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Audio
1. ") CALL TO ORDER AND PLEDGE OF ALLEGIANCE

2. ") APPROVAL OF MINUTES

Small Craft Harbor Commission Meeting of December 10, 2014.

3. %) COMMUNICATION FROM THE PUBLIC

This is the opportunity for members of the public to address the Commission on items that are not
on the posted agenda, provided that the subject matter is within the jurisdiction of the
Commission. Speakers are reminded of the three-minute time limitation.

4, COMMUNICATION WITH THE COMMISSIONERS

This is the opportunity for members of the Commission to provide notification to the public
regarding any communication received by the Commissioners from the public, lessees, or other
interested parties regarding business of Marina del Rey.

5. ) REGULAR REPORTS

a. Marina Sheriff (DISCUSS REPORTS)
- Crime Statistics

- Enforcement of Seaworthy & Liveaboard
- Sections of the Harbor Ordinance with
Liveaboard Permit Percentages

b. Marina del Rey and Beach Special Events (DISCUSS REPORT)
C. Marina Boating Section Report (VERBAL REPORT)
6. OLD BUSINESS
a. ") Update on Marina del Rey Toxics (PRESENTATION)
Total Maximum Daily Load
b. ) Revised 2015 Commission Meeting Schedule (APPROVAL REQUIRED)
C. Proposed Letter To The Office of the Mayor (APPROVAL REQUIRED)

Requesting Alternative Traffic Management
(Venice Dual Force Main Project)

x Celebrating 50 Years of Marina del Rey « A Golden Past, a "«[:.'.JL::M.: Future


http://lacounty.govwebcast.com/Presentation/LACounty/494a2432-4c1d-4f66-9bdf-d5e1e7fdb4be/Item1.MP3
http://lacounty.govwebcast.com/Presentation/LACounty/fcc85494-b61a-4575-b041-5fc8071c2369/Item2.MP3
http://lacounty.govwebcast.com/Presentation/LACounty/0959ea5e-b3f2-40df-9c27-79414d9e8fad/Item3&4.MP3
http://lacounty.govwebcast.com/Presentation/LACounty/afec9b39-917e-4c3b-a35c-69d5ee1eb3bc/Item5.MP3
http://lacounty.govwebcast.com/Presentation/LACounty/99978ca4-4d6e-4c95-bde6-e804a9ab2116/Item6a.MP3
http://lacounty.govwebcast.com/Presentation/LACounty/0bf1247c-e3df-41cf-97bf-0074ef08373a/Item6b&6c.MP3
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7. NEW BUSINESS

a. ) Review of Mitigated Negative Declaration and Approval of (APPROVAL REQUIRED)
Assignment of Lease and Option to Amend Lease
Agreement to Facilitate Redevelopment at Parcel 28
(Mariners Bay Apartments and Docks)

b. ) Summary of 2014 Small Craft Harbor Commission (PRESENTATION)
Meeting Agenda Items

C. Election of Commission Officers (APPROVAL REQUIRED)

8. ") STAFF REPORTS

Ongoing Activities

(DISCUSS REPORTS)
- Board Actions on Items Relating to Marina del Rey
- Regional Planning Commission’s Calendar
- California Coastal Commission Calendar
- Venice Dual Force Main Project Update
- Redevelopment Project Status Report
- Design Control Board Minutes
- Marina Slip Report
- Coastal Commission Slip Report
- Fisherman'’s Village
- Marina del Rey 18-inch Waterline Replacement Phase IIIB

9. ADJOURNMENT

PLEASE NOTE

1. The Los Angeles County Board of Supervisors adopted Chapter 2.160 of the Los Angeles Code (Ord. 93-0031 ~ 2
(part), 1993, relating to lobbyists. Any person who seeks support or endorsement from the Small Craft Harbor
Commission on any official action must certify that he/she is familiar with the requirements of this ordinance. A copy
of the ordinance can be provided prior to the meeting and certification is to be made before or at the meeting.

2. The agenda will be posted on the internet and displayed at the following locations at least 72 Hours preceding the
meeting date:

Department of Beaches and Harbors Website Address: http://marinadelrey.lacounty.gov

Department of Beaches and Harbors MdR Visitors & Information Center
Administration Building 4701 Admiralty Way

13837 Fiji Way Marina del Rey, CA 90292

Marina del Rey, CA 90292

Burton Chace Park Community Room Lloyd Taber-Marina del Rey Library
13650 Mindanao Way 4533 Admiralty Way

Marina del Rey, CA 90292 Marina del Rey, CA 90292

3. The entire agenda package and any meeting related writings or documents provided to a Majority of the
Commissioners (Board members) after distribution of the agenda package, unless exempt from disclosure Pursuant
to California Law, are available at the Department of Beaches and Harbors and at http:/marinadelrey.lacounty.gov

Si necesita asistencia para interpreter esta informacion llame al (310) 305-9503.
ADA ACCOMODATIONS: If you require reasonable accommodations or auxiliary aids and services such as material in alternate
format or a sign language interpreter, please contact the ADA (Americans with Disabilities Act) Coordinator at (310) 305-9538
(Voice) or (TTY/TDD) users, please call the California Relay Service at 711. The ADA Coordinator may be reached by email at
rstassi@bh.lacounty.gov.

Si necesita asistencia para interpretar esta informacion, llame a este numero: 310-822-4639.


http://lacounty.govwebcast.com/Presentation/LACounty/515ab9d9-13da-4219-92ce-bc180fb3331c/Item7a.MP3
http://lacounty.govwebcast.com/Presentation/LACounty/e2e45530-d847-49bb-a8f8-42529c01a007/Item7b&7c.MP3
http://lacounty.govwebcast.com/Presentation/LACounty/5e0f113a-1461-4f6d-9361-d3b1dfaedaad/Item8&9.MP3

SMALL CRAFT HARBOR COMMISSION MINUTES
December 10, 2014

Commissioners: Allyn Rifkin, Chair; Dennis Alfieri, Vice Chair; Russ Lesser, Commissioner; David Lumian,
Commissioner; Vanessa Delgado, Commissioner (excused absence).

Department of Beaches and Harbors: Gary Jones, Director; Brock Ladewig, Deputy Director; Steve Penn,
Chief of Asset Management Division; Linda Phan, Real Property Agent Il; Charlotte Miyamoto, Chief of
Planning Division; Michael Tripp, Planning Specialist; Maral Tashjian, Planner; Carol Baker, Chief of
Community and Marketing Services Division

County: Amy Caves, Senior Deputy County Counsel; Deputy Bryan White, Sheriff's Department

Chair Rifkin called the meeting to order at 10:04 a.m. followed by the Pledge of Allegiance led by Brock
Ladewig, and read the Commission’s policy on public comments.

Approval of Minutes: Motion by Chair Rifkin to amend the November 12, 2014 minutes, the minutes
should state that Chair Rifkin reported his reappointment and not Commissioner Lesser, seconded
by Commissioner Lumian, the minutes were unanimously approved.

Ayes: 4 — Chair Rifkin, Vice Chair Alfieri, Mr. Lesser, Mr. Lumian
Item 3 — Communication from the Public:
Public Comment: Jon Nahhas spoke about the Department of Beaches and Harbors’ (DBH) website and the
need for additional recreational boating programs.
Chair Rifkin asked staff about the website’s update.

Mr. Jones replied that the website is in the process of being updated; however, it is a lengthy process.

Item 4 — Communication with the Commissioners
Commissioner Lumian reported his communication with several individuals about different issues.

Chair Rifkin reported his attendance at a meeting with the City of Los Angeles (City) Planning Department to
discuss the Westside Mobility Study and specific plans that are adjacent to the Marina.

Item 5a — Marina Sheriff
Sheriff Deputy Bryan White presented the Crime Stats and Liveaboard stats reports.

Chair Rifkin inquired about the Sheriff Department’s preparedness for the upcoming holiday activities.

Deputy White replied that they would be finishing up their event action plan which included working with the
Los Angeles Fire Department, the California Highway Patrol and increasing staff for the Holiday Boat Parade.

Item 5b — Marina del Rey and Beach Special Events

Ms. Baker announced the Boat Parade is the kick-off for the Marina del Rey’s 50" anniversary celebration,
the Boat Parade will be broadcasted on the website, www.mdr.boatparade.org, and highlighted the upcoming
Marina del Rey’s 50" birthday events. She also mentioned that the Los Angeles Boat Show is scheduled for
February and the Polar Plunge is scheduled for February 28, 2015.

Iltem 5c — Marina Boating Section Report
Ms. Baker reported the Clean Marinas Certification for Anchorage 47.

She reported that they should have a schedule for Anchorage 47’s construction within a week and that they
are working on the transition plan for the tenants so that they can move to other marinas.

She announced the new birdwatching group and the continuance of the Winter Camp at Chace Park.
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Public Comment: Jon Nahhas spoke about the lack of public notification regarding events and displacement
plans.

Chair Rifkin inquired about the specific dates for the Boat Show.

Ms. Baker replied that the Boat Show is scheduled for February 19 and February 20 from 12pm to 5pm,
February 21 and February 22 from 10am to 5pm.

Item 6a — Fisherman'’s Village Update (Parcel 56)
Michael Pashaie spoke in detail about the plans for the project and presented renderings for the
commissioners and public viewing.

Aaron Clark spoke about the process the project has to go through before construction could begin.

Public Comment: Jon Nahhas expressed concerns about the light house and the pricing of the proposed
hotel; he suggested a subterranean parking structure.

Public Comment: Therese Attias suggested that the dance floor be remodeled.
Commissioner Lesser stated that the location is great for a hotel and that he liked the project.
Vice Chair Alfieri also expressed his support for the project.

Commissioner Lumian stated that he is happy that the project is moving forward and asked for an
approximate completion date.

Mr. Pashaie replied that it would take about two years to finish construction; however, the process before
construction could take up to two years. He also explained the reasoning behind not being able to have
subterranean parking and addressed the dance floor comments.

Commissioner Lumian asked about the approximate time for the completion of the project.

Mr. Pashaie replied that he hopes that by 2018 the project will be finished.

Commissioner Lumian requested a time line to assist in tracking the progress of the project.

Chair Rifkin requested that there be a presentation on the approval process.

Mr. Jones agreed.

Commissioner Lumian asked about the dinghy docks in front of Fisherman’s Village, and asked for DBH’s
assistance.

Mr. Jones replied that at the moment the plan is to consider using the derelict dock that will be replaced, and
use a portion of that for dinghy tie ups, prior to redevelopment. He also added that if the project on parcel 52
is approved, an alternative location will have to be used prior to commencement of construction, to enable
the continuation of the operation of the charter vessels that currently use dock 52.

Commissioner Lumian suggested moving the Los Angeles City (City) boat to Chace Park.

Mr. Jones stated that it's his belief that the City would be resistant to moving the boat to Chace Park;
however, he will continue the discussions with them.

Mr. Pashaie stated that he is meeting with tenants to see if they can consolidate some space to provide some
dinghy docks.

Vice Chair Alfieri commented that having the dinghy docks is critical.
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Chair Rifkin asked about the raised parking structure and suggested incorporating a garage that has open,
viewing areas on top.

Mr. Pashaie stated that there will be a public viewing area.
Item 7a — Report on Clean Marinas
Charlotte Miyamoto reported that the Los Angeles County’s (County) Anchorage 47 received the Clean

Marinas designation on November 18th.

Michael Tripp stated that certification is a voluntary program, and a great step by the County to demonstrate
its commitment to water quality. He added that the goal is for all lessees to adopt the program.

Maral Tashjian provided a presentation of the staff report.

Public Comment: Jon Nahhas spoke about the lessees’ responsibility regarding water quality and requested
an update on how many lessees have been certified.

Commissioner Lumian expressed his approval of the Clean Marinas certification and suggested the
department look into the “No Discharge Zone” program offered by the Environmental Protection Agency.

Commissioner Lesser inquired about the other lessees who have not participated in the program, the actions
DBH will take to encourage participation, and if the information will be included on its website.

Mr. Tripp stated that the lessees who have participated have done so independently. He also stated that
DBH will encourage the others by providing them with the information and mentoring.

Commissioner Lesser suggested giving recognition to every newly certified lessee at the Small Craft Harbor
Commission meetings.

Mr. Tripp agreed and mentioned that they would also include their picture on the website.
Commissioner Alfieri inquired if the Clean Marinas program assists with the Total Maximum Daily Load.
Mr. Tripp stated that any voluntary program is helpful.

Item 7b — Proposed 2015 Commission Meeting Schedule

Commissioner Lesser pointed out that the November meeting on the proposed meeting schedule falls on
Veterans’ day, which is a holiday.

Mr. Jones stated that due to the holiday, the November meeting will have to be rescheduled.
Public Comment: Jon Nahhas spoke about the need for night meetings.
Chair Rifkin suggested moving the meeting to the week before.

Mr. Jones replied that the availability of the meeting room needs to be reviewed before setting the meeting
date and will be presented at the next meeting for approval.

Commissioner Lumian motion to approve the schedule as is, with the provision that the Department
suggest a meeting date for November; seconded by Commissioner Lesser, motioned carried.

Ayes: 4 — Chair Rifkin, Vice Chair Alfieri, Mr. Lesser, and Mr. Lumian

Item 8 — Staff Reports
Mr. Jones provided the staff report.
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Commissioner Lesser requested that staff contact Fisherman’s Village lessee to obtain a tentative project
schedule.

Vice chair Alfieri inquired about the outcome of the US Coast Guard (Coast Guard) Meeting.

Mr. Jones replied that the Coast Guard proposed to eliminate the special anchorage area; however, due to
the large response by the public, they are now considering alternatives.

Public Comment: Jon Nahhas spoke about the lack of notification about the meeting to the boaters.

Vice chair Alfieri replied that the meeting was publicly announced and mentioned that it's his understanding
that the elimination of the special anchorage area is more of a budget issue.

Mr. Jones replied that the original publication references the desire of the Coast Guard to minimize future
administrative costs.

Commissioner Lumian stated that it is his belief that the Coast Guard is updating the navigational chart and
does not believe it's a budget consideration. He also expressed his concern about the Venice Dual Force
Main project, and the reduction of the four lanes into two lanes on Via Marina for a couple of years. He
inquired if there is anything that DBH can do to reduce the amount of time that Via Marina will be restricted.

Mr. Jones replied that administratively DBH is working with the Department of Public Works and Department
of Regional Planning, to coordinate on all the elements the City requires and there have been discussions on
ways to ensure the community’s concerns over traffic restrictions are addressed.

Commissioner Lumian suggested sending a letter expressing the Commission’s concerns to the Mayor,
Councilman Bonin or any other agencies that would be influential.

Vice chair Alfieri expressed his concerns regarding traffic and added that DBH needs to suggest ideas to
reroute traffic.

Chair Rifkin requested that DBH staff prepare a letter on behalf of the Commission and present it in the next
meeting for approval and signature.

Commissioner Lumian motioned that the Chair sign an approved letter on behalf of the Commission,
expressing to relevant agencies that the Venice Dual Force Main project impact on the residents on
Via Marina be studied and mitigated to whatever degree possible.

Ayes: 4 — Chair Rifkin ,Vice Chair Alfieri, Mr. Lesser, and Mr. Lumian

Adjournment
Chair Rifkin adjourned the meeting at 11:48 a.m.



LOS ANGELES COUNTY SHERIFF'S DEPARTMENT
MARINA DEL REY STATION
PART 1 CRIMES DECEMBER 2014

West | East Lost | Marina | Upper | County | Lower |Windsor| View

Marina | Marina| R.D. | Water | Ladera| Area |Ladera| Hills Park | Parks [TOTALS

2760 | 2761 | 2762 | 2763 | 2764 | 2765 | 2766 | 2767 | 2768 2791
Homicide 0
Rape 0
Robbery: Weapon 1
Robbery: Strong-Arm 1 1
Aggravated Assault 3 1 7
Burglary: Residence 1 3 3 9 21
Burglary: Other Structure 1 1 2
Grand Theft 4 2 1 2 3 12
Grand Theft Auto 3 2 2 3 10
Arson 1 1
Boat Theft
Vehicle Burglary 1 1 1 2 3 2 10
Boat Burglary 0
Petty Theft 11 3 1 1 2 4 2 24

REPORTING
DISTRICTS 22 8 0 0 5 2 11 20 18 3 89
TOTALS

Note- The above numbers may change due to late reports and adjustments to previously reported crimes.

Source- LARCIS, Date Prepared January 05, 2015
CRIME INFORMATION REPORT - OPTION 5A



LOS ANGELES COUNTY SHERIFF'S DEPARTMENT

MARINA DEL REY STATION

PART 2 CRIMES - DECEMBER 2014

Community Upper | Lower

Ladera Ladera
2764 2766

Advisory
Committee

Homicide

Rape

Robbery: Weapon

Robbery: Strong-Arm

Aggravated Assault

Burglary: Residence

Burglary: Other Structure
Grand Theft

Grand Theft Auto 2
Arson

Boat Theft
Vehicle Burglary

Boat Burglary
Petty Theft

Total 5 11

Note- The above numbers may change due to late reports and adjustments to previously
reported crimes.

Source- LARCIS, Date Prepared January 05, 2015
CRIME INFORMATION REPORT - OPTION 5A



LOS ANGELES COUNTY SHERIFF'S DEPARTMENT

MARINA DEL REY STATION

PART 3 CRIMES- DECEMBER 2014

B Orpstd

- of s_srgice |
l__ 4 {)ﬁgqoﬂ@

MARINA AREA EAST END
(RD’S 2760- (RD’S 2764-

Part | Crimes 2763) 2768)
Homicide
Rape
Robbery: Weapon 1
Robbery: Strong-Arm 1
Aggravated Assault 2 5
Burglary: Residence 1 20
Burglary: Other Structure
Grand Theft
Grand Theft Auto °
Arson
Boat Theft
Vehicle Burglary 2 6
Boat Burglary
Petty Theft 14 10
Total 30 56

Note- The above numbers may change due to late reports and adjustments to previously

reported crimes.

Source- LARCIS, Date Prepared — January 05, 2015
CRIME INFORMATION REPORT - OPTION 5A




Marina del Rey Harbor
e Liveaboard Compliance Report
"<‘4ufc?m\*l 2015

Liveaboard Permits Issued

November December
New permits Issued: 3 5
Renewal Issued: 18 19
Total: 21 24
Notices to Comply Issued: 14 14
Totals November December
Liveaboard: 285 281
Current Permits: 270 265
Expired Permits: 13 14
No Permits: 2 2
Total reported vessels in Marina del Rey Harbor: 3868

Percentage of vessels that are registered liveaboards: 7.20%

Number of currently impounded vessel: 12
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TO: Small Craft Harbor Commission
: Fove_—
FROM: g ones, Director

SUBJECT: AGENDA ITEM 5b - MARINA DEL REY SPECIAL EVENTS

MARINA DEL REY EVENTS

BURTON CHACE PARK WALKING CLUB
Burton Chace Park ¢ Lobby ¢ 13650 Mindanao Way ¢ Marina del Rey
Tuesdays & Thursdays
10:30 a.m. - 11:30 a.m.

The Los Angeles County Department of Beaches and Harbors (Department) is
sponsoring a FREE one-hour walking club. Get your exercise while taking in the
beautiful view of the Marina del Rey harbor. Please RSVP by calling (310) 305-9595.

For more information: Call (310) 305-9595

BURTON CHACE PARK FITNESS CLUB
Burton Chace Park ¢ Lobby ¢ 13650 Mindanao Way ¢ Marina del Rey
Wednesdays
11:30 a.m. — 12:30 p.m.

The Department is offering FREE outdoor group workout sessions. Come get in shape
with an experienced instructor in beautiful Burton Chace Park. Ages 13 and up. Please
RSVP by calling (310) 305-9595.

For more information: Call (310) 305-9595

Crlebrating 50 Years of Mariva del Rey + A Golden Past, a Sparkling Future
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Marina “Mother’s” Beach ¢ 4101 Admiralty Way ¢ Marina del Rey

The Department, in collaboration with Southland Farmers’ Markets Association, is
offering the Marina del Rey Farmers’ Market on Thursdays.
Farmers’ Market offers fresh, locally-grown organic and conventionally grown fruits and
veggies. Also available are prepared and packaged foods, hand-crafted products and
much more! Paid parking is available at beach parking lot #10 for 25 cents for every 10

minutes.

For more information: Call Marina del Rey Visitors Center at (310) 305-9545.

MARINA DEL REY FARMERS' MARKET

Thursdays
9:00 a.m. —2:00 p.m.

FISHERMAN’S VILLAGE WEEKEND CONCERT SERIES

13755 Fiji Way ¢ Marina del Rey
Sponsored by Pacific Ocean Management, LLC
All concerts are from 1:00 p.m. - 4:00 p.m.

Saturday, January 10%
Upstream, playing Reggae

Sunday, January 11*
Floyd & the Flyboys, playing Rock/R&B

Saturday, January 17"
Shades, playing R&B

Sunday, January 18"
Susie Hansen's Latin Jazz, playing Jazz

Saturday, January 24"
Blue Breeze, playing R&B

Sunday, January 25™
2Azz1, playing Jazz/Funk

Saturday, January 31
Jimbo Ross & The Bodacious Blues Band, playing R&B

Sunday, February 1
Brasil Brazil, playing Samba/Bossa

The Marina de! Rey
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For more information: Call Pacific Ocean Management at (310) 822-6866.

BIRDWATCHING
Burton Chace Park ¢ Lobby
13650 Mindanao Way ¢ Marina del Rey
January 29, February 26, April 30 and June 25, 2015, 9:00 a.m. — 11:00 a.m.
March 26, May 28, 2015, 4:00 p.m. — 6:00 p.m.

The Department is sponsoring a FREE two-hour excursion through the Ballona
Wetlands, with visits to sites of the Great Blue Heron and Black Crowned Night Heron.
You will also get to visit the shoreline habitat to observe Sandpipers, Long-Billed
Curlews, Willets, and Western Snowy Plovers. Don’t miss this chance to get
acquainted with the lives of our feathered friends who are an integral part of our
wonderfully diverse coastal ecosystem! Please bring water, snacks, binoculars, a hat,
comfortable clothes and shoes with traction. This activity is geared for adults, but may
be attended by children who do not need a car seat or stroller, if accompanied by an
adult. Space is limited, so please pre-register by calling (310) 322-6951.

A County van is available to pick up participants %2 hour before the program start time:
* Dockweiler Youth Center Lobby: 12505 Vista del Mar, Los Angeles, CA 90245
¢ Dockweiler RV Park Office: 12001 Vista del Mar, Playa del Rey, CA 90293

For more information: Call (310) 322-6951

LOS ANGELES BOAT SHOW (IN THE WATER PORTION)
Burton Chace Park ¢ 13650 Mindanao Way ¢ Marina del Rey
February 19 — 20, 2015, 12:00 p.m. — 5:00 p.m.
February 21 — 22, 2015, 10:00 a.m. — 5:00 p.m.
Adults: $12 (16 & older)

Kids: Free (15 & younger)

Active Military: Free with Military ID

The Los Angeles Boat Show is the ultimate destination for boating and outdoor lifestyle
enthusiasts, featuring sport fishing vessels, brokerage yachts, performance boats,
sailboats, ski boats, cruisers, jet skis, pontoons, motorboats, catamarans, cabin
cruisers, inflatables, canoes, kayaks, Stand Up Paddleboards and more. With the
addition of the in-water portion of the show at Burton Chace Park in Marina del Rey,
visitors can also find super-sized new and brokerage yachts — both power and sail —
available for on-board tours and cruising “test drives.” Complimentary round trip shuttle
transportation will be available to and from the LA Convention Center and Marina del
Rey.

For more information: Visit www.losangelesboatshow.com
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HOUSEHOLD HAZARDQUS WASTE AND E-WASTE ROUNDUP
Saturday, February 21, 2015
9:00 a.m. — 3:00 p.m.
Dock 52 Parking Lot ¢ 13483 Fiji Way ¢ Marina del Rey

The County of Los Angeles Department of Public Works and the Sanitation Districts of
Angeles are sponsoring the annual Household Hazardous Waste and E-Waste
Roundup for the proper disposal of environmentally harmful household substances and
electronic waste.

For more information: Call Los Angeles County Sanitation District at (800) 238-0172 or
visit their website at www.lacsd.org.

2015 POLAR PLUNGE
Saturday, February 28, 2015
10:00 a.m. — 1:00 p.m.
Marina “Mother’s” Beach ¢ 4101 Admiralty Way ¢ Marina del Rey

Participate in the Polar Plunge to benefit Special Olympics Southern California athletes.
Brave men, women and children will take the plunge to raise money, win awards, and
have a good time. Registration begins at 8:30 a.m.

For more information: Call Brandon Tanner at (562) 502-1041, email at
btanner@sosc.org, or visit www.sosc.org/laplunge.

GJ:CB:rc
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ITEM 6a — UPDATE ON THE MARINA DEL REY TOXICS TOTAL
MAXIMUM DAILY LOAD (TMDL)

Caring for Your Coast

L] - -

Gary Jones
Director

Ke Silverstrom
"Zh:ef Deputy
Ig::hn Kelly
puty Director

Brock Ladewig
Deputy Dhrector

ltem 6a on your agenda is an update on the Marina del Rey Toxics TMDL.
Representatives from the Department of Public Works will be present to provide the

update.
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Celebirating 50 Years of Marina del Rey # A Golden Past, a Sparkling Future
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ef Deputy

ohn Kelly
y Director

Brock Ladewig
Deputy Director

ITEM 6b — PROPOSED 2015 COMMISSION MEETING SCHEDULE-
REVISED

Small Craft Harbor Commission meetings are usually held on the second Wednesday of
each month at 10:00 a.m. (unless otherwise noted) at the Burton Chace Park

Community Building, 13650 Mindanao Way, Marina del Rey.

For 2015, staff is

recommending the same schedule unless there is an item of broad community interest,
When those items are to be
presented to your Commission for recommendation, an evening meeting may be

such as a major leasehold redevelopment proposal.

scheduled.

We respectfully submit the following proposed 2015 calendar for your consideration and

approval:
Date Day of Week Time
January 14, 2015 Wednesday 10:00 am
February 11, 2015 Wednesday 10:00 am
March 11, 2015 Wednesday 10:00 am
April 8, 2015 Wednesday 10:00 am
May 13, 2015 Wednesday 10:00 am
June 10, 2015 Wednesday 10:00 am
July 8, 2015 Wednesday 10:00 am
August 12, 2015 Wednesday 10:00 am
September 09, 2015 Wednesday 10:00 am
October 14, 2015 Wednesday 10:00 am
November 10, 2015 Tuesday 10:00 am
December 09, 2015 Wednesday 10:00 am
GJ:SP
ym
Celebrating 50 Years of Marina del Rey + A Golden Past, a Sparkling Future
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TO: Small Craft Harbor Commission

—

ree—.
FROM: Gary Jones, Director
SUBJECT: ITEM 6c — REVIEW OF PROPOSED LETTER TO THE OFFICE OF THE
MAYOR REQUESTING ALTERNATIVE TRAFFIC MANAGEMENT
(VENICE DUAL FORCE MAIN PROJECT)
ltem 6¢c on your agenda is the proposed letter drafted at the request of your
Commission to the Mayor's Office of the City of Los Angeles, requesting an alternative
traffic management plan for the Venice Dual Force Main Project.
Your Commission's approval of the attached draft letter is requested.
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Web Page: http://beaches.lacounty.gov
Allyn Rifkin
Chair
January 14, 2015 Dennis Alfieri
Vice-Chair

Mayor Eric Garcetti

Vanessa Delgado
Russ Lesser

Office of the Mayor David Lumian

200 North Spring Street, Room 303
Los Angeles, California 90012

Dear Mayor Garcetti:

Subject: Venice Dual Force Main Project, Request for Alternative Traffic
Management

The Small Craft Harbor Commission requests that you reconsider the traffic diversion
plan for the Venice Dual Force Main Project in Marina del Rey.

At the Commission meeting held on December 10, 2014, the Commission discussed
concerns regarding traffic disruption that will be caused by the Venice Dual Force Main
Project.

Many of the 9,000 residents and businesses of Marina del Rey have voiced their feeling
that the two-year traffic diversion plan proposed by the City is an unreasonable burden
on their travel to and from their homes and businesses.

To reassure the residents and businesses that the least impactful traffic diversion plan
has been chosen, the Commission is requesting that you reconsider the design and
impact of the plan and develop an alternative that will be less burdensome on the
residents of Marina del Rey.

Respectfully,

Allyn Rifkin
Chairman, Small Craft Harbor Commission

C: Small Craft Harbor Commission
Gary Jones
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TO: Small Craft Harbor Commission

i T ou
FROM: Gary Jones, Director

SUBJECT: ITEM 7a - REVIEW OF MITIGATED NEGATIVE DECLARATION AND
APPROVAL OF ASSIGNMENT OF LEASE AND OPTION TO AMEND
LEASE AGREEMENT TO FACILITATE REDEVELOPMENT AT
PARCEL 28 (MARINERS BAY APARTMENTS AND DOCKS) — MARINA
DEL REY

ltem 7a pertains to a proposed assignment of the existing lease and proposed option to
extend the lease term to facilitate the renovation of the landside improvements and
subsequent demolition and replacement of the marina on Parcel 28. Lessee submitted
a request to County for an Option to extend the existing lease on Parcel 28 for an
additional 39 years. In conjunction with the request to extend the lease, Lessee is also
requesting an assignment of the existing lease and Option. The proposed project would
renovate the existing 379 apartments and all landside improvements, including building
facades, commercial and community areas, interior and exterior common area,
landscaping, hardscaping, parking areas, and promenade. Demolition and replacement
of existing docks would commence no later than six (6) months after the completion of
construction of the landside improvements and be completed within 36 months
thereafter.

Your Commission's endorsement of the recommendations in the draft Board letter
attached is requested. Staff will inform your Commission should there be any material
change made to this draft prior to submitting it to the Board of Supervisors for approval.

GJ:BL:dlg
ym

Attachments

Celebrating 50 Years of Marina del Rey # A Golden Past, a Sparkling Future

———



February _ , 2015

The Honorable Board of Supervisors
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, California 90012

Dear Supervisors:

APPROVAL OF OPTION FOR AMENDED AND RESTATED LEASE
TO FACILITATE REDEVELOPMENT —
PARCEL 28 (MARINERS BAY) - MARINA DEL REY

(FOURTH DISTRICT)
(4 VOTES)

SUBJECT

Request for adoption of the Mitigated Negative Declaration and approval of an option
agreement for an amended and restated lease to extend the term of the existing
Mariners Bay Apartments and Docks lease (Parcel 28) for the renovation of the existing
379 apartment units and subsequent demolition and replacement of the existing marina.
Exercise of the option is contingent upon Lessee’s receipt of entitlements and fulfillment
of other conditions required therein. The option agreement includes County’s pre-
approval of the future assignment of the existing lease for Parcel 28 and the option
agreement by Mariners Bay Company, a California limited partnership (“Existing
Lessee”) to Mariners Bay, LLC, a joint venture between Legacy Partners Residential,
Silverpeak Real Estate Partners and Prudential Real Estate Advisors’ PRISA Il Fund
(“Assignee”).

IT IS RECOMMENDED THAT YOUR BOARD:

1. Consider the Mitigated Negative Declaration for the Mariners Bay Apartments
and Docks 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 that 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
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Declaration and Findings of Fact prepared in support of the Mitigated
Negative Declaration.

2. Approve and authorize the Mayor of the Board to sign the Option to Amend
Lease Agreement in substantially the form attached as Attachment A (“Option
Agreement”) for the Amended and Restated Lease Agreement, granting to
the lessee, upon fulfillment of stated conditions, the right to extend the term of
its existing ground lease on Parcel 28 (Mariners Bay) by 39 years.

3. Approve and authorize the Mayor of the Board (or the Chair, as applicable) to
execute, upon confirmation by the Director of the Department of Beaches and
Harbors (“Department”) that the lessee has fulfilled the option conditions,
three copies of each of the following: (a) Amended and Restated Lease in
substantially similar form to Exhibit A attached to the Option Agreement ; and
(b) a Memorandum of Lease as referenced in the Amended and Restated
Lease Agreement, in form approved by County Counsel and County’s outside
counsel.

4. Authorize the Director of the Department to execute and deliver
documentation to evidence the future assignment of the leasehold and the
Option Agreement to the Assignee (if consummated), and other ancillary
documentation (including, without limitation, a ground lease estoppel
certificate and consent to lease assignment) as required to facilitate the
assignment and the financing of the renovation work under the Amended and
Restated Lease Agreement.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Background

On October 9, 1978, your Board approved assignment of the Mariners Bay Apartments
and Docks (Parcel 28) to Existing Lessee. More recently, Existing Lessee entered into
negotiations with the Chief Executive Office and the Department of Beaches and
Harbors to extend the lease for 39 years, from its current February 28, 2022 expiration
date to February 28, 2061.

Upon exercise of the extension option, the lessee is required to spend no less than
$35.6 million to renovate the existing 379 apartment units. Within two (2) months after
the effective date of the Amended and Restated Lease, the lessee must commence
renovation of all landside improvements, including apartment interiors of the existing
units, building facades, interior and exterior common areas, landscaping, hardscape,
parking areas and promenade, and the two restroom buildings and other landside
facilities serving the marina improvements and complete construction thereof within 36
months thereafter. As additional public amenities, the lessee will add a bike storage
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facility and a community room for public use and will add a public pocket park on the
promenade.

The lessee must spend another $11.5 million to demolish and replace the waterside
improvements and commence construction of the new docks no later than six (6)
months after the completion of construction of the landside improvements and complete
construction thereof within 36 months thereafter.

The lessee will also pay an option fee of $100,000 upon grant of the Option. The County
percentage rent for apartment units will be increased to not less than 14.5% for the
entire term of the extended lease. Since the Marina del Rey Affordable Housing Policy
applies only to new development and redevelopment, and the proposed project is a
renovation, there are no obligations related to affordable housing.

Upon stabilization of rent (projected in 2019), County rents are projected to be $2.7
million per year under the Existing Lessee’s proposed renovation plan and $3.6 million
under Assignee’s proposed renovation plan, an increase of approximately $1.2 million
per year and $2.0 million per year respectively, over rents received from the parcel in
Fiscal Year 2013-2014 ($1.5 million).

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, recommends your Board's adoption of the Mitigated Negative
Declaration and Mitigation Monitoring Program (Attachment B). If adopted, the lessee
must thereafter obtain all regulatory approvals and exercise the option to extend the
lease term (“Option”) within 18 months following grant of the Option; however, if the
lessee is delayed in satisfying the conditions to the exercise of the option despite its
diligent efforts, then subject to the discretion of the Director and upon the lessee’s
payment of $25,000 to County, the lessee may be allowed an additional six (6) months
to obtain the regulatory approvals and exercise the Option.

The Department has obtained an appraisal confirming that the returns to the County
from the lease extension for Parcel 28, under both of the alternative renovation
proposals from Existing Lessee and Assignee, are equivalent to, or greater than, fair
market value.

Assignment of Leasehold and the Option Agreement

Existing Lessee and Assignee have entered into a purchase and sale agreement for the
sale to Assignee of the existing leasehold and, if the Option Agreement is approved,
assignment of the Option Agreement to Assignee. The Option Agreement presented for
your Board’s approval includes County’s pre-approval of such sale

The criteria used to approve or deny an assignment include the following: (a) the
financial condition of the assignee; (b) the price to be paid for the leasehold will not
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jeopardize the assignee’s ability to meet its obligations under the lease; and (c) the
experience and reputation of the assignee in the operation and management of similar
projects.

The Department's review of the proposed Assignee has found: (a) that Assignee is a
single purpose entity formed to acquire and own the Parcel 28 leasehold; and (b)
Assignee is a joint venture between Legacy Partners Residential, Silverpeak Real
Estate Partners and Prudential Real Estate Advisors’ PRISA Il Fund.

Legacy Partners Residential, a 46-year old, privately held real estate investment
management and development company, has developed and acquired nationally over
72,000 apartments units totaling approximately 70 million square feet with a total
capitalization in excess of $6 bilion. Today, Legacy owns and operates 62
communities, totaling 13,343 wunits. In Southern California, Legacy’s current
development portfolio consists of seven projects, with over 1,850 units, which
represents $725 million in development costs.

Silverpeak Real Estate Partners was formed in 2009 by the former managers of
Lehman Brothers’ real estate private equity business with approximately $9 billion of
total real estate assets under management and $3 billion of gross asset value acquired
with partners since 2010. Silverpeak has extensive investment and management
experience with multiple joint venture partners in real estate development projects
similar to the Mariners Bay development.

Prudential Real Estate Advisors’ PRISA Il Fund is an open-ended, commingled real
estate equity fund managed by Prudential Real Estate Investors (PREI), one of the
largest real estate investment managers in the world. As of December 31, 2013, PREI
had $55.7 billion in gross assets under management.

The Department has concluded that the proposed assignment meets the requirements
for County's approval under the existing Lease, and there is no legal basis upon which
County may withhold its approval.

If the Option Agreement is assigned to Assignee, the Director of the Department has the
right under the Option Agreement to require the delivery of a completion guaranty with
respect to the renovation work under the Amended and Restated Lease Agreement.

County Participation in Sale Proceeds

Under the terms of the Option Agreement, if the leasehold and the Option Agreement
are assigned to Assignee, the County is entitled to receive a participation share equal to
the greater of (a) 5% of the gross transfer proceeds (i.e., the sales price), or (b) 20% of
the net transfer proceeds (i.e., the sales price less the lessee’s basis and pre-
development, transaction and other related costs). If the sale is consummated, the sale
participation is currently expected to be approximately $8.7 million, representing 20% of
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the net transfer proceeds. The actual amount of County’s participation share will vary
depending in part upon the date of the closing of the transfer and the amount of Existing
Lessee’s pre-development and transaction expenses incurred in connection with the
assignment.

Implementation of Strategic Plan Goals

The recommended actions will continue implementation of the County policies that
facilitated proactive redevelopment of the parcel, which assists the County to achieve
fiscal sustainability (Strategic Plan Goal No. 1, Strategy No.1).

FISCAL IMPACT/FINANCING

The draft Amended and Restated Lease Agreement for the renovation of Parcel 28
reflects the County’s current market rate percentage rents for all relevant categories.
They will produce the following fiscal benefits to the County: 1) an option fee; and 2) an
estimated participation fee. Each component is discussed in detail 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 Agreement.

Participation Fee

Lessee shall pay County a participation fee as described in a prior section of this Board
letter if the leasehold interest is transferred to the Assignee. The sale participation fee is
currently expected to be approximately $8.7 million, representing 20% of the net
transfer proceeds. The actual amount of County's participation share will vary
depending in part upon the date of the closing of the transfer and the amount of Existing
Lessee’s pre-development and transaction expenses incurred in connection with the
assignment.

OPERATING BUDGET IMPACT

Upon your Board’'s approval of the Option, the Department’'s operating budget will
receive a one-time $100,000 option fee, which may be credited against the County’s
participation in the sale proceeds once those are realized. This revenue will be
accounted for as Fiscal Year 2014-15 one-time over-realized revenues, as it was not
included in the FY 2014-15 Final Adopted Budget.

If the Option Agreement and leasehold are transferred to Assignee, the Department will

receive approximately $8.7 million as the County’s participation in such transfer. The
Department of Beaches and Harbors’ operating budget will receive a payment of
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approximately $4.8 million that represents the County’s General Fund share of the
proceeds from the assignment. The $4.8 million was not included in the FY 2014-15
Final Adopted Budget; therefore it will be accounted for as over-realized revenue. The
remaining $3.9 million of the participation fee will be directed to the Marina ACO Fund to
continue to maintain and improve the public areas of the Marina and its infrastructure.

The assignment is anticipated to close in the first or second quarter of 2015.
Costs of the consultants involved in the assignment of the leasehold and the negotiation
and development of the Option Agreement and the Amended and Restated Lease
Agreement are being reimbursed by the Existing Lessee/Assignee on an ongoing basis,
but will be credited against the County’s share of the assignment proceeds.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The term of the existing lease for Parcel 28 commenced on May 4, 1962 and expires on
February 8, 2022.

The current improvements on Parcel 28 consist of 379 apartments, and a marina of 369
slips and 18 end ties. Parcel 28 contains approximately 9.5 acres of land and 13.1
acres of water area. The parcel is bordered by Marina Basin E to the north; Marina
Basin D to the south; the Del Rey Yacht Club (Parcel 30) to the east; and a County
parking lot (Parcels HS and NP) to the west.

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

At its meeting of January 14, 2015, the Small Craft Harbor Commission
the recommendation to approve the Option Agreement for Parcel
28 in the form attached. 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 effects of the project on noise and biological
resources. Prior to the release of the proposed Mitigated Negative Declaration ("MND")
and Initial Study for public review, revisions in the project were made or agreed to which
would avoid the significant effects or mitigate the effects to a point where clearly no
significant effects would occur.

The Initial Study showed that there is no substantial evidence, in light of the whole
record before the County, that the project, with mitigation measures, may have a
significant effect on the environment. Based on the Initial Study, an MND was prepared
for this project (Attachment B). The proposed Mitigation Monitoring and Reporting
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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.

The MND was circulated to the appropriate government agencies. Public Notice was
then published in The Argonaut on January 12, 2015, pursuant to Public Resources
Code section 21092, and posted, pursuant to section 21092.3. All comments received,
as well as necessary responses to the comments, are contained in the administrative
record.

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 the
County of Los Angeles Department of Regional Planning.

The project is not exempt from payment of a fee to the California Department of Fish
and Wildlife (“CDFW”) pursuant to section 711.4 of the Fish and Game Code to defray
the costs of fish and wildlife protection and management incurred by CDFW. Upon your
Board's adoption of the MND, the Department will file a Notice of Determination with the
Registrar-Recorder/County Clerk in accordance with section 21152(a) of the California
Public Resources Code, along with the Lessee's payment of the CDFW required filing
and processing fees in the amount of $2,256.25 ($2,181.25 for a Negative Declaration
or Mitigated Negative Declaration plus $75.00 processing fee).

CONTRACTING PROCESS

Existing Lessee acquired the leasehold interest through an assignment approved by
your Board on October 9, 1978. Existing Lessee recently entered into negotiations with
the Department to extend the lease term for Parcel 28. Upon Existing Lessee’s
demonstration that it has satisfied the conditions for exercise of the Option, including the
receipt of all discretionary planning and zoning land use entitlements and approvals
required to be obtained from governmental authorities for construction of the
development project associated with that Option, the Department will present to the
Executive Officer the final confirmation that the conditions for exercise contained in the
Option have been satisfied and will request execution of the Amended and Restated
Lease Agreement for Parcel 28 in a form substantially similar to Exhibit A attached to
the Option.

IMPACT ON CURRENT SERVICES (OR PROJECTYS)

There is no impact on other current services or projects.
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CONCLUSION

It is requested that the Executive Officer, Board of Supervisors send two original copies
of the executed Option Agreement and an adopted Board letter to the Department.
Should you have any questions please contact Don Geisinger at (310) 305-9506 or
dgeisinger@bh.lacounty.gov.

Respectfully submitted,

Gary Jones, Director
GJ:BL:dlg
Attachment

C: County Counsel

HOA.1122013.1 20849201.2



SUMMARY OF TERMS
PARCEL 28 - MARINERS BAY APARTMENTS & DOCKS
MARINA DEL REY, CA 90292

Lessee: Mariners Bay Company

Project:

1. Renovation of existing 379 apartments and all landside improvements, including
building facades, interior and exterior common area, landscaping, hardscaping,
parking areas, and promenade and the boater restrooms serving the marina.
Additional amenities include: i) refurbishment of a pocket park adjacent to Marina
(“Mothers”) Beach; ii) a “Bike Depot” for bike rentals; and c) a community room to
serve as informal meeting place for groups based at Mothers Beach. Landside
renovation to be completed within 36 months of the Effective Date of the Amended
and Restated Lease.

2. Demolition and replacement of existing docks no later than 6 months following the
completion of the landside improvements. Reconstruction of the new docks to be
completed 36 months after commencement of demolition of the existing docks.

Term: 39 year extension
o Current Expiration — 2/28/2022
o Proposed Expiration — 2/28/2061

Development Cost: Total construction costs (hard costs only) not less than $35.6 million
for landside improvements and $11.5 million hard construction costs only. Costs include: i)
$2.5 million for the pocket park refurbishment and promenade; ii) $20,000 for construction
of Bike Depot; and iii) $20,000 for construction of the community room.

Minimum Rent: Reset upon exercise of lease extension option, equal to 75% of the
average total rent paid for the first 3 years of the 3.5 year period prior to the exercise of the
lease extension option, but not less than the then existing annual square foot rental paid
under the existing Lease. Upon completion of construction of the Landside Improvements
(but no later than the Required Landside Improvements Completion Date) and continuing
for 3 years thereafter, the minimum annual rent shall be adjusted to equal the greater of: (A)
the prior minimum annual rent; or (B) 75% of the average total annual rent projected to be
payable by Lessee during the 3-year period described in this sentence. At the end of the
period described in the immediately preceding sentence and every three years thereafter
until each rent renegotiation date, and on each rent renegotiation date and every three
years thereafter, the minimum annual rent shall be adjusted to equal the greater of: (A) the
prior minimum annual rent; or (B) 75% of the average total annual rent received by the
County for the preceding 3 years.

Percentage Rent: 1) 14.5% for apartments; 2) 25% for boat slips; 3) 20% for parking; 4)
5% for cable/internet/satellite telecommunications; 5) 20% for dry storage of boats; 6) 12%




for office rentals; 7) 5% laundry/dry cleaning commissions; 8) 25% telephone/vending
commissions; 9) 5% for miscellaneous sales.

Rent renegotiation: On each 10" anniversary date of exercise of lease extension option,
provided, however, that the Minimum Annual Rent shall not be reduced below that
applicable immediately prior to the renegotiation date and the percentages for the
Percentage Rent categories set forth above shall not be reduced below those set forth
above.

Sinking Fund Requirement:

o Capital Improvement Fund: 1.5% of the annual total gross revenues to be
segregated into 2 sub-funds: i) landside sub-fund; and ii) docks sub-fund. Funding
for landside sub-fund to be paid monthly commencing upon substantial completion
of the landside improvements; funding for docks sub-fund to be paid monthly
commencing upon exercise of the option.

o Renovation Fund: 1.5% of annual total gross revenues derived from the landside
improvements is to be maintained until the re-positioning of the project 17-19 years
following substantial completion of the original landside improvement renovations.
Funding to be made annually and to commence in the sixth year following
substantial completion of the landside improvements.

Participation in Sales/Re-financing Proceeds:

e Sales: Greater of (A) 20% of Net Proceeds or (B) the lesser of (1) 5% of Gross
Proceeds or (2) 100% of the Net Proceeds.

e Refinance: 20% of net loan proceeds not invested or re-invested in leasehold (as
more particularly set forth in the amended and restated lease).

Affordable Housing Requirements: None

Parking: All required parking provided on site.
Misc: Non-binding provisions per Save Tara.

Proposed Approval of Assignee: We are requesting preapproval of a future assignment
from the existing lessee to Mariners Bay, LLC, a joint venture between Legacy Partners
Residential, Silver Peak Real Estate Partners, and Prudential Real Estate Advisors’ PRISA
Il Fund (collectively “Assignee”). The major economic difference between the existing
lessee’s and the Assignee’s proposals is that the existing lessee proposes to upgrade 54
units in one building to a premium level while Assignee proposes to upgrade the third floor
units in all the buildings to penthouse status (126 units). The difference in the “premium”
units provides the County with additional income.




DRAFT

Environmental Checklist Form (Initial Study)
County of Los Angeles, Department of Regional Planning

Project title: Mariner’s Bay Rehabilitation/ Project No. R2014-01775-(4)/ Case No.RENV201400135

Lead agency name and address: Los Angeles County, 320 West Temple Street, [.os Angeles, CA 90012

Contact Person and phone number: Anita Gutierrez, AICP, Special Projects Section, (213) 974-4813

Project sponsor’s name and address: Mariner’s Bay Company
9460 Wilshire Boulevard, Suite 420
Beverly Hills, CA 92012

Project location: Lease Parcel 28, 14000 Palawan Way, Marina del Rey, California 90292
APN: Thomas Guide: Page 671 |-7 and 672 A-7 USGS Quad- Venice

Gross Acreage: 18.6 acres (Total), 10.1 acres (water) 8.5 acres (Landside)

General plan designation: Marina del Rey LLocal Coastal Program

Community/Area wide Plan designation: Marina del Rey Specific Plan

Zoning: Marina del Rey lLand Use Plan: “Palawan/Beach Area” - Residential III edium-densi
residential) and Water with a Waterfront Overlay Zone.

Description of project: The proposed project is located on at 14000 Palawan Way in the unincorporated

community of Marina del Rey. The Mariner’s Bay Apartments and Marina (which contains a private
anchorage with 392 boat berthing spaces, of which 18 are end-ties) were constructed on the subject parcel in
1975. The subject parcel is approximately 18.64 acres in size (8.5 landside acres and 10.15 waterside acres)

and is leased by the Applicant (Mariner’s Bay Company) from the County of I.os Angeles. The proposed

project requires a ministerial Site Plan Review to authorize the Applicant’s rehabilitation of the 379-unit
existing apartment complex and associated site facilities/amenities over a 36-month period, beginning on or

about June 2015 and completion by approximately June 2018. The proposed project includes substantial
renovation of the apartment buildings’ interiors and exteriors, both private and public areas, waterfront

promenade, parking facilities and landscaped areas of the existing apartment complex. The subject site
(Parcel 28) is also subject to an Option to Amend Lease Agreement to be approved by the County Board of

Supervisors prior to initiation of the proposed rehab work at the site. The renovation project does not entail
any demolition or replacement of boat slips. The rehabilitation of the facility will require the removal of
approximately 8,000 cubic vards of debris (building materials removed from the structures as part of the
rehab as well as landscaping and hardscape, to include asphalt/paving and pedestrian walkways, etc.) and the

resurfacing of approximately 56,000 square feet of walkways/exterior common areas and drive aisles) with
hardscape material. The parking garages will be painted, new lighting will be installed, and new striping and
signage will be added. Per County Code, 952 parking spaces are required to service the uses to be provided
on the leasehold, as follows: 612 parking spaces to service the 379 existing residential units; 95 parking
spaces to service residents’ guests; and 212 parking spaces to service the proposed anchorage (to be

CC.011812
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developed on the waterside portion of the parcel on or before January 2019, and which would contain no

more than 353 boat slips). The Project will provide 979 parking spaces on-site, which exceeds County Code
parking requirements by 26 parking spaces.

The proposed project will include the following renovation items for the complex:

Apartment Building Fagade: The existing apartment buildings located on the project site will be stripped

of their current exterior facade. The exteriors of the buildings will be upgraded with engineered wood
product siding. The base of the buildings will be stucco with articulated reveals to provide a modular

appearance and give the lower levels a sense of scale for pedestrians. Accents of white granite wall panels are
used to break up the massing of the complex. The proposed rehabilitation also includes replacement of all

windows, sliding doors, and balcony decking; replacement of all exterior doors with marine galvanized

hollow metal doors; and the refinishing of all balconies with engineered wood floors and treated wooden
members with a glass and metal rail system.

The Apartment Building Individual Unit Interiors: All of the residential units located within the
complex will be fully renovated. The renovation will include installation of new bathrooms, kitchens,
flooring, and fixtures; installation of stacked washer and dryers; repair or replacement of existing waste
plumbing; installation of new copper water pipes; and electrical systems and technology infrastructure
upgrades (including installation of cable TV and CAT 5 wiring, installation of GFI-protected outlets,

installation of new copper plumbing lines. The renovation will install energy efficient devices including low-
flow toilets, dual-glazed windows and doors, low-flow faucets and showerheads, LED and fluorescent
lighting, and building insulation.

Apartment Building Interior Common Areas: The interior common areas of the existing apartment

buildings will be fully renovated, including installation of new carpeting, lighting and decorative finishes, and

fixtures.

Exterior Common Areas:

All exterior common areas of the existing complex will be completely renovated, to include: a new

hardscape and landscape; renovation of the existing gym/fitness center and men’s and women’s saunas;
renovation of the leasing office with new exterior integral color, high density concrete panels, upgraded

ADA elevators; new entry gates at the project driveways; new paving materials, fencing and landscaping in
the outdoor pool area; and installation of new landscaping, lighting, promenade paving, bulkhead railing,

entry drive pavers and NPDES/MS4-compliant drainage system. New landmark entry signage will include
lighting, and all new landscaping. An existing surface parking lot containing 34 parking spaces will be
removed to accommodate tenant amenities. Only minor grading may be necessary in conjunction with
removal of this surface parking lot. The removal of this lot will not result in a parking deficit per County
Code requirements for the subject parcel, because, as noted, with the proposed parking restriping, the site
will contain parking in excess of County Code requirements (Code requires 952 parking spaces whereas

approximately 979 parking spaces will be provided on-site). New amenities to be provided in this area will
include a small park containing bocce ball courts, semi-private seating for a bbq and a fire pit, and new
landscape with trees for shade. Along the south side of the site, a walkway will be added to the current

landscape to allow pedestrian access along the interior portion of the site, in proximity to the buildings. This

feature will provide residents improved access to the project’s amenities, including outdoor recreational
areas, bike depot and bike parking areas, the new park, leasing office, etc. The walkway will blend with

existing walkways to allow for a continuous and user-friendly connectivity around the entire site and to the
boat slips along the perimeter. Since the new walk is being integrated into the existing landscape, current
road, and traffic clearances will remain unaffected.
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Electrical Upgrade: The proposed project will include electrical upgrade to the entire complex.

The Applicant will upgrade the main panel to each building, the wiring to each unit and install new interior
panels.

The planned rehabilitation project will also include the installation of new apartment building roofs and

insulation, as required; replacement of all gutters, scuppers and other roof drainage; and the repair and/or
replacement of the existing hot water heating system.

The proposed landside renovation project does not entail any demolition or replacement of the existing
Mariner’s Bay anchorage, which is a private recreational boat anchorage containing 392 boat berthing
spaces, of which 18 are end ties, located on the waterside portion of the subject parcel. Pursuant to the
terms of the Option to Amend Lease Agreement for the subject Parcel 28, to be approved by the County
Board of Supervisors prior to initiation of the proposed rehab work at the site, the applicant will be
contractually obligated to the County to demolish the existing waterside anchorage and to construct a new
private boat anchorage on the waterside portion of the subject parcel on or before January 2019. While the
subject Initial Study review for the proposed landside rehabilitation project does not evaluate the future
redevelopment plans for the waterside anchorage facilities, the applicant will comply with all applicable laws

governing Marina development at the time of application for the new private boat anchorage on the

waterside portion of the subject parcel.

Surrounding land uses and setting: The project site is located within the unincorporated Los Angeles

County community of Marina del Rey. Specifically, the project site is located on Palawan Way, abutted by
Marina basin “E” to the north, Marina Parcel 30 (Del Rey Yacht Club) to the east, Marina Basin D to the

south. The site is currently developed with a 379-unit apartment complex located within seven three-story

buildings. Existing commercial uses include a yacht broker and a tennis pro. Parking occurs within partially
subterranean garages located under the apartment buildings. The site currently contains a total of 944
parking spaces, all of which parking is located within the two-level semi-subterranean parking garage located

at the base of the apartment units.

Other public agencies whose approval may be required (e.g., permits, financing approval, or
participation agreement):

Public Agency Approval Required

CC.011812

3/55



Major projects in the area:
Project/ Case No.

R2070-00669/
RENT7201000022

R2006-03647/
CDP200600008

R2006-03652/ CDP200600009

Description and Status

Parcels 42 and 43(APN No. 4224-008-900): Coastal Development Permit for
rehabilitation_of the Marina del Rey Hotel, an existing 154-room_hotel, and the
demolition and subsequent redevelopment of the hotel' s private boat anchorage.

Parcel 10R (APN No. 4224-003-900): Coastal Development Permit to authorize
the demolition of an existing 136 -unit apartment complex and the development of a
400-unit complex (including a total of 62 affordable housing units).

Parcel 14 (APN No. 4224-003-900): Coastal Development Permit to authorize the

1TR067861
CDP200600007

R2006-03643/ CDP200600006

demolition_of an_existing parking lot and the development of a 126-unit apartment

complex.

Parcel 9U, Northern Portion (APN No. 4224-002-900): Pending Coastal

Development Permit to anthorize the construction of a 19-story, 288-unit hotel with a
restanurant and other auxiliary facilities.

Parcel 9U, Southern Portion (APN No. 4224-002-900): Coastal Development

R2007-01480/
CDP200700001

R2005-04106/
CDP200500006

R2006-01510/
CDP200600002 &
CDP 20060003

R2009-00924/
RENT7200900055

R2009-00752/
PP201000954

R2008-02340/ CDP200800007

Permit to authorize the development of a public wetland and upland park.

Parcels 55, 56 and W (APN No. 4224-011-901): Pending Permit to authorize the
demolition_of Fisherman’s 1Village and all existing parking, landscaping, and

bardscaping, and the development of a new mixed-use commercial plaza and

multi=story parking structure.

Parcel 27R (APN No. 4224-005-906): 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.

Parcels 147 & 21 (APN No. 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; & 447-space parking structure, marine
commercial, and community park (Parcel 21)

Parcel 145R _(APN No. 4224-006-900): Interior and exterior renovation of the
existing 132-room Marina International Hotel (Under Construction)

Parcel 64 (APN No. 4224-011-901): Interior and exterior renovation of the
existing 224-unit Villa Venetia apartment complex. (Under Construction)

Papcels 52R (APN No. 4224-003-900): Coastal Development Permit to authorize

Project 98-134/ CDP 98-134

a_dyy stack boat storage facility, with capacity for 345 boats, along with appurtenant
office_space _and_customer lounge, 30 mast-up storage spaces, parking, and a new
Sheriff's Department/ L ifegnard Boatwright facility.

Parcel 15 (APN No. 4224-003-900): (Approved December 6, 2000) Replace

existing 288-unit apartment complex with a 585-unit apartment complex.
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R2072-00180/
RENT7201200026

Project Number
FCC00011786/CDP 5-13-1292

Papcels 95 & IIS (APN No. 4224-005-910): Demolition of three existing office-

retail structures to be replaced with two new commercial retail buildings, with
rebabilitation of existing restaurant.

Oxford Retention Basin Multi-Use Enbancement Project: The enhancement project
will increase flood protection, reduce runoff pollution, and inprove the guality of plant

Project Number R2013-01647-

and wildlife habitat within the facility.

Parcel 44 Project (APN No. 4224-008-901): Demolition of the existing mixed use

“)/CDP5-11-131

Project Number SCZ11631/CDP

building to be replaced with retail, restaurants, and a promenade with parking

facilities.

Veenice Dual Force Sewer: The construction/ operation of a 54-inch-diameter force

2014-00003

main_sewer line which will being at the 1 enice Pumping Plant, proceed east under the
Grand Canal along Marguesas Way, head southeast on 1'ia marina and continue
through a portion of the County’s parking lot 13.
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Reviewing Agencies:
Responsible Agencies

X] None

Regional Water Quality Control
Board:
[ ] Los Angeles Region
[ ] Lahontan Region
[ ] Army Corps of Engineers
[ ] Coastal Commission
[ ] State Department of
Conservation, Division of Oil,
Gas & Geothermal Resources

Trustee Agencies

[ ] None

X] State Dept. of Fish and

Wildlife

[ ] State Dept. of Parks and
Recreation

[ ] State Lands Commission

[ ] University of California
(Natural Land and Water
Reserves System)

Special Reviewing Agencies

[ ] None

Santa Monica Mountains

Conservancy

[ ] National Parks

[ ] City of Culver

[ City of Los Angeles Sanitation
Bureau

X South Coast Air Quality
Management District

[ ] City of Los Angeles

[ ] Coastal Commission

County Reviewing Agencies
X] DPW:

- 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

Regional Significance

|| None

[ ] SCAG Criteria

[ ] Air Quality

[ ] Water Resources

[ ] Santa Monica Mtns. Area

X] Fire Department

- Forestry, Environmental
Division

- Planning Division
- Land Development Unit
- Health Hazmat

X Sanitation District — Solid
Waste

X] Public Health/Environmental
Health Division: Toxics
Epidemiology Program
(Noise)

X Sheriff Department

X] Beaches and Harbors

[ ] Subdivision Committee

L]
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ENVIRONMENTAL FACTORS POTENTIALLY AFFECTED:

The environmental factors checked below would be potentially affected by this project.

[ ] Aesthetics [ ] Greenhouse Gas Emissions [] Population/Housing
[] Agriculture/Forest [ ] Hazards/Hazardous Materials [ ] Public Services

[ Air Quality [ Hydrology/Water Quality [ ] Recreation

Biological Resources [ ] Land Use/Planning [] Transportaton/ Traffic
[ ] Cultural Resources [ ] Mineral Resources [ ] Utilities/Services

[] Energy Noise Mandatory Findings
[] Geology/Soils of Significance

DETERMINATION: (To be completed by the Lead Department.)
On the basis of this initial evaluation:

] I find that the proposed project COULD NOT have a significant effect on the environment, and a
NEGATIVE DECLARATION will be prepared.

= I find that although the proposed project could have a slgmﬁcant effect on the environment, there
will not be a significant effect in this case because revisions in the project have been made by or
agreed to by the project proponent. A MITIGATED NEGATIVE DECLARATION will be
prepared.

] I find that the proposed project MAY have a significant effect on the environment, and an
ENVIRONMENTATL IMPACT REPORT is required.

] I find that the proposed project MAY have a "potentially significant impact" or "potentially
significant unless mitigated" impact on the environment, but at least one effect (1) has been
adequately analyzed in an eatlier document pursuant to applicable legal standards, and (2) has been
addressed by mitigation measures based on the eatlier analysis as described on attached sheets. An
ENVIRONMENTAL IMPACT REPORT is required, but it must analyze only the effects that
remain to be addressed.

L] I find that although the proposed project could have a significant effect on the environment,
because all potentially significant effects (1) have been analyzed adequately in an earlier EIR or
NEGATIVE DECLARATION pursuant to applicable standards, and (2) have been avoided or
mitigated pursuant to that earlier EIR ot NEGATIVE DECLARATION, including revisions ot
mitigation measutes that are imposed upon the proposed project, nothing further is required.

fieiite

Date

1)7/iE

ﬁg-rﬁure (Approved by‘j Date’
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EVALUATION OF ENVIRONMENTAL IMPACTS:

1)

2)

3)

)

5)

0)

7)

8)

A brief explanation is required for all answers except "No Impact" answers that are adequately
supported by the information sources the Lead Department cites in the parentheses following each
question. A "No Impact" answer is adequately supported if the referenced information sources show
that the impact simply does not apply to projects like the one involved (e.g., the project falls outside a
fault rupture zone). A "No Impact" answer should be explained where it is based on project-specific
factors as well as general standards (e.g., the project will not expose sensitive receptors to pollutants,
based on a project-specific screening analysis).

All answers must take account of the whole action involved, including off-site as well as on-site,
cumulative as well as project-level, indirect as well as direct, and construction as well as operational
impacts.

Once the Lead Department has determined that a particular physical impact may occur, then the
checklist answers must indicate whether the impact is potentially significant, less than significant with
mitigation, or less than significant. "Potentially Significant Impact” is appropriate if there is substantial
evidence that an effect may be significant. If there are one or more "Potentially Significant Impact"
entries when the determination is made, an EIR is required.

"Negative Declaration: Less Than Significant With Mitigation Incorporated”" applies where the
incorporation of mitigation measures has reduced an effect from "Potentially Significant Impact" to a
"Less Than Significant Impact." The lead agency must describe the mitigation measures, and briefly
explain how they reduce the effect to a less than significant level. (Mitigation measures from Section
XVII, "Earlier Analyses," may be cross-referenced.)

Earlier analyses may be used where, pursuant to the tiering, program EIR, or other CEQA processes,
an effect has been adequately analyzed in an eatlier EIR or negative declaration. (State CEQA Guidelines
§ 15063(c)(3)(D).) In this case, a brief discussion should identify the following:

a) Earlier Analysis Used. Identify and state where they are available for review.

b) Impacts Adequately Addressed. Identify which effects from the above checklist were within the
scope of, and adequately analyzed in, an earlier document pursuant to applicable legal standards,
and state whether such effects were addressed by mitigation measures based on the earlier analysis.

c) Mitigation Measures. For effects that are "Less than Significant with Mitigation Measures
Incorporated,” describe the mitigation measures which were incorporated or refined from the
earlier document and the extent to which they address site-specific conditions for the project.

Supporting Information Sources: A source list should be attached, and other sources used or

individuals contacted should be cited in the discussion.

The explanation of each issue should identify: the significance threshold, if any, used to evaluate each

question, and; mitigation measures identified, if any, to reduce the impact to less than significance.

Sources of thresholds include the County General Plan, other County planning documents, and County

ordinances. Some thresholds are unique to geographical locations.

Climate Change Impacts: When determining whether a project’s impacts are significant, the analysis

should consider, when relevant, the effects of future climate change on : (1) worsening hazardous

conditions that pose risks to the project’s inhabitants and structures (e.g., floods and wildfires), and (2)

worsening the project’s impacts on the environment (e.g., impacts on special status species and public
health).
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1. AESTHETICS

Less Than
Significant
Potentially  Impact with  Less Than
Significant ~ Mitigation  Significant  No
Impact Incorporated Impact Impact
Would the project:

a) Have a substantial adverse effect on a scenic vista? [] [] ] []

The project site is located on the northerly side of Palawan Way, which is not designated by the S'cenic Highway Element as a
scentc_highway. However, the Marina del Rey Iand Use Plan identifies land adjacent to the Main Channel as significant
vantage points within the Marina. Thus, the project site is considered a_significant vantage point and can be seen from
significant vantage points throughout the Marina. Becanse the project would not add beight or substantial building mass to
existing development, the existing viewshed to and from the project site would not be altered. The proposed project wonld improve
the overall aesthetic of the project site by upgrading the exterior and common areas visible from nearby areas. Impacts would be
less than significant. Further analysis on this topic is not required.

b) Be visible from or obstruct views from a regional [] [] B4 []
riding or hiking trail?

The project site is located in an established urbanized area with existing residential and parking structures. The project site is
not readsly visible from any regional hiking trail. Portions of the site are visible from the Marvin Brande Bicycle Path; however,
the project proposes no change in physical building footprint or height and would not further impede or change the existing views
from the bicycle path. And, as noted, the proposed project would improve the overall aesthetic of the project site by upgrading the
excterior and common areas visible from nearby areas. Impacts would be less than significant. Further analysis on this topic is

not required,

c) Substantially damage scenic resources, including, [] [] X []
but not limited to, trees, rock outcroppings, and
historic buildings within a state scenic highway?

The project site is currently developed with residential uses and_associated parking, and is located within an_urbanized
community of the County unincorporated Marina del Rey. The most sionificant qualities of the Marina del Rey area in terms of
visual resources are the waters within the small craft harbor, the boats, and boating related elements (e.., masts, sails, nioles,

slips, etc.).” These water-oriented aesthetic qualities are visible from the project site; however, the project proposes no change in
physical building footprint or beight, but does propose to substantially improve the design aesthetic of the existing apartment
complexc. Therefore, impacts would be less than significant and further analysis of this topic is not required.

d) Substantially degrade the existing visual character [] [] B4 []
or quality of the site and its surroundings because of

height, bulk, pattern, scale, character, or other

features?

The proposed_project includes the rebabilitation/ renovation of an_existing residential apartment complex. The proposed
rebabilitated residential structures are the same height and width as the existing structures, which are consistent with the height
limitations of the project site oning. The building would be of a_similar height and massing to the existing structures on the
project site. Moreover, the significant aesthetic design upgrades to the existing apartment complex that will result from the

T Tos Angeles County Local Coastal Program, Marina Del Rey Land Use Plan, February 8, 2012, pg. 9-1 through pg. 9-4.

CC.011812

9/55



proposed_project will serve to greatly improve the existing visual character and quality of the site. Therefore, impacts are
considered less than significant and further analysis is not required on this topic.

e) Create a new source of substantial shadows, light, [] [] X []
or glare which would adversely affect day or nighttime
views in the area?

T'he proposed project does not include the construction of additional floors to the rebabilitated buildings nor does it include an
tncrease of floor area or bulk. The buildings are located at a location where shadows that are cast due to the building beight
would be primarily on the Marina Basin E fo the north, which is the existing condition. Since the proposed project design would
not include a change in_building height or bulk, the shadows that would be cast with project implementation would remain the
same, and_curvently exist at the project site. Furthermore, the proposed project would include the rebabilitation of exterior
windows and glass doors, which would be designed to produce minimal glare as required by County Standards. Additionally,
the proposed project will include modern lighting features that would minimize impacts. As such, impacts are considered less
than significant and further analysis is not required on this topic.
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2. AGRICULTURE / FOREST

1n determining whether impacts to agricultural resources are significant environmental effects, lead agencies may refer to the California
Agricultural Land Evalnation and Site Assessment Model (1997) prepared by the California Department of Conservation as an optional
model to use in assessing impacts on agriculture and farmland. In determining whether impacts to forest resources, including timberland, are
significant environmental effects, lead agencies may refer to information compiled by the California Department of Forestry and Fire
Protection regarding the state’s inventory of forest land, including the Forest and Range Assessment Project and the Forest 1 egacy
Assessment project; and forest carbon measurement methodology provided in Forest Protocols adopted by the California Air Resources
Board.

Less Than
Significant
Potentially  Impact with  Less Than
Significant  Mitigation  Significant No
Impact Incorporated Impact Impact
Would the project:

a) Convert Prime Farmland, Unique Farmland, or [] [] [] B4
Farmland of Statewide Importance (Farmland), as

shown on the maps prepared pursuant to the

Farmland Mapping and Monitoring Program of the

California Resources Agency, to non-agricultural use?

The project site is not located in_an area that is designated as Prime Farmland, Unigue Farmland, or Farmland of Statewide
Importance pursuant to the Farmland Mapping and Monitoring Program of the California Department of Conservation. No
tpact would occur. Further analysis regarding this topic would not be required.

b) Conflict with existing zoning for agricultural use, [] [] [] ]
with a designated Agricultural Opportunity Area, or
with a Williamson Act contract?

The project site is located in the community of Marina del Rey, which is designated as Specific Plan Zone as oned under the
County of Los Angeles. Parcel 28's land use designations per the certified Marina del Rey I.ocal Coastal Program (certified
LCP) are Residential 11I-W aterfront Overlay Zone & Water. The project site does not have nor is it located near an area that
is_contracted under the Williamson Act. Therefore, no impacts would occur to agricultural land wuses or conflict with any
agricultural gones and further analysis on this topic is not required.

c) Conflict with existing zoning for, or cause rezoning [] [] [] B4
of, forest land (as defined in Public Resources Code §

12220 (g)), timberland (as defined in Public Resources

Code § 4526), or timberland zoned Timberland

Production (as defined in Government Code §

51104(g))?

The project site is located in the unincorporated community of Marina del Rey, which is designated as Specific Plan Zone as
zoned under the County of Los Angeles. Parcel 28's land use designations per the certified I CP are Residential I1I-W aterfront
Querlay Zone & Water. The project site is not located near or within an area that is 2oned as or for forestland or timberland.
Therefore, no impacts wonld occur and further analysis on this topic is not required.
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d) Result in the loss of forest land or conversion of [] [] [] B4
forest land to non-forest use?

The project site is located in the unincorporated community of Marina del Rey, and is within the Marina del Rey Specific Plan
area_pursuant to the County of Los Angeles Zoning Code. Parcel 28's land use designations per the certified I.CP are
Residential 11I-Waterfront Overlay Zone & Water. The project site is not located near or within an area that is oned as
forestland or timberland. Therefore, no impacts resulting from the loss of forestland would occur and further analysis on_this
topic is not required.

e) Involve other changes in the existing environment [] [] [] B4
which, due to their location or nature, could result in

conversion of Farmland, to non-agricultural use or

conversion of forest land to non-forest use?

The project site is located in the unincorporated community of Marina del Rey, a bighly urbanized area that is within the
Marina del Rey Specific Plan area pursuant to the County of 1os Angeles Zoning Code. The proposed project site does not
contain_agricultural farmland nor is it near an area of agricultural farmland. Therefore, implementation of the proposed project
would not convert farmland to non-agricultural land. No further analysis on this topic is required.
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3. AIR QUALITY

Where available, the significance criteria established by the applicable air quality management or air pollution control district
may be relied upon to make the following determinations.

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
Would the project:

a) Conflict with or obstruct implementation of [] [] X []
applicable air quality plans of either the South Coast

AQMD (SCAQMD) or the Antelope Valley AQMD

(AVAQMD)?

According to the SCAQMD CEQA Air Quality Handbook, a project would have a significant impact if it conflicts with
or delays implementation of the applicable Air Quality Management Plan (AQMP). A project is consistent if it meets the
following indjcators:

= The project will not result in an increase in the frequency or severity of existing air quality violations or cause or
contribute to new violations, or delay the timely attainment of air guality standards or the interim emissions reductions
specified in the AQMP;

»  The project will not exceed the assumptions in the AQMP in 2010 or increments based on the year of project
buildout.

As discussed later in this section, the proposed project would not exceed the sionificance thresholds for construction or the
operational emissions. In_addition, the project would not exceed the screening criteria for the localized significance thresholds.
Therefore, since the project would not exceed the thresholds, it would not increase in the frequency or severity of existing air
quality violations or cause or contribute to new violations, or delay the timely attainment of air guality standards or the interim
enissions reductions specifred in the AOMUP,

Consistency with the assumptions in the AQMP is established by demonstrating that the project is consistent with the land use
Dplan that was used to generate the growth forecast. The 2012 Air Quality Management Plan based its assumptions on growth
forecasts contained in the Southern California Association of Governments (SCAG) 2012 Regional Transportation Plan and
Sustainable Communities Strategy (2012 RTP/SCS).2 The 2012 RTP/SCS is based on growth assumptions through 2035
developed by each of the cities and counties in the SCAG region. The proposed project will not increase the number of dwelling
units or increase density on the project site, it includes a renovation and upgrade of an existing permitted use. Consequently, the
project wounld not result in an increase in population or vebicle trips form the project site. Therefore, the project would not cause
an_exceedance of the growth projections in the AQMP. Impacts would be less than significant.

2 South Coast Air Quality Management District, Final 2012 Air Quality Management Plan, (2013) 3-1.
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b) Violate any air quality standard or contribute [] [] B4 []
substantially to an existing or projected air quality
violation?

Construction Emissions

Air pollutant emissions of volatile reactive organic compounds (V'OCs), oxides of nitrogen (NO.), carbon monoxide (CO),
sulfur dioxide (8O,), respirable particulate matter less than 10 microns in diameter (PM10), and fine particulate matter less
than 2.5 microns in diameter (PM2.5) from the proposed project are estimated using the California Emissions Estimator
Model (CalEEMod).3 CalEEMod is a program that calenlates air pollutant emissions from land use sources and incorporates
the California Air Resources Board EMEAC2007 model for on-road vebicle emissions and the OFFROAD2007 model for
off-road vehicle emissions. The model also incorporates factors specific to the project region, such as vebicle fleet mixes. During
Dproject _construction, the model can analyze emissions that occur during different phases, such as grading and building
construction, concurrently or separately.

Construction_activities associated with the proposed project would occur in_phases over three years. For the purposes of the
modeling analysis, construction would occur from June 2015 to June 2018. The project site consists of seven separate three-story
buildings. Two-level, semi-subterranean parking garages are located at the base of the apartment units and provide parking for
944 vebicles. Al exterior common areas of the existing complex: will be completely renovated, to include: new hardscape and
landscape and outdoor resident amenity park space; renovation of the existing gym/ fitness center and men’s and women’s
saunas; renovation of the leasing office with new exterior integral color, high density concrete panels, upgraded AD.A elevators in
each of the buildings: new entry gates at the project driveways; new paving materials, fencing and landscaping in the ountdoor pool
area; restriping of the existing parking areas to provide approximately 979 parking spaces (which exceeds County Code
requirements for same); and installation of new landscaping, lighting, promenade paving, bulkhead railing, entry drive pavers
and NPDES /| MS4-compliant drainage system. According to information obtained from the project applicant, the project
structures are anticipated to be renovated sequentially, with each building taking approximately five months. An estimated
8,000 cubic yards of debris will be created during renovation and construction, as well as the repaving of approximately 56,000
square feet of asphalt or pervious material. A single CalbEEMod run was performed, which represents one of four project
phases. The remaining three phases would include similar construction activities and would result in_similar emissions. The
excception would be grading emissions, (associated with only minor grading related to removal of the surface parking lot) which
were all included in the first phase and therefore would not be included in subsequent phases.

Site-specific or project-specific data were used in the CalEEMod model where available. The number and types of construction

equipment, vendor trips (e.g., transport of building materials), and worker trips were based on values provided in_the
CalEEEMod model. Construction emissions would be generated from the use of mobile equipment and motor vebicles and the
application_of architectural coatings and paving materials. The results of the analysis are shown in Table 1, Estimated
Construction Emissions. As indicated below, emissions wonld not excceed the SCAOMD’s sionificance thresholds during
construction and impacts wonld be less than significant.

3 South Coast Air Quality Management District, “CalEEMod, Version 2011.1.1,” http:/ /www.caleemod.com/.

CC.011812

14/55



Table 1
Estimated Construction Emissions

Maximum Emissions in Pounds per Day
Construction Year VOC NOx co SOx PM10 PM2.5

2015 1.57 32.03 25.25 0.04 1.07 0.92
2016 17.33 81.78 89.35 0.15 6.84 3.69
2017 15.19 49.10 61.54 0.11 5.76 2.75
2018 13.45 28.84 41.39 0.08 4.93 2.05
Maximum pounds per day: 17.33 81.78 89.35 0.15 6.84 3.69
SCAQMD Threshold: 75 100 550 150 150 55

Exceeds Threshold? NO NO NO NO NO NO

Source: Impact Sciences, Inc., (2013). Emissions calculations are provided in Appendix 1.
Note: Totals in table may not appear to add exactly due to rounding in the computer model calculations.

Operational Emissions

The proposed project wonld not result in_an increase in_project related traffic, population, or residential units. Therefore, the
proposed project wonld not result in_an increase in_existing operational emissions. The average daily trips associated with the
project would remain substantially the same as the existing average daily trips. Therefore, the proposed project would not result
in_an_incremental increase in mobile source emissions. As part of the renovation, the project would upgrade the lighting fixctures
and appliances to energy efficient models. This would result in a net reduction in stationary and area source emissions compared
to the existing site. Based on this, the net operational emissions associated with complete buildout and operation of the project
would not exceed the SCAQMD's significance thresholds during operation. Therefore, operational emissions are considered less
than significant. No further analysis of this topic is required.

c) Result in a cumulatively considerable net increase [] [] X []
of any criteria pollutant for which the project region is

non-attainment under an applicable federal or state

ambient air quality standard (including releasing

emissions which exceed quantitative thresholds for

ozone precursors)?

According to the SCAQMD CEQA Air Quality Handbook, projects that are within the emission thresholds identified
above should be considered less than significant on_a_cumulative basis unless there is _other pertinent information to the

contrary.* As previously discussed, the project would not exceed the construction or operational project-level thresholds. Thus, the
project would not result in a cumulatively considerable net increase in emissions and impacts would be less than significant.

d) Expose sensitive receptors to substantial pollutant [] [] 4 []
concentrations?

Localized Significance Thresholds Analysis

The SCAQMD recommends that the potential localized impacts be evaluated on the ambient air concentrations due to on-site
construction_emissions_of NOy, CO, PM10, and PM2.5. The SCAQMD Final Localized Significance Threshold

4 South Coast Air Quality Management District, CEQ.A Air Quality Handbook, (1993) 9-12.
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Methodology (ST Methodology) includes screening tables that can be wused to determine the maximum allowable daily
emissions that would satisfy the ISTs (i.e., not cause an exceedance of the applicable concentration limits). The allowable
emission rates depend on (1) the Source Receptor Area (SRA) in which the project is located, (2) the sige of the project site, and
(3) 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 SRA 2 (Northwest 1.os Angeles County Coastal). The total project
site is 22.6 acres, with 13.1 landside acres. Each construction phase would renovate an area of approximately 1.87 acres. The
nearest sensitive receptors would be potentially located in the apartments immediately adjacent to the project site, within 25
wmeters of the project boundary. According to the LST Methodology, “projects with boundaries located closer than 25 meters to
the nearest receptor should use the ISTs for receptors located at 25 meters.” The thresholds are based on a 25-meter distance
and a 1-acre project site, which provides for a conservative analysis. The 1.STs for the proposed project are shown in Table 2,
Localized Significance Thresholds Analysis during Construction, and are compared with the maximum daily
On-Site CONSITHUCIION enissions.

Table 2
Localized Significance Thresholds Analysis During Construction

Maximum
On-Site Emissions! | LST Thresholds?> | Exceeds
Pollutant (Pounds per day) | (Pounds per day) LST?
Nitrogen Oxides (NOx) 31.84 103 NO
Carbon Monoxide (CO) 23.99 562 NO
Respirable Particulate Matter (PMzo) 2.45 4 NO
Fine Particulate Matter (PM2.5) 2.23 3 NO

Source: Impact Sciences, Inc., (2013). Emissions calculations are provided in Appendix 1.
1 PMio and PMas emissions reflect compliance with SCAQMD Rule 403 (Fugitive Dust).
2 South Coast Air Quality Management District, Final Localized Significance Threshold Methodology, (2008).

The project would not result in_an_incremental increase in_operational emissions. Therefore, an 1.ST analysis for on-site
operational emissions s not required. Therefore, construction and operation of the project wonld generate incremental on-site
emissions that are less than the site-specific localized significance thresholds. Therefore the project wonld have a less than
significant impact on localized air quality.

1t should be noted that the US Environmental Protection Agency (EPA) promulgated a new 1-hour National Ambient Air
Quality Standard (NAAQS) for nitrogen dioxide (INQ,). The new 1-hour standard is 100 parts per billion (ppb) (188
miicrograms per cubic meter jug/n’]) and went into effect on April 12, 2010. Compliance with the standard is determined on
a_statistical basis (i.e., the three-year average of the 98"-percentile of the annual distribution of daily maximum 1-honr
concentrations). The US EPA also retained the existing annual average standard of 53 ppb (100 ug/n7’). The ST analysis
should be based on the most stringent ambient air quality standards in effect. Prior to the new US EPA standard, the 1-hour
Caltfornia Ambient Air Quality Standard (CAAQS) for nitrogen dioxide (NO,) was the most stringent standard at 180
ppb. The SCAQMD screening tables for NO, are based on the 1-hour CAAQS. The SCAQMD has not revised the IST
screening tables to corvespond to the new US EPA 1-hour NO, standard. However, as shown in Table 2, the NO,
ennissions are less than 15 percent of the previous threshold. Given that the project’s NO_emissions are well under the previous
threshold, the project wonld not exceed the new US EPA 1-hour NO, standard at nearby sensitive receptors.

5 South Coast Air Quality Management District, Final Localized Significance Threshold Methodology, (2008).
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Operational CO “Hotspots” Analysis

Emissions associated with the proposed project would primarily be generated by motor vebicles visiting the site. Traffic congested
roadways and intersections have the potential to generate localized high levels of carbon monoxide (CO). I ocalized areas where
ambient concentrations exceed state and/ or federal standards are termed CO “hotspots.” Such hot spots are defined as locations
where_the ambient CO concentrations exceed the state or federal ambient air quality standards. CO is produced in greatest
quantities from vebicle combustion and is usually concentrated at or near ground level because it does not readily disperse into the
atmosphere. As a result, potential air guality impacts to_sensitive receptors are assessed through an_analysis of localized CO
concentrations. Areas of vebicle congestion have the potential to create CO hotspots that exceed the state ambient air guality 1-
bour standard of 20 ppm or the 8-hour standard of 9.0 ppm. The federal levels are less stringent than the state standards and
are based on 1- and 8-hour standards of 35 and 9 ppm, respectively. Thus, an exceedance condition wonld occur based on the
State standards prior to exceedance of the federal standard. The project does not propose the addition of new residential units or
the extension of its existing facilities and therefore would not increase vebicles traveled to and from the site. Therefore, the
proposed project wonld not canse an incremental increase in CO hotspots and would be less than significant with respect to this
criterion.

Toxic Air Contaminants

The residential land uses associated with the proposed project are not anticipated fo emit toxic air contaminants (I'ACs) 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 residential land uses may include household solvents and cleaners and motor vebicle emissions.
However, residences do not typically generate TAC emissions in qguantities that would exceed the SCAQMD thresholds.
Accordingly, no significant impacts with respect to the criteria listed above are expected to occur.

Motor vehicles emit TACs which contain carcinogens such as diesel particulate matter from trucks, and benzene and 1,3-
butadiene from passenger vebicles. Concentrations of these TACs are reduced with increasing distance. The California Air
Resources Board (CARB) Air Quality and 1.and Use Handbook recommends that lead agencies, where possible, avoid
locating new sensitive land uses within 500 feet of a freeway, urban roads with 100,000 vebicles per day, or rural roads with
50,000 vebicles per day.® Regional access to the project is provided by California State Route 1 (Pacific Coast Highway)
located approxcimately 1,500 feet to the northeast of the project, Highway 90 (Marina Del Rey Freeway) located approximately
2,135 feet to the northeast of the project, Highway 405 (San Diego Freeway) approximately 14,600 feet to the east of the
project, and Interstate 10 (Santa Monica Freeway) approximately 17,500 feet to the northwest of the project. While the
proposed project is not a new sensitive land use, it is consistent with CARB'’s recommendations, as described above. Therefore,
the project will not expose sensitive receptors to high TAC concentrations and is considered to have a less than significant

wnpact.

The project would comply with SCAQMD Rule 1403 (Asbestos Emissions from Demolition/ Renovation Activities), which
requires owners and operators of any demolition or renovation activity to implement work practice requirements to limit asbestos
emissions from building demolition and renovation activities, including the removal and associated disturbance of asbestos-
containing materials. Compliance with the provisions of this rule would ensure no impacts would occur from any asbestos-
containing materials.

0 California Air Resources Board, Air Quality and Land Use Handbook, (2005) 4.
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e) Create objectionable odors affecting a substantial [] [] B4 []
number of people?

The proposed project consists of renovating the existing land uses and wonld not develop new land uses. The residential land uses
associated with the proposed project are not expected to canse odor nuisances, dust, and hazardous emissions. Construction of the
project is temporary and is not expected to cause an odor nuisance. Additionally, the adjacent land uses are such that the project
residents would not be subject to substantial sources of objectionable odors from any surrounding land wuses. Therefore, the
proposed project would not have a_significant impact on_air quality with respect to this criterion. No further analysis of is

required.
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4. BIOLOGICAL RESOURCES

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
Would the project:

a) Have a substantial adverse effect, either directly or [] ] [] []
through habitat modifications, on any species

identified as a candidate, sensitive, or special status

species in local or regional plans, policies, or

regulations, or by the California Department of Fish

and Wildlife (CDFW) or US Fish and Wildlife Service

(USFWS)?

The project site is currently developed with apartment buildings, associated parking, an outdoor pool and tennis courts, and
bardscaped and ornamentally landscaped areas, without any sensitive natural babitat areas. The landside parcel contains no
babitat areas that may support any federally or state-listed Endangered or Threatened species, such as the least tern that may
oceur at Venice Beach or foraging over the marina waters. The project site may provide nesting habitat for sensitive bird species
in_areas that may be affected by project construction or infrastructure improvements; however, the proposed project would not
bhave a_substantial adverse effect to a species regulated by the California Department of Fish and Wildlife or the US Fish and
Wildlife Service. There is a possibility that special-status birds could establish nests in the landscape trees within or adjacent to
the project site that may affect the breeding success for those species. Applicant’s mandatory compliance with all applicable
provisions contained in I.CP Policy Nos. 23 (Marina del Rey Tree Pruning and Tree Removal Policy), and 34 (Marina del
Rey I easehold Tree Pruning and Tree Removal Policy), as well as mitigation measures recommended within the I.CP to
minimize impacts to_special-status biological resources (contained within “Biological Report & Construction Monitoring
Reguirements”) (BIOTA 1) will reduce this potential impact to bird species to a less than significant level. Therefore, no further
analysis would be required on this topic with the adoption of the recommended mitigation measure.

b) Have a substantial adverse effect on any sensitive [] ] [] []
natural communities (e.g., riparian habitat, coastal

sage scrub, oak woodlands, non-jurisdictional

wetlands) identified in local or regional plans, policies,

regulations or by CDFW or USFWS?

Al renovation activities associated with the proposed project would occur on the landside parcel. The project site is urbanized
and does not contain any sensitive natural communities—such as wetlands, oak woodlands or riparian babitat—identified in
local or regional plans, policies, regulations, or by CDEW or USEFW'S. Moreover, there are no known “important biological
resources” located on the subject property, as defined in the certified 1.ocal Coastal Program for Marina del Rey. Therefore, no
further analysis would be required on this topic. However, as noted, there is a possibility that special-status birds could establish
nests_in_the landscape trees within or adjacent to the project site that many affect the breeding success for those species.
Applicant’s mandatory compliance with all applicable provisions contained in I.CP Policy Nos. 23 (Marina del Rey Tree
Pruning and Tree Removal Policy), and 34 (Marina del Rey I easehold Tree Pruning and Tree Removal Policy), as well as
itigation measures recommended to minimige impacts to special-status biological resources (contained within “Biological Report
& Construction Monitoring Reguirements”) (BIOTA 1) will reduce this potential impact to special-status bird species to a less
than_significant level, Therefore, no further analysis would be required on_this topic with the adoption of the recommended
mitigation measure.

CC.011812

19/55



c) Have a substantial adverse effect on federally or [] [] [] B4
state protected wetlands (including, but not limited to,

marshes, vernal pools, coastal wetlands, and

drainages) or waters of the United States, as defined

by § 404 of the federal Clean Water Act or California

Fish & Game code § 1600, et seq. through direct

removal, filling, hydrological interruption, or other

means?

The project site is currently developed. All renovation activities wonld occur on the landside portion of the parcel which and does
not contain wetlands, vernal pools, natural drainage courses, or waters of the United States. Since the project site does not have
any natural jurisdictional habitat areas that can be affected, removed, or filled by construction, fire clearance, or flood related
mprovements, there would be no impacts. Therefore, no further analysis would be required on this topic.

d) Interfere substantially with the movement of any [] B4 [] []
native resident or migratory fish or wildlife species or

with established native resident or migratory wildlife

corridors, or impede the use of native wildlife nursery

sites?

The project site is not adjacent to or located in a wildlife corridor, nor is it adjacent to an open space linkage. As noted, the
project does not involve any waterside construction or other work within the small craft harbor. The above discussion regarding
potential impacts associated with renovation and redevelopment of the project site to nesting and roosting birds such as the Great
Blue Heron, Black-crowned Night Heron, Double-crested Cormorant, and the Great Egret conclude that these may be
itigated to a less than significant level with the adoption of the recommended mitigation measure (BIOTA 1). Impacts to
nesting birds would be less than significant with mitigation and no further analysis would be required. In addition, there wonld
be no impact on wildlife movement corridors.

e) Convert oak woodlands (as defined by the state, oak [] [] [] X
woodlands are oak stands with greater than 10%

canopy cover with oaks at least 5 inch in diameter

measured at 4.5 feet above mean natural grade) or

otherwise contain oak or other unique native trees

(junipers, Joshuas, Southern California black walnut,

etc.)?

T'he project site contains no bhabitat areas that support oak woodlands and no native trees occur on the project site. Therefore, no
oak _resources wonld be impacted and no further analysis is required.
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f) Conflict with any local policies or ordinances ] [] X []
protecting biological resources, including Wildflower

Reserve Areas (L.A. County Code, Title 12, Ch. 12.36),

the Los Angeles County Oak Tree Ordinance (L.A.

County Code, Title 22, Ch. 22.56, Part 16), the

Significant Ecological Areas (SEAs) (L.A. County

Code, Title 22, § 22.56.215), and Sensitive

Environmental Resource Areas (SERAs) (L.A. County

Code, Title 22, Ch. 22.44, Part 6)?

The subject property has been developed for many years with an apartment complex and is located in_an urbanized setting
within_the state-designated Coastal Zone. The project site is not located within a designated SEA, coastal Sensitive
Environmental Resource Area (“SERA” or “BESHA”). The closest SEA to the project site is the Ballona Creek SEA,
located approximately 1 mile southeast of the project site. Because the project site is not located within or adjacent to an SEA or
SERA, no impacts would occur from implementation of the proposed project. Moreover, there are no known “important
biological resources” located on the subject property, as defined in the certified I ocal Coastal Program for Marina del Rey. As
noted in the response to item 4(a) above, there is a possibility that special-status birds could establish nests in the landscape trees
within_or adjacent to the project site that many affect the breeding success for those species; however, Applicant’s mandatory
compliance with all applicable provisions contained in I.CP Policy Nos. 23 (Marina del Rey Tree Pruning and Tree Removal
Policy), and 34 (Marina del Rey Leasehold Tree Pruning and Tree Removal Policy), as well as mitigation measures
recommended to minimize impacts to special-status biological resources (contained within “Biological Report & Construction
Monitoring Reguirements”) (BIOTA 1) will reduce this potential impact to bird species to a less than significant level.
Therefore, no further analysis would be required on this topic as the Applicant will comply with all applicable policies.

g) Conflict with the provisions of an adopted state, [] [] [] X
regional, or local habitat conservation plan?

As described above, mitigation measures will be imposed to ensure potential project impacts to nesting birds are reduced to a less
than significant level. The proposed project would not conflict with any adopted state, regional, or local habitat conservation plan,
as none exist in the project vicinity. Therefore, the proposed project would not conflict with provisions of any habitat conservation
plan_and no further analysis is required.

MITIGATION MEASURES:

BIOTA-1: Prior to_and during all project-related construction activities, Applicant shall stricthy comply with all
applicable provisions contained in Policy Nos. 23 (Marina del Rey Tree Pruning and Tree Removal Policy)
and 34 (Marina del Rey I easehold Tree Pruning and Tree Removal Policy) as well as mitisation measures
recommended to minimize impacts to special-status biological resources (contained within “Biological Report
& Construction Monitoring Requirements”) of the certified I CP,
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5. CULTURAL RESOURCES

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
Would the project:

a) Cause a substantial adverse change in the [] [] [] ]
significance of a historical resource as defined in
CEQA Guidelines § 15064.5?

The proposed project site does not contain known bistoric structures and is not considered a historic site according to of the Office
of Historic Preservation website.” Furthermore, the Marina del Rey Land Use Plan does not identify any known historical
structures or sites within the community of Marina Del Rey.® Therefore, implementation of the proposed project site would not
include renovation of a bistoric structure or historic site. As such, the proposed project wonld have no impact on bistorical
resources and no _further analysis is required.

b) Cause a substantial adverse change in the [] [] [] ]
significance of an archaeological resource pursuant to
CEQA Guidelines § 15064.5?

The proposed project site is located in an area of Marina del Rey that is currently developed and has been developed for the past
40 years;: as noted, the project proposes rehabilitation of an existing apartment complex and its appurtenant landside facilities
and does not involve demolition of the existing apartments or significant landform excavation or grading. The proposed project
site does not contain known_archaeological resources, drainage courses, springs, knolls, rock outcroppings, or oak trees that
indicate potential archaeological sensitivity. The closest area containing known_archaeological resources is the Ballona Creek
Watershed area, approximately 1 mile from the project site, where remnants of past human activity have been located. Any
resources on Marina del Rey land already altered or designated for development have been or have already been impacted. The
proposed project wonld have no impact on archaeological resources and no further analysis is required.

c) Directly or indirectly destroy a unique [] [] [] X
paleontological resource or site or unique geologic

feature, or contain rock formations indicating

potential paleontological resources?

The proposed project site is _currently developed with a 379-unit residential apartment complex. As described above, the
proposed project site has been urbanized over the past 40 years and the likelihood of paleontological resonrces existing under the
project site is limited. The proposed project would involve limited debris removal (i.e., removal and replacement of exterior
bardscape and some of the existing landscaping) on_site with no unique geologic feature. Additionally, the project site is not
adjacent to_any unigue geologic features. Since the proposed project would not directly or indirectly destroy a unigue
paleontological resource or site or unigue geologic feature there wonld be no impacts. Further analysis on this topic would not be

required.

Office of Historic Preservation, California State Parks, California Historical Resources,
http://ohp.parks.ca.gov/listedresoutrces/ Accessed November 11, 2013.

8  Los Angeles County Local Coastal Program, Marina Del Rey Land Use Plan, February 8, 2012, pg. 7-1 through
pg. 7-3.
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d) Disturb any human remains, including those [] [] [] ]
interred outside of formal cemeteties?

The proposed apartment rebabilitation project does not propose any significant earth excavation or landform alteration, and the
subject property's earth is comprised of fill material imported to the site during Marina del Rey's construction in the early
1960s; as such, human remains are not present on the site. The proposed project would thus have no impact on human remains
and no further analysis is required.
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6. ENERGY

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
Would the project:

a) Conflict with Los Angeles County Green Building [] [] ] []
Ordinance (L.A. County Code Title 22, Ch. 22.52, Part

20 and Title 21, § 21.24.440) or Drought Tolerant

Landscaping Ordinance (L.A. County Code, Title 21, §

21.24.430 and Title 22, Ch. 22.52, Part 21)?

As a rehabilitation of existing apartment facilities with no new floor area expansion being proposed, the proposed project is
excenpt from the County's Green Building Ordinance. Project landscaping installed as part of the project will be compliant with
the County's Dronght Tolerant Iandscaping Ordinance. Further, the project would be developed in compliance with all state
and _local regulations related to energy conservation. Therefore, impacts are considered less than significant and additional
analysis is not required.

b) Involve the inefficient use of energy resources (see [] [] [] X
Appendix F of the CEQA Guidelines)?

The project site is currently served by Southern California Edison for its electrical needs. The existing residential uses on_the
broject site are currently outdated with respect to _energy reduction resources within its design. Rebabilitation of the Parcel 28
structures would include installation of eneroy efficient devices such as, low-flow toilets, dual-glazed windows and doors, low-flow

fancets and showerbeads, LED and fluorescent lighting, and building insulation. This would reduce the net amount of energy

that the proposed project wonld require, compared to existing conditions.
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7. GEOLOGY AND SOILS

Less Than

Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No

Impact Incorporated  Impact Impact
Would the project:
a) Expose people or structures to potential substantial
adverse effects, including the risk of loss, injury, or
death involving:
i) Rupture of a known earthquake fault, as [] [] ] []

delineated on the most recent Alquist-Priolo
Earthquake Fault Zoning Map issued by the State
Geologist for the area or based on other substantial
evidence of a known active fault trace? Refer to
Division of Mines and Geology Special Publication
42.

As noted, the proposed project involyes the rehabilitation/ renovation of an existing apartment complex; construction of new
buildings is not proposed. The proposed project site is located in Southern Caltfornia, which is considered an active seismic area;
bowever, the proposed project is not located in_an active or potentially active fault zone or Alguist-Priolo Earthguake Fault

Zone.2 Moreover, during the plan check process, the proposed project will be required to comply with all applicable seismic
engineering standards enforced by I.A County Division of Building and Safety, as applicable. Since the proposed project is not
located in an active or potentially active fault zone or Alguist-Priok Earthguake Fanlt Zone and the project will be subject to
the County's applicable seismic engineering standards, impacts would be less than significant, and no further analysis wonld be

required.

ii) Strong seismic ground shaking? [] [] X []

The proposed project involyes the rehabilitation/ renovation of an existing apartment complex: construction of new structures is
not proposed. The proposed project site is located in Southern California, which is considered an active seismic area; however, the

proposed project is not located in_an active or potentially active fanlt zone or Alguist-Priolo Earthquake Fault Zone 19
Moreover, during the plan check process, the proposed project will be required to comply with all applicable seismic engineering
standards_enforced by 1.A County Division of Building and Safety, as applicable; potential impacts associated with strong
seismic ground shaking would thus be less than significant and no additional analysis is required on this topic.

iii) Seismic-related ground failure, including [] [] B4 []
liquefaction and lateral spreading?

The_proposed project site_is located in_an_area that has been_designated as a_liquefiable area.l! Furthermore, the proposed

project is located within an_area having a high groundwater level. 12 As noted, the proposed project involves rebabilitation of

9 County of Los Angeles, Department of Regional Planning, Marina Del Rey Land Use Plan, February 8, 2012,
pg. 10-2.

10 County of Los Angeles, Department of Regional Planning, Matina Del Rey Land Use Plan, February 8, 2012,
pg. 10-2.

1 County of Los Angeles, Department of Regional Planning, County of Los Angeles General Plan, Safety Element, Plate 4,
Liquefaction Susceptibility.
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existing 379-unit residential apartment complex: no expansion of the exiting floor area is being proposed. If required by the
Los Angeles County Department of Public Works (DPW) as part of the normal building permit plan check process, the
applicant would submit a_geotechnical report to DPW to assess liguefaction potential at the site and assign appropriate
structural engineering measures to_address any such threat. Impacts are thus considered less than significant and no further
analysis of this topic is required.

iv) Landslides? [] [] [] X

The proposed project site is located on land that is topographically flat. There are no bills, mounds, or mountains located on the
proposed project site. Furthermore, the surrounding area of the project site is topographically flat as well. The proposed project is
not located in_an area containing a major landslide; therefore, there would be no impacts, and no further analysis wonld be

required.

b) Result in substantial soil erosion or the loss of [] [] ] []
topsoil?

The proposed project site is located on land that is topographically flat. There are no hills, mounds, or mountains located on the
proposed project site. Furthermore, the surrounding area of the project site is topographically flat as well. The proposed project is
currently developed with parking and residential structures. An adequate drainage system currently exists on the project site,
and only minimal site excavation is proposed (associated with removal of existing landscape and hardscape on the site and to
re-level the complex's main entry driveway); since the proposed project site is currently developed with non-permeable surfaces and
would remain_so developed after the proposed rebabilitation project, and the project involves only minimal site excavation, the
project site would not be subject to high erosion. Because the proposed project is not located in an area containing easily erodible
sol, impacts are considered less than significant, and no further analysis is required.

c) Be located on a geologic unit or soil that is [] [] 4 []
unstable, or that would become unstable as a result of

the project, and potentially result in on- or off-site

landslide, lateral spreading, subsidence, liquefaction

or collapse?

The proposed project site is located in an area that has been designated as a liguefiable area (State of California Seismic
Hazards Zone Map — Venice Quad). Furthermore, the proposed project is located within an area having a high groundwater
level, As noted, the proposed project involyes the rebabilitation/ renovation of an existing apartment residential facility. No new
structures are being proposed. If required by DPW as part of the normal building permit plan check process, the applicant
would submit a geotechnical report to DPW to determine whether liguefaction and/ or groundwater level could pose a threat to
the project site_and_assign_appropriate structural engineering measures addressing_any such threat. As such, impacts are
considered less than significant and no additional analysis is warranted.

d) Be located on expansive soil, as defined in Table [] [] [] ]
18-1-B of the Uniform Building Code (1994), creating
substantial risks to life or property?

The project site is not located on expansive soil, as defined in Table 18-1-B of the Uniform Building Code (1994). As such,
the proposed project (which involves the renovation/ rebabilitation of existing facilities with new floor area expansion), wonld not
create a substantial risk to life or property on these grounds; no additional analysis is required.

12 County of Los Angeles, Department of Regional Planning, County of Los Angeles General Plan, Safety Element, Plate 3,

Shallow and Perched Groundwater.
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e) Have soils incapable of adequately supporting the [] [] [] ]
use of onsite wastewater treatment systems where
sewers are not available for the disposal of wastewater?

The proposed project does not include the use of a septic system as sanitary sewers are used in the project area. Wastewater
generated at the project site is collected and conveyed by a sewer system owned and operated by the 1.os Angeles County
Department of Public Works and treated by an agreement with the City of 1.os Angeles. The proposed project would have no
mpact in regard to the use of septic systems or alternative wastewater disposal. No further analysis is required.

f) Conflict with the Hillside Management Area [] [] [] ]
Ordinance (L.A. County Code, Title 22, § 22.56.215) or

hillside design standards in the County General Plan

Conservation and Open Space Element?

The proposed project site is located on land that is topographically flat and therefore the project site not located within a Hillside
Management Area. There are no hills, mounds, or mountains on the project site that could result in the project site having slope
instability or conflict with the Hillside Management design standards. No substantial alteration of topography is involved due to
the fact that all existing buildings would be maintained in place and would merely be renovated. Therefore, no mpacts wonld
occur and no further analysis on this topic would be required.
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8. GREENHOUSE GAS EMISSIONS

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
Would the project:

a) Generate greenhouse gas (GHGs) emissions, either [] [] ] []
directly or indirectly, that may have a significant
impact on the environment?

The proposed project would have a significant impact on global climate change if the project wonld emit significant amounts of
greenhouse gases (GHGs). Construction of the proposed project would result in one-time emissions of GHGs. These emissions,
primarily carbon dioxide (CO,), methane (CH,), and nitrous oxide (IN,O), are the result of fuel combustion by construction
equipment and motor vehicles. The other primary GHGs (hydrofluorocarbons, perfluorocarbons, and sulfur hexafluoride) are
associated with specific industrial sources and would not be emitted by the project. The emissions of GHGs were estimated with

CalEEMod using the same parameters for criteria pollutants as previously discussed.

Table 3, Estimated Construction GHG Emissions, lists the estimated GHG emissions associated with construction
of the project. Greenhouse gas emissions associated with project construction were assumed fo occur in phases over three vears.
For the purposes of the modeling analysis, construction would occur from June 2015 to June 2018. During the first year
(2015) demolition would occur for sixc months and would continue throngh the first half of 2016. Renovation/ construction
activities are assumed to begin in 2016 and continue through 2018. Paving and coating would occur in 2016 and 2017, The
SCAQOMD _recommends _amortizing construction-related GHG emissions over a project’s lifetime in order to include these
ernissions as part of a project’s annualized lifetime total emissions, so that GHG reduction measures will address construction
GHG emissions as part of the operational GHG reduction strategies. The SCAQMD has defined a project lifetime to be a
30-year period. In accordance with this methodology, the project’s construction GHG emissions have been amortized over a 30-

year period.

Table 3
Estimated Construction GHG Emissions

Emissions
GHG Emissions (Metric Tons COze/year)
2015 291
2016 1,266
2017 996
2018 352
One-Time Total Construction GHG Emissions 2,905
Amortized over Project Lifetime 97

Source: Impact Sciences, Inc., (2013). Emissions calculations are provided in Appendix 1.
Note: Totals in table may not appear to add exactly due to rounding.
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At full buildout, the project would result in direct annual emissions of GHGs during project operation. These emissions,
primarily CO,, CH,, and N,O are the result of fuel combustion from building heating systems and motor vebicles. Building
and motor vebicle air conditioning systems may use hydrofluorocarbons (and hydrochlorofluorocarbons and chlorofluorocarbons to
the extent that they have not been completely phased out at later dates).

T'he project does not propose an increase in the number residential units currently existing on-site. Therefore, the project would
not result in_an incremental increase over the existing GHG emissions. In addition, the proposed project would result in the
installation of energy saving features such as low flow toilets, dual glazed windows and doors, low flow heads and fancets, . ED
lighting, improved insulation, and energy-efficient lighting. These changes would canse a reduction in_operational GHG
eissions since the renovated residential units and associated facilities would be more energy efficient.

The GHG emissions associated with the proposed project are compared with the SCAQMD’s threshold of significance for all
land use projects, which is 3,000 metric tons of CO, equivalent (MTCO ) per year. Because the project would result in minor
amounts of construction-related GHG emissions and would reduce operational GHG emissions, the project would not exceed
the draft SCAQMD threshold of significance. The proposed project would result in a less than significant impact with respect to
GHG emissions.

b) Conflict with any applicable plan, policy, or [] [] X []
regulation adopted for the purpose of reducing the

emissions of greenhouse gases?

Project impacts wonld have a_cumulatively considerable contribution to global climate change impacts if the project is not
consistent with an_applicable plan, policy, or regulation concerning greenhouse gas reductions. The County of Los Angeles has
adopted a green building program; however, it applies to new buildings or first-time initial tenant improvements greater than or
equal to 10,000 square feet. The I.ID ordinance applies to residential (5 units or greater) and non-residential projects that
alter existing impervious surfaces. Projects that alter less than 50 percent of the existing tmpervious surface must comply with
LID best management practices that promote infiltration and beneficial use of stormwater runoff for the altered portion. If
greater than 50 percent of the existing impervions surface is altered, the entire site must comply with IID best management
practices. The IID ordinance requires the use of 11D principles in development projects and encourages site sustainability and
smart growth in a manner that respects and preserves the characteristics of the County’s watersheds, drainage paths, water
supplies, and natural resources. The project wonld comply with the 11D ordinance, in the event the County determines the
project is eligible for compliance with the ordinance.

In_addition to complying with County of 1os Angeles requirements, lead agencies, under the California Environmental Quality
Act (CEQA), may look to and assess general compliance with comparable regulatory schemes.!3 The goal of Assembly Bill
32, The Global Warming Solutions Act of 2006, is to reduce statewide GHG emissions to 1990 levels by 2020. In order to
achieve the state mandate of AB 32, CARB bas been tasked with implementing statewide regulatory measures to reduce GHG
emissions from all sectors.

In December 2008, CARB adopted the Climate Change Scoping Plan, which details strategies to meet that goal. The Scoping
Plan_instructs local governments to establish sustainable community strategies to reduce GHG emissions associated with
transportation, energy, and water, as required under Senate Bill 375. The Climate Change S'coping Plan recommends energy-

13" See Protect Historic Amador Waterways v. Amador Water Agency (2004) 116 Cal. App. 4th 1099, 1107 [““[A] lead agency’s use of
existing environmental standards in determining the significance of a project’s environmental impacts is an effective means of
promoting consistency in significance determinations and integrating CEQA environmental review activities with other
environmental program planning and resolution.”””’]. Lead agencies can, and often do, use regulatory agencies’ performance
standards. A project’s compliance with these standards usually is presumed to provide an adequate level of protection for
environmental resources. See, e.g., Cadiz Land Co. v. Rail Cycle (2000) 83 Cal.App.4th 74, 106-09 (upholding use of
regulatory agency performance standard).
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efficiency measures in buildings such as maximizing the use of energy-efficient appliances and lighting as well as complying with
green building standards that result in decreased energy consumption compared to Title 24 building codes.

The purpose of the proposed project is to renovate an_existing multi-family residential land use. The project wonld neither
tncrease the number of residential units nor cause an expansion of the amount of floor area currently developed on the site. The
project wonld not increase the number of vebicle trips to or from the site. The project incorporates design standards and measures
that are both feasible and consistent with many of the GHG reduction measures recommended for new projects. The proposed
project would install energy-efficient lighting and low flow fixctures. Additionally, any renovation and demolition debris that
would be generated by the proposed project would be subject to the diversion rate of Unincorporated 1.os Angeles County,
allowing approximately 54 percent of the debris to be diverted and recycled. These measures would result in a net reduction in
GHG emissions compared to the existing site.

According to data presented by the California Air Pollution Control Officer’s Association (CAPCOA), the use of energy
efficient appliances in residential units can reduce GHG emissions by 2 to 4 percent compared to standard appliances.1* The

use of energy efficient boilers can reduce GHG emissions by 1.2 to 18.4 percent compared to standard boilers.1> The use of
bigher efficiency outdoor area and public street lighting can reduce GHG emissions by 16 to 40 percent compared to standard

outdoor _area_and public liohting. \© Eneroy efficient indoor liohting would also reduce GHG _emissions;_however, the
CAPCOA guidance does not provide an estimate of the level of reductions that could be expected.

Based on the project features described above, the project is generally consistent with applicable and feasible GHG reduction
measures_recommended by CARB and the project would result in_an overall net reduction in operational GHG emissions
compared to the existing site.

While no agency bas formally adopted a numerical threshold to evaluate the significance of a project’s GHG emissions under
CEQA, it is generally the case that an individual project of this size is of insufficient magnitude by itself to influence climate

change or result in_a_substantial contribution to the global GHG inventory.!”” GHG impacts are recognized as exclusively

cumnlative impacts; there are no non-cumulative GHG emission impacts from a climate change perspective.’8 Therefore, the
project’s net GHG emissions, by itself, wonld bave a less than significant impact on the environment.

14 California Air Pollution Control Officers Association (CAPCOA), Quantifying Greenhouse Gas Mitigation Measures: A
Resource for Local Government to Assess Emission Reductions from Greenhouse Gas Mitigation Measures, (2010) 103-112.

15 California Air Pollution Control Officers Association (CAPCOA), Quantifying Greenhouse Gas Mitigation Measures: A
Resource for Local Government to Assess Emission Reductions from Greenhouse Gas Mitigation Measures, (2010) 111-114.

16 California Air Pollution Control Officers Association (CAPCOA), Quantifying Greenhouse Gas Mitigation Measures: A
Resource for Local Government to Assess Emission Reductions from Greenhouse Gas Mitigation Measures, (2010) 115-118.

17" California Air Pollution Control Officers Association, CEQA & Climate Change: Evalnating and Addressing Greenbouse Gas
Emissions from Projects Subject to the California Environmental Quality Act, (2008) 35.

18 California Air Pollution Control Officers Association, CEQA & Climate Change: Evalnating and Addressing Greenbouse Gas
Emissions from Projects Subject to the California Environmental Quality Act, (2008) 35.
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9. HAZARDS AND HAZARDOUS MATERIALS

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
Would the project:

a) Create a significant hazard to the public or the [] [] ] []
environment through the routine transport, storage,
production, use, or disposal of hazardous materials?

Residential uses do not typically store or handle hazardous materials. However, personal and support services, such as janitorial
services, could store small amounts of paint, cleaning substances, and chlorine. Any amount of hazardous materials that wonld
be _stored on-site upon project completion wonld be subject to federal and state laws pertaining to the storage, generation, and
disposal of hazardons waste materials. Since the proposed project conld store hazardous materials on-site pertaining to cleaning
supplies, the proposed project site would be governed by federal, state, and local laws to ensure the proper use, storage, and
transport of such materials. Impacts wonld be less than significant and further analysis on this topic would not be required.

b) Create a significant hazard to the public or the [] [] B4 []
environment through reasonably foreseeable upset

and accident conditions involving the release of

hazardous materials or waste into the environment?

The proposed project could use hazardons materials such as paints, cleaning agents, aerosol cans, landscaping-related chemicals,

and common household substances such as bleaches during rehabilitation activities on the project site, as well as during operation

of the uses on the project site. All uses and storage of these materials conld be subject to federal, state, and local laws pertaining
to_the use, storage, and transportation of these hazardous materials. Most of the hazardous materials indicated above are
allowed to be disposed of at the local Class 11 and Class 11 landfills that serve the proposed project site and community of
Marina del Rey. Since the proposed project would be required to abide by federal, state, and local laws pertaining to the use,

storage, and transportation of these materials, the likelthood of an accidental release occurring and creating a significant hazard
to the public would be minimal. Therefore, impacts would be less than significant. No further analysis is required on this topic.

c) Emit hazardous emissions or handle hazardous or [] [] [] X
acutely hazardous materials, substances, or waste
within one-quarter mile of sensitive land uses?

The project site consists of residential units; however, the proposed project wonld not include the storage of large quantities of
bazardous materials or pressurized tanks. Consequently, there would be no impact from hazardous materials. Further analysis
on_this topic is not required.
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d) Be located on a site which is included on a list of [] [] [] B4
hazardous materials sites compiled pursuant to

Government Code § 65962.5 and, as a result, would it

create a significant hazard to the public or the

environment?

The project site is not located on a parcel of land that has been included on a list of hazardous materials sites compiled pursuant
to Government Code Section 65962.5.19 The closest site that is included on_a list of hazardous materials sites is located at
4144 Glencoe Avenue, approximately 1 mile northeast of the project site. Since the proposed project site is not located on a site
that is listed as a hazardous materials site, there would be no impacts. Further analysis on this topic wonld not be required.

e) For a project located within an airport land use [] [] [] 4
plan, or where such a plan has not been adopted,

within two miles of a public airport or public use

airport, would the project result in a safety hazard for

people residing or working in the project area?

The project site is located approximately 3 miles to the northwest of Los Angeles International Airport (1.AX) and
approximately 1.5 miles southeast of the Santa Monica Airport. The project site is not located within 2 miles of 1. AX, is not
located within the Santa Monica Airport Influence Area,? is not located in the L AX Airport Influence Area,%\ and would
not result in a safety hazard for people in the project area. No impacts wonld occur and further analysis on this topic wonld not

be required.

f) For a project within the vicinity of a private airstrip, [] [] [] B4
would the project result in a safety hazard for people
residing or working in the project area?

There are no_private airstrips in the project site vicinity and no safety hazard impact would occur. Further analysis is not
required.

g) Impair implementation of, or physically interfere ] ] ] 4
with, an adopted emergency response plan or
emergency evacuation plan?

The project site is located in Marina del Rey, which is an unincorporated portion of the County of Los Angeles. The project site
would be subject to the Operational Area Emergency Response Plan (OAERP), which is prepared by the Office of Emergency
Management.?2 Implementation of the proposed project would not change curvent evacuation routes from off the project site.
Furthermore, renovation of the proposed project would not physically interfere with the OAERP. No impacts wonld occur and
further analysis on this topic would not be required.

19 California Department of Toxic Substances, Envirostor, Hazardous Waste and Substances Site List,

http:/ /www.envirostor.dtsc.ca.gov/public/ Accessed November 11, 2013.

20 Los Angeles County Department of Regional Planning, Los Angeles County Airport Land Use Commission, Santa Monica

Airpott Influence Area, http://planning.lacounty.gov/assets/upl/project/aluc_airport-santa-monica.pdf. Accessed
November 11, 2013.

Los Angeles County Department of Regional Planning, Los Angeles County Airport Land Use Commission, LAX Airport
Influence Area, http://planninglacounty.gov/assets/upl/project/aluc_airport-lax.pdf. Accessed November 11, 2013.

21

22 10s Angeles County Department of Regional Planning, Draft General Plan 20013, Safety Element, pg. 219.
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h) Expose people or structures to a significant risk of
loss, injury or death involving fires, because the
project is located:

i) within a Very High Fire Hazard Severity Zones [] [] [] ]
(Zone 4)?

The project site is not located in a V'ery High Fire Hazard Severity Zone (Fire Zone 4). No further analysis is necessary.23

ii) within a high fire hazard area with inadequate [] [] ] []
access?

The project site is not located in a bigh fire hazard area. The project site is located on the interior of the Palawan Way loop
road and is currently developed with adequate access for firefighting equipment. During the plan check process, plans will be
submitted to the 1os Angeles County Fire Department for review and approval to insure sufficient access. Impacts are
considered less than significant and no additional analysis is warranted.

iii) within an area with inadequate water and [] [] ] []
pressure to meet fire flow standards?

The proposed project entails the rehabilitation/ renovation of the existing Mariner’s Bay Apartments complex: as noted, the
project does not entail development that would cause for the expansion of existing floor area or the addition of dwelling units on
the site. Since its construction on the site in_the early 19705, the existing apartment complex has been adeguately and
continuously served with water by Ios Angeles County’s Marina del Rey Water System. Water pressure at the site will
continue to be provided consistent with 1.os Angeles County Fire Department fire flow standards, as bas been the case over the
years of the apartment complex's operation on the subject property. Impacts are thus considered less than significant and no
additional analysis is warranted.

iv) within proximity to land uses that have the [] [] B4 []
potential for dangerous fire hazard?

The project site is located in the unincorporated Ios Angeles County community of Marina del Rey, in the western portion of its
small craft harbor. Land uses located in the vicinity of the subject property include a yacht club, boat slips and commercial and
residential uses, all of which are adequately serviced by Fire Department emergency services. The Impacts are thus considered less
than significant and no additional analysis is required.

i) Does the proposed use constitute a potentially ] ] 4 ]
dangerous fire hazard?

The project proposes rehabilitation of an existing residential apartment complex that is currently adeguately serviced by Fire
Department emergency services. Impacts are thus considered less than significant and no further analysis is required.

23 Los Angeles County Department of Regional Planning, General Plan 2035, Fire Hazard Severity Zones Policy Map,
http://LA County Safety Element — Wildland and Urban Fire Hazards Map, Accessed November 11, 2013.
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10. HYDROLOGY AND WATER QUALITY

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
Would the project:

a) Violate any water quality standards or waste [] [] ] []
discharge requirements?

The project site is currently developed with a 379-unit apartment complex. Best management practices (BMPs) would be
applied during rebabilitation activities to ensure that pollutants are not introduced into the storm drain system and that
pollutant discharges into the adjacent small craft harbor are minimized. With BMPs in place during rebabilitation activities,
water quality standards would remain similar to the existing conditions, and the proposed project would not violate any water
quality standards. The project shall comply with the California Regional Water Quality Control Board (CRWQCB) and the
State National Pollutant Discharge Elimination Systemr (NPDES) permit discharge requirements, the requirements of the
Los Angeles County Municipal Separate Storm Sewer Systemr (NMS4) permit and the County’s Low Impact Development
(LID) Program. The applicant may be required to submit a drainage concept to Public Works to ensure compliance with the
MS4 and NPDES reguirements. Compliance with the LID program includes preparation of a comprebensive IID plan that
demonstrates_compliance with the IID Standards Manual which is_submitted for review and approval by Public Works.
Lmpacts wonld be less than significant. No further analysis is required.

b) Substantially deplete groundwater supplies or [] [] [] B4
interfere substantially with groundwater recharge such

that there would be a net deficit in aquifer volume or a

lowering of the local groundwater table level (e.g., the

production rate of pre-existing nearby wells would

drop to a level which would not support existing land

uses or planned uses for which permits have been

granted)?

The project site is currently developed with a 379-unit apartment complex. There is currently no groundwater recharge on the
project site and this condition will not change with the implementation of the proposed project. The project does not propose any
extraction_of groundwater and therefore the proposed project wonld not cause any impacts to groundwater resources or to
groundwater recharge. No further analysis is required.

c) Substantially alter the existing drainage pattern of [] [] X []
the site or area, including through the alteration of the

course of a stream or river, in a manner which would

result in substantial erosion or siltation on- or off-site?

The proposed project site contains an_existing drainage system that is_adeguate in terms of capacity but that may require
upgrading in_regards to modern stormwater management and the County’s Low Impact Development (IID) Program. 11D
encompasses the use of structural devices, engineered systems, vegetated natural designs, and education to distribute stormwater
and urban runoff. For this reason, it is anticipated that drainage patterns and runoff quantities of the project site would remain
substantially the same size as under current conditions. Runoff would continue to outlet through the storm drain system after
such treatment. Project implementation would not substantially alter existing runoff and drainage conditions at the project site
nor_substantially increase_erosion_or siltation. Therefore impacts wonld be less than significant and no further analysis is

required.
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d) Substantially alter the existing drainage pattern of [] [] B4 []
the site or area, including through the alteration of the

course of a stream or river, or substantially increase

the rate or amount of surface runoff in a manner which

would result in flooding on- or off-site?

The proposed project site contains an_existing drainage system that is_adeguate in terms of capacity but that may require
upgrading in regards to modern stormwater management and the County’s Low Impact Development (1.ID) Program. For this
reason, it is anticipated that drainage patterns and runoff quantities of the project site wonld remain substantially the same size
as_under current conditions. Runoff would continue to outlet through the storm drain_system after such treatment. Project
umplementation would neither substantially alter existing runoff and drainage conditions at the project site nor substantially
increase risk of flooding. Therefore impacts wonld be less than significant and no further analysis is required.

e) Create or contribute runoff water which would [] [] B4 []
exceed the capacity of existing or planned stormwater

drainage systems or provide substantial additional

sources of polluted runoff?

The project site is currently developed with a 379-unit apartment complex. The proposed project would have the same or less
runoff_entering the stormwater drainage system as the current site condition. The project would not cause runoff that wonld
excceed the capacity of the stormwater system. Consequently, there would be no impact to the stormwater drainage system.
Lmpacts are considered less than significant and no further analysis is required on this topic.

f) Generate construction or post-construction runoff [] [] B4 []
that would violate applicable stormwater NPDES

permits or otherwise significantly affect surface water

or groundwater quality?

The project site is _currently developed with a 379-unit apartment complex. The proposed rebabilitation of the existing
residential structures and parking garages could introduce pollutants from construction activities into the storm water flow that
empties into Marina del Rey small craft harbor. The Applicant wonld employ BMPs during the rebabilitation process to ensure
that a minimal amount of pollutants enter into the stormwater flow from the proposed project site. The project proponent would
be_required to comply with the California Regional Water Quality Control Board (CRWQCB) and the State National
Pollutant Discharge Elimination System (NPDES) permit discharge requirements. Impacts from construction and operational
runoff would be less than significant. Further analysis of this topic is not required.

g) Conflict with the Los Angeles County Low Impact [] [] B4 []
Development Ordinance (L.A. County Code, Title 12,
Ch. 12.84 and Title 22, Ch. 22.52)?

The proposed project site_contains an_existing drainage systems that is_adequate in terms of capacity but that may require
upgrading in regards to modern_stormwater management and the County’s Low Impact Development (IID) Program (in the
event the County determines the project to be subject its I.ID Ordinance). For this reason, it is anticipated that drainage
patterns and runoff guantities of the project site wonld remain substantially the same size as under current conditions. Runoff
would _continue to outlet through the storm drain _after such treatment. The aforementioned stormwater management
Lmprovements would not alter the existing drainage pattern of the site or area and would only be introduced to treat and retain
runoff in_compliance with the County’s LID Program. Compliance with the 1ID requirements will be achieved through the
implementation of the Drainage Concept, approved by Department of Public Works preceding the issuance of any project

pernmits.
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h) Result in point or nonpoint source pollutant [] [] [] B4
discharges into State Water Resources Control Board-
designated Areas of Special Biological Significance?

The project site is not located within an area designated as an Area of Special Biological Significance (ASBS). Therefore, the
proposed project would not impact an ASBS. No further analysis is required.

i) Use onsite wastewater treatment systems in areas [] [] [] 4
with known geological limitations (e.g. high

groundwater) or in close proximity to surface water

(including, but not limited to, streams, lakes, and

drainage course)?

The project does not propose to use septic systems or private sewage disposal systems (on-site wastewater treatment systems). The
proposed project wonld have no impact on surface water. No further analysis is required.

j) Otherwise substantially degrade water quality? [] [] 4 L]

The project site is currently developed with a 379-unit apartment complex. Rebabilitation/ renovation of the existing site
improvements would not substantially degrade water guality through compliance with NPDES [ MS4 and implementation of a
Stormwater Pollution Prevent Plan (SWPPP). The new permit order 2009-0009DW G requires a_certified Qualified
SWPPP Developer (OQSD) to prepare the SWPPP and a_certified Qualified SWPPP Practitioner (QSP) to enforce the
SWPPP. Typical construction BMPs inciude the following: EC-1 Scheduling, EC-2 Preservation of Existing 1 egetation,
EC-7 Geotextiles & Mats, SE-1 Silt Fence, SE-7 Street Sweeping and Vacunming, SE-8 Sandbag Barrier, WE-1 Wind
Erosion_Control, TC-1_Stabilized Construction Entrance/ Exit, TC-3 Entrance/ Outlet Tire Wash, NS-1_Water
Conservation Practices, NS-6 Illicit Connection/ Illegal Discharge Detection and Reporting, NS-8 1 ehicle and Equipment
Cleaning, NS-12 Concrete Curing, WM-1_Material Delivery and Storage, WM-2 Material Use, WM-3 Stockpile
Management, WM-4_Spill Prevention _and Control, WM-5 Solid Waste Management, WM-6 Hazardons Waste
Management, WM-8 Concrete Waste Management, and WM-9 Sanitary/ Septic Waste Management. Impacts from the
proposed project wonld be less than significant on water quality.

k) Place housing within a 100-year flood hazard area as [] [] ] []
mapped on a federal Flood Hazard Boundary or Flood

Insurance Rate Map or other flood hazard delineation

map, or within a floodway or floodplain?

The proposed project involves the rehabilitation/ renovation of an existing 379-unit apartment complex. No new buildings are
proposed. The applicant of the proposed project wonld be required to submit a drainage concept to DPW for review and
approval prior to the issuance of a building permit. With submittal of this drainage concept plan and since flood protection
Standards that currently exist on the project site wonld not be changed, impacts wonld be less than significant. In addition, the
project is not located within a floodway, floodplain, or other flood hazard area. Further analysis on this topic would not be

required.
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1) Place structures, which would impede or redirect [] [] ] []
flood flows, within a 100-year flood hazard area,
floodway, or floodplain?

The proposed project involves the rebabilitation/ renovation of an existing 379-unit apartment complex. No new buildings are
proposed_and the project site would remain similar to_existing conditions. The project site is not located within a floodway,
floodplain, or other flood hazard area and no structures would be placed within a floodway, floodplain, or other flood hazard
area. Therefore, the proposed project wonld not impact or impeded a flood hazard area. Impacts are thus considered less than
significant and further analysis on this topic would not be required.

m) Expose people or structures to a significant risk of [] [] X L]
loss, injury or death involving flooding, including
flooding as a result of the failure of a levee or dam?

The project site is currently developed with a 379-unit apartment complex. The project site is not located in_an area having high
flood potential. Impacts from the proposed project would be less than significant and no further analysis on this topic is required.

n) Place structures in areas subject to inundation by [] [] X []
seiche, tsunami, or mudflow?

The proposed project entails the rebabilitation of existing apartment facilities that are located within the Marina del Rey
Harbor, along the Southern California coastline. The potential exists for communities along low-lying areas of the Southern
California_coastline to experience flooding due to tsunamis cansed by earthguakes or underwater landslides. The maximum
expected run-up of a tsunami in the local area of the project site is 9.6 feet in a 100-year interval and 15.3 feet in a 500-year

interval.?* Tsunamis generated from local earthquakes may be larger than distant earthquakes but are less likely to occur.
Furthermore, the proposed project has been developed with a finished pad in addition to the majority of the complex being at a
street elevation of about 10 feet above mean sea level (msl), with a few areas along the northern promenade being at 8.5 feet
above msl._The boat slips are at an approximate of slightly higher than 7 feet above msl. Therefore, potential for the proposed
project to be inundated by a tsunami is less than significant, and further analysis on this topic is not required. A seiche conld
oceur within the Marina but the project and the proposed project is developed about 10 feet above mean sea level. Therefore, the
proposed project site is protected from a seiche occurring within the Marina, and impacts wonld be less than significant. Since the
proposed project site is not located in_an area that is subject to high mudflow conditions, there would be no impacts. Further
analysis on this topic would not be required.

24 County of Los Angeles, Department of Regional Planning, Marina del Rey Land Use Plan, February 8, 2012,
pg. 10-5.
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11. LAND USE AND PLANNING

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
Would the project:

a) Physically divide an established community? [] [] [] ]

The project site is located in an area of Marina del Rey that is highly urbanized. Existing residential structures, commercial
structures, parking lots, and parks are located around the proposed project site. The proposed project would not divide an
established community; therefore, there would be no impacts. No further analysis on this topic is required.

b) Be inconsistent with the applicable County plans [] [] [] B4
for the subject property including, but not limited to,

the General Plan, specific plans, local coastal plans,

area plans, and community/neighborhood plans?

The subject parcel’s land use designation per the Marina del Rey Land Use Plan is “Residential III-WOZ & Water.” The
Residential 111 land use designation permits medium-density residential land uses, consistent with existing development on_the
site. The rebabilitation of the existing residential structures and associated facilities is therefore consistent with the plan
designations on the project site. Therefore, there would be not impact and no further analysis is required.

c) Be inconsistent with the County zoning ordinance ] ] [] X
as applicable to the subject property?

The proposed project is zoned as Marina del Rey Specific Plan under the 1.os Angeles County Zoning Ordinance.
Furthermore, the subject parcel is designated Residential 1II-WOZ & Water in the certified I.CP. The project proposes no
change in land use and is consistent with the Specific Plan zoning. Therefore, there would be no impact and no additional
analysis is required.

d) Conflict with Hillside Management criteria, [] [] [] ]
Significant Ecological Areas conformance criteria, or
other applicable land use criteria?

The project site is not located in or adjacent to a Hillside Management Area. Therefore, the proposed project would not be
required to abide by the criteria of the Hillside Management Areas. The project site is not located adjacent or within an SEA.
Therefore, the proposed project would not have to conform to SEA Criteria. There would be no impacts and further analysis on
this topic is not required,
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12. MINERAL RESOURCES

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
Would the project:

a) 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 within a Mineral Resource Zone as mapped by the County of Los Angeles.?> The proposed
project would not impact a known mineral resource area and no further analysis is required.

b) Result in the loss of availability of a locally [] [] [] ]
important mineral resource recovery site delineated on

a local general plan, specific plan, or other land use

plan?

The project site is not located within a Mineral Resource Zone as mapped by the County of 1 os Angeles. However, the project
site is Jocated within an Oil and Gas Resource Zone.26 The project site is developed with residential land use and does not
currently contain existing drilling sites for the recovery of oil and natural gas, nor are any drilling sites located on the project site
for the recovery of oil or natural gas proposed in the future. There would be no impacts to il and natural gas resources with
umplementation of the proposed project. There are no recorded abandoned 0il wells along Palawan Way. The proposed project
would not result in the loss of availability of a locally important mineral resource recovery site delineated within the County of
Los Angeles General Plan or the Marina del Rey Specific Plan. Therefore, there are no_impacts and no further analysis is

required,

25 County of Los Angeles 2035 Draft General Plan, Figure 9.6, Natural Resource Areas. Accessed November 11, 2013.
26 County of Los Angeles 2035 Draft General Plan, Figure 9.6, Natural Resource Areas. Accessed, November 11, 2013.
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Would the project result in:

13. NOISE

a) Exposure of persons to, or generation of, noise

levels in excess of standards established in the County
General Plan or noise ordinance (Los Angeles County
Code, Title 12, Chapter 12.08), or applicable standards

of other agencies?

Construction Noise

L]

X

Significant  No

Less Than

Significant
Potentially Impact with  Less Than
Significant Mitigation
Impact Incorporated  Impact

Impact

L]

The County Noise Control Ordinance (County Code Section 12.08.440) identifies specific restrictions regarding construction

noise. Operation of equipment used in_construction, drilling, repair, alferation, or demolition work is probibited 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.?” The Noise Control Ordinance further states that the

contractor shall conduct construction_activities in_such a manner that the maximum noise levels at affected buildings will not

exceed those listed in Table 4, County of Los Angeles Construction Equipment Noise Restrictions. Al

mobile and stationary internal-combustion-powered equipment and machinery is required fo be equipped with suitable exbanst

and air-intake silencers in proper working order.

Table 4

County of Los Angeles Construction Equipment Noise Restrictions

Residential Structures

Single-Family
Residential

Multi-Family
Residential

Commercial?

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

Daily, except Sundays and legal holidays, 7:00 AM to 8:00 PM

75 dB(A) Leq

80 dB(A) Leq

85 dB(A) Leq

Daily, 8:00 PM to 7:00 AM and all day Sunday and legal holidays

60 dB(A) Leq

64 dB(A) Leq

70 dB(A) Leq

Stationary Equipment: Maximum noise level for repetitively scheduled and relatively long-term opera

stationary equipment:

tion (periods of 10 days or more) of

Daily, except Sundays and legal holidays, 7:00 AM to 8:00 PM

60 dB(A) Leq

65 dB(A) Leq

70 dB(A) Leq

Daily, 8:00 PM to 7:00 AM and all day Sunday and legal holidays

50 dB(A) Leq

55 dB(A) Leq

60 dB(A) Leq

Source: County of Los Angeles Noise Control Ordinance, County Code Section 12.08.440.

T Refers to residential structures within a commercial area. This standard does not apply to commercial structures.

27 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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The Federal Highway Administration (FHW.A) has compiled data on the noise-generating characteristics of specific types of
construction_equipment.”8 Noise levels generated by heavy equipment can_range from approximately 70 A-weighted decibels
(dB(A)) to noise levels in excess of 100 dB(A) when measured at a distance of 50 feet from the noise source. The noise levels
diminish rapidly with distance at a rate of approximately 6.0 to 7.5 dB(A) per doubling of distance for acoustically hard and
soft sites, respectively.

The types of construction equipment used would vary depending on the construction activity taking place. Building renovation
would use equipment such as cranes, forklifts, generators, pnenmatic tools, and welders. Surface paving wonld use equipment
such as mixers, rollers and paving equipment. Architectural coating would use equipment such as air compressors.

For purposes of this analysis, the noise levels that can be expected during each renovation item discussed above were modeled
based on the types of equipment that would be in use during each activity. Renovation of interior areas is not expected to produce
substantial noise_and is therefore excluded from the following analysis. A noise level for each renovation item is shown in

Table 5, Modeled Renovation Noise Levels. Noise calenlations are provided in Appendix 2.

Table 5
Modeled Renovation Noise Levels

Noise Level — dB(A)
Renovation Item at 50 feet at 650 feet
Building Fagade 83 61
Exterior Common Areas 87 64
Electrical Upgrade 77 55
Roof Replacement 83 61

Source: Impact Sciences, Inc. 2013.

In_order to evaluate a worst-case scenario, the potential for renovation activities to occur on_adjacent portions of the project site,

resulting in noise levels higher than those shown in Table 5 was also evaluated. For this analysis it was assumed that the
renovation item venerating the hishest noise level (excterior common areas) could occur adjacent to the removation item with the
nexct highest noise level (building facade). Based on noise modeling provided in Appendix 2, the combined noise level of these
1wo activities occurring simultaneously would be 84 dB(A) at 50 feet and 62 dB(A) at 650 feet, the distance to the nearest off-
Site sensitive receptor.

As described above, the County of 1.os Angeles Noise Construction Standard indicates that construction noise cannot exceed
80 dB(A) 1 .eq between the hours of 7:00 AM and 8:00 PM on weekdays. Noise associated with the construction equipment
that will be used during this period would be reduced by the distance that the proposed project site is from off-site sensitive land
uses. Since the construction equipment during these phases are not expected to exceed the standard of 80 dB(A) 1 eq at off-site
10iSe-Sensitive receptors, impacts at off-site sensitive receptors are expected to be less than significant.

The existing residential development on_the project site is considered a noise-sensitive land use. Renovation activities on the
project site could affect current residents. Occupied residences within 50 feet of renovation activities could experience noise levels
as high as 84 dB(A). It is expected that renovation of the interior and exterior of residential buildings will be performed on
unoccupied buildings. While renovation activities wonld occur primarily during daytime hours when most site residents are not
present, some site residents may experience noise levels that exceed the County’s 80 dB(A) construction noise threshold. This

28 us Department of Transportation, Federal Highway Administration, Roadway Noise Construction Model (RCNM),
Software Version 1.1 (12/08/2008).
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would be considered a potentially sionificant impact; however, project mitigation measures NOISE-1 through NOISE-4 are
being required that would reduce this potentially significant construction noise impact to a less than significant level.

Operational Noise

The proposed project would not result in an increase in project related traffic, population, or residential units. Therefore, the
proposed project wonld not result in an increase in existing operational noise. The average daily trips associated with the project
would remain_the same as the existing average daily trips. Therefore, the proposed project would not result in_an incremental
increase in_roadway noise levels. Based on this, the operational noise associated with complete buildout and operation of the
project wonld not result in an increase in noise levels compared to existing conditions. Therefore, operational noise impacts are
considered less than sionificant.

b) Exposure of persons to or generation of excessive [] [] ] []
groundborne vibration or groundborne noise levels?

Construction Vibration

Persons working in the area surrounding the project conld be exposed to ground-borne vibration or ground-borne noise levels
related to construction activities. The results from vibration can range from no perceptible effects at the lowest vibration levels, to
low rumbling sounds and perceptible vibrations at moderate levels. Site ground vibrations from construction activities very rarely
reach the levels that can damage structures, but they can achieve the andible range and be felt in buildings very close to the site.
According to the Federal Transit Administration (F1'A) guidelines, Transit Noise and V'ibration Impact Assessment, certain
types_of construction_equipment could generate groundborne vibration.?? The frequency and intensity of a_vibration _event
determines whether it would be considered excessive vibration. For infrequent vibration events of the type expected to occur during
the proposed renovation, the threshold at which vibration is considered excessive for operations near sensitive uses is 80 17dB
measured at 50 feet.

The most common source of vibration would likely be the result of trucks delivering construction equipment and materials to the
project site. L oaded trucks can generate vibration levels of 0.076 peak particle velocity (PPV) (65 vibration decibels [1dB]) at
50 feet. These values do not exceed the damage criteria_for even the most sensitive buildings that are extremely susceptible to
vibration damage, and would be barely perceptible at a distance of 50 feet. Since the nearest vibration-sensitive uses (multi-
family residential development) are located approximately 50 feet from the project site, these uses may experience infrequent
perceptible vibration as trucks pass by. Such events would be infrequent, and would not be considered excessive, as defined
above. Therefore, construction of the project would not result in any vibration impacts. No further analysis is required.

Operational Vibration

Operation_of the apartment complex would not include any new stationary equipment that would generate ground-borne
vibration that would cause an anngyance to humans or any structural damage to buildings. During operation, the project wonld
be served by trash trucks that would collect municipal solid waste. However, these trash trucks would be similar to trash trucks
that already serve the existing residential uses on the project site. Therefore, operation of the project wonld not result in_any
vibration impacts. No further analysis is required.

29 Federal Transit Administration, Transit Noise and Vibration Impact Assessment, (2000).
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c) A substantial permanent increase in ambient noise [] [] ] []
levels in the project vicinity above levels existing

without the project, including noise from parking

areas?

As previously discussed, the proposed project would not result in_an increase in_project related traffic, population, or residential
units. Therefore, the proposed project would not result in_an increase in roadway noise levels relative to existing conditions. The
proposed project would not significantly alter the layout of the existing parking areas; as noted, existing garage parking areas
would be restriped to provide approximately 979 parking spaces, an increase from the 944 parking spaces currently existing
onsite. Furthermore, the project wonld not include any new stationary equipment that would generate noise. Therefore, the project
would not result in_a substantial permanent increase in_ambient noise levels and impacts wonld be less than significant. No
further analysis is required.

d) A substantial temporary or periodic increase in [] B4 [] []
ambient noise levels in the project vicinity above levels

existing without the project, including noise from

amplified sound systems?

LTemporary or periodic increases in_ambient noise levels wonld result from construction activity, which would be andible during
construction _in_the surrounding the project area. Unmitigated impacts may potentially exceed the County of Los Angeles
standards at the nearby Marina City Club condomininms, located approximately 650 feet to the north across Basin E (on
Parcel 125) and the Capri Apartments, located approximately 680 feet to the south across Basin D (on Parcel 20). Although
the increase_in_noise levels would be short-term in nature, the applicant would be required to implement noise reduction
measures, which are included as mitisation measures NOISE-1 throuoh NOISE-4, below.

The proposed project wonld not include an amplified sound system. Furthermore, the project would not include any new
Stationary equipment that would generate noise. Iherefore, the project wonld not result in a substantial temporary or periodic
increase in ambient noise levels from sound systems and other stationary equipment and inpacts would be less than significant.

e) For a project located within an airport land use plan [] [] [] X
or, where such a plan has not been adopted, within

two miles of a public airport or public use airport,

would the project expose people residing or working

in the project area to excessive noise levels?

The project is not located within an airport land use plan or within 2 miles of a public or public-use airport. The project would
result in no impact for this criterion.

f) For a project within the vicinity of a private airstrip, [] [] [] 4
would the project expose people residing or working
in the project area to excessive noise levels?

The project is not located within the vicinity of the private airstrip. The project would result in no impact for this criterion.
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MITIGATION MEASURES:

In addition to compliance with the Ios Angeles County Noise Ordinance (Section 12.08), mitigation measures that may reduce
Lpacts to project site residents include the following:

NOISE-1: The applicant or construction contractor shall ensure that all construction equibment wused is in broper
operating condition and fitted with standard factory silencing features.

NOISE-2: 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 erected.

NOISE-3: Al excterior construction activity, including grading, paving, transport of material or equipment and warming-

up of equipment, shall be limited to between the hours of 8:00 AM and 5:00 PM.

NOISE-4: Notice shall be posted at the project site and along the proposed truck haul route containing information on
the type of project and anticipated duration of construction activity, and provide a phone number where people
can_register questions and complaints.

Lmplementation of these or similar measures will reduce on-site noise impacts to a less than significant level.
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14. POPULATION AND HOUSING

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
Would the project:

a) Induce substantial population growth in an area, [] [] [] ]
either directly (for example, by proposing new homes

and businesses) or indirectly (for example, through

extension of roads or other infrastructure)?

Infrastructure such as sewage disposal, water conveyance systems, natural gas lines, and electrical lines currently exist and serve
the project site. No_additional infrastructure wonld be required with implementation of the proposed rehabilitation project.
Therefore, the proposed project would not induce substantial direct or indirect growth within the community of Marina del Rey.
There would be no impacts and further analysis on this topic would not be required.

b) Displace substantial numbers of existing housing, [] [] B4 []
especially affordable housing, necessitating the
construction of replacement housing elsewhere?

The existing land uses on the project site include residential buildings and appurtenant facilities. A portion of the existing
residential units located on_the project site would be temporarily displaced during the rebabilitation activities although no
affordable housing units wonld be displaced within the community of Marina Del Rey. The existing apartment units to be
rebabilitated as part of the proposed project are all market rate units. The proposed rehab project will occur in phases, so as to
minimie resident displacement, fo the extent possible, while completing the rehabilitation project in an expeditions manner. Up
to two of the complex’s seven apartyent buildings will be rebabilitated at one time. Less than significant impacts wonld occur
because no residential housing units would be permanently lost and no further analysis on this topic is needed.

c) Displace substantial numbers of people, [] [] ] []
necessitating the construction of replacement housing
elsewhere?

T'he proposed project site wonld displace a population currently residing in the existing apartment complex but not a substantial
number of people, as the project will be constructed in five phases. However, this is a temporary displacement that does not
require the construction of replacement housing. The project is not expected to permanently displace existing housing or residents.
As such, the project would not result in the displacement of residents such that new replacement housing would need to be
constructed. Impacts wonld be less than significant and further analysis on this topic would not be required.

d) Cumulatively exceed official regional or local [] [] [] B4
population projections?

The proposed project is the rebabilitation of an existing residential apartment complex; there would be no change in use. No
residential land use change is proposed. Therefore, implementation of the proposed project would not exceed official regional or
local population projections and there would be no impacts. Additional analysis on this topic would not be required.
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15. PUBLIC SERVICES

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
a) Would the project create capacity or service level
problems, or result in substantial adverse physical
impacts associated with the provision of new or
physically altered governmental facilities in order to
maintain acceptable setvice ratios, response times or
other performance objectives for any of the public
services:

Fire protection? [] [] X []

The project site is located in the urbanized area of Marina del Rey. BMPs would be standard during rebabilitation of the
residential buildings and appurtenant facilities on the site to ensure that the threat for fire is reduced or does not occur on the
project site. Since the proposed project would not pose any special fire problems, impacts would be less than significant. Therefore,
further analysis on this topic is not required. The nearest County Fire Station (#110), located at 4433 Admiralty Way is
0.8 wile from the project site.

Sheriff protection? [] [] X []

T'he project site is located in the urbanized area of Marina del Rey. The rehabilitation of the existing residential buildings and
appurtenant facilities could provide opportunity for crime (pilferage of the construction equipment and materials) but not different
from_other construction locations within the area. Furthermore, rebabilitation of the proposed project would include on-site
security in_addition to the existing Los Angeles County Sheriff service provided from the Marina del Rey station. Since the
proposed project wonld not pose any special law enforcement problems, impacts wonld be less than significant. Therefore, further
analysis on this topic is not required. The nearest County Sheriff's Station is located at 13851 Fiji Way, which is 2.3 miles
from the project site.

Schools? [] [] I []

The proposed project is a residential land use but proposes no increase in_population of apartment units. As such, project
tplementation would not generate net new students compared to current uses, and no additional students would attend local
schools. Consequently, the proposed project wonld have a less than significant impact on_schools and no additional analysis is

necessary.

Parks? [] [] I []

The proposed project is a residential land use but proposes no increase in population or apartment units. As such, no increase
for recreation_facilities is expected following project buildout. Therefore, there would be a less than significant impact to park
resources and no additional analysis is necessary.
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Libraries? |:| |:| & I:'

The proposed project would have no change to current library services as the proposed project wonld have the same demand as the
current uses. As such, project mmplementation wonld not generate net new residents compared to curvent uses, and additional
demand for library services wonld not occur. The nearest County library is located at 4533 Admiralty Way, which is 1.7 miles
away from the project site.

Other public facilities? ] L] [] X

There are no other public services in the project area that would be impacted by the proposed project because there is no proposed
change in land uses or intensity of use. No impacts wonld occur.
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16. RECREATION

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
a) Would the project increase the use of existing [] [] []
neighborhood and regional parks or other recreational
facilities such that substantial physical deterioration of
the facility would occur or be accelerated?

Because the proposed project wonld not generate a_permanent population increase within the community of Marina del Rey (as
no new dwelling units are being added with the proposed rehabilitation project), there wonld not be a need to develop or expand
additional recreational facilities around or near the project site. The existing recreational facilities in the project vicinity include
Venice Beach and Marina/ Mother's Beach, among others. No impacts would occur and further analysis on this topic is not

required.

b) Does the project include neighborhood and [] [] ] []
regional parks or other recreational facilities or require

the construction or expansion of such facilities which

might have an adverse physical effect on the

environment?

The proposed project includes enbancements to existing public walkways (the waterfront promenade) and small open space areas
located on the site (i.e., renovation of small ontdoor park areas on the site): however, given the relative small land areas involved,
renovation of these public recreational spaces is not anticipated to have an adverse physical effect on the environment. Impacts are
thus considered less than significant and further analysis is not required.

c) Would the project intetfere with regional open [] [] [] B4
space connectivity?

The proposed project consists of a renovation of an_existing structure and, as such, wonld not interfere with regional open space
connectivity. No impacts wonld occnr and no further analysis of this topic is required.

CC.011812

48/55



17. TRANSPORTATION /TRAFFIC

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
Would the project:

a) Conflict with an applicable plan, ordinance, or [] [] ] []
policy establishing measures of effectiveness for the

performance of the circulation system, taking into

account all modes of transportation including mass

transit and non-motorized travel and relevant

components of the circulation system, including but

not limited to intersections, streets, highways and

freeways, pedestrian and bicycle paths, and mass

transit?

Access to the project site is currently provided via Palawan Way. Project implementation would result in a period of construction
activity prior to buildont. Figure 1, Proposed Construction Truck Routes, identifies which streets would be used by
construction trucks to reach the project site. Haul trucks would likely travel to the project site from the Interstate 10 (I-10) or
State Route 90 (SR-90) Freeways via Lincoln Boulevard until heading west on Washington Boulevard before coming to
Palawan Way. These routes would ensure travel distance in the surrounding residential neighborhoods is minimized and direct
construction_vebicles access to the neighborhood. During the construction period, truck operators should be directed by the
construction manager to obey residential area speed limits, either as posted or the prima facie speed limit of 25 mph if not posted.

Construction traffic would be restricted to truck routes approved by the County Division of Building and Safety and operate
from the hours of 8:00 AM to 5:00 PM. Construction staging (i.e., storage of equipment and materials) would be contained on
the project site. Construction equipment would be minimal and include an on-site forklift for deliveries, and a boom lift for high
reach purposes. The pieces of equipment would be delivered to the site at the beginning of each construction stage and removed
when they are no longer needed. 1 ikewise, construction materials wonld be delivered to the project site within a limited timeframe
when needed and waste would be removed from the site on_an as-needed basis. Daily required truck loads wonld include delivery
of one 40 yard trash bin per day and two to three material supply deliveries. Portable restroom facilities would be serviced twice
a week. A daily peak_estimate of 35 vebicles is_expected for construction workers working on the project site. Construction
activity would be temporary thus impacts would be less than significant.

The project site is currently served by the Los Angeles County Metropolitan Transportation Authority (M1 A) and Culver
Citybus that provides alternative transportation throughout the community of Marina del Rey and into parts of the 1os
Angeles Metro Region. The closest bus stops from the proposed project are located on Washington Boulevard at Via Marina
(Culver City) and at Palawan Way (Ios Angeles County) for easthound and at Washington Boulevard and Ocean Avenne
(Cutver City) and at Mindanao Way and Lincoln Boulevard (I.os Angeles County) for westbound. Rehabilitation of the
residential structures on the site would not interfere with alternative transportation service as provided by the MT A and Culver
Citybus. Since implementation of the proposed project would not conflict with adopted policies, plans, or programs supporting
alternative transportation, inpacts wonld be less than significant. Further analysis on this topic is not required.
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b) Conflict with an applicable congestion [] [] B4 []
management program (CMP), including, but not

limited to, level of service standards and travel

demand measures, or other standards established by

the CMP for designated roads or highways?

T'he proposed project would not increase the existing residential capacity on the project site and therefore wonld not add 50 or
more_total trips during either the weekday AM or PM peak hours, the threshold to require a detailed CMP analysis.
Consequently, the project would not result in_an increase in_congestion on the surrounding roadway network due to increased
vebicle trips; inipacts would thus be less than significant and additional analysis is not necessary.

c) Result in a change in air traffic patterns, including [] [] [] 4
either an increase in traffic levels or a change in
location that result in substantial safety risks?

The proposed project consists of renovation of an_existing residential apartment complex. 1t would not change any air traffic
patterns and there would be no impact. No further analysis of this topic is required.

d) Substantially increase hazards due to a design [] [] ] []
feature (e.g., sharp curves or dangerous intersections)
or incompatible uses (e.g., farm equipment)?

T'he proposed project does not include changes in roadway design or incompatible uses. The project site is located on the interior
of the Palawan Way mole loop road. Al staging and construction activities are expected to be located on the project site. As
such, no hazardous conditions are anticipated on Palawan Way due to project construction. Additionally, the project wonld not
include an_increase in_intensity that would generate vebicle trips but rather include a renovation and upgrade of an existing
permitted use. Consequently, the project would not result in an increase in_congestion on the surrounding roadway network due
to increased vebicle trips.

e) Result in inadequate emergency access? [] [] 4 []

The proposed project does not include a change to any of the existing emergency access routes. Access to the site is provided via
Palawan Way, a fully improved street. The project will not impair or restrict access on Palawan Way. The project design will
require fire equipment access within 150 feet of all structures. Project impacts would therefore be less than significant and no
additional analysis is necessary.

f) Conflict with adopted policies, plans, or programs ] ] [] X
regarding public transit, bicycle, or pedestrian

facilities, or otherwise decrease the performance or

safety of such facilities?

The proposed project will not interfere with existing Bikeway Plan, Pedestrian Plan, Transit Oriented District development
standards in the County General Plan Mobility Element. Therefore, there will be no impact from the proposed project and no
additional analysis is required.
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18. UTILITIES AND SERVICE SYSTEMS

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
Would the project:

a) Exceed wastewater treatment requirements of [] [] ] []
either the Los Angeles or Lahontan Regional Water
Quality Control Boards?

There is no proposed increase in residential units; therefore, the proposed project would not substantially increase the amount of
wastewater that is generated compared to existing conditions. The proposed project would not increase capacity problems at the
Hyperion wastewater treatment plant that currently serves the project site. The Applicant is proposing to add washing machines
to the indjvidual apartment units (whereas such services are currently provided in “common area” washing machine rooms on the
site), which will nominally increase wastewater generation at the site; however, the Applicant has performed sewer flow tests at
local sewer manholes (under the supervisor of DPW), the results of which indicate sewer line capacity will remain adequate to
serve the site with the addition of washing machines in the apartment units. As such, impacts are considered less than significant
and further analysis on this topic is not required.

b) Create water or wastewater system capacity [] [] ] []
problems, or result in the construction of new water or

wastewater treatment facilities or expansion of

existing facilities, the construction of which could

cause significant environmental effects?

There is no proposed increase in residential units; therefore, the proposed project would not substantially increase the amount of
sewage that is generated nor substantially increase the demand for water compared to existing conditions. The proposed project
would not increase capacity problems at the Hyperion wastewater treatment plant that currently serves the project site. As such,
project implementation would not materially increase existing flows to the wastewater treatment plan serving the site. As noted,
the proposed project does include the installation of washing machines in_each of the units. However, wastewater infrastructure
for the project site (i.e., capacity of local sewer lines serving the site) will continue to be adequate with the addition of individual
washing machines to the apartment units (as described above). Therefore, project impacts would be less than significant and
further analysis on this topic is not required.

c) Create drainage system capacity problems, or result [] [] B4 []
in the construction of new storm water drainage

facilities or expansion of existing facilities, the

construction of which could cause significant

environmental effects?

The proposed project site contains an_existing drainage system that is_adeguate in terms of capacity but that may require
upgrading in regards to modern stormwater management and the County’s Low Impact Development (IID) Program. For this
reason it is anticipated that drainage patterns and runoff quantities of the project site would remain substantially the same size
as under current conditions, that drainage system capacity problems will thus not result from the project, and that there will be
no_need for expansion of existing drainage facilities. Runoff would continue to outlet through the storm drain system after such
treatment. Project implementation wonld not substantially alter existing runoff and drainage conditions at the project site nor
substantially increase erosion or siltation. Impacts are thus considered less than significant and no further analysis is required.
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d) Have sufficient reliable water supplies available to [] [] ] []
serve the project demands from existing entitlements

and resources, considering existing and projected

water demands from other land uses?

The project site is located in a developed area of Marina del Rey that is currently served by an existing water conveyance systen.
Fire flows to the project site are adequate for the uses that currently exist on the project site (Parcel 28). Furthermore, the
proposed project site contains fire hydrants located around the project site to provide hook-ups for the fire department in case of a
fire on_the project site. The proposed project would not include the addition of floors to the existing residential structures:
therefore, an_increase need in fire flow is not anticipated to be required to adequately serve the proposed project upon its
completion. Per 1.os Angeles County’s typical process, formal approval of fire flow rates for the project site would occur during
the building permit process prior to issuance of permits. Impacts are thus considered to be less than significant and no further
analysis is required.

e) Create energy utility (electricity, natural gas, ] ] [] X
propane) system capacity problems, or result in the

construction of new energy facilities or expansion of
existing facilities, the construction of which could
cause significant environmental effects?

The project site currently receives electricity from the Southern California Edison Company and natural gas from the Southern
California Gas Company. Infrastructure currently exists on the project site, which conveys an adeguate supply of electricity and
natural gas to the existing uses on the project site. Project development would not result in an increase of residential units and
would not result in_any appreciable intensification of use on_the project site. New fixtures installed as part of the renovation
would be energy efficient; therefore, the proposed project would not increase demand for electricity and natural gas compared to
excisting conditions. No impacts wonld occur and further analysis on this topic is not required.

f) Be served by a landfill with sufficient permitted [] [] B4 []
capacity to accommodate the project’s solid waste
disposal needs?

The proposed project would not increase intensity of the existing land uses, and therefore, would generate approximately the same
amount of solid waste that is being generated under existing conditions. During project construction and rebabilitation activities,
an_increase in_the amount of construction debris would occur; however, this increase would be temporary in nature and would be
able to be accommodated by the local solid waste disposal service provided in the community of Marina del Rey. Furthermore,
any debris that would be generated by the proposed project would be subject to the diversion rate. Since the proposed project
would not generate significantly more solid waste upon its completion than is being generated under existing conditions and since
renovation of the proposed project site would produce a minimal amount of renovation debris that can be adequately disposed of
at landfill facilities serving the project site, project impacts wonld be less than significant; no additional analysis is required.

g) Comply with federal, state, and local statutes and [] [] B4 []
regulations related to solid waste?

The proposed project would comply with all federal, state, and local statutes regulating solid waste. There would be a less than
significant impact from the proposed project on solid waste statutory compliance and no additional analysis is required.
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19. MANDATORY FINDINGS OF SIGNIFICANCE

Less Than
Significant
Potentially Impact with  Less Than
Significant  Mitigation Significant  No
Impact Incorporated  Impact Impact
a) Does the project have the potential to 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, substantially 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?

Based on the findings of this initial study, the proposed project would neither degrade the quality of the environment nor is the
proposed project excpected to eliminate important examples of the major periods of California prebistory. The proposed project
would not substantially reduce the habitat of a fish or wildlife species, cause a fish or wildlife population to drop below self-
sustaining levels, nor threaten a plant or animal community. Some potential exists for the proposed project to impact nesting
birds such as the Great Blue Heron, Black-crowned Night Heron, Double-crested Cormorant, and Great Egret, to the extent
these or other avian species might happen to establish nests on the site. Mitigation measures are presented in this Initial Study
that would require the applicant'’s strict adberence to policies of the certified I.CP which appropriately mitigate impacts to
nesting birds. With implementation of these mitigation measures, impacts would be reduced to a less than significant level and
further analysis on this topic is not required.

b) Does the project have the potential to achieve short- [] [] [] B4
term environmental goals to the disadvantage of long-
term environmental goals?

The proposed project would not disadpantage any long-term environmental goals of Los Angeles County or those identified in the
Marina del Rey 2010 Conservation and Management Plan in an effort to achieve short-term environmental goals, as both goals
are_consistent with each other. Moreover, by incorporating state-of-the-industry Green Building standards, where feasible, the
project’s _short-term _environmental protection _and sustainability components will belp to fulfill the County’s longer-term
environmental protection and sustainability goals.

c) Does the project have impacts that are individually [] [] B4 []
limited, but cumulatively considerable?

(""Cumulatively considerable" means that the

incremental effects of a 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)?

As described throughont this Initial Study, the proposed project wonld not increase the current land use intensity on the project
site. Related projects as specified above wonld be involved in individual environmental review to determine the level of significance
for impacts pertaining to each of their individual development. Therefore, cumnlative impacts would be less than significant and
the project’s contribution to cumulative impacts would not be cumulatively considerable.
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d) Does the project have environmental effects which [] [] ] []
will cause substantial adverse effects on human
beings, either directly or indirectly?

As described throughout this Initial Study, the proposed project includes the rebabilitation of an existing residential apartment
complex. The proposed project would not include construction or operational activities that would canse a_substantial adperse
effect on buman beings. Any such impacts, either direct or indirect, would be less than significant and further analysis on this
topic is not required.

APPENDICES

1: Air Ouality and Greenhouse Gas Assessment for the Mariner’s Bay Rebabilitation Project in Los Angeles County,
California. Impact Sciences, November 2013

2: Noise Assessment for the Mariner’s Bay Rebabilitation Project in 1os Angeles County, California. Impact Sciences,
November 2013
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OPTION TO AMEND LEASE AGREEMENT
(Parcel 28W)

THIS OPTION TO AMEND LEASE AGREEMENT (“Agreement”) is made and
entered into as of , 2015 by and between the COUNTY OF LOS
ANGELES (“County”) and MARINERS BAY COMPANY, a California limited partnership
(“Lessee™).

RECITALS

A County, as lessor, and The Pacific Boat Marina, Inc., a Kentucky
corporation, as lessee, entered into Lease No. 9427 dated May 14, 1965 (as amended prior
hereto, the “EXxisting Lease”), concerning the lease of certain real property in the Marina del Rey
Small Craft Harbor, which as modified prior to the date hereof, is now commonly known as
Parcel No. 28W, as more particularly described in the Existing Lease (the “Premises”).

B. The term of the Existing Lease is currently scheduled to expire on
February 28, 2022 (the “EXxisting Expiration Date”).

C. 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 February 28, 2061, and (ii) the 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 February 28, 2061, and (ii) the 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
28W 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 (ii) the date that is eighteen (18) months following the date of this Agreement
(the “Outside Expiration Date”). 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 (as such
Outside Expiration Date may have been previously extended as set forth herein) the Conditions
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Satisfaction Date has not occurred and in the reasonable judgment of the Director of the
Department of Beaches and Harbors of the County (the “Director”) Lessee has been unable,
despite Lessee’s diligent efforts, to satisfy the Option Conditions due to causes beyond the
reasonable control of Lessee (including, without limitation, Unreasonable County Activity), then
upon Lessee’s request Director shall have the discretion to extend the Outside Expiration Date
for six (6) months to permit Lessee additional time to satisfy the Option Conditions. There shall
be no extension of the Outside Expiration Date if as of the original Outside Expiration Date there
is an outstanding uncured 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 applicable
cure period applicable under the Existing Lease. If Lessee desires to have the Outside Expiration
Date extended pursuant to this paragraph, then not later than thirty (30) days prior to the original
Outside Expiration Date, Lessee shall deliver to Director the following: (a) Lessee’s written
request for the extension (the “Extension Request”), and (b) a fee of Twenty-Five Thousand
Dollars ($25,000.00) for the extension of the Outside Expiration Date (the “Option Term
Extension Fee”). The Option Term Extension Fee shall be non-refundable and shall be in
addition to the Option Fee. The Extension Request shall include a description of Lessee’s efforts
to satisfy the Option Conditions and the status and Lessee’s good faith estimate of the projected
date for satisfaction of the Option Conditions. Notwithstanding the foregoing, if Lessee
reasonably expects to satisfy the Option Conditions prior to the original Outside Expiration Date,
but during the thirty (30) day period immediately preceding the original Outside Expiration Date
a condition first arises or an event first occurs that prevents Lessee from satisfying the Option
Conditions by the original Outside Expiration Date, then the required date by which Lessee must
deliver the Extension Request and the Option Term Extension Fee shall be extended to promptly
following Lessee’s discovery of the condition or event that will delay its satisfaction of the
Option Conditions beyond the original Outside Expiration Date. If Director determines not to
grant the extension of the Outside Expiration Date requested by Lessee pursuant to the terms and
provisions of this paragraph, 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.

Notwithstanding the limitation of the extension of the Outside Expiration Date to
the 6-month extension period set forth in the immediately preceding paragraph, in the case of the
non-satisfaction of the Entitlements Condition (as defined in Section 3 below), if Lessee’s
inability to satisfy the Entitlements Condition is caused by (I) a moratorium which prohibits the
issuance of the Entitlements for the Landside Improvements Work (as defined in Section 5.1 of
the form of Restated Lease)and all other similar projects in Marina del Rey on land leased from
the County, (1) a temporary restraining order, injunction or other court order obtained by a third
party unaffiliated with Lessee that prohibits the issuance of the Entitlements for the Landside
Improvements Work, or (111) 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,
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however, that the Outside Expiration Date shall in no event be extended beyond the third (3)
anniversary of the date of this Agreement.

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, without limitation, the Marina del Rey Design Control Board, County Department of
Regional Planning, County Board of Supervisors and California Coastal Commission, as
applicable) for the construction of the Landside Improvements 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 Landside Improvements 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, as defined in Section 5.1 of the form of Restated Lease (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, which approval shall not be unreasonably withheld, conditioned or delayed. 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. If, prior to either the exercise of the Option or the
Effective Date of the Restated Lease, this Agreement and/or the Option are assigned to the Pre-
Approved Assignee or another assignee, then Director shall have the right to require that, as a
condition to County’s obligation to execute the Restated Lease, a completion guaranty with
respect to the Renovation Work, in such form as is acceptable to Director in the exercise of
Director’s good faith judgment, be executed as of the Effective Date of the Restated Lease by
such person(s) and/or entity(ies) as are acceptable to Director in the exercise of Director’s good
faith judgment.

4. 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
(i) Lessee’s execution and delivery to County of the Restated Lease with any additional terms
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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 form of
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; (e)
Director shall have approved all plans, specifications and other materials for the Landside
Improvements Work required to be submitted to Director pursuant to Section 6.3 of this
Agreement; (f) Lessee shall have submitted working drawings for the Landside Improvements
Work to the County Building Department; and (g) Lessee shall have notified Director of the
Alternative Docks Configuration (as defined in the Restated Lease) selected by Lessee. 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 isin 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 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 Restated 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 4.
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5. 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.

6. Entitlements and Plan Preparation During Option Term.

6.1  Obtaining Entitlements. During the Option Term, Lessee shall use
its diligent efforts to satisfy 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.

6.2  County Cooperation; Addition of Park Parcel to Leasehold.. 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.

If Lessee exercises the Option, County and Lessee agree that the “Park” (as
described in Subsection 5.1.1(g) of the form of Restated Lease) shall be added to the Premises
under 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 form of Restated
Lease) for the Landside Improvements 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
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Section 6.3 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 6.2 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:

@) 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 6.2, in no event shall Lessee be entitled to any extension of the Option Term
for any period of the delay under this Section 6.2 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 6.2 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.

(©) 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.

6.3 Plans and Specifications for Landside Improvements Work. The Landside
Improvements Work shall be constructed by Lessee in accordance with and subject to the terms
and provisions of Article 5 of the form of Restated Lease. The requirements of Article 5 of the
form of 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 Landside Improvements Work (which shall not be
unreasonably conditioned, withheld or delayed), as set forth in more detail in Section 5.3 of the
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form of 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 form 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 (which shall not be unreasonably conditioned, withheld or delayed), 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 Marina del Rey Design Control Board, the County Department of Regional Planning
and the California Coastal Commission, as applicable) in connection with Lessee’s applications
for or receipt of the Entitlements for the Landside Improvements 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 6.3
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 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 6.3, 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
Landside Improvements 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 Landside Improvements Work
required under Subsection 5.3.1 of the form of Restated Lease. Such approved schematic plans
and narrative description of the Landside Improvements Work are set forth or referenced in the
Renovation Plan attached as Exhibit B to the Restated Lease.

7. 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”):

(i)  delete Sections 11, 13 and 14 of the Existing Lease and insert
Subsection 4.2.2 of the form of Restated Lease in lieu of such Sections 11. 13 and 14
(for purposes hereof, all references in such Subsection 4.2.2 to “Annual Minimum Rent”
or “Monthly Minimum Rent” shall mean and refer to the square foot rental (payable
annually or monthly, as applicable) referenced in Section 12 of the Existing Lease, as
amended below);

(i)  the square foot rental payable under Section 12 of the Existing
Lease shall be adjusted as of the Effective Amendment Date and each three (3) years
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thereafter through the remaining term of the Existing Lease to equal seventy-five percent
(75%) of the average total annual rent that was payable by Lessee under the Existing
Lease during the three (3) year period immediately preceding each such adjustment date,
provided that in no event shall the annual square foot rental ever be reduced to be less
than the annual square foot rental required to be paid under Section 12 of the Existing
Lease as of the date immediately prior to each such adjustment;

(i) 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;

(iv) 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 Avrticle 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:;

(v)  add the last four (4) sentences of Section 4.5 of the form of Restated
Lease to the Existing Lease;

(vi) amend and restate Section 7 of the Existing Lease in full in
accordance with Article 7 of the form of Restated Lease;

(vii) 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;

(viii) 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;”

(ix)  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;

x) add the last sentence of Section 10.3 and all of 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 Restated Lease to “Sections 10.1 through 10.3 above” shall
mean and refer to Section 35 of the Existing Lease, as amended);

(xi)  incorporate Section 8 of this Agreement into the Existing Lease
such that the terms and provisions of such Section 8 that were applicable during the
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Option Term are extended to be applicable during the remaining term of the Existing
Lease; and

(xii) 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 (xi) 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 7, 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).

8. Changes of Ownership and Financing Events During the Option Term. As
additional consideration for the grant of the Option, Lessee agrees that terms and provisions
similar to those set forth in Sections 4.6 through 4.8 of the form of Restated Lease (as modified
and set forth in Sections 8.1 through 8.4 below) pertaining to Changes of Ownership and
Financing Events (as such terms are defined in the form of Restated Lease) shall be applicable to
the Existing Lease during the Option Term. Upon the expiration of the Option Term without
exercise of the Option, this Section 8 shall remain in effect until the execution of the Non-
Exercise Amendment, and upon execution of the Non-Exercise Amendment this Section 8 shall
terminate. If the Option is exercised, then commencing after the Effective Date of the Restated
Lease this Section 8 shall terminate and the terms and provisions of the Restated Lease shall
control with respect to any Changes of Ownership or Financing Events that occur after the
Effective Date of the Restated Lease. If a Change in Ownership or Financing Event occurs
concurrent with the execution and delivery of the Restated Lease, then the terms and provisions
of this Section 8 shall control with respect to such Change of Ownership or Financing Event and
for purposes of the application of this Section 8, such Change of Ownership or Financing Event
shall be considered to have occurred under the Existing Lease (as opposed to under the Restated
Lease). Any capitalized terms set forth in Sections 8.1 through 8.4 below that are not defined in
this Agreement shall have the same meanings given to such terms in the form of Restated Lease.

8.1 Changes of Ownership and Financing Events. Except as otherwise
provided in this Section 8.1, each time during the period during which this Section 8 is in effect
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) a Net Proceeds Share, in the event such
Change of Ownership or Financing Event is consummated. “Net Proceeds Share” shall mean
the applicable amount determined pursuant to Section 8.3 below. Changes of Ownership and
Financing Events are further subject to County approval as and to the extent required under the
Existing Lease.
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8.1.1 Change of Ownership. “Change of Ownership” shall

mean (a) any transfer by Lessee of a five percent (5%) or greater direct ownership
interest in the Existing 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 8.1.1(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.
“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%).

8.1.2 Excluded Transfers. Notwithstanding anything to the

contrary contained in this Section 8, 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:

24153932.5

8.1.2.1 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 date of this Agreement (or the date of the most recent previous approved
Change of Ownership), 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 date of this
Agreement (or the date of such most recent previous approved Change of
Ownership), including in each case to or from a trust for the benefit of the immediate
family (as defined in Subsection 8.1.2.3 below) of any direct or indirect partner,
shareholder or member of Lessee who is an individual;

8.1.2.2 atransfer to a spouse in connection with a property
settlement agreement or decree of dissolution of marriage or legal separation, as long
as such transfer does not result in a Change of Control of Lessee or a change in the
managing member or general partner of Lessee;

8.1.2.3 atransfer of ownership interests in Lessee or in
constituent entities of Lessee (i) to a member of the immediate family of the
transferor (which 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, or (iii) from such a trust or any trust that is an owner in a constituent
entity of Lessee as of the date of this Agreement (or the date of such most recent
previous approved Change of Ownership), 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 8.1.2.3 is the result of
gift, devise, intestate succession or operation of law;

8.1.2.4 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
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exchange or traded in the over-the-counter market and whose price is regularly
quoted in recognized national quotation services;

8.1.2.5 a mere change in the form, method or status of
ownership, as long as there is no change in the actual beneficial ownership of the
Existing Lease, Lessee or a Major Sublease, and such transfer does not involve an
intent to avoid Lessee’s obligations under this Section 8 with respect to a Change of
Ownership;

8.1.2.6 any transfer resulting from a Condemnation by
County;

8.1.2.7 provided that the Exemption Requirements (as
defined below) are satisfied immediately prior to and following any transfer described
herein, the transfer in the ordinary course of business of any beneficial interests in the
Prudential Fund (as defined below);

8.1.2.8 transfers of any direct or indirect beneficial
interests in Prudential (as defined below); or

8.1.2.9 provided that the Exemption Requirements are
satisfied immediately before and after the transfer, the transfer of the Prudential
Fund’s direct or indirect interest in Lessee from one Prudential Fund to another
Prudential Fund or in connection with a reorganization or restructuring of such
Prudential Fund.

For purposes of Subsections 8.1.2.7 through 8.1.2.9 above and Subsection 8.3.8 below,
the following terms shall have the following meanings:

“Control” and its derivative terms such as “Controlling” or “Controlled” shall mean
the direct or indirect power to direct the management, policies and/or decision making of
a person or entity, whether through the ownership of voting securities, by contract or
otherwise.

“Exemption Requirements” means the satisfaction of all of the following: (a)
Prudential continues to Control the Prudential Fund, (b) the beneficial interests of the
Prudential Fund in Lessee constitute less than ten percent (10%) of the total assets held
by such Prudential Fund (in terms of market value), and (c) no single person or entity (or
group of affiliated persons or entities) holds more than fifteen percent (15%) of the total
beneficial interests in the Prudential Fund.

“PRISA II” means the insurance company separate account managed by Prudential
and known as “PRISA II”, it being acknowledged and agreed that the structure of the
insurance company separate account is such that PICA holds legal title to PRISA II’s
investments but the beneficial interests in such investments are owned and held by the
third-party investors in PRISA 1.
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“Prudential” means Prudential Financial, Inc., a New Jersey corporation (or such
other legal name or d/b/a name under which such entity may do business from time to
time, “PFI”) and/or The Prudential Insurance Company of America, a New Jersey
corporation (or such other legal name or d/b/a name under which such entity may do
business from time to time, “PICA”) and/or Prudential Investment Management, Inc., a
New Jersey corporation (or such other legal name or d/b/a name under which such entity
may do business from time to time, “PIM”);

“Prudential Fund” means PRISA II and/or any other real estate investment fund or
separate account that is managed or advised by Prudential.

8.1.3 Aaggregate Transfer. “Aggregate Transfer” shall refer to
the total percentage of the shares of stock, partnership interests, membership interests or
any other equity 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 8.1.2) occurring since the later of
(a) the date of this Agreement, (b) the execution by Lessee of a Major Sublease, 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.

8.1.4 Beneficial Interest. As used herein, “beneficial interest”
shall refer to the ultimate direct or indirect ownership interests in Lessee (or a Major
Sublessee, or other entity expressly referenced herein, 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.

8.1.4.1 Interests Held By Entities. Except as otherwise
provided herein, an interest in Lessee, the Existing 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, the Existing 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 the Existing Lease.

8.1.4.2 Ownership of Multiple Assets. The proceeds of
any event constituting or giving rise to a Change of Ownership shall be apportioned
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to the Existing Lease or a Major Sublease, whichever is applicable, and to any other
assets transferred in the same transaction in proportion to the relative fair market
values of the respective assets transferred. The Net Proceeds Share shall be
calculated only by reference to the amount of such proceeds apportioned to the
Existing Lease, a Major Sublease or the beneficial interests therein, as applicable.

8.1.5 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 Agreement and a
financing in which other assets or interests unrelated to the Existing 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 the Existing
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 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.

8.2  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, together with a refund of the amount, if any, of the deposit in excess of
the Administrative Charge otherwise allowable under Section 8.1. 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 8.1 within thirty (30) days after receipt
of the notice from County setting forth the Administrative Charge and any supporting
documentation reasonably requested by Lessee within five (5) business days after its receipt of
such notice. Together with its request for County approval of the proposed transaction, Lessee, a
Major Sublessee or the holder of a beneficial interest in the Existing Lease or a Major Sublease,
as applicable, shall present 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
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in accordance with the terms and provisions set forth in Article 16 of the form of Restated Lease
in the manner prescribed therein 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 (ii) Lessee
shall deposit the disputed portion of the Net Proceeds Share into an interest bearing escrow
account at the closing of the transaction, which portion shall be distributed in accordance with
the arbitration of the dispute pursuant to the terms and provisions set forth in Article 16 of the
form of Restated Lease, in the manner prescribed therein for the resolution of disputes
concerning Fair Market Rental Value.

8.2.1 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 date of this Agreement, or (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) with respect to the EXxisting 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.

8.2.2 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 the terms and provisions set forth in Article 16 of the form of Restated Lease.

8.2.3 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 the Existing Lease, then such failure shall constitute a default by
Lessee under the Existing Lease and County shall have the remedies applicable under the
Existing Lease for a default by Lessee under the Existing Lease.

8.3  Net Proceeds Share. In the event of a Change of Ownership, the
“Net Proceeds Share” shall be the amount by which the greater of the following exceeds the
Administrative Charge paid by Lessee to County in connection with such Change of Ownership:
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(@) the lesser of (i) the Net Transfer Proceeds from such Change of Ownership, or (ii) five percent
(5%) of the Gross Transfer Proceeds from such Change of Ownership; or (b) twenty percent
(20%) of the Net Transfer Proceeds from such Change of Ownership.

“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).

With respect to a Financing Event, the “Net Proceeds Share” shall be the
amount (if any) by which (I) twenty percent (20%) of the Net Refinancing Proceeds from such
Financing Event exceeds (I1) the Administrative Charge paid by Lessee to County in connection
with the transaction. 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 8.3, 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 8.3
below, there shall be no duplication of any amounts to be subtracted from Gross Transfer
Proceeds or the gross principal amount of any Financing Event (as applicable), even if a
particular amount qualifies for subtraction under more than one category.

8.3.1 Transaction by Existing Lessee. In the case of a transfer by
or with respect to the existing Lessee that executed this Agreement (as opposed to a
transfer by a successor or assignee of Lessee, which is addressed in Subsection 8.3.2
below) 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):

8.3.1.1 The sum of (a) Thirty-Seven Million Three
Hundred Seventy-Five Thousand Dollars ($37,375,000.00), plus (b) the amount of the
Option Fee and any Option Term Extension Fee paid by Lessee under this
Agreement, plus (c) actual out-of-pocket costs incurred by Lessee for its third party
consultants and attorneys in connection with the negotiation and consummation of
this Agreement and the Restated Lease (including any term sheet), plus (d) the Actual
Costs reimbursed by Lessee to County in connection with the negotiation and
consummation of this Agreement and the Restated Lease (including any term sheet),
including costs for appraisers, attorneys or consultants (the sum of the amounts in (a),
(b), (¢) and (d) are referred to as the “Base Value™), plus (e) the actual out-of-pocket
design, planning, permitting, entitlement and construction costs paid by Lessee in
connection with physical capital Improvements or Alterations to the Premises
intended to be constructed by Lessee after the date of this Agreement and prior to the
date of the transfer, in compliance with the Existing Lease, which costs have been
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submitted to County within ninety (90) days after the completion of such
Improvements (or in the case of phased construction, within ninety (90) days after the
completion of the applicable phase of such Improvements), or, in the case of a
transfer prior to the completion of any phase of construction, within thirty (30) days
prior to the date of transfer, together with a written certification from Lessee and
Lessee’s construction lender (if applicable) that such costs are accurate, and which
costs shall have been approved in writing by Director (the amounts described in this
clause (e) are referred to as “Improvement Costs). Without limitation of the
immediately preceding sentence, 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
affiliated 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.

8.3.1.2 Commissions, title and escrow costs, legal
fees and expenses, 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 (collectively, “Documented
Transaction Costs”).

8.3.1.3 That portion of the principal amount of any
Financing Event after the date of this Agreement that constituted Net Refinancing
Proceeds on which Lessee paid County a Net Proceeds Share.

8.3.2 Transfer by Lessee’s Successor. In the case of a transfer by
or with respect to a successor or assignee of the existing Lessee that executed this
Agreement, “Net Transfer Proceeds” shall mean the Gross Transfer Proceeds received
by that successor or assignee, minus the following costs with respect to such successor
Lessee:

8.3.2.1 The greatest of (a) the sum of the Base Value, plus
Improvement Costs incurred subsequent to the date of this Agreement 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 (c) 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, 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;

8.3.2.2 (a) The amount of any Option Term Extension
Fee (if applicable and if paid by such successor, but not if paid by the existing Lessee
that executed this Agreement) plus (b) the Improvement Costs actually paid by such
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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 8.3.2.1(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 and Lessee certification, as provided in Subsection 8.3.1.1; plus
(c) if the transfer under this Subsection 8.3.2 is made by the Pre-Approved Assignee
(as defined in Section 10.6 below), the product of the Applicable Fraction multiplied
by the Improvement Costs incurred by the Pre-Approved Assignee during the period
prior to the Pre-Approved Assignee’s acquisition of the leasehold interest until the
date of such acquisition; provided, however, that the aggregate Improvement Costs
under clause (c) of this Subsection 8.3.2.2 that are multiplied by the Applicable
Fraction shall not exceed Three Million Dollars ($3,000,000.00); and

8.3.2.3 Documented Transaction Costs with respect to the
transfer of the interest by the successor.

For purposes of Subsection 8.3.2.2 above, the “Applicable Fraction” shall mean (i) 1.0
if the date of the exercise of the Option is not more than six (6) months after the date of
this Agreement; (ii) 0.75 if the date of the exercise of the Option is more than six (6)
months but not more than nine (9) months after the date of this Agreement; (iii) 0.50 if
the date of the exercise of the Option is more than nine (9) months but not more than
twelve (12) months after the date of this Agreement; or (iv) 0.25 if the date of the
exercise of the Option is more than twelve (12) months but not more than fifteen (15)
months after the date of this Agreement. Notwithstanding the foregoing, if the Effective
Date of the Restated Lease is more than forty-five (45) days after the date of the exercise
of the Option by Lessee as a result of any reason other than County’s failure to execute
the Restated Lease within such forty-five (45) day period even though Lessee has
executed the Restated Lease and satisfied all conditions precedent to the execution of the
Restated Lease by County (including without limitation, Lessee’s Project Financing
being in a position to close without further condition or contingency other than County’s
execution of the Restated Lease), then all of the references in clauses (i) through (iv) of
this paragraph to “the date of the exercise of the Option” shall instead mean and refer to
“the Effective Date of the Restated Lease.”

8.3.3 Transfers of Major Sublessee’s Interest. With respect to
any Change of Ownership described in Subsection 8.1.1(b), Subsections 8.3.1 and 8.3.2
shall apply, 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 the
Existing Lease (other than payment of Net Proceeds Share) shall be disregarded in the
computation of Net Transfer Proceeds.

8.3.4 Other Transfers. With respect to any Change of Ownership
that is not an Excluded Transfer and is not described in Subsections 8.3.1 through 8.3.3
(e.g., a transfer of an interest in an entity holding a direct or indirect ownership interest in
the Existing Lease or in a Major Sublease), Subsections 8.3.1 and 8.3.2 shall apply to
such Change of Ownership, except that 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
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an Aggregate Transfer (which cost shall in no event be deemed to be less than a pro rata
share of the Base Value and Improvement Costs (or following a transfer by the existing
Lessee that executed this Agreement, such cost shall in no event be deemed to be less
than a prorata share of the sum of Subsections 8.3.2.1 plus 8.3.2.2 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 upon a
transfer of a comparable interest in the Existing Lease or in a Major Sublease, as
applicable.

8.3.5 Net Refinancing Proceeds. “Net Refinancing Proceeds”
shall mean the gross principal amount of any Financing Event after the date of this
Agreement, 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, (ii) the original principal amount of any subsequent
refinancing by Lessee in connection with which County was paid a share of Net
Refinancing Proceeds (plus if the financing described in this clause (ii) was secondary
financing, the original principal balance of any then existing financing that was not repaid
as a part of such secondary financing), 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 incurred after the date of this Renewal Agreement, (c) other
Improvement Costs incurred by Lessee after the date of this Agreement and not paid for
or repaid with the proceeds of any Financing Event, and (d) Documented Transaction
Costs with respect to such Financing Event.

8.3.6 Transfers to which Sections 8.1 through 8.3 Apply. The
provisions of Sections 8.1 through 8.3 hereof shall apply to all transfers of beneficial
interests in the Existing Lease or a Major Sublease which constitute a Change of
Ownership, unless such transfers are otherwise excluded pursuant to this Section 8.
Furthermore, the provisions of Sections 8.1 through 8.3 hereof, 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 8.1
through 8.3 of this Agreement and which, viewed together, would otherwise constitute a
Change of Ownership.

8.3.7 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
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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 8.1.1(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 the Existing Lease).

8.3.8 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 (i) all shareholders, partners, members and other holders of
equity or beneficial interests in Lessee, the Existing Lease or the Major Sublessee under
any Major Sublease, and (ii) all shareholders, partners, members and other 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 commercially reasonable efforts to obtain such
information voluntarily and provides County with the opportunity to review any such
information so obtained. Lessee agrees to use its commercially reasonable diligent
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. Notwithstanding any contrary
provision of this Subsection 8.3.8, during such period as a Prudential Fund holds a
beneficial interest in Lessee and the Exemption Requirements are satisfied, Lessee shall
not be required to disclose the identity of the individual persons or entities that hold the
beneficial interests in the Prudential Fund.

8.4  Effect Upon Sections 4.6 through 4.8 of the Restated Lease of
Changes of Ownership That Occur During the Option Term. If a Change of Ownership occurs
during the Option Term with respect to which a Net Proceeds Share is payable under this Section
8 and the Gross Transfer Proceeds from such Change of Ownership exceed Thirty-Seven Million
Three Hundred Seventy-Five Thousand Dollars ($37,375,000.00), then prior to the execution of
the Restated Lease Section 4.8.1.1 of the form of Restated Lease shall be modified in accordance
with the “DRAFTING NOTE” set forth in such Section 4.8.1.1.
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9. 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.

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. Except as expressly provided in this Section 10.6,
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. Notwithstanding the foregoing, (a)
Lessee shall have the right to collaterally assign its rights and obligations under this Agreement
in connection with a collateral assignment by Lessee of its leasehold interest under the Existing
Lease to a lender as security for a loan approved by County, which approval shall not be
unreasonably withheld; (b) Lessee shall have the right to assign its rights and obligations under
this Agreement to a limited liability company controlled by or under common control with
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Lessee if concurrent with such assignment Lessee’s leasehold interest under the Existing Lease is
also assigned to the same entity pursuant to an assignment that is either permitted or approved
under the terms of the Existing Lease; or (c) Lessee shall have the right to assign its rights and
obligations under the Existing Lease and this Agreement to Mariners Bay, LLC, a Delaware
limited liability company (the “Pre-Approved Assignee”) if, and only if, (i) such assignment is
consummated with respect to both Lessee’s leasehold interest under the Existing Lease and its
rights and obligations under this Agreement, and (ii) the ownership structure of Mariners Bay,
LLC immediately prior to and following such assignment is as set forth on Exhibit B attached
hereto, subject to any non-substantial modifications to such ownership structure as are approved
in the good faith judgment of Director.

10.7  Entire Agreement. This Agreement sets forth the full and
complete understanding of the parties relating to the subject matter hereof, and supersedes 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; or (c) an event that constitutes a Lessee Default under Section 10.16 below.

10.13 Exhibits. Exhibits A and B attached to this Agreement are hereby
expressly incorporated herein by reference.
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10.14 Indemnification. Lessee agrees to indemnify, defend and hold
County, its agents, officers and employees, harmless from and against any claim, cause of action
or proceeding brought against County, its agents, officers or employees, and all liabilities and
costs (including, without limitation, attorneys’ fees) incurred in connection therewith, regarding
any contest, opposition or challenge relating to the Entitlements for the Renovation Work,
including, without limitation, any contest, opposition or challenge to the issuance of any
particular permit(s) or approval(s) for the Renovation Work or as to whether the Renovation
Work requires the issuance of any particular permit(s) or approval(s). Lessee shall have the right
to assume the defense of any such action or proceeding with counsel reasonably satisfactory to
County.

In the event that any claim, action, or proceeding as described above is
filed against the County, Lessee shall within ten (10) days of the filing, deliver to County an
initial deposit of $5,000 from which costs shall be billed and deducted for the purpose of funding
the costs incurred by County in connection with the defense, or participation or cooperation in
the defense, of such claim, action or proceeding. Such deposit shall be replenished up to the
amount of the initial deposit, each time unreimbursed costs incurred by County reach eighty
percent (80%) of the amount on deposit, without limitation as to the number of supplemental
deposits that may be required prior to completion or resolution of the matter.

10.15 Reasonableness Standard. Except where a different standard or an
express response period is specifically provided herein, whenever the consent or approval of
County or Director is required under this Agreement, such consent or approval shall not be
unreasonably withheld, conditioned or delayed, and whenever this Agreement grants County or
Director the right to take action, exercise discretion, establish rules and regulations or make
allocations or other determinations, County and Director shall act reasonably and in good faith.

10.16 Existing Encumbrance. 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, except a deed of
trust or mortgage in favor of Voya Retirement Insurance and Annuity (f/k/a ING Life Insurance
Company) (“Existing Lender”) that secures a loan in the original principal amount of
$18,500,000 (“Existing Encumbrance”). The grant of the Option set forth herein is contingent
upon the accuracy of the foregoing representation and warranty, and if such representation and
warranty is not true and correct, then a Lessee Default shall be deemed to have occurred and
County shall have the right to terminate this Agreement upon written notice to Lessee. In
addition, as long as this Agreement remains in effect, no future deed of trust, mortgage or other
security interest (collectively, a “Future Encumbrance”) shall be granted that encumbers
Lessee’s interest in the Existing Lease, the Premises or the improvements located on the
Premises, unless concurrent with the execution and delivery of such Future Encumbrance the
secured party executes and delivers to County a Lender Confirmation (as defined below) with
respect to the Future Encumbrance. A breach of the immediately preceding sentence shall
constitute a Lessee Default under this Agreement and a default by Lessee under the Existing
Lease, and, in addition to any other rights or remedies that County may have under this
Agreement or the Existing Lease, County shall have the right to terminate this Agreement by
written notice from Director to Lessee.
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Concurrent herewith, Lessee has executed and delivered to County a
Promissory Note in the principal amount of $2,000,000 that terminates upon (i) the exercise of
the Option under the Option Agreement, and the execution and delivery by Lessee and County of
the Restated Lease (or, if County defaults in its obligation to execute and deliver the Restated
Lease, then the timely satisfaction of all conditions precedent to the execution and delivery by
County of the Restated Lease); (ii) delivery to County of the Lender Confirmation with respect
to the Existing Encumbrance and any Future Encumbrance (if applicable); or (c) the termination
and release of the Existing Encumbrance and any Future Encumbrance as to which a Lender
Confirmation is not delivered. “Lender Confirmation” means a written instrument, including
any estoppel certificate executed by the County and the lender, in form reasonably satisfactory to
Director that confirms the lender’s consent to this Agreement and agreement that on a
foreclosure of the Existing Encumbrance (or Future Encumbrance, as applicable) any successor
owner of the leasehold interest under the Existing Lease shall be bound by and subject to the
terms and provisions of this Agreement (including without limitation, the terms and provisions of
Section 7 of this Agreement).

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 COUNTY OF LOS ANGELES

By:

Mayor, Board of Supervisors

MARINERS BAY COMPANY, a California
limited partnership

By: Memphis Management Company, Inc., a
California corporation, General Partner

By:
Name:
Title:

ATTEST:

SACHI A. HAMAI, Executive Officer
of the Board of Supervisors

By:

Deputy

APPROVED AS TO FORM:

MARK J. SALADINO,
COUNTY COUNSEL

By:

Deputy

APPROVED AS TO FORM:
MUNGER, TOLLES & OLSON LLP

By:
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EXHIBIT A

FORM OF RESTATED LEASE
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EXHIBITB

PRE-APPROVED ASSIGNEE ORGANIZATION STRUCTURE

Mariners Bay Structure

SP Legacy Mariners Bay LLC,
a Delaware LLC
Nan Managing Member

Silverpeak Capital
Haldings LLC,
a Delaware LLC
Legacy Parners SP Mariners
2702 LLC, Bay LLC

a Delaware LLC a Delaware LLC

20% MM B80% NMM

Promate [60%] Promote [40%]

The Prudential Insurance Company
of America, an insurance company
organized and existing solely
under the laws of the
State of New lersey, acting solely
on behalf of, and for the benefit
of, and with its liability limited
to the assets of, its insurance
company separate acaunt,
PRISA 11

100% |
|

PRI Mariners Bay
Investor, LLC,
a Delaware LLC
Managing Member

[@5%] ﬁm\a\\wr\\\\

Mariners Bay, LLC
a Dedaware LLC

Lessea/Improvemeant Developer & Owner

$88.838M Acq/Predev Equity Capital

[8/+39 Ext.] Year Ground Lease

PreDev Agr & Gﬁ\ /

Legacy Partners
2702 LLC,
a Delaware LLC

379 Units/409 Boat Slips

Leasehold & Option o Extend

Mariners Bay Project

$86.45M Cost

County of Los Angeles
Lessar/Landawner
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AMENDED AND RESTATED LEASE AGREEMENT
PARCEL 28W — MARINA DEL REY

THIS AMENDED AND RESTATED LEASE AGREEMENT (“Lease”) is made and

entered into as of , (“Effective Date”), by and between the
COUNTY OF LOS ANGELES (“County”), as lessor, and :
a (together with its permitted successors and assigns, “Lessee”), as
lessee.

RECITALS

WHEREAS, County, as lessor, and The Pacific Boat Marina, Inc., a Kentucky
corporation, as lessee (“Original Lessee”) , entered into Lease No. 9427 dated May 14, 1965 (as
amended prior hereto, the “Existing Lease”), concerning the lease of certain real property in the
Marina del Rey Small Craft Harbor, which as modified prior to the date hereof, is now
commonly known as Parcel No. 28W, and is more particularly described on Exhibit A attached
hereto and incorporated herein by this reference (the “Premises”);

WHEREAS, the term of the Existing Lease commenced on May 11, 1965 and was
originally scheduled to expire on February 28, 2022 (the “Existing Expiration Date”);

WHERAS, Lessee is the current successor-in-interest to the Original Lessee’s right, title
and interest as lessee under the Existing Lease pursuant to assignment from Mariners Bay
Company, a California limited partnership (“MBC”); and

WHEREAS, County and MBC entered into that certain Option to Amend Lease
Agreement (Parcel 28W) dated as of , 2015 (the “Option Agreement”),
pursuant to which County granted MBC 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
February 28, 2061, and (ii) the renovation of the Premises and the improvements located thereon
in accordance with the terms and provisions set forth in this Lease;

WHEREAS, the rights, interests and obligations of MBC under the Existing Lease and
the Option Agreement have been assigned to and assumed by Lessee and Lessee has exercised
the Option in accordance with the terms and provisions of the Option Agreement; and

WHEREAS, pursuant to the Option Agreement and the exercise of the Option, County
and Lessee desire to enter into this Lease to fully amend and restate the Existing Lease in its
entirety.

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.
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11 Definitions. The defined terms in this Lease shall have the following meanings:

111 “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 the use of County’s environmental consultant), (ii)
costs incurred in connection with appraisals, (iii) 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.

113 “ADA” shall have the meaning set forth in Section 1.2.1.

1.14 “ADDITIONAL DISPUTES” shall have the meaning set forth in
Section 16(a).

1.15 “ADJUSTMENT DATES” shall have the meaning set forth in Section

4.3.

1.16 “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.

1.18 “ALTERATIONS” shall have the meaning set forth in Section 5.2.

1.1.9 “ALTERNATIVE DOCKS CONFIGURATION” shall have the
meaning set forth in Section 5.1.

1.1.10 “ANCHORAGE IMPROVEMENTS” shall mean all docks, gangways,
anchorage slips, end-ties and related anchorage Improvements located on the Premises.

1.1.11 “ANTENNAE?” shall have the meaning set forth in Subsection 3.2.2.5.

1.1.12 “ANNUAL FUNDING MONTH?” shall have the meaning set forth in
Section 5.12.
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1.1.13 “ANNUAL MINIMUM RENT” shall have the meaning set forth in
Subsection 4.2.1.

1.1.14 “ANNUAL RENT” shall have the meaning set forth in Section 4.2.

1.1.15 “APPLICABLE LAWS” shall have the meaning set forth in Subsection
1.2.1.

1.1.16 “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.

1.1.17 “APPROVED APARTMENT/SLIP LEASE” shall have the meaning set
forth in Subsection 11.1.2.

1.1.18 “APPROVED COMMERCIAL LEASE” shall have the meaning set
forth in Subsection 11.1.2.

1.119 “APPROVED GOVERNMENTAL CHANGES” shall mean any
changes to the Renovation Work (or other Alterations, as applicable) required by the
California Coastal 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.

1.1.20 “ASSIGNMENT STANDARDS?” shall have the meaning set forth in
Section 11.2.

1.1.21 “AUDITOR-CONTROLLER?” shall mean the Auditor-Controller of the
County of Los Angeles, California.

1.1.22 “AWARD?” shall have the meaning set forth in Subsection 6.1.3.
1.1.23 “BASE VALUE” shall have the meaning set forth in Subsection 4.8.1.1.

1.1.24 “BENEFICIAL INTEREST” shall have the meaning set forth in

Subsection 4.6.4.

1.1.25 “BIKE DEPOT WORK?” shall have the meanings set forth in Section
5.1.

1.1.26 “BOARD?” shall mean the Board of Supervisors for the County of Los
Angeles.

1.1.27 “BUSINESS DAY shall have the meaning set forth in Section 17.3.
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1.1.28 “CALCULATION NOTICE” shall have the meaning set forth in
Section 4.7.

1.1.29 “CAPITAL IMPROVEMENT FUND” shall have the meaning set forth
in Section 5.13.

1.1.30 “CHANGE OF OWNERSHIP” shall have the meaning set forth in
Subsection 4.6.1.

1.1.31 “CHANGE OF CONTROL” shall have the meaning set forth in
Subsection 4.6.1.

1.1.32 “CITY” shall mean the City of Los Angeles, California.

1.1.33 “COMMUNITY ROOM WORK?” shall have the meaning set forth in
Section 5.1.

1.1.34 “CONDEMNATION” shall have the meaning set forth in Subsection
6.1.1.

1.1.35 “CONDEMNOR” shall have the meaning set forth in Subsection 6.1.4.

1.1.36 “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.

1.1.37 “COST” shall have the meaning set forth in Subsection 4.2.2.3(6).

1.1.38 “COUNTY” shall have the meaning set forth in the first paragraph of
this Lease.

1.1.39 “COUNTY OPTION?” shall have the meaning set forth in Subsection
11.2.4.

1.140 “COUNTY OPTION PRICE” shall have the meaning set forth in
Subsection 11.2.4.

1.141 “COUNTY POOL RATE” shall have the meaning set forth in
Subsection 4.4.5 of this Lease.

1.142 “COUNTY REMOVAL NOTICE” shall have the meaning set forth in
Subsection 2.3.2.

1.1.43 “DATE OF TAKING” shall have the meaning set forth in Subsection
6.1.2.
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1.1.44  “DEMOLITION AND REMOVAL REPORT” shall have the meaning
set forth in Subsection 2.3.2.

1.1.45 “DEMOLITION SECURITY” shall have the meaning set forth in
Subsection 2.3.2.

1.1.46 “DEPARTMENT” shall mean the Department of Beaches and Harbors
of the County of Los Angeles.

1.1.47 “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.

1.1.48 “DISQUALIFICATION JUDGMENT?” shall have the meaning set forth
in Subsection 16.14.1.

1.1.49 “DOCUMENTED TRANSACTION COSTS” shall have the meaning
set forth in Subsection 4.8.1.2.

1.1.50 “EFFECTIVE DATE” shall have the meaning set forth in the first
paragraph of this Lease.

1.1.51 “ENCUMBRANCE?” shall have the meaning set forth in Subsection
12.1.1.

1.1.52 “ENCUMBRANCE HOLDER” shall have the meaning set forth in
Subsection 12.1.1.

1.1.53 “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.

1.154 “EQUITY ENCUMBRANCE HOLDER?” shall have the meaning set
forth in Subsection 12.1.1.

1.1.55 “EQUITY FORECLOSURE TRANSFEREE” shall have the meaning
set forth in Subsection 12.2.1.

1.156 “ESTIMATED COSTS” shall have the meaning set forth in Subsection
2.3.2.

1.1.57 “EVENTS OF DEFAULT” shall have the meaning set forth in Section
13.1.

1.1.58 “EXCLUDED CONDITIONS” shall have the meaning set forth in
Subsection 1.2.3.
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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.

1.1.63 “EXCESS PERCENTAGE RENT PAYMENT” shall have the meaning
set forth in Subsection 4.2.2.4.

1.1.64 “EXTENDED TIME” shall have the meaning set forth in Section 15.15.

1.1.65 “EXTENSION FEE” shall have the meaning set forth in the Option
Agreement.

1.1.66 “FAIR MARKET RENTAL VALUE” shall have the meaning set forth
in Subsection 4.4.1.

1.1.67 “FINAL PLANS AND SPECIFICATIONS” shall have the meaning set
forth in Subsection 5.3.3.

1.1.68 “FINANCING EVENT” shall have the meaning set forth in Subsection
12.1.1.

1.1.69 “FIRST ADJUSTMENT DATE” shall have the meaning set forth in
Subsection 4.2.1.

1.1.70 “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 the 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
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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.

1.1.71 “FORECLOSURE TRANSFER” shall have the meaning set forth in
Subsection 12.2.1.

1.1.72 “FORECLOSURE TRANSFEREE” shall have the meaning set forth in
Subsection 12.2.1.

1.1.73  “GROSS ERROR? shall have the meaning set forth in Subsection
16.14.3.

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 “HAZARDOUS SUBSTANCES” shall mean the following:

(@) petroleum, any petroleum by-products, waste oil, crude oil or
natural gas;

(b) any material, waste or substance that is or contains asbestos or
polychlorinated biphenyls, or is radioactive, flammable or explosive; and

(c) 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,” “toxic substance,” “solid waste” or similarly
defined substance pursuant to any Applicable Laws.

29 ¢¢

1.1.77 “IMPROVEMENTS” means all buildings, structures, fixtures, fences,
fountains, walls, paving, parking areas, driveways, walkways, plazas, landscaping,
permanently affixed utility systems, docks, slips, end-ties and other anchorage
improvements, and other improvements now or hereafter located on the Premises.

1.1.78 “IMPROVEMENT COSTS” shall have the meaning set forth in
Subsection 4.8.1.1.

1.1.79 “INCOME APPROACH?” shall have the meaning set forth in Section
6.5.

1.1.80 “INITIAL CURE PERIOD” shall have the meaning set forth in
Subsection 12.6.3(B(1).
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1.1.81 “INITIATING PARTY” shall have the meaning set forth in Section 16
(a).

1.1.82 “INSTITUTIONAL LENDER” shall have the meaning set forth in
Subsection 12.3.1.

1.1.83 “INSURANCE RENEGOTIATION DATE” shall have the meaning set
forth in Section 9.6.

1.1.84 “LANDSIDE IMPROVEMENTS” means all of the Improvements on
the Premises except for the Anchorage Improvements.

1.1.85 “LANDSIDE IMPROVEMENTS WORK? shall have the meaning set
forth in Section 5.1.

1.1.86 “LANDSIDE IMPROVEMENTS WORK COMPLETION DATE”
means the date of the substantial completion of the Landside Improvements Work.

1.1.87 “LATE FEE” shall have the meaning set forth in Section 4.5.
1.1.88 “LEASE” shall have the meaning set forth in the first paragraph above.
1.1.89 “LEASE YEAR” shall have the meaning set forth in Section 2.1.

1.1.90 “LESSEE” shall have the meaning set forth in the first paragraph of this

Lease.

1.1.91 “LESSEE SALE PRICE” shall have the meaning set forth in Subsection
11.2.4.

1.1.92 “MAJOR SUBLEASE” shall have the meaning set forth in Subsection
11.1.1.

1.1.93 “MAJOR SUBLESSEE” shall have the meaning set forth in Subsection
11.1.1.

1.1.94 “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 apartment units,
(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
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square footage or number of units of the Improvements, (c) changes the number of
anchorage slips or end-ties, or (d) pertains to the Promenade.

1.1.95 “MBC?” shall have the meaning set forth in the Recitals to this Lease.

1.1.96 “MINIMUM REQUIRED COST AMOUNT” shall have the meaning
set forth in Section 5.1.

1.1.97 “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.

1.1.98 “MONTHLY MINIMUM RENT” shall have the meaning set forth in
Subsection 4.2.1.

1.1.99 “NET AWARDS AND PAYMENTS” shall have the meaning set forth
in Section 6.7.

1.1.100 “NET PROCEEDS SHARE” shall have the meaning set forth in Section
4.6.

1.1.101 “NET REFINANCING PROCEEDS” shall have the meaning set forth
in Subsection 4.8.5.

1.1.102 “NET TRANSFER PROCEEDS” shall have the applicable meaning set
forth in Subsection 4.8.1 or 4.8.2.

1.1.103 “NOTICE OF COMPLETION” shall have the meaning set forth in
Subsection 5.7.7.

1.1.104 “OPTION” shall have the meaning set forth in the Recitals to this Lease.

1.1.105 “OPTION AGREEMENT” shall have the meaning set forth in the
Recitals to this Lease.

1.1.106 “OPTION FEE” shall have the meaning set forth in the Option
Agreement.

1.1.107 “OPTION TERM EXTENSION FEE” shall have the meaning set forth
in the Option Agreement.

1.1.108 “ORIGINAL LESSEE” shall have the meaning set forth in the Recitals
to this Lease.
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1.1.109 “OWNERSHIP INTERESTS” shall have the meaning set forth in
Subsection 12.1.1.

1.1.110 “PARK? shall have the meaning set forth in Section 5.1.
1.1.111 “PARK WORK?” shall have the meaning set forth in Section 5.1.
1.1.112 “PARTIAL TAKING” shall have the meaning set forth in Section 6.5.

1.1.113 “PAYMENT BOND” shall have the meaning set forth in Subsection
5.4.3.2.

1.1.114 “PERCENTAGE RENT” shall have the meaning set forth in Subsection
4.2.2.

1.1.115 “PERFORMANCE BOND” shall have the meaning set forth in
Subsection 5.4.3.1.

1.1.116 “PERMITTED CAPITAL EXPENDITURES” shall have the meaning
set forth in Section 5.13.

1.1.117 “PERMITTED USES” shall have the meaning set forth in Section 3.1.

1.1.118 “PORTION SUBJECT TO DEMOLITION” shall have the meaning set
forth in Subsection 2.3.2.

1.1.119 “POST TERM REMOVAL PERIOD” shall have the meaning set forth
in Subsection 2.3.2.

1.1.120 “PREMISES” shall have the meaning set forth in the Recitals to this
Lease.

1.1.121 “PRIMARY COVERAGE” shall have the meaning set forth in
Subsection 9.1.1.

1.1.122 “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.

1.1.123 “PROMENADE” shall have the meaning set forth in Section 15.19 and
in the Renovation Plan.

1.1.124 “PROMENADE WORK?” shall have the meaning set forth in Section
5.1.

1.1.125 “PROPOSED TRANSFER” shall have the meaning set forth in
Subsection 11.2.4.
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1.1.126 “PUBLIC WORKS DIRECTOR?” shall mean the Director of the
Department of Public Works of the County of Los Angeles.

1.1.127 “PURCHASE MONEY NOTE” shall have the meaning set forth in
Subsection 4.7.2.

1.1.128 “QUALIFIED HARD COSTS” shall have the meaning set forth in
Section 5.1.

1.1.129 “RENEGOTIATION DATES” shall have the meaning set forth in
Section 4.4.

1.1.130 “RENOVATION PLAN” shall have the meaning set forth in Section
5.1.

1.1.131 “RENOVATION WORK?” shall have the meaning set forth in Section
5.1.

1.1.132 “REPLY” shall have the meaning set forth in Section 16.5.

1.1.133 “REQUEST FOR ARBITRATION” shall have the meaning set forth in
Section 16(a).

1.1.134 “REQUIRED COMMENCEMENT DATE” means the Required
Landside Improvements Work Commencement Date or the Required Waterside
Improvements Work Commencement Date, as applicable

1.1.135 “REQUIRED COMPLETION DATE” means the Required Landside
Improvements Work Completion Date or the Required Waterside Improvements Work
Completion Date, as applicable.

1.1.136 “REQUIRED LANDSIDE IMPROVEMENTS WORK
COMMENCEMENT DATE” shall have the meaning set forth in Section 5.1.

1.1.137 “REQUIRED LANDSIDE IMPROVMENTS WORK COMPLETION
DATE” shall have the meaning set forth in Section 5.1.

1.1.138 “REQUIRED WATERSIDE IMPROVEMENTS WORK
COMMENCEMENT DATE” shall have the meaning set forth in Section 5.1.

1.1.139 “REQUIRED WATERSIDE IMPROVMENTS WORK COMPLETION
DATE” shall have the meaning set forth in Section 5.1.

1.1.140 “RESPONSE” shall have the meaning set forth in Section 16(a).

1.1.141 “RESPONDING PARTY” shall have the meaning set forth in Section
16(a).

1.1.142 “REVERSION” shall have the meaning set forth in Section 12.12.
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1.1.143 “REVERSION AMENDMENT” shall have the meaning set forth in
Section 5.1.

1.1.144 “REVERSION CONDITION” shall have the meaning set forth in
Section 12.12.

1.1.145 “SEAWALL” shall have the meaning set forth in Section 10.7.

1.1.146 “SECURITY DEPOSIT” shall have the meaning set forth in Section

7.1.

1.1.147 “SELECTED ALTERNATIVE” shall have the meaning set forth in
Section 5.1.

1.1.148 “SEPARATE DISPUTE” shall have the meaning set forth in Subsection
16.10.1.

1.1.149 “STATE” shall mean the State of California.

1.1.150 “STATEMENT OF POSITION” shall have the meaning set forth in
Subsection 16.5(2)(a).

1.1.151 “SUBLEASE” shall have the meaning set forth in Subsection 11.1.1.
1.1.152 “SUBLESSEE” shall have the meaning set forth in Subsection 11.1.1.

1.1.153 “SUBSEQUENT RENOVATION” shall have the meaning set forth in
Section 5.11.

1.1.154 “SUBSEQUENT RENOVATION FUND” shall have the meaning set
forth in Section 5.12.

1.1.155 “SUBSEQUENT RENOVATION PLAN” shall have the meaning set
forth in Section 5.11.

1.1.156 “‘substantial completion” means the completion of the Landside
Improvements Work, Waterside Improvements 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 Improvements
that are the subject of such work (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.

1.1.157 “TERM?” shall have the meaning set forth in Section 2.1.
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1.1.158 “TIME OF THE ESSENCE” shall have the meaning set forth in Section
15.2.

1.1.159 “UMBRELLA COVERAGE” shall have the meaning set forth in
Subsection 9.1.1.

1.1.160 “UNINSURED LOSS” shall have the meaning set forth in Section 10.5.

1.1.161 “WATERSIDE IMPROVEMENTS WORK?” shall have the meaning set
forth in Subsection 5.1.2.

1.1.162 “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 1965, and (3) the Improvements now existing
on the Premises were constructed by Lessee or its predecessors with contractors selected
by them. Except as 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
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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, in the definition
of Applicable Laws the 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.

2. TERM; OWNERSHIP OF IMPROVEMENTS.

2.1 Term. The term of the Lease (“Term”) commenced on May 11, 1965 and, unless
terminated sooner in accordance with the provisions of this Lease, shall expire at 11:59 p.m. on
February 28, 2061. 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:

14
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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 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 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”) not later than four (4) years prior to the then-
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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 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 Director (“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
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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 2.3.2 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 one hundred eighty (180) 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.

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
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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 (i) a residential apartment project, (ii) boat anchorage facilities,
(iii) office use, (iv) community room, (v) bike depot, and (vi) such other related and incidental
uses as are specifically approved by County (collectively, the foregoing shall be referred to
herein as the “Permitted Uses”). The Permitted Uses shall include the right of Lessee to provide
concierge services to the occupants of the residential apartments. 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. Lessee shall operate the renovated portions of
the Premises and Improvements in accordance with a minimum standard of operation that is at
least consistent with the upgraded project amenities and services set forth in the Renovation
Plan.

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.
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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 activity of an
individual that is confined to such individual’s private residence;

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
the health or safety of any persons occupying, using, working at, or patronizing the
Premises or Improvements.

3.2.25  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; and provided, further, that
Lessee shall not be required to obtain Director’s approval of any antenna that exists
on the Premises prior to the Effective Date to the extent that prior to the Effective
Date Lessee and Department engaged in a site inspection of such existing antennae
and Department did not disapprove such existing antennae as being unsightly or
creating a risk of injury or damage to person or property.

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 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
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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 (1) such
Hazardous Substances did not originate at or from the Premises or Improvements, and
(1) 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.

3.2.2.8  The following uses shall not be permitted: (a) fuel sales; (b)
boat or vehicle repair, other than minor servicing or owner maintenance; (c) live bait
sales; (d) commercial sport fishing and tour boats; and (e) trailer boat launching or
storage; provided, however, that facilities for handling and storing dinghies, small
skiffs and similar craft may be permitted upon prior approval in writing from
Director, which approval shall not be unreasonably withheld, conditioned or delayed.

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
or due to temporary interruption for maintenance and repair) in light of these objectives,
consistent with the operation of comparable residential apartment and anchorage 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.
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3.4 Days of Operation. The Promenade and the Park shall be open every day of the
year, except for any closure approved by Director required to perform (a) any Alteration
permitted under this Lease, or (b) maintenance, repair, replacement or restoration work permitted
or required under this Lease. Lessee shall maintain a dockmaster on duty with respect to the
Anchorage Improvements pursuant to the terms and provisions of Section 15.20 of this Lease, on
a schedule approved by County, which approval shall not be unreasonably withheld, conditioned
or delayed. Any changes in the days or hours of operation of the Promenade, the dockmaster or
the Park shall be subject to the written approval of Director, which approval shall not be
unreasonably withheld, conditioned or delayed.

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 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 all public access requirements of the
Marina del Rey Local Coastal Program, as amended.

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 and
Improvements as may be promulgated by County from time to time for general applicability on a
non-discriminatory basis to other residential apartment and 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.

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
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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, 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. County reserves the right to verify by formal audit the amount of
the rents that were payable under the Existing Lease for the period from
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through the day preceding the Effective Date, and Lessee shall remain responsible for the
payment of any additional rental amounts that may be determined by audit under the provisions
of the Existing Lease to be payable by Lessee for such period. Such County audit rights and
Lessee’s obligation with respect to the payment of any such additional rental amounts shall
survive the amendment and restatement of the Existing Lease by this Lease.

Effective from and after the Effective Date and continuing throughout the remaining
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 December 31 that is the
closest in time following the earlier of (a) the Landside Improvements Work Completion
Date or (b) the Required Landside Improvements Work Completion Date, the Annual
Minimum Rent shall be equal to $ per year. [ DRAETING NOTE: Prior to
execution of the Lease insert the amount that equals seventy-five percent (75%) of the
average total annual rent that was payable by Lessee under the Existing Lease during
the first three (3) years of the 3.5 year period immediately preceding the Effective Date,
but not less than the annual square foot rental required to be paid under Section 12 of
the Existing Lease as of the date immediately prior to the Effective Date.]

As of the January 1 immediately following the period described in the
immediately preceding paragraph (the “First Adjustment Date”) the Annual Minimum
Rent shall be adjusted to equal seventy-five percent (75%) of the average of the total
Annual Rent projected to be payable by Lessee to County each year under Section 4.2 of
this Lease during the three (3) year period immediately following the later of the
Landside Improvements Work Completion Date or the First Adjustment 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 period described in the
immediately preceding paragraph. Not later than three (3) months prior to the First
Adjustment 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
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First Adjustment Date. Upon approval by Director, such projected Gross Receipts shall
be used to calculate the Annual Minimum Rent payable by Lessee under this paragraph.

Commencing as of the third (3" anniversary of 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.

@ TWENTY FIVE PERCENT (25%) of Gross Receipts or other fees for the
rental or use of boat slips, anchorages, moorings, dockside storage space, and other
water-side facilities and services ancillary thereto as are generally provided in common to
tenants thereof, including receipts obtained from persons who live on their boats;

(b) TWENTY PERCENT (20%) of Gross Receipts from the rental or other
fees charged for the use of dry storage facilities, landside storage space, boats, motors,
tackle, recreational equipment, tools, equipment, launch and retrieval of small boats and
from the sale of live bait;

(© FOURTEEN AND ONE-HALF PERCENT (14.5%) of Gross Receipts or
other fees charged for (1) the occupancy of apartments, (2) the rental or use of meeting
rooms, or (3) the rental or use of land and/or water or facilities for activities not otherwise
provided for in this section, such as but not limited to television, motion pictures or other
media filming purposes;

(c1) TWELVE PERCENT (12%) 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 retail establishments; provided that, except as provided in
Subsection 4.2.2.5, Gross Receipts or other fees charged for the occupancy of restaurants,
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stores, shops or other commercial establishments shall not be included in the calculation
of Percentage Rent under this category (cl) 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 FIVE PERCENT (5%) of commissions or other fees earned from 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 commissions and other similar activities where earnings are normally on a
commission basis;

U] 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;

(9) SIX PERCENT (6%) of the Gross Receipts received by Lessee (or a
subtenant) if Lessee (or a subtenant) is the operator of the enterprise, or TWENTY
PERCENT (20%) of any commissions or fees collected by Lessee (or an affiliate of
Lessee or a subtenant) if a third party provider is the operator of the enterprise, from
commercial boating activities including, but not limited to, charter boat, bareboat charters
and sport fishing boats;

(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;

Q) 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
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
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Receipts from which are derived from the sale of food or beverages to be consumed off-
site;

(K) Intentionally omitted,
() 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,;

(a) 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;

(9] TWENTY PERCENT (20%) of Gross Receipts from parking fees, except
that (1) parking fees or charges, if any, which are collected in conjunction with an
activity the Gross Receipts from which are required to be reported in a percentage
category higher than twenty percent (20%) shall be included in Percentage Rent at such
higher percentage; and (2) valet parking charges, fees and tips shall not be included in
Percentage Rent under this category, but instead shall be included in Percentage Rent
under category (f) above;

(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; and

(s1) FIVE PERCENT (5%) of the Gross Receipts from the operation of all
stores, shops or boutiques selling items at retail.

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
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
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Percentage Rent for the additional or related use as determined pursuant to this paragraph
shall remain in effect until the next Renegotiation Date.

Lessee may offer concierge services as an amenity for the occupants of the
residential apartments, such as, but not limited to, services to obtain entertainment,
sporting event or amusement park tickets, transportation services, merchandise, food or
other services for such residential apartment occupants. If payment is received from a
concierge patron that represents merely reimbursement of the cost for the subject ticket,
merchandise, food or service obtained for the concierge patron, then such payment shall
not be included in Gross Receipts to the extent that such reimbursement is remitted to the
ticket, merchandise, food or service provider. However, if (i) any business other than
merely providing concierge services is operated on or from the Premises (for example,
but not limited to, the sale or brokering of the sale of entertainment, sporting event or
amusement park tickets, merchandise, food or other services), then all receipts from such
business shall be included in Gross Receipts, and Percentage Rent shall be paid with
respect to such Gross Receipts in accordance with the applicable Percentage Rent
category set forth above in this Subsection 4.2.2; (ii) if only concierge services are
provided, but any payment or other compensation is received from the concierge patron
in excess of the amount required to reimburse the cost of the ticket, merchandise, food or
service obtained for the concierge patron (for example, but not limited to, a mark-up,
service fee or other compensation), then the amount of such excess payment or other
compensation shall be included in Gross Receipts, and Percentage Rent shall be paid with
respect to such Gross Receipts in accordance with Percentage Rent category (f) above;
and (iii) if any payment or other compensation is received from a ticket, merchandise,
food or servicer provider or other party in the nature of a commission or other
compensation relating to the services described in this paragraph, then such payment or
other compensation shall be included in Gross Receipts, and Percentage Rent shall be
paid with respect to such Gross Receipts in accordance with Percentage Rent category (f)
above.

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
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

27

24607381.5



24607381.5

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.

5) In those instances where Gross Receipts are based on the sale of
merchandise, food, beverages or services, Gross Receipts shall not include any of the
following 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
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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;

I 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;

J. interest or other charges paid by customers of Sublessees
for the extension of credit;

K. the sale of promotional merchandise by Sublessees at cost;
and

I amounts received for services rendered by a Sublessee of
an individual apartment unit (or by a live-aboard) in connection with the operation
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by such Sublessee (or live-aboard) of an in-home business in such apartment unit
(or the boat of such live-aboard), as long as the primary purpose of Sublessee’s
use of the apartment unit (or boat) is for residential occupancy and such in-home
business is an incident to such residential use.

(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. Any disputes relating to Gross Receipts
and calculation of rental payments may be submitted to arbitration as set forth in
Article 16 of this Lease.

4.2.25  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
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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
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 (ii) the Gross Receipts received by Lessee from such Sublessee under category (c)
or (c1) of Subsection 4.2.2.

4.2.2.6 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.

43  Adjustments to Annual Minimum Rent. As of the third (3') anniversary 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 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 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 Effective Date, and the January 1
following each subsequent tenth (10th) anniversary of the Effective Date 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
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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 VValue for any other Percentage Rent
category in which the Fair Market Rental VValue 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 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
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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.

443 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.

445 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 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
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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.

45  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 (15™) 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
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
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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, (¢) 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:

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 of the most recent previous approved Change of
Ownership after the Effective Date), to any other direct or indirect partner,
shareholder or member of Lessee (or of a limited partnership, corporation or limited
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liability company that is a direct or indirect owner in Lessee’s ownership structure) as
of the Effective Date (or the date of such most recent previous approved Change of
Ownership), 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, as long as such transfer does not result in a Change of Control of
Lessee or a change in the managing member or general partner of Lessee;

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 (or the date of the most
recent previous approved Change of Ownership after 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;

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;

[DRAETING NOTE: THE REMAINING PROVISIONS OF THIS SUBSECTION
4.6.2 AND THE LAST SENTENCE OF SUBSECTION 4.8.8 BELOW SHALL BE
INCLUDED ONLY IF THE LESSEE IS THE PRE-APPROVED ASSIGNEE
REFERENCED IN THE OPTION AGREEMENT.]
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4.6.2.8 provided that the Exemption Requirements (as defined below)
are satisfied immediately prior to and following any transfer described herein, the
transfer in the ordinary course of business of any beneficial interests in the Prudential
Fund (as defined below);

4.6.2.9 transfers of any direct or indirect beneficial interests in Prudential
(as defined below); or

4.6.2.10 provided that the Exemption Requirements are satisfied
immediately before and after the transfer, the transfer of the Prudential Fund’s direct
or indirect interest in Lessee from one Prudential Fund to another Prudential Fund or
in connection with a reorganization or restructuring of such Prudential Fund.

For purposes of Subsections 4.6.2.8 through 4.6.2.10 above and Subsection 4.8.8 below,
the following terms shall have the following meanings:

“Control” and its derivative terms such as “Controlling” or “Controlled” shall mean
the direct or indirect power to direct the management, policies and/or decision making of
a person or entity, whether through the ownership of voting securities, by contract or
otherwise.

“Exemption Requirements” means the satisfaction of all of the following: (a)
Prudential continues to Control the Prudential Fund, (b) the beneficial interests of the
Prudential Fund in Lessee constitute less than ten percent (10%) of the total assets held
by such Prudential Fund (in terms of market value), and (c) no single person or entity (or
group of affiliated persons or entities) holds more than fifteen percent (15%) of the total
beneficial interests in the Prudential Fund.

“PRISA 11” means the insurance company separate account managed by Prudential
and known as “PRISA II”, it being acknowledged and agreed that the structure of the
insurance company separate account is such that PICA holds legal title to PRISA II’s
investments but the beneficial interests in such investments are owned and held by the
third-party investors in PRISA 1.

“Prudential” means Prudential Financial, Inc., a New Jersey corporation (or such
other legal name or d/b/a name under which such entity may do business from time to
time, “PFI1”) and/or The Prudential Insurance Company of America, a New Jersey
corporation (or such other legal name or d/b/a name under which such entity may do
business from time to time, “PICA”) and/or Prudential Investment Management, Inc., a
New Jersey corporation (or such other legal name or d/b/a name under which such entity
may do business from time to time, “PIM”);

“Prudential Fund” means PRISA II and/or any other real estate investment fund or
separate account that is managed or advised by Prudential.
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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 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.

46.4 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, or other entity expressly referenced herein, 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
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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
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
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County as otherwise required hereunder the undisputed portion of the Net Proceeds Share and (ii)
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
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) 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 (c) 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
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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 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. In the event of a Change of Ownership, the “Net Proceeds
Share” shall be the amount by which the greater of the following exceeds the Administrative
Charge paid by Lessee to County in connection with such Change of Ownership: (a) the lesser of
(i) the Net Transfer Proceeds from such Change of Ownership, or (ii) five percent (5%) of the
Gross Transfer Proceeds from such Change of Ownership; or (b) twenty percent (20%) of the Net
Transfer Proceeds from such Change of Ownership.

With respect to a Financing Event, the “Net Proceeds Share” shall be the amount (if
any) by which (1) twenty percent (20%) of the Net Refinancing Proceeds from such Financing
Event exceeds (I1) the Administrative Charge paid by Lessee to County in connection with the
transaction. 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.

“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).

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 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 Under This Amended and Restated
Lease Agreement. 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):
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4.8.1.1  The sum of (a) Thirty-Seven Million Three Hundred Seventy-
Five Thousand Dollars ($37,375,000.00), plus (b) the amount of the Option Fee and
Option Term Extension Fee (if applicable) paid by Lessee under the Option
Agreement, plus (c) 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 (including any term sheet), plus (d) the
Actual Costs reimbursed by Lessee to County in connection with the negotiation and
consummation of the Option Agreement and this Lease (including any term sheet),
including costs for appraisers, attorneys or consultants (the sum of the amounts in (a),
(b), (c) and (d) are referred to as the “Base Value”) [DRAETING NOTE: Ifa
Change of Ownership occurs prior to the Effective Date with respect to which a Net
Proceeds Share is paid and the Gross Transfer Proceeds from such Change of
Ownership exceeds $37,375,000, then the Base Value shall be restated to equal the
amount of such Gross Transfer Proceeds plus the amounts set forth in Section
8.3.2.2 of the Option Agreement as of the date of the Restated Lease, without
duplication.], plus (e) the final actual out-of-pocket design, engineering, permitting,
entitlement and construction (including construction of the Promenade) costs paid by
Lessee [DRAFTING NOTE: If a change of ownership occurs prior to the Effective
Date with respect to which a Net Proceeds Share is paid, add “after the Effective
Date of this Lease ] in connection with the Renovation Work or other physical
capital Improvements or Alterations to the Premises intended to be constructed after
the Effective Date constructed by Lessee in compliance with Article 5 of this Lease
(the amounts described in this clause (e) are referred to as “Improvement Costs™).
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 affiliated 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.

With respect to Improvement Costs pertaining to the Renovation Work or
the Subsequent Renovation, Lessee shall submit the Improvement Costs to Director
on a progress basis at the end of each ninety (90) day period during construction of
each such project, along with a final accounting of total Improvement Costs for the
applicable project within ninety (90) days after the completion of the work, or, in the
case of a transfer prior to the completion of construction, within thirty (30) days prior
to the date of such transfer. With respect to Improvement Costs for Alterations which
are not part of the Renovation Work or the Subsequent Renovation, Lessee shall
submit such Improvement Costs to Director on an annual basis within ninety (90)
days following the end of each Lease Year, or, in the case of a transfer prior to the
completion of any Alteration, within thirty (30) days prior to the date of transfer.
Lessee shall accompany the final accounting of the Improvement Costs for each
project 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. If by the date required for Lessee’s
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submission of the Improvement Costs for a particular project the final amount of the
Improvement Costs for such project 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 for such project (including a description of the
costs and the amounts under dispute). Lessee shall thereafter notify Director 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 for such project to
reflect the resolution of such dispute.

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 (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.

4.8.2 Transfer by Lessee’s Successor. In the case of a transfer by a Lessee

other than the original entity executing this Amended and Restated Lease Agreement,
“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 (c) 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, 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
and Lessee certification, as provided in Subsection 4.8.1.1; and
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4.8.2.3 Documented Transaction Costs with respect to the transfer of
the interest by the successor.

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
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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 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
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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
(i) 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 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 commercially reasonable efforts to obtain such information voluntarily
and provides County with the opportunity to review any such information so obtained.
Lessee agrees to use its commercially reasonable 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. Notwithstanding any contrary provision of this Subsection 4.8.8,
during such period as a Prudential Fund holds a beneficial interest in Lessee and the
Exemption Requirements are satisfied, Lessee shall not be required to disclose the
identity of the individual persons or entities that hold the beneficial interests in the
Prudential Fund.

o. RENOVATION WORK; ALTERATIONS.

5.1  Renovation Work. As consideration for the extension of the Term pursuant to this
Lease, Lessee shall perform the Landside Improvements Work and Waterside Improvements
Work described in this Section 5.1 (collectively, the “Renovation Work™). The Renovation
Work shall be performed in accordance with the renovation plan for the Renovation Work
attached to this Lease as Exhibit B (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 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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5.1.1 Landside Improvements Work. The “Landside Improvements Work”

means the renovation and other work pertaining to the Landside Improvements located on
the Premises set forth on the Renovation Plan, including without limitation, the
following:

24607381.5

@) new building exterior to include long lasting composite wood
material with a neutral modern color palette highlighted by a stone finish on
vertical accents, insulation added or replaced as required, flashings will be
replaced and new waterproofing and sealants added, replacement of all windows
and sliding doors, replacement of all exterior doors with marine galvanized
hollow metal doors, balconies refinished with a new railing system and
composite wood decking;

(b) completely renovated exterior common areas to include a
completely re-worked pool, tennis courts to be resurfaced, upgraded site
landscaping, new paving materials and fencing in pool areas, and new pool area
landscaping;

(© new roof (including new insulation as required), replacement of all
gutters, scuppers, and other roof drainage components, complete repair or
replacement of radiant heating in unit ceilings in conjunction with completion of
remediation of spray-on acoustical ceilings (or replacement of radiant heating
system with new separate HVAC units, as applicable under Exhibit B), complete
replacement of plumbing risers, upgrade of electrical system to permit
washers/dryers in each unit, installation of cable TV and CAT 5 wiring,
installation of smoke detectors, installation of GFI protected outlets, new copper
water lines, repair or replacement of cast iron waste lines, interlocking pavers on
main entry drive, and installation of SUSMP compliant drainage system;

(d) Standard Unit interiors completely upgraded with new kitchens,
new flooring, new bathrooms, addition of stacked washers and dryers, new
plumbing and new electrical infrastructure;

(e) creation of a club or penthouse level consisting of units completely
upgraded as described for the Standard Units, but upgraded with premium fixtures
and finishes;

()] major renovation of all building interior common areas;

(9) the following public amenities: (i) complete refurbishment of the
“pocket park” that has been added to the Premises located adjacent to project
entry and overlooking Mother’s Beach (the “Park”), including hardscape
resurfacing, benches, tables seating, tree work, landscaping and addition of public
sculpture (the “Park Work™); (ii) a portion of the existing office space to be
converted to a “bike depot” to include bicycles that may be checked out by
tenants as well as certain services to the general public (“Bike Depot Work?”);
(iii) a second portion of the office space to be converted to a “community room”
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to serve as informal meeting space for community and recreational groups based
at Mothers Beach (“Community Room Work”); and (iv) major renovation of the
Promenade (“Promenade Work”); and

(h) renovation of boater restrooms and laundry facilities to include all
new plumbing infra-structure, fixtures, appliances, and all restrooms made ADA
compliant.

5.1.2 Waterside Improvements Work. The “Waterside Improvements Work”
means the demolition and replacement of the existing Anchorage Improvements with
new docks and related improvements in accordance with one of the three following
alternatives (each, an “Alternative Docks Configuration”): (1) approximately the same
number and configuration of slips as exist on the Premises as of the Effective Date, as
modified if and as required to comply with then-Applicable Laws in effect as of the date
of the receipt of all required permits and approvals for the construction of the Waterside
Improvements Work; (2) a configuration providing for 39% slip lengths of 30 feet and
under, 20% slip lengths of 31 feet to 35 feet, and the balance of slip lengths of greater
than 35 feet, as depicted on Exhibit E, or (3) an alternative configuration in compliance
with then-Applicable Laws subject to the approval of the Director, which approval shall
not be unreasonably withheld. The new docks constructed as part of the Waterside
Improvements Work shall be of a first-class, then-current state of the art quality and
design, that is at least commensurate in quality and design to the then-current state of the
art Bellingham-type or equivalent quality facilities constructed on or about 2012, as such
Bellingham-type quality and design may evolve during the period prior to the submission
by Lessee to Director of the preliminary plans and specifications for the construction of
the Waterside Improvements Work.

Prior to the Effective Date Lessee notified Director that it intends to
proceed with [DRAFTING NOTE: Prior to execution of the Lease insert the Alternative
Docks Configuration selected by Lessee prior to the exercise of the Option, and the
status of the receipt of the discretionary entitlement approvals for such Alternative
Docks Configuration selection.](the “Selected Alternative”). [To the extent that Lessee
has not received all discretionary entitlement approvals for the Selected Alternative as of
the Effective Date, Lessee shall diligently pursue receipt of all such remaining entitlement
approvals. If within two (2) years after the earlier of the commencement of construction
of the Landside Improvements Work or the Required Landside Improvements Work
Commencement Date Lessee has been unable to obtain all remaining discretionary
entitlement approvals for the Selected Alternative, then unless Director otherwise agrees
in writing, Lessee shall be required to process the entitlement approvals for, and construct,
the Waterside Improvements Work based on Alternative Docks Configuration 1.] [Prior to
the Effective Date, Lessee has received all discretionary entitlement approvals for the
Selected Alternative. Accordingly, Lessee shall construct the Waterside Improvements
Work based on the Selected Alternative.]

5.1.3 Minimum Required Cost Amounts. Lessee shall be solely responsible for
all costs and expenses incurred in connection with the performance of the Renovation
Work (including all design, entitlement and construction activities). Lessee shall expend
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Qualified Hard Costs equal to not less than the “Minimum Required Cost Amount” set
forth below for each of the following components of the Renovation Work (each, a
“component of the Renovation Work”):

Portion of Renovation Work Minimum Required Cost Amount
Landside Improvements Work $35,600,000
Waterside Improvements Work $11,500,000

Park Work $175,000
Promenade Work $2,318,718

Bike Depot Work $20,000
Community Room Work $20,000

For purposes of this Lease, the Park Work, Promenade Work, Bike Depot Work and
Community Room Work are subsets of the Landside Improvements Work, and the
Qualified Hard Costs for the Park Work, Promenade Work, Bike Depot Work and
Community Room Work shall be included in the total Qualified Hard Costs for the
Landside Improvements Work for the purpose of the satisfaction the total Minimum
Required Cost Amount for the Landside Improvements Work. Each Minimum Required
Cost Amount set forth above shall be increased (but not decreased) by the same
percentage increase (if any) in the ENR Index during the period from August, 2013 to the
month during which the construction contract for the applicable component of the
Renovation Work is executed (or if the ENR Index is not published on a monthly basis,
then the reporting dates for the ENR Index closest in time to August, 2013 and the month
during which the construction contract for the applicable component of the Renovation
Work is executed shall be used).

“Qualified Hard Costs” means the out-of-pocket hard construction costs
(including general conditions and contractor profit) paid to third party contractors for the
construction of a particular component of the Renovation Work. Without limitation of
any other requirements for Qualified Hard Costs, Qualified Hard Costs shall not include
the following (1) the value or cost of land or water area, the existing leasehold or the
existing Improvements, (1) any costs incurred in connection with the preparation of the
Renovation Plan or any plans, drawings or specifications for the Renovation Work, (1)
any permit or development fees or finance charges, (I11) any costs related to the
furnishings in the corporate or other furnished apartments, or (1) any other soft costs
relating to the Renovation Work. If in-house construction labor is used to perform the
Renovation Work construction, then in addition to out-of-pocket hard costs paid to third
parties, Qualified Hard Costs shall also include actual hard costs incurred by Lessee for
utilization of in-house construction labor for actual services rendered at market rates for
comparable services provided by third-party laborers (but not greater than the hourly rate
actually paid by Lessee to such in-house laborers), as such costs are confirmed to and
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reasonably approved by Director. Qualified Hard Costs shall not include any costs
incurred prior to the Effective Date, except that Lessee shall be permitted to include in
the Qualified Hard Costs for the Landside Improvements Work up to $150,000 of out-of-
pocket hard costs incurred by Lessee for the construction of the model apartment units.
Director shall have the right to confirm all Qualified Hard Costs.

5.1.4 Schedule for Construction of Renovation Work. 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 below 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 (a) commence the construction of the Landside
Improvements Work within two (2) months after the Effective Date (the “Required
Landside Improvements Work Commencement Date”); (b) following commencement
of construction of the Renovation Work diligently continue performance of the Landside
Improvements Work in accordance with the construction schedule submitted by Lessee to
and approved by Director prior to the commencement of the Landside Improvements
Work; (c) substantially complete all of the Landside Improvements Work not later than
the third (3" anniversary of the Effective Date (the “Required Landside
Improvements Work Completion Date”); (d) commence the construction of the
Waterside Improvements Work within six (6) months after the earlier of the Landside
Improvements Work Completion Date or the Required Landside Improvements Work
Completion Date (the “Required Waterside Improvements Work Commencement
Date™); (e) following commencement of construction of the Waterside Improvements
Work diligently continue performance of the Waterside Improvements Work in four (4)
phases in accordance with the construction schedule submitted by Lessee to and approved
by Director prior to the commencement of the Waterside Improvements Work; and (f)
substantially complete all of the Waterside Improvements Work not later than three (3)
years after the earlier of the date of the commencement of the Waterside Improvements
Work or the Required Waterside Improvements Commencement Date (the “Required
Waterside Improvements Work Completion Date”)

Unless approved by Director prior to the Effective Date, Lessee shall submit to
Director for Director’s approval a construction schedule (including any applicable
phasing plan) for the construction of the Landside Improvements Work no later than
thirty (30) days after the Effective Date. Notwithstanding any contrary provision of this
Article 5 in no event shall any of the Required Landside Improvements Work
Commencement Date, the Required Landside Improvements Work Completion Date, the
Required Waterside Improvements Work Commencement Date or the Required
Waterside Improvements Work Completion Date be extended for more than one (1) year
for any Force Majeure delay.

In addition to any extension for Force Majeure delay as set forth above and in
Section 5.6 below, Lessee shall have the right to extend the Required Landside
Improvements Work Commencement Date for up to two periods of six (6) months each
by written notice to Director not later than thirty (30) days prior to the then-existing
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Required Landside Improvements Work Commencement Date and the concurrent
delivery to County with such written notice of an extension fee equal to (A) Fifteen
Thousand Dollars ($15,000.00) for the first 6-month extension and (B) Twenty-Five
Thousand Dollars ($25,000.00) for the second 6-month extension. No extension of the
Required Landside Improvements Work Commencement Date under this paragraph shall
extend the Required Landside Improvements Work Completion Date. Lessee shall have
a separate right to extend the Required Landside Improvements Work Completion Date
for up to two periods of six (6) months each by written notice to Director not later than
thirty (30) days prior to the then-existing Required Landside Improvements Work
Completion Date and the concurrent delivery to County with such written notice of an
extension fee equal to (A) Twenty-Five Thousand Dollars ($25,000.00) for the first 6-
month extension and (B) Thirty-Five Thousand Dollars ($35,000.00) for the second 6-
month extension.

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
or complete a component of the Renovation Work by the applicable date set forth in this
Section 5.1 (as extended by 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 shall be
automatically 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”).

If a component of the Renovation Work is not substantially completed by the
Required Completion Date for such component (as extended pursuant to this Section 5.1
and Section 5.6, if applicable), then during the period from the Required Completion
Date for such component of the Renovation Work until the earlier of (a) the date of the
substantial completion by Lessee of such component 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 substantially completed the component of the Renovation Work by the
Required Completion Date for such component (as extended pursuant to this Section 5.1
and 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 applicable component of 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

51

24607381.5



provisions of Article 12 of this Lease, or by any notice or cure rights set forth in Section
13.1.3 of the 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.

5.3 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.

53.1 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.

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
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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 provisions of the Los Angeles County Building Code. Lessee
shall file duplicate copies of the final plans, detailed specifications and construction cost
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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
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Specifications”) without the prior written approval of Director, which shall not be
unreasonably withheld, conditioned or delayed.

5.4 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:

54.1 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; provided, however, that in the case of
multiple phases of the Renovation Work, the permits, licenses and other governmental
approvals necessary for each subsequent phase of the Renovation Work shall be
furnished to the County prior to commencement of such phase.

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.

54.3 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.
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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.

544 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, but good faith, judgment of
Director, to comply with the terms of such guaranty in view of the potential financial
responsibility involved, (ii) 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), (iii) 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.

545 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 each component of the Renovation
Work, Lessee shall have provided County with a construction schedule which will result
in the commencement and completion of the applicable component of the Renovation
Work on or before the respective required dates for such commencement and completion
set forth in Section 5.1 above.
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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
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 each component of the Renovation Work, Lessee shall
thereafter diligently pursue the completion of such construction by the applicable Required
Completion Date for such component (subject to Force Majeure as set forth below). If Lessee is
delayed in the commencement of construction or completion of a component of the Renovation
Work due to Force Majeure, then the Required Commencement Date and the Required
Completion Date, if and to the extent that the event actually causes a delay in the commencement
and completion of construction (as applicable) for such component 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; and (b) in no event shall the Required Commencement Date for
the affected component be extended for more than an aggregate of one year due to Force
Majeure; (c) and in no event shall the Required Completion Date for the affected component be
extended for more than an aggregate of one year due to Force Majeure. 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 the 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 the Subsequent
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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 the 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 approvals for the Renovation Work or the
Subsequent Renovation (as applicable); or (iii) 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
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delay, then the matter shall be referred to the Board of Supervisors of the County for such
determination.

5.7 Manner of Construction.

57.1 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 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.

573 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.

574 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.

575 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
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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
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 Work 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
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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
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
Alterations 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
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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 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 Sections 5.1, Lessee shall be required to complete an additional renovation of
the Landside Improvements 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 the nineteenth (19™) anniversary of the Required Landside
Improvements Work Completion Date; provided, however, that Lessee shall not commence the
Subsequent Renovation prior to the sixteenth (16™) anniversary of the Required Landside
Improvements Work Completion Date. Lessee shall substantially complete the Subsequent
Renovation by not later than the nineteenth (19™) anniversary of the Required Landside
Improvements Work Completion Date. 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 Landside Improvements to
a condition and appearance at least equal to that of other first class residential apartment projects
then recently constructed or being constructed in Marina del Rey. 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, (c) 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
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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 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
that contains the fifth (5) anniversary of the earlier of the Landside Improvements Work
Completion Date or the Required Landside Improvements Work Completion Date, and
continuing on an annual basis the same month each year thereafter until the completion of the
Subsequent Renovation (each, an “Annual Funding Month”), 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 on an annual basis pursuant to this Section 5.12. On or before the fifteenth (15th) day
of each Annual Funding Month during the period during which the Subsequent Renovation Fund
is required to be maintained by Lessee hereunder, Lessee shall make a deposit to the Subsequent
Renovation Fund in an amount equal to the greater of (a) one and one-half percent (1.5%) of
total Gross Receipts for the immediately preceding year from the Landside Improvements; or (b)
$650.00 per residential unit increased (but not decreased) by the percentage increase (if any) in
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the Consumer Price Index from May, 2013 to the month three (3) months prior to that particular
Annual Funding 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 the annual deposits to the Subsequent Renovation Fund required under this
Section 5.12, 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
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 for such Subsequent Renovation 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. 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 and
Improvements. Deposits to the Capital Improvement Fund shall be segregated into the following
two sub-funds: (1) a sub-fund for the Landside Improvements, and (2) a sub-fund for the
Anchorage Improvements. All Capital Improvement Fund deposits attributable to Gross
Receipts derived from the Landside Improvements shall be deposited into the sub-fund for the
Landside Improvements, and amounts shall be dispersed from such sub-fund only for Permitted
Capital Expenditures (as defined below) for the Landside Improvements. All Capital
Improvement Fund deposits attributable to Gross Receipts derived from the Anchorage
Improvements shall be deposited into the Anchorage Improvements sub-fund, and amounts shall
be dispersed from such sub-fund only for Permitted Capital Expenditures for the Anchorage
Improvements. All interest and earnings on each sub-fund of the Capital Improvement Fund
shall be added to such sub-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. The
deposits to the sub-fund for the Landside Improvements shall commence with the month
following the month during which the Landside Improvements Work Completion Date occurs
and shall continue during the remaining Term of this Lease. The deposits to the sub-find for the
Anchorage Improvements shall commence with the month following the Effective Date of this
Lease and continue during the remaining Term of this Lease.
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On or before the fifteenth (15th) day of each month during the applicable period
described in the first paragraph of this Section 5.13, Lessee shall make a monthly deposit to each
sub-fund of the Capital Improvement Fund in the following amounts:

Sub-Fund for Landside Improvements

The greater of (i) 1.5% of Gross Receipts derived from the Landside Improvements for
the immediately preceding month, or (ii) $54.16 per residential unit increased (but not decreased)
by the percentage increase (if any) in the Consumer Price Index from August, 2013 to the most
recent month of August that precedes the month in which the Capital Improvement Fund deposit
IS required to be made.

Sub-Fund for Anchorage Improvements

1.5% of Gross Receipts derived from the Anchorage Improvements for the immediately
preceding month.

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”).

Without limitation of the permitted uses set forth in the immediately preceding sentence,
any unused portion of the Capital Improvement Fund amounts deposited in the Anchorage
Improvements sub-fund prior to the completion of the Waterside Improvements Work that is not
required for capital repairs to the Anchorage Improvements prior to the Waterside Improvements
Work Completion Date may be used for approved costs incurred for the Waterside
Improvements Work; provided, however, that not less than fifty percent (50%) of all Capital
Improvement Fund amounts required to be deposited into the Anchorage Improvements sub-fund
for all periods prior to the Waterside Improvements Works Completion Date must be used for
capital repairs to the existing Anchorage Improvements (and not for the Waterside Improvements
Work); and provided, further, that Capital Improvement Fund amounts required to be deposited
into the Anchorage Improvements sub-fund after the earlier of the Waterside Improvements
Work Completion Date or the Required Waterside Improvements Work Completion Date shall
not be used for costs of the Waterside Improvements Work.

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,
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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 D 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 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,
including allocation of deposits and disbursements between the two sub-funds as described
herein.

Except for disbursements from the Anchorage Improvements sub-fund as permitted
above, no disbursements shall be made from the Capital Improvement Fund until after the tenth
(10™) anniversary of the Landside Improvements Work Completion Date. In addition, no
disbursements shall be made from the Capital Improvement Fund after the tenth (10™)
anniversary of the Landside Improvements Work Completion Date to cure deficiencies arising
from the failure of Lessee to maintain and repair the Landside Improvements in accordance with
the requirements of this Lease during such ten (10) year period.

Subject to the foregoing limitations, disbursements shall be made from the Capital
Improvement Fund for costs reasonably approved by Director which have been incurred 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.
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All amounts then existing in the Capital Improvement Fund shall be expended for
Permitted Capital Expenditures not later than seven (7) 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.

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.

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
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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 Section 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
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:
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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.

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
(@) 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
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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
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). 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
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(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 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, to the extent arising from or caused by (a) the
operation, maintenance, use, or occupation of the Premises (other than the Promenade and the
Seawall) or the Improvements by Lessee or its agents, officers, employees, licensees,
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concessionaires, permittees or Sublessees, including any occurrence in or on the Premises or
Improvements, (b) the acts, omissions, or negligence of Lessee, its agents, officers, employees,
licensees, concessionaires, permittees or Sublessees, (c) the failure of Lessee, its agents, officers,
employees, licensees, concessionaires, permittees or Sublessees to observe and abide by any of
the terms or conditions of this Lease or any applicable law, ordinance, rule, or regulation, or (d)
the performance of the Renovation Work or any Alterations. 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. Notwithstanding anything in this Lease to the contrary, Lessee and
County acknowledge that their respective liability, if any, arising out of the operation,
maintenance, use and/or occupation of the Promenade shall be governed by Applicable Law.

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 (or cause such other entity to provide
and maintain as set forth below) 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-VI1 (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.

9.1.1 General Liability insurance (written on 1SO policy form CG 00 01 or its
equivalent, or such other form as acceptable to County) 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 1ISO 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
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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. The coverage in this Subsection 9.1.2 shall be carried by
Lessee, its property manager or dockmaster, as applicable.

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

If Lessee has no employees, then the coverage in this Subsection 9.1.3 shall be carried by
Lessee’s property manager and dockmaster.

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) or such other form as is acceptable to County,
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, whichever is less, and also including business interruption,
including loss of rent equal to eighteen (18) months 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.):

9.15.1 Builder’s Risk Course of Construction to insure against damage
from perils covered by the Causes-of-Loss Special Form (1SO 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
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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.

9.15.2 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 1SO
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
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.
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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.

9.1.7 If use of the Premises or Improvements involves a marina operation,
berthing, docking, and/or launching of boats and/or pleasure crafts, and/or use of floating
docks, piers and/or ramps, Lessee shall carry (or cause its dockmaster to carry) Marina
Operator’s Liability insurance with limits of not less than Five Million Dollars
(%5,000,000) per occurrence, and Ten Million Dollars ($10,000,000) aggregate, 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 (2)
year reporting period commencing upon the expiration or earlier termination of the
Lease, or replacement coverage shall be maintained until such time.

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 in form
acceptable to County in lieu of duplicate policies) evidencing the 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
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insurance coverage will not be canceled 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, Lessee shall provide County with
written confirmation acceptable to Director that the coverage has been renewed, and not more
than twenty-one (21) days after such renewal Lessee shall deliver to Director a certificate of such
renewal.

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
Acrticle 9 shall be for a term of not less than one year and shall additionally provide:

@) 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;

()] that losses, if any, shall be adjusted with and payable to Lessee, County
and Encumbrance Holders, if any, pursuant to a standard mortgagee clause;

()  that such policies shall not be canceled 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;
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(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,

Q) except as otherwise approved by County, 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, 9.1.3 and 9.1.7 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  Naotification 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.

10.1 Lessee’s Maintenance and Repair Obligations. Lessee shall maintain the Premises,
including paved or unpaved ground surfaces and Improvements thereon (including the
Promenade, but excluding the Excluded Conditions and excluding the Seawall), in conformance
with such reasonable rules and regulations regarding the use and occupancy of residential and
anchorage projects in Marina del Rey (such as the Premises) as may be promulgated by County
from time to time for general applicability on a non-discriminatory basis, as revised from time to
time. Without limiting the foregoing, at Lessee’s sole cost and expense, but subject to the terms
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and conditions of this Lease, Lessee shall keep and maintain the Premises (including the
Promenade) 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 and the Seawall) 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 and the Seawall 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 and/or the Seawall caused by Lesseeg, 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  Maintenance of Anchorage Improvements. Lessee shall at all times during the
Term keep all Anchorage Improvements in good repair and condition in accordance with the
requirements of the Minimum Standards (except that during periods of construction or
Alterations of the Anchorage Improvements or reconstruction of damaged or destroyed
Anchorage Improvements, Lessee’s obligations as to the areas of the Premises under
construction shall be controlled by Article 5 of this Lease). During the Term Lessee shall also
complete float repair and replacement on an as-needed basis. Any requirement for repair of the
Anchorage Improvements due to a deficiency notice issued by the Department shall be
accomplished with new materials and parts rather than patching or other like method. Such
required replacement of deficiency-cited items with wholly new parts and materials shall,
however, be limited to the specific item in disrepair and shall not connote a requirement, for
maintenance purposes, that areas or items surrounding the deficient item be replaced with new
materials and/or parts.

10.3  Water Quality Management Program and Tree Trimming. During the remaining
Term of the Lease, Lessee shall comply with all water quality management requirements
imposed by the Coastal Commission in connection with the issuance of any Coastal
Development Permit for the Anchorage Improvements Replacement and the Subsequent
Renovation. In addition, during the remaining Term of the Lease, Lessee shall remove floating
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debris from the water surrounding the Anchorage Improvements in accordance with a program
and regular schedule reasonably acceptable to Director.

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 Policy No. 23 and Policy
No. 34 of the Marina del Rey Land Use Plan dated February 8, 2012, as such policies are
updated, modified or replaced 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 o