1.1.74
Section 4.8.

1.1.75
(2)
(b)

“GROSS TRANSFER PROCEEDS” shall have the meaning set forth in

“HAZARDOUS SUBSTANCES” shall mean the following:

petroleum, any petroleum by-products, waste oil, crude oil or natural gas;

any material, waste or substance that is or contains asbestos or

polychlorinated biphenyls, or is radioactive, flammable or explosive; and

(©)

any substance, product, waste or other material of any nature whatsoever

which is or becomes defined, listed or regulated as a “hazardous substance,” “hazardous

material,” “hazardous waste,

29 ¢ 29 ¢¢

toxic substance,” “solid waste” or similarly defined

substance pursuant to any Applicable Laws.

1.1.76

1.1.77

“HOTEL” means the hotel located on the Premises.

“IMPROVEMENTS” means all buildings, structures, fixtures, fences,

fountains, walls, paving, parking areas, driveways, walkways, plazas, landscaping, permanently
affixed utility systems, and other improvements now or hereafter located on the Premises.

1.1.78
Subsection 4.8.1.1.
1.1.79
1.1.80
12.4.1(2)(a).
1.1.81
1.1.82
Subsection 12.3.1.
1.1.83
forth in Section 9.6.
1.1.84
1.1.85
1.1.86
1.1.87
Lease.
1.1.88
11.2.4.
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“IMPROVEMENT COSTS” shall have the meaning set forth in

“INCOME APPROACH?” shall have the meaning set forth in Section 6.5.

“INITIAL CURE PERIOD” shall have the meaning set forth in Subsection

“INITIATING PARTY?” shall have the meaning set forth in Section 16 (a).

“INSTITUTIONAL LENDER” shall have the meaning set forth in

“INSURANCE RENEGOTIATION DATE” shall have the meaning set

“LATE FEE” shall have the meaning set forth in Section 4.5.
“LEASE” shall have the meaning set forth in the first paragraph above.
“LEASE YEAR?” shall have the meaning set forth in Section 2.1.

“LESSEE” shall have the meaning set forth in the first paragraph of this

“LESSEE SALE PRICE” shall have the meaning set forth in Subsection



1.1.89 “MAINTENANCE STANDARD?” shall have the meaning set forth in
Section 10.1.

1.1.90 “MAJOR SUBLEASE” shall have the meaning set forth in Subsection
11.1.1.

1.1.91 “MAJOR SUBLESSEE” shall have the meaning set forth in Subsection
11.1.1.

1.1.92 “MATERIAL MODIFICATION” shall mean a modification to the
Renovation Work (or other Alterations, as applicable) with respect to which any one of the
following applies: (1) the total cost of the modifications exceeds one percent (1%) of the total
estimated construction cost of the Renovation Work (or the other Alterations that are then
proposed to be constructed by Lessee); (2) the proposed modification is structural in nature; (3)
the modification materially affects or is visible from the exterior of the Improvements; (4) the
modification is not in compliance with the Permitted Uses under this Lease; or (5) the
modification (a) changes the total number of hotel rooms, or (b) reduces the number of parking
spaces, except for a corresponding reduction in the number of parking spaces required for the
Improvements (based on parking ratios required under Applicable Law, without variance)
resulting from a reduction in the square footage or number of hotel rooms.

1.1.93 “MINIMUM STANDARDS” shall mean the requirements of Policy
Statement No. 25 and the Specifications and Minimum Standards of Architectural Treatment and
Construction for Marina del Rey approved in 1989, as modified by County or the Department
from time to time in a manner consistent with commercially reasonable standards applicable to
other comparable commercial projects in Marina del Rey.

1.1.94 “MONTHLY MINIMUM RENT” shall have the meaning set forth in
Subsection 4.2.1.

1.1.95 “NET AWARDS AND PAYMENTS” shall have the meaning set forth in
Section 6.7.

1.1.96 “NET PROCEEDS SHARE” shall have the meaning set forth in Section
4.6.

1.1.97 “NET REFINANCING PROCEEDS” shall have the meaning set forth in
Subsection 4.8.5.

1.1.98 “NET TRANSFER PROCEEDS” shall have the applicable meaning set
forth in Subsection 4.8.1 or 4.8.2.

1.1.99 “NOTICE OF COMPLETION” shall have the meaning set forth in
Subsection 5.7.7.

1.1.100 “OPERATING COVENANT EXCEPTIONS” shall have the meaning set
forth in Section 3.3.
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1.1.101 “OPTION” shall have the meaning set forth in the fourth paragraph of the
Recitals to this Lease.

1.1.102 “OPTION AGREEMENT” shall have the meaning set forth in the fourth
paragraph of the Recitals to this Lease.

1.1.103 “OPTION FEE” shall have the meaning set forth in Subsection 4.8.1.1.

1.1.104 “ORIGINAL LESSEE” shall have the meaning set forth in the first
paragraph of the Recitals to this Lease.

1.1.105 “OWNERSHIP INTERESTS” shall have the meaning set forth in
Subsection 12.1.1.

1.1.106 “PARTIAL TAKING” shall have the meaning set forth in Section 6.5.

1.1.107 “PAYMENT BOND” shall have the meaning set forth in Subsection
543.2.

1.1.108 “PERCENTAGE RENT” shall have the meaning set forth in Subsection
4.2.2.

1.1.109 “PERFORMANCE BOND” shall have the meaning set forth in
Subsection 5.4.3.1.

1.1.110 “PERMITTED CAPITAL EXPENDITURES” shall have the meaning set
forth in Section 5.13.

1.1.111 “PERMITTED USES” shall have the meaning set forth in Section 3.1.

1.1.112 “PORTION SUBJECT TO DEMOLITION” shall have the meaning set
forth in Subsection 2.3.2.

1.1.113 “POST TERM REMOVAL PERIOD” shall have the meaning set forth in
Subsection 2.3.2.

1.1.114 “PREMISES” shall have the meaning set forth in the first paragraph of the
Recitals to this Lease.

1.1.115 “PRIMARY COVERAGE?” shall have the meaning set forth in Subsection
9.1.1.

1.1.116 “PRIME RATE” shall mean the prime or reference rate announced from
time to time by Bank of America, N.A. or it successor, or if Bank of America, N.A. and its
successor cease to exist then the prime or reference rate announced from time to time by the
largest state chartered bank in California in term of deposits.

1.1.117 “PROPOSED TRANSFER” shall have the meaning set forth in
Subsection 11.2.4.
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1.1.118 “PUBLIC WORKS DIRECTOR?” shall mean the Director of the
Department of Public Works of the County of Los Angeles.

1.1.119 “PURCHASE MONEY NOTE” shall have the meaning set forth in
Subsection 4.7.2.

1.1.120 “RENEGOTIATION DATES” shall have the meaning set forth in Section
4.4.

1.1.121 “RENOVATION PLAN” shall have the meaning set forth in Section 5.1.
1.1.122 “RENOVATION WORK?” shall have the meaning set forth in Section 5.1.
1.1.123 “REPLY” shall have the meaning set forth in Section 16.5.

1.1.124 “REQUEST FOR ARBITRATION” shall have the meaning set forth in
Section 16(a).

1.1.125 “REQUIRED CONSTRUCTION COMMENCEMENT DATE” shall have
the meaning set forth in Section 5.1.

1.1.126 “REQUIRED CONSTRUCTION COMPLETION DATE” shall have the
meaning set forth in Section 5.1.

1.1.127 “REQUIRED COST AMOUNT” shall have the meaning set forth in

Section 5.1.

1.1.128 “REQUIRED HOTEL STANDARD” shall have the meaning set forth in
Section 3.1.

1.1.129 “RESPONSE” shall have the meaning set forth in Section 16(a).

1.1.130 “RESPONDING PARTY"” shall have the meaning set forth in Section
16(a).

1.1.131 “REVERSION” shall have the meaning set forth in Section 12.12.

1.1.132 “REVERSION AMENDMENT” shall have the meaning set forth in
Section 5.1.

1.1.133 “REVERSION CONDITION” shall have the meaning set forth in Section
12.12.

1.1.134 “SECURITY DEPOSIT” shall have the meaning set forth in Section 7.1.

1.1.135 “SEPARATE DISPUTE” shall have the meaning set forth in Subsection
16.10.1.

1.1.136 “STATE” shall mean the State of California.
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1.1.137 “STATEMENT OF POSITION” shall have the meaning set forth in
Subsection 16.5(2)(a).

1.1.138 “SUBLEASE” shall have the meaning set forth in Subsection 11.1.1.
1.1.139 “SUBLESSEE” shall have the meaning set forth in Subsection 11.1.1.

1.1.140 “SUBSEQUENT RENOVATION” shall have the meaning set forth in
Section 5.11.

1.1.141 “SUBSEQUENT RENOVATION FUND shall have the meaning set
forth in Section 5.12.

1.1.142 “SUBSEQUENT RENOVATION PLAN” shall have the meaning set
forth in Section 5.11.

1.1.143 “substantial completion” means the completion of the Renovation Work,
Subsequent Renovation or other work of Improvement (as applicable), including without
limitation, the receipt of a certificate of occupancy (whether temporary or permanent) or other
applicable governmental certificate or approval for legal use and occupancy of the subject
Improvements (if applicable with respect to the particular work), subject only to minor punch-list
items that do not interfere with the use and occupancy of the subject Improvements, provided that
any such minor punch-list items are completed in a diligent manner as soon as reasonably possible
thereafter.

1.1.144 “TERM” shall have the meaning set forth in Section 2.1.

1.1.145 “TIME OF THE ESSENCE” shall have the meaning set forth in Section
15.2.

1.1.146 “UMBRELLA COVERAGE” shall have the meaning set forth in
Subsection 9.1.1.

1.1.147 “UNINSURED LOSS” shall have the meaning set forth in Section 10.5.

1.1.148 “WRITTEN APPRAISAL EVIDENCE” shall have the meaning set forth
in Section 16.7.

1.2 Lease. For and in consideration of the payment of rentals and the performance of
all the covenants and conditions of this Lease, County hereby leases to Lessee, and Lessee hereby
leases and hires from County, an exclusive right to possess and use, as tenant, the Premises for the
Term (as hereinafter defined) and upon the terms and conditions and subject to the requirements
set forth herein. This Lease fully amends, restates, replaces and supersedes the Existing Lease.

1.2.1  As-Is. Lessee acknowledges that (1) it is currently in possession of the
Premises, (2) Lessee or its predecessors-in-interest have continuously occupied and/or managed
and operated the Premises since 1969, and (3) the Improvements now existing on the Premises
were constructed by Lessee or its predecessors with contractors selected by them. Except as
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provided in Subsection 1.2.3, 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 as of the Effective Date, and Lessee hereby represents that it has performed all
investigations that it deems necessary or appropriate with respect to the condition of the Premises
or Improvements. Lessee hereby accepts the Premises on an “AS-IS, 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 County or any other governmental
authority or public agency, or their respective agents or employees, as to any matters concerning
the Premises or any Improvements located thereon, including without limitation: (i) the quality,
nature, adequacy and physical condition and aspects of the Premises or any Improvements located
thereon, including, but not limited to, the structural elements, foundation, roof, protections against
ocean damage, erosion, appurtenances, access, landscaping, parking facilities and the electrical,
mechanical, heating, ventilating and air conditioning, plumbing, sewage and utility systems,
facilities and appliances, and the square footage of the land or Improvements, (ii) the quality,
nature, adequacy and physical condition of soils, geology and any groundwater, (iii) the existence,
quality, nature, adequacy and physical condition of utilities serving the Premises and the
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 or
any Improvements located thereon for any particular purpose, (v) the zoning, entitlements or other
legal status of the Premises or Improvements, and any public or private restrictions affecting use
or occupancy of the Premises or Improvements, (vi) the compliance of the Premises or
Improvements with any applicable codes, rules, regulations, statutes, resolutions, ordinances,
covenants, conditions and restrictions or laws of the County, State, United States of America,
California Coastal Commission or any other local, state or federal governmental or quasi-
governmental entity (“Applicable Laws”), including, without limitation, relevant provisions of
the Americans with Disabilities Act (“ADA”), (vii) the presence of any underground storage tank
or Hazardous Substances on, in, under or about the Premises, Improvements, the adjoining or
neighboring property, or ground or other subsurface waters, (viii) the quality of any labor and
materials used in any Improvements, (ix) the condition of title to the Premises or Improvements,
and (x) the economics of the operation of the Premises or Improvements. Notwithstanding the
foregoing, this Subsection 1.2.1 shall not alter the parties’ rights and obligations under the
Existing Lease with respect to any environmental conditions existing on the Premises as of the
Effective Date.

1.2.2  Title. County represents that County owns fee title to the Premises and
that County has authority to enter into this Lease. Lessee hereby acknowledges the title of County
and/or any other public entity or agency having jurisdiction thereover, in and to the Premises, and
covenants and agrees never to contest or challenge the extent of said title, except as is necessary to
ensure that Lessee may occupy the Premises pursuant to the terms and conditions of this Lease.

1.2.3  Excluded Conditions. Notwithstanding anything to the contrary set forth
herein, the terms and provisions of Subsection 1.2.1 shall not be applicable to any sewer, storm
drain or other improvements which have been dedicated to (and such dedication has been accepted
by) the Department of Public Works of the County (“Excluded Conditions™); provided, however,
that this Lease (as opposed to any separate dedication acceptance or other contractual or legal
obligation) shall not create any obligation or liability on the part of County with respect to such
sewer, storm drain and other improvements.
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2. TERM: OWNERSHIP OF IMPROVEMENTS.

2.1 Term. The term of the Lease (“Term”) commenced on January 1, 1969 and,
unless terminated sooner in accordance with the provisions of this Lease, shall expire at 11:59
p.m. on December 31, 2067. For purposes of this Lease, “Lease Year” shall mean each calendar
year (or partial calendar) during the Term of this Lease.

2.2 Ownership of Improvements During Term. Until the expiration of the Term or
sooner termination of this Lease, and except as specifically provided herein, Lessee shall own all
Improvements now existing and constructed by Lessee or its predecessors on the Premises, or
hereafter constructed by Lessee upon the Premises, and all alterations, additions or modifications
made thereto by Lessee.

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  County’s Election to Receive Improvements. Unless Lessee is expressly
directed by County in writing in accordance with this Section 2.3 to demolish and remove
Improvements upon the expiration or earlier termination of the Term, all Improvements located
on, in, or under the Premises (including all fixtures or equipment affixed thereto) shall remain
upon and be surrendered with the Premises as part thereof, and title to such Improvements shall
vest in County without any compensation to Lessee. 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 (a) receive any and all proceeds which are attributable to the Condemnation of
Improvements belonging to Lessee immediately prior to the taking of possession by the
Condemnor, to the extent provided in Article 6 of this Lease, or (b) remove any furniture or
equipment that is neither permanently affixed to, or reasonably necessary for the operation of, the
Premises, any signage identifying Lessee (as opposed to other signage used in the operation of the
Premises and 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.

2.3.2  Duty to Remove. No earlier than eleven (11) years, and no later than ten
(10) years prior to the expiration of the Term, Lessee shall deliver to County a report prepared by
a construction and demolition expert reasonably approved by County that details and estimates the
cost and required time period for the removal of all Improvements on the Premises at the
expiration of the Term (the “Demolition and Removal Report”).

County may elect to require Lessee at the end of the Term or any earlier
termination of this Lease to remove, at the sole cost and expense of Lessee, all or any portion of
the Improvements located on, in or under the Premises, whether placed or maintained thereon by
Lessee or others, including, but not limited to, concrete foundations, pilings, structures and
buildings; provided, however, such portion (“Portion Subject to Demolition”) of the
Improvements designated by County for demolition must be able to be demolished separately
from other portions of the then-existing Improvements which County has designated to remain.
Lessee shall complete the required demolition and removal and shall restore and surrender to
County possession of the Premises in the following condition: (a) as to any portion of the
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Premises on which the Improvements are required to be demolished, such portion of the
Premises shall be surrendered to County in good, usable and buildable condition, consisting of a
level, graded buildable pad with no excavations, hollows, hills or humps; and (b) as to any
portion of the Premises on which the Improvements are not required to be demolished, the
Premises and such Improvements shall be surrendered to County in the condition in which the
Premises and Improvements are required to be maintained and repaired under this Lease.

In the case of the termination of the Lease at the scheduled expiration date of the
Term, any election by County to require Lessee to demolish and remove the Improvements or a
Portion Subject to Demolition must be made by County in writing to Lessee (“County Removal
Notice”) by the later of (a) one (1) year following delivery by Lessee to County of the
Demolition and Removal Report, or (b) nine (9) years prior to the then-scheduled expiration date
of the Term. If County elects to require Lessee to demolish and remove all of the Improvements
or a Portion Subject to Demolition, Lessee shall complete such demolition and removal and
otherwise comply with Lessee’s surrender obligations under this Section 2.3 on or before the
expiration of the Term of the Lease. In the case of the termination of the Lease at the scheduled
expiration date of the Term, Lessee shall have the right, by written notice to County not later
than thirty (30) days prior to the scheduled expiration date of the Term, to extend the date by
which Lessee must complete the Improvement removal and Premises surrender obligations under
this Subsection 2.3.2 and/or the Lessee’s removal obligations under Subsection 2.3.4 below to a
date not more than one hundred twenty (120) days after the expiration of the Term (the “Post
Term Removal Period”); provided, however, that all of the Lessee’s obligations and liabilities
under the Lease (other than the obligation to affirmatively operate the Premises or to maintain
and repair those Improvements required to be demolished) shall be applicable during the Post
Term Removal Period, including without limitation, the Lessee’s obligations with respect to
insurance and indemnification, and Lessee’s obligation to pay County compensation for the Post
Term Removal Period in an amount equal to the Monthly Minimum Rent rate in effect
immediately prior to the expiration of the Term multiplied by the number of months in the Post
Term Removal Period. Such Monthly Minimum Rent amount for the entire Post Term Removal
Period shall be paid by Lessee in advance prior to the commencement of the Post Term Removal
Period.

In the case of a termination of the Lease prior to the scheduled expiration date of
the Term, any election by County to require Lessee to remove the Improvements or a Portion
Subject to Termination must be made by County’s delivery of the County Removal Notice not
later than sixty (60) days after the effective date of such termination, and if County elects to
require Lessee to demolish and remove all or a portion of the Improvements on a termination of
the Lease prior to the scheduled expiration of the Term, Lessee shall complete such demolition
and removal and otherwise comply with Lessee’s surrender obligations under this Section 2.3 on
or before the later of (a) ninety (90) days after the date on which this Lease terminated, or (b) if
Lessee has submitted a Demolition and Removal Report to County, that period after the date on
which this Lease terminated equal to the estimated demolition and removal period set forth in the
Demolition and Removal Report.

Upon receipt of a County Removal Notice, Lessee shall within ninety (90) days
after receipt of the County Removal Notice, provide County with a written plan which sets forth
Lessee’s proposed method of securing the discharge of Lessee’s removal and restoration
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obligations pursuant to this subsection. Such security plan shall detail (i) the form of security
proposed by Lessee, which security shall be either a deposit of funds, or a letter of credit, bond
or other form of security in form and amount, and from an issuer, satisfactory to County
(“Demolition Security”), and (ii) a schedule satisfactory to County for the delivery by Lessee of
the security described in clause (i) above, which schedule shall in all events provide for a full
funding of the security not later than two (2) years prior to the expiration of the Term. The
amount of any Demolition Security shall be equal to the estimated costs to remove the
Improvements as set forth in the Demolition and Removal Report (the “Estimated Costs”),
adjusted to reflect the percentage change in the ENR Index from the date on which the Estimated
Cost was determined until the date on which Lessee delivers the Demolition Security.

Thereafter, Lessee shall increase the amount of the Demolition Security on an annual basis (on or
before each successive anniversary of the required date for Lessee’s original delivery to County
of the Demolition Security) by the same percentage as the percentage increase (if any) in the
ENR Index over the preceding year. Lessee shall have the right to use surplus funds in the
Capital Improvement Fund towards satisfaction of the Demolition Security requirements under
this Subsection 2.3.2 to the extent permitted under the last paragraph of Section 5.13 of this
Lease. Any uncured failure by Lessee to deliver the Demolition Security described in this
Subsection 2.3.2 shall constitute an Event of Default. County shall have the right to revoke
County’s election to require the removal of all Improvements or a Portion Subject to Demolition
at the end of the scheduled expiration of the Term of the Lease by written notice to Lessee of
such revocation at any time not later than ninety (90) days prior to the scheduled expiration date
of the Lease. If County revokes its prior County Removal Notice, then any Demolition Security
previously delivered by Lessee to County pursuant to this paragraph shall be returned to Lessee
within thirty (30) days following the date of such revocation. Upon completion of all of Lessee’s
obligations under this Section 2.3, the remaining balance of any Demolition Security held by
County (and not used by County pursuant to Subsection 2.3.3 or 2.3.4 below) shall be returned to
Lessee.

If County fails to elect to require Lessee to remove all of the Improvements on the
Premises in accordance with the terms of this Section 2.3 (or revokes such election as provided
above), then upon the expiration of the Term, or earlier termination of the Lease, Lessee shall
surrender possession to County of the Premises and those Improvements not required to be
removed by Lessee, in the condition in which such Improvements are required to be repaired and
maintained under this Lease.

2.3.3  County’s Right to Remove Improvements. If County elects to have
Lessee demolish and remove Improvements and Lessee fails to do so in accordance with this
Lease, County may, at its election, retain, sell, remove or demolish such Improvements. In the
event of any demolition or removal by County of Improvements required to have been
demolished and removed by Lessee, Lessee shall reimburse County for any Actual Costs
incurred by County in connection with such demolition and removal in excess of any funds used
by County from the Demolition Security for such purpose and any consideration received by
County as a result of any sale of the demolished Improvements; provided, however, that County
shall be under no obligation to Lessee to effectuate any such sale or, in the case of a sale, to
obtain any required level of compensation therefor.
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2.3.4  Duty to Remove Personal Property. No later than the expiration of the
Term or sooner termination of this Lease (subject to Lessee’s rights with respect to the Post
Term Removal Period described in Subsection 2.3.2 above), Lessee shall in all events remove, at
its cost and expense, all furniture, equipment and other personal property that is not affixed to the
Improvements or reasonably necessary for the orderly operation of the Premises or
Improvements. Should Lessee fail to remove such furniture, equipment and other personal
property within said period, and said failure continues for ten (10) days after written notice from
County to Lessee, Lessee shall lose all right, title and interest therein, and County may elect to
keep the same upon the Premises or to sell, remove, or demolish the same, in which event Lessee
shall reimburse County for its Actual Costs incurred in connection with any such sale, removal
or demolition in excess of any consideration received by County as a result thereof.

2.3.5  Title to Certain Improvements Passes to County; Lessee to Maintain. As
between County 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 County upon
construction or installation to the extent that they are not owned by a utility company or other
third party provider. Notwithstanding the foregoing sentence, such utility lines, transformer
vaults and all other utility facilities (other than any sewer, storm drain or other utility systems
which have been dedicated to and accepted by County pursuant to a dedication separate from this
Lease), shall be maintained, repaired, and replaced, if and as needed, by Lessee during the Term.

3. USE OF PREMISES.

3.1 Specific Primary Use. The Premises and Improvements shall be used by Lessee for
the operation and management of a luxury hotel of approximately 134 hotel rooms, with
associated business center, meeting rooms, dining facilities, and other related and incidental uses
as are specifically approved by County (collectively, the foregoing shall be referred to herein as
the “Permitted Uses™). Except as specifically provided herein, the Premises and Improvements
shall not be used for any purpose other than the Permitted Uses, without the prior written consent
of County. County 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 Applicable
Laws.

The Hotel shall be operated in accordance with a standard of operation at least
commensurate with the Required Hotel Standard. The “Required Hotel Standard” means a
hotel rated at least “three diamond” under the hotel rating system of the American Automobile
Association (or its successor) (“AAA”), or if the AAA hotel rating system changes, then a rating
equivalent to the AAA three diamond hotel standard as of the Effective Date; provided, however,
that if the AAA ceases to publish hotel ratings, then the “Required Hotel Standard” shall mean
the most substantially equivalent rating to such above-described rating under such other rating
system that is then generally recognized by the hotel industry. If in connection with any change
in, or choice of a replacement, rating system County and Lessee are unable to agree upon such
changed or replacement rating system, then the dispute shall be resolved in accordance with the
procedures set forth in Article 16 of this Lease. Notwithstanding any contrary provision of this
paragraph, in no event shall the Required Hotel Standard mean an operation standard lower than
the operation standard of a typical Hilton Garden Inn hotel, as such Hilton Garden Inn operation
standard exists as of the Effective Date.
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The Premises and Improvements shall initially be operated under a trade name of either
“Marina International Hotel,” “Hilton Garden Inn, "Hilton Garden Inn Marina del Rey” or other
trade name reasonably acceptable to Director. Lessee shall have no right to change the trade
name of the Premises and Improvements without the prior written consent of Director, which
consent shall not be unreasonably withheld. Throughout the Term of the Lease the Hotel shall
be operated by an experienced hotel operator with a nationwide reservation system in which the
Hotel participates. Lessee shall have no right to change the operator of the Hotel without
County’s prior written consent, which consent shall be granted or denied in accordance with the
reasonable judgment of County. Notwithstanding any contrary provision of this Lease, any
change to the trade name or the operator of the Hotel shall be consistent with the operation of the
Hotel in accordance with an operation standard at least commensurate with the Required Hotel
Standard.

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 or the Improvements, nor commit any waste thereon.
No rubbish, trash, 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 for
trash collected in appropriate receptacles intended for such purposes, nor shall any portion of the
Premises or Improvements be permitted to be operated or maintained in a manner that renders
the Premises or Improvements a fire hazard.

3.2.2  Restrictions and Prohibited Uses. Without expanding upon or enlarging
the Permitted Uses of the Premises and Improvements as set forth in this Lease, the following
uses of the Premises and Improvements are expressly prohibited:

3.2.2.1  The Premises and Improvements shall not be used or developed
in any way which violates any Applicable Law.

3.2.2.2  The Premises and Improvements 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; provided, however, that this Subsection 3.2.2.2 shall not
be interpreted to regulate in violation of Applicable Law the private, non-business
activity of an individual that is confined to such individual’s hotel room;

3.2.2.3  All Improvements shall at all times be kept in good condition
and repair consistent with the requirements of Section 10.1 of this Lease, except as
such condition is affected by the performance of the Renovation Work or Alterations
in accordance with the requirements of Article 5 of this Lease.

3.2.2.4  No condition shall be permitted to exist upon the Premises or
Improvements which induces, breeds or harbors 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 or Improvements which create a danger to
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the health or safety of any persons occupying, using, working at, or patronizing the
Premises or Improvements.

3.2.2.5  Without the prior written reasonable approval of Director, no
antennae or other device for the transmission or reception of television signals or any
other form of electromagnetic radiation (collectively, “antennae”) shall be erected,
used or maintained by Lessee outdoors above ground on any portion of the Premises,
whether attached to an improvement or otherwise; provided that the foregoing
requirement to obtain Director’s approval as to any antennae shall be inapplicable to
the extent that such requirement violates Applicable Law.

3.2.2.6  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 (i) as is necessary to allow Lessee to
perform its maintenance and repair obligations pursuant to this Lease, and (ii) for
such boring or drilling as necessary to perform water testing or monitoring, or any
dewatering program to relieve soil water pressure.

3.2.2.7  Except for the Excluded Conditions, no adverse environmental
condition in violation of Applicable Laws shall be permitted to exist on or in any
portion of the Premises or the Improvements, nor shall any Hazardous Substances be
permitted to be generated, treated, stored, released, disposed of, or otherwise
deposited in or on, or allowed to emanate from, the Premises, the Improvements or
any portion thereof, including, without limitation, into subsurface waters; provided,
however, that Hazardous Substances may be stored or used on the Premises or in the
Improvements, so long as such storage and use is of a type and quantity, and
conducted in a manner (a) in the ordinary course of business of an otherwise
Permitted Use, (b) in accordance with standard industry practices for such Permitted
Use, and (c) in compliance with all Applicable Laws. In addition, Lessee shall not be
required to remove Hazardous Substances existing in the building materials of the
existing Improvements as of the Effective Date if and to the extent that such
Hazardous Substances in their condition in such Improvements as of the Effective
Date do not require remediation or removal under Applicable Laws in effect as of the
Effective Date; provided, however, that (i) such Hazardous Substances shall be
removed or remediated if and to the extent required under any Applicable Laws
hereafter applicable to the Premises and/or the Improvements located thereon, (ii)
such Hazardous Substances shall be removed or remediated if and to the extent
required under the Renovation Plan or the Final Plans and Specifications for the
Renovation Work, or if required under Applicable Laws that apply to the
performance of the Renovation Work, and (iii) any removal or remediation of such
Hazardous Substances, including without limitation, any disposal thereof, shall be
performed in compliance with all Applicable Laws.

This Subsection 3.2.2.7 shall not impose liability upon Lessee to County
for any Hazardous Substances that might be present in seawater passing over, under,
through or around any portion of the Premises or any Improvement as long as (I) such
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Hazardous Substances did not originate at or from the Premises or Improvements, and
(IT) with respect to Hazardous Substances that did not originate at or from the
Premises or Improvements, were not caused by the acts or omissions of Lessee or its
Sublessees, or its or their respective contractors, employees, agents, representatives,
consultants, customers, visitors, permittees or licensees.

3.3 Active Public Use. The parties acknowledge that County’s objective in entering
into this Lease is the complete and continuous use of the facilities and amenities located in Marina
del Rey by and for the benefit of the public, without discrimination as to race, gender or religion,
and for the generation and realization by County of revenue therefrom. Accordingly, Lessee
agrees and covenants that it will operate the Premises and Improvements fully and continuously
(except to the extent that Lessee is prevented from doing so due to Force Majeure, temporary
interruption as necessary for maintenance and repair, or temporary interruption as necessary to
accommodate renovation, alteration or other improvement work required or permitted to be
performed by Lessee under this Lease (collectively, “Operating Covenant Exceptions™)) in light
of these objectives, consistent with the operation of comparable hotel facilities, and that it will use
commercially reasonable efforts so that County may obtain maximum revenue therefrom as
contemplated by this Lease. In the event of any dispute or controversy relating hereto, this Lease
shall be construed with due regard to the aforementioned objectives.

3.4  Days of Operation. The Improvements on the Premises shall be open every day of
the year for at least hours commensurate with the hours of operations of other similar hotel
facilities in Los Angeles County, California, subject to Operating Covenant Exceptions and except
for such holidays, if any, during which similar businesses in Marina del Rey are customarily
closed.

35 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 or Improvements shall be only of such size, design, wording of signs and color as shall
have been specifically submitted to and approved by Director (and to the extent required under
then Applicable Law, the Design Control Board), in writing, whether pursuant to Article 5 of this
Lease or otherwise, prior to the erection or installation of said art, sign, display, identification,
monument, awning or advertising sign. Director shall not unreasonably withhold its approval of
the matters described in this Section 3.5. Any dispute as to whether Director has unreasonably
withheld its approval of a matter described in this Section 3.5 shall be submitted to arbitration
pursuant to Article 16 of this Lease.

3.6  Compliance with Regulations. Lessee shall comply with all Applicable Laws and
shall pay for and maintain any and all required licenses and permits related to or affecting the use,
operation, maintenance, repair or improvement of the Premises or Improvements. Without
limitation of the foregoing, Lessee shall comply with (i) all conditions and requirements of
Coastal Development Permit No(s). [PRIOR TO LEASE EXECUTION
INSERT ANY COASTAL DEVELOPMENT PERMIT NO(S). ISSUED FOR
RENOVATION WORK], which conditions and requirements are attached to this Lease as
Exhibit D and incorporated herein by this reference, and (ii) all public access requirements of the
Marina del Rey Local Coastal Program, as amended.
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3.7 Rules and Regulations. Lessee agrees to comply with such other reasonable rules
and regulations governing the use and occupancy of the Premises and Improvements as may be
promulgated by County from time to time for general applicability on a non-discriminatory basis
to other hotel and related commercial facilities in Marina del Rey, and delivered in writing to
Lessee. Any dispute as to whether County has acted unreasonably in connection with the matters
described in this Section 3.7 shall be submitted to arbitration pursuant to Article 16 of this Lease.

3.8 Reservations. Lessee and County expressly agree that this Lease and all of
Lessee’s rights hereunder shall be subject to all prior encumbrances, reservations, licenses,
easements and rights of way existing as of the date of the Existing Lease or otherwise referenced
in this Lease in, to, over or affecting the Premises for any purpose whatsoever, and also subject to
any other encumbrances, reservations, licenses, easements and rights of way consented to by
Lessee in writing.

Without limiting the foregoing, Lessee expressly agrees that this Lease and all rights
hereunder shall be subject to all prior matters of record and the right of County or City existing
as of the Effective 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 County or the City to convey such easements and transfer such rights to others.
Notwithstanding the foregoing or anything herein to the contrary, County agrees to cooperate
with Lessee, at Lessee’s cost, in Lessee’s efforts to address title matters, if any, which would
prevent Lessee from proceeding with the redevelopment of the Premises in accordance with the
Renovation Work, as long as such efforts do not materially adversely affect the County (e.g.,
cooperating with Lessee in the relocation at Lessee’s cost of any easements which interfere with
the Renovation Work, to the extent such relocation is reasonably acceptable to County).

4. PAYMENTS TO COUNTY.

4.1 Net Lease. The parties acknowledge that the rent to be paid by Lessee under this
Lease is intended to be absolutely net to County. The rent and other sums to be paid to County
hereunder are not subject to any credit, demand, set-off or other withholding. Except as
specifically set forth herein, Lessee shall be solely responsible for all capital costs (including,
without limitation, all structural and roof repairs or replacements) and operating expenses
attributable to the operation and maintenance of the Premises and Improvements, including
without limitation the parking areas included within the Premises.

4.1.1  Utilities. In addition to the rental charges as herein provided, Lessee shall
pay or cause to be paid 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 and Improvements.

4.1.2  Taxes and Assessments. Lessee agrees to pay before delinquency all
lawful 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 or the Improvements thereon for any reason,
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as well as all taxes, assessments, fees, and charges on goods, merchandise, fixtures, appliances,
equipment, and property owned by it in, on or about the Premises. Lessee’s obligation to pay
taxes and assessments hereunder shall include but is not limited to the obligation to pay any taxes
and/or assessments, or increases in taxes and/or assessments arising as a result of the grant to
Lessee of the Option or Lessee’s exercise thereof. 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 continue to be subject to
possessory interest taxes, and that such taxes shall be paid by Lessee. 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 are derived from the
Lessee’s interest under this Lease and that Lessee’s interest requires the payment of a possessory
interest tax.

4.2 Rental Payments. Throughout the Term, for the possession and use of the Premises
granted herein, Lessee shall pay County (a) the Annual Minimum Rent described in subsection
4.2.1 below, and (b) the Percentage Rent described in subsection 4.2.2 below. For purposes of
this Lease “Annual Rent” shall mean the aggregate of the Annual Minimum Rent and Percentage
Rent.

4.2.1  Annual Minimum Rent and Monthly Minimum Rent. Lessee shall pay to
County the minimum rent described in this Subsection 4.2.1 (subject to adjustment pursuant to
Sections 4.3 and 4.4 below) during each Lease Year during the Term (the “Annual Minimum
Rent”). Annual Minimum Rent shall be payable by Lessee to County on a monthly basis in
equal installments of one-twelfth (1/12th) of the Annual Minimum Rent (the “Monthly
Minimum Rent”); provided, however, if any period during which the Annual Minimum Rent is
calculated is shorter or longer than a calendar year, then the Annual Minimum Rent for such
period shall be calculated on a pro rata basis based on the number of days in the applicable
period as compared to 365, and Monthly Minimum Rent shall be payable in equal monthly
installments of such pro rata Annual Minimum Rent.

During the period from the Effective Date through the day preceding the earlier of
the CO Date or the Required Construction Completion Date (the “Construction Period”), the
Annual Minimum Rent shall be equal to seventy-five percent (75%) of the average total annual
rent that was payable by Lessee under the Existing Lease for each of the three (3) years
preceding the Effective Date, provided that in no event shall the Annual Minimum Rent payable
during the Construction Period be less than the annual square foot rental that was required to be
paid under Section 12 of the Existing Lease as of the date immediately prior to the Effective
Date. Lessee shall provide written notice to County of the CO Date promptly upon the
occurrence thereof.

During the period commencing on the day following the Construction Period and
continuing through the December 31 next following the third (3') anniversary of the last day of
the Construction Period (or through the December 31 immediately preceding the third (3rd)
anniversary of the last day of the Construction Period if the last day of the Construction Period is
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January 1), the Annual Minimum Rent shall be equal to seventy-five percent (75%) of the
average total Annual Rent projected to be payable by Lessee during the three (3) year period
following the CO Date based on the projected Gross Receipts for such three (3) year projection
period; provided, however, in no event shall the Annual Minimum Rent payable by Lessee under
this paragraph be less than the Annual Minimum Rent payable by Lessee during the Construction
Period. Not later than three (3) months prior to the earlier of the projected CO Date or the
Required Construction Completion Date, Lessee shall deliver to Director for Director’s
reasonable approval Lessee’s estimate of projected Gross Receipts for the three (3) year period
following the CO Date. Upon approval by Director, such projected Gross Receipts shall be used
to calculate the Annual Minimum Rent payable by Lessee under this paragraph.

As of the date immediately following the period described in the immediately
preceding paragraph (the “First Adjustment Date”) and thereafter during the remainder of the
Term, the Annual Minimum Rent shall be adjusted in accordance with the terms and provisions
of Sections 4.3 and 4.4 below.

4.2.2  Percentage Rent. For the purposes of this Lease, “Percentage Rent” for
any given month or year shall be defined as the sum of the amounts set forth in this Subsection
4.2.2, less the Annual Minimum Rent for such month or year. Gross Receipts (as defined herein)
from each transaction, sale or activity of Lessee (or any Sublessee) on, from or within the
Premises or Improvements shall be reported under one or more of the percentage categories set
forth below, as applicable. It is understood that Article 3 of this Lease provides for the Permitted
Uses of the Premises and that the percentage categories listed below are not all applicable to this
Lease and are in no way intended to expand or modify the Permitted Uses. Director, by Policy
Statement and with the approval of Lessee, Auditor-Controller and County Counsel, has
interpreted and may further interpret the percentage categories as set forth in this Subsection
4.2.2, with such determinations and interpretations to be a guideline in determining the
appropriate categories. Within fifteen (15) days after the close of each and every calendar month
of the Term, Lessee shall file a report of Gross Receipts and pay to County a sum equal to the
total of the following percentages of Gross Receipts for such previous month, less the amount of
the installment of Monthly Minimum Rent paid for such previous month.

(a) Intentionally omitted,
(b) Intentionally omitted;

(c) SEVEN AND ONE-HALF PERCENT (7.5%) of Gross Receipts or other
fees charged for the rental, occupancy or use of the following structures: (1) hotel and/or
motel accommodations, and (2) meeting rooms; and TEN PERCENT (10%) of Gross
Receipts from filming or other television and/or motion picture activities;

(c1) ELEVEN PERCENT (11%) of Gross Receipts or other fees charged for
the rental, use or occupancy of (1) offices utilized for banking, financial or investment
activities, internal clerical or administrative activities (other than Lessee’s management
office), business enterprises, real estate and insurance brokerage, legal, medical,
engineering, travel agencies, yacht club purposes, or similar uses; or (2) restaurants,
stores, shops, or other commercial establishments; provided that, except as provided in
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Subsection 4.2.2.5, Gross Receipts or other fees charged for the occupancy of restaurants,
stores, shops or other commercial establishments shall not be included in the calculation
of Percentage Rent under this category (c1) if the Gross Receipts from the operation of
such businesses (as opposed to the rentals paid for the rental, use or occupancy of the
space) are required to be reported under another Percentage Rent category;

(d) Intentionally omitted,

(e) With respect to services such as boat brokerage, car rental agencies,
marine insurance commissions where the sale of insurance is conducted in conjunction
with boat sales and/or boat brokerage, laundry and dry cleaning, and other similar
activities where earnings are normally on a commission basis, FIVE PERCENT (5%) of
the Gross Receipts received by Lessee (or an affiliate of Lessee or a subtenant) from such
enterprise if Lessee (or an affiliate of Lessee or a subtenant) is the operator of such
enterprise, or TWENTY PERCENT (20%) of any commissions or fees collected by
Lessee (or an affiliate of Lessee or a subtenant) from such enterprise if a third party
provider is the operator of such enterprise;

® With respect to service enterprises, including, without limitation, cable
television, internet, satellite, telecommunication or other antennae fees, telephone and
other utility services, and valet parking services, FIVE PERCENT (5%) of the Gross
Receipts received by Lessee (or an affiliate of Lessee or a subtenant) from such enterprise
if Lessee (or an affiliate of Lessee or such subtenant) is the operator of such enterprise, or
TWENTY PERCENT (20%) of any commissions or fees collected by Lessee (or an
affiliate of Lessee or a subtenant) from such enterprise if a third party provider is the
operator of such enterprise;

(2) That percentage determined pursuant to category (t) below, of Gross
Receipts from the rental of boats, or from ticket sales or other fees, charges or Gross
Receipts from sport fishing or other commercial boating activities such as charter boat or
bareboat charters, or from the rental of bicycles, cycle carriages, scooters or other similar
equipment;

(h) With respect to the installation or operation of coin-operated vending or
service machines, including pay telephones, FIVE PERCENT (5%) of the Gross Receipts
received by Lessee (or an affiliate of Lessee or a subtenant) from such enterprise if
Lessee (or an affiliate of Lessee or a subtenant) is the operator of such enterprise, or
TWENTY-FIVE PERCENT (25%) of any commissions or fees collected by Lessee (or
an affiliate of Lessee or a subtenant) from such enterprise if a third party provider is the
operator of such enterprise;

(1) TEN PERCENT (10%) of Gross Receipts from the operation of a bar,
tavern, cocktail lounge, discotheque, night club or other facilities engaged primarily in
the on-premises sale of alcoholic beverages, except as provided for in category (j);

() THREE AND ONE-HALF PERCENT (3'2%) of Gross Receipts from the
operation of a restaurant, restaurant/cocktail lounge combination, coffee shop, beach or
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theater food facility, except that Gross Receipts from facilities established and operated
as a take-out food operation shall be reported under category “(s)” below; a “take-out
food operation” shall mean a restaurant or other food operation a majority of the Gross
Receipts from which are derived from the sale of food or beverages to be consumed off-
site;

(k) Intentionally omitted,
Q) Intentionally omitted;

(m)  FIFTEEN PERCENT (15%) of Gross Receipts from club dues, initiation
fees and assessments, except that separate assessments for capital improvements may be
exempted; provided that to qualify for such an exemption Lessee must comply with the
“Criteria for Eligibility for Exemption of Special Assessments from Gross Receipts”
issued by Director;

(n) Intentionally omitted;
(o) Intentionally omitted,
(p) Intentionally omitted;

(q) FIVE PERCENT (5%) of Gross Receipts of cover charges or other fees
charged for admission to facilities featuring entertainment, excluding movie theaters,
whose Gross Receipts shall be reportable under category (s) below;

(r) (1) In the case where parking facilities are operated by a third party
operator under a parking operation agreement with Lessee or a Sublessee, (i) TWENTY
PERCENT (20%) of the fee or other compensation paid by such third party operator to
Lessee (or Sublessee) if the operator is entitled to receive parking revenue and is
responsible for the payment of operating expenses; or (ii) FIVE PERCENT (5%) of the
Gross Receipts from the operation of such parking if the operator collects such Gross
Receipts on behalf of Lessee (or Sublessee) and Lessee (or Sublessee) is responsible for
the payment of the operating expenses for such parking operation (which operating
expenses include a fee or other compensation to the parking operator for the rendering of
such parking services); or

(2) In the case where parking facilities are operated by Lessee or a
Sublessee, FIVE PERCENT (5.0%) of Gross Receipts from such parking.

Notwithstanding the foregoing, if other comparable hotel projects in the Relevant
Market (as defined below) generally provide parking at no charge or for a charge less
than that charged by Lessee, then at Director’s election the Gross Receipts under this
Lease attributable to parking charges in excess of the market hotel rate for such parking
shall not be included in Percentage Rent under this category (r) but shall instead be
considered Gross Receipts from the rental, occupancy or use of hotel accommodations
under category (c) above; the “Relevant Market” shall mean the following hotels (or
successor operations at the same location) that are then in operation: (I) Marina del Rey
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Marriott located on Parcel 141V, (II) Ritz Carlton Hotel located on Parcel 125H; (I1I)
Marina del Rey Hotel located on Parcel 42; (IV) Courtyard Los Angeles Marina del Rey
located at 13480 Maxella Avenue; and (V) any other then existing hotel located in
Marina del Rey with 50 or more hotel rooms; provided, however, that a hotel that is
otherwise included in the Relevant Market as described above and that is located on a
leasehold with County that requires the lessee to pay to County percentage rent shall not
be included in the Relevant Market unless in such lessee’s lease with County the
percentage rental rate applicable to gross receipts from parking revenues collected by or
for the benefit of such lessee (i.e., gross receipts collected on a basis similar to that
described in clauses (r)(1)(ii) and (r)(2) above and not gross receipts consisting of
compensation paid to the lessee by the operator for the right to operate such parking
facilities as in clause (r)(1)(i) above) is less than the percentage rental rate applicable to
gross receipts from hotel room occupancy;

(s) FIVE PERCENT (5%) of Gross Receipts from the sale of miscellaneous
goods and services consistent with the Permitted Uses, but not specifically provided for
elsewhere in this Subsection 4.2.2;

(s1)  FIVE PERCENT (5%) of the Gross Receipts from the operation of all
stores, shops or boutiques selling items at retail; and

() If with the prior approval of County or Director Lessee hereafter engages
in a use that is not currently permitted under this Lease and as to which there is no
specific percentage set forth above applicable to such additional or related use, then
concurrent with the approval by County or Director of such specific additional use,
Director and Lessee shall negotiate in good faith with Lessee to establish the specific
percentage to be applied to such use. Such percentage shall be the greater of (1) the
average percentage of Gross Receipts received by County with respect to that category of
activities within Marina del Rey, California at the time of approval of the additional or
related use, and (2) the most recent agreement between County and a Marina del Rey
lessee, whether by arbitration or otherwise, with respect to the appropriate percentage to
be applied to that use. The Percentage Rent for the additional or related use as
determined pursuant to this paragraph shall remain in effect until the next Renegotiation
Date.

4.2.2.1  Other Activities. If Director or Lessee reasonably determine
that a percentage of Gross Receipts is not suitable or applicable for a particular
activity not described above, although permitted hereunder, Director and Lessee shall
mutually establish a minimum monthly payment to County as payment for the
privilege of engaging therein, which shall remain effective until the next
Renegotiation Date. Said minimum monthly amount shall be reasonable in
accordance with the revenue generated by such activity and shall be included in
Percentage Rent, as determined hereunder, in lieu of a percentage of Gross Receipts
therefor.

4.2.2.2  Payment of Percentage Rent/Accounting Records and
Procedures. Within fifteen (15) days after the close of each and every calendar month
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of the Term hereof, Lessee shall file with County a report of Gross Receipts by
category for such previous month, and the amount of Percentage Rent resulting
therefrom. Lessee shall include with such report a payment to County of the amount
by which the Percentage Rent for such previous month exceeds the Monthly
Minimum Rent paid by Lessee for such previous month. Lessee agrees to and shall
comply with, and shall cause all of Sublessees to agree to and comply with, the
recordkeeping and accounting procedures, as well as the inspection and audit rights
granted to County, set forth in Article 14 of this Lease.

4.2.2.3  Gross Receipts. Except as herein otherwise provided, the term
“Gross Receipts” as used in this Lease means all money, cash receipts, or other
things of value, including but not limited to gross charges, sales, rentals, common
area maintenance payments, operating expense reimbursements, fees and
commissions made or earned by Lessee and/or all Sublessees, from any business, use,
occupation or any combination thereof, originating, transacted, or performed in whole
or in part, on the Premises, including but not limited to rentals, the rendering or
supplying of services and the sale of goods, wares or merchandise, calculated in
accordance with the accounting method described in the last sentence of Section 14.1.

(1) Except as otherwise set forth herein, there shall be no deduction
from Gross Receipts for any overhead or cost or expense of operation, such as,
without limitation, salaries, wages, costs of goods, interest, debt amortization, rent
credit (but the value of any free rent period shall not be imputed as Gross Receipts),
collection costs, discounts from credit card operations, insurance and taxes.

(2) Gross Receipts shall not include direct taxes imposed upon the
consumer and collected therefrom by Lessee such as, without limitation, retail sales
taxes, excise taxes, or related direct taxes paid periodically by Lessee to a
governmental agency accompanied by a tax return statement.

3) Gross Receipts shall not include security deposits paid by a
Sublessee to Lessee to be held by Lessee as security for Sublessee’s obligations under
its Sublease, license or permit, except to the extent Lessee allocates or applies any
portion of such security deposit to unpaid rent or other amounts owed by such
Sublessee to Lessee, in which event the sum so allocated or applied shall be included
in Gross Receipts as of the date of such allocation or application.

(4) Gross Receipts must include the usual charges for any services,
goods, rentals or facilities provided by Lessee or Sublessees. Bona fide bad debts
actually accrued for amounts owed by Sublessees, concessionaires, customers or
patrons may be deducted from Gross Receipts to the extent that such amounts have
been previously reported as Gross Receipts; however, there shall be no deduction for
bad debts based on past experience or transfer to a bad debt reserve. Subsequent
collection of bad debts previously not reported as Gross Receipts shall be included in
Gross Receipts at the time they are collected.
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(%) Gross Receipts shall not include any of the following items;

provided, however, that the non-inclusion in Gross Receipts of the following items
shall not be construed or interpreted to permit the reduction of, or any offset against,
Gross Receipts by or for the amount of such items:

a. goods returned to suppliers or which are delivered for
resale (as opposed to delivery) to another retail location or to a warehouse or to
any retailers without profit to Lessee, where such returns or deliveries are made
solely for the convenient operation of the business of Lessee or Sublessee and not
for the purpose of consummating a sale made in, about or from the Premises;

b. an amount equal to the cash refunded or credit allowed on
merchandise returned by customers and accepted by Lessee, or the amount of
cash refunded or credit allowed thereon in lieu of Lessee’s acceptance thereof, but
only to the extent that the sales relating to such merchandise were made in, about
or from the Premises; provided that whenever Lessee accepts a credit slip as
payment for goods or services, the amount of credit shall be included in Gross
Receipts;

C. sales of fixtures, equipment or property which are not
Lessee’s stock in trade;

d. receipts from insurance claims other than rental
interruption or business interruption insurance related to the replacement of Gross
Receipts;

e. interest earned by Lessee on funds arising from the
Premises or the use thereof, deposited or maintained by Lessee in banks or similar
financial institutions;

f. tips and gratuities paid to employees;

g. goods or meals provided to employees of the business
operation at cost or less, and complimentary meals offered for promotional
purposes; provided, however, that the amounts excluded under this paragraph (g)
in connection with a particular business operation shall not exceed two percent
(2%) of the Gross Receipts from such business operation in any year;

h. receipts from vending machines used solely by employees
of the business operation;

1. fees or charges paid to credit card companies in connection
with customer purchases made by use of a credit card; provided, however, that the
amounts excluded under this paragraph (i) in connection with a particular
business operation shall not exceed one percent (1%) of the Gross Receipts from
such business operation in any year;
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] interest or other charges paid by customers of Sublessees
for the extension of credit; and

k. the sale of promotional merchandise by Sublessees at cost.

(6) Gross Receipts shall not include payments received by Lessee
from a Sublessee for the Cost of such Sublessee’s submetered electricity,
provided (A) each Sublessee’s obligation to reimburse Lessee for such
Sublessee’s electrical charges is separate and apart from such Sublessee’s
obligation to pay rent for its occupancy of the Premises; (B) the reimbursed sum
is in an amount equal to the Cost of the Sublessee’s electricity; and (C) the
amount received is actually credited against the cost of the Sublessee’s electricity.
For the purpose of this paragraph (6), the “Cost” of a Sublessee’s electricity shall
mean the actual out-of-pocket costs incurred by Lessee, exclusive of overhead and
general and administrative expenses, in paying the portion of the respective
utility’s electric bill that is allocable to the Sublessee based on such Sublessee’s
submetered consumption of electricity, and in paying the portion of any third
party submeter reading and service charge to each submeter that is actually read
and a direct allocation of the submeter service charge to each such submeter that
is serviced. County shall have the right to approve all submeters and to challenge
the legitimacy or amount of any Cost, and all disputes regarding such County
approvals or challenges, if not resolved by the parties within thirty (30) days after
notice to Lessee of such disapproval or challenge, shall be resolved by arbitration
pursuant to Article 16 of this Lease. The terms and provisions of this paragraph 6
shall also be applicable to other submetered utility charges, such as water and gas,
to the extent that it is customary for Sublessees to be responsible for such other
utility charges.

4.2.2.4  Excess Payments Credit. If payments of Monthly Minimum
Rent and Percentage Rent actually made by Lessee in a particular Lease Year exceed
the total Annual Minimum Rent and Percentage Rent that would have been due for
such Lease Year if computed on an annual basis at the end of such Lease Year,
Lessee shall be permitted to credit that excess amount (“Excess Percentage Rent
Payment”) against the succeeding monthly installments of Percentage Rent otherwise
due under this Subsection 4.2.2 until such time as the entire Excess Percentage Rent
Payment has been recouped. If Lessee makes an Excess Percentage Rent Payment in
the final Lease Year of the Term, County shall refund such amount to Lessee within
thirty (30) days after County’s verification of such overpayment, which County
agrees to use its reasonable efforts to diligently complete after receipt by County of
all information required for County to calculate the Excess Percentage Rent Payment
and to resolve any audits of Percentage Rent.

4.2.2.5  Effect of Sublessee Doing Business. Except as specifically
provided to the contrary in this Lease, where a Sublessee is conducting a business or
engaged in any use or occupation or any combination thereof on Lessee’s leasehold
except for a business conducted under Item (1) of category (c1) of Subsection 4.2.2,
for purposes of determining Percentage Rent Lessee shall report whichever of the

28



following results in the greater Percentage Rent: (i) the Gross Receipts received by
each Sublessee under one or more of categories (a) through (s1) of Subsection 4.2.2;
or (i1) the Gross Receipts received by Lessee from such Sublessee under category (c)
or (c1) of Subsection 4.2.2.

42.2.6 Interest, Service Fees or Late Charges. Interest, service fees or
late charges collected in conjunction with a transaction, sale or activity of Lessee or
Sublessee shall be reported in the same percentage category as the transaction, sale or
activity is reported.

4.2.2.7  Percentage Rent Does Not Affect Permitted Uses. It is
understood and acknowledged by Lessee that Section 3.1 of this Lease sets forth the
Permitted Uses of the Premises by Lessee; thus, the Percentage Rent categories listed
in Subsection 4.2.2 are not all necessarily applicable to this Lease and are in no way
intended to expand the Permitted Uses.

4.2.2.8 Policy Statements. Director, by Policy Statement and with the
approval of Lessee, Auditor-Controller and County Counsel may further interpret the
definition of Gross Receipts, with such interpretations to be a guideline in
implementing the foregoing Subsections of this Lease.

4.2.29 CVB Surcharge. Lessee funds its share of the cost of the
operation of the Marina del Rey Convention and Visitor’s Bureau (“CVB”) through
the self-imposed collection from its customers of a one percent (1%) surcharge
against the fees charged to its customers for the occupancy of hotel and motel
sleeping accommodations (the “Surcharge”) and the monthly payment of the
Surcharge to the CVB (the “CVB Payment”). In recognition of the mutually
beneficial services provided by the CVB and in acknowledgment of the intended use
of the Surcharge, County and Lessee agree that the Surcharge shall be excluded from
Gross Receipts to the extent that Lessee pays the Surcharge to the CVB in the form of
the CVB Payment prior to the date on which the monthly Gross Receipts report for
the month during which the Surcharge is collected is due. Lessee shall report, as
separate line items in the monthly Gross Receipts report, the amounts of the
Surcharge excluded from Gross Receipts and the CVB Payment for such reported
month. If for any month the CVB Payment is less than the Surcharge, then the
allowable exclusion shall be limited to the actual CVB Payment, and Percentage Rent
shall be payable under the 7'2% percent subcategory of category (c) of Subsection
4.2.2 with respect to the amount by which the Surcharge exceeds the CVB Payment.
All records relating to the Surcharge and CVB Payments shall be maintained by
Lessee in conformance with the requirements of Article 14 of this Lease.

4.3 Adjustments to Annual Minimum Rent. As of the First Adjustment Date and every
three (3) years thereafter until the first Renegotiation Date, and thereafter each third (3rd), sixth
(6th) and ninth (9th) anniversary of each Renegotiation Date (each an “Adjustment Date” and
collectively the “Adjustment Dates”), the Annual Minimum Rent shall be adjusted as provided in
this Section 4.3. The Annual Minimum Rent shall be adjusted as of each Adjustment Date to the
amount which equals seventy five percent (75%) of the average of the total Annual Rent payable
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by Lessee to County each year under Section 4.2 of this Lease during the three (3) year period
immediately preceding the Adjustment Date; provided, however, that the Annual Minimum Rent
shall be never be reduced to less than the Annual Minimum Rent in effect immediately prior to the
then-applicable Adjustment Date.

4.4  Renegotiation of Annual Minimum and Percentage Rents. Effective as of the first
January 1 following the tenth (10™) anniversary of the end of the Construction Period, and the
January 1 following each subsequent tenth (10th) anniversary thereafter (each a “Renegotiation
Date” and collectively, the “Renegotiation Dates’), the Annual Minimum Rent and Percentage
Rent shall be readjusted to the Fair Market Rental Value (as defined below) of the Premises.

44.1 Fair Market Rental Value. As used herein, “Fair Market Rental Value”
shall mean, as of each Renegotiation Date, the fair market rent, including an annual minimum rent
and percentage rent, with the percentage rent expressed as the respective percentages of Gross
Receipts in accordance with the categories enumerated in Subsection 4.2.2, which the Premises
would bring, on an absolute net basis, taking into account the Permitted Uses, all relevant and
applicable County policies and all of the other terms, conditions and covenants contained in the
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 County 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.

Notwithstanding any contrary provision of this Lease, in connection with the
readjustment of Annual Minimum Rent and Percentage Rent pursuant to this Section 4.4, (a) in no
event shall the Annual Minimum Rent ever be reduced to an amount less than the Annual
Minimum Rent in effect immediately prior to the Renegotiation Date, and (b) in no event shall
any individual Percentage Rent category (i.e., each of categories (a) through (s1) in Subsection
4.2.2 above) ever be reduced below the percentage for such Percentage Rent category set forth in
Subsection 4.2.2 above, and the requirement set forth in this sentence that no individual
Percentage Rent category percentage shall be reduced below that set forth in Subsection 4.2.2
shall have no effect on the determination of the Fair Market Rental Value for any other Percentage
Rent category in which the Fair Market Rental Value percentage might be greater than that set
forth in Subsection 4.2.2.

4.4.2  Renegotiation Period. Not more than one (1) year nor less than nine (9)
months prior to the Renegotiation Date, Lessee shall deliver to County written notice setting forth
Lessee’s determination of the Fair Market Rental Value of the Premises for (a) the Annual
Minimum Rent, and (b) a Gross Receipts percentage for each of the Percentage Rent categories
set forth in Subsection 4.2.2. Lessee’s notice shall include a list of comparable properties and/or
complete copies of any appraisals which it has utilized in its determination, together with such
other information regarding such comparable properties or the Premises as Lessee deems relevant
or as may be reasonably requested by County. Within one hundred twenty (120) days after receipt
of Lessee’s notice, if County disagrees with Lessee’s determination, County shall deliver to
Lessee written notice of such disagreement, together with County’s determination of Fair Market
Rental Value and a list of comparable properties and/or complete copies of any appraisals which it
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has utilized in its determination, together with such other information regarding such comparable
properties or the Premises as County deems relevant or as may be reasonably requested by Lessee,
to the extent available to County. If County fails to deliver to Lessee notice of its disagreement
within the aforementioned period and such failure continues for fifteen (15) days after receipt of
written notice from Lessee, then Lessee’s determination of Fair Market Rental Value shall be
binding on County as of the Renegotiation Date; provided, however, that Lessee’s notice to
County shall conspicuously state in bold faced type that such determination of Fair Market Rental
Value shall be binding on County unless County delivers notice of its disagreement within such
fifteen (15) day period.

If Lessee fails to deliver the notice described in the first sentence of this subsection,
setting forth Lessee’s determination of Fair Market Rental Value, and such failure continues for
fifteen (15) days after receipt of written notice from County, then County shall submit its
determination of Fair Market Rental Value to Lessee, and Lessee shall have fifteen (15) days after
the submittal by County to Lessee of County’s determination of Fair Market Rental Value to
deliver to County written notice of Lessee’s agreement or disagreement with County’s
determination. If Lessee fails to deliver notice of such disagreement within such fifteen (15) day
period and County’s notice to Lessee conspicuously stated in bold faced type that such
determination of Fair Market Rental Value shall be binding on Lessee unless Lessee delivers
notice of its disagreement within such fifteen (15) day period, then County’s determination of Fair
Market Rental Value shall be binding on Lessee as of the Renegotiation Date.

4.43  Negotiation of Fair Market Rental Value. If County (or Lessee, as the
case may be) does so notify Lessee (or County, as the case may be) of its disagreement as
provided in Subsection 4.4.2, County and Lessee shall have sixty (60) days from the end of the
applicable response period in which to agree upon the Fair Market Rental Value for the Premises.
County and Lessee shall negotiate in good faith during said sixty (60) day period. If the parties do
so agree, they shall promptly execute an amendment to this Lease that documents the new Annual
Minimum Rent and Percentage Rent so jointly determined, to be effective upon the Renegotiation
Date. Director shall be authorized to execute any such amendment on behalf of County. During
the period of negotiation, Lessee shall abide by all of the terms and conditions of this Lease,
including but not limited to the obligation to continue to pay to County Annual Minimum Rent
and Percentage Rent at the then-existing levels.

4.4.4  Arbitration. If County and Lessee fail to reach agreement during the sixty
(60) day period set forth in Subsection 4.4.3, then, unless the parties agree otherwise, the Fair
Market Rental Value of the Premises shall be determined by arbitration as set forth in Article 16
of this Lease and the parties shall execute an amendment to this Lease setting forth the Fair
Market Rental Value as determined by arbitration. In order to determine the Fair Market Rental
Value of the Premises, the arbitrator shall take into consideration the terms and provisions
applicable to the calculation of the Fair Market Rental Value set forth in Subsection 4.4.1. During
the period of arbitration, County and Lessee shall abide by all of the terms and conditions of this
Lease, including but not limited to Lessee’s obligation to pay to County Annual Minimum Rent
and Percentage Rent at then existing levels.

4.4.5 Retroactivity. In the event that, pursuant to Subsections 4.4.3 or 4.4.4
hereof, the parties execute an amendment to this Lease setting forth the new Annual Minimum
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Rent and Percentage Rent, such amendment, if executed prior to the Renegotiation Date, shall be
effective as of the Renegotiation Date; if executed after the Renegotiation Date, such amendment
shall be retroactive to the Renegotiation Date. In the event that such amendment is executed after
the Renegotiation Date, then, within thirty (30) days after such execution, Lessee shall pay to
County, or County shall pay or, at its election, credit to Lessee, the difference, if any, between (a)
such Fair Market Rental Value for the Premises and (b) the actual Annual Minimum Rent and
Percentage Rent paid by Lessee to County, for the period of time from the Renegotiation Date
until the date of such payment. Lessee (with respect to overpayments) or County (with respect to
underpayments) shall further be entitled to interest on each portion of such payment from each
date on which the applicable rental payments were payable under this Lease to the date paid or
credited, whichever is applicable, at the following rates:

(1) the interest rate applicable to the first six (6) months following the
Renegotiation Date shall be equal to the average daily rate for the non-restricted
funds held and invested by the Treasurer and Tax Collector of Los Angeles County
during that period, computed by the Auditor-Controller (“County Pool Rate”); and,

(2) the interest rate applicable to any period of time in excess of six (6)
months following the Renegotiation Date shall be the Prime Rate in effect as of the
date that is six (6) months after the Renegotiation Date, and such interest shall accrue
for the period from the date that is six (6) months after the Renegotiation Date until
the date of payment.

No late fee shall be payable under Section 4.5 with respect to any underpayment of rent
retroactively readjusted pursuant to this Subsection 4.4.5 as long as Lessee pays to County any
such rent underpayment and accrued interest within the thirty (30) day period prescribed in this
Subsection 4.4.5.

4.5 Payment and Late Fees. Monthly Minimum Rent shall be paid by Lessee in
advance. Payments of Minimum Monthly Rent shall be received by County on or before the first
day of each calendar month of the Term. Percentage Rent shall be paid by Lessee in arrears.
Percentage Rent due, if any, for a given month of the Term shall be received by County on or
before the fifteenth (15th) day of the calendar month following each month of the Term, calculated
as follows: the Lessee shall calculate the total Percentage Rent owed to County for the relevant
month of the Term; it shall deduct from said amount the total Monthly Minimum Rent paid to
County for that same month; if the resulting amount is a positive number, Lessee shall pay that
amount to County; if that amount is a negative number, no Percentage Rent shall be paid to
County for that month but nevertheless the Monthly Minimum Rent shall be paid every month of
the Term hereof. Percentage Rent payments shall be reconciled annually at the end of each Lease
Year, with any Excess Percentage Rent Payments credited as provided in Subsection 4.2.2.4.
Payment may be made by check or draft issued and payable to The County of Los Angeles, and
mailed or otherwise delivered to the Department of Beaches and Harbors, Los Angeles County,
13483 Fiji Way, Trailer No. 2, Marina del Rey, California 90292, or such other address as may be
provided to Lessee by County.

Lessee acknowledges that County shall have no obligation to issue monthly rental
statements, invoices or other demands for payment, and that the rental payments required herein
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shall be payable notwithstanding the fact that Lessee has received no such statement, invoice or
demand. In the event any payment under this Lease is not received by County by the date due,
Lessee acknowledges that County will experience additional management, administrative and
other costs that are impracticable or extremely difficult to determine. Therefore, a fee (“Late
Fee”) of six percent (6%) of the unpaid amount shall be added to any amount that remains unpaid
five (5) days after such amount was due and payable; provided, however, that no Late Fee shall be
assessed in the case of the first late payment by Lessee during any Lease Year as long as such late
payment is cured within one (1) business day after Lessee receives written notice from County. In
addition to any Late Fee, any unpaid rent due shall additionally bear interest at an annual rate
equal to the Prime Rate plus three percent (3%), computed from the date when such amounts were
due and payable, compounded monthly, until paid. 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 County); provided, however, with respect to any obligation of
an Encumbrance Holder in connection with the exercise of its cure rights under Article 12 below,
interest accrual on any particular obligation for periods prior to the Encumbrance Holder’s
acquisition of leasehold title to the Premises shall be limited to a maximum of three (3) years.

4.6 Changes of Ownership and Financing Events. Except as otherwise provided in this
Section 4.6, each time Lessee proposes either (a) a Change of Ownership (that is not an Excluded
Transfer) or (b) a Financing Event, County shall be paid (1) an Administrative Charge equal to the
Actual Cost incurred by County in connection with its review and processing of said Change of
Ownership or Financing Event (“Administrative Charge”) and (2) subject to the remaining
provisions of this paragraph, a Net Proceeds Share, in the event County approves such proposed
Change of Ownership or Financing Event and such transaction is consummated. “Net Proceeds
Share” shall mean the applicable amount determined pursuant to Section 4.8 of this Lease.
Changes of Ownership are subject to County approval as provided in Article 11 of this Lease.
Financing Events are not Changes of Ownership, but are subject to County approval as provided
in Article 12 of this Lease.

4.6.1 Change of Ownership. “Change of Ownership” shall mean (a) any
transfer by Lessee of a five percent (5%) or greater direct ownership interest in this Lease, (b) the
execution by Lessee of a Major Sublease or the transfer by the Major Sublessee under a Major
Sublease of a five percent (5%) or greater direct ownership interest in such Major Sublease, (c)
any transaction or series of related transactions not described in subsections 4.6.1(a) or (b) which
constitute an Aggregate Transfer of fifty percent (50%) or more of the beneficial interests in
Lessee or a Major Sublessee, or (d) a Change of Control (as defined below) of Lessee or a Major
Sublessee. For the purposes of this Lease, “Change of Control” shall refer to a transaction
whereby the transferee acquires a beneficial interest in Lessee or a Major Sublessee which brings
its cumulative beneficial interest in Lessee or a Major Sublessee, as applicable, to greater than
fifty percent (50%).

4.6.2 Excluded Transfers. Notwithstanding anything to the contrary contained
in this Lease, Changes of Ownership resulting from the following transfers (“Excluded
Transfers”) shall not be deemed to create an obligation to pay County a Net Proceeds Share or
any Administrative Charge:
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4.6.2.1 atransfer by any direct or indirect partner, shareholder or
member of Lessee (or of a limited partnership, corporation or limited liability
company that is a direct or indirect owner in Lessee’s ownership structure) as of the
Effective Date or the date on which a Change of Ownership occurred as to the interest
transferred, to any other direct or indirect partner, shareholder or member of Lessee
(or of a limited partnership, corporation or limited liability company that is a direct or
indirect owner in Lessee’s ownership structure) as of the Effective Date, including in
each case to or from a trust for the benefit of the immediate family (as defined in
Subsection 4.6.2.3 below) of any direct or indirect partner, shareholder or member of
Lessee who is an individual,

4.6.2.2  atransfer to a spouse (or to a domestic partner if domestic
partners are afforded property rights under then-existing Applicable Laws) in
connection with a property settlement agreement or decree of dissolution of marriage
or legal separation;

4.6.2.3 atransfer of ownership interests in Lessee or in constituent
entities of Lessee (i) to a member of the immediate family of the transferor (which for
purposes of this Lease shall be limited to the transferor’s spouse, children, parents,
siblings and grandchildren), (ii) to a trust for the benefit of a member of the
immediate family of the transferor, (iii) from such a trust or any trust that is an owner
in a constituent entity of Lessee as of the Effective Date, to the settlor or beneficiaries
of such trust or to one or more other trusts created by or for the benefit of any of the
foregoing persons, whether any such transfer described in this Subsection 4.6.2.3 is
the result of gift, devise, intestate succession or operation of law, or (iv) in connection
with a pledge by any partners of a constituent entity of Lessee to an affiliate of such
partner;

4.6.2.4  atransfer of a beneficial interest resulting from public trading in
the stock or securities of an entity, where such entity is a corporation or other entity
whose stock (or securities) is (are) traded publicly on a national stock exchange or
traded in the over-the-counter market and whose price is regularly quoted in
recognized national quotation services;

4.6.2.5 amere change in the form, method or status of ownership, as
long as there is no change in the actual beneficial ownership of this Lease, Lessee or a
Major Sublease, and such transfer does not involve an intent to avoid Lessee’s
obligations under this Lease with respect to a Change of Ownership;

4.6.2.6  any transfer resulting from a Condemnation by County; or

4.6.2.7 any assignment of the Lease by Lessee to a parent, subsidiary or
affiliate of Lessee in which there is no change to the direct and indirect beneficial
ownership of the leasehold interest.

4.6.3  Aggregate Transfer. “Aggregate Transfer” shall refer to the total
percentage of the shares of stock, partnership interests, membership interests or any other equity
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interests (which constitute beneficial interests in Lessee or a Major Sublessee, as applicable)
transferred or assigned in one transaction or a series of related transactions (other than those
enumerated in Subsection 4.6.2) occurring since the later of (a) the Effective Date, (b) the
execution of a Major Sublease in the case of an Aggregate Transfer involving a Major Sublessee,
or (c) the most recent Change of Ownership upon which an Administrative Charge was paid to
County; provided, however, that there shall be no double counting of successive transfers of the
same interest in the case of a transaction or series of related transactions involving successive
transfers of the same interest. Isolated and unrelated transfers shall not be treated as a series of
related transactions for purposes of the definition of Aggregate Transfer.

4.6.4 Beneficial Interest. As used in this Lease, “beneficial interest” shall refer
to the ultimate direct or indirect ownership interests in Lessee (or a Major Sublessee, as
applicable), regardless of the form of ownership and regardless of whether such interests are
owned directly or through one or more layers of constituent partnerships, corporations, limited
liability companies or trusts.

4.6.4.1 Interests Held By Entities. Except as otherwise provided
herein, an interest in Lessee, this Lease or a Major Sublease held or owned by a
partnership, limited liability company, corporation or other entity shall be treated as
owned by the partners, members, shareholders or other equity holders of such entity
in proportion to their respective equity interests, determined by reference to the
relative values of the interests of all partners, members, shareholders or other equity
holders in such entity. Where more than one layer of entities exists between Lessee
or a Major Sublessee, as applicable, and the ultimate owners, then the foregoing
sentence shall be applied successively to each such entity in order to determine the
ownership of the beneficial interests in Lessee, this Lease or a Major Sublease, as
appropriate, and any transfers thereof. Notwithstanding any contrary provision
hereof, no limited partner, member or shareholder having a direct or indirect
ownership interest in Lessee or a Major Sublease shall have any liability to County
under this Lease.

4.6.4.2  Ownership of Multiple Assets. For purposes of determining the
Gross Transfer Proceeds and Net Transfer Proceeds from a transaction or event that
involves both a Change of Ownership and also the transfer of other assets or interests
unrelated to this Lease, a Major Sublease or beneficial interests in Lessee or a Major
Sublessee (as applicable), the proceeds of such transaction or event shall be
apportioned to this Lease, a Major Sublease and/or beneficial interests in Lessee or a
Major Sublessee (as applicable), on the one hand, and to the other unrelated assets or
interests, on the other hand, in proportion to the relative fair market values of the
respective assets transferred.

4.6.5 Financing Events Regarding Multiple Assets. For purposes of
determining the Net Proceeds Share and Net Refinancing Proceeds from a financing
transaction that involves both a Financing Event under this Lease and a financing in
which other assets or interests unrelated to this Lease, a Major Sublease or beneficial
interests in Lessee or a Major Sublessee secure the financing, the principal amount of
such financing transaction shall be apportioned to this Lease, a Major Sublease and/or
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beneficial interests in Lessee or a Major Sublessee (as applicable), on the one hand, and
to the other unrelated assets or interests that also secure the financing, on the other hand,
in proportion to the relative fair market values of the respective assets that secure the
financing.

4.7 Calculation and Payment. A deposit of Fifteen Thousand Dollars ($15,000) toward
the Administrative Charge shall be due and payable upon Lessee’s notification to County of the
proposed Change of Ownership (other than an Excluded Transfer) or Financing Event and request
for County’s approval thereof. If the transaction is approved, the balance of the Administrative
Charge, if any, and the Net Proceeds Share shall be due and payable concurrently with the
consummation of the transaction constituting the Change of Ownership (other than an Excluded
Transfer) or Financing Event giving rise to the obligation to pay such fee, regardless of whether or
not money is transferred by the parties in connection with such consummation. If County
disapproves the proposed transaction then, within thirty (30) days after notice of its disapproval,
County shall deliver to Lessee a written notice setting forth the Administrative Charge (including
documentation in support of the calculation of the Administrative Charge), together with a refund
of the amount, if any, of the deposit in excess of the Administrative Charge otherwise allowable
under Section 4.6. In the event that the Administrative Charge exceeds the deposit, then Lessee
shall pay County the balance of the Administrative Charge otherwise allowable under Section 4.6
within thirty (30) days after receipt of the notice from County setting forth the Administrative
Charge (including documentation in support of the calculation of the Administrative Charge) and
any additional supporting documentation reasonably requested by Lessee within five (5) business
days after its receipt of such notice. At the time of Lessee’s request for County approval of the
proposed transaction (or in the case of a transaction, if any, as to which a Net Proceeds Share is
payable but County’s approval is not required, then at the time of Lessee’s notice to County of the
transaction, but in no event later than the consummation of the transaction), Lessee shall present
(or cause to be presented) to County its calculation of the Net Proceeds Share (if any) anticipated
to be derived therefrom, which shall include the adjustment to Improvement Costs, if any, which
may result from the payment of such Net Proceeds Share (“Calculation Notice”). Each
Calculation Notice shall contain such detail as may be reasonably requested by County to verify
the calculation of the Net Proceeds Share. Within thirty (30) days after the receipt of the
Calculation Notice and all information or data reasonably necessary for County to verify the
calculations within the Calculation Notice, County shall notify the party giving the Calculation
Notice as to County’s agreement or disagreement with the amount of the Net Proceeds Share set
forth therein or the related adjustment of Improvement Costs, if any. If County disagrees with the
amounts set forth in the Calculation Notice, County shall provide Lessee with the reason or
reasons for such disagreement. Failing mutual agreement within thirty (30) days after the
expiration of County’s thirty (30) day review period, the dispute shall be resolved by arbitration as
set forth in Article 16 of this Lease in the manner prescribed herein for the resolution of disputes
concerning Fair Market Rental Value. In the event County approves a Change of Ownership or
Financing Event but a dispute exists as to the Net Proceeds Share in respect thereof or the related
adjustment, if any, in Improvement Costs, then the transaction may be consummated after County
has disapproved Lessee’s Calculation Notice; provided, however, that (i) Lessee shall remit to
County as otherwise required hereunder the undisputed portion of the Net Proceeds Share and (i1)
Lessee shall deposit the disputed portion of the Net Proceeds Share into an interest bearing escrow
account at the closing of the transaction (or deliver to County a letter of credit or other security
reasonably acceptable to County in the amount of the disputed portion), which disputed portion
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shall be distributed in accordance with the arbitration of the dispute pursuant to Article 16 of this
Lease, in the manner prescribed herein for the resolution of disputes concerning Fair Market
Rental Value.

4.7.1  Transfer of Less Than Entire Interest. Where a Change of Ownership has
occurred by reason of the transfer of less than all of an owner’s beneficial interest in Lessee or a
Major Sublessee, the Net Proceeds Share shall be due and payable with respect to those portions
of such beneficial interest that have been acquired by the transferee since the latest of (a) the
Effective Date, (b) the date of the most recent event creating Lessee’s obligation to pay a Net
Proceeds Share (including without limitation an approval by County of a transfer at a price which
falls below the threshold for paying a Net Proceeds Share, but excluding any event as to which the
Net Proceeds Share is expressly stated to be $0 under the provisions of the first paragraph of
Section 4.8 below) with respect to this Lease, a Major Sublease or a Change of Ownership that
included a transfer of the beneficial interest that is the subject of the current transfer, or (¢) the
date which is twelve (12) months prior to the transfer which constitutes the Change of Ownership.

4.7.2  Purchase Money Notes. If the transferor of an interest accepts a note
made by the transferee of such interest in payment of all or a portion of the acquisition cost (a
“Purchase Money Note”), such note shall be valued at its face amount; provided that if the
interest rate on such Purchase Money Note is in excess of a market rate, then the value of such
note shall be increased to reflect such above-market rate. Any disputes between County and
Lessee as to whether the interest rate on a Purchase Money Note is in excess of a market rate or
with respect to the valuation of a Purchase Money Note with an above-market rate of interest,
shall be settled by arbitration pursuant to Article 16 below.

4.7.3  Obligation to Pay Net Proceeds Share and Administrative Charge. With
respect to a Change of Ownership giving rise to the Administrative Charge and Net Proceeds
Share, the obligation to pay the Administrative Charge and Net Proceeds Share shall be the
obligation of Lessee, and in the case in which the identity of the Lessee changes with the transfer,
shall be the joint and several obligation of both the Lessee entity prior to the transfer and the
Lessee entity after the transfer. In the event that the Administrative Charge or Net Proceeds Share
is not paid when due with respect to the beneficial interest in this Lease, then County shall have
the remedies set forth in Section 13.3 hereof; provided, however, in the case of a transfer of an
interest in Lessee (as opposed to a transfer by Lessee of an interest in the Lease or the Premises)
in which the transferor and transferee fail to pay the Administrative Charge and/or Net Proceeds
Share due hereunder, as long as Lessee uses its best efforts to cause the payment of the required
Administrative Charge and Net Proceeds Share to be made, County shall, for a period of up to
three (3) years following the Change of Ownership, forebear from exercising any right to
terminate the Lease as a result thereof; provided further that at the end of such three (3) year
period County shall no longer have any obligation to forebear from terminating the Lease if the
Administrative Charge and Net Proceeds Share, plus interest as described below, has not been
paid in full. An Administrative Charge and Net Proceeds Share not paid when due hereunder
shall bear interest at the Prime Rate plus three percent (3%). For purposes of determining whether
County is required to forebear from terminating the Lease as described above, Lessee’s obligation
to use its best efforts to cause the payment of the unpaid Administrative Charge and/or Net
Proceeds Share shall include the obligation at Lessee’s expense, to institute a legal action against
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the transferor and transferee within ninety (90) days following the date of the transfer and to
diligently prosecute such legal action to completion.

4.8  Net Proceeds Share. The Net Proceeds Share shall be $0 for any Change of
Ownership occurring prior to the sixth (6™) anniversary of the last day of the Construction Period
(and for any Financing Event to fund such Change of Ownership).

In the case of a Change of Ownership (excluding Excluded Transfers) that occurs during
the period between the seventh (7th) and tenth (IOth) anniversaries of the last day of the
Construction Period, the Net Proceeds Share shall be equal to the greater of (a) the lesser of (i) the
Net Transfer Proceeds from such transfer, or (i1) two and one-half percent (2.5%) of the Gross
Transfer Proceeds from such transfer, or (b) twenty percent (20%) of the Net Transfer Proceeds
from such transfer.

In the case of a Change of Ownership (excluding Excluded Transfers) that occurs after
the tenth (IOth) anniversary of the last day of the Construction Period, the Net Proceeds Share shall
be equal to the greater of (a) the lesser of (i) the Net Transfer Proceeds from such transfer, or (ii)
five percent (5%) of the Gross Proceeds from such transfer, or (b) twenty percent (20%) of the Net
Transfer Proceeds from such transfer.

“Gross Transfer Proceeds” shall mean an amount equal to the gross sale or transfer
proceeds and other consideration given for the interests transferred (but in the case of a transfer to
a party affiliated with or otherwise related to the transferor which constitutes a Change of
Ownership that is not an Excluded Transfer, such consideration shall in no event be deemed to be
less than the fair value of the interests transferred; if Lessee and County are unable to agree upon
such fair value, then the matter shall be determined pursuant to Article 16).

In the case of the following Financing Events (collectively, the “Financing Event Net
Proceeds Share Exclusions”), the Net Proceeds Share shall be $0: (i) the origination of the initial
construction loan for the construction of the Renovation Work (the “Initial Construction Loan”),
(i1) the first conversion or refinancing of the Initial Construction Loan to permanent financing (or
a mini-perm financing) prior to the sixth (6th) anniversary of the last day of the Construction
Period, or (iii) any other Financing Event occurring prior to the sixth (6™) anniversary of the last
day of the Construction Period. With respect to any other Financing Event not described in the
immediately preceding sentence or in the parenthetical in the first paragraph of this Section 4.8
above, the Net Proceeds Share (if any) shall be equal to twenty percent (20%) of the Net
Refinancing Proceeds from such Financing Event. Notwithstanding the foregoing, in connection
with any Financing Event used to fund the cost of the acquisition of an Ownership Interest in
Lessee that constitutes an Excluded Transfer, if such Financing Event is secured by the Ownership
Interest that is transferred, then the Net Refinancing Proceeds from such Financing Event shall not
include the portion of the proceeds of such Financing Event used to fund the acquisition cost of
such Ownership Interest.

Notwithstanding any contrary provision of this Section 4.8, in the calculation of Net
Transfer Proceeds and Net Refinancing Proceeds derived from a Change of Ownership or
Financing Event, as applicable, pursuant to the remaining provisions of Section 4.8 below, there
shall be no duplication of any amounts to be subtracted from Gross Transfer Proceeds or the gross
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principal amount of any Financing Event (as applicable), even if a particular amount qualifies for
subtraction under more than one category.

4.8.1  Transaction by Original Lessee. In the case of a transfer by Lessee (but

not a transfer by a successor or assignee of Lessee) constituting a Change of Ownership for which
a Net Proceeds Share is payable, “Net Transfer Proceeds” shall mean the Gross Transfer
Proceeds from the transfer, less the following costs with respect to Lessee (but not its successors
or assignees):

10122777.5

4.8.1.1  The sum of (a) Ten Million Eight Hundred Thousand Dollars
($10,800,000.00), plus (b) the amount of the “Option Fee” paid by Lessee under the
Option Agreement, plus (¢) the actual out-of-pocket costs incurred by Lessee for its
third party consultants and attorneys in connection with the negotiation and
consummation of the Option Agreement and this Lease, plus (d) the Actual Costs
reimbursed by Lessee to County in connection with the negotiation and
consummation of the Option Agreement and this Lease (the sum of the amounts in
(a), (b), (c) and (d) are referred to as the “Base Value”), plus (e) the final actual out-
of-pocket design, engineering, permitting, entitlement and construction costs paid by
Lessee in connection with (I) the Renovation Work, or (II) other physical capital
Improvements or Alterations made to the Premises by Lessee after the Effective Date
in compliance with Article 5 of this Lease, in each case to the extent that such costs
have been submitted to County within ninety (90) days after the completion of such
Improvements, together with a written certification from Lessee and Lessee’s
construction lender (to the extent that such construction lender exists and the
construction lender has funded such costs) that such costs are accurate (the amounts
described in this clause (¢) are referred to as “Improvement Costs”).
Notwithstanding the foregoing, with respect to Improvements or Alterations which
are not part of the Renovation Work, Lessee shall submit the cost of such
Improvements on an annual basis within ninety (90) days following the end of each
fiscal year. If by the date that is ninety (90) days after the completion of the
Renovation Work (or other Improvements) the final amount of the Improvement
Costs is not established because of a dispute or disputes between Lessee and its
contractor(s), then Lessee shall note such dispute(s) in its submission of the
Improvement Costs (including a description of the costs and the amounts under
dispute). Lessee shall thereafter notify County in writing within thirty (30) days after
the resolution of any such dispute as to any final adjustment required to the amount of
the Improvement Costs to reflect the resolution of such dispute. Without limitation of
the definition of Improvement Costs above, Improvement Costs shall include all
actual out-of-pocket hard and soft construction costs paid to unaffiliated third parties
(except that Lessee shall be entitled to include, to the extent actually incurred,
construction management and/or development fees paid to an affiliate as long as the
total amount of all construction management, development and similar fees paid to
unaffiliated and aftfiliated parties does not exceed an aggregate of four percent (4%)
of the hard construction costs), and actual construction period interest on Lessee’s
construction loan from an unaffiliated third party lender.
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4.8.1.2  Commissions, title and escrow costs, documentary transfer
taxes, sales and use taxes, reasonable attorneys’ fees, prepayment fees, penalties or
other similar charges (such as yield maintenance premiums or defeasance costs), and
other bona fide closing costs actually paid to third parties and documented to the
reasonable satisfaction of Director, which costs were directly attributable to the
consummation of the particular transaction giving rise to the obligation to pay County
a Net Proceeds Share, including the Administrative Charge paid to County for such
transaction (but without double counting) (collectively, “Documented Transaction
Costs”).

4.8.1.3 That portion of the principal amount of any Financing Event
after the Effective Date that constituted Net Refinancing Proceeds on which Lessee
paid County a Net Proceeds Share (or that would have constituted Net Refinancing
Proceeds on which Lessee would have been required to pay a Net Proceeds Share but
for the Financing Event Net Proceeds Share Exclusions).

4.8.2  Transfer by Lessee’s Successor. In the case of a transfer by a Lessee other

than the original Lessee, “Net Transfer Proceeds” shall mean the Gross Transfer Proceeds
received by that successor, minus the following costs with respect to such successor Lessee:
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4.8.2.1  The greatest of (a) the sum of the Base Value, plus
Improvement Costs incurred subsequent to the Effective Date but prior to the
acquisition of the leasehold interest by such successor; (b) the purchase price such
successor paid to Lessee or such successor’s seller for the interest acquired (or to the
extent that such successor acquired its interest herein pursuant to an exchange of
property or other non-monetary interests, then the fair market value of the property or
other interests transferred by such successor as the consideration for such successor’s
acquisition of the interest hereunder acquired by such successor);or (¢) the original
principal amount of any Financing Event or Financing Events (on a non-duplicative
basis) after such successor Lessee’s acquisition of the leasehold, and with respect to
which County was paid a Net Proceeds Share (or, in the case of a Financing Event on
which Lessee would have paid a Net Proceeds Share but for the Financing Event Net
Proceeds Exclusions), plus the principal amount of any financing existing as of the
date on which such seller acquired the leasehold or subsequently obtained by Lessee,
if such financing has not been refinanced, but without duplication;

4.8.2.2 Improvement Costs actually paid by such successor Lessee after
such successor Lessee’s acquisition of its leasehold interest in the Premises (but not
duplicative of the principal amount of any Financing Event described in clause
4.8.2.1(c) above, the proceeds of which were used to fund such Improvement Costs);
provided that such costs have been submitted to County, with an appropriate lender
(if any) and Lessee certification, as provided in Subsection 4.8.1.1; and

4.8.2.3 Documented Transaction Costs with respect to the transfer of
the interest by the successor.
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4.8.3  Transfers of Major Sublessee’s Interest. With respect to any Change of
Ownership described in Subsection 4.6.1(b), Subsections 4.8.1 and 4.8.2 shall apply (as
applicable), except that any rents or other amounts received by Lessee from the Major Sublessee a
percentage of which is passed through to County under any provision of this Lease (other than
payment of Net Proceeds Share) shall be disregarded in the computation of Net Transfer Proceeds.

4.8.4  Other Transfers. With respect to any Change of Ownership that is not an
Excluded Transfer and is not described in Subsections 4.8.1 through 4.8.3 (e.g., a transfer of a
beneficial interest in Lessee or a Major Sublessee), Subsections 4.8.1, 4.8.2 and 4.8.3 shall apply
to such Change of Ownership (as applicable), as adjusted pursuant to the immediately following
sentence. For purposes of the application of Sections 4.8.1 and 4.8.2 to a Change of Ownership
under this Section 4.8.4, in lieu of deducting the Base Value and Improvement Costs in
determining Net Transfer Proceeds, the cost to the transferor of the interest being transferred or
which was transferred in the past but constitutes a portion of an Aggregate Transfer (which cost
shall in no event be deemed to be less than a pro rata share (i.e., the percentage of the entire
beneficial interest in Lessee that is then being transferred) of the Base Value and Improvement
Costs (or with respect to a transfer of a beneficial interest in a Lessee that is not the original
Lessee Entity that executed this Amended and Restated Lease Agreement, such cost shall in no
event be deemed to be less than the pro rata share (i.e., the percentage of the entire beneficial
interest in Lessee that is then being transferred) of the sum of Subsections 4.8.2.1 and 4.8.2.2 as of
the respective date of the transfer of each interest in the aggregation pool)) shall be deducted.
Furthermore, in the event that any such Change of Ownership produces a Net Proceeds Share, the
then-existing Improvement Costs shall be increased by an appropriate amount to reflect the basis
on which the Net Proceeds Share was calculated, and the basis of the interest that was transferred
and for which a Net Proceeds Share was paid shall also be increased for subsequent transfers of
the same interest, as if realized by Lessee or a Major Sublessee upon a transfer of a comparable
interest in this Lease or in a Major Sublease, as applicable.

4.8.5 Net Refinancing Proceeds. “Net Refinancing Proceeds” shall mean the
gross principal amount of any Financing Event after the Effective Date (plus in the case of
secondary financing the original principal balance of any existing financing that is not repaid as a
part of such secondary financing), minus (a) the greatest of (i) the Base Value plus the
Improvement Costs incurred prior to the date of the current Financing Event as to which the
amount of Net Refinancing Proceeds is then being calculated, (ii) the Prior Financing Event
Principal Balance (as defined below), or (iii) in the case of a successor Lessee, the purchase price
such successor paid to Lessee or such successor’s seller for the interest acquired, (b) any portion
of the proceeds of the Financing Event which shall be used for Improvement Costs to be incurred
after the date of the Financing Event, (c) other Improvement Costs incurred by Lessee and not
paid for or repaid with the proceeds of any Financing Event (but without duplication to the extent
included in the amount determined under clause (a) above), and (d) Documented Transaction
Costs with respect to such Financing Event. Notwithstanding the foregoing, there shall be no
double counting of Improvement Costs in clauses (a), (b) and (c) above. In addition,
notwithstanding any contrary provision of Section 4.6 above pursuant to which a Net Proceeds
Share would be due upon a Financing Event, if the purpose of a Financing Event is to fund the
acquisition cost (or a portion of the acquisition cost) of a Change of Ownership that is not an
Excluded Transfer, then to the extent that the gross principal amount of the Financing does not
exceed the gross sale or transfer price of such Change of Ownership, and if the Financing Event is
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consummated concurrently with the consummation of the Change of Ownership, there shall not be
any separate Net Proceeds Share payable in connection with such Financing Event.

For purposes of this Subsection 4.8.5, “Prior Financing Event Principal
Balance” shall mean an amount equal to the original principal amount of a Financing Event
consummated after the Effective Date but prior to the then-subject Financing Event, plus if such
previous Financing Event was secondary financing, the original principal balance of any then-
existing financing that was not repaid as part of such secondary financing; provided, however, if
there were more than one such previous Financing Event after the Effective Date, then the
calculation shall be performed for each such previous Financing Event after the Effective Date,
and the higher or highest amount so determined shall be the Prior Financing Event Principal
Balance.

4.8.6  Transfers to which Sections 4.6 through 4.8 Apply. The provisions of
Sections 4.6 through 4.8 hereof shall apply to all transfers of beneficial interests in this Lease or a
Major Sublease which constitute a Change of Ownership, unless such transfers are otherwise
excluded pursuant to this Lease. Furthermore, the provisions of Sections 4.6 through 4.8 of this
Lease, and the principles set forth therein, shall apply to any transfer or series of transfers
primarily structured for the purpose of avoiding the obligation to pay Net Proceeds Share set forth
in Sections 4.6 through 4.8 of this Lease and which, viewed together, would otherwise constitute a
Change of Ownership.

4.8.7  Payment. Net Proceeds Share shall be due and payable concurrently with
the transfer giving rise to the obligation to pay such share and shall be the joint and several
obligation of the transferee and transferor. Net Proceeds Share not paid when due shall be subject
to a late fee of six percent (6%) of the amount due, together with interest on such Net Proceeds
Share at the Applicable Rate from the date due until paid; provided, however, that in the case of a
dispute as to the correct amount of the Net Proceeds Share there shall be no late fee payable as
long as Lessee timely pays to County the undisputed portion of the Net Proceeds Share and
deposits the disputed portion thereof in an interest bearing escrow account at the closing of the
transaction (or delivers to County a letter of credit or other security reasonably acceptable to
County in the amount of such disputed portion) to secure payment thereof. In the event that the
proceeds of the transaction giving rise to the obligation to pay Net Proceeds Share are comprised,
in whole or in part, of assets other than cash, then the cash payment of the Net Proceeds Share
shall reflect the fair market value of such non-cash assets as of the date of the Change of
Ownership, which shall be set forth in the Calculation Notice. Notwithstanding the foregoing, in
the case of a Change of Ownership described in Subsection 4.6.1(b), the Net Proceeds Share shall
be payable to County as and when the Net Transfer Proceeds are received, with the Net Proceeds
Share being equitably apportioned to the payments derived by Lessee from said Change of
Ownership (other than any payments passed through to County under this Lease).

4.8.8  Shareholder, Partner, Member, Trustee and Beneficiary List. As part of
the submission for approval of a Change of Ownership or Financing Event, and upon the request
of County (which requests shall be no more frequent than once per year), Lessee shall provide
County with an updated schedule listing the names and mailing addresses of (1) all shareholders,
partners, members and other holders of equity or beneficial interests in Lessee, this Lease or the
Major Sublessee under any Major Sublease, and (ii) all shareholders, partners, members and other
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holders of equity or beneficial interests in any of the constituent shareholders, partners, members
or other holders of equity or beneficial interests in Lessee or any Major Sublessee under any
Major Sublease, if such interest exceeds a five percent (5%) or greater beneficial interest in Lessee
or the Major Sublessee under a Major Sublease. In the event that such shareholder, partner,
member or other interest holder is a trust, Lessee shall include in such schedule the name and
mailing address of each trustee of said trust, together with the names and mailing addresses of
each beneficiary of said trust with greater than a five percent (5%) actuarial interest in
distributions from, or the corpus of, said trust; provided, however, that to the extent that Lessee is
prevented by Applicable Laws from obtaining such information regarding the beneficiaries of said
trust(s), Lessee shall have complied with this provision if Lessee uses its best efforts to obtain
such information voluntarily and provides County with the opportunity to review any such
information so obtained. Lessee agrees to use its best efforts to provide County with any
additional information reasonably requested by County in order to determine the identities of the
holders of five percent (5%) or greater beneficial interests in Lessee or a Major Sublessee.

3. RENOVATION WORK; ALTERATIONS.

5.1 Renovation Work. Promptly following the Effective Date, Lessee shall renovate
the existing Improvements located on the Premises in accordance with the renovation plan
attached to this Lease as Exhibit B (the “Renovation Plan”), including without limitation, the
complete renovation of the existing hotel (to contain 134 rooms) and bungalows existing on the
Premises, including the renovation of the interiors, bathrooms, windows and doors of all rooms,
the replacement of all building systems (including HVAC, electrical, plumbing, elevators and
other building systems), and the renovation of building facades, interior and exterior common
areas, landscaping and hardscape. The renovation work described in this Section 5.1 is referred to
herein as the “Renovation Work.” The Renovation Work shall be performed in accordance with
the Renovation Plan and the Final Plans and Specifications for the Renovation Work (as
established under the Option Agreement to the extent that the Final Plans and Specifications for
the Renovation Work are approved by Director prior to the Effective Date, or as established under
Subsection 5.3.3 of this Lease to the extent that the Final Plans and Specifications for the
Renovation Work are not approved by Director until after the Effective Date). Lessee shall
construct for Director’s approval a mock-up room that depicts the typical hotel room as renovated.
Such mock-up room shall be completed in accordance with a schedule that permits Director to
approve the mock-up room prior to the application of the various components of the mock-up
room to the other hotel rooms. If the mock-up room is not completed, and Director’s approval of
the mock-up room received, prior to the commencement of construction of the Renovation Work,
then Lessee shall assume the risk that portions of the Renovation Work performed prior to
Director’s approval of the mock-up room may be required to be altered to accommodate changes
or modifications required by Director with respect to the mock-up room. Director’s approval or
disapproval of the mock-up room shall not be limited or constrained by any additional cost, delay
or other adverse affect that results from Lessee’s failure to receive Director’s approval of the
mock-up room prior to the commencement of construction of the Renovation Work.

Lessee shall be responsible for the acquisition and compliance with all required
governmental (including, without limitation, County, Coastal Commission and Design Control
Board) planning and entitlement approvals required to perform the Renovation Work.
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Lessee shall be solely responsible for all costs and expenses incurred in connection with
the performance of the Renovation Work (including all design, engineering, entitlement and
construction activities). Lessee shall expend on the Renovation Work not less than the Required
Cost Amount (as defined below) for out-of-pocket costs paid to third parties for the performance
of the Renovation Work that comply with the definition of Applicable Renovation Costs set forth
below. The immediately preceding sentence shall not be construed as a maximum amount that
Lessee is required to expend for Applicable Renovation Costs for the Renovation Work, but only
as a minimum amount, and Lessee shall be required to perform the Renovation Work in
accordance with the requirements and standards set forth in this Article 5 even if the Applicable
Renovation Costs necessary to do so exceed the Required Cost Amount. Only Applicable
Renovation Costs may be used to satisfy the Required Cost Amount. “Applicable Renovation
Costs” shall mean all out-of-pocket hard construction costs paid to unaffiliated third parties for
the construction of the Renovation Work plus the following additional out-of-pocket soft costs
paid to unaffiliated third parties: (a) architectural, design and engineering fees not to exceed 8% of
the Required Cost Amount; (b) governmental permit fees; (c) project oversight and management
fees; provided, however, that the aggregate amount of project oversight and management fees,
whether paid to the general contractor or another third party construction manager shall not
exceed 5% of the Required Cost Amount; (d) costs for furniture, fixtures and equipment not to
exceed an aggregate of $3,000,000; (e) the initial franchise fee paid to the third party operator of
the Hotel; (f) accounting, legal and insurance costs incurred in connection with the Renovation,
not to exceed $170,000; (g) working capital for the initial operation of the Hotel, not to exceed
$670,000; and (h) construction loan fees and costs, and construction loan interest during the
period of the Renovation Work until the Renovation Work is substantially completed. The hard
construction costs for the Renovation Work may include up to $1,000,000 of hard construction
costs incurred for leasehold improvements to the restaurant, whether incurred by Lessee or the
restaurant Sublessee. The Applicable Renovation Costs shall not include the Option Fee,
syndication fees or costs, any imputed cost or value of the existing Improvements, or any imputed
cost or value of land or the existing leasehold interest.

The “Required Cost Amount” for the Renovation Work means $11,300,000, as adjusted
in accordance with the terms and provisions of this paragraph; provided, however, that the
Required Cost Amount shall not be adjusted to an amount that is less than $11,300,000. For
purposes hereof, the term “Required Cost Adjustment Date” shall mean each of the four dates
that constitute the last day of each month during which the Renovation Work is first twenty-five
percent (25%) completed, fifty percent (50%) completed, seventy-five percent (75%) completed
and one hundred percent (100%) completed, respectively. The initial Required Cost Amount of
$11,300,000 shall be increased as of the first Required Cost Adjustment Date by the same
percentage increase in the Consumer Price Index during the period from (I) the month of July,
2007 until (IT) the month of the first Required Cost Adjustment Date. Thereafter, on each
subsequent Required Cost Adjustment Date, the Required Cost Amount shall be adjusted to an
amount equal to the sum of (x) the Previous Adjusted Required Cost Amount, plus (y) the product
of (A) the Previous Adjusted Required Cost Amount minus the total amount of Applicable
Renovation Costs incurred by Lessee as of the most recent preceding Required Cost Adjustment
Date, multiplied by (B) the percentage increase (if any) in the Consumer Price Index during the
period from the month of the most recent preceding Required Cost Adjustment Date to the month
of the current Required Cost Adjustment Date. The “Previous Adjusted Required Cost
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Amount” for each respective Required Cost Adjustment Date means the revised Required Cost
Amount as of the most recent preceding Required Cost Adjustment Date. The Required Cost
Amount as revised as of the last Required Cost Adjustment Date, shall be the Required Cost
Amount under this Section 5.1.

Lessee shall comply with all time deadlines and schedules set forth in this Article 5
relating to the completion of the design and construction of the Renovation Work (subject to any
extension set forth in Section 5.6 for Force Majeure delay). Lessee’s failure to do so shall, if not
cured within the applicable cure period set forth in Subsection 13.1.3, constitute an Event of
Default. Except to the extent Lessee is prevented from so doing by Force Majeure delay as
provided in Section 5.6, Lessee shall cause (1) the commencement of construction of the
Renovation Work to occur on or before the date (the “Required Construction Commencement
Date”) which is sixty (60) days following the Effective Date; (2) following commencement of
construction of the Renovation Work diligently continue performance of the Renovation Work
through completion of the Renovation Work in accordance with the construction schedule
submitted to and approved by Director pursuant to Section 5.4.6 below; and (3) substantially
complete the Renovation Work not later than the second (2" anniversary of the Effective Date
(the “Required Construction Completion Date”). Notwithstanding any contrary provision of
this Article 5 in no event shall the Required Construction Commencement Date or Required
Construction Completion Date be extended for more than one (1) year for any Force Majeure
delay.

Lessee acknowledges that the principal inducement to County to enter into this Lease,
including the extension of the Term as provided herein, is the timely commencement,
performance and completion by Lessee of the Renovation Work. In the event that Lessee fails to
comply with its obligations under this Section 5.1 to commence and complete the Renovation
Work by the Required Construction Commencement Date and Required Construction Completion
Date, respectively (as such dates may be extended pursuant to Section 5.6, if applicable), then in
addition to any other rights or remedies which County may have in connection with such failure
(but subject to Section 12.12), at County’s election by written notice to Lessee, this Lease
automatically shall be amended such that the terms and provisions of this Lease revert back to the
terms and provisions of the Existing Lease (including, without limitation, the Existing Expiration
Date), as modified by the “Non-Exercise Amendment” described in the Option Agreement (the
“Reversion Amendment”). Notwithstanding the foregoing, if and as long as Lessee has
commenced construction of the Renovation Work and is diligently prosecuting and continues to
diligently prosecute such construction to completion, then the Lease shall not be amended by the
Reversion Amendment unless and until such time as the delay in the completion of the
Renovation Work exceeds the Required Construction Completion Date (as extended pursuant to
Section 5.6, if applicable) by more than six (6) months.

During the period from the Required Construction Completion Date (as extended
pursuant to Section 5.6, if applicable) until the earlier of (a) the date of the substantial completion
by Lessee of the Renovation Work; or (b) the date that the Reversion Amendment takes effect at
County’s election, County shall have the right to increase the Annual Minimum Rent payable by
Lessee pursuant to Article 4 of this Lease to an amount equal to the total Annual Rent (i.e.,
Annual Minimum Rent and Percentage Rent) that would have been payable by Lessee during such
period if Lessee had completed the Renovation Work by the Required Construction Completion
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Date (as extended pursuant to Section 5.6, if applicable). The increased Annual Minimum Rent
payable by Lessee pursuant to the immediately preceding sentence shall be calculated by County
based on the good faith projection by Director of the Gross Receipts that would have been
generated at the Premises if the Renovation Work had been completed as required under this
Lease. Notwithstanding any contrary provision of this Lease, the remedy set forth in this
paragraph shall not be deferred, delayed or otherwise affected by any tolling of obligations or
tolling of dates under this Section 5.1 pursuant to Subsection 12.3.6 below, or by any cure periods
or other rights, restrictions or other remedies of any Encumbrance Holder, including without
limitation, the terms and provisions of Article 12 of this Lease, or by any notice or cure rights
under Section 13.1 of this Lease.

5.2 Application of Article 5 to Renovation Work. The remaining sections of this
Article 5 after this Section 5.2 pertain to the construction of the Renovation Work and to any other
Alterations (as defined below) which Lessee may be required or desire to make to the Premises
during the Term, including without limitation, the Subsequent Renovation described in Section
5.11 below. For purposes of this Lease, “Alterations” shall mean the construction of any
alterations or modifications to the Improvements located on the Premises or the construction of
any new Improvements. The Renovation Work and Subsequent Renovation shall be considered to
be Alterations. Accordingly, except as expressly provided in this Article 5, all of the terms and
provisions of Article 5 of this Lease after this Section 5.2 that are applicable to Alterations shall
also be applicable to the Renovation Work and Subsequent Renovation.

53 Plans and Specifications for Alterations. Lessee shall make no Alterations without
the prior written approval of the Director, which approval shall not be unreasonably withheld,
conditioned or delayed. Prior 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 (except to the extent such
submittals and approvals have been previously completed with respect to the Renovation Work
pursuant to the Option Agreement). 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 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 all affected boundaries of the Premises and all affected rights-of-way or
other areas reserved to County or third parties which are located thereon. After receipt of such
plans, Director shall have sixty (60) days within which to approve or disapprove such submission
in writing. Failure of Director to approve such submission in writing within said sixty (60) day
period shall be deemed disapproval of said submission. Following any deemed disapproval of
such submission by Director, Director shall, within thirty (30) days after receipt of a written
request from Lessee, disclose to Lessee in writing Director’s objections to the submission. After
approval of schematic plans (or subsequent approval of preliminary plans or Final Plans and
Specifications) by Director, if changes in such plans are required by conditions of approval of the
Alterations imposed by the California Coastal Commission or other governmental agency with
jurisdiction thereover, Lessee shall promptly advise Director in writing of such changes and
Director shall not disapprove those changes that constitute Approved Governmental Changes.
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5.3.2  Preliminary Plans and Specifications. As soon as reasonably practicable
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 difference in the scope,
size, configuration, arrangement or motif of the Improvements from those described in the
approved schematics and narrative shall be separately identified and described. The preliminary
plans shall be of a detail and scope that is typically associated with design development drawings.
Director shall have twenty-one (21) days from receipt within which to approve or reasonably
disapprove such submission, and Director may disapprove said preliminary plans only on the
grounds that (i) they do not reflect a natural evolution from the approved schematic plans or that
they materially differ from the approved schematic plans and narrative (exclusive of any
Approved Governmental Changes), or (ii) that any new, different or additional specifications for
the Improvements not expressly set forth in, and approved by Director as a part of, the schematic
plans do not meet the requirements for the Improvements set forth in this Article 5. Failure of
Director to disapprove said preliminary plans within twenty one (21) days after Director’s receipt
thereof shall be deemed Director’s approval thereof; provided, however, that in the event that the
preliminary plans, outline specifications and construction cost estimates contain substantial
changes from the approved schematics and narrative (other than Approved Governmental
Changes), 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 SUBSECTION 5.3.2 OF THE AMENDED AND
RESTATED LEASE AGREEMENT, IF THESE MATERIALS
CONTAIN NO SUBSTANTIAL CHANGES FROM THE MATERIALS
PREVIOUSLY SUBMITTED TO YOU (OTHER THAN APPROVED
GOVERNMENTAL CHANGES), 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.”

Following any deemed disapproval of such submission by Director, Director shall,
within thirty (30) days after receipt of a written request from Lessee, disclose to Lessee in
writing Director’s objections to the submission.

5.3.3  Final Plans and Specifications. As soon as reasonably practicable after
Director’s approval of the preliminary plans, outline specifications and construction cost
estimates, Lessee shall submit for approval by Director six (6) complete sets of final plans,
detailed specifications and a construction cost estimate for the Alterations, together with one (1)
set of appropriate structural computations, identical to those requested or required by the County
Director of Public Works incident to the issuance of building permits under the relevant
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provisions of the Los Angeles County Building Code. Lessee shall file duplicate copies of the
final plans, detailed specifications and construction cost statement required by this Section with
the County Director of Public Works, together with the necessary and appropriate applications for
building permits. Any 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 after receipt within
which to approve or disapprove such submission, and Director may disapprove such submission
only on the grounds that (i) they do not reflect a natural evolution from or that they materially
differ from the approved preliminary plans, outline specifications and construction cost estimates
(exclusive of any Approved Governmental Changes), or (ii) that any new, different or additional
specifications for the Improvements not expressly set forth in, and approved by Director as a part
of, the preliminary plans do not meet the requirements for the Improvements set forth in this
Article 5. Failure of Director to disapprove said final plans and related 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 specifications and construction cost
estimate contain substantial changes from the approved preliminary plans and specifications
(other than Approved Governmental Changes), 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 specifications and construction cost estimate, Lessee must deliver to Director
a transmittal letter containing the following text prominently displayed in bold faced type:

“PURSUANT TO SUBSECTION 5.3.3 OF THE AMENDED AND
RESTATED LEASE AGREEMENT, IF THESE MATERIALS
CONTAIN NO SUBSTANTIAL CHANGES FROM THE MATERIALS
PREVIOUSLY SUBMITTED TO YOU (OTHER THAN APPROVED
GOVERNMENTAL CHANGES), 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.”

Following any deemed disapproval of such submission by Director, Director
shall, within thirty (30) days after receipt of a written request from Lessee, disclose to
Lessee in writing Director’s objections to the submission. Director’s approval shall not be
unreasonably withheld, conditioned or delayed; provided, however, that it shall be deemed
reasonable to disapprove any submission not in substantial conformity with the approved
preliminary plans and specifications (exclusive of any Approved Governmental Changes),
or which contains new, different or additional specifications for the Improvements which
were not expressly set forth in, and approved by Director as a part of, the preliminary plans
and which do not meet the requirements for the Improvements set forth in this Article 5.
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, conditioned or
delayed.
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54 Conditions Precedent to the Commencement of Construction. No Renovation
Work, Subsequent Renovation or other Alterations shall be commenced until each and all of the
following conditions have been satisfied:

5.4.1  Permits and Other Approvals. Lessee shall have received and furnished
the Department with copies of all permits, licenses and other governmental approvals necessary
for commencement of the Alterations.

5.4.2  Copies of Construction Contracts. Lessee shall have furnished County
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. Lessee shall, at its own cost and
expense, have furnished County with the following separate corporate surety bonds (or with the
substitute security set forth below) not less than ten (10) days prior to the commencement of
construction, which bonds (or other security) must be in form and content reasonably satisfactory
to County:

5.4.3.1 A corporate surety performance bond (“Performance Bond”)
issued by a surety company licensed to transact business as such in the State of
California, in an amount not less than one hundred percent (100%) of the amount of
all hard construction costs approved by County in conjunction with the approved
Alteration. The Performance Bond and its issuer shall be in all material respects
reasonably satisfactory to County. It shall name Lessee as principal and said issuer as
surety, and County as obligee (and which may include an Encumbrance Holder as an
additional obligee), assuring full and satisfactory performance by Lessee of Lessee’s
obligations herein to build, construct and otherwise complete the Improvements
described in the approved final plans and specifications.

5.4.3.2 A corporate surety payment bond, issued by a surety company
licensed to transact business as such in the State of California, with Lessee as
principal, said company as surety and County as obligee (and which may include an
Encumbrance Holder as an additional obligee), in a sum equal to one hundred percent
(100%) of the total construction cost anticipated to be incurred in connection with the
approved work, guaranteeing payment for all materials, provisions, supplies and
equipment used in, upon, for or about the performance of said construction work or
for labor done thereon of any kind whatsoever and protecting County from any and
all liability, loss or damages arising out of or in connection with any failure to make
such payment (the “Payment Bond”). The Payment Bond shall be in form and
content reasonably satisfactory to County.

In the event that construction is performed by a licensed general contractor on
behalf of Lessee, provided that such contractor provides County with a bond or bonds
compliant with this Subsection, and in all material respects reasonably satisfactory to
County and otherwise complying with this Subsection, County will accept such
contractor’s bonds in lieu of the Performance Bond and/or Payment Bond by Lessee
required by this Subsection 5.4.3.
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5.4.4  Alternative Security. In lieu of providing the Payment and Performance
Bonds, Lessee may provide any of the following alternative security: (i) a completion guaranty, in
form and substance reasonably acceptable to Director, made by an individual or entity with a
sufficient net worth and liquidity, in the sole discretion of Director, to comply with the terms of
such guaranty in view of the potential financial responsibility involved, (i) a certificate of deposit,
cash or United States governmental security, (iii) a letter of credit, or (iv) a set aside letter from
Lessee’s construction lender. The security described in clause (ii), (ii1) and (iv) above shall be in
an amount equal to one hundred percent (100%) of the construction contract price for hard costs,
and shall permit County to draw thereon to complete the construction of the Improvements if
same have not been completed by Lessee or if a material Event of Default has occurred under this
Lease. In addition, Director also shall have the authority to accept in lieu of the Payment and
Performance Bonds, so-called “Subguard” insurance in such amount, on such terms and issued by
such carrier as approved by Director, in combination with such other security, such as a
completion guaranty, as acceptable to Director. Any alternative security provided by Lessee
pursuant to this subsection may name County and Lessee’s construction lender as co-
beneficiaries. A condition precedent to Lessee’s right to provide the alternate security described
in this Subsection 5.4.4 shall be delivery by Lessee to County of an opinion of counsel from a law
firm and in a form acceptable to County to the effect that the construction work does not
constitute a public work of improvement requiring the delivery of the bonds described in
Subsection 5.4.3 above. Director shall have the authority, in his reasonable discretion, to modify,
waive or reduce the amount of any bonds or alternate security required hereunder.

5.4.5 Evidence of Financing. Lessee shall have provided evidence reasonably
satisfactory to County of its having sufficient financial resources, as reasonably determined by
Director, to complete the Renovation Work or other Alterations, as applicable. Lessee shall
furnish Director with copies of all final notes, guarantees, partnership, shareholder or limited
liability company agreements, construction loan and/or permanent loan commitments, as
applicable, evidence of equity, documents creating and/or perfecting security interests, and all
documents and exhibits referred to in any of the foregoing, together with any and all recorded
documents affecting an interest in the Premises.

5.4.6 Work Schedule. With respect to the Renovation Work, unless the
construction schedule for the Renovation Work is submitted to and approved by Director prior to
the Effective Date, Lessee shall submit to Director no later than thirty (30) days after the Effective
Date a construction schedule for the performance of the Renovation Work. Director shall have the
right to reasonably approve such construction schedule as being consistent and compatible with
the Required Construction Commencement Date and Required Construction Completion Date set
forth in Section 5.1 above; provided, however, that Director shall have no liability in connection
with the approval of such construction schedule, nor shall Director’s approval of such construction
schedule in any manner relieve or otherwise affect Lessee’s obligations under this Lease with
respect to the commencement and completion of the Renovation Work on or before the respective
required dates for such commencement and completion set forth in Section 5.1 above.

5.5 County Cooperation. In its proprietary capacity, the Department shall cooperate
with and assist Lessee, to the extent reasonably requested by Lessee, in Lessee’s efforts to obtain
the appropriate governmental approvals, consents, permits or variances which may be required in
connection with the performance by Lessee of the Renovation Work and the Subsequent
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Renovation, as applicable. Such cooperative efforts may include the Department’s joinder in any
application for such approval, consent, permit or variance, where joinder therein by the
Department is required or helpful; provided, however, that Lessee shall reimburse County for the
Actual Cost incurred by the Department in connection with such joinder or cooperative efforts.
Notwithstanding the foregoing, Lessee and County acknowledge that the approvals given by
County under this Lease are approvals pursuant to its authority under Sections 25536 and 25907
of the California Government Code; that approvals given under this Lease in no way release
Lessee from obtaining, at Lessee’s expense, all permits, licenses and other approvals required by
law for the construction of Improvements on the Premises and operation and other use of such
Improvements on the Premises; and that the Department’s duty to cooperate and County’s
approvals under this Lease do not in any way modify or limit the exercise of County’s
governmental functions or decisions as distinct from its proprietary functions pursuant to this
Lease.

5.6  Delays in Commencement and Completion of Renovation Work. Upon
commencement of construction of the Renovation Work, Lessee shall thereafter diligently pursue
the completion of such construction by the Required Construction Completion Date, subject to
Force Majeure as set forth below. If Lessee is delayed in the commencement of construction or
completion of the Renovation Work due to Force Majeure, then the Required Construction
Commencement Date and the Required Construction Completion Date, if and to the extent that
the event actually causes a delay in the commencement and completion of construction (as
applicable) shall be extended by the period of the delay caused by such Force Majeure.
Notwithstanding the foregoing, (a) any extension due to Force Majeure shall be limited to the
period of the delay caused by the Force Majeure event and no such delay shall be considered to
have commenced unless Lessee notifies Director in writing of the commencement of such delay
within ten (10) business days after Lessee’s discovery of the delay; (b) in no event shall the
Required Construction Commencement Date be extended for more than an aggregate of one year
due to Force Majeure; and (c) in no event shall the Required Construction Completion Date be
extended beyond the third (3") anniversary of the Effective Date. Lessee and Director shall
discuss and attempt to agree on the length of time of any entitled delay due to Force Majeure
pursuant to this Section 5.6. If they are unable to agree within thirty (30) days after written notice
from Lessee of the event or occurrence giving rise to Lessee’s claim to an entitlement to a delay
under this Section 5.6, the matter shall be arbitrated as set forth in Article 16.

In the case of the Renovation Work and the Subsequent Renovation, the definition of
Force Majeure shall also include delays in the commencement and completion of the Renovation
Work or Subsequent Renovation (as applicable) due to Unreasonable County Activity. For the
purposes of this Lease, “Unreasonable County Activity” means any of the following that occurs
after the Effective Date: (i) the Department’s failure to provide required County joinder, if any, as
fee title owner of the Premises, in Lessee’s submittal to the applicable governmental agency of the
Final Plans and Specifications for the Renovation Work or Subsequent Renovation (as applicable)
that are approved by the Department; or (ii) the Department’s failure to take such other actions, at
no cost or expense to County, in its proprietary capacity, that are reasonably requested by Lessee
and which are necessary for Lessee to proceed with the permitting and approval process for the
Renovation Work or Subsequent Renovation (as applicable), or the taking by the Department of
actions in its proprietary capacity, without Lessee’s consent, which are in conflict with Lessee’s
rights and obligations under this Lease and actually delay the receipt of any remaining permits or
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approvals for the Renovation Work or Subsequent Renovation (as applicable); or (ii1) the
Department’s failure to comply with the time periods imposed upon the Department under Section
5.3 above, except in the case (if any) where a failure of the Department to notify Lessee of its
approval or disapproval of a matter constitutes County’s deemed approval of such matter, or
constitutes County’s deemed disapproval of such matter and County’s disapproval of such matter
is authorized under the circumstances. Nothing contained in Section 5.5 above, this Section 5.6 or
any other provisions of this Lease shall be construed as obliging the Department or the County to
support proposals, issue permits, or otherwise act in a manner inconsistent with County’s actions
under its regulatory powers. It shall not be Unreasonable County Activity if County fails to
accelerate the County’s customary regulatory permit or approval process. No action or inaction
shall constitute Unreasonable County Activity unless and until all of the following procedures and
requirements have been satisfied:

5.6.1 Within a reasonable time under the circumstances, Lessee must notify
Director in writing of the specific conduct comprising the alleged Unreasonable County
Activity, and the next opportunity, if any, for County to rectify such alleged conduct. If
Lessee fails to notify Director in writing as specified in the immediately preceding
sentence within five (5) days following Lessee’s discovery of the alleged Unreasonable
County Activity, then notwithstanding any contrary provision of this Section 5.6, in no
event shall Lessee be entitled to any extension for any period of the delay under this
Section 5.6 that occurred prior to the date of Lessee’s notice described in this Subsection
5.6.1.

5.6.2 Within seven (7) days following receipt of the notice alleging
Unreasonable County Activity, Director shall meet with Lessee or its authorized
representative in order to determine whether Unreasonable County Activity has occurred
and, if so, how such Unreasonable County Activity can be rectified and the duration of
the delay caused by such Unreasonable County Activity. If Director determines that
Unreasonable County Activity has occurred and that County can and will take rectifying
action, then the amount of delay under this Section 5.6 for the Unreasonable County
Activity shall equal the actual amount of delay directly caused by the Unreasonable
County Activity. If Director determines that Unreasonable County Activity has occurred,
but that County cannot take rectifying action (or if the proposed rectifying action will not
produce the results desired by Lessee), then Lessee and Director shall establish the length
of the delay likely to be caused by the Unreasonable County Activity.

5.6.3  If, within fourteen (14) days following receipt of Lessee’s notice
alleging Unreasonable County Activity, Director and Lessee have not agreed in writing
as to whether delay due to Unreasonable County Activity has occurred or the length of
such delay, then the matter shall be referred to the Board of Supervisors of the County for
such determination.

5.7 Manner of Construction.

5.7.1  General Construction Standards. All construction, alteration, modification
or repairs permitted herein shall be accomplished by Lessee with due diligence. Lessee shall take
all commercially reasonable steps to minimize any damage, disruption or inconvenience caused
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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 pay or cause to be paid all costs and expenses associated therewith and
shall indemnify, defend and hold County 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 County, its employees,
contractors or agents. Dust, noise and other effects of such work shall be controlled using
accepted measures customarily utilized in order to control materially adverse effects associated
with construction projects in well populated and developed areas of Southern California.

5.7.2  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 material interference with the provision of such services to
the Premises and other persons.

5.7.3  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.

5.74  Compliance with Construction Documents and Laws; Issuance of Permits.
All Improvements on the Premises shall be completed in substantial compliance with any
construction documents approved by County and also in compliance with all Applicable Laws.
Lessee shall have the sole responsibility for obtaining all necessary permits and shall make
application for such permits directly to the person or governmental agency having jurisdiction
thereover.

5.7.5 Notice to Director; Damage to County 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 County-owned improvements existing
on or around the Premises, including but not limited to seawalls, underground conduits and utility
lines. If any such County-owned improvement is damaged in connection with said construction
activity, Lessee agrees to repair such damage immediately at no cost or expense to County or, in
the event that Lessee fails to effectuate such repair within five (5) business days after written
notice from County (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), County may enter upon the Premises to make such repairs, the
Actual Cost of which shall be paid by Lessee within two (2) business days after demand by
County. In the case of damage to a County-owned improvement that does not involve risk of
personal injury, risk of damage to other improvements, risk of curtailment or diminishment of
service or access, or any other emergency situation, the references to “five (5) business days” in
this Subsection 5.7.5 shall be changed to “thirty (30) days.”

5.7.6  Rights of Access. Representatives of the Department shall, upon
reasonable notice and at reasonable times during normal business hours, have the right of
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reasonable access to the Premises and the Improvements thereon without charges or fees, but at no
cost or expense to Lessee, for the purpose of ascertaining compliance with the terms and
conditions of this Lease, including but not limited to the inspection of the construction work being
performed. Such access shall be reasonably calculated to minimize interference with Lessee’s
construction and/or operations, and County shall comply with industry safety standards in
connection with any such access. Lessee shall have the right to have a representative present to
accompany the representatives of the Department in connection with such access. In the event of
any emergency which is life-threatening or which involves the threat of potential substantial
damage, County shall have the right to enter the Premises immediately and without notice to or
accompaniment by Lessee.

5.7.7  Notice of Completion; As-Built Drawings. Upon completion of the
Renovation Work or any other 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 Improvements and Lessee shall deliver to County, at no cost to County, two (2) sets
of Conoflex or Mylar final as-built plans and specifications of the Improvements (or such portions
thereof as affected by the work and as to which plans would customarily be prepared (e.g.,
excluding those components of interior renovations as to which plans are not applicable)).

5.7.8  Final Completion Certificate. Promptly after completion of the
Renovation or the Subsequent Renovation, upon Lessee’s request, County shall execute and
deliver to Lessee a final completion certificate (the “Final Completion Certificate™) as to the
work which is the subject thereof, which shall conclusively evidence the completion of such work
by Lessee in accordance with the terms of this Lease.

5.8 Use of Plans. Contracts between Lessee and any architect, design professional or
licensed contractor in connection with Alterations shall provide, in form and content reasonably
satisfactory to County, for the assignment thereof to County (and Lessee’s Encumbrance
Holder(s) if required by Lessee’s Encumbrance Holder(s)) as security to County for Lessee’s
performance hereunder, and County shall be furnished with a copy of any such contract, together
with the further agreement of the parties thereto, that if this Lease is terminated by County due to
Lessee’s default, County (or if County enters into a new lease with Lessee’s Encumbrance Holder
pursuant to Article 12, then Lessee’s Encumbrance Holder) may, at its election, use any plans and
specifications created by such architect, design professional or contractor in connection with the
contract for such Alterations, upon the payment of any sums due to any party thereto. County’s
right to elect to use plans and specifications as described above shall not include the unauthorized
right to use any trade marks, trade names or logos of Lessee or any such architect, design
professional or contractor. The assignment to County and Lessee’s Encumbrance Holder(s)
described in this Section 5.8 shall be effective until the Final Completion Certificate for the
subject work is issued, and shall be subordinate to the security interest, if any, of Lessee’s
construction lender in the assigned contract, which subordination shall be in a form reasonably
acceptable to Lessee’s construction lender.

5.9  Where Director Approval Not Required. Notwithstanding the foregoing, and
notwithstanding anything to the contrary in this Article 5, Lessee shall not be required to seek or
obtain the approvals of Director described in this Article 5 (including those set forth in Section
5.3) for Alterations where all of the following conditions are satisfied: (i) the total cost of the
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project is less than One Hundred Thousand Dollars ($100,000), adjusted annually to reflect the
increase or decrease in the ENR Index from and after the Effective Date (provided, however, that
in no event shall such adjustment result in a reduction of the threshold for Director approval to
less than One Hundred Thousand Dollars ($100,000); (ii) none of the proposed construction
activity is structural in nature; and (iii) none of the proposed construction, additions, modifications
or changes materially affect or are visible from the exterior of the Premises; provided, however,
that whenever Lessee makes or constructs or permits any improvements in or to the Premises,
Lessee shall (a) give written notice thereof (including a description of the work to be done and the
permits obtained for such work), and (b) furnish a copy of “as-built” plans upon completion of
such work to County.

5.10  Protection of County. Nothing in this Lease shall be construed as constituting the
consent of County, 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 of 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 County.

5.10.1 Posting Notices. County shall have the right at all reasonable times and
places to post and, as appropriate, keep posted, on the Premises any notices which County may
deem necessary for the protection of County, the Premises and the Improvements thereon from
mechanics’ liens or other claims. Lessee shall give County at least ten (10) business days prior
written notice of the commencement of any work to be done on the Premises, in order to enable
County timely to post such notices.

5.10.2 Prompt Payment. Lessee shall make, or cause to be made, prompt
payment (subject to reasonable dispute) 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.

5.10.3 Liens; Indemnity. Subject to Lessee’s rights to contest the same prior to
payment, 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 indemnify, defend and hold
County 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 the event any lien is recorded, Lessee shall, within twenty (20) days after
demand, furnish any one of the following, as determined by Lessee: (i) the bond described in
California Civil Code Section 3143, or successor statute, which results in the removal of such lien
from the Premises, (ii) a Set Aside Letter from Lessee’s construction lender, in form and
substance reasonably satisfactory to County, setting aside sufficient funds from Lessee’s

55

10122777.5



construction loan for the satisfaction of such lien, or (iii) a title insurance policy or endorsement
insuring County against any loss or liability arising out of such lien, together with any other
evidence requested by County to evidence that such claim will be paid, removed or discharged as
a claim against the Premises and/or County.

5.11 Subsequent Renovation. In addition to the Renovation Work to be performed by
Lessee pursuant to Section 5.1, Lessee shall be required to complete an additional renovation of
the Improvements during the remaining Term of the Lease in accordance with the terms and
provisions of this Section 5.11 (the “Subsequent Renovation™). The construction of the
Subsequent Renovation shall be commenced by Lessee by such date as will reasonably permit the
completion of the Subsequent Renovation by not later than December 31, 2038; provided,
however that Lessee shall not commence the Subsequent Renovation prior to January 1, 2036.
Lessee shall substantially complete the Subsequent Renovation by not later than December 31,
2038. The Subsequent Renovation shall consist of such renovation and construction work as
necessary to revitalize and upgrade the exterior, the common areas (both exterior and interior) and
the landscaping of the Improvements to a condition and appearance at least equal to that of other
hotel projects then recently constructed or renovated (or then currently being constructed or
renovated) in Marina del Rey or the west side of Los Angeles that satisfy the Required Hotel
Standard. In addition to the above-required renovation and construction work, the Subsequent
Renovation shall also include the revitalization and upgrade of the quality, furnishings and décor
of the interiors of the individual Hotel rooms to the extent that the quality, furnishings and décor
of the interiors of the individual Hotel rooms are not at least commensurate with the then-current
quality, furnishings and décor of the interior of individual Hotel rooms of other typical hotels that
then satisfy the Required Hotel Standard.

Prior to the commencement of construction of the Subsequent Renovation, Lessee shall
submit to Director a renovation plan for the Subsequent Renovation (the “Subsequent
Renovation Plan”), which renovation plan shall (a) describe the proposed renovation work in
such detail as reasonably requested by Director, (b) include a design, governmental approval and
construction schedule for the work described therein, (¢) include a budget for all work costs, and
(d) address such other matters as Director reasonably requests. The Subsequent Renovation Plan
shall be submitted by Lessee to County not later than such date as, taking into consideration the
approval periods described in this Section 5.11 and Section 5.3 above, and the estimated time
required to obtain all necessary governmental approvals and permits, will reasonably be expected
to permit the completion by Lessee of the Subsequent Renovation by the date required under this
Section 5.11. Director shall have sixty (60) days after receipt of the Subsequent Renovation Plan
within which to reasonably approve or disapprove the Subsequent Renovation Plan, or to approve
the Subsequent Renovation Plan subject to conditions imposed by Director in Director’s
reasonable judgment. Failure of Director to notify Lessee in writing of Director’s approval or
disapproval of the Subsequent Renovation Plan shall be deemed Director’s disapproval of the
Subsequent Renovation Plan. 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. Director’s
approval of the actual plans and specifications for the Subsequent Renovation shall proceed in
accordance with the protocol for plan submission and approval set forth in Section 5.3 of this
Lease, except that the schematic plan submittal requirements set forth in Subsection 5.3.1 shall not
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be applicable to the extent that the Subsequent Renovation Plan approved by Director satisfies the
requirements of such Subsection 5.3.1.

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 5.11 (except to the extent due to
Force Majuere delay as set forth in Section 5.6) shall, if not cured within the cure period set forth
in Subsection 13.1.3, constitute an Event of Default. Any dispute as to whether Director has
failed to exercise reasonable judgment in the approval or disapproval of the Subsequent
Renovation Plan shall be submitted to arbitration pursuant to Article 16 of this Lease. If the
arbitrator determines that Director failed to exercise reasonable judgment in the approval or
disapproval of the Subsequent Renovation Plan and as a result thereof Lessee is delayed in the
completion of the Subsequent Renovation by the required completion date set forth in the first
paragraph of this Section 5.11, then the required dates for the commencement and completion of
such Subsequent Renovation shall be extended by the duration of the delay caused by Director’s
failure to reasonably approve the Subsequent Renovation Plan, provided that the required dates for
the commencement and completion of the Subsequent Renovation shall not be extended beyond
the dates reasonably required for the commencement and completion by Lessee of the Subsequent
Renovation.

5.12  Subsequent Renovation Fund. Commencing with the month following the month
during which the tenth (10™) anniversary of the Effective Date occurs, and continuing until the
completion of the Subsequent Renovation, Lessee shall establish and maintain a reserve fund (the
“Subsequent Renovation Fund”) in accordance with the provisions of this Section 5.12 for the
purpose of funding the cost of the Subsequent Renovation; provided, however, that Lessee’s
obligation to perform the Subsequent Renovation shall not be limited to the funds available in the
Subsequent Renovation Fund. The Subsequent Renovation Fund shall be held in an account
established with a reputable financial institution reasonably acceptable to Director (which shall
include Lessee’s Encumbrance Holder) into which deposits shall be made by Lessee pursuant to
this Section 5.12. On or before the fifteenth (15th) day of each month during the period during
which the Subsequent Renovation Fund is required to be maintained by Lessee hereunder, Lessee
shall make a monthly deposit to the Subsequent Renovation Fund in an amount equal to two
percent (2%) of total Gross Receipts for the previous month. All interest and earnings on the
Subsequent Renovation Fund shall be added to the Subsequent Renovation Fund, but shall not be
treated as a credit against the Subsequent Renovation Fund deposits required to be made by
Lessee pursuant to this Section 5.12. In lieu of monthly deposits to the Subsequent Renovation
Fund, Lessee and Director may mutually agree upon substitute arrangements satisfactory to
Director for the establishment of an adequate security source for the performance of the
Subsequent Renovation, such as a bonding mechanism or a letter of credit.

Disbursements shall be made from the Subsequent Renovation Fund only for costs for the
design, permitting, entitlements and construction of the Subsequent Renovation which have been
reasonably approved by Director; provided, however, if funds remain in the Subsequent
Renovation Fund after the Subsequent Renovation has been completed and all costs for the
Subsequent Renovation paid in full, then any such excess funds shall be released promptly to
Lessee. Prior to the disbursement of any amounts from the Subsequent Renovation Fund, Lessee
shall furnish to Director applicable invoices, evidence of payment and other back-up materials
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reasonably acceptable to Director concerning the use of amounts from the Subsequent Renovation
Fund. Director shall have no obligation to approve the disbursement of amounts from the
Subsequent Renovation Fund unless and until Director has approved Lessee’s Subsequent
Renovation Plan and Lessee has furnished to Director evidence reasonably satisfactory to Director
that Lessee has sufficient financial resources (taking into consideration the Subsequent
Renovation Fund) to pay for all costs of such Subsequent Renovation.

5.13  Capital Improvement Fund. Commencing with the month following the month
during which the earlier of the CO Date or the Required Construction Completion Date occurs,
and continuing during the remaining Term of the Lease, Lessee shall establish and maintain a
reserve fund (the “Capital Improvement Fund”) in accordance with the provisions of this
Section 5.13 for the cost of Permitted Capital Expenditures (as defined below) for the Premises.
On or before the fifteenth (15th) day of each month during the period described in the
immediately preceding sentence, Lessee shall make a monthly deposit to the Capital Improvement
Fund in an amount equal to the sum of (a) two percent (2%) of total Gross Receipts for the
previous month from the operation of the Premises and Improvements, excluding any restaurant;
and (b) one and one-half percent (1.5%) of total Gross Receipt for the previous month from the
operation of any restaurant located on the Premises or Improvements; provided, however, that
during the first year that deposits are required to be made to the Capital Improvement Fund, the
percentage applicable to restaurant Gross Receipts under clause (b) above shall be one percent
(1%), and during the second year that deposits are required to be made to the Capital
Improvement Fund, the percentage applicable to restaurant Gross Receipts under clause (b) above
shall be one and one-quarter percent (1.25%). All interest and earnings on the funds in the Capital
Improvement Fund shall be added to the Capital Improvement Fund, but shall not be treated as a
credit against the Capital Improvement Fund deposits required to be made by Lessee pursuant to
this Section 5.13.

Lessee and County agree and acknowledge that the purpose of the Capital Improvement
Fund shall be to provide funds for the costs of additions, replacements, renovations or significant
upgrades of or to the Improvements on the Premises, including building exteriors and major
building systems (such as HVAC, mechanical, electrical, plumbing, vertical transportation,
security, communications, structural or roof) that significantly increase the capacity, efficiency,
useful life or economy of operation of the Improvements or their major systems, after the
completion of the Renovation Work (“Permitted Capital Expenditures”). Notwithstanding any
contrary provision of this Lease, the Capital Improvement Fund shall not be used to fund any
portion of the cost of the Renovation Work or the Subsequent Renovation. In addition, the Capital
Improvement Fund shall not be used for building additions, new project amenities (e.g., barbeques
or fitness equipment) or new common area furniture. Permitted Capital Expenditures shall not
include the cost of periodic, recurring or ordinary expenditures, repairs or replacements that keep
the Improvements or their major systems in a good, operating condition, but that do not
significantly add to their value or appreciably prolong their useful life. Permitted Capital
Expenditures must constitute capital replacements, improvements or equipment under generally
accepted accounting principles consistently applied. Furthermore, Permitted Capital Expenditures
shall not include costs for any necessary repairs to remedy any broken or damaged Improvements,
all of which costs shall be separately funded by Lessee. By way of example, set forth on Exhibit
E attached to this Lease are examples of categories of Permitted Capital Expenditures that qualify
as proper costs to be funded from the Capital Improvement Fund. All specific purposes and costs
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for which Lessee desires to utilize amounts from the Capital Improvement Fund shall be subject to
Director’s approval, which approval shall not be unreasonably withheld, conditioned or delayed.

The Capital Improvement Fund shall be held in an account established with a reputable
financial institution (including Lessee’s Encumbrance Holder) reasonably acceptable to Director
into which deposits shall be made by Lessee (and/or into which Lessee’ Encumbrance Holder
shall provide funds) pursuant to this Section 5.13. The amounts to be added to the Capital
Improvement Fund shall be inclusive of amounts required to be deposited with and held by an
Encumbrance Holder, provided that the Encumbrance Holder acknowledges that such amounts are
subject to, and administered in accordance with, the requirements of this Section 5.13.

No disbursements shall be made from the Capital Improvement Fund until after the fifth
(Sth) anniversary of the CO Date. In addition, no disbursements shall be made from the Capital
Improvement Fund after the fifth (5™) anniversary of the CO Date to cure deficiencies arising
from the failure of Lessee to maintain and repair the Improvements in accordance with the
requirements of this Lease during such five (5) year period. Disbursements shall be made from
the Capital Improvement Fund for costs reasonably approved by Director which have been
incurred after the fifth (5" anniversary of the CO Date and that satisfy the requirements of this
Section 5.13. Capital Improvement Funds shall be used only after all other sources such as
warranty proceeds and product insurance funds are exhausted (or determined to be unavailable).
For the purpose of obtaining Director’s prior approval of any Capital Improvement Fund
disbursements, Lessee shall submit to Director on an annual calendar year basis a capital
expenditure plan for the upcoming year that details the amount and purpose of anticipated Capital
Improvement Fund expenditures for which Lessee requests Director’s approval, which approval
shall not be unreasonably withheld, conditioned or delayed. Any anticipated expenditure set forth
in such capital expenditure plan which is approved by Director as an acceptable Capital
Improvement Fund disbursement shall be considered pre-approved by Director (but only up to the
amount of such expenditure set forth in the annual capital expenditure plan) for the duration of the
upcoming year. Lessee shall have the right during the course of each year to submit to Director
for Director’s approval revisions to the then-current capital expenditure plan in effect for such
year, or individual expenditures not noted on the previously submitted capital expenditure plan.
Prior to the disbursement of any amounts from the Capital Improvement Fund, Lessee shall
furnish to Director applicable invoices, evidence of payment and other back-up materials
reasonably acceptable to Director concerning the use of amounts from the Capital Improvement
Fund.

All amounts then existing in the Capital Improvement Fund shall be expended for
Permitted Capital Expenditures not later than ten (10) years prior to the expiration of the Term of
the Lease. Capital Improvement Fund deposits made after such date shall continue to be used for
Permitted Capital Expenditure purposes under this Section 5.13; provided, however, if County
elects to require Lessee to remove the Improvements at the end of the Term and requires Lessee to
provide security to secure its obligation to perform such removal obligations in accordance with
Subsection 2.3.2 of this Lease, then Lessee shall have the right to contribute the deposits thereafter
required to be made by Lessee under this Section 5.13 towards Lessee’s obligations to fund the
security requirements in Subsection 2.3.2, but only if and to the extent that there are sufficient
funds made available in the Capital Improvement Fund for any needed Permitted Capital
Expenditures, as determined by Director in Director’s reasonable discretion.
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5.14 FF&E Fund. Commencing with the month following the month during which the
earlier of the CO Date or the third (3™) anniversary of the Effective Date occurs, and continuing
during the remaining Term of the Lease, Lessee shall establish and maintain a reserve fund (the
“FF&E Fund”) in accordance with the provisions of this Section 5.14 to fund the cost of the
purchase and installment of replacements, additions or upgrades of or to the furniture, fixtures and
equipment used in the Improvements throughout the Term. The FF&E Fund shall not be used for
(a) maintenance or repair purposes, (b) the cost of the Renovation Work or the initial furniture,
fixtures and equipment to be installed in the Improvements in connection with the Renovation
Work, (¢) the cost of the Subsequent Renovation, or (d) the cost of Permitted Capital Expenditures
to be funded by the Capital Improvement Fund. All specific purposes and costs for which Lessee
desires to utilize amounts from the FF&E Fund shall be subject to Director’s approval, which
approval shall not be unreasonably withheld.

The FF&E Fund shall be held in an account established with a reputable financial
institution (including Lessee’s Encumbrance Holder) acceptable to Director into which deposits
shall be made by Lessee (and/or into which Lessee’s Encumbrance Holder shall provide funds)
pursuant to this Section 5.14. The amounts to be added to the FF&E Fund shall be inclusive of
amounts required to be deposited with and held by an Encumbrance Holder for the purposes
described in this Section 5.14, provided that the Encumbrance Holder acknowledges that such
amounts are subject to the requirements and shall be made available only for the purposes of this
Section 5.14.

On or before the fifteenth (15th) day of each month during the period during which the
FF&E Fund deposits are required to be made pursuant to the first paragraph of this Section 5.14,
Lessee shall make a monthly deposit to the FF&E Fund in the following amounts:

(a) during the first (1) year of the required deposits, one percent (1%) of total
Gross Receipts for the previous month from the operation of the Premises and
Improvements;

(b) during the second (2nd) year of the required deposits, two percent (2%) of
total Gross Receipts for the previous month from the operation of the Premises and
Improvements; and

(c) during the third (3" and each subsequent year of the required deposits, three
percent (3%) of total Gross Receipts for the previous month from the operation of the
Premises and Improvements.

If deposits are required to be made based on Gross Receipts for periods prior to the CO
Date, then until the CO Date occurs the monthly deposits to the FF&E Fund shall not be based on
actual Gross Receipts, but instead shall be based on the Tenant’s projected Gross Receipts (as
reasonably approved by Director) for the same period following the CO Date as if the CO Date
had occurred as required under this Lease. All interest and earnings on the FF&E Fund shall be
added to the FF&E Fund, but shall not be treated as a credit against the FF&E Fund deposits
required to be made by Lessee pursuant to this Section 5.14.

60

10122777.5



Disbursements shall be made from the FF&E Fund only for costs which have been
approved by Director and which satisfy the requirements of this Section 5.14. For the purpose of
obtaining Director’s prior approval of any FF&E Fund disbursements, Lessee shall submit to
Director on an annual calendar year basis a furniture, fixtures and equipment expenditure plan for
the upcoming year which details the amount and purpose of anticipated FF&E Fund expenditures
for which Lessee requests Director’s approval, which approval shall not be unreasonably
withheld. Any anticipated expenditure set forth in such furniture, fixtures and equipment
expenditure plan which is approved by Director as an acceptable FF&E Fund disbursement shall
be considered pre-approved by Director (but only up to the amount of such expenditure set forth
in the annual furniture, fixtures and equipment expenditure plan) for the duration of the upcoming
year. Lessee shall have the right during the course of each year to submit to Director for
Director’s approval revisions to the then current furniture, fixtures and equipment expenditure
plan in effect for such year, or individual expenditures not noted on the previously submitted
furniture, fixtures and equipment expenditure plan. Prior to the disbursement of any amounts
from the FF&E Fund, Lessee shall furnish to Director applicable invoices, evidence of payment
and other back-up materials reasonably acceptable to Director concerning the use of amounts from
the FF&E Fund.

Amounts in the FF&E Fund shall be expended periodically as necessary for Lessee to
comply with the standard of operation for the Premises applicable under this Lease. If County
elects to require Lessee to remove the Improvements at the end of the Term and requires Lessee to
provide a Removal Security Fund to secure its obligation to perform such removal obligations in
accordance with Subsection 2.3.2 of this Lease, then Lessee shall have the right to contribute to
the Removal Security Fund any amounts in the FF&E Fund that are not (and will not be) required
for the purposes of this Section 5.14, as determined by Director in Director’s reasonable
judgment. If County does not require the removal of the Improvements, and at the end of the
Term there are amounts remaining in the FF&E Fund that in Director’s reasonable judgment were
not required for the purposes of this Section 5.14, then Lessee shall be entitled to the return of
such funds.

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 earliest of (a) the date that
the Condemnor has the right of occupancy pursuant to an order for possession issued by a court
asserting jurisdiction over the Premises; (b) the date that the final order of Condemnation is issued
in the event of a transfer by power of eminent domain; or (c) title is transferred to any Condemnor
through voluntary sale or transfer, either under threat of Condemnation or while legal proceedings
for Condemnation are pending.
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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.

6.2 Parties’ Rights and Obligations to be Governed by Lease. If, during the Term of
this Lease, there is any Condemnation 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 parties
shall be determined pursuant to the provisions of this Article 6.

6.3 Total Taking. If the Premises are totally taken by Condemnation, this Lease shall
terminate on the Date of Taking.

6.4  Effect of Partial Taking. If a portion of the Premises or the Improvements thereon
are taken by Condemnation, this Lease shall remain in effect, except that Lessee may elect to
terminate this Lease if the remaining portion of the Premises are rendered unsuitable (as defined
herein) for Lessee’s continued use for the purposes contemplated by this Lease. The remaining
portion of the Premises shall be deemed unsuitable for Lessee’s continued use if, following a
reasonable amount of reconstruction, Lessee’s business on the Premises could not be operated at a
commercially reasonable economic level taking into consideration the amount of funds, if any, in
excess of the Award, necessary to continue such operation. Lessee must exercise its right to
terminate by giving County written notice of its election within ninety (90) days after the Date of
Taking. 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, except that Annual Minimum Rent shall be abated
pursuant to Section 6.5, below.

In the event that Lessee does not elect to terminate this Lease as provided above, then
Lessee, whether or not the Awards or payments, if any, on account of such Condemnation 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 Condemnation, taking into account,
however, any necessary reduction in size or other change resulting from the Condemnation;
provided, however, that in case of a Condemnation for temporary use, Lessee shall not be required
to effect restoration until such Condemnation is terminated.

6.5 Effect of Partial Taking on Rent. If any portion of the Premises is taken by
Condemnation and this Lease remains in full force and effect as to the portion of the Premises not
so taken (a “Partial Taking”), the Annual Minimum Rent shall be reduced as of the date of the
Partial Taking to an amount equal to the Annual Minimum Rent multiplied by the ratio of the fair
market value of the portion of the Premises not so taken to the fair market value of the entire
Premises immediately prior to the Partial Taking, but without regard to any diminution in value
resulting from the imminent taking. Upon the next Adjustment Date, as described in Subsection
4.3 above, if any, for the purposes of adjusting the Annual Minimum Rent, all Annual Rent paid
by Lessee to County prior to the Date of Taking shall be adjusted, for the purposes of this
calculation only, to the proportion that the fair market value of the portion of the Premises which
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remains after the Partial Taking bears to the fair market value of the entire Premises immediately
prior to the Partial Taking. If the parties cannot agree upon the appropriate Annual Minimum
Rent, the matter shall be settled through arbitration in the manner set forth in Article 16 hereof.
Any determinations of fair market value made pursuant to this Section 6.5 in connection with any
arbitration proceeding 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”). All other obligations of Lessee under this Lease, including but not limited
to the obligation to pay Percentage 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 of the Premises.

6.7 Payment of Award. Awards and other payments on account of a Condemnation,
less costs, fees and expenses incurred in the collection thereof (“Net Awards and Payments™),
shall be applied as follows:

6.7.1  Partial Taking Without Termination. Net Awards and Payments received
on account of a Condemnation, other than a total Condemnation or a Partial Taking which results
in termination hereof or a taking for temporary use, shall be held by County and shall be paid out
to Lessee or Lessee’s designee(s), in monthly installments equal to the sum set forth in Lessee’s
written request for payment submitted to County together with supporting invoices and
documentation demonstrating that the requested sums are for payments to contractors, consultants,
architects, engineers, counsel, or materialmen engaged in the restoration of the Premises and any
Improvements. Such requested sums shall be paid by County to Lessee or its designee(s) within
thirty (30) days after County has received such request in writing reasonably supported by
accompanying invoices and documentation. In the event that County disputes any sum requested
by Lessee pursuant to the preceding sentence, County shall promptly pay the undisputed portion
and provide Lessee with a written notice detailing the reasons for County’s dispute. Thereafter,
Director and Lessee shall promptly meet and negotiate in good faith to resolve any dispute;
provided, however, that any dispute not resolved within thirty (30) days after Lessee has received
notice from County of its dispute shall be submitted to arbitration pursuant to Article 16. The
balance, if any, shall be divided between County and Lessee pro rata, as nearly as practicable,
based upon (1) the then value of County’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 (for such purposes, the Term of this Lease shall not be deemed to have
terminated even if Lessee so elects under Section 6.4). Any determinations of fair market value
made pursuant to this Section 6.7 shall be predicated upon the Income Approach.
Notwithstanding the foregoing, if County is the condemning authority and the Condemnation
pertains only to Lessee’s interest, then Lessee shall be entitled to the entire amount of the Net
Awards and Payments.

In case of a Condemnation described in this Subsection 6.7.1, Lessee shall furnish
to County evidence satisfactory to County of the total cost of the restoration required by Section
6.4.
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6.7.2 Taking For Temporary Use. Net Awards and Payments received on
account of a taking for temporary use 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 and applied as provided in the first
sentence of Section 6.7.1, above.

6.7.3  Total Condemnation and Partial Taking with Termination. Net Awards
and Payments received on account of a total Condemnation 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 County an amount equal to the greater of
(a) the sum of (1) the present value of all Annual 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 fair market 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 Encumbrance Holder an amount
equal to the sum of any unpaid principal amount of any Encumbrance 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; and
then

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 County.

If County is the condemning authority in connection with a total Condemnation or a
Partial Taking that results in the termination of the Lease, and such total Condemnation
or Partial Taking pertains to only Lessee’s interest, then Lessee shall be entitled to the
entire amount of any Net Awards and Payments.

In the event of a total Condemnation or a Partial Taking that results in the
termination of this Lease, County shall promptly pay or authorize the payment of, as
applicable, to Lessee all sums held by County or third parties as the Capital Improvement
Fund, the Subsequent Renovation Fund, the Security Deposit, and, upon completion by
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Lessee of its obligations under Section 2.3 of this Lease with respect to any portion of the
Premises not taken in the Condemnation, the remaining Demolition Security.

6.7.4  Disputes. Any dispute under 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 Annual Minimum Rent or Percentage 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.

7. SECURITY DEPOSIT.

7.1 Amount and Use. Lessee shall deliver to and maintain with County a security
deposit (the “Security Deposit”) in an amount equal to the sum of three (3) times the Monthly
Minimum Rent in effect from time to time during the Term (i.e., adjusted to reflect any change in
the Monthly Minimum Rent during the Term of this Lease). If as of a particular date for
adjustment to the amount of the Security Deposit as provided above, Lessee has not at any time
during the immediately preceding three (3) year period committed an Event of Default under this
Lease, then effective as of such adjustment and continuing until the earlier of the occurrence of an
Event of Default or the next date for adjustment of the amount of the Security Deposit as provided
above, the amount of the Security Deposit required to be maintained by Tenant shall be reduced to
two (2) times the Monthly Minimum Rent placed into effect as of such Security Deposit
adjustment date.

The Security Deposit shall secure Lessee’s obligations pursuant to this Lease, and may be
drawn on by County, in whole or in part, to cover (a) delinquent rent not paid by Lessee within
any applicable notice and cure period, and (b) any other Events of Default of Lessee under this
Lease. The Security Deposit shall be applied at the discretion of County. Lessee shall have the
right to maintain the Security Deposit in form of cash or in the form of a certificate of deposit,
letter of credit or other approved investment instrument acceptable to County with respect to form,
content and issuer. As long as no Event of Default by Lessee exists under the Lease, Lessee shall
be entitled to any interest or other earnings which are actually earned on any unapplied portions of
the Security Deposit delivered to County in the form of a certificate of deposit or other approved
investment instrument (as opposed to cash, on which Lessee shall not be entitled to interest).
Provided that no Event of Default then exists under the Lease, at the end of each Lease Year
Lessee shall be entitled to a credit for all unexpended interest accruing to Lessee’s benefit with
respect to the Security Deposit during such Lease Year pursuant to the immediately preceding
sentence. Notwithstanding any contrary provision hereof, County shall have the right at any time
to apply any accrued but uncredited interest (which accrued during non-Event of Default periods)
against delinquent rents and other amounts owed by Lessee under the Lease.

7.2 Replacement. In the event that some or all of the Security Deposit is drawn against
by County and applied against any delinquent rent not paid by Lessee within any applicable notice
or cure period, or against other Events of Default of Lessee hereunder, Lessee shall, within ten
(10) days after receipt of written notice of the amount so applied and the reasons for such
application, deposit sufficient additional funds with County, or cause the issuer of any letter of
credit to reinstate the letter of credit to its full face amount, so that at all times that this Lease is in
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effect (other than between the date of the application of funds by County and the expiration of
said ten (10) day period), the full amount of the Security Deposit shall be available to County.
Failure to maintain and replenish the Security Deposit, if not cured within the time period set forth
in Subsection 13.1.2, shall constitute an Event of Default hereunder.

7.3 Renewal. Any letter of credit procured by Lessee and delivered to County shall
provide for notice to County by the issuer thereof no less than sixty (60) days prior to the
expiration of the term of such letter of credit in the event that the issuer thereof is not irrevocably
committed to renew the term of such letter of credit. In the event that, thirty (30) days prior to the
expiration of such letter of credit, Lessee has not provided County with satisfactory evidence of its
renewal or replacement, or has not provided County with adequate replacement security, County
may draw down upon the letter of credit and hold the funds as security for Lessee’s obligations as
set forth in this Lease and may apply the funds to cover delinquent rent not paid by Lessee within
any applicable notice and cure period and/or any other Event of Default of Lessee under this
Lease.

8. INDEMNITY.

Except to the extent caused by the gross negligence or willful misconduct of any such
indemnitee, Lessee shall at all times relieve, defend, indemnify, protect, and save harmless County
and its respective Boards, officers, agents, consultants, counsel, employees and volunteers from
any and all claims, costs, losses, expenses or liability, including expenses and reasonable
attorneys’ fees incurred in defending against the same by an attorney selected by Lessee and
reasonably satisfactory to County, for the death of or injury to persons or damage to property,
including property owned or controlled by or in the possession of County or any of its Board,
officers, agents, employees or volunteers, to the extent that such arises from or is caused by (a) the
operation, maintenance, use, or occupation 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, or (¢) 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. The obligation of Lessee to so relieve,
indemnify, protect, and save harmless County and each of its respective Boards, officers, agents,
consultants, counsel, employees and volunteers, 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.

9. INSURANCE.

9.1 Lessee’s Insurance. Without limiting Lessee’s indemnification of County, during
the Term of this Lease Lessee shall provide and maintain the following insurance issued by
companies authorized to transact business in the State of California by the Insurance
Commissioner and having a “general policyholders rating” of at least A-VII (or such higher rating
as may be required by an Encumbrance Holder) as set forth in the most current issue of “A.M.
Best’s Key Rating Guide” or an equivalent rating from another industry-accepted rating agency.

66

10122777.5



9.1.1 General Liability insurance (written on ISO policy form CG 00 01 or its
equivalent) and endorsed to name County as an additional insured, with limits of not less
than the following:

General Aggregate: $20,000,000
Products/Completed Operations Aggregate: $20,000,000
Personal and Advertising Injury: $10,000,000

Each Occurrence: $10,000,000

Lessee may satisfy the above coverage limits with a combination of primary coverage
(“Primary Coverage”) and excess liability coverage (“Umbrella Coverage”) (as long as
(a) Lessee’s Primary Coverage is at least Two Million Dollars ($2,000,000) per
occurrence, Two Million Dollars ($2,000,000) annual aggregate, and (b) the combination
of such Primary Coverage and Umbrella Coverage provides County with the same
protection as if Lessee had carried primary coverage for the entire limits and coverages
required under this Subsection 9.1.1.

9.1.2 Automobile Liability insurance (written on ISO form CA 00 01 or its
equivalent) with a limit of liability of not less than One Million Dollars ($1,000,000) of
Primary Coverage and One Million Dollars ($1,000,000) of Umbrella Coverage, for each
accident and providing coverage for all “owned”, “hired” and “non-owned” vehicles, or
coverage for “any auto.” During any period of operation of valet parking facilities,
Lessee also shall 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) for this location.

9.1.3 Workers Compensation and Employers’ Liability insurance providing
workers compensation benefits, as required by the Labor Code of the State of California
and for which Lessee is responsible, and including Employers’ Liability 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

9.1.4 Commercial Property insurance covering damage to the Premises,
including improvements and betterments, from perils covered by the Causes-of-Loss
Special Form (ISO form CP 10 30), excluding earthquake, and including Ordinance or
Law Coverage, written for the full replacement value of the Improvements, with a
deductible no greater than $250,000 or 5% of the property value, which ever is less, and
also including business interruption, including loss of rent equal to eighteen (18) months
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of rent, with proceeds payable to Lessee and County as their interests may appear and
utilized for repair and restoration of the Premises and Improvements. Notwithstanding
the foregoing, during any period during which no Improvements exist on the Premises or
all of the existing Improvements are being demolished in connection with the
construction of Renovation Work, the obligation to provide insurance under this
Subsection 9.1.4 shall not be applicable so long as the insurance coverage described in
Subsection 9.1.5 below is carried.

9.1.5 For construction projects on the Premises, including the Renovation Work,
any other Alterations or restoration of the Improvements, Lessee or Lessee’s contractor
or subcontractors will provide the following insurance (County reserves the right to
determine the coverage and coverage limit required on a project by project basis.):

9.1.5.1  Builder’s Risk Course of Construction to insure against damage
from perils covered by the Causes-of-Loss Special Form (ISO form CP 10 30) or
equivalent. This insurance shall be endorsed to include ordinance or law
coverage, coverage for temporary offsite storage, debris removal, pollutant
cleanup and removal, testing, preservation of property, excavation costs,
landscaping, shrubs and plants and full collapse coverage during construction
(without restricting collapse coverage to specified perils. This insurance shall be
written on a completed-value basis and cover the entire value of the construction
project, against loss or damage until completion and acceptance by Lessee.

9.1.5.2  General Liability. Such insurance shall be written on ISO policy
form CG 00 01 or its equivalent with limits as reasonably required by the County
for the Renovation Work or other Alterations. The products/completed operations
coverage shall continue to be maintained for the following periods: (a) in the case
of the Renovation Work, three (3) years after the date the Renovation Work is
completed and accepted by the Lessee, or (b) in the case of Alterations after the
completion of the Renovation Work, such period after the date such Alterations
are completed and accepted by Lessee as reasonably determined by County, but
not to exceed three (3) years after such completion and acceptance.

9.1.5.3 Automobile Liability. Such coverage shall be written on ISO
policy form CA 00 01 or its equivalent with a limit of liability as reasonably
required by the County for the Renovation Work or other Alterations. Such
insurance shall include coverage for all “owned,” “hired” and “non-owned”
automobiles, or coverage for “any auto.”

9.1.5.4 Professional Liability. Such insurance shall cover liability
arising from any error, omission, negligent or wrongful act of the contractor
and/or licensed professional (i.e. architects, engineers, surveyors, etc.). This
coverage shall also provide an extended two-year reporting period commencing
upon termination or cancellation of the construction project. The limits of the
coverage required under this Subsection 9.1.5.4 shall be (a) Three Million Dollars
($3,000,000) with respect to the prime architect for the Renovation Work (or such
lesser amount as required by Director for the prime architect in connection with

68

10122777.5



any subsequent Alterations), and (b) One Million Dollars ($1,000,000) with
respect to each other contractor, subcontractor, architect, engineer, surveyor or
other licensed professional rendering services in connection with the design or
construction of the Renovation Work or subsequent Alterations, provided that
Director shall have the discretion to reduce the coverage limits under this clause
(b) if appropriate in the judgment of Director based on the nature and scope of the
services being provided.

9.1.5.5 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 the
costs and expenses associated with voluntary clean-up, testing, monitoring and
treatment of asbestos in compliance with governmental mandate or order. If the
asbestos or pollutant will be removed from the construction site, asbestos or
pollution liability is also required under the contractor’s or subcontractor’s
Automobile Liability Insurance. Contractor shall maintain limits as reasonably
required by the County for the Renovation Work or other Alterations.

9.1.6 If the use of the Premises or Improvements involves any manufacture,
distribution or service of alcoholic beverages, 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), which
limits may be covered by a combination of Primary Coverage and Umbrella Coverage. If written
on a claims made form, the coverage shall also provide an extended two-year reporting period
commencing upon the termination or cancellation of the Lease.

9.2 Provisions Pertaining to Property Insurance. The insurance coverage required in
Subsections 9.1.4 and 9.1.5.1 shall name County as an additional insured and any Encumbrance
Holder as loss payee. Subject to Section 12.6, upon the occurrence of any loss, the proceeds of
property and builder’s risk insurance shall be held by County in trust for the named insureds as
their interests appear, and shall be disbursed by County on a monthly basis to pay for work
completed in accordance with then-prevailing industry custom and practice; provided, however,
that if the insurance proceeds received with respect to a loss are less than $500,000 (as adjusted to
reflect any increase in the ENR Index during the period from the Effective Date through the date
of the loss), the Encumbrance Holder shall have the right to hold and disburse such proceeds to
pay the renovation and repair of Improvements in accordance with the terms of the loan
agreement or deed of trust with Lessee’s Encumbrance Holder. In the event of a loss, except as
expressly provided to the contrary in this Lease, Lessee shall be obligated to use the insurance
proceeds received by Lessee 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. Subject to Section 12.6,
any surplus or proceeds after said rebuilding or replacement shall be distributed to Lessee.

9.3 General Insurance Requirements. Subject to the immediately following
grammatical paragraph, a duplicate policy or policies (or certificates of insurance) evidencing the
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insurance coverage required under this Article 9, in such form as shall be reasonably acceptable to
County, shall be filed with Director no later than the Effective Date, provided that the evidence of
the insurance coverage required under Subsection 9.1.5 shall be required to be delivered by Lessee
prior to the commencement of any Renovation Work or other Alterations. All certificates of
insurance shall (a) specifically identify the Lease; (b) clearly evidence all coverages required
under the Lease; (c) identify any deductibles or self-insured retentions exceeding $25,000 or such
other commercially reasonable amount as approved by the Director; and (d) evidence all other
requirements under this Article 9. The policy or policies of insurance shall provide that such
insurance coverage will not be canceled or reduced without at least thirty (30) days prior written
notice to Director or ten (10) business days in case of cancellation for failure to pay the premium.
At least ten (10) business days prior to the expiration of such policy, a certificate showing that
such insurance coverage has been renewed shall be obtained by Lessee and filed with Director.

In lieu of submitting a copy of the policy or policies evidencing the above insurance,
Lessee may submit in a form reasonably acceptable to County a certificate of insurance.

Any insurance coverage may be issued in the form of a blanket policy insuring other
properties, in form, amount and content reasonably satisfactory to County such that such coverage
provides the same protection as required under this Article 9 as if the insurance had been procured
on an individual property basis.

9.4  Additional Required Provisions. Lessee’s insurance policies required by this
Article 9 shall be for a term of not less than one year and shall additionally provide:

(a) that County and its respective Board of Supervisors and members thereof,
and County’s officers, agents, employees and volunteers, shall be named as additional
insureds under any liability insurance policy or policies;

(b) that the full amount of any losses to the extent property insurance proceeds
are available shall be payable to additional insureds notwithstanding any act, omission or
negligence of Lessee which might otherwise result in forfeiture of such insurance;

(©) in any property insurance policy, a waiver of all right of subrogation
against County and its respective Board of Supervisors and members thereof, and
County’s officers, agents, employees and volunteers with respect to losses payable under
such policies;

(d) in any property insurance policy, that such policies shall not be invalidated
should the insured waive, prior to a loss, any or all right of recovery against any party for
losses covered by such policies;

(e) to the extent of the indemnification obligations of Lessee in favor of any
additional insureds, the property and commercial general liability insurance policies shall
provide coverage on a primary and non-contributory basis with respect to such additional
insureds, regardless of any other insurance or self-insurance that such additional insureds
may elect to purchase or maintain;
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® that losses, if any, shall be adjusted with and payable to Lessee, County
and Encumbrance Holders, if any, pursuant to a standard mortgagee clause;

(2) that such policies shall not be suspended, voided, canceled, reduced in
coverage or in limits or materially changed without at least thirty (30) days prior written
notice to County and all Encumbrance Holders or ten (10) business days in case of
cancellation for failure to pay the premium;

(h) that the commercial general liability insurance shall apply separately to
each insured against whom a claim is made, except with respect to the overall limits of
said insurer’s liability; and,

(1) that the property and commercial general liability insurance policies shall
contain no special limitations on the scope of protection afforded to the additional
insureds, and no failure to comply with the reporting provisions of such policies shall
affect the coverage afforded to such additional insureds.

9.5  Failure to Procure Insurance. If Lessee fails to procure or renew the herein
required insurance and does not cure such failure within five (5) business days after written notice
from County, in addition to the other rights and remedies provided hereunder, County may, at its
discretion, procure or renew such insurance and pay any and all premiums in connection
therewith. All monies so paid by County shall be repaid by Lessee, with interest thereon at the
Applicable Rate, to County within five (5) business days after Lessee’s receipt of written demand
therefor.

9.6  Adjustment to Amount of Liability Coverage. The amounts of liability insurance
required under Subsections 9.1.1, 9.1.2 and 9.1.3 shall be subject to adjustment as of each fifth
(5th) anniversary of the Effective Date (each, an “Insurance Renegotiation Date”), consistent
with the amounts of such liability insurance then being required by County under similar ground
leases for comparable developments and uses in the Marina del Rey Small Craft Harbor, including
any adjustments then being approved by County (if any), based on differences in size, scope, uses
or risks between the Premises and such other developments. If County and Lessee cannot agree
upon the amount of insurance by the sixtieth (60th) day preceding an Insurance Renegotiation
Date, the matter shall be resolved by binding arbitration in accordance with Article 16. In no
event shall the amounts of liability insurance be decreased as a result of such renegotiation or
arbitration. Following such renegotiation or arbitration, the parties shall execute an amendment to
this Lease setting forth the renegotiated insurance provisions or the arbitration judgment, as
appropriate.

9.7  Notification of Incidents, Claims or Suits. Lessee shall notify County of any
accident or incident on or about the Premises which involves injury or property damage over Fifty
Thousand Dollars ($50,000.00) in the aggregate and pursuant to which a claim against Lessee
and/or County is made or threatened. Such notification shall be made in writing within 72 hours
after Lessee first becomes aware of the claim or threatened claim.

10. MAINTENANCE AND REPAIR; DAMAGE AND DESTRUCTION.
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10.1 Lessee’s Maintenance and Repair Obligations. Lessee shall maintain the Premises,
including paved or unpaved ground surfaces and Improvements thereon (excluding the Excluded
Conditions), in conformance with the Minimum Standards regarding the use and occupancy of
commercial (including hotel) projects in Marina del Rey (such as the Premises) as revised from
time to time by County in a manner consistent with commercially reasonable maintenance
standards applicable to other comparable commercial projects in Marina del Rey (the
“Maintenance Standard”). Any dispute as to whether revisions to the Maintenance Standard
adopted by the County from time to time pursuant to the immediately preceding sentence is
commercially reasonable shall be submitted to arbitration pursuant to Article 16 of this Lease.
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 the Premises and all equipment,
Improvements or physical structures of any kind which may exist or be erected, installed or made
on the Premises in good and substantial repair and condition, including without limitation capital
improvements and structural and roof repairs and replacement, and shall make all necessary
repairs and alterations and replacements thereto, except as otherwise provided in this Article 10
(except that during periods of construction of the Renovation Work or other Alterations or
reconstruction of damaged or destroyed Improvements, Lessee’s obligations as to the areas of the
Premises under construction shall be controlled by Article 5 of this Lease). Lessee shall undertake
such repairs, alterations or replacements in compliance with Applicable Laws, or as reasonably
required in writing by Director to Lessee incident to the provisions of this Article 10. Lessee shall
maintain all Improvements on the Premises (other than the Excluded Conditions) 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 reasonably satisfactory to Director. Lessee specifically agrees to provide proper containers for
trash and garbage which are screened from public view, to keep the Premises free and clear of
rubbish and litter. County in its proprietary capacity shall have the right with reasonable notice to
enter upon and inspect the Premises 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. The exclusion of the Excluded
Conditions from Lessee’s maintenance obligations under this Section 10.1 shall not relieve Lessee
from the obligation to repair and restore any damage to the Excluded Conditions caused by
Lessee, its agents, employees, Sublessees or contractors, or by Improvements constructed by or on
behalf of Lessee, and Lessee hereby agrees to perform such repair or restoration work at Lessee’s
sole cost and expense.

10.2 Intentionally Omitted.

10.3  Tree Trimming. During the remaining Term of the Lease, Lessee shall cause all
trees located on the Premises to be trimmed and otherwise maintained in compliance with the
Marina Del Rey tree trimming policy attached to this Lease as Exhibit F, as such policy is updated
from time to time by County.

10.4 Maintenance Deficiencies. If County 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 Sections 10.1 through 10.3 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 County’s
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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 County 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 County’s written deficiency notice (which cure period shall comply with
the requirements of the immediately preceding sentence of this Section 10.4), then in addition to,
and not in lieu of, any rights or remedies that County 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 County an amount equal to One Hundred Dollars ($100) per day per item of deficiency for each
day after such cure period that the deficiency item remains uncured. Notwithstanding the
foregoing, if the nature of the deficiency is such that it is not capable of cure within the cure
period specified in County’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
County’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 County, County shall reasonably identify the separate deficiencies so as not
to unfairly increase the daily amount payable under this Section 10.4 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 in the reasonable and good faith business judgment of Lessee the
deficiency notice was erroneously issued by County, 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 exercise Director’s reasonable discretion in considering Lessee’s contest. If
Lessee’s contest is made on a reasonable and good faith basis, then, in cases that do not include
health, safety or any emergency condition, 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 Director accepts or denies Lessee’s contest. If
Director denies Lessee’s contest, Lessee may request arbitration pursuant to Article 16. The One
Hundred Dollars ($100) per diem amount set forth in this Section 10.4 shall be adjusted every
three (3) years during the remaining Lease Term on each third (3rd) anniversary of the Effective
Date to reflect any change in the Consumer Price Index over the three (3) year period immediately
preceding each such adjustment. If Lessee fails to pay any amounts payable by Lessee under this
Section 10.4 within fifteen (15) days after written notice from County, then County shall have the
right to draw on the Security Deposit to cover such unpaid amounts.

10.5 Option to Terminate for Uninsured Casualty. In the event of any damage to or
destruction of the Premises or any Improvements located thereon (other than the Excluded
Conditions, except to the extent damage thereto is caused by the Lessee, its agents, employees,
Sublessees or contractors, or by Improvements constructed by or on behalf of Lessee), Lessee
shall, except as otherwise expressly provided in this Section 10.5, promptly (taking into
consideration the necessity of obtaining approvals and permits for such reconstruction) repair
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and/or restore such Improvements to their condition existing prior to the damage or destruction.
Except as otherwise expressly provided in this Section 10.5, 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, Lessee shall have the option to terminate
this Lease and be relieved of the obligation to restore the Improvements on the Premises where all
or substantially all of the Improvements on the Premises (other than the Excluded Conditions) are
substantially damaged or destroyed and such damage or destruction resulted from a cause not
required to be insured against by this Lease (an “Uninsured Loss”), and where all of the
following occur:

10.5.1 No more than one hundred (100) days following the Uninsured Loss,
Lessee shall notify County of its election to terminate this Lease; to be effective, this notice must
include both a copy of Lessee’s notification to the Encumbrance Holder, 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 Encumbrance Holder in accordance
with this Subsection 10.5.1. County shall be entitled to rely upon the foregoing notice and
certification as conclusive evidence that Lessee has notified the Encumbrance Holder regarding
Lessee’s desire to terminate this Lease.

10.5.2 No more than sixty (60) days following the giving of the notice required
by Subsection 10.5.1 or such longer time as may be reasonable under the circumstances, Lessee
shall, at Lessee’s expense: remove all debris and other rubble from the Premises; secure the
Premises against trespassers; and, at County’s election, remove all remaining Improvements on
the Premises.

10.5.3 No more than sixty (60) days following the giving of the notice required
under Subsection 10.5.1, Lessee delivers to County a quitclaim deed to the Premises in recordable
form, in form and content satisfactory to County and/or with such other documentation as may be
reasonably requested by County or any title company on behalf of County, terminating Lessee’s
interest in the Premises and reconveying such interest to County free and clear of any and all
Encumbrances and Subleases.

10.5.4 Within fifteen (15) days following County’s receipt of the notice referred
to in Subsection 10.5.1, County has not received both (a) written notice from any Encumbrance
Holder objecting to such termination and (b) an agreement containing an effective assignment of
Lessee’s interest in this Lease to such Encumbrance Holder whereby such Encumbrance Holder
expressly assumes and agrees to be bound by and perform all of Lessee’s obligations under this
Lease.

10.6  No Option to Terminate for Insured Casualty. Lessee shall have no option to
terminate this Lease or otherwise be relieved of its obligation to restore the Improvements on the
Premises where the damage or destruction results from a cause required to be insured against by
this Lease.

10.7 No County Obligation to Make Repairs. County shall have no obligation
whatsoever to make any repairs or perform any maintenance on the Premises.
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10.8  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, County may make such repairs or replacements and the cost thereof, including, but
not limited to, the cost of labor, overhead, materials and equipment, shall be charged against
Lessee as provided in Section 13.5.

10.9  Other Repairs. Although having no obligation to do so, County may, at its own
cost and at its sole discretion, perform or permit others to perform any necessary dredging, filling,
grading or repair of water systems, sewer facilities, roads, or other County facilities on or about
the Premises. Any entry by County onto the Premises pursuant to this Section 10.9 shall be made
in accordance with the following requirements: (i) prior to entry onto the Premises County shall
cause each of its contractors to provide to Lessee evidence that such contractor has procured
commercial general liability insurance coverage pertaining to such contractor’s activities on the
Premises, which insurance coverage shall be consistent with County’s insurance requirements
generally applicable to County contractors, and shall name Lessee as an additional insured; (ii)
County’s contractors shall comply with industry standard safety requirements; and (iii) County
shall repair, or cause its contractors to repair, any damage to the Premises caused by the activities
of County and/or it contractors on the Premises pursuant to this Section 10.9.

10.10 Notice of Damage. Lessee shall give prompt notice to County of any fire or
damage affecting the Premises or the Improvements from any cause whatsoever.

10.11 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 provisions of law which provide for contrary or additional
rights.

11.  ASSIGNMENT AND SUBLEASE.

11.1  Subleases.

11.1.1 Definition. The term “Sublease” shall mean any lease, license, permit,
concession or other interest in the Premises or the Improvements, 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”
shall be the person or entity to whom such right to use is conveyed by a Sublease. A Sublease
which grants or conveys to the Sublessee the right to possess or use all or substantially all of the
Premises is sometimes referred to in this Lease as a “Major Sublease” and the Sublessee under
such agreement is sometimes referred to in this Lease as a “Major Sublessee”.

11.1.2 Approval Required. At least thirty (30) days prior to the proposed
effective date of any Sublease that is not a Major Sublease, or of any assignment or material
amendment of such Sublease, Lessee shall submit a copy of such Sublease (or assignment or
amendment thereof), to Director for approval, which approval shall not be unreasonably withheld
or conditioned. To the extent practical, Director shall approve or disapprove said proposed
Sublease, amendment or assignment within thirty (30) days after receipt thereof. In no event,
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however, shall any such Sublease, amendment or assignment be made or become effective
without the prior approval of Director. Each such Sublease shall specifically provide that the
Sublessee shall comply with all of the terms, covenants, and conditions of this Lease applicable to
the portion of the Premises subject to the Sublease. If Director disapproves a Sublease, Director
shall notify Lessee in writing of the reason or reasons for such disapproval.

11.1.3 Major Sublease. Lessee shall enter into a Major Sublease only with a
reputable owner or manager of comparable hotel facilities such as exist on the Premises. In light
of the inherent detailed nature of a Major Sublease, Lessee shall deliver to County a copy of any
proposed Major Sublease, or any sub-sublease or any other document pursuant to which an
interest is proposed to be transferred in all or substantially all of the Premises, not less than forty-
five (45) days prior to the proposed effective date of such proposed Major Sublease or other
document, for County’s review and approval pursuant to the procedures and requirements
specified in Section 11.2.

11.2  Approval of Assignments and Major Subleases. Except as specifically provided in
this Article 11, Lessee shall not, without the prior written consent of County, which shall be based
upon factors described in Exhibit C hereto, which is incorporated herein by this reference
(“Assignment Standards”), and which shall be applied in a commercially reasonable manner,
either directly or indirectly give, assign, hypothecate, encumber, transfer, or grant control of this
Lease or any interest, right, or privilege therein (including without limitation the right to manage
or otherwise operate the Improvements located from time to time on the Premises), or enter into a
Major Sublease affecting the Premises, or license the use of all or substantially all of the Premises.
Notwithstanding the foregoing, Lessee shall have the right, without the prior approval of County,
to retain an affiliate of Lessee as the property manager for the Premises. Any Change of
Ownership that is not an Excluded Transfer shall constitute an assignment of Lessee’s interest
under this Lease. In addition, for purposes of this provision, the following (except for Excluded
Transfers) shall require the prior written consent of County to be effective: (1) the addition,
removal or replacement of one or more general partners or managing members in a Lessee which
is a limited partnership or limited liability entity, except (a) by death, insolvency, incapacity,
resignation (except for a sole general partner, if any) or removal of a general partner or managing
member and his replacement by a vote of the limited partners, the remaining general partners or
remaining members, or (b) if any general partner or managing member owning more than fifty
percent (50%) of the interests of the partnership or limited liability entity acquires the interest of
another general partner or managing member owning fifteen percent (15%) or less of the interests
in the partnership or limited liability entity; or (2) the sale, assignment, or transfer of fifty-percent
(50%) or more of the stock, partnership interests or limited liability company interests in an entity
which owns, or is a general partner or managing member of an entity which owns, an interest in
this Lease. Lessee shall provide County with any information reasonably requested by County in
order to determine whether or not to grant approval of the matters provided herein requiring
County’s consent. These same limitations and approval requirements as to Lessee’s interest under
the Lease shall also apply with respect to the Sublessee’s interest under a Major Sublease.

11.2.1 County’s Use of Discretion and Limitation on Permissible Assignees.
Prior to the CO Date, County shall have the right to withhold its consent to any assignment or
Major Sublease in its sole and absolute discretion. After the CO Date, County shall not
unreasonably withhold or delay its consent to a proposed assignment or Major Sublease if (a) the
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assignee or Major Sublessee, either directly or through its affiliate or through a contractual
relationship with a third party hotel operator that will operate and manage the Premises, has
adequate experience in the operation of hotels in accordance with a standard at least
commensurate with the Required Hotel Standard and has a nationwide reservation system in
which the Premises will participate; and (b) the Assignment Standards are satisfied to the
reasonable satisfaction of County. If County withholds its consent to an assignment or Major
Sublease, County shall notify Lessee in writing of the reason or reasons for such disapproval.

11.2.2 Involuntary Transfers Prohibited. Except as otherwise specifically
provided in this Lease, neither this Lease nor any interest therein shall be assignable or
transferable in proceedings in attachment, garnishment, or execution against Lessee, or in
voluntary or involuntary proceedings in bankruptcy or insolvency or receivership taken by or

against Lessee, or by any process of law including proceedings under the Bankruptcy Act.

11.2.3 Procedure. Requests for approval of any proposed assignment shall be

processed in accordance with the following procedures:

10122777.5

11.2.3.1 Prior to entering into any agreement requiring the approval of
County pursuant to this Sections 11.1 or 11.2, Lessee (or the entity seeking approval
of such assignment) shall notify County and deliver to County all information
reasonably relevant to the proposed assignment, including without limitation any term
sheets, letters of intent, draft Major Subleases, any other documents which set forth
any proposed agreement regarding the Premises and the information set forth in
Subsection 11.2.3.5. County will evaluate the information provided to it and County
may request additional information as may be reasonably necessary to act on the
request. Under no circumstances will County discuss an assignment with any
proposed assignee without providing Lessee the right to be present at any such
discussion.

11.2.3.2 In completing its review of the proposal and granting or
withholding its consent thereto, County will not be bound by any deadline contained
in any proposed assignments, Major Subleases, escrow instructions or other
agreements to which County is not a party.

11.2.3.3 Lessee acknowledges that the time needed for County to review
a proposed assignment depends on many factors, including without limitation the
complexity of the proposed transaction, the financial and other information submitted
for review, and the workload of County’s personnel. Notwithstanding the foregoing,
County shall act as promptly as governmental processes permit in processing and
acting upon a requested approval of an assignment of Lessee’s interest under this
Article 11.

11.2.3.4 Lessee shall be required to reimburse County for its Actual
Costs incurred in connection with the proposed assignment, whether or not County
ultimately grants its approval to the proposed assignment. (without any duplication
with any Administrative Charge payable under Section 4.6).
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11.2.3.5 Lessee or the proposed assignee shall provide County with
sufficient information for County to determine if the public interest will be served by
approving the proposed transaction. The information that must be provided includes,
but shall not be limited to, the following:

(a) Nature of the Assignee. Full disclosure is required in accordance with this
Lease and County’s applicant disclosure policy then in effect. Additionally, a flowchart
identifying the chain of ownership of the assignee and its decision-making authority shall
be provided to County. County shall be advised if the proposed assignee, or any other
person or entity for whom disclosure is required pursuant to County’s disclosure policy,
has had any leasehold or concessionaire’s interest canceled or terminated by the landlord
due to the tenant or Lessee’s breach or default thereunder.

(b) Financial Condition of Assignee. County shall be provided with current,
certified financial statements, including balance sheets and profit and loss statements,
demonstrating the proposed assignee’s financial condition for the preceding five (5)
years, or such shorter period that assignee has been in existence. This requirement shall
also apply to any related person or entity which will be responsible for or guarantee the
obligations of the proposed assignee or provide any funds or credit to such proposed
assignee.

(©) Financial Analysis. County shall be provided with the proposed
assignee’s financing plan for the operation of the Premises (unless the assignment is
pursuant to a Change of Ownership that is an Excluded Transfer or is pursuant to a
Change of Ownership that involves the transfer of only beneficial interests in the
constituent owners of Lessee, and following such transfer there is no intended change in
the financing plan for the operation and improvement of the Premises) and for any
contemplated improvement thereof, demonstrating such proposed assignee’s financial
capability to so operate the Premises and construct such improvements. Such financing
plan shall include, but not be limited to, information detailing (1) equity capital; (2)
sources and uses of funds; (3) terms of financing; (4) debt service coverage and ratio; and
(5) loan to value ratio. The proposed assignee shall also provide County with
documentation demonstrating such proposed assignee’s financial viability, such as letters
of commitment from financial institutions which demonstrate the availability of sufficient
funds to complete any proposed construction or improvements on the Premises. Further,
such proposed assignee shall authorize the release of financial information to County
from financial institutions relating to the proposed assignee or other information supplied
in support of the proposed assignment.

(d) Business Plan. County shall be provided with the proposed assignee’s
business plan for the Premises (unless the assignment is pursuant to a Change of
Ownership that constitutes an Excluded Transfer or is pursuant to a Change of Ownership
that involves the transfer of only beneficial ownership interests in the constituent owners
of Lessee, and following such transfer there is no intended change in the business plan for
the Premises), including pro forma financial projections for the Premises for the five (5)
year period beginning upon the commencement of the proposed assignment. Such pro
forma projections will include capital costs, income and expenses, as well as debt service
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and all other payments to providers of debt and equity, and will be accompanied by a
statement of basic assumptions and an identification of the sources of the data used in the
production of such projections.

(e) Assignor’s Financial Statements. County shall be provided with certified
financial statements, including balance sheets and profits and loss statements concerning
the assignor Lessee and its operations for the three (3) most recent years prior to the
proposed transaction.

63} Cure of Defaults. County shall be provided with the proposed assignee’s
specific plans to cure any and all delinquencies under this Lease which may be identified
by County, whether identified before or after the date of the proposed assignment.

(2) Prospectus Materials. County shall be provided with any materials
distributed to third parties relating to the business of the proposed assignee to be
conducted on, from or relating to the Premises.

(h) Other Information. County shall be provided with a clear description of
the terms and conditions of the proposed assignment, including a description of the
proposed use of the Premises and any proposed alterations or improvements to the
Premises. Additionally, County shall be provided with any and all other non-confidential
information which it reasonably requests of Lessee in connection with its review of the
proposed transaction, including without limitation materials pertinent to the issues noted
in this Subsection to the extent that they exist, such as escrow instructions, security
agreements, personal property schedules, appraisals, market reports, lien releases, UCC
Statements, preliminary title reports, management agreements affecting the Premises,
contracts in excess of $25,000 affecting the Premises, schedules of pending or threatened
litigation, and attorneys’ closing opinions relating to Lessee, the proposed assignee or the
Premises. County shall endeavor to keep the foregoing materials confidential, subject to
the Public Records Act and other Applicable Laws.

11.2.3.6 Nondisturbance. At the request of Lessee, County shall agree to
execute a subordination, nondisturbance and attornment agreement and a ground
lessor’s estoppel certificate on commercially reasonable terms in favor of any Major
Sublessee.

11.2.3.7 Final Documents. Prior to granting its approval over any
proposed assignment, County shall be provided with an executed Assignment and
Acceptance of Assignment in form and content as reasonably approved or supplied by
County. Ten (10) copies of each must be submitted to County, of which five (5) shall
be signed originals and properly acknowledged.

11.2.4 County Right to Recapture. If after January 1, 2029 Lessee proposes to
assign its interest in this Lease, proposes to enter into any Major Sublease affecting the Premises
or proposes to transfer a Controlling Interest in Lessee, in each case excluding any Excluded
Transfer (with any such proposed transaction herein referred to as a “Proposed Transfer”), it
shall provide County with written notice of such desire, which notice shall include the sale price
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(“Lessee Sale Price”) at which it is willing to consummate the Proposed Transfer. For purposes
hereof, a “Controlling Interest” in Lessee shall mean fifty percent (50%) or more of the direct or
indirect beneficial interest in Lessee. Within thirty (30) days thereafter, County shall provide
Lessee with written notification as to whether it has elected to acquire an option to purchase the
interest subject to the Proposed Transfer. During said thirty (30) day period, Lessee may market
the interest subject to the Proposed Transfer, provided that such interest is offered subject to
County’s rights as provided in this Subsection 11.2.4. In the event that, prior to the expiration of
said thirty (30) day period, County has given notice to Lessee that it has elected to acquire said
option, Lessee shall deliver to County an assignable option to purchase the interest subject to the
Proposed Transfer (“County Option”) at the Lessee Sale Price. Such County Option shall have a
term of five (5) calendar months. During the term of the County Option, Lessee shall make the
Premises and its books and records reasonably available for inspection by County and third parties
as reasonably requested by County. At Lessee’s request, any third party granted access to the
Premises or Lessee’s books and records pursuant to this Subsection 11.2.4 shall be required to
execute a right-of-entry and confidentiality agreement on commercially reasonable terms. In the
event that County causes Lessee to issue the County Option and subsequently declines to purchase
the interest subject to the Proposed Transfer at the Lessee Sale Price, County shall pay to Lessee
at the expiration of the County Option period (or, at County’s election, credit to Lessee against the
next applicable installment(s) of Annual Minimum Rent and Percentage Rent), a sum (the
“County Option Price”’) which represents (i) three percent (3%) of the Lessee Sale Price, plus (ii)
seven percent (7%) interest per annum on said three percent (3%) of the Lessee Sale Price, from
the date Lessee received notice of County’s election to receive the County Option through the date
on which the County Option Price, together with interest thereon, is paid or credited in full. If
County either (a) fails to elect to cause Lessee to issue the County Option within said thirty (30)
day period, or (b) gives notice that it has elected not to acquire the interest subject to the Proposed
Transfer, then during the nine (9) month period following the later of (a) or (b), Lessee shall be
entitled to enter into an agreement to consummate the Proposed Transfer with a third party
(subject to County’s approval rights as otherwise set forth in this Lease) so long as (1) the actual
price for the Proposed Transfer is equal to or greater than ninety-five percent (95%) of the Lessee
Sale Price last offered to County and upon no more favorable material terms to the assignee and
(2) the transfer is consummated not later than twelve (12) months after the later of (a) or (b)
(which twelve (12) month period shall be extended to the extent the closing is delayed due to a
delay by County in approving the transaction within sixty (60) days after County has received a
notice from Lessee requesting County’s approval of such transaction and all information required
by County under this Lease to permit County to evaluate the transaction). In the event of a
proposed Major Sublease, County’s election shall pertain to such portion of the Premises subject
to the proposed Major Sublease or assignment and, in the event that County elects to acquire such
portion of Lessee’s interest in the Premises, Lessee’s Annual Minimum Rent shall be
proportionally reduced and Lessee’s obligation to pay Percentage Rent shall pertain only to the
amounts derived from the portion of the Premises retained by Lessee. In the event that County
elects to recapture all or any portion of the Premises as provided herein, Lessee agrees to execute
promptly a termination agreement and such other documentation as may be reasonably necessary
to evidence the termination of this Lease, to set a termination date and to prorate rent and other
charges with respect to the termination. County’s rights pursuant to this Subsection 11.2.4 shall
not apply to (I) Financing Events, (II) those events identified in Subsection 4.6.2 of this Lease, or
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(IIT) any assignment, Major Sublease or transfer of a Controlling Interest that is consummated
prior to January 1, 2029.

11.2.5 County Credits Toward Purchase Price. In the event that County or its
assignee elects to exercise the County Option, it shall receive the following credits toward the
Lessee Sale Price: (1) the Net Proceeds Share which would be payable to County in the event that
a third party were to purchase the interest offered at the Lessee Sale Price and (2) an amount
which represents unpaid Annual Minimum Rent, Percentage Rent, and all other amounts payable
under the Lease, if any (including a provisional credit in an amount reasonably acceptable to
County for any amounts that may arise from an audit by County, but that have not yet been
determined as of that date), with late fees and interest as provided herein, from the end of the
period most recently subject to County audit through the date of the purchase of the interest by
County. In the case of any unpaid rental amounts that may be found to be owing to County in
connection with any uncompleted audit by County, in lieu of a provisional credit for such
amounts, Lessee may provide County with a letter of credit or other security satisfactory to
County to secure the payment of such unpaid amounts when finally determined by County.
During the term of the County Option, Lessee shall cause to be available to County all books and
records reasonably necessary in order to determine the amount of such unpaid Annual Minimum
Rent, Percentage Rent, and other amounts payable under the Lease. In the event that County or its
assignee exercises the County Option, but the transaction fails to close due to a failure of the
parties to agree upon an appropriate allowance for such unpaid Annual Minimum Rent,
Percentage Rent, and other amounts or appropriate security for the payment thereof, then County
shall have no obligation to pay or credit to Lessee the County Option Price.

11.3 Terms Binding Upon Successors, Assigns and Sublessees. Except as otherwise
specifically provided for herein, each and all of the provisions, agreements, terms, covenants, and
conditions herein contained to be performed, fulfilled, observed, and kept by Lessee hereunder
shall be binding upon the heirs, executors, administrators, successors, and assigns of Lessee, and
all rights, privileges and benefits arising under this Lease in favor of Lessee shall be available in
favor of its heirs, executors, administrators, successors, and assigns. Notwithstanding the
foregoing, no assignment or subletting by or through Lessee in violation of the provisions of this
Lease shall vest any rights in any such assignee or Sublessee. Any approved assignment of this
Lease shall release the assignor of all liability arising due to actions or omissions on or after the
effective date of such assignment, provided the assignee assumes all of such liability, including
without limitation the obligation of assignee to cure any defaults and delinquencies under this
Lease and to pay County Percentage Rent and any other amounts attributable to the period prior to
the assignment, but not discovered by County or the assignee until after the assignment; provided,
further, the assignor shall not be relieved of any liability for the payment of the Administrative
Charge or the required portion of any Net Proceeds Share or Net Refinancing Proceeds which
arise upon such assignment as provided herein.

12. ENCUMBRANCES.

12.1 Financing Events.

12.1.1 Definitions. For the purposes of this Lease, including without limitation
the provisions of Sections 4.6 through 4.8 hereof: (i) a "Financing Event" shall mean any
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financing or refinancing consummated by Lessee or by the holders of partnership interests or other
direct or indirect ownership interests in Lessee (collectively, "Ownership Interests"), whether
with private or institutional investors or lenders, where such financing or refinancing is an
Encumbrance (as defined below); for purposes of Section 12.1.2 below and Sections 4.6 through
4.8 above, a “Financing Event” shall also include all of the foregoing actions involving the
granting of a mortgage, deed of trust or other security interest in a Major Sublease; and (ii) an
"Encumbrance" shall mean any direct or indirect grant, pledge, assignment, transfer, mortgage,
hypothecation, grant of control, grant of security interest, or other encumbrance, of or in all or any
portion of (A) Lessee's interest under this Lease and the estate so created (including without
limitation a direct or indirect assignment of Lessee's right to receive rents from subtenants) or (B)
Ownership Interests if an absolute assignment from the holder of such Ownership Interests to the
holder of the Encumbrance would have required County's consent under this Lease, to a lender
(upon County approval of the Encumbrance and consummation thereof, the "Encumbrance
Holder") as security for a loan. The term "Encumbrance Holder" shall also be deemed to
include any and all affiliates of such Encumbrance Holder which have succeeded by assignment
or otherwise to any rights, interests or liabilities of the Encumbrance Holder with respect to the
Encumbrance, or which have been designated by the Encumbrance Holder to exercise any rights
or remedies under the Encumbrance or to take title to the leasehold estate under this Lease or to
Ownership Interests, and such affiliates shall enjoy all of the rights and protections given to
Encumbrance Holders under this Lease. The term "Equity Encumbrance Holder" shall mean an
Encumbrance Holder holding an Encumbrance with respect to Ownership Interests.

12.1.2 County Approval Required. Lessee may, with the prior written consent of
Director, which shall not be unreasonably withheld, and subject to any specific conditions which
may be reasonably imposed by Director, consummate one or more Financing Event(s). Lessee
shall submit to Director a preliminary loan package and thereafter a complete set of all proposed
transaction documents in connection with each proposed Financing Event. The preliminary loan
package shall include the loan commitment (or the so-called “loan application” if the loan
commitment is styled as a loan application) and any other documents, materials or other
information reasonably requested by Director. Lessee shall have the right, but not the obligation,
to include draft loan documents in the preliminary loan package. Director shall have sixty (60)
days (thirty (30) days for the initial construction loan for the Renovation Work) to grant or
withhold approval of the preliminary loan package. Director shall have sixty (60) days (thirty (30)
days for the initial construction loan for the Renovation Work) after receipt of substantially
complete loan documents conforming to the approved preliminary loan package in which to grant
or withhold final approval of the Financing Event; provided, however, that if the preliminary loan
package included draft loan documents then the foregoing sixty (60) day period shall be reduced
to thirty (30) days. If not approved by Director in writing within the foregoing periods, the
proposed Financing Event shall be deemed disapproved by Director (and, if so requested in
writing by Lessee), Director shall within thirty (30) days of such request deliver to Lessee a
written description of Director's objections to said proposed Financing Event). Lessee shall
reimburse County for County's Actual Cost incurred in connection with its review of the proposed
Financing Event. One (1) copy of any and all security devices or instruments as finally executed
or recorded by the parties in connection with any approved Encumbrance shall be filed with
Director not later than seven (7) days after the effective date thereof. The same rights and
obligations set forth above in this Subsection 12.1.2 shall inure to the benefit of and shall be

82

10122777.5



binding upon any holder of Ownership Interests with respect to any proposed Financing Event
involving Ownership Interests.

12.2  Consent Requirements In The Event of a Foreclosure Transfer.

12.2.1 Definitions. As used herein, a "Foreclosure Transfer" shall mean any
transfer of the entire leasehold estate under this Lease or of all of the Ownership Interests in
Lessee pursuant to any judicial or nonjudicial foreclosure or other enforcement of remedies under
or with respect to an Encumbrance, or by voluntary deed or other transfer in lieu thereof. A
"Foreclosure Transferee" shall mean any transferee (including without limitation an
Encumbrance Holder) which acquires title to the entire leasehold estate under this Lease or to all
of the Ownership Interests in Lessee pursuant to a Foreclosure Transfer. An "Equity Foreclosure
Transferee" shall mean a Foreclosure Transferee whose acquired interest consists of all of the
Ownership Interests in Lessee.

12.2.2 Foreclosure Transfer. The consent of County shall not be required with
respect to any Foreclosure Transfer.

12.2.3 Subsequent Transfer By Encumbrance Holder. For each Foreclosure
Transfer in which the Foreclosure Transferee is an Encumbrance Holder, with respect to a single
subsequent transfer of this Lease or the Ownership Interests (as applicable) by such Encumbrance
Holder to any third party, (i) County's consent to such transfer shall be required, but shall not be
unreasonably withheld or delayed, and the scope of such consent (notwithstanding anything in this
Lease to the contrary) shall be limited to County's confirmation (which must be reasonable) that
the Lessee following such transfer has sufficient financial capability to perform its remaining
obligations under this Lease as they come due, along with any obligation of Lessee for which the
Foreclosure Transferee from whom its receives such transfer is released under subsection 12.3.1
below, and (ii) such transferee (other than a transferee of Ownership Interests) shall expressly
agree in writing to assume and to perform all of the obligations under this Lease, other than
Excluded Defaults (as defined below). For clarification purposes, the right to a single transfer
under this Section shall apply to each Foreclosure Transfer in which the Foreclosure Transferee is
an Encumbrance Holder, so that there may be more than one "single transfer" under this Section.

12.3  Effect of Foreclosure. In the event of a Foreclosure Transfer, the Encumbrance
Holder shall forthwith give notice to County in writing of such transfer setting forth the name and
address of the Foreclosure Transferee and the effective date of such transfer, together with a copy
of the document by which such transfer was made.

12.3.1 Any Encumbrance Holder which 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 which ordinarily engages in the business of making, holding or servicing
commercial real estate loans, including any affiliate thereof (an "Institutional Lender"), shall,
upon becoming a Foreclosure Transferee (other than an Equity Foreclosure Transferee), become
liable to perform the full obligations of Lessee under this Lease (other than Excluded Defaults as
defined below) accruing during its period of ownership of the leasehold. Upon a subsequent
transfer of the leasehold in accordance with Subsection 12.2.3 above, such Institutional Lender
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shall be automatically released of any further liability with respect to this Lease, other than for (1)
rent payments, property tax payments, reserve account payments and other monetary obligations
under specific terms of the Lease that accrue solely during such Institutional Lender's period of
ownership of the leasehold, and (ii) Lessee’s indemnification obligations under this Lease with
respect to matters pertaining to or arising during such Institutional Lender’s period of ownership
of leasehold title.

12.3.2 Any other Foreclosure Transferee (i.e., other than an Institutional Lender
as provided in Subsection 12.3.1 above) shall, upon becoming a Foreclosure Transferee (other
than an Equity Foreclosure Transferee), become liable to perform the full obligations of Lessee
under this Lease (other than Excluded Defaults), subject to possible release of liability upon a
subsequent transfer pursuant to Section 11.3 above.

12.3.3 Following any Foreclosure Transfer which is a transfer of the leasehold
interest under the Lease, County shall recognize the Foreclosure Transferee as the Lessee under
the Lease and shall not disturb its use and enjoyment of the Premises, and the Foreclosure
Transferee shall succeed to all rights of Lessee under this Lease as a direct lease between County
and such Foreclosure Transferee, provided that the Foreclosure Transferee cures any pre-existing
Event of Default other than any such pre-existing Event of Default that (i) is an incurable non-
monetary default, (ii) is a non-monetary default that can only be cured by a prior lessee, (iii) is a
non-monetary default that is not reasonably susceptible of being cured by such transferee, or (iv)
relates to any obligation of a prior lessee to pay any Net Proceeds Share (collectively, "Excluded
Defaults"), and thereafter performs the full obligations of Lessee under this Lease. Pursuant to
Subsection 12.3.7 below, following any Foreclosure Transfer which is a transfer of Ownership
Interests, the foregoing rights under this Subsection 12.3.3 shall also inure to the benefit of the
Lessee.

12.3.4 No Encumbrance Holder shall become liable for any of Lessee's
obligations under this Lease unless and until such Encumbrance Holder becomes a Foreclosure
Transferee with respect to Lessee's leasehold interest under the Lease.

12.3.5 No Foreclosure Transfer, and no single subsequent transfer by an
Encumbrance Holder following a Foreclosure Transfer pursuant to subsection 12.2.3, shall trigger
(1) any obligation to pay an Administrative Charge nor any Net Proceeds Share, (ii) any
acceleration of any financial obligation of Lessee under this Lease, (ii1) any recapture right on the
part of County, or (iv) any termination right under this Lease. Any Foreclosure Transfer, and any
single subsequent transfer by an Encumbrance Holder following a Foreclosure Transfer pursuant
to Subsection 12.2.3, shall be deemed to be excluded from the definition of "Change of
Ownership" for all purposes of this Lease. For clarification purposes, the "single subsequent
transfer" referred to above applies to each Foreclosure Transfer in which the Foreclosure
Transferee is an Encumbrance Holder (as more fully explained in Subsection 12.2.3), so that there
may be more than one "single subsequent transfer" benefited by this Section.

12.3.6 In the event that an Institutional Lender becomes a Foreclosure
Transferee, all obligations with respect to the construction and renovation work described in
Sections 5.1, 5.11 or 5.12 above (other than any obligations to make deposits into the Subsequent
Renovation Fund) shall be tolled for a period of time, not to exceed twelve months, until such
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Institutional Lender completes a subsequent transfer of its foreclosed interest in the Lease or
Ownership Interests, provided that such Institutional Lender is making commercially reasonable
and diligent efforts to market and sell its foreclosed interest. Nothing in this Subsection 12.3.6
shall be construed as a limit or outside date on any cure periods provided to Encumbrance Holders
under this Lease.

12.3.7 Following a Foreclosure Transfer with respect to all of the Ownership
Interests in Lessee, (i) any and all rights, privileges and/or liability limitations afforded to
Foreclosure Transferees in this Article 12 or any other provision of this Lease shall also be
afforded to Lessee from and after such Foreclosure Transfer, to the same extent as if the
Foreclosure Transferee had acquired the leasehold interest of Lessee directly and became the
Lessee under this Lease, and (i1) if the Foreclosure Transferee was also an Equity Encumbrance
Holder, then any and all rights, privileges and/or liability limitations afforded to Foreclosure
Transferees who are Encumbrance Holders in this Article 12 or any other provision of this Lease
shall also be afforded to Lessee from and after such Foreclosure Transfer, to the same extent as if
the Foreclosure Transferee had acquired the leasehold interest of Lessee directly and became the
Lessee under this Lease.

12.4  No Subordination. County's rights in the Premises and this Lease,
including without limitation County's right to receive Annual Minimum Rent and Percentage
Rent, shall not be subordinated to the rights of any Encumbrance Holder. Notwithstanding the
foregoing, an Encumbrance Holder shall have all of the rights set forth in the security instrument
creating the Encumbrance, as approved by County in accordance with Subsection 12.1.2, to the
extent that such rights are not inconsistent with the terms of this Lease, including the right to
commence an action against Lessee for the appointment of a receiver and to obtain possession of
the Premises under and in accordance with the terms of said Encumbrance, provided that all
obligations of Lessee hereunder shall be kept current, including but not limited to the payment of
rent and curing of all defaults or Events of Default hereunder (other than Excluded Defaults or as
otherwise provided herein).

12.5 Modification or Termination of Lease. This Lease shall not be modified or
amended without the prior written consent in its sole discretion of each then existing
Encumbrance Holder with respect to Lessee's entire leasehold interest in this Lease or all of the
Ownership Interests in Lessee. Further, this Lease may not be surrendered or terminated (other
than in accordance with the provisions of this Article 12) without the prior written consent of each
such Encumbrance Holder in its sole discretion. No such modification, amendment, surrender or
termination without the prior written consent of each such then existing Encumbrance Holder
shall be binding on any such Encumbrance Holder or any other person who acquires title to its
foreclosed interest pursuant to a Foreclosure Transfer.

12.6  Notice and Cure Rights of Encumbrance Holders and Major Sublessees.

12.6.1 Right to Cure. Each Encumbrance Holder and Major Sublessee shall have
the right, at any time during the term of its Encumbrance or Major Sublease, as applicable, and in
accordance with the provisions of this Article 12, to do any act or thing required of Lessee in
order to prevent termination of Lessee's rights hereunder, and all such acts or things so done
hereunder shall be treated by County the same as if performed by Lessee.
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12.6.2 Notice of Default. County shall not exercise any remedy available to it
upon the occurrence of an Event of Default (other than exercising County’s self-help remedies
pursuant to Section 13.5 or imposing the daily payment set forth in Section 10.4), and no such
exercise shall be effective, unless it first shall have given written notice of such default to each
and every then existing Major Sublessee and Encumbrance Holder which has notified Director in
writing of its interest in the Premises or this Lease and the addresses to which such notice should
be delivered. Such notice shall be sent simultaneously with the notice or notices to Lessee. An
Encumbrance Holder or Major Sublessee shall have the right and the power to cure the Event of
Default specified in such notice in the manner prescribed herein. If such Event or Events of
Default are so cured, this Lease shall remain in full force and effect. Notwithstanding any
contrary provision hereof, the Lender’s cure rights set forth in this Section 12.6 shall not delay or
toll the County’s right to impose the daily payment for Lessee breaches set forth in Section 10.4.

12.6.3 Manner of Curing Default. Events of Default may be cured by an
Encumbrance Holder or Major Sublessee in the following manner:

(a) If the Event of Default is in the payment of rental, taxes, insurance
premiums, utility charges or any other sum of money, an Encumbrance Holder or the
Major Sublessee may pay the same, together with any Late Fee or interest payable
thereon, to County or other payee within thirty five (35) days after its receipt of the
aforesaid notice of default. If, after such payment to County, Lessee pays the same or
any part thereof to County, County shall refund said payment (or portion thereof) to such
Encumbrance Holder or Major Sublessee.

(b) If the Event of Default cannot be cured by the payment of money, but is
otherwise curable, the default may be cured by an Encumbrance Holder or Major
Sublessee as follows:

(1) The Encumbrance Holder or Major Sublessee may cure the default
within sixty (60) days after the end of Lessee's cure period as provided in
Section 13.1 hereof (or, if the default involves health, safety or sanitation issues,
County may by written notice reduce such sixty (60) day period to thirty (30) days,
such 60 or 30 day period, as applicable, being referred to herein as the "initial cure
period"), provided, however, if the curing of such default reasonably requires activity
over a longer period of time, the initial cure period shall be extended for such
additional time as may be reasonably necessary to cure such default, so long as the
Encumbrance Holder or Major Sublessee commences a cure within the initial cure
period and thereafter continues to use due diligence to perform whatever acts may be
required to cure the particular default. In the event Lessee commences to cure the
default within Lessee's applicable cure period and thereafter fails or ceases to pursue
the cure with due diligence, the Encumbrance Holder's and Major Sublessee's initial
cure period shall commence upon the later of the end of Lessee's cure period or the
date upon which County notifies the Encumbrance Holder and/or Major Sublessee
that Lessee has failed or ceased to cure the default with due diligence.

(2) With respect to an Encumbrance Holder, but not a Major
Sublessee, if before the expiration of the initial cure period, said Encumbrance Holder
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notifies County of its intent to commence foreclosure of its interest, and within sixty
(60) days after the mailing of said notice, said Encumbrance Holder (i) actually
commences foreclosure proceedings and prosecutes the same thereafter with due
diligence, the initial cure period shall be extended by the time necessary to complete
such foreclosure proceedings, or (ii) if said Encumbrance Holder is prevented from
commencing or continuing foreclosure proceedings by any bankruptcy stay, or any
order, judgment or decree of any court or regulatory body of competent jurisdiction,
and said Encumbrance Holder diligently seeks release from or reversal of such stay,
order, judgment or decree, the initial cure period shall be extended by the time
necessary to obtain such release or reversal and thereafter to complete such
foreclosure proceedings. Within thirty (30) days after a Foreclosure Transfer is
completed, the Foreclosure Transferee shall (if such default has not been cured)
commence to cure, remedy or correct the default and thereafter diligently pursue such
cure until completed in the same manner as provided in subsection (a) above. The
Encumbrance Holder shall have the right to terminate its foreclosure proceeding, and
the extension of any relevant cure period shall lapse, in the event of a cure by Lessee.

12.7 New Lease.

12.7.1 Obligation to Enter Into New Lease. In the event that this Lease is
terminated by reasons of bankruptcy, assignment for the benefit of creditors, insolvency or any
similar proceedings, operation of law, an Excluded Default or other event beyond the reasonable
ability of an Encumbrance Holder to cure or remedy, or if the Lease otherwise terminates for any
reason, County shall, upon the written request of any Encumbrance Holder with respect to
Lessee's entire leasehold estate under this Lease or all of the Ownership Interests in Lessee
(according to the priority described below if there are multiple Encumbrance Holders), enter into a
new lease (which shall be effective as of the date of termination of this Lease) with the
Encumbrance Holder or an affiliate thereof for the then remaining Term of this Lease on the same
terms and conditions as shall then be contained in this Lease, provided that the Encumbrance
Holder cures all then existing monetary defaults under this Lease, and agrees to commence a cure
of all then existing non-monetary Events of Default within sixty (60) days after the new lease is
entered into, and thereafter diligently pursues such cure until completion. In no event, however,
shall the Encumbrance Holder be obligated to cure any Excluded Defaults. County shall notify
the most junior Encumbrance Holder of a termination described in this Section 12.7 within thirty
(30) days after the occurrence of such termination, which notice shall state (i) that the Lease has
terminated in accordance with Section 12.7 of this Lease, and (ii) that such Encumbrance Holder
has sixty (60) days following receipt of such notice within which to exercise its right to a new
lease under this Section 12.7, or else it will lose such right. An Encumbrance Holder's election
shall be made by giving County written notice of such election within sixty (60) days after such
Encumbrance Holder has received the above-described written notice from the County. Within a
reasonable period after request therefor, County shall execute and return to the Encumbrance
Holder any and all documents reasonably necessary to secure or evidence the Encumbrance
Holder's interest in the new lease or the Premises. From and after the effective date of the new
lease, the Encumbrance Holder (or its affiliate) shall have the same rights to a single transfer that
are provided in Subsection 12.2.3 above, and shall enjoy all of the other rights and protections that
are provided to a Foreclosure Transferee in this Article 12. Any other subsequent transfer or
assignment of such new lease shall be subject to all of the requirements of Article 11 of this
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Lease. If there are multiple Encumbrance Holders, this right shall inure to the most junior
Encumbrance Holder in order of priority; provided, however, if such junior Encumbrance Holder
shall accept the new lease, the priority of each of the more senior Encumbrance Holders shall be
restored in accordance with all terms and conditions of such Encumbrances(s). If a junior
Encumbrance Holder does not elect to accept the new lease within thirty (30) days of receipt of
notice from County, the right to enter into a new lease shall be provided to the next most junior
Encumbrance Holder, under the terms and conditions described herein, until an Encumbrance
Holder either elects to accept a new lease, or no Encumbrance Holder so elects.

12.7.2  Priority of New Lease. The new lease made pursuant to this Section 12.7
shall be prior to any mortgage or other lien, charge or encumbrance on County's fee interest in the
Premises, and any future fee mortgagee or other future holder of any lien on the fee interest in the
Premises is hereby given notice of the provisions hereof.

12.8 Holding of Funds. Any Encumbrance Holder with respect to Lessee's
entire leasehold interest in this Lease or all of the Ownership Interests in Lessee that is an
Institutional Lender shall have the right to hold and control the disbursement of (i) any insurance
or condemnation proceeds to which Lessee is entitled under this Lease and that are required by the
terms of this Lease to be applied to restoration of the Improvements on the Premises (provided
that such funds shall be used for such restoration in accordance with the requirements of the
Lease), and (i1) any funds required to be held in the Subsequent Renovation Fund and the Capital
Improvement Fund (provided that such funds shall be used for the purposes required by this
Lease). If more than one such Encumbrance Holder desires to exercise the foregoing right, the
most senior Encumbrance Holder shall have priority in the exercise of such right.

12.9  Participation in Certain Proceedings and Decisions. Any Encumbrance
Holder shall have the right to intervene and become a party in any arbitration, litigation,
condemnation or other proceeding affecting this Lease. Lessee's right to make any election or
decision under this Lease with respect to any condemnation settlement, insurance settlement or
restoration of the Premises following a casualty or condemnation shall be subject to the prior
written approval of each then existing Encumbrance Holder.

12.10 Fee Mortgages and Encumbrances. Any mortgage, deed of trust or other
similar encumbrance granted by County upon its fee interest in the Premises shall be subject and
subordinate to all of the provisions of this Lease and to all Encumbrances. County shall require
each such fee encumbrance holder to confirm the same in writing (in a form reasonably approved
by each Encumbrance Holder or its title insurer) as a condition to granting such encumbrance,
although the foregoing subordination shall be automatic and self-executing whether or not such
written confirmation is obtained.

12.11 No Merger. Without the written consent of each Encumbrance Holder, the
leasehold interest created by this Lease shall not merge with the fee interest in all or any portion of
the Premises, notwithstanding that the fee and leasehold interests are held at any time by the same
person or entity.

12.12 Rights of Encumbrance Holders With Respect to Reversion. As used in this
Section 12.12, the "Reversion" refers to the amendment of this Lease described in Section 5.1

88

10122777.5



whereby the terms and conditions of this Lease are automatically amended in accordance with the
Reversion Amendment described in such Section 5.1, and the "Reversion Condition" refers to
the condition that causes the Reversion, namely the failure of Lessee to comply with its
obligations under Section 5.1 to commence and complete the Renovation Work by the applicable
dates set forth in Section 5.1 (as extended by Section 5.6, if applicable). Notwithstanding
anything in Section 5.1 of this Lease to the contrary, so long as an Encumbrance Holder exists
with respect to Lessee's entire leasehold interest in this Lease or all of the Ownership Interests in
Lessee, the Reversion shall not occur unless and until (i) the County has given written notice of
the occurrence of the Reversion Condition to each such Encumbrance Holder in accordance with
Subsection 12.6.2 (which notice shall describe the Reversion Condition that has occurred, and
shall include the following statement in all capital and bold letters: "YOUR FAILURE TO
COMMENCE A CURE OF THE DEFAULT DESCRIBE IN THIS NOTICE WITHIN 60
DAYS OF YOUR RECEIPT OF THIS NOTICE, AND TO THEREAFTER PURSUE
SUCH CURE TO COMPLETION IN ACCORDANCE WITH THE PROVISIONS OF
SUBSECTION 12.6.3(b) OF THE LEASE APPLICABLE TO NONMONETARY
DEFAULTS, WILL RESULT IN AN AUTOMATIC AMENDMENT AND REVERSION
OF THE TERMS OF THE LEASE IN ACCORDANCE WITH THE REVERSION
AMENDMENT DESCRIBED IN SECTION 5.1 OF THE LEASE"), and (ii) no such
Encumbrance Holder commences a cure of the default within 60 days of its receipt of such notice
and thereafter pursues such cure to completion in accordance with the provisions of Subsection
12.6.3(b) of the Lease applicable to nonmonetary defaults. Further, in the event that a Reversion
occurs, such Reversion shall be subject to the "new lease" provisions of Section 12.7 of the Lease
(and in such event the Reversion shall be deemed a "termination" of this Lease solely for purposes
of Section 12.7 and the "new lease" to be entered into pursuant to Section 12.7 shall mean a new
lease on the same terms as this Lease, not the Existing Lease).

13. DEFAULT.

13.1 Events of Default. The following are deemed to be “Events of Default”
hereunder:

13.1.1 Monetary Defaults. The failure of Lessee to pay the rentals due, or make
any other monetary payments required under this Lease (including, without limitation, deposits to
the Subsequent Renovation Fund and/or Capital Improvement Fund), within ten (10) days after
written notice that said payments are overdue. Lessee may cure such nonpayment by paying the
amount overdue, with interest thereon and the applicable Late Fee, within such ten (10) day
period.

13.1.2 Maintenance of Security Deposit. The failure of Lessee to maintain and/or
replenish the Security Deposit required pursuant to Article 7 of this Lease if not cured within ten
(10) days after written notice of such failure.

13.1.3 Failure to Perform Other Obligations. The failure of Lessee to keep,
perform, and observe any and all other promises, covenants, conditions and agreements set forth
in this Lease, including without limitation the obligation to maintain adequate accounting and
financial records, within thirty five (35) days after written notice of Lessee’s failure to perform
from Director; provided, however, that where Lessee’s performance of such covenant, condition
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or agreement is not reasonably susceptible of completion within such thirty five (35) day period
and Lessee has in good faith commenced and is continuing to perform the acts necessary to
perform such covenant, condition or agreement within such thirty five (35) day period, County
will not exercise any remedy available to it hereunder for so long as Lessee uses reasonable due
diligence in continuing to pursue to completion the performance such covenant, condition or
agreement and so completes performance within a reasonable time. Notwithstanding any contrary
provision of this Section 13.1.3, the proviso set forth in the immediately preceding sentence
providing for an extension of the cure period beyond thirty five (35) days shall not be applicable
to any failure of Lessee to comply with the Required Construction Commencement Date or
Required Construction Completion Date set forth in Section 5.1 (as such dates may extended
pursuant to Sections 5.6, and subject to Section 12.12).

13.1.4 Non-Use of Premises. The abandonment, vacation, or discontinuance of
use of the Premises, or any substantial portion thereof, for a period of thirty five (35) days after
written notice by County, except when prevented by Force Majeure or when closed for
renovations or repairs required or permitted to be made under this Lease; provided, however, if
that portion of the Premises used for the operation of a restaurant is subleased to a Sublessee and
such Sublessee fails to remain open for business to the public, then such failure to remain open for
business shall not constitute an Event of Default under this Subsection 13.1.4 if Lessee uses its
best efforts to recover possession of the restaurant from the Sublessee and to re-sublease the
restaurant to another Sublessee as soon as possible; provided, further, that except as provided
below the restaurant must be re-opened for business to the public no later than one hundred eighty
(180) days following the date that the restaurant was first closed for business. The one hundred
eighty (180) day period set forth in the immediately preceding sentence shall be tolled for delays
incurred by Lessee beyond such one hundred eighty (180) day period in recovery of possession of
the restaurant due to the Sublessee’s bankruptcy or contest of unlawful detainer proceedings, as
long as Lessee diligently continues to prosecute its action to recover possession of the restaurant.
In addition, notwithstanding any contrary provision of this subsection 13.1.4, an Event of Default
shall not be triggered under this Subsection 13.1.4 due to the termination of operations by the
restaurant Sublessee as long as (i) Lessee diligently attempts to re-open the restaurant as soon as
reasonably possible and the restaurant is re-opened for business not later than three hundred sixty
five (365) days after the date that such operations were closed, and (i1) during any period between
the end of the one hundred eighty (180) day period set forth above in this Subsection 13.1.4 (as
such period may be extended as provided above) and the date that the subject portion of the
Premises is re-opened for business, Lessee pays County Percentage Rent for the restaurant based
upon an imputed Gross Receipts for the restaurant equal to the actual Gross Receipts for the
restaurant during the one year period prior to the closure of the restaurant.

Any notice required to be given by County pursuant to Subsections 13.1.1 through and including
13.1.3 shall be in addition to, and not in lieu of, any notice required under Section 1161 of the
California Code of Civil Procedure.

13.2 Limitation on Events of Default. Except with respect to breaches or defaults with
respect to the payment of money, Lessee shall not be considered in default as to any provision of
this Lease (and no late fees or interest will be incurred) to the extent such default is the result of or
pursuant to, any process, order, or decree of any court or regulatory body with jurisdiction, or any
other circumstances which are physically or legally impossible to cure provided Lessee uses due
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diligence in pursuing whatever is required to obtain release from or reversal of such process,
order, or decree or is attempting to remedy such other circumstances preventing its performance.

13.3 Remedies. Upon the occurrence of an Event of Default, and subject to the rights of
any Encumbrance Holder or Major Sublessee to cure such Event of Default as provided in Section
12.6 hereof, County shall have, in addition to any other remedies in law or equity, the following
remedies which are cumulative:

13.3.1 Terminate Lease. County may terminate this Lease by giving Lessee
written notice of termination. On the giving of the notice, all of Lessee’s rights in the Premises
and in all Improvements shall terminate. Promptly after notice of termination, Lessee shall
surrender and vacate the Premises and all Improvements in broom-clean condition, and County
may re-enter and take possession of the Premises and all remaining Improvements and, except as
otherwise specifically provided in this Lease, eject all parties in possession or eject some and not
others, or eject none. Termination under this Subsection shall not relieve Lessee from the
payment of any sum then due to County or from any claim for damages against Lessee as set forth
in Subsection 13.4.3, or from Lessee’s obligation to remove Improvements at County’s election in
accordance with Article 2. County agrees to use reasonable efforts to mitigate damages, and shall
permit such access to the Premises as is reasonably necessary to permit Lessee to comply with its
removal obligations.

13.3.2 Keep Lease in Effect. Without terminating this Lease, so long as County
does not deprive Lessee of legal possession of the Premises and allows Lessee to assign or sublet
subject only to County’s rights set forth herein, County may continue this Lease in effect and
bring suit from time to time for rent and other sums due, and for Lessee’s breach of other
covenants and agreements herein. No act by or on behalf of County under this provision shall
constitute a termination of this Lease unless County gives Lessee written notice of termination. It
is the intention of the parties to incorporate the provisions of California Civil Code Section 1951.4
by means of this provision.

13.3.3 Termination Following Continuance. Even though it may have kept this
Lease in effect pursuant to Subsection 13.3.2, thereafter County may elect to terminate this Lease
and all of Lessee’s rights in or to the Premises unless prior to such termination Lessee shall have
cured the Event of Default or shall have satisfied the provisions of Section 13.2, hereof. County
agrees to use reasonable efforts to mitigate damages.

13.4 Damages. Should County elect to terminate this Lease under the provisions of the
foregoing Section, County shall be entitled to recover from Lessee as damages:

13.4.1 Unpaid Rent. The worth, at the time of the award, of the unpaid rent that
had been earned at the time of termination of this Lease;

13.4.2 Post-Termination Rent. The worth, at the time of the award, of the unpaid
rent that would have been earned under this Lease after the date of termination of this Lease until
the date Lessee surrenders possession of the Premises to County; and

13.4.3 Other Amounts. The amounts necessary to compensate County for the
sums and other obligations which under the terms of this Lease become due prior to, upon or as a
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result of the expiration of the Term or sooner termination of this Lease, including without
limitation, those amounts of unpaid taxes, insurance premiums and utilities for the time preceding
surrender of possession, the cost of removal of rubble, debris and other above-ground
Improvements, attorney’s fees, court costs, and unpaid Administrative Charges, Net Proceeds
Shares and Net Refinancing Proceeds.

13.5 Others’ Right to Cure Lessee’s Default. County (and any Encumbrance Holder or
Major Sublessee, as provided in the last sentence of this section), at any time after Lessee’s failure
to perform any covenant, condition or agreement contained herein beyond any applicable notice
and cure period, may cure such failure at Lessee’s cost and expense. If, after delivering to Lessee
two (2) or more written notices with respect to any such default, County at any time, by reason of
Lessee’s continuing failure, pays or expends any sum, Lessee shall immediately pay to County the
lesser of the following amounts: (1) twice the amount expended by County to cure such default
and (2) the amount expended by County to cure such default, plus one thousand dollars ($1,000).
To the extent practicable, County shall give any Encumbrance Holders or Major Sublessees the
reasonable opportunity to cure Lessee’s default prior to County’s expenditure of any amounts
thereon.

13.6  Default by County. County shall be in default in the performance of any obligation
required to be performed by County under this Lease if County has failed to perform such
obligation within thirty (30) days after the receipt of notice from Lessee specifying in detail
County’s failure to perform; provided, however, that if the nature of County’s obligation is such
that more than thirty (30) days are required for its performance, County shall not be deemed in
default if it shall commence such performance within thirty (30) days and thereafter diligently
pursues the same to completion. Lessee shall have no rights as a result of any default by County
until Lessee gives thirty (30) days notice to any person having a recorded interest pertaining to
County’s interest in this Lease or the Premises. Such person shall then have the right to cure such
default, and County shall not be deemed in default if such person cures such default within thirty
(30) days after receipt of notice of the default, or such longer time as may be reasonably necessary
to cure the default. Notwithstanding anything to the contrary in this Lease, County’s liability to
Lessee for damages arising out of or in connection with County’s breach of any provision or
provisions of this Lease shall not exceed the value of County’s equity interest in the Premises and
its right to insurance proceeds in connection with the policies required under Article 9 hereof.

14. ACCOUNTING.

14.1 Maintenance of Records and Accounting Method. In order to determine the
amount of and provide for the payment of the Annual Minimum Rent, Percentage Rent,
Administrative Charge, Net Proceeds Share, Net Refinancing Proceeds and other sums due under
this Lease, Lessee and all Sublessees shall at all times during the Term of this Lease, and for thirty
six (36) months thereafter, keep, or cause to be kept, locally, to the reasonable satisfaction of
Director, true, accurate, and complete records and double-entry books of account for the current
and five (5) prior Accounting Years, such records to show all transactions relative to the conduct
of operations, and to be supported by data of original entry. Such records shall detail transactions
conducted on or from the Premises separate and apart from those in connection with Lessee’s (or a
Sublessee’s, as applicable) other business operations, if any. With respect to the calculation of
Gross Receipts and the preparation of the reports and maintenance of records required herein,
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Lessee shall utilize either: (i) the accrual method of accounting, or (ii) a modified accrual method
of accounting, modified in that (A) expenses are accrued on an approximate basis each month
during the fiscal year with full accrual treatment for the full fiscal year financial statements, (B)
Gross Receipts are reported monthly on a cash basis with full reconciliation to accrual treatment
on the annual statement of Gross Receipts, and (C) depreciation is calculated on a tax basis rather
than a GAAP basis.

14.2  Cash Registers. To the extent retail sales are conducted on the Premises, or other
cash or credit sales of goods or services are conducted, all such sales shall be recorded by means
of cash registers or computers which automatically issue a customer’s receipt or certify the
amount recorded in a sales slip. Said cash registers shall in all cases have locked-in sales totals
and transaction counters which are constantly accumulating and which cannot, in either case, be
reset, and in addition thereto, a tape (or other equivalent security mechanism) located within the
register on which transaction numbers and sales details are imprinted. Beginning and ending cash
register readings shall be made a matter of daily record.

Lessee shall cause to be implemented point of sale systems which can
accurately verify all sales for audit purposes and customer review purposes, which system shall
be submitted to Director in advance of installation for his approval, which approval shall not be
unreasonably withheld, conditioned or delayed.

Lessee’s obligations set forth in this Section 14.2 include Lessee’s obligation
to insure that Lessee’s Sublessees (including licensees, permittees, concessionaires and any other
occupants of any portion of the Premises) keep records sufficient to permit County and County’s
auditors to determine the proper levels of Percentage Rent and other sums due under this Lease.

14.3  Statement; Payment. No later than the fifteenth (15th) day of each calendar month,
Lessee shall render to County a detailed statement showing Gross Receipts during the preceding
calendar month, together with its calculation of the amount payable to County under Sections 4.2
through 4.8 inclusive, and shall accompany same with remittance of amount so shown to be due.

14.4  Availability of Records for Inspector’s Audit. Books of account and records for
the then current and five (5) prior Accounting Years as hereinabove required shall be kept or made
available at the Premises or at another location within Los Angeles County, and County and other
governmental authorities shall have the right at any reasonable times and on reasonable prior
notice to examine and audit said books and records, without restriction, for the purpose of
determining the accuracy thereof and of the monthly statements of Gross Receipts derived from
occupancy of the Premises and the compliance of Lessee with the terms of this Lease and other
governmental requirements. This Section 14.4 shall survive the expiration of the Term or other
termination of this Lease for thirty six (36) months after such expiration or termination.

14.4.1 Entry by County. Upon at least one (1) business day advance notice,
County and its duly authorized representatives or agents may enter upon the Premises at any and
all reasonable times during the Term of this Lease for the purpose of determining whether or not
Lessee is complying with the terms and conditions hereof, or for any other purpose incidental to
the rights of County.
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14.5 Cost of Audit. In the event that, for any reason, Lessee does not make available its
(or its Sublessee’s) original records and books of account at the Premises or at a location within
Los Angeles County, Lessee agrees to pay all expenses incurred by County in conducting any
audit at the location where said records and books of account are maintained. In the event that
any audit discloses a discrepancy in County’s favor of greater than two percent (2%) of the
revenue due County for the period audited, then Lessee shall pay County audit contract costs,
together with the amount of any identified deficiency, with interest thereon and Late Fee provided
by Section 4.5.

14.6  Additional Accounting Methods. Upon written notice from County, County may
require the installation of any additional accounting methods or machines which are typically used
by major hotel management companies and which County reasonably deems necessary if the
system then being used by Lessee does not adequately verify sales for audit or customer receipt
purposes.

14.7  Accounting Year. The term “Accounting Year” as used herein shall mean each
calendar year during the Term.

14.8  Annual Financial Statements. Within six (6) months after the end of each
Accounting Year, or at Lessee’s election, after the completion of Lessee’s fiscal year, Lessee shall
furnish to County a set of audited and certified financial statements prepared by a Certified Public
Accountant who is a member of the American Institute of Certified Public Accountants and is
satisfactory to County, setting forth Lessee’s financial condition and the result of Lessee’s
operations for such Accounting Year and shall include a certification of and unqualified opinion
concerning Lessee’s Gross Receipts (including a breakdown by category). All financial
statements prepared by or on behalf of Lessee shall be prepared in a manner that permits County
to determine the financial results of operations in connection with Lessee’s activities at, from or
relating to the Premises, notwithstanding that Lessee may have income and expenses from other
activities unrelated to its activities on the Premises.

14.9  Accounting Obligations of Sublessees. Lessee shall cause all Sublessees and
others conducting business operations on or from the Premises to comply with all terms of this
Article 14 with respect to the maintenance, form, availability and methodology of accounting
records and the delivery to County of audited certified financial statements and unqualified
opinions as to Gross Receipts. County shall provide written notice to Lessee of the failure of any
Sublessee or other person or entity to comply with this Section after County’s discovery of such
failure, and provide Lessee with the right to cure any failure to so comply by payment to County
of amounts which may be owing to County, as shown on an audit conducted by County, or on an
audit supplied by Lessee or such Sublessee or other person or entity, and accepted by County, or
as otherwise determined pursuant to Section 14.10. In such event County shall permit Lessee to
subrogate to any right of County to enforce this provision against such Sublessee or other person
or entity, to the extent Lessee does not have a direct right of enforcement against such Sublessee
or other person or entity.

14.10 Inadequacy of Records. In the event that Lessee or its Sublessees (including
licensees or concessionaires) fail to keep the records required by this Article 14 such that a
Certified Public Accountant is unable to issue an unqualified opinion as to Gross Receipts, such
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failure shall be deemed a breach of this Lease by Lessee. In addition to the other remedies
available to County at law or equity as a result of such breach, County may prepare a calculation
of the Percentage Rent payable by Lessee during the period in which the accounting records were
inadequately maintained. Such calculation may be based on the past Gross Receipts levels on or
from the Premises, the past or present level of Gross Receipts experienced by tenants of
comparable leaseholds in Marina del Rey with comparable business operations, or any other
method as reasonably determined by Director and shall utilize such methodology as Director
deems reasonable. Within five (5) days after receipt of County’s determination of Percentage
Rent due, if any, Lessee shall pay such Percentage Rent, together with a late fee of six percent
(6%) and interest to the date of payment at the Applicable Rate from the date upon which each
unpaid installment of Percentage Rent was due, together with County’s Actual Cost in connection
with the attempted audit of the inadequate records and the reconstruction and estimation of Gross
Receipts and the calculation of Percentage Rent due.

15. MISCELLANEOUS.

15.1 Quiet Enjoyment. Lessee, upon performing its obligations hereunder, shall have
the quiet and undisturbed possession of the Premises throughout the Term of this Lease, subject,
however, to the terms and conditions of this Lease.

15.2 Time is of the Essence. Except as specifically otherwise provided for in this Lease,
time is of the essence of this Lease and applies to all times, restrictions, conditions, and limitations
contained herein.

15.3 County Costs. Lessee shall promptly reimburse County for the Actual Costs
incurred by County in the review, negotiation, preparation and documentation of this Lease and
the term sheets and memoranda that preceded it.

15.4 County Disclosure and Lessee’s Waiver.

15.4.1 Disclosures and Waiver.

15.4.1.1 “ASIS”. Lessee acknowledges that it is currently in possession
of the Premises and that Lessee or its predecessor-in-interest has continuously
occupied and/or managed and operated the Premises since 1961. 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 execution of this Lease by Lessee 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”.

15.4.1.2 Lessee acknowledges that it may incur additional engineering
and construction costs above and beyond those contemplated by either party to this
Lease at the time of the execution hereof and Lessee agrees that, it will make no
demands upon County for any construction, alterations, or any kind of labor that may
be necessitated in connection therewith.
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15.4.1.3 Lessee hereby waives, withdraws, releases, and relinquishes any
and all claims, suits, causes of action (other than a right to terminate as otherwise
provided in this Lease), rights of rescission, or charges against County, its officers,
agents, employees or volunteers which Lessee now has or may have or asserts in the
future which are based upon any defects in the physical condition of the Premises and
the soil thereon and thereunder, regardless of whether or not said conditions were
known at the time of the execution of this instrument. The waiver and release set
forth in this Subsection 15.4.1.3 (i) shall not apply to the Excluded Conditions, and
(i1) shall not alter the parties’ rights and obligations under the Existing Lease with
respect to any abandoned wells or other environmental conditions existing on the
Premises as of the Effective Date.

15.4.1.4 California Civil Code Section 1542 provides as follows:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOES NOT KNOW OR
SUSPECT TO EXIST IN HIS FAVOR AT THE TIME OF
EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM
MUST HAVE MATERIALLY AFFECTED HIS
SETTLEMENT WITH THE DEBTOR.

By initialing this paragraph, Lessee acknowledges that it has read, is familiar with,
and waives the provisions of California Civil Code §1542 set forth above, and agrees
to all of the provisions of Subsection 15.4.1.3 above.

Lessee’s Initials

15.4.2 Right of Offset. Lessee acknowledges that the rent provided for in this
Lease has been agreed upon in light of Lessee’s construction, maintenance and repair obligations
set forth herein, and, notwithstanding anything to the contrary provided in this Lease or by
applicable law, Lessee hereby waives any and all rights, if any, to make repairs at the expense of
County and to deduct or offset the cost thereof from the Annual Minimum Rent, Monthly
Minimum Rent, Percentage Rent or any other sums due County hereunder.

15.5 Holding Over. If Lessee holds over after the expiration of the Term for any cause,
with or without the express or implied consent of County, such holding over shall be deemed to be
a tenancy from month-to-month only, and shall not constitute a renewal or extension of the Term.
During any such holdover period, the Minimum Monthly Rent and Percentage Rent rates in effect
at the end of the Term shall be increased to one hundred twenty-five percent (125%) of such
previously effective amounts. Such holdover shall otherwise be subject to the same terms,
conditions, restrictions and provisions as herein contained. Such holding over shall include any
time employed by Lessee to remove machines, appliances and other equipment during the time
periods herein provided for such removal, except as expressly provided in Subsection 2.3.2 with
respect to any Post Term Removal Period.
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Nothing contained herein shall be construed as consent by County to any holding over by
Lessee, and County expressly reserves the right to require Lessee to surrender possession of the
Premises to County as provided in this Lease upon the expiration or other termination of this
Lease. The provisions of this Section 15.5 shall not be deemed to limit or constitute a waiver of
any other rights or remedies of County provided at law or in equity. If Lessee fails to surrender
the Premises upon the termination or expiration of this Lease, in addition to any other liabilities to
County accruing therefrom, Lessee shall protect, defend, indemnify and hold County harmless
from all losses, costs (including reasonable attorneys’ fees), damages, claims and liabilities
resulting from such failure, including, without limitation, any claims made by any succeeding
tenant ground lessee (or subtenant) arising from such failure to surrender, and any lost profits to
County resulting therefrom, provided that County notifies Lessee that Lessee’s failure to timely
surrender the Premises will cause County to incur such lost profits.

15.6  Waiver of Conditions or Covenants. Except as stated in writing by the waiving
party, any waiver by either party of any breach of any one or more of the covenants, conditions,
terms, and agreements of this Lease shall not be construed to be a waiver of any subsequent or
other breach of the same or of any other covenant, condition, term, or agreement of this Lease, nor
shall failure on the part of either party to require exact full and complete compliance with any of
the covenants, conditions, terms, or agreements of this Lease be construed as in any manner
changing the terms hereof or estopping that party from enforcing the full provisions hereof, nor
shall the terms of this Lease be changed or altered in any manner whatsoever other than by written
agreement of County and Lessee. No delay, failure, or omission of County to re-enter the
Premises or of either party to exercise any right, power, privilege, or option, arising from any
default, nor any subsequent acceptance of rent then or thereafter accrued shall impair any such
right, power, privilege, or option or be construed as a waiver of or acquiescence in such default or
as a relinquishment of any right. No notice to Lessee shall be required to restore or revive “time
of the essence” after the waiver by County of any default. Except as specifically provided in this
Lease, no option, right, power, remedy, or privilege of either party shall be construed as being
exhausted by the exercise thereof in one or more instances.

15.7 Remedies Cumulative. The rights, powers, options, and remedies given County by
this agreement shall be cumulative except as otherwise specifically provided for in this Lease.

15.8  Authorized Right of Entry. In any and all cases in which provision is made herein
for termination of this Lease, or for exercise by County of right of entry or re-entry upon the
Premises in the case of an Event of Default, or in case of abandonment or vacation of the Premises
by Lessee, Lessee hereby irrevocably authorizes County to enter upon the Premises and remove
any and all persons and property whatsoever situated upon the Premises and place all or any
portion of said property, except such property as may be forfeited to County, in storage for the
account of and at the expense of Lessee.

Except to the extent arising out of or caused by the gross negligence or willful
misconduct of County, Lessee agrees to indemnify, defend and save harmless County from any
cost, expense, loss or damage arising out of or caused by any such entry or re-entry upon the
Premises in the case of an Event of Default, including the removal of persons and property and
storage of such property by County and its agents.
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15.9 Place of Payment and Filing. All rentals shall be paid to and all statements and
reports herein required and other items deliverable to County hereunder shall be filed with or
delivered to the Department. Checks, drafts, letters of credit and money orders shall be made
payable to the County of Los Angeles.

15.10 Service of Written Notice or Process. Any notice required to be sent under this
Lease shall be in compliance with and subject to this Section 15.10. If Lessee is not a resident of
the State of California, or is an association or partnership without a member or partner resident of
said State, or is a foreign corporation, Lessee shall file with Director a designation of a natural
person residing in the County of Los Angeles, State of California, or a service company, such as
CT Corporation, which is authorized to accept service, giving his or its name, residence, and
business address, as the agent of Lessee for the service of process in any court action between
Lessee and County, arising out of or based upon this Lease, and the delivery to such agent of
written notice or a copy of any process in such action shall constitute a valid service upon Lessee.

If for any reason service of such process upon such agent is not possible, then any officer
of Lessee may be personally served with such process outside of the State of California and such
service shall constitute valid service upon Lessee; and it is further expressly agreed that Lessee is
amenable to such process and submits to the jurisdiction of the court so acquired and waives any
and all objection and protest thereto.

Written notice addressed to Lessee at the addresses below-described, or to such other
address that Lessee may in writing file with Director, shall be deemed sufficient if said notice is
delivered personally, by telecopy or facsimile transmission or, provided in all cases there is a
return receipt requested (or other similar evidence of delivery by overnight delivery service) and
postage or other delivery charges prepaid, by registered or certified mail posted in the County of
Los Angeles, California, Federal Express or DHL, or such other services as Lessee and County
may mutually agree upon from time to time. Each notice shall be deemed received and the time
period for which a response to any such notice must be given or any action taken with respect
thereto (including cure of any prospective Event of Default) shall commence to run from the date
of actual receipt of the notice by the addressee thereof in the case of personal delivery, telecopy
or facsimile transmission if before 5:00 p.m. on regular business days, or upon the date of
delivery or attempted delivery in the case of registered or certified mail, as evidenced by the mail
receipt (but in any case not later than the date of actual receipt).

Copies of any written notice to Lessee shall also be simultaneously mailed to any
Encumbrance Holder, Major Sublessee or encumbrancer of such Major Sublessee of which
County has been given written notice and an address for service. Notice given to Lessee as
provided for herein shall be effective as to Lessee notwithstanding the failure to send a copy to
such Encumbrance Holder, Major Sublessee or encumbrancer.

As of the date of execution hereof, the persons authorized to receive notice on behalf of
County and Lessee are as follows:

COUNTY: Director
Department of Beaches and Harbors
Los Angeles County
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13837 Fiji Way

Marina del Rey, California 90292
Phone: 310/305-9522

Fax: 310/821-6345

With a Copy to: Office of County Counsel
Los Angeles County
500 West Temple Street
Los Angeles, California 90012
Attn: County Counsel
Phone: 213/974-1801
Fax: 213/617-7182

LESSEE:

Attn:
Phone:
Fax:

With a Copy to: Cox, Castle & Nicholson LLP
2049 Century Park East
28th Floor
Los Angeles, California 90067
Attention: Ira J. Waldman, Esq.
Phone: 310/277-4222
Fax: 310/277-7889

Either party shall have the right to change its notice address by written notice to the other party of
such change in accordance with the provisions of this Section 15.10.

15.11 Interest. In any situation where County has advanced sums on behalf of Lessee
pursuant to this Lease, such sums shall be due and payable within five (5) days after Lessee’s
receipt of written demand, together with interest at the Applicable Rate (unless another rate is
specifically provided herein) from the date such sums were first advanced, until the time payment
is received. In the event that Lessee repays sums advanced by County on Lessee’s behalf with
interest in excess of the maximum rate permitted by Applicable Laws, County shall either refund
such excess payment or credit it against subsequent installments of Annual Minimum Rent and
Percentage Rent.

15.12 Captions. The captions contained in this Lease are for informational purposes
only, and are not to be used to interpret or explain the particular provisions of this Lease.

15.13 Attorneys’ Fees. In the event of any action, proceeding or arbitration arising out of
or in connection with this Lease, whether or not pursued to judgment, the prevailing party shall be
entitled, in addition to all other relief, to recover its costs and reasonable attorneys’ fees, including
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without limitation reasonable attorneys’ fees for County Counsel’s services where County is
represented by the County Counsel and is the prevailing party, and also including all fees, costs
and expenses incurred in executing, perfecting, enforcing and collecting any judgment.

15.14 Amendments. This Lease may only be amended in writing executed by duly
authorized officials of Lessee and County. Notwithstanding the foregoing, Director shall have the
power to execute such amendments to this Lease as are necessary to implement any arbitration
judgment issued pursuant to this Lease. Subject to Section 16.13, no amendment shall be binding
upon an Encumbrance Holder as to which County has been notified in writing, unless the consent
of such Encumbrance Holder is obtained with respect to such amendment.

15.15 Time For Director Approvals. Except where a different time period is specifically
provided for in this Lease, whenever in this Lease the approval of Director is required, approval
shall be deemed not given unless within thirty (30) days after the date of the receipt of the written
request for approval from Lessee, Director either (a) approves such request in writing, or (b)
notifies Lessee that it is not reasonably possible to complete such review within the thirty (30)-day
period, provides a final date for approval or disapproval by Director (the “Extended Time”) and
approves such request in writing prior to such Extended Time. If Director does not approve such
request in writing within such Extended Time, the request shall be deemed to be disapproved. If
Director disapproves a matter that requires its approval under this Lease, then Director shall notify
Lessee in writing of the reason or reasons for such disapproval.

15.16 Time For County Action. Notwithstanding anything to the contrary contained in
this Lease, wherever Director determines that a County action required hereunder necessitates
approval from or a vote of one or more of County’s boards or commissions or County’s Board of
Supervisors, the time period for County performance of such action shall be extended as is
reasonably necessary in order to secure such approval or vote, and County shall not be deemed to
be in default hereunder in the event that it fails to perform such action within the time periods
otherwise set forth herein.

15.17 Estoppel Certificates. Each party agrees to execute, within ten (10) business days
after the receipt of a written request therefor from the other party, a certificate stating: (i) that this
Lease is in full force and effect and is unmodified (or stating otherwise, if true); (ii) that, to the
best knowledge of such party, the other party is not then in default under the terms of this Lease
(or stating the grounds for default if such be the case); and (ii1) if requested, the amount of the
Security Deposit, Annual Minimum Rent, Percentage Rent and other material economic terms and
conditions of this Lease. Prospective purchasers, Major Sublessees and Encumbrance Holders
may rely on such statements.

15.18 Indemnity Obligations. Whenever in this Lease there is an obligation to indemnify,
hold harmless and/or defend, irrespective of whether or not the obligation so specifies, it shall
include the obligation to defend and pay reasonable attorney’s fees, reasonable expert fees and
court costs.

15.19 Controlled Prices. Lessee shall at all times maintain a complete list or schedule of
the prices charged for all goods or services, or combinations thereof, supplied to the public on or
from the Premises, whether the same are supplied by Lessee or by its Sublessees, assignees,
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concessionaires, permittees or licensees. Said prices shall be fair and reasonable, based upon the
following two (2) considerations: first, that the property herein demised is intended to serve a
public use and to provide needed facilities to the public at fair and reasonable cost; and second,
that Lessee is entitled to a fair and reasonable return upon his investment pursuant to this Lease.
In the event that Director notifies Lessee that any of said prices are not fair and reasonable, Lessee
shall have the right to confer with Director and to justify said prices. If, after reasonable
conference and consultation, Director shall determine that any of said prices are not fair and
reasonable, the same shall be modified by Lessee or its Sublessees, assignees, concessionaires,
permittees or licensees, as directed. Lessee may appeal the determination of Director to the
Board, whose decision shall be final and conclusive. Pending such appeal, the prices fixed by
Director shall be the maximum charged by Lessee.

16. ARBITRATION.

Except as otherwise provided by this Article 16, disputed matters which may be
arbitrated pursuant to this Lease 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.

(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 Lease:

16.1  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.

16.2  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.

16.3  Scope of Arbitration. County and Lessee affirm that the mutual objective of such
arbitration is to resolve the dispute as expeditiously as possible. The arbitration process shall not
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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 Lease, (ii)
Additional Disputes presented to the arbitrator by the Responding Party, provided that any such
Additional Disputes constitute arbitrable disputes pursuant to this Lease 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. County and Lessee
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; however, at any time after the expiration of the
foregoing five (5) or six (6) month periods, as applicable, either party may deliver written notice
to the arbitrator and the other party either terminating the arbitration or declaring such party’s
intent to terminate the arbitration if the award is not issued within a specified number of days after
delivery of such notice. If the arbitrator’s award is not issued prior to the expiration of said
specified period, the arbitration shall be terminated and the parties shall recommence arbitration
proceedings pursuant to this Article 16.

16.4 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 Lease.

16.5 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 written 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;
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16.6

(©) 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 Fair Market Rental Value or 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.

3) 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:

(a) a written statement, to be limited to that party’s rebuttal to the
matters set forth in the other party’s Statement of Position;

(b) 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;

(©) 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);

(d) if the issue involves Fair Market Rental Value or 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, together with
complete and correct copies 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

(e) Witnesses or documents to be used solely for impeachment of a
witness need not be identified or produced.

4) 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 Lease.

Statements of Position. The Statement of Position to be delivered by Section 16.5

shall comply with the following requirements:

10122777.5

(1) Where the dispute involves rent to be charged, market values,

insurance levels or other monetary amounts, the Statements of Position shall
numerically set forth the existing minimum rent, percentage rent, market value,
insurance level and/or other monetary amounts in dispute, the party’s proposed new
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minimum rent, percentage rent, market value, insurance level and/or other monetary
amounts, and shall additionally set forth the facts supporting such party’s position.

(2) If the dispute relates to Improvement Costs, the Statements of
Position shall set forth the facts supporting such party’s position and the amount of
each cost which the party believes should be allowed or disallowed.

16.7  Written Appraisal Evidence. Neither party may, at any time during the
proceedings, introduce any written report which expresses an opinion regarding Fair Market
Rental Value or the fair market value of the Premises, or any portion thereof (“Written Appraisal
Evidence”), unless such Written Appraisal Evidence substantially complies with the following
standards: it shall describe the Premises; identify the uses permitted thereon; describe or take into
consideration the terms, conditions and restrictions of this Lease; correlate the appraisal method(s)
applied; discuss the relevant factors and data considered; review rentals paid by lessees in Marina
del Rey and other marina locations 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.
With respect to disputes regarding Fair Market Rental Value, such Written Appraisal Evidence
shall express an opinion regarding the fair market rental value of the Premises as prescribed by
Section 4.4.1. Written Appraisal Evidence in connection with disputes arising out of Article 6 of
this Lease shall predicate any valuation conclusions contained therein on the Income Approach.
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.

16.8 Evidence. The provisions of Code of Civil Procedure § 1282.2(a)(2)(E) shall not
apply to the arbitration proceeding. The arbitrator shall have no discretion to allow a party to
introduce witnesses, documents or Written Appraisal Evidence (other than impeachment
testimony) unless such information was previously delivered to the other party in accordance with
Section 16.5 and, in the case of Written Appraisal Evidence, substantially complies with the
requirements of Section 16.7, or such evidence consists of a transcript of a deposition of an expert
witness conducted pursuant to Section 16.9. 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 16.5, provided such evidence is
otherwise permissible hereunder.

16.9 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
discovery except as provided in Section 16.5; 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
pursuant to Sections 16.5 (2)(b) or 16.5 (3)(b).

16.10 Awards of Arbitrators.
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16.10.1 Monetary Issues. With respect to monetary disputes (including without
limitation disputes regarding Percentage Rent, Fair Market Rental Value and the amount of
coverage under the policies of insurance required pursuant to Article 9 of this Lease), 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 16.10, each dispute regarding Annual Minimum Rent, each category of Percentage 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 Annual
Minimum Rent and three Percentage Rent categories to be renegotiated pursuant to Section 4.4
and the amount of liability insurance coverage to be renegotiated pursuant to Section 9.6, then
there shall be five Separate Disputes and the arbitrator shall be permitted to select the County’s
Statement of Position with respect to none, some or all of such five Separate Disputes and select
the Lessee’s Statement of Position, on the balance, if any, of such five Separate Disputes. Upon
the arbitrator’s selection of a Statement of Position, pursuant to this Article 16, 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 on the part of the arbitrator.

16.10.2 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.

16.11 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 16.5(2)
hereof, provided that each party is afforded the right to cross-examine such expert or rebut such
authority.

16.12 Costs of Arbitration. Lessee and County 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.

16.13 Amendment to Implement Judgment. Within ten (10) days after the issuance of
any award by the arbitrator becomes final, if the award involves the adjustment of the rent,
insurance levels or other matters under the Lease, then County will draft a proposed amendment to
the Lease setting forth the relevant terms of such award and transmit such proposed amendment to
Lessee and any Encumbrance Holder(s) as to which County has been provided written notice, for
their review. Within ten (10) days after delivery of the proposed amendment to Lessee and such
Encumbrance Holder(s) for their review, Lessee or any such Encumbrance Holder(s) shall have
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the right to notify County in writing of any deficiencies or errors in the proposed amendment. If
County does not receive notice of a deficiency or error within such ten (10) day period, then
Lessee shall execute the amendment within seven (7) days after the end of such ten (10) day
period and such amendment shall be binding on Lessee and all Encumbrance Holders. If the
parties (including an Encumbrance Holder) shall, in good faith, disagree upon the form of any
such amendment, such disagreement shall be submitted to the arbitrator for resolution. Upon
execution by Lessee, any amendment described in this Section 16.13 shall thereafter be executed
by County as soon as reasonably practicable.

16.14 Impact of Gross Error Allegations. Where either party has charged the arbitrator
with Gross Error:

16.14.1 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 16.14, which arbitration shall be conducted (with a different arbitrator) as
expeditiously as reasonably possible.

16.14.2 The party alleging Gross Error shall have the burden of proof.

16.14.3 For the purposes of this Section 16.14, 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.

16.15 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 NEUTRAL ARBITRATION.

Initials of Lessee Initials of County

17. DEFINITION OF TERMS; INTERPRETATION.
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17.1 Meanings of Words Not Specifically Defined. Words and phrases contained herein
shall be construed according to the context and the approved usage of the English language, but
technical words and phrases, and such others as have acquired a peculiar and appropriate meaning
by law, or are defined in Section 1.1, are to be construed according to such technical, peculiar, and
appropriate meaning or definition.

17.2  Tense; Gender; Number; Person. Words used in this Lease in the present tense
include the future as well as the present; words used in the masculine gender include the feminine
and neuter and the neuter includes the masculine and feminine; the singular number includes the
plural and the plural the singular; the word “person” includes a corporation, partnership, limited
liability company or similar entity, as well as a natural person.

17.3 Business Days. For the purposes of this Lease, “business day” shall mean a
business day as set forth in Section 9 of the California Civil Code, and shall include “Optional
Bank Holidays” as defined in Section 7.1 of the California Civil Code.

17.4  Parties Represented by Consultants, Counsel. Both County and Lessee have
entered this Lease following advice from independent financial consultants and legal counsel of
their own choosing. This document is the result of combined efforts of both parties and their
consultants and attorneys. Thus, any rule of law or construction which provides that ambiguity in
a term or provision shall be construed against the draftsperson shall not apply to this Lease.

17.5 Governing Law. This Lease shall be governed by and interpreted in accordance
with the laws of the State of California.

17.6 Reasonableness Standard. Except where a different standard or an express
response period is specifically provided herein, whenever the consent of County or Lessee is
required under this Lease, such consent shall not be unreasonably withheld, conditioned or
delayed, and whenever this Lease grants County or Lessee the right to take action, exercise
discretion, establish rules and regulations or make allocations or other determinations, County and
Lessee shall act reasonably and in good faith. These provisions shall only apply to County acting
in its proprietary capacity.

17.7  Compliance with Code. County and Lessee agree and acknowledge that this Lease
satisfies the requirements of Sections 25536 and 25907 of the California Government Code as a
result of various provisions contained herein.

17.8 Memorandum of Lease. The parties hereto shall execute and acknowledge a
memorandum of lease extension, in recordable form and otherwise satisfactory to the parties
hereto, for recording as soon as is practicable on or following the Effective Date.

17.9  Counterparts. This Lease may be executed in counterparts, each of which shall
constitute an original and all of which shall collectively constitute one fully-executed document.

SIGNATURES ON FOLLOWING PAGE
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IN WITNESS WHEREOF, County and Lessee have entered into this Lease as of the
Effective Date.

THE COUNTY OF LOS ANGELES

By:

Chairman, Boaglljof Supervisors

IWF MARINA VIEW HOTEL, L.P., alalifornia
limited partnership

By: IWF Marina View Hotel, LLC, a California
limited liability company, its general partner

By: Invest West Financial, LLC, a
California limited liability company,
its sole member

ATTEST:

SACHI A. HAMAI,
Executive Officer of the

ADOPTED

Board Superv1sor B()(;A?D OFSUPER&]SQRS
), UNTY OF |.OS ANSELES
: %/MMML ;=’-7/-
Deputy SEP 19 2012 : 18 FEB 8 208
APPROVED AS TO FORM: gm /
. SACHI A. HAMAI
COUNTY COUNSEL,
By: \/ﬂ( \, /
Deputy y
APPROVED AS TO FORM:

MUNGER, TO%{JES & OLSON LLP
By: %

WV//
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IN WITNESS WHEREOF, County and Lessee have entered into this Lease as of the

Effective Date.

ATTEST:

SACHI A. HAMAL,
Executive Officer of the
Board of Supervisors

By:

Deputy

APPROVED AS TO FORM:

JOHN F. KRATTLI,
COUNTY COUNSEL

By:

Deputy

APPROVED AS TO FORM:
MUNGER, TOLLES & OLSON LLP

By:

10122777.7

THE COUNTY OF LOS ANGELES

By:

Chairman, Board of Supervisors

IWF MARINA VIEW HOTEL, L.P., a California
limited partnership

By:  IWF Marina View Hotel, LLC, a California
limited liability company, its general partner

By: Invest West Financial, LLC, a
California limited liability company,
its sole merber
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EXHIBIT A

LEGAL DESCRIPTION OF PREMISES

[To be added]

A-1
10122777.5



EXHIBIT B

RENOVATION PLAN

[To be added]
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EXHIBIT C

ASSIGNMENT STANDARDS

These standards are to apply to proposed transactions requiring County’s consent pursuant to
Section 11.2 of the Lease. These standards and conditions are not to apply to (a) an assignment
for the purpose of securing leasehold financing from an Encumbrance Holder approved by
County, (b) the transfer of the leasehold in connection with a foreclosure or transfer in lieu of
foreclosure by an approved Encumbrance Holder, or (c) the first transfer by that Encumbrance
Holder if it has acquired the leasehold through a foreclosure or a transfer in lieu of foreclosure.

1.
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The proposed transferee must have a net worth determined to be sufficient in
relation to the financial obligations of the lessee under the Lease (equal to at least
six (6) times the total Annual Minimum Rent and Percentage Rent due to County
for the most recent fiscal year). A letter of credit, cash deposit, guarantee from a
parent entity or participating individual(s) having sufficient net worth (as set forth
in the preceding sentence) or similar security satisfactory to County may be
substituted for the net worth requirement. If the proposed transferee’s net worth
is materially less than the transferor’s, County may disapprove the assignment or
require additional security such as that described in the previous sentence.

The proposed assignee must have significant experience in the construction (if
contemplated), operation and management of the type(s) of Improvements
existing on or to be constructed on the Premises, or provide evidence of
contractual arrangements for these services with providers of such services
satisfactory to County. Changes in the providers of such services and changes to
the contractual arrangements must be approved by the County. All such
approvals of County will not be unreasonably withheld, conditioned or delayed.

The individual or individuals who will acquire Lessee’s interest in this Lease or
the Premises, or who own the entity which will so acquire Lessee’s interest,
irrespective of the tier at which such individual ownership is held, must be of
good character and reputation and, in any event, shall have neither a history of,
nor a reputation for: (1) discriminatory employment practices which violate any
federal, state or local law; or (2) non-compliance with environmental laws, or any
other legal requirements or formally adopted ordinances or policies of County.

The price to be paid for the acquired interest shall not result in a financing
obligation of the proposed transferee which jeopardizes the Lessee’s ability to
meet its rental obligations to County. Market debt service coverage ratios and
leasehold financial performance, at the time of the Proposed Transfer, will be
used by County in making this analysis.

If the proposed transferee is an entity, rather than an individual, the structure of
the proposed transferee must be such that (or the transferee must agree that)
County will have reasonable approval rights regarding any future direct or
indirect transfers of interests in the entity or the Lease as required under the
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Lease; provided however, that a transfer of ownership of a publicly held parent
corporation of Lessee that is not done primarily as a transfer of this leasehold will
not be subject to County approval.

The terms of the proposed assignment will not detrimentally affect the efficient
operation or management of the leasehold, the Premises or any Improvements
thereon.

The proposed transferee does not have interests which, when aggregated with all
other interests granted by County to such transferee, would violate any policy
formally adopted by County restricting the economic concentration of interests
granted in the Marina del Rey area, which is uniformly applicable to all Marina
del Rey lessees.

The transfer otherwise complies with the terms of all ordinances, policies and/or
other statements of objectives which are formally adopted by County and/or the
County Department of Beaches and Harbors and which are uniformly applicable
to persons or entities with rights of occupancy in any portion of Marina del Rey.



EXHIBIT D

CONDITIONS TO COASTAL DEVELOPMENT PERMIT

[To be attached]
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EXHIBIT E

EXAMPLES OF PERMITTED CAPITAL EXPENDITURES

Subject to the terms and provisions of Section 5.13 of the Lease, set forth below is a list of
examples of elements, systems or categories of Improvements for which Permitted Capital
Expenditures may be made. The Capital Improvement Fund shall not be used for the repair or
replacement of an individual or a selected group of individual items, unless such repair or
replacement is part of a larger plan (which may be a phased plan) of repair or replacement of all,
or substantially all, similar items.

Painting of the building exterior*

Walkways and driveway replacement™® (if asphalt, a minimum of resurfacing, not slurry seal)
Windows replacement*

Roof replacement® (may be on a building by building basis)

Elevators (replacement or addition)

HVAC replacement

Light fixtures replacement™® (interior and exterior)

Irrigation system™ (replacement or major addition)

* To qualify, these expenditures need to incorporate replacement or renovating of at least
seventy percent (70%) of the items or facilities in question.
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EXHIBIT F

TREE TRIMMING POLICY

[To be attached]
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AMENDED AND RESTATED LEASE AGREEMENT

by and between
COUNTY OF LOS ANGELES
and
IWF MARINA VIEW HOTEL, L.P.
(Parcel 145R -- Lease No. )

Dated as of s
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PARCEL 145 LEASE EXTENSION OPTION

MARINA INTERNATIONAL HOTEL

RENOVATION PLAN
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TERM SHEET EXHIBIT - RENOVATION PLAN - PARCEL 145
September 28, 2010

Term Sheet Lessee Proposal
Template Item Parcel 145
1) SCOPE OF WORK
a) Hotel

Demolition (of existing | Remove porte cochere, roofing, exterior facade, and replace
improvements prior to with new roofing, lap siding, stucco. Replace windows and
commencing work) sliding glass doors.
b) Signage

New signage program Signage to be determined and presented to the Design Control

Board.
Initials
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RENOVATION COMPARISON WORKSHEET - PARCEL 145

December 11, 2009

Hotel Renovation Template Item

Parcel 145 Lessee Proposal

1) EXTERIOR

a) Building Exterior - All
building exteriors will receive a
facelift to give the building a
more contemporary look and
will include the following:

EXTERIOR

Curb Appeal: The combination of all exterior elements provides
an impressive, well-integrated, and excellent level of curb
appeal. Excellent variety of professionally planned and
manicured landscaping. Impressive architectural features well
integrated into the surrounding area.

Parking: Lighting is well-positioned and provides very good
overall illumination; porte-cochere; lighting fixtures reflect
characteristics of the design of the property; evidence of added
security exists; excellent overall illumination.
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

Exterior surface —
Revitalization of the [stucco,
plaster, wood] surface

Stucco Siding: 3- coat stucco, sand finish with Integral color in
top coat. Locations per elevations. Omega, La Habra, or equal.

Lap Siding: 7 1/4" lap Siding, fiber cement with wood textured
finish. Factory - applied color. Locations per elevations.
Certainteed, James Harding or equal.

Shingle Siding: Random square staggered edge shingle siding,
fiber cement w/ wood textured finish. Factory - applied color.
Locations per elevations. Certainteed, James Harding or equal.

Stone Veneer: Cultured stone veneer, where shown on
elevations. Precast concrete planter & wall caps. Ledgestone
pattern, color to be selected. Coronado, Cultured Stone, EI
Dorado or equal.

Roof Shingles: 3 - tab asphalt composition shingles. Shake-
Style, staggered edge, 30 yr. warranty. Fiberglass, self-sealing,
color as selected. Certainteed, GAF or equal.

Metal Roofing: Standing seam metal roofing. Tee panel w/ 1"
snap-on tees, 12" o.c., continuous lengths. Color as selected
locations per elevations. Berridge, AEP - span or equal.

Patios/Balconies —
[Replace wooden railing and
surfaces with metal (finish) ]

Guest room Balcony Railing: Vinyl , aluminum or fabricated
steel, contemporary style with pickets, top & bottom rails.
White color. Moultrie, Kroy or equal.
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

b) Common Areas

Planters & Pots: Shape, size & locations per designer.

Outdoor Seating: Seasonal heating elements at outdoor. Seating
as directed by designer.

Public Area Deck Coating: 1/4" thick fluid-applied waterproof
deck system. Fiberglass mat & elastomeric acrylic base coat.
Pattern, finish & color to be determined. PLI-Dek, Dex-o-tex or
equal.

Pool: Resurface pool interior. New coping and decorative tile
accent per designer or franchise standards.

Pool Area Decking: Pool decks shall be of a non-slip, non-heat
retaining surface such as wood-polymer composite decking.
Size, finish & color by Designer. TREX, Certainteed
boardwalk, Monarch or equal.

Cabanas: Metal or wood-framed structures with openable
canvas canopies & privacy curtains. Locations & sizes per
plans. Canvas: Sunbrella, Dickson or equal.

Promenade — [summary of

change] N/A
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

Main entrance areas —
[summary of change.]

Driveway: Decorative non slip surface paving such as brick,
stone, tile pavers or stamped concrete with concrete accent
bands. Akerstone, Quick Crete or equal. Pattern to be
determined.

Entry: Porcelain, Stone Tile or Deck Coating, pattern to be
determined by designer. Crossville, CMR or equal.

Store Front: Anodized aluminum & glass with glass oversized
doors, custom colored framework. Kawneer, Arcadia, Vistawall
or equal.

Misc: Internally illuminated metal bollards at edge.
Landscaping & potted planting per designer or franchise
standards.

[Other key exterior areas —
summary of change.]

N/A

c) Signage - Replace all existing
building monument, building ID,
and amenity signage.

Signage: lluminated, integrated into canopy face or exterior
wall per design and brand standards.

Misc: Monument sign in landscaped island at entry drive.

d) Lighting - Replace all existing
exterior lighting fixtures

Custom lighting fixtures.

Lighting: Decorative sconces at columns & pilasters. Recessed
lighting in entry canopy per Designer. Lightoiler, Halo or equal.
Finish by Designer. Recessed down-lights for general & plant
lighting by Designer. In-Ground accent up-lighting as directed.
In Ground up-lights & LED Long Life bulbs.
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

2) INTERIOR

a) Common Areas

PUBLIC AREAS

Furnishings and Décor: Upscale, well-appointed, and in the
theme of the property; high degree of comfort, featuring
professionally fitted coverings; an abundant variety of live
plants. Custom furniture. Custom drapery.

Floor Coverings: Excellent quality carpet, wood, marble, tile, or
granite floors with unique area rugs (area rugs if applicable).
Custom carpet.

IHlumination: Light fixtures are well appointed and of an
upscale design that compliments the overall theme of the
property; multi-placement provides overall excellent
illumination.

Corridors: Walls are painted, stuccoed, or have vinyl wall
coverings with vinyl or carpeted baseboard; ceilings are painted
plasterboard or have an enhanced, textured finish.

Custom vinyl.

Signage: Design is well defined in harmony with the theme of
the property. Location of signage is extensive. Spacious
registration area located away from main traffic areas with
multiple conversational groupings accommodating several
small groups; upgraded luggage carts.
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

Miscellaneous: Telephones and house phones are located
conveniently inside the building; internet access is available.
Elevator landings are well appointed with an upscale design
keeping in the theme of the property. Vending located in a
recessed area and vending and sealed ice machines. Valet
laundry available at specific times.

Restaurant & Dining Facilities (The number and type of food &
beverage outlets should be in harmony with the theme of the
property): Upscale, full service restaurant; separate lounge or
bar area.
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

Recreational Facilities: Swimming pool area is well-appointed
with upscale design elements and an excellent quality and
variety of pool furniture. Exercise room is in a designated room
with extra amenities.

Additional Recreational facilities (i.e....playground, lawn
games, tennis, golf, horseback riding, etc.): Excellent variety of
additional recreational facilities are available on site or
arrangements are made for off-site services.

Meeting Rooms: Meeting room with enhanced comfort and
décor elements; a very good variety of audiovisual equipment
available.

Restrooms: Separate ladies and men's restrooms convenient to
public areas and adequate for the number of meeting rooms.

Public Stairs: Carpet with polished chrome accent rods, per
Designer. Custom carpet: Durkan Commercial, Shaw
Hospitality, or equal. Custom, glass or metal guard rail, with
custom hardwood hand rail, per design.

Lobby- Registration Desk:

Floor: Custom carpet and pad, Natural stone or Porcelain Tile.
Stone: Calcutta marble, or equal.

Carpet: Custom border and inset, per design.

Base: Natural Stone, to match floor, per design.

Ice Machine Alcove:

Floor: Porcelain tile.

Base: Tile to match floor.

Walls: Painted drywall; smooth finish.

Ceiling: Painted drywall; smooth finish.

Lighting: Recessed down-lights, Down-lights: Lightolier, Halo,
or equal. Finish per designer or franchise standards.
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

Guestroom Level Electrical and Telephone Closets:
Floor: Vinyl.

Base: Vinyl

Walls: Painted Drywall; smooth finish

Ceiling: Painted Drywall; smooth finish

Lighting: 1' x 4' ceiling mounted fluorescent
Doors: Painted

Exit Stairs - Not including Public Area Stairs:
Floor: Carpet at stairs and landings.

Base: Vinyl

Walls: Painted, Maximum of two (2) paint colors
Ceiling: Painted

Lighting: 1' x 4" wall-mounted fluorescent

Public Areas — Mechanical, Electrical, & Plumbing:

Mech.: New roof top package AC units.

Elect. /Lighting: Recessed down-lights; or FF&E decorative
sconces. Recessed down-light shall be fluorescent type with
some low voltage accent lighting for artwork. Down-lights:
Ligholier, Halo, or equal. And FF&E Finish by lighting
designer.

Plumb.: All toilet rooms to be upgraded with new ADA
compliant plumbing fixtures.
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

Lobby, Meeting Room, & Fitness Room Restrooms:

Toilet — Manufacturer TBD.

Urinal — Toto low consumption washout urinal UT104V with
#01 Cotton finish, for use with HPF-13.1.

Flush Valve at Urinal — Toto AC Sensor Urinal Flush Valve,
Concealed — 1.0GPF TEU2ANS-11, with Satin finish,
Complete Set (3/4”V.B.).
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

Hallways -- new
paint/custom wall covering,
custom carpet and padding, light
fixtures and door tags.

Guestroom Corridors and Elevator Lobby:

Floor: Custom carpet and pad with border carpet at guestroom
entry doors. Custom carpet: Durkan Commercial, Shaw
Hospitality, or equal; minimum 320z. Accent carpet inlay (with
pad) at all public elevator lobbies. Carpet: Custom border and
insert, per design; minimum 400z. Base: 1"x6" profile vinyl
base or 4” Carpet Base. Johnsonite or equal, per designer or
franchise standards.

Walls: Custom accent vinyl wall covering and minimum two
(2) paint colors for length of corridor. Wall-covering: Wolf
Gordon, Maharam, or equal. Paint: eggshell or semi-gloss. All
painted walls to have smooth finish. Custom Vinyl.

Ceiling: Painted multi level drywall soffit. Paint: eggshell or
semi-gloss. All painted ceilings to have smooth finish.

Lighting: Combination of sconces, recessed fixtures and
surface-mounted ceiling fixtures in corridor, per Designer.
Down-lights: Lightolier, Halo, or equal. Finish by Designer.
Custom lighting fixtures.

Special: Custom sconces and decorative ceiling fixtures in
elevator lobby, per designer or franchise standards. Custom
drapery.

Elevators - Should
include new panels flooring and
lighting

Elevator Cab:

General: High-Quality elevator entry doors at all public levels:
painted doors on guestroom floors and back of the house areas.
Custom call button panel.

Walls: Textured steel or laminated panels. Rimex or equal.
Floor: Custom carpet, per designer or franchise standards.
Carpet: Custom border and insert, per design; minimum 400z.
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

b) Hotel Interiors:

GUESTROOM

Furnishings and Décor: Upscale, decorative, well-appointed
keeping with the theme of the property; high degree of comfort,
featuring professionally fitted coverings. Custom furniture.

Free Floor Space: Very good-sized, well-proportioned rooms
with comfortable seating area.

Wall Coverings: Walls are painted, stuccoed or have vinyl wall
coverings with carpeted, wood or simulated wood baseboard
floor coving. Custom vinyl.

Wall Hangings: Upscale, matted and framed artwork.

Floor Coverings: Excellent quality custom carpet, wood,
marble, granite, or other high end stone floors with unique area
rugs (area rugs if applicable). Custom carpet.

Window Coverings: Excellent quality with sheers and valence
(valence if applicable). Custom drapery.

Bedding: Excellent quality with obvious comfort enhancements.
Excellent quality bed linens including bedspreads, comforters
with dust ruffles, duvets, or similar enhancements; and choice
of pillow fills.

Clothes Hanging Space: Fully enclosed clothes-hanging space
with matching hangers with at least eight open hook wood
hangers.

Clothes Storage Space: Sufficient space for two pieces of
luggage; upgraded racks or benches.

IHlumination: Very good overall illumination provided by three
or more well-positioned sources excellent overall illumination;
free standing fixtures in appropriate places. Custom lighting
fixtures.

Furniture: Excellent quality furnishings; veneer finish with solid
wood laminate insets. Custom furniture.
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

Custom seating (very good quality vinyl upholstery is
acceptable at beach resorts): Comfortable and conversational
television viewing arrangement; arm chairs have fabric
upholstery with padded seats of excellent quality, comfort and
variety, such as a love seat or oversized chair.

Writing Surface: Very good sized.

Television Placement: Flat screen television located on
credenza top.

Air Conditioning and Heating: Easily accessible controls;
temperature controls in each guestroom; offer guest choice of
air conditioning and heat with thermostat control.
GUESTROOM AMENITIES:

37" Philips Samsung or equivalent LCD television with
portable full function remote control.

Touch tone telephone; Channel directory; Free and pay-per-
view movie channels if available; High-speed internet access.

Video games; Decorative, insulated ice bucket with lid.

Message light; Enhanced guest-service directory in folder;
Enhanced clock radio iPod player.

Upgraded stationary.
Framed or beveled full length mirror.

Note pads and pencils; Voice messaging; Full-size iron and
ironing board.

Additional reading materials such as magazines, books, etc..
Mini-refrigerator; In-room safe.
Coffee maker and supplies, including tea bags.

Complimentary daily newspaper in lobby.
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

Standard Guestrooms:

Floor: Custom carpet and pad; and 4" stone entry threshold, per
designer. Closet floor area to be carpeted. Carpet installation to
be stretch-in method. Carpet: Durkan Commercial, Shaw
Hospitality, or equal; min. 320z. Tile: Ceramic per designer or
franchise standards. Tile at bathrooms. Tile: Stone or porcelain,
per designer or franchise standards. Custom carpet.

Base: 1" x 6" profile vinyl base or 4” Carpet base per franchise
specifications. Johnsonite or equal. 6" tile base at bathrooms.
Tile: Stone or porcelain, per designer or franchise standards.

Walls: Paint schedule to include a maximum of two (2) paint
colors per guestroom; custom accent vinyl wall-covering per
Designer. Wall-covering: Wolf Gordon, Maharam, or equal.
Custom vinyl.

Ceiling: Painted drywall ceilings & soffits throughout.

Doors: All guestroom doors to be solid core, fire rated,
veneered with commercial rated hardware.

Lighting: Down-light at entry vestibules. Down-lights:
Lightolier, Halo, or equal. Finish by designer. Provide
infrastructure, wiring and switching for owner provided custom
lamps; locations per designer or franchise standards. Custom
lighting fixtures.

Special: Wood or laminate shelf & chrome rod in closet.
Provide infrastructure, wiring and connections as required for
telephone, data, cable, etc. Provide wireless internet
availability. Power/Data/Telephone as per Pacifica Hotels
standards. 37" min. flat screen televisions throughout. Provide
blocking, mounting hardware, power and cable connections as
required. Thermostat: in each room. Hardware per designer or
franchise standards for connecting doors.

Window sills solid surface or natural stone, size per designer.
Stone: Granite or equal. Wood swinging or sliding doors at
closets.
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Parcel 145 Lessee Proposal

Guest Suites*

* All specifications for standard guestrooms are applicable to
guest suites. The following are in addition to standard
specifications:

Floor: Wood: No added urea-formaldehyde in all casework and
paneling cores; All casework and paneling AWI Premium
Grade. Tile: Porcelain or stone, threshold to match. Tile: Color
TBD by designer; Threshold to match. Carpet: Broadloom per
designer. Custom carpet: Durkan Commercial, Shaw
Hospitality, or equal; minimum 320z. For Presidential:
Constantine commercial hand tufted C106XX, or equal.

Walls: All millwork to be coordinated with interior designer.
Custom vinyl.

Lighting: Down-light, sconces or surface-mounted decorative
ceiling fixtures in entry vestibule. Down-lights: Lightolier,
Halo, or equal. Finish by designer or franchise standards.
Custom lighting fixtures.

Special: Stone countertop and laminate-faced cabinets in bar or
pantry, per design. Stone: marble or equal, per designer. Other
finishes per designer or franchise standards. Soaking tub, sink
vanity and separate toilet room in select bungalows. Custom
drapery.
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

Guestrooms — Mechanical, Electrical, & Plumbing:

Mech.: New vertical or through wall individual package
terminal air conditioners (PTAC).

Elect. /Lighting: Down-light, sconces or surface-mounted
decorative ceiling fixtures in entry vestibule. Down-lights:
Lightolier, Halo, or equal. Finish by designer.

Replace broken receptacles/data/telephone/TV outlets as
required. Leviton or equal.

Plumb.: All new plumbing fixtures in Guestroom toilet rooms. 8
ADA accessible Guestrooms.
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Parcel 145 Lessee Proposal

c) Hotel Interiors: Bathrooms

BATHROOMS

General: Upscale, decorative, well-appointed and in keeping
with the theme of the property; high degree of style.

Free Floor Space: Good-size bathrooms affording guests
increased ease of movement and comfort.

Wall and Floor Coverings: Excellent quality, including ceramic
tile, marble, or granite flooring and painted or vinyl walls.

Fixtures: Excellent quality ceramic tile, marble; enhanced
faucets and fixtures; decorative double shower curtain;
upgraded shower heads; and shower height soap dishes.
Excellent quality including marble or other high-grade surface;
large framed mirror.

Amenities: Excellent quality, plush towels; oversized. Four-
piece amenity package of excellent quality with an upscale
presentation; upscale, decorative soap dish. Facial tissues inset
in vanity. Free-standing hair dryer. Night light; Bathroom area
rug.

Standard Guest Bathrooms:

Floor: Porcelain tile. Threshold to match. Tile: Color TBD by
designer threshold to match.

Base: Continuous tile to match floor, per design. Tile: White
Marble or similar per designer or franchise standards.

Walls: Tile to match floor at tub surround and shower surround,
floor to ceiling. Tile: Color TBD by designer, threshold to
match. Paint schedule to include maximum of two (2) paint
colors or one paint color. Paint: eggshell or semi-gloss finish.

Doors: Code compliant doors at bathroom entries, per designer
or franchise standards.
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Hotel Renovation Template Item

Parcel 145 Lessee Proposal

Ceiling: Painted drywall. All covers/ lighting trim/access panels
and exposed mechanical grilles to be painted to coordinate with
adjacent surface finishes, per designer or franchise standards.

Lighting: Recessed down-lights; Minimum 2 vanity sconces;
Recessed vapor proof down-light at shower locations. Down-
lights: Lightolier, Halo, or equal. Finish by designer or
franchise standards.

Special: Stone vanity countertop and backsplash. Free standing
wood table with open shelves. Stone: marble or granite, per
designer.
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Parcel 145 Lessee Proposal

Specs for Guestroom Bathrooms:

Toilet — Toto “Aquia” Dial Flush Toilet, 1.6 GPF
CST414M/SS204 (Lid) with #01 Cotton/Chrome Plated (Trip
Lever) Elongated toiled bowl & tank, 12” rough-in, less seat, or
equal.. Same for ADA compliant guestrooms and bungalows,
but with CST464MF model, or equal.

Sink — Porcelanosa Zar I1; N399327631, White-0, undermount,
for all typical guestrooms and bungalows, or equal. Toto
LT540G, White, for ADA compliant guestrooms and
bungalows, or equal.

Lavatory Faucet System — Porcelanosa Joy/N150019601 with
Polished Chrome finish, single hole, or equal.

Shower System (shower head, valve, handle, and trim) — Kohler
K-T949 & Valve TBD, polished chrome finish, single-handle
pressure-balanced valve, or equal.

Tub — Kohler Tea for Two K-863 for bungalow type 6K, K-855
for bungalow type 13K-S, with white finish, or equal.

Tub Faucet System — Kohler Stillness with Polished Chrome
finish, or equal.

Cabinets:

(i) Replace or refinish existing
cabinets

(ii) Install new routed panel
cabinets doors and drawer
fronts

(iii) Replace Formica counters

N/A
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Parcel 145 Lessee Proposal

Vanity mirrors -Install
new mirrors as needed (show
finish)

Framed vanity mirror.

Faucets-Install new
faucets

Faucets: Kohler, AmericanStandard, Symmons or equal.

Sinks/ Replace resurface
existing sinks

Basin set to include: Lever handles faucet, tub, thermostat
valve, volume control, towel bar, towel hook, toilet tissue
holder. Under-counter basin.

Fixtures -Replace towel
bars, toilet paper holder

Accessories: Double robe hooks and double towel bar near
shower. Ginger, or equal.

Shower/Bathtub:

(i) Replace/ resurface existing
tubs and enclosure

(ii) Replace shower doors

(iii) Replace tub faucet,
showerhead, drain hardware

Tempered glass shower enclosure, glass thickness 1/2" or
decorative high end shower radius shower rod with custom
curtain, with stone tile walls.

Shower Fixtures: Kohler, AmericanStandard, Symmons or
equal.

Accessories: Amenities shelf in shower/tubs.
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3) GENERAL

a) Walls - Prepped and painted

Walls: Wood paneling and natural stone in combination with
specialty custom wall covering and paint. Custom wall-
covering: Wolf Gordon, Maharam or equal. Accent wall at
Lobby area; design merges into carpet design at staircase.

Base: Painted wood or stone to match adjacent floor, per
designer.

Millwork & Trims: No added urea-formaldehyde in any
casework or paneling cores.

All wood used to be FSC certified.
All casework and paneling AWI Premium Grade.

All standing and running trim AWI Premium Grade.

b) Windows

Remove existing metal
framed windows and doors and
replace with [double-paned
aluminum] windows

Windows & Sliding Glass Doors: Solid vinyl units, sizes and
operation as required. Low-E, dual-glazed, Style Line series w/
maximum glazing - white finish. Milgard, Jeld-wen, Traco or
equal.

Replace all window
coverings

New drape system. Custom drapery.
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Parcel 145 Lessee Proposal

c) Doors

Replace all interior wood
doors with raised panel doors
with new hardware

Fire rated doors (wood or wood and glass) and door frames in
public areas; metal and glass doors at all feature retail,
restaurant, and lobby locations; All doors to be min. 1-3/4"
thick. Metal: Aluminum, finish per designer or franchise
standards.

Doors at retail and F&B outlets to be glass doors. Doors:
Herculite or equal.

All wood doors & frames in public areas to be stained.

d) Ceilings - Remove or
cover existing "'cottage cheese' ,
prepare and paint to have a
smooth, painted ceiling

Ceiling: Multi level drywall with soffits where applicable.
Combination of wood and painted drywall, by designer. GRG
by Formglas, or equal.

e) Moldings

Install new decorative crown

moldings N/A
Replace existing moldings as
required N/A

f) Flooring

Floor: Ground Level: Custom carpet and pad, Natural Stone,
Wool rugs, Solid wood. Upper Levels: Carpet and pad, Wood
or Natural Stone. Stone: TBD, per designer or franchise
standards. Wood: Deciduous, per designer or franchise
standards.

Replace carpeting and padding

Carpet: Custom border and insert, per design; Durkan
Commercial, Shaw Hospitality or equal. Custom carpet.
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Parcel 145 Lessee Proposal

4) LIGHTING

a) Lighting fixtures - Replace all
lighting fixtures lens covers

Entire lobby to use multi-level zoned dimming system: Higher
illumination levels at reception desk, accent lighting at interior
features and key elements. Provide wiring, infrastructure,
structural support and installation for table lamps at seating
areas with floor outlets as required for furniture layout and
owner provided decorative lighting. Dimming System: Lutron
Graphik Eye or equal. Custom lighting fixtures.

Provide blocking and power for owner-provided decorative
lighting, per designer or franchise standards.

Provide adequate lighting for artwork as necessary, per design.

b) Covers —
Replace all switch, phone jack
and electrical outlet

Standard commercial.

covers
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5) SUPPLEMENTAL

General: Public spaces to have audio system. Provide wiring
and infrastructure to provide individual programming (zones) in
each location as well as multiple zones within one space.

All public area sprinkler heads to be concealed and layout to be
coordinated with interior design.

All covers/ lighting trim/ speakers, access panels and exposed
mechanical grilles to be painted to coordinate with adjacent
surface finishes, per designer or franchise standards.

All ductwork, piping locations & exposed mechanical grill
locations to be to be coordinated with interior design to
maximize ceiling heights and coordinate soffit locations.

Code required signage design to be coordinated with
operational/directional signage.

Indoor/outdoor resort-like feel, especially at Bungalow areas;
achieved with continuity of finishes & transparency.

Lush potted interior landscaping to support indoor/outdoor
resort feel.

Indoor/outdoor flexibility at meeting spaces.
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Special: Stone and wood millwork elements for registration,
concierge and bellmen stations; task lighting at reception desk
and concierge. Millwork: AWI Premium quality construction
and finishes.

Built-in AV systems, TV/ DATA, Wireless internet

Back of the House Areas:

Back of the House — General:

Doors: Painted hollow metal doors and frames in back-of-house
areas.

Misc.: 4'-high galvanized steel corner guards at all back-of-
house corridors or equal.

Guestroom Level Service Elevator Lobby:
Floor: Vinyl

Base: Vinyl

Walls: Painted drywall: smooth finish.
Ceiling: Paint underside of slab

Lighting: 1' x 4' ceiling mounted fluorescent
Doors: Painted

Back of the House — Mechanical, Electrical, & Plumbing:
Mech.: New roof top package AC units.

Elect. Lighting: 2° x 4’ or 1’ x 4’ ceiling mounted fluorescent.
Lithonia or equal. Replace broken receptacles/data/
telephone/TV outlets as required. Leviton or equal.

Plumb.: All toilet rooms to be upgraded with new ADA
compliant plumbing fixtures.
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PLANS & DRAWINGS

Preliminary plans for all work to be done

a) Site Plan/Floor plans

Reduced color site plans
(8.5x11 or 11x17), showing
work described above,
including all structures,
hardscape, promenade,
landscaping and slips

To be submitted.

b) Building Elevation

A reduced color
elevation (8.5x11 or 11x17)
drawing that shows all new
and/or renovated building
elevations

To be submitted.

c) Landscaping Plan

If not already included
in the above materials

To be submitted.

d) Specifications

If not already included
in the above materials

To be submitted.

e) Construction Phase
Diagram

To be submitted.
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2) BUDGET

a) Budget worksheet

Estimated cost for all of | Minimum of $11.3 million per term sheet.
the work agreed upon
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