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processed certain discretionary approvals with the County and the California Coastal Commission, 
as set forth on Exhibit D attached hereto; and 

WHEREAS, County has approved an assignment of Esprit Two's interest as lessee 
under the Existing Lease to Lessee, and in connection with such assignment, County and Lessee 
desire to fully amend and restate Existing Lease in accordance with the terms and provisions of this 
Lease. 

NOW, THEREFORE, in reliance on the foregoing and in consideration of the mutual 
covenants, agreements and conditions set forth herein, and of other good and valuable consideration, 
the receipt and sufficiency of which are hereby acknowledged, the parties hereto and each of them 
do agree as follows: 

1. BACKGROUND AND GENERAL. 

1.1. Definitions. The defined terms in this Lease shall have the meanings as follows: 

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, (ii) the reasonable value of services actually provided by County's in-house 
counsel, and (iii) 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. 

1.1.4. "ADJUSTMENT DA TES" shall have the meaning set forth in subsection 
4.2.3. 

1.1.5. "ADMINISTRATIVE CHARGE" shall have the meaning set forth in 
Section 4.6. 

1.1.6. "AFFILIATE" shall mean any person or entity which, directly or indirectly 
through one (1) or more intermediaries, controls or is controlled by or is under common 
control with another person or entity. The term "control" as used herein (including the terms 
"controlling", "controlled by", and "under common control with") means the possession, 
direct or indirect, of the power to (i) vote more than fifty percent (50%) of the outstanding 
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voting securities of such person or entity, or (ii) otherwise direct management policies of 
such person by contract or otherwise. 

1.1.7. "AGGREGATE TRANSFER" shall have the meaning set forth in 
subsection 4.6.3. 

1.1.8. "AL TERA TIONS" shall have the meaning set forth in Section 5.2. 

1.1.9. "ANNUAL MINIMUM RENT" shall have the meaning set forth in 
subsection 4.2.1. 

1.1.10. "ANNUAL RENT" for any period shall mean the aggregate sum of the 
Annual Minimum Rent plus the Percentage Rent payable for such period in excess of the 
Annual Minimum Rent for such period. 

1.1.11. "ANTICIPATED COMMENCEMENT DATE" shall have the meaning set 
forth in subsection 5.5.1. 

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, as 
defined in subsection 4.4.6, plus three percent (3%) per annum; however, the Applicable 
Rate shall in no event exceed the maximum rate of interest which may be charged pursuant to 
Applicable Laws. In the event that the Applicable Rate as determined by the first sentence of 
this definition exceeds such maximum rate of interest, then the Applicable Rate shall be 
deemed the maximum rate permissible under Applicable Laws notwithstanding the first 
sentence of this definition. 

1.1.14. "APPROVED APARTMENT/SLIP LEASE" shall have the meaning set 
forth in subsection 11.1.2. 

1.1.15. "ASSIGNMENT STANDARDS" shall have the meaning set forth in 
Section 11.2. 

1.1.16. "AUDITOR-CONTROLLER" shall mean the Auditor-Controller of the 
County of Los Angeles, California. 

1.1.1 7. "AW ARD" shall have the meaning set forth in Section 6.1. 

1.1.18. "BASE VALUE" shall have the meaning set forth in subsection 4.8.1.1. 

1.1.19. "BENEFICIAL INTEREST" shall have the meaning set forth in 
subsection 4.6.4. 

1.1.20. "BOARD" shall mean the Board of Supervisors for the County of Los 
Angeles. 
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1.1.21. "BUSINESS DAY" shall have the meaning set forth in Section 17.3. 

1.1.22. "CALCULATION NOTICE" shall have the meaning set forth in Section 
4.7. 

1.1.23. "CHANGE OF OWNERSHIP" shall have the meaning set forth in 
subsection 4.6.1. 

1.1.24. "CHANGE OF CONTROL" shall have the meaning set forth in subsection 
4.6.1. 

1.1.25. "CITY" shall mean the City of Los Angeles, California. 

1.1.26. "COMPLETION DATE" shall mean the date of receipt of the first 
Certificate of Occupancy (whether temporary or permanent) or other applicable 
governmental permit, certificate or approval for the legal occupancy of any apartment 
building constructed on the Premises as part of the Redevelopment Work pursuant to Article 
5 of this Lease. For purposes of clarification, a temporary certificate of occupancy shall 
trigger the occurrence of the Completion Date only if such temporary certificate of 
occupancy permits the occupancy of the apartment building to which it pertains. 

1.1.27. "CONDEMNATION" shall have the meaning set forth in Section 6.1. 

l .1.28. "CONDEMNOR" shall have the meaning set forth in Section 6.1. 

1.1.29. "CONSTRUCTION COMMENCEMENT CONDITIONS" shall have the 
meaning set forth in Section 5.1. 

1.1.30. "CONSTRUCTION LENDER" shall mean the lender under the 
Construction Loan. 

1.1.31. "CONSTRUCTION LOAN" shall mean the construction loan obtained by 
Lessee and approved by County to finance the construction of the Redevelopment Work on 
the Premises. 

1.1.32. "CONSUMER PRICE INDEX" shall mean the Consumer Price Index--All 
Urban Consumers for Los Angeles-Riverside-Orange Counties, as published from time to 
time by the United States Department of Labor or, in the event such index is no longer 
published or otherwise available, such replacement index as may be agreed upon by County 
and Lessee. 

1.1.33 "COUNTY" shall have the meaning set forth in the first paragraph of this 
Lease. 

1.1.34. "COUNTY OPTION" shall have the meaning set forth in subsection 
11.2.4. 
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1.1.35. "COUNTY OPTION PRICE" shall have the meaning set forth in 
subsection 11.2.4. 

1.1.36. "COUNTY POOL RATE" shall have the meaning set forth in subsection 
4.4.5 of this Lease. 

1.1.37. "COUNTY REMOVAL NOTICE" shall have the meaning set forth in 
subsection 2.4.2. 

1.1.38. "DA TE OF TAKING" shall have the meaning set forth in Section 6.1. 

1.1.39. "DEMOLITION AND REMOVAL REPORT" shall have the meaning set 
forth in subsection 2.4.2. 

1.1.40. "DEMOLITION SECURITY" shall have the meaning set forth in 
subsection 2.4.2. 

1.1.41. "DEFERRED RENTAL AMOUNTS" shall have the meaning set forth in 
Section 4.3. 

1.1.42. "DEPARTMENT" shall mean the Department of Beaches and Harbors of 
the County of Los Angeles. 

1.1.43. "DESIGN CONTROL BOARD" shall mean the Design Control Board of 
the Department of Beaches and Harbors of the County of Los Angeles. 

1.1.44. "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. 

1.1.45. "DISQUALIFICATION JUDGMENT" shall have the meaning set forth in 
subsection 16.15.1. 

1.1.46. "DOCUMENTED TRANSACTION COSTS" shall have the meaning set 
forth in subsection 4.8.1.2. 

1.1.47. "EFFECTIVE DATE" shall have the meaning set forth in the first 
paragraph of this Lease. 

1.1.48. "ENCUMBRANCE" shall have the meaning set forth in subsection 12.1.1. 

1.1.49. "ENCUMBRANCE HOLDER" shall have the meaning set forth in 
subsection 12.1.1. 

1.1.50. "ENR INDEX" shall mean the Engineering News Record (ENR) 
Construction Cost Index for the Los Angeles Area, or such substitute index as the parties 
may mutually agree upon if such index is no longer published or otherwise available. 
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1.1.51. "EQUITY ENCUMBRANCE HOLDER" shall have the meaning set forth 
in subsection 12.1.1. 

1.1.52. "EQUITY FORECLOSURE TRANSFEREE" shall have the meaning set 
forth in subsection 12.2.1. 

1.1.53. "ESTIMATED COSTS" shall have the meaning set forth in subsection 
2.4.2. 

1.1.54. "EVENTS OF DEFAULT" shall have the meaning set forth in Section 
13.1. 

1.1.55. "EXCESS PERCENTAGE RENT PAYMENT" shall have the meaning 
set forth in subsection 4.2.2.4. 

1.1.56. "EXCLUDED CONDITIONS" shall have the meaning set forth in 
subsection 1.2.3. 

1.1.57. "EXCLUDED DEFAULTS" shall have the meaning set forth in 
subsection 12.3.3. 

1.1.58. "EXISTING LEASE" shall have the meaning set forth in the preamble to 
this Lease. 

1.1.59 "EXISTING LEASE DA TE" shall have the meaning set forth in the 
preamble to this Lease. 

1.1.60. "EXTENDED TIME" shall have the meaning set forth in Section 15.15. 

1.1.61. "EXTENSION PAYMENTS" shall have the meaning set forth in 
subsection 5.5.1. 

1.1.62. "FAIR MARKET RENTAL VALUE" shall have the meaning set forth in 
subsection 4.4.1. 

1.1.63. "FAIR MARKET VALUE" shall mean the price at which a willing seller 
would sell and a willing buyer would buy, neither being under any compulsion to buy or sell, 
and both having full knowledge of all pertinent facts and circumstances. 

1.1.64. "FINAL ALTERATION PLANS AND SPECIFICATIONS" shall have 
the meaning set forth in subsection 5.2.3. 

1.1.65. "FINAL COMPLETION CERTIFICATE" shall mean the estoppel 
certificate issued by County confirming the completion and acceptance of the Improvements 
on the Premises as set forth in Section 5.6.8. 

1.1.66. "FINAL REDEVELOPMENT WORK PLANS AND SPECIFICATIONS" 
shall have the meaning set forth in Section 5.1. 
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1.1.67. "FINANCING EVENT" shall have the meaning set forth in subsection 
12.1.1. 

1.1.68. "FIRST ADJUSTMENT DA TE" shall have the meaning set forth in 
subsection 4.2.3. 

1.1.69. "FORCE MAJE URE" 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. 

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. "GUARANTOR" shall have the meaning set forth in Section 17.11. 

1.1.73. "GROSS ERROR" shall have the meaning set forth in subsection 16.15.4. 

1.1.74. "GROSS RECEIPTS" shall have the meaning set forth in subsection 
4.2.2.3. 

1.1.75. "GROSS TRANSFER PROCEEDS" shall have the meaning set forth in 
Section 4.8. 

1.1.76. "IMPROVEMENTS" means all buildings, structures, fixtures, docks, 
anchorage facilities, fences, fountains, walls, paving, parking areas, driveways, walkways, 
plazas, landscaping, permanently affixed utility systems and other improvements now or 
hereafter located on the Premises. 

1.1.77. "IMPROVEMENT COSTS" shall have the meaning set forth in subsection 
4.8.1.1. 

1.1.78. "INCOME APPROACH" shall have the meaning set forth in Section 6.5. 

1.1.79. "INITIAL FINANCING EVENT" shall mean (i) the Construction Loan, 
and (ii) the initial permanent financing which takes out the Construction Loan, as long as 
such permanent financing is closed and funded within one (1) year following the Completion 
Date, but in no event later than one (1) year following the Outside Completion Date. 

1.1.80. "INITIATING PARTY" shall have the meaning set forth in the first 
paragraph of Article 16. 
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1.1.81. "INSTITUTIONAL LENDER" shall have the meaning set forth in 
subsection 12.3 .1. 

1.1.82. "INSURANCE RENEGOTIATION DA TE" shall have the meaning set 
forth in Section 9.6. 

1.1.83. "LATE FEE" shall have the meaning set forth in Section 4.5. 

1.1.84. "LEASE" shall mean this Second Amended and Restated Lease 
Agreement. 

1.1.85. "LEASE YEAR" shall have the meaning set forth in Section 2.1. 

1.1.86. "LESSEE" shall have the meaning set forth in the first paragraph of this 
Lease. 

1.1.87. "LESSEE SALE PRICE" shall have the meaning set forth in subsection 
11.2.4. 

1.1.88. "MAJOR SUBLEASE" shall have the meaning set forth in subsection 
11.1.1. 

1.1.89. "MAJOR SUBLESSEE" shall have the meaning set forth in subsection 
11.1.1. 

1.1.90. "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 residential apartment project and marina facilities 
in Marina del Rey. 

1.1.91. "MONTHLY MINIMUM RENT" shall have the meaning set forth in 
subsection 4.2.1. 

1.1.92. "NET AW ARDS AND PAYMENTS" shall have the meaning set forth in 
Section 6.7. 

1.1.93. "NET PROCEEDS SHARE" shall have the meaning setforth in Section 
4.6. 

1.1.94. "NET REFINANCING PROCEEDS" shall have the meaning set forth in 
subsection 4.8.5. 

1.1.95. "NET TRANSFER PROCEEDS" shall have the meanings set forth in 
subsections 4.8.1 and 4.8.2. 
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1.1.96. "NOTICE OF COMPLETION" shall have the meaning set forth in 
subsection 5.6.7. 

1.1.97. "OPTION AGREEMENT" shall have the meaning set forth in the 
preamble to this Lease. 

1.1.98. "ORIGINAL LEASE" shall have the meaning set forth in the preamble to 
this Lease. 

1.1.99. "OUTSIDE COMPLETION DATE" shall mean the date that is the fourth 
(4th) anniversary of the Anticipated Commencement Date (as such Anticipated 
Commencement Date may be extended in accordance with the terms of Section 5.5 of this 
Lease). 

1.1.100. "OWNERSHIP INTERESTS" shall have the meaning set forth in 
subsection 12.1.1. 

1.1.101. "PARCEL 12 LEASE" shall mean that certain Second Amended and 
Restated Lease Agreement dated as of June 27, 2013, between County and Gateway KW
Esprit I Owner, LLC, a Delaware limited liability company, pertaining to the lease by County 
to Gateway KW-Esprit I Owner, LLC, a Delaware limited liability company, of certain real 
property in the Marina del Rey Small Craft Harbor commonly known as Parcel 12R. 

1.1.102. "PARTIAL TAKING" shall have the meaning set forth in Section 6.5. 

1.1.103. "PAYMENT BOND" shall have the meaning set forth in subsection 
5.3.3.2. 

1.1.104. "PERCENTAGE RENT" shall have the meaning set forth in subsection 
4.2.2. 

1.1.105. "PERFORMANCE BOND" shall have the meaning set forth in 
subsection 5.3.3.1. 

1.1.106. "PERMITTED USES" shall have the meaning set forth in Section 3 .1. 

1.1.107. "PORTION SUBJECT TO DEMOLITION" shall have the meaning set 
forth in subsection 2.4.2. 

1.1.108. "POST TERM REMOVAL PERIOD" shall have the meaning set forth in 
subsection 2.4.2. 

1.1.109. "PREMISES" shall have the meaning set forth in the first recital to this 
Lease, as more specifically described in Exhibit A hereto. 

1.1.110. "PRIME RA TE" shall have the meaning set forth in subsection 4.4.5. 
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1.1.111. "PROPOSED TRANSFER" shall have the meaning set forth in 
subsection 11.2.4. 

1.1.112. "PUBLIC WORKS DIRECTOR" shall mean the Directorofthe 
Department of Public Works of the County of Los Angeles. 

1.1.113. "PURCHASE MONEY NOTE" shall have the meaning set forth in 
subsection 4.7.2. 

1.1.114. "REDEVELOPMENT MODIFICATIONS" shall have the meaning set 
forth in Section 5 .1. 

1.1.115. "REDEVELOPMENT WORK" shall have the meaning set forth in 
Section 5.1. 

1.1.116. "RENEGOTIATION DATES" shall have the meaning set forth in 
Section 4.4. 

1.1.117. "REPLY" shall have the meaning set forth in Section 16.5. 

1.1.118. "REQUIRED PLAN AND PERMIT COMPLETION DA TE" shall have 
the meaning set forth in subsection 5.5.1. 

1.1.119. "RESPONDING PARTY" shall have the meaning set forth in the first 
paragraph of Article 16. 

1.1.120. "SEAWALL" shall have the meaning set forth in Section 10.7. 

1.1.121. "SECTION" shall mean a section of this Lease. 

1.1.122. "SECURITY DEPOSIT" shall have the meaning set forth in Section 7.1. 

1.1.123. "SHALL" and "WILL" are mandatory and the word "MAY" is 
permissive. 

1.1.124. "SLIP IMPROVEMENTS" shall mean the anchorage improvements 
existing on the Premises as of the Effective Date, as such anchorage improvements are 
replaced with the new boat slips and associated anchorage improvements to be installed by 
Lessee as a part of the Redevelopment Work. 
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1.1.125. "STATE" shall mean the State of California. 

1.1.126. "STATEMENT OF POSITION" shall have the meaning set forth in 
Section 16.6. 

1.1.127. "SUBLEASE" shall have the meaning set forth in subsection 11.1.1. 

1.1.128. "SUBLESSEE" shall have the meaning set forth in subsection 11.1.1. 

- 10 -



1.1.129. "SUBSECTION" shall mean a subsection of a Section of this Lease. 

1.1.130. "SUBSTANTIAL COMMENCEMENT OF CONSTRUCTION" shall 
have the meaning set forth in subsection 5.5.1. 

1.1.131. "TERM" shall have the meaning set forth in Section 2.1. 

1.1.132. "TIME OF THE ESSENCE" shall have the meaning set forth in Section 
15.2. 

1.1.133. "UNINSURED LOSS" shall have the meaning set forth in Section 10.5. 

1.1.134. "UNREASONABLE COUNTY ACT" shall have the meaning set forth 
in subsection 5.5.3.1. 

1.1.135. "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 its predecessors in interest have 
continuously occupied and/or managed and operated the Premises since December 26, 1984. 
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 WITH ALL FAUL TS, and that Lessee understands that there may be 
certain defects in the Premises, whether or not known to either party to this Lease. Lessee 
hereby accepts the Premises on an "AS IS WITH ALL FAUL TS" 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 and/or any Improvements located thereon, including without limitation: (i) the 
quality, nature, adequacy and physical condition and aspects of the Premises and/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, HV AC, plumbing, undedicated 
sewage and utility systems, facilities and appliances, and the square footage of the land and 
within the Improvements and within each space therein, (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/or any Improvements 
located thereon, (iv) the development potential of the Premises, and the use, habitability, 
merchantability or fitness, or the suitability, value or adequacy of the Premises and/or any 
Improvements located thereon for any particular purpose, (v) the zoning or other legal status 
or entitlement or lack thereof of the Premises or any other public or private restrictions on 
use of the Premises, (vi) the compliance of the Premises and/or any Improvements located 
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thereon with any applicable codes, laws, rules, regulations, statutes, resolutions, ordinances, 
covenants, conditions and restrictions of County, City, State, the United States of America, 
the California Coastal Commission and/or any other governmental or quasi-governmental 
entity ("Applicable Laws") or of any other person or entity (including, without limitation, 
relevant provisions of the Americans with Disabilities Act ("ADA"), (vii) the presence of any 
underground storage tank or hazardous materials on, under or about the Premises or the 
adjoining or neighboring property, (viii) the quality of any labor and materials used in any 
Improvements, (ix) the condition of title to the Premises, and (x) the economics of the 
operation of the Premises and/or any Improvements located thereon. 

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, use and develop 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. 

2. TERM. 

2.1. Term. Unless terminated sooner in accordance with the provisions of this Lease, the 
term of this Lease shall be for the period commencing on August 1, 1962 with respect to the initial 
premises and expiring at 11 :59 p.m. on July 31, 2061 with respect to the entire Premises ("Term"). 
Each cale.ndar year during the Term is referred to herein as a "Lease Year"; provided that the last 
Lease Year shall be a partial year consisting of the seven (7) month period commencing on January 
1, 2061 and ending on July 31, 2061. 

2.2. Extension Payments. In consideration for County's agreement to enter into the 
Existing Lease and the predecessor to the Parcel 12 Lease, Esprit Two and the Parcel 12 Lessee 
jointly and severally agreed to pay to County the aggregate principal sum of Three Million Two 
Hundred Thousand Dollars ($3,200,000) (the "Extension Fee"). The option payments made to 
County under the Option Agreement in the aggregate amount of Four Hundred Thousand Dollars 
($400,000) were credited against the Extension Fee. The remaining unpaid amount of the Extension 
Fee (i.e., $2,800,000) (the "Remaining Extension Fee") was required to be paid in ten (10) annual 
principal installments each in the amount of one-tenth (1/10) of the Remaining Extension Fee (each, 
an "Extension Fee Principal Payment"), together with interest on the unpaid balance of the 
Remaining Extension Fee from the Existing Lease Date at the Prime Rate (each, an "Extension Fee 
Interest Payment"). Each annual Extension Fee Principal Payment and Extension Fee Interest 
Payment are collectively referred to as an "Extension Payment." The Extension Payments were 
required to be paid on each of the first ten (10) anniversary dates of the Existing Lease Date. The 
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unpaid balance of the Remaining Extension Fee (including accrued interest thereon), was permitted 
to be repaid, in whole or in part, at any time. As of the Effective Date of this Lease the entire 
Remaining Extension Fee and all remaining Extension Payments have been fully paid and satisfied. 

2.3. Ownership oflmprovements 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 or hereafter constructed 
by Lessee upon the Premises, and all alterations, additions, or betterments made thereto by Lessee. 

2.4. Reversion of Improvements. Upon the expiration of the Term or sooner termination 
of this Lease, whether by cancellation, forfeiture or otherwise: 

2.4.1. County's Election to Receive Improvements. Unless Lessee is 
expressly directed by County in writing in accordance with this Section 2.4 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. 

2.4.2. Duty to Remove. No earlier than eight (8) years, and no later than 
seven (7) 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 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 
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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. For purposes of this paragraph, a "buildable" pad shall mean a pad 
that is compacted to the standard required for the construction on the Premises of a project 
comparable to the Improvements existing on the Premises prior to the date of the demolition 
of such Improvements. 

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") not later than four (4) 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 2.4 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 2.4.2 and/or the Lessee's removal obligations 
under subsection 2.4.4 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 2.4 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 
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restoration 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 from an issuer satisfactory to Director, in 
the amount set forth below in this paragraph ("Demolition Security"), and (ii) a schedule 
satisfactory to Director 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. Any uncured failure by Lessee to deliver the Demolition Security 
described in this subsection 2.4.2 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 2.4, the 
remaining balance of any Demolition Security held by County (and not used by County 
pursuant to subsection 2.4.3 or 2.4.4 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 2.4 (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. 

2.4.3. 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. 

2.4.4. 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 2.4.2 above), Lessee shall in all events 
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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. 

2.4.5. 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 shall be used by Lessee for the uses described 
on Exhibit C attached hereto, and such other related and incidental uses as are expressly requested 
by Lessee and specifically approved by County (collectively, the foregoing shall be referred to 
herein as the "Permitted Uses"). Except as specifically provided herein, the Premises shall be used 
for no other purpose 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. 

3.2. Prohibited Uses. Notwithstanding the foregoing: 

3 .2.1. Nuisance. Lessee shall not conduct or permit to be conducted any 
private or public nuisance on or about the Premises, nor commit any waste thereon. No 
rubbish, trash, waste, residue, brush, weeds or undergrowth or debris of any kind or character 
shall ever be placed or permitted to accumulate upon any portion of the Premises, except in 
appropriate receptacles intended for such purposes, nor shall any portion of the Premises be 
maintained so as to render said Premises a fire hazard or unsanitary, unsightly, offensive, or 
detrimental to public health and safety. Lessee shall be permitted to perform the 
Redevelopment Work on the Premises, provided that such work is conducted in compliance 
with Article 5 of this Lease. 

3.2.2. Restrictions and Prohibited Uses. Without expanding upon or 
enlarging the Permitted Uses of the Premises as set forth in this Lease, the following uses of 
the Premises are expressly prohibited: 
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3.2.2.1. The Premises shall not be used or developed in any way 
which is inconsistent with any applicable governmental or public agency 
requirements; 

3.2.2.2. The Premises shall not be used or developed in any way 
in a manner inconsistent with the Permitted Uses. Without limiting the foregoing, 
no part of the Premises shall be used by any person for any adult entertainment 
purposes, as such term refers to graphic, explicit and/or obscene depictions of 
sexual activity; 

3.2.2.3. No improvement on the Premises shall be permitted to 
fall into disrepair and all Improvements shall at all times be kept in good condition 
and repair consistent with the requirements of Section 10.1 of this Lease; 

3.2.2.4. No condition shall be permitted to exist upon the 
Premises which shall induce, breed or harbor infectious plant diseases, rodents, or 
noxious insects and Lessee shall take such measures as are appropriate to prevent 
any conditions from existing on the Premises which create a danger to the health or 
safety of any persons residing or working at, or persons patronizing, the Premises; 

3.2.2.5. Without the prior written approval of Director, no 
antennae or other device for the transmission or reception of television signals or 
any other form of electromagnetic radiation shall be erected, used or maintained by 
Lessee outdoors above ground on any portion of the Premises, whether attached to 
an improvement or otherwise; provided that the foregoing requirement to obtain 
Director's approval as to antennae and other transmission or reception devices 
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 and the Seawall, no 
adverse environmental condition in violation of Applicable Laws shall be 
permitted to exist on any portion of the Premises, nor shall any toxic or hazardous 
wastes be permitted to be generated, treated, stored, disposed of, or otherwise 
deposited in or on or allowed to emanate from the Premises or any portion thereof, 
including, without limitation, into the surface waters and subsurface waters 
thereof; provided, however, that toxic or hazardous substances may be stored or 
used, so long as such storage and use is (a) ancillary to the ordinary course of 
business of an otherwise Permitted Use with the intent that such substances will be 
used in the ordinary course of business, and (b) conducted in compliance with all 
Applicable Laws; and 
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3.2.2.8. The following uses shall not be permitted: (a) fuel 
sales; (b) boat or vehicle repair, other than minor servicing or owner maintenance; 
or ( c) live bait sales. 

3.3. Active Public Use. The parties acknowledge that the ultimate objective of 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, along with the 
generation and realization ofrevenue therefrom. Accordingly, Lessee agrees and covenants that it 
will operate the Premises fully and continuously in light of these objectives, consistent with the 
operation of the Permitted Uses, 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 Promenade (as defined in Section 15 .19) shall be open every 
day of the year, except for any closure approved by Director required to perform (a) any Alteration 
permitted under the Lease, or (b) maintenance, repair, replacement, or restoration work permitted or 
required under this Lease. Lessee shall maintain a dockmaster on duty for the Slip Improvements in 
accordance with a schedule approved by County, which approval shall not be unreasonably 
withheld. Any changes in the days and/or hours of operation of the Promenade and/or dockmaster 
shall be subject to the written approval of County. 

3.5. Signs and Awnings. Any and all art, displays, identifications, monuments, awnings, 
advertising signs and banners which are placed on, or are visible from, the exterior of the Premises 
shall be 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), whether pursuant to Article 5 of this Lease or otherwise, in writing, prior to 
the erection or installation of said art, sign, display, identification, monument, awning or advertising 
sign. The Director shall not unreasonably withhold its approval of the matters described in this 
Section 3.5. Any dispute as to whether the 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 licenses and permits related to or affecting the use, operation, 
maintenance, repair or improvement of the Premises. Without limitation of the foregoing, Lessee 
shall comply with all conditions and requirements of Coastal Development Permit No. 5-01-143 
dated August 5, 2003 and Coastal Development Permit 98-134, which conditions and requirements 
are incorporated into this Lease by reference. 

3.7. Rules and Regulations. Lessee agrees to comply with such other commercially 
reasonable rules and regulations governing the use and occupancy of the Premises as may be 
promulgated by County from time to time for general applicability on a non-discriminatory basis to 
other residential apartment and/or boat anchorage 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. 
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3.8. Minimum Standards. To the extent not otherwise expressly addressed by the terms 
and conditions of this Lease, Lessee's redevelopment, alteration, operation, use and maintenance of 
the Premises shall be governed by the Minimum Standards, as such may be modified by 
commercially reasonable amendments adopted by the Board or the Department from time to time. 
Any dispute as to whether an amendment to the Minimum Standards is unreasonable shall be 
submitted to arbitration pursuant to Article 16 of this Lease. 

3.9. Reservations. Subject to the provisions of this Section 3.9 and subsection 1.2.2 
hereof, Lessee expressly agrees that this Lease and all rights hereunder shall be subject to all prior 
encumbrances, reservations, licenses, easements and rights of way existing as of the date hereof or 
otherwise referenced in this Lease in, to, over or affecting the Premises for any purpose whatsoever. 

Without limiting the foregoing, Lessee expressly agrees that this Lease and all rights 
hereunder shall be subject to all prior matters of record and all other unrecorded rights of County or 
City disclosed 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 Redevelopment 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 Redevelopment Work, to the extent such relocation is reasonably acceptable to 
County). 

4. PAYMENTS TO COUNTY. 

4.1. Net Lease. The parties acknowledge that the payments to be made by Lessee under 
this Lease are intended to be absolutely net to 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, 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 said Premises. 

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 covered hereby or to the 
Improvements thereon for any reason, as well as all taxes, assessments, fees, and charges on 
goods, merchandise, fixtures, appliances, equipment, and property owned by it in, on or 
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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 may also be subject to possessory interest 
taxes, and that the Sub lessee shall be responsible for any and all possessory interest taxes on the 
Sublessee's interest; however, Lessee acknowledges that the payment of such possessory interest 
taxes is the ultimate responsibility of Lessee. 

4.2. Rental Payments. Throughout the Term, for the possession and use of the Premises 
granted herein, Lessee shall pay County a monthly amount equal to the greater of (a) Monthly 
Minimum Rent or (b) Percentage Rent. 

4.2.1. Annual Minimum Rent and Monthly Minimum Rent. As of the 
Existing Lease Date the minimum rent payable to County during each year of the Term 
("Annual Minimum Rent") was Four Hundred Fifteen Thousand Two Hundred Seventy-Two 
Dollars ($415,272.00), subject to adjustment as provided in subsection 4.2.3 below. Annual 
Minimum Rent is payable by Lessee to County on a monthly basis. "Monthly Minimum 
Rent" shall be computed by dividing Annual Minimum Rent by twelve (12). As of the 
Existing Lease Date Monthly Minimum Rent was the sum of Thirty-Four Thousand Six 
Hundred Six Dollars ($34,606.00) per month. 

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 
Section. Gross Receipts (as defined herein) from each transaction, sale or activity of Lessee 
and/or any sub lessee shall be reported under one or more of the following percentage 
categories, 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 written 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 hereof, Lessee shall file a report of Gross 
Receipts and pay to County a sum equal to the total of the following percentages for said 
previous month, less the amount of monthly installment of minimum rent paid for said 
previous month as provided herein: 

(a) TWENTY FIVE PERCENT (25%) of Gross Receipts or other fees for the 
rental or use of boat slips, anchorages, moorings, dockside gear lockers, dockside storage 
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