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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 AND EXECUTION OF REVISED AMENDED AND RESTATED

LEASE NO. 6573 TO FACILITATE REDEVELOPMENT — PARCEL 27R

(JAMAICA BAY INN - 4175 ADMIRALTY WAY) - MARINA DEL REY
(FOURTH DISTRICT)

(4 VOTES)

SUBJECT

Request for approval and execution of Amended and Restated Lease No. 6573

that extends the current lease for an additional 39 years for the Jamaica Bay Inn

(Parcel 27R), incorporates a change in the lessee’s ownership structure, and

includes other revisions to the terms and provisions of the lease to facilitate

redevelopment.

IT IS RECOMMENDED THAT YOUR BOARD:

1. Find that the Regional Planning Commission, acting on behalf of the

County, has previously considered and adopted a negative declaration

for the proposed redevelopment/replacement project contemplated by

Amended and Restated Lease No. 6573 with respect to Parcel 27R

(Jamaica Bay Inn).

2. Authorize the Chairman to execute the Amended and Restated Lease

No. 6573 for Parcel 27R, attached as Exhibit A, extending the term of

the existing ground lease on Parcel 27R by 39 years, approving and

incorporating the restructured limited partnership of the lessee, Marina

del Rey lnnvestors, a California limited partnership, and incorporating

other revisions to the terms and provisions of the Amended and

Restated Lease to facilitate redevelopment.
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3. Authorize the Chairman to execute a Memorandum of Lease that has
been approved as to form by County Counsel when presented by the
Director of the Department of Beaches and Harbors.

PURPOSEIJUSTIFICATION OF RECOMMENDED ACTION

The County is the lessor of a ground lease for Parcel 27R in Marina del Rey,
currently improved with a 42-room hotel (Jamaica Bay Inn). Your Board granted
an Option for a lease extension for Parcel 27R on May 30, 2006 to the Parcel
27R lessee, Marina del Rey lnnvestors, a California limited partnership
(“Lessee”). The Amended and Restated Lease your Board approved upon
granting of the Option needs to be revised to incorporate, most importantly, the

lessee’s new ownership structure and identification of the new ownership

structure as the baseline for determining future transfers, as well as provisions
for the dedication of a portion of the premises for the proposed Admiralty Way
street widening; revision of the new construction square footage to 52,006 to
conform to the final development plan; and permission for the Lessee to connect
its leasehold improvements to the County storm drain system subject to certain

requirements.

Marina del Rey leases provide that the County’s consent is required on most

lease assignments and that such consent may not be unreasonably withheld.

Department policy provides that the County’s approval or denial of any

assignment will be based on one or more of the following: a) the financial

condition of the assignee; b) the price to be paid for the leasehold as it relates to

the improvements or potential development thereon; and c) the management of

the leasehold by the new lessee being in the best interest of the total Marina

project.

Our review has found: 1) IWF Jamaica Bay, LLC, the proposed assignee of the
general partner interest, is financially sound and that its principals, Dale and Matt

Marquis, are experienced hotel developers; 2) no sale of the current leasehold is

involved; and 3) the leasehold will continue to be managed by the current
manager, the Pacifica Hotel Company, which has been successfully managing

the parcel since 1995.

The Lessee has satisfied the conditions for exercise contained in the Option and

has received all planning, zoning, environmental and other entitlement approvals

required to be obtained from governmental authorities for the construction of the
development project. Accordingly, your Board’s approval and execution of the

attached Amended and Restated Lease is appropriate.

The Amended and Restated Lease calls for both the Lessee and the County to
sign a memorandum of lease in recordable form following the effective date of
the Lease.
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Implementation of Strategic Plan Goals

The recommended action will allow the Lessee to transfer partnership interests in
lessee’s limited partnership to accommodate completion of an internal
reorganization and investment of equity for the redevelopment work, while
maintaining appropriate management of the leasehold and proactively
redeveloping the leasehold improvements, which will result in fulfillment of
approved Strategic Plan Goal Nos. I and 3, “Operational Effectiveness” and
“Community and Municipal Services”, respectively.

FISCAL IMPACT!FINANCING

There will be no revenue change from that previously identified when your Board
approved the original Amended and Restated Lease, Briefly, as already
approved, the Lessee will pay: 1) an extension fee of $450,000, with $100,000
having been paid in the form of the Option fee and the remaining $350,000 to be
paid in ten equal annual installments, plus interest, starting on the effective date
of the Amended and Restated Lease; 2) rent increases due to construction of
additional hotel rooms and the complete remodeling of the existing hotel,
anticipated to rise by approximately $176,000 annually after construction and
stabilization; and 3) a maximum contribution of $150,000, adjusted annually,
towards the cost of installing new public improvements at Marina Beach
(including, but not limited to, picnic facilities, restrooms and showers, playground
equipment and other amenities and related costs).

Operating Budaet Impact

Upon your Board’s approval of the Amended and Restated Lease, the
Department of Beaches and Harbors’ operating budget will receive a $350,000
extension fee, payable in ten equal annual installments of $35,000 each, plus
interest on the unpaid balance at the prime rate per annum. The $35,000 annual
revenue payment is included in the Marina Budget Unit of the Department’s
Fiscal Year 2009-10 Adopted Budget. The installment payments received from
FY 2010-11 through FY 2018-19 will be subsequently budgeted as one-time
revenue. In addition, the annual minimum rent during construction shall be reset
to $16,619 per month (75% of the previous three years’ average annual rent paid
to the County), which is anticipated to comprise the total rent from Parcel 27
during construction. The resulting reduction of approximately $49,000 per year in
total rent until the completion of construction is included in the Marina Budget
Unit of the Department’s Fiscal Year 2009-10 Adopted Budget.

Costs of consultants involved in the negotiation and development of the Option
and Amended and Restated Lease are being reimbursed by the Lessee.

#3956YJ 16, 2009
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FACTS AND PROVISIONSILEGAL REQUIREMENTS

The term of the lease for Parcel 27R commenced on January 1, 1963 and
expires on December 31, 2023. The Amended and Restated Lease extends the
expiration date to December 31, 2062.

Parcel 27 contains approximately 117,270 square feet of land, which is improved
with the 42room Jamaica Bay Inn hotel with a coffee shop and the former Casa
Escobar restaurant, for a total of approximately 33,207 square feet of
improvements. The Amended and Restated Lease calls for the demolition of the
restaurant and for the complete renovation of the existing hotel to include the
addition of 69 new rooms, for a total of 111 rooms, with a smaller sized
restaurant on-site. When completed, the new hotel will total approximately
73,225 square feet, which includes 21,219 square feet of renovated area.

Lessee’s general partners are currently comprised of the PREG Holding Group at
45%; Somera Capital Management, LLC at 45%; and Abel Realty Co., Inc. at
10%. Concurrent with the execution of the attached Amended and Restated
Lease, the existing general partners intend to assign 100% of their general
partner interests to IWF Jamaica Bay, LLC, an entity wholly owned by Invest
West Financial Corporation, which, in turn, is wholly owned by Dale and Matt
Marquis. In connection with the assignment of their general partner interests, all
of the former general partners will become limited partners. Following the

partnership restructuring, IWF Jamaica Bay, LLC will own a 25% interest in
Lessee as general partner and the remaining 75% interest in Lessee will be
owned by the following limited partners: existing limited partners at 18.8%; PREG
Holding Group at 3.1%; Somera Capital Management, LLC at 3.1%; Abel Realty
Co., Inc. at .7%; and IWF Jamaica Bay L.P. at 49.2%. IWF Jamaica Bay L.P. is

a new entity in which the general partner is an Invest West Financial Corporation
affiliate and the limited partners of which are new limited partners each holding
less than a 5% beneficial interest in Lessee, except for one limited partner,
Shupe Revocable Trust, that holds a 13.1 % beneficial interest.

Extension of the existing lease is authorized by Government Code Sections
25907 and 25536. The extended lease term is in conformance with the
maximum 99-year period authorized by California law.

County Counsel has approved the Amended and Restated Lease as to form and
will approve the Memorandum of Lease as to form prior to its presentation to the
Chairman for execution by the Director of the Department of Beaches and
Harbors.

#39H8t6YL3JJ16, 2009
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ENVIRONMENTAL DOCUMENTATION

On August 15, 2007, the Regional Planning Commission considered and
adopted a negative declaration for the proposed redevelopment/replacement
project prior to approving the Coastal Development Permit and Conditional Use
Permit for the project, concluding that the proposed project will have no
significant effect on the environment. The recommended action does not raise
any new or different environmental impacts.

CONTRACTING PROCESS

The Lessee’s proposal for a lease extension was received in response to the
release of a Board-authorized solicitation document seeking proposals for new
development and redevelopment on parcels on the westside of Marina del Rey.
Upon completion of successful negotiations with the Lessee, your Board
approved, on May 30, 2006, an Option to Amend Lease Agreement to facilitate
redevelopment and expansion of the hotel. The Option, as extended initially
upon approval by the Director of the Department of Beaches and Harbors and
subsequently upon approval by your Board, was exercised by Lessee on May 28,
2009.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

The execution of the Amended and Restated Lease and the Memorandum of
Lease will allow construction of the redevelopment project to commence.

CONCLUSION

Please authorize the Executive Officer of the Board to send two copies of the
executed Amended and Restated Lease to the Department of Beaches and
Harbors.

Respectfully submitted,

41
Santos H. Kreimann
Director

SK:GB:ks
Attachments (1)

C: Chief Executive Officer
Acting County Counsel
Executive Officer, Board of Supervisors
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AMENDED AN!) RESTATED LEASE AGREEMENT

by and between

County of Los Angeles

and

Marina Del Rey Innvestors,
a California limited partnership

(Parcel 27R — Lease No. 6573)

Dated as ofj L2J , 2009

10950488
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AMENDED AND RESTATED LEASE AGREEMENT
PARCEL 27R — MARINA DEL REY

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

entered into as of the Zçday of 2009 (“Effective Date”), by and between the

COUNTY OF LOS ANGELES (“County”), as lessor, and MARINA DEL REY INNVESTORS,

a California limited partnership (together with its permitted successors and assigns, “Lessee”), as

lessee.

WI TN E S S E T H

WHEREAS, County and Spencer Investment Company, a California corporation, and

Michael Sims, an individual (collectively, the “Original Lessee”), entered into Lease No. 6573

dated February 11, 1963 (as amended prior hereto, the “Existing Lease”) whereby prior to the

Effective Date Lessee has leased from County that certain real property in the Marina del Rey

Small Craft Harbor now commonly known as Parcel No. 27R and which is more specifically

described on Exhibit A attached hereto and incorporated herein by this reference (the

“Premises”), the term of which commenced on January 1, 1963 and currently extends through

December 31, 2022 (the “Existing Expiration Date”); and

WI-IEREAS, Lessee has succeeded to the Original Lessee’s right, title and interest as

lessee under the Existing Lease; and

WHEREAS, County and Lessee have entered into that certain Option to Amend Lease

Agreement dated May 30, 2006 (as amended, the “Option Agreement”), pursuant to which

County has granted Lessee an option (the “Option”) to amend and restate the Existing Lease in

its entirety, upon the terms and conditions more specifically provided herein, including, without

limitation, (a) the extension of the term of the Existing Lease through December 31, 2061, and

(b) the redevelopment of the Premises in accordance with the terms and provisions hereof; and

WHEREAS, Lessee has exercised the Option in accordance with the terms and

provisions of the Option Agreement.

NOW, THEREFORE, in reliance on the foregoing and in consideration of the mutual

covenants, agreements and conditions set forth herein, and other good and valuable

consideration, the receipt and sufficiency of which arc hereby acknowledged, the parties hereto

and cach of them do agree that the Existing Lease is hereby amended and restated in its entirety,

as follows:

1. BACKGROUND AND GENERAL.

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

1.1 .1 “ACCOUNTING YEAR” shall have the meaning set forth in Section

14.7.

1095048.8
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1.1.2 “ACTUAL COST” shall mean (i)the reasonable out-otpocket costs
and expenses incurred by County with respect to a particular activity or procedure.
including without limitation, expenditures to third party legal counsel, financial
consultants and advisors. (ii) 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 perüwming obligations required to he
performed by [.essec under this lease which Lessee Ihils to perform within the applicable
cure period, if any, provided under this Lease, Actual Costs shall also include a
reasonable allocation of Ccuntv overhead and administrative costs to compensate County
lbr performing such obligations on behalf of Lessee.

.1.3 “ADA” shall have the meaning set forth in Section 1.2.

.1 A “ADI)ITTONAL HOTEL ROOMS” shall have the meaning Set fhrth
in Section 5.1.

1.1.5 “ADJESTMENT DATES” shall have the meaning set forth in
subsection 4.2.1.4.

1.1.6 “AI)MIN[STRATIVE cHAR(;E” shall have the meaning set fbrth in

Section 4.6,

1.1.7 “AGGREGATE TRANSFER” shall have the meaning set thrth in
subsection 4,6.3.

1.1 .8 “ALTERATIONS” shall have the meaning set forth in Section 5.2.

.1 .9 “ANNUAL MINIMUM RENT” shaH have the meaning set forth in
subsection 4.2.1.

1.1.10 “APPLICABLE COSTS” shall have the meaning set forth in
subsection 4.8.1 oi’4.8.2. as applicable.

11 “APPLICABLE LAWS” shall have the meaning set fbrth in subsection

1.2.1.

1.1.12 “APPLICABLE RATE” shall mean an annually compounded rate of
interest equal to the lesser of(a) ten pereent(i0%) per annum or (b) the Prime Rate, as
defined in subsection 4.3.5, plus three percent (3%) per annum; however, the Applicable
Rate shall in no event exceed the maximum rate of interest which maybe charged
pursuant to Applicable Laws. In the event that the Applicable Rate as determined by the
first sentence of this delinition exceeds such maximum rate of interest, then the

1(J’)5O4
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Applicable Rate shall be deemed the maximum rate permissible under Applicable Laws
notwithstanding the lirst senlencc of this definition.

1.1.13 “APPROVFI) GOVERNMENTAL CHANGES” shall mean any
changes to the Redevelopment 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 Redevelopment
Work tor other Alterations, as applicable), except for any change that is a Material
Modification,

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

1.1 .1 5 “AUDITOR-CONTROLLER” shall mean the Auditor-Controller of
the County of I os Angeles. California.

1.1.1 6”AWARI)” shall have the meaning set forth in subsection 6.1.3.

1.1.17 “BASE VALUE” shall have the meaning set forth in subsection 4.8.1.1.

1.1.18 “BENEFICIAL INTEREST” or “BENEFICIAL RESIDUAL
INTEREST” shall have the meaning set forth in subsection 4.6.4.

.1 .19 “BOARD” shall mean the Board of Supervisors for the County of Los

Angeles.

1.1 .2() “BUSINESS DAY” shall have the meaning set forth in Section 17.3.

1.1.21 “CALCULATiON NOTICE” shall have the meaning set forth in
Section 4.7.

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

1.1 .23 “CTTANGE OF OWNERSHIP” shall have the meaning set forth in
subsection 4.6,1.

1.1.24 “CIIANGE OF CONTROL” shall have the meaning set forth in
subsection 4.6.1.

1.1.25 “CITV” shall mean the City of Los Angeles. California.

1.1.26 “CO DATE” shall mean the date of the issuance of the first certificate
of occupancy (whether temporary or permanent) for any of the Additional Ilotel Rooms.

1.1.27 “CON I)EMNATTON” shall have the meaning set forth in subsection
6.1.1.

1.1.28 “CONI)EMNOR” shall have the meaning set forth in subsection 6.1.4.

1O)5fl48 3
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.1.29 “CONSUMER PRICE INDEX” shall mean the Consumer Price
Index--All Urban Consumers thr Los Angeles-Riverside-Orange County. as published
from time to time by the Unite4 States Department of Labor or. in the event such index is
no longer published or otherwise available, such replacement index as may be aizrccd
upon by Counts and Lessee.

.1 .30 ‘COUNTV” shall have the meaning set forth in the first paragraph of
this Lease.

1.1.31 “COUNTY OPTION” shall have the meaning set forth in subsection
11.2.4.

1.1 .32 “COUNTY OPTION PRICE” shall have the meaning set forth in
subsection 11.2.4.

1.1.33 “COUNTY POOL RATE” shall have the meaning set forth in
subsection 4.3.5 of this Lease.

1.1.34 “I)ATE OF TAKING” shall have the meaning set forth in subsection
6.1.2.

1.1.35 “DEDICATION AREA” shall have the meaning set forth in subsection
3.9.1 of this Lease.

1.1.36 “1)EPART\TENi” shall mean the Department of Reaches and 1 larbors
of the County of Los Angeles.

1.1.37 “DEVELOPMENT PLAN” shall have the meaning set forth in Section

5.1.

1.1.38 “nmF:ci’ow’ shall mean the Director of the Department ofl3eaches
and Harbors of the County of Los Angeles or any successor County officer responsible
f’ the administration of this Lease.

1.1.39 “I)ISQUALIFICATION JUDGMENT” shall have the meaning set
forth in subsection 16.1 5. 1.

1.1 .4() “DOCUMENTE1) TRANSACTION COSTS” shall have the meaning
set forth in subsection 4.8.1.3.

1 .1 .4 I “EFFECTIVE DATE” shall mean the date set forth in the first
preamble paragraph of this Lease.

1 .1 .42 “ENCUMBRANCE” shall have the meaning set forth in subsection
12.1.1.

.1 .43 “ENCUMBRANCE HOLDER” shall have the meaning set forth in
subsection 12.1 .1.
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1.1.44 “F.NR INDEX” shall mean the Engineering News Record (ENR)
Construction Cost Index for the Los Anclcs Area. or such substitute index as the parties
may mutually agree upon it’ such index is no longer published or otherwise available.

1.1.45 ‘EVENTS OF DEFAULT” shall have the meaning set forth in Section
13.1.

[.1 .46 “EXCLUDE!) TRANSFERS” shall have the meaning set forth in
subsection 4.6,2.

1.1.47 “EXISTING EXPIRATION DATE’ shall have the meaning set forth
in the preamble to this Lease.

1.1.48 “EXISTING LEASE’ shall have the meaning set forth in the preamble
to this Lease.

.1,49 “EXTENDED TIME” shall have the meaning Set forth in Section
15.15.

1.1.50 “FAIR MARKET RENTAL VALUE” shall have the meaning set
forth in subsection 4.3.1.

1 .1.51 “FINAL PLANS ANI) SPECIFICATIONS’S shall have the meaning
set forth in subsection 5.3.3.

12.1.
1.1.52 “FINANCING FVF’T’ shall have the meaning set Forth in Section

1 .1 .53 “FIRST DEPOSIT MONTh” shall have the meaning set forth in
Section 5.14.

1.1.54 “FORCE MA.JFURE” means fire, earthquake. flood, tornado or other
act olGod. civil disturbance. war, organized labor dispute, freight embargo or other
similar cause or event beyond the control of Lessee.

1.1.55 “FORCE MAJEURE DELAY” shall have the meanine set forth in
subsection 5.6.1.

.1.56 “GROSS F.RROR” shall have the meaning set forth in subsection
16.15 .4.

.1.57 “GROSS PROCEEDS” shall have the meaning set forth in Section 4.8.

.1.58 “CROSS RECEIPTS” shall have the meaning set forth in subsection
4.2.2.3.

1.1.59 “IMPROVEMENTS” means all buildings. structures. fixtures. fences,
anchorage Facilities, fountains, walls, paving, parking areas, driveways, wal1wavs,
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plazas. landscaping. permanently aftixed utility systems and other improvements now or
hereafter located on the Premises.

1 .60 “TMPROVEMTNT COSTS” shall have the meaning set fhrth in
subsection 4.6.1 .2.

.1 .61 ‘INCOME APPROACH’ shall have the meaning set forth in Section
6.5.

1.1.62 “INiTIATING PARTY’ shall have the meaning set forth in the first
paragraph of Article 16.

1.1.63 “INsTUrITTIoNAL LENDER” shall have the meaning set forth in
subsection 12.1.3.1.

1.1.64 “INSURANCE RENEGOTIATiON I)ATE” shall have the meaning
set forth in Section 9.3.

1.1.65 “LATE FEE” shall have the meaning set forth in Section 4.5.

1.1.66 “LEASE” shall mean this Amended and Restated Lease Agreement.

1.1.67 ‘LEASE YEAR” shall have the meaning set forth in Section 2.1.

1.1.68 ‘LESSEE” shall have the meaning set forth in the first paragraph of tais
lease.

1 .1 .69 ‘LESSEE SALE PRICE” shall have the meaning set forth in
subsection II .2.4.

1.1.70 “MATOR SUBLEASE” shall have the meaning set forth in subsection
11.1.1.

1.1.71 “MAJOR SUBLESSF.E” shall have (he meaning set Ibrth in subsection
11.1.1.

1.1.72 “MATERIAL MODIFICATION” shall mean a modification to the
Redevelopment Work (or other Alterations, as applicable) as to which any one of the
following applies: (1)the total cost of the inodiuications exceeds one pcrcent(1%) of the
total estimated construction cost of the Redevelopment 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 affects or is visible from the exterior of the
Improvements; 4) the modification is not in compliance with the Permitted Uses under
this Lease; (5)the modification (a) changes the number of hotel rooms by more than ten
percent (10%), or (b) reduces the number of parking spaces: or (6) the modification
pertains to the Promenade,

6
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.1.73 “Mlxi 1UM STANDARDS” shall mean the requirements of Policy
Statement No. 25 and the Specifications and Minimum Standards of Architectural
Treatment and Construction for Marina del Rey approved in 1989, as modified by County
or the Department from time to time in a manner consistent with commercially
reasonable standards applicable to other comparable commercial projects in Marina dcl
Rey.

1.1.74 “MONThLY MINI vi[1M RENT’ shall have the meaning set forth in
subsection 4.2.1.

1.1.75 “NET AWARDS AND PAYMENTS’ shall have the meaning set forth
in Section 6.7.

.1.76 “NET PROCEEDS SI TARE” shall have the meaning set forth in
Section 4.6.

.1 .77 “NET REFINANCING PROCEEDS” shall have the meaning set forth
in subsection 4.8.5.

1.1.78 “NET TRANSFER PROCEEDS” shall have the meanings set forth in
subsections 4.8.1 and 4.8.2.

1 .1 .79 “NOTTCE OF COMPLETI ON” shall have the mcaning set forth in
subsection 5.7.7.

1.1.80 “OPTION AGREEMENT’ shall have the meaning set forth in the
preamble to this Lease.

1.1.81 “PARTTAL TAKING” shall have the meaning set forth in Section 6.5.

1.1.82 “PAYMENT BOND’ shall have the meaning set forth in subsection
5.4.3.2.

1.1.83 “PERCENTAGE RENT’ shall have the meaning set forth in
subsection 4,2.2.

1.1.84 “PERFORMANCE BOND” shall have the meaning set forth in
subsection 5.4.3.1.

1.1 .85 “PERMITTED CAPITAL EXPENDTTURES” shall have the
meaning set forth in Section 5.13.

1.1.86 “PERMITTED USES” shall have the meaning set forth in Section 3.1.

1.1.87 “PREMISES” shall have the meaning set forth in the preamble to this
Lease.

1.1.88 “PRIME kATE” shall have the meaning set forth in subsection 4.3.5.
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1.1.89 “PROMENADE” shall have the meaning set forth in Section 15.20.

1.1,90 “PROPOSED TRANSFER” shall have the meaniiw set forth in
subsection 11.2.4.

1.1.91 “PUBLiC WORKS DIRECTOR” shall mean the Director of the
Department of Public Works of the County of Los Angeles.

1.1.92 “PURCHASE MONEY NOTE” shall have the meaning set forth in
subsection 4.7.2.

1.1.93 “REDEVELOPMENT WORK” shall have the meaning set forth in
Section 5.1.

1,1.94 “REMOVAL SECURITY FUND” shall have the meaning set forth in
subsection 2.4.2.

.1 .95 “RENEGOTIATION DATES” shall have the meaning set ftwth in
Section 4.3.

1.1.96 “REPLY” shall have the meaning set forth in Section 16.5.

1.1 .97 “REQUIRED COMPLETION DATE” shall have the meaning set
fiwth in Section 5.6.

1.1 .98 “RESPONDING PARTY” shall have the meaning set forth in the first
paragraph of Article 16.

1.1.99 “REVERSION AMEN1)MENT” shall have the meaning set forth in
subsection 5.6.3.

1.1 . 1 00 “SECTION” shall mean a section of this Lease.

1.1.101 “SECURITY DEPOSIT” shall have the meaning set forth in Section
7.1.

1.1 .102 “SHALL” and “WILL” are n,andatory and the word “MAY’ is
permissive.

1.1. 103 ‘STATE” shall mean the State of California.

1.1.104 “STATEMENT OF POSITION” shall have the meaning set forth in
subsection 16.6.

1.1.105 ‘SUBLEASE”sha1I have the meaning set forth in subsection 11.1.1.

1 .1. 106 “SUTILESSEE” shall have the meaning set forth in subsection 11.1.1.

1.1.107 “SUBSECTION” shall mean a subsection of a Section of this Lease.
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.1.108 “SUBSEQUENT RENOVATION” shall have the meaning set forth in
Section 5.11.

1.1.109 SJ’BSF.QIJENT RENOVATION FUND” shall have the meaning set
forth in Section 5.12.

.1.110 “SITBSEQUF.NT RENOVATION PLAN” shall have the meaning set
torth in Section 5.11.

1.1.11 1 “TERM” shall have the meaning set forth in Section 2.!.

1.1.112 “TIME OF THE ESSENCE” shall have the meaning set forth in
Section 15.2.

1.1.1 13 UNl4SUREI) LOSS” shall have the meaning set forth in Section
10.2.

1.1.114 “UNREASONABLE COUNTY ACTIVITY” shall have the meaning
set forth in subsection 5.6.2.

1.1 .115 “WRITTEN APPRAISAL EVTDENCE” shall have the meaning set
forth in subsection 1 6.7.

1.2 Lease. For and in consideration of the payment of rentals and the pcrfbrrnance 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 fr the Term (as hereinafter defined) and upon the terms and conditions and subject to
the requirements set ftrth herein. This Lease fully amends. restates and supercedes the Existing
Lease.

1.2.1 As-Is, Lessee acknowledges that(1) it is currently in possession of the
Premises, (21 Lessee or its predecessors-in-interest have continuously occupied and/or
managed and operated the Premises since 1963. 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 to this Lease, at the time of the Effective
Date and Lessee hereby represents that it has performed all investigations necessary,
including without limitation soils and engineering inspections, in connection with its
acceptance of the Premises “AS IS WiTH ALL FAULTS”. Lessee hereby accepts the
Premises on an “AS IS WITI—! 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 and/or any Improvements located thereon, including without limitation: (1) the
quality, nature, adequacy and physical condition and aspects of the Premises and/or any
Improvements located thereon. including, but not limited to. the structural elements,
foundation, root protections against ocean damage, erosion, appurtenances, access,
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landscaping, parking facilities and the electrical, mechanical, HVAC, plumbing, sewage
and utility systems, facilities and appliances. and the square footage of the land and
within the Improvenienis and within each space therein, (ii) the quality, nature, adequacy
and physical condition of soils, geology and any groundwater, (iii) the existence, quality,
nature, adequacy and physical condition of utilities serving the Premises and/or any
Improvements located thereon. (iv) the development potential of the Premises, and the
use, habitability, merchantability or fitness, or the suitability, value or adequacy of the
Premises and/or any Improvements located thereon for any particular purpose. (v) the
zoning or other legal status or entitlement or lack thereof of the Premises or any other
public or private restrictions on use of the Premises. (vi) the compliance of the Premises
and/or any Improvements Located thereon with any applicable codes, laws, rules,
regulations, siatutes, resolutions. ordinances, covenants, conditions and restrictions of the
County, State, the United States of America. the California Coastal Commission and/or
any other governmental or quasi-governmental entity (“Applicable Laws”) or of any
other person or entity (including, without limitation, relevant provisions of the Americans
with Disabilities Act (“ADA”), (vii) the presence of any underground storage tank or
hazardous materials on. under or about the Premises or the adjoining or neighboring
property. (viii) the quality of any labor and materials used in any improvements, (ix)
subject to subsection I .2.2 beLow, the condition of title to the Premises. and (x) the
economics of the operation of the Premises andlor any Improvements located thereon.
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 l’itle. 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 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 he applicable to any

sewer, storm drain or other improvements which have been dedicawd 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. TFRM.

2.1 Term. l’he term of the Lease (“Term”) commenced on January 1. 1963. Unless
terminated sooner in accordance with the provisions of this Lease. the Term shall expire at 11:59
p.m. on December 31. 2061. For purposes of this Lease, “Lease Year” shall mean each calendar
year (or partial calendar) during the Term of this Lease. Notwithstanding the foregoing. with

respect to any provision in this Lease that refers to a specified number of Lease Years after the
Effective Date. the number of Lease Years after the Effective Date shall be calculated based on
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the following: (a) lithe Effective I)ate is prior to July 1 of a calendar yeat , then the first Lease
Year after the Effective Date shall mean the period from the Effective Date through December
31 of the calendar year during which the Effective Date occurs, and (h) if the Effective Date is
on or after July 1 of a calendar year. then the first Lease Year shall mean the period from the
Effective Date through December31 of the calendar year following the calendar year during
which the Effective Date occurs.

2.2 Extension Fec Installment Payments. In consideration of the extension of the
term of the Existing Lease as provided herein, Lessee shall be required to pay to County the
Extension Fee Installment Payments described in Section 4.2 oithe Option Azreement. The
Extension Fee Installment Payments shall he considered as additional rent payable by Lessee
under this lease. The parties hereto agree and acknowledge that prior to the execution of the
Option Agreement County conducted an appraisal of the thirtynine (39) year extension of the
Term ftom January 1, 2023 to December 31, 2061 as provided herein, and that such appraisal
determined that the Extension Fee payable under the Option Agreement was not less than the
appraised value of the Lease extension provided herein.

2.3 Ownership of Improvements Durint Term. Until the expiration of the Term or
sooner termination of this Leascand except as specifically provided herein. Lessee shall own all
Improvements now existing and constructed by Lessee or its predecessors or hereafter
constructed by Lessee upon the Premises. and alt alterations, additions, or betterments made
thereto by Lessee.

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

2.4.1 County’s Election to Receive Improvements. At the election of
County. all structures, buildings. Improvements and all alterations, additions, and
betterments thereto, and all other Improvements made to or upon the Premises shall
remain upon and he surrendered with the Premises as part thereof and title thereto shall
vest in County without compensation therefor to Lessee. Nothing contained herein shall
be construed to deny or abrogate the right of Lessee, prior to the expiration of the Term
or ternilnation of this Lease. to receive ally and all proceeds which arc attributable to the
Condemnation of business installations. Improvements, structures and buildings
belonging to Lessee immediately prior to the taking of possession by the Condcmnor as
said rights are set forth in Article 6 of this Lease, or to remove any furniture or equipment
not intended to he permanently affixed to, or reasonably necessary for the operation of.
the Premises, any signage identifying Lessee (as opposed to other signagc used in the
operation of the Premises and associated Improvements), or any personal property, upon
the expiration of die 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 fur the
Permitted Uses.

2.4.2 Duty to Remove. No earlier than eleven (Il) years, and no later than
ten (10) years prior to the expiration of the Term, Lessee shall deliver to County a report
prepared b a construction and demolition expert approved by County. such approval not
to he unreasonably withheld or delayed, which report details and estimates the cost of
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removing all Improvements on the Premises at the expiration of the Term. County may
give written notice (the “County Removal Notice”) at any time, no later than the later of
(a)one (l)year following Lessee’s delivery of the removal cost report described above.
or (b) nine (9) years prior to the expiration of the Term. or concurrently upon any earlier
termination, of County’s election to reserve the right to require Lessee to remove, at the
sole cost and expense of l.essec. not later than the expiration of the Term or earlier
termination of this Lease, all or any portion of the at grade, above grade and below grade
Improvements of any kind whatsoever placed or maintained on the Premises, whether
placed thereon or maintained by Lessee or others, including, but not limited to. concrete
foundations, pilings, structures and buildings. lfCounty reserves the right to require the
removal of Improvements in the County Removal Notice, then County shall have the
right to notii Lessee in writing not later than two (2) years prior the expiration of the
‘l’erm as to whether County in fact desires to exercise such reserved right. If Count fiuils
to noti Lessee in writing pursuant to the immediately preceding sentence by the date
that is two (2) years prior to the expiration of the Term, then County shall be deemed to
have elected to require Lessee to remove the Improvements in accordance with the
County Removal Notice. If County requires Lessee to remove the Improvements, then
Lessee shall, upon the expiration or termination of’ this Lease, immediately restore. and
quit. and peacefully surrender possession of. the Premises to County in good. usable and
buildable condition, consisting of a level, graded huildable pad with no excavations.
hollows hills or humps.

If County has elected to require Lessee to remove the Improvements, Lessee shall
have the right, by written notice to County not later than thirty (30) days prior to the
expiration of the Term, to extend the date by which Lessee must complete the
Improvement removal and Premises surrender obligations under this subsection 2.4.2
and/or the Lessee’s removal obligations under subsection 14.4 below. fir a period (the
“Removal Extension Period”) of not mote than one hundred twenty (120) days after the
expiration of the Term; provided, however, that Lessee shall he required to pay to County
concurrent with Lessee’s extension notice Monthly Minimum Rent (calculated at the rate
in effect imniediately t’rior to the expiration of the Tern,) fbr the Removal Extension
Period. The aggregate amount of Monthly Minimum Rent for the entire Removal
Extension Period shall be paid by Lessee to County in advance as a condition to the
extension described in this paragraph. During the Removal Extension Period all of the
Lessee’s other obligations and liabilities under the Lease (other than the obligation to
afflrmatively operate the Premises and other than the obligation to pay any Monthly
Minimum Rent over and above the advance Monthly Minimum Rent paid by Lessee as
provided above) shall he applicable, including without limitation, the Lessee’s
obligations with respect to insurance and indemnification.

If County elects to reserve the right to require Lessee to remove Improvements
hereunder pursuant to the County Removal Notice, then Lessee shall, no later than the
date which is thirty (30) days after Lessee’s 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
(the ‘Removal Security Fund”), which security shall he either a deposit of funds, or a
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letter of credit, bond or other form of security in form and amount, and from an issuer.
sauslactory to County. and (ii) a schedule satisfactory to County For the delivery by
Lessee of the Removal Security Fund, which schedule shall in all events provide for a Full
funding of the Removal Security Fund not later than two (2) years prior to the expiration
of the Term. The amount of the Removal Security Fund shall be no less than the
estimated costs to remove the Improvements set forth in the report described above,
adjusted annually to reflect the increase or decrease. if any. in the PNR Index over the
ENR Index as of the date of cost estimation set lbrth in such expert report; provided.
however, that in no event shall such adjustment result in a Removal Security Fund of an
amount less than that set forth in the expert report. If County requires Lessee to establish
a Removal Security Fund, then Lessee shall have the right to credit to such removal fund
the monthly Capital Improvement Fund deposits thereafter required to he made by Lessee
during, the remaining Term pursuant to Section 5.13 of this I.ease, to the extent that in the
Director’s sole and absolute judgment sufficient finds remain available from time to time
in the Capital Improvement Fund to satist’ the purposes of Section 5.13 of this Lease.
Ally uncured failure by I essee to lund the Removal Security Fund as required under this
subsection 2.4.2 shall constitute an Event of Default.

If County requires the Removal Security Fund, Lessee shall have the right to usc
all amounts remaining in the Capital Improvement Fund at the end of the Term for the
Improvement removal purposes described in this subsection 2.4.2, if and to the extent that
such funds were not required for Capital Improvement Fund purposes. If a Removal
Security Fund is required, hut County does not require the removal of the Improvements
at the end of the Term, then the Removal Security Fund (including any Capital
Improvement Funds that were transferred to the Removal Security Fund and were not
required For Capital Improvement Fund purposes under Section 5.13) shall be rcturned to
Lessee.

If County decides not to require Lessee to remove the buildings, structures and
Improvements on the Premises as provided above, then upon the expiration of the Term,
or earlier termination of the Lease. Lessee shall turn over the Premises to County in good
and workmanlike condition, consistent with the condition ot other buildings, structures
and Improvements of comparable age and construction quality.

2.4.3 County’s Right to Remove Improvements. If Lessee ftils to perform
demolition, removal and restoration obligations required to be performed by Lessee
hereunder, then County may, at its election, sell, remove or demolish the Improvements,
and such event. Lessee shall reimburse County for any cost or expense thereof in excess
ofaiiy funds received by County through the security above provided and any
consideration received by Count as a result of such sale, removal or demolition.

2.4.4 1)utv to Remove Equipment, Etc. No later than the expiration of the
Term or sooner termination of this Lease (or within the additional one hundred twenty
(120) day period described in subsection 2.4.2 above). Lessee shall in any event remo’e
at its cost and expense such Furniture, equipment and personal property as are not firmly
affixed to said structures, buildings and Improvements or reasonably necessary for the
orderly operation of tile Premises. Should Lessee fail to so remove said furniture,

fJV5O4? 1 3

#39of JUN 16, 2009



equipment and personal property within said period, and said fttilure continues for thirty
(30) days alter written notice from County to Lessee, Lessee shall lose all rih1, title and
interest in and thereto, and County may elect to keep the same upon the Premises or to
sell, remove, or demolish the same, in event of which sale, removal, or demolition Lessee
shall reimburse County for its Actual Costs inctirrd in connection with such sale,
removal or demolition in excess of any consideration received by County as a result of
said sale, removal or demolition.

2.4.5 Title to Certain Improvements Passes to County; Lessee to
Maintain. As between County and Lessee, title to all utility lines, transformer vaults and
all other utility facilities constructed or installed by Lessee upon the Premises shall vest
in County upon construction or installation to the extent that they are not owned by a
utility company or other third party provider. Notwithstanding that title shall vest, in
County. all utility lines, transtbrmer 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. iland as needed, by Lessee during the Term.

3. USE OF PREMISES.

3. 1 Specific Primary Use. The Premises shall be used by Lessee for the operation
and management of a hotel of approximately Ill hotel rooms. with associated business center,
meeting rooms, dining and function patio, and other related and incidental uses as are
specificallY approved by County (collectively, the thrcoing shall be referred to herein as the
“Permitted Uses”).

The Premises shall initially he operated under the trade name “Jamaica Bay Inn” or
another trade nan reasonably acceptable to Director. Lessee shall have no right to change the
trade name of the Premises without the prior written consent of Director, which consent shall not
he unreasonably withheld. Throughout the ‘l’erm of the Lease the Premises shall he operated by
an experienced hotel operator with a nationwide reservation system in which the Premises
participates. Lessee shall have no right to change the operator of the Premises without County’s
prior written consent, which consent shall he granted or denied in accordance with the reasonable
judiiieiit oI’County.

Except as specifically provided herein, the Premises 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 olan adverse change in Applicable Laws.

3.2 Prohibited Uses. Notwithstanding the foregoing:

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

3.2.2 Restrictions and Prohibited Uses. Without expanding upon or
enlarging the Permitted Uses of the Premises as set forth in this Lease, the following uses
of the Premises are expressly prohibited:

3.2.2.1 The Premises shall not he used or developed in any way which
is in violation of any Applicable Laws;

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

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

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

3.2.2.5 Without the prior written reasonable approval of Director, no
antennae or other device for the transmission or reception of television signals or any

other form of electromagnetic radiation shall he 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 or other transmission or reception devices
shall he inapplicable to the extent that such requirement violates Applicable Law;

3.2.2.6 No tools, equipment, or other structure designed for use in
boring for water, oil, gas or other subterranean minerals or other substances, or
designed for use in any mining operation or exploration, shall hereafter be erected or
placed upon or adjacent to the Premises, except (a) as is necessary to allow Lessee to
perform its maintenance and repair obligations pursuant to this Lease, and (ii) for
such boring or drilling as necessary to perform water testing or monitoring, or any
dewatering program to relieve soil water pressure;

3,2,2.7 Except for the Excluded Conditions, no adverse environmental
condition in violation of Applicable Laws shall he permitted to exist on any portion ol
the Premises, nor shall any toxic or hazardous wastes he permitted to be generated,
treated, stored, disposed of, or otherwise deposited in or on or allowed to emanate
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from the Premises or any portion thereof including, without limitation, into the
surface waLers and subsurface waters thereof; provided, however, that toxic or
hazardous substances may be stored or used. so long as such storage and use is (a)
ancillary to the ordinary course of business of an otherwise Permitted Use with the
intent that such substances will be used in the ordrnarv course of business, and (b)
conducted in compliance with all Applicable Laws; and

3.3 Active Public Use, The parties acknowledge that the ultimate oblective of this
lease is the complete and continuous use of the facilities and amenities located in Marina del
Rev by and for the benefit of the public, without discrimination as to race, gender or religion.
along with the generation and realization of revenue therefrom. Accordingly, Lessee arccs and
covenants that it will operate the Premises fully and continuously (except to the extent that
1cssee is prevented from doing so due to Force Majeure, temporary interruption as necessary Ibr
maintenance and repair, or temporary interruption as necessary to accommodate renovation,
alteration or other improvement work required or permitted to be performed by Lessee under this
Lease (collectively, “Operating Covenant Exceptions”)) in light of these objectives, consistent
with the operation olcomparahie hotel facilities, and that it will use commercially reasonable
ci forts 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 he construed with due
regard to the aforementioned objectives.

3.4 Days of Operation. The Improvements on the Premises shall he open everyday
of the year for at least hours commensurate with the hours of operations of other similar hotel
tl’icihities in Los Angeles County. California, subject to Operating Covenant Exceptions and
except for such holidays, if any, during which similar businesses in Marina dcl Rey are
customarily closed.

3.5 Signs and Awnings. Any and all art, displays, identifications, monuments.
awnings, advertising signs and banners which are placed on, or are visible from, the exterior of
the Premises shall be only of such size, design. wordine of signs and color as shall have been
specifically submitted to and approved by Director (and to the extent required under then
Applicalle Law. the Design Control Board). whether pursuant to Article 5 of this Lease or
otherwise. in ‘ri1ing. 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 malers 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 licenses and pern’.its related to or atiecting the use,
operation, maintenance, repair or improvement of the Premises. Without limitation of the
foregoing. Lessee shall comply with (i) all conditions and requirements of Coastal Development
Permit No. 200500006, which conditions and requirements arc attached to this Lease as Exhibit

and incorporated herein by this reference, and (ii) all public access requirements of the Marina
dcl Rey l,ocal Coastal Program, as amended.
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3.7 Rules and Regulations. Lessee agrees to comply with such other reasonable
rules and regulations governing the use and occupancy of the Premises as may he promulgated
by County from time to time Coi general applicability on a non—discriminatory basis to other
hotel and/or commercial tàcilities in Marina dcl 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 expressly agrees that this Lease and all rights hereunder
shall be subject to all prior encumbrances, reservations, licenses, easements and rights of way (a)
existing as of the date of the Existing Lease. or(h) otherwise referenced in this Lease in. to. over
or affecting the Premises for any purpose whatsoever, or (c) consented to by Lessee.

Without limiting the foregoing. Lessee expressly agrees that this Lease and all rights
hereunder shall he subject to all prior matters of record and the right of County or City existing
as ot the l:ffective 1)ate or otherwise disclosed to or known to 1.essee, as their interests may
appear, to install, construct, maintain, service and operate sanitary sewers. public roads and
sidewalks, fire access roads. storn drains, drainage Ilicilitics, electric power lines, telephone
lines and access and utility’ easements across, upon or under the Premises, together with the right
olCounty or the City to convey such easements and transfer such rights to others.
Notwithstanding the tbregoing or anything herein to the contrary, County agrees to cooperate
with Lessee, at Lessee’s cost, in Lessee’s efforts to address title matters, if any, which would
prevent Lessee from proceeding with the redevelopment of the Premises in accordance with the
Redevelopment Work, as long as such efforts do not materially adversely affect the County (e.g.,
cooperating with Lessee in the relocation at Lessee’s cost of any easements which interfere with
the Redevelopment Work. to the extent such relocation is reasonably acceptable to County).

3.9 Street Widening and Waiver of Abutter’s Rights of Access. The leasehold
interest in the Premises granted to lessee under this Lease is also subject to the Ibllowing
additional reservations. covenants, waivers, releases and restrictions:

3.9.1 Street Widening. Upon written notice from County to Lessee, the
Premises shall be reduced to exclude from the Premises that portion of the Premises necessary
for the future widening of Admiralty Way associated with the Admiralty Way Widening project
and the Admiralty Way/Via Marina Reconfiguration project (the “Dedication Area”). The
Dedication Area shall consist of the area described on Exhibit F attached to this Lease, or such
portion thereof as elected by County. Until written notice from County ol the exclusion of the
Dedication Area from the Premises. the Dedication Area shall remain a part of the Premises
under this Lease. Lessee shall not construct any Improvements in the Dedication Area other than
any landscape or hardscape Improvements approved by County in its sole discretion. All
Improvements in the frontage along Admiralty Way shall be constructed by Lessee in
accordance with the geometric design plan dated February 25, 2009 issued by the Department of
Public Works of the County (“Public Works”), or as otherwise directed by Public Works in
connection with the issuance of the permits fur the construction of the Redevelopment ‘Work.
Upon written notice from County ofthe exclusion of the Dedication Area from the Premises, the
Dedication Area shall he automatically excluded and deleted from the Premises as of the
effective date elected by County, without further action by the parties. Any Encumbrance
granted with respect to the Premises shall be subject and subordinate to the terms and provisions
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oIthis Section 3.9. and upon County’s election to exclude the Dedication Area from the
Premises, no Encumbrance shall thereafter encumber the Dedication Area in any manner.
Notwithstanding that no further action or consent by Lessee or an Encumbrance Holder shall he
required to remove the Dedication Area from the Premises or to terminate all Encumbrances with
respect to the Dedication Area. upon the request olCounty. Lessee and all Encumbrance holders
shall exccue (in recordable form if requested by County) such documentation as requested by
County to confirm the exclusion from the Premises ot and the termination of any Encumbrance
with respect to. the i)cdication Area. Lessee shall not be entitled to any compensation in
connection with the exclusion from the Premises of the Dedication Area.

3.9.2 Street Access. Vehicular access from or to Admiralty Way or Palawan
Way to or from the Premises shall be subject to approval by Public. Works of the location of curb
cuts in accordance with the standards of Public Works, and there shall be no such vehicular
access except over and through such approved curb cuts.

4. PAYMENTS TO COUNTY.

4.1 Net Lease. i’hc 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-oflor other withholding. except as expressly
set lorth in this Lease. Except as specifically set lhrth herein, Lessee shall be solely responsible

lbr all capital costs (including, without Limitation, all structural and roof repairs or replacements)
and operating expenses attributable to the operation and maintenance of the Premises, including
without limitation the parking areas included within the Premises.

4.1.1 Utilities. In addition to the rental charges as herein provided. Lessee
shall pay, or cause to be paid, all utility and service charges fbr furnishing water, power,
sewage disposal. light, telephone service, garbage and trash collection and all other
utilities and services, to said Premises.

4,1 .2 Taxes and Assessments. Lessee agrees to pay before delinquency all
lawful (axes, assessments, fees, or charges which at any time may be levied by the State,
County, City or any tax or assessment levying body upon any interest in this Lease or any
possessory right which Lessee may have in or to the Premises covered hereby or to the
Improvements thereon for any reason, as well as all taxes. assessments. fees. and charges
on goods, merchandise, fixtures. appliances, equipment, and propertY owned by it in, on
or 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 he 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. l..essce shall
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include a statement in all Subleases to the ctYect 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 possessorv interest tax.

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

4.21 Annual Minimum Rent and MonthJv 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 below) during each [case Year of 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 Lease Year is shorter or
longer than a full calendar year, or if any month during the Term is less than a full
calendar month, then the Annual Minimum Rent and Monthly Minimum Rent, as
applicable, shall he calculated on a pro rata basis based on the number of days in the
applicable period as compared to the number of days in such full calendar year or month.
as applicable.

4.2.1.1 During the period From the Effective Date through the earlier of
the CO Date or the Required Completion Date. the Annual Minimum Rent shall be
equal to seventy-five percent (75%) of the average total annual rent (including,
without limitation, minimum rent and percentage rent) which was payable to County
under the Existing I .case during the three (3) year period immediately preceding the
Effective Date. Lessee shall provide written notice to County of the CO Date
promptly upon the occurrence thereof

4.2.1.2 During the period commencing on the day after the end of the
period described in subsection 4.2.1.1 above and continuing until the end of the
calendar year during which the third anniversary of the last day of the period
described in subsection 4.2.1.1 occurs, the Annual Minimum Rent shall be equal to
the pmduct of(a) the average total Annual Minimum Rent and Percentage Rent
projected to he payable by Lessee for the three (3) year period after the CO Date,
multiplied by (h) .75; provided, however, in no event shall the Annual Minimum Rent
payable by Lessee under this subsection 4.2.1.1 be less than the Annual Minimum
Rent payable by Lessee pursuant to subsection 4.2.1.1 above. Not later than three (3)
months prior to the earlier of the projected CO Date or the Required Completion
Date, Lessee shall deliver to County for County’s reasonable approval Lessee’s
projected Gross Receipts for the three (3) year period following the CO [)atc, which
projected Gross Receipts, as reasonably approved by County, shall be used to
calculate the Annual Minimum Rent payable by Lessee under this subsection 4.2.1.2.

4.2.1.3 Effective at the end of the period described in subsection 4.2.1 .2
and every three (3) years thereafter until the first Renegotiation Datc, and thereafter
effective each third (3rd). sixth (6th) and ninth (9th) anniversaries of each
Renegotiation Date (each an “Adjustment Date” and collectively the “Adjustment
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Dates”), the Annual Minimum Rent shall be adjusted as provided in this subsection
4.2.1 .3. The Annual Minimum Rent shall be adjusted as o’each Adjustment Date to
the amount which equals seventy five percent (75%) of the average total Annual
Minimum Rent and Percentage Rent payable by Lessee during the three (3) year
period immediately preceding the Adjustment Date.

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 tbrth in this
subsection 4.2.2. Gross Receipts (as defined herein) ii’om each transaction, sale or
activity of Lessee and/or any suhlessee shall be reported under the applicable percentage
category set forth below in this subsection 4.2.2. (t 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 IJSCS, 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 hereof.
Lessee shall file a report of Gross Receipts by category and pay to County a sum equal to
the total of the percentages set fiiIli in categories (a) through (t) below of Gross Receipts
for the previous month. Lessee shall be entitled to offiet against each such Percentage
Rent paynient the amount of the installment of Monthly Minimum Rent paid by Lessee
for such previous month.

(a) That percentage determined pursuant to category (t) below, of Gross
Receipts or other fees for the rental or use of boat slips, anchorages, moorings, dockside
storage space. and such other facilities and services ancillary thereto as are generally
provided, in common to tenants thereof: including receipts obtained from persons who
live on their boats;

(l) That percentage determined pursuant to category (t) below, of Gross
Receipts from the rental or other fees charged for the use of dry storage facilities and
landside storage space:

(c) SEVITh4 AND ONE-HALF PERCENT (7.5%) of Gross Receipts or other
fees charged for the rental, occupancy or use of the following structures: (1) apartments,
(2) hotel and/or motel accommodations, and (3) meeting rooms; and SEVEN AND ONE-
HALF PERCENT (7,5%) of Gross Receipts from filming or other television and/or
motion picture activities, or from other activities not otherwise provided for in this
subsection 4.2.2:

(cl) TWFLVF PERCENT (12%) of Gross Receipts or other fees charged for
the occupancy ot’( I) offices utilized lbr banking. financial or investment activities,
internal clerical or administrative activities, business enterprises, real estate and insurance
brokerage, legal. medical, engineering, travel agencies, yacht club purposes. or similar
uses; or (2) restaurants, stores. shops, or other commercial establishments; provided that,
except as provided in subsection 4.2.2.5, Gross Receipts or other fees charged for the
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occupancy ol restaurants, stores, shops or other commercial establishments shall not he
included in the caIcuation of Percentage Rent wider this subsection (ci) if the Gross
Receipts from the operation of such businesses are required to he reported under other
categories of’ this subsection 4.2.2;

(d) That percentage determined pursuant to category (t) below, of Gross
Receipts from the sale of new or used boats, house trailers, trailer cabanas:

(c) That percentage determined pursuant to category(t) below, of Gross
Receipts received lbr boat brokerage, car rental, marine insurance, or other similar
services; and FIVE PERCENT (5%) of Gross Receipts received by Lessee or a Suhlessec
fbr commissions or other fees for laundry, dry cleaning or other similar activities where
earnings are normally received on a commission basis. in the case in which Lessee or a
Sublessee is the operator of such enterprise, or TWENTY PERCENT (20%) of any
commissions or fees collected by Lessee or a Sublessec from such enterprise ifa third
party provider is the operator of such enterprise;

(f) With respect ro service enterprises not otherwise described in this
subsection 4.2.2, including without limitation, cable. internet, satellite,
telecommunication or other antennae fees, telephone, electricity co-generation and other
utility services, FIVE PERCENT (5%) of Gross Receipts received by Lessee or a
Suhiessee from such enterprise if Lessee or a Sublessee is the operator of such enterprise,
or TWENTY PERCENT (20%) of any commissions or fees collected by Lessee or a
Sublessee from such enterprise ifa third party provider is the operator of such enterprise;

(g) That percentage determined pursuant to category (0 below, of GTOSS

Receipts from the rental of boats, or from ticket sales or other fees, charges or Gross
Receipts from sport tshing or other commercial boating activities such as charter boat or
barehoat charters, but not including the boating activities described in category (n) below;

(gI) FIVE PERCENT (5%) of Gross Receipts from (lie rental of bicycles, cycle
carriages. scoeters or other similar equipment;

(Ii) With respect to the installation and/or operation of coin—operated vending
or service machines, including pay telephones. FIVE PERCENT (5%) of Gross Receipts
received by Lessee or a Subiessee from such enterprise if Lessee or a Sublessee is the
operator of such enterprise, or TWENTY-FIVE PERCENT (25%) of any commissions or
other fCes collected by Lessee or a Sublcssce from such enterprise if a third party
provider is the operator of such enterprise;

(i) 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 l)roided for in subsection (j):

j) Ii IREE, ANF) ONE-HALF PERCENT (3.5%). of Gross Receipts from the
operation of restaurants, restaurant/cocktail lounge combination, coffee shops, beach and
theater food làcilities. except that Gross Receipts from facilities established and operated
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as a take-out tod operation shall be reported under subsection (SI); a “take-out thod
operation” shall mean a restaurant or other food operation a majority of the Gross
Receipts from which are derived from the sale of food or beverages to he consumed off-
site;

(k) That percentage determined pursuant to category (t) below, of Gross
Receipts from the sale of gasoline, diesel fuel or mixed fuel sold;

(I) That percenta&c determined pursuant to category (t) below, of Gross
Receipts from sales by a fuel sales facility of petroleum or fuel products other than those
covered by paragraph (k) above:

(rn) F[FTFEN 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 quaIif’ for such an exemption Lessee must comply with the
Criteria ftr Eligibility for Exemption of Special Assessments from Gioss Receipts”
issued by the Director;

(n) That percentage determined pursuant to category (t) below, of Gross
Receipts from (he operation of excursion. sightseeing or tour boats, or any water taxi;

(o) RESIRVED:

(p) That percentage determined pursuant to category (t) below, of Gross
Receipts from the operation of boat repair yards. including repair, painting, tugboat.
salvage and boat pump-out services and similar activities:

(q) FIVE PERCENT (5%) of Gross Receipts of cover charges or other fees
charged for admission to facilities featuring entertainment, excluding movie theaters,

whose Gross Receipts shall be reportable under subsection (s);

(r) (I) In the case where parking facilities are operated by a third party
operator under a parking operation agreement with Lessee or a Sublessee. (I) IW’ENTY
PERCVNT (20%) of the fee or other compensation paid by such third party operator to
Lessee (or Sublessee) if the operator is entitled to receive parking revenue and is
responsible for the payment of operating expenses; or (ii) FIVE PERCE1T (5%) of the
Gross Receipts from the operation of such parking if the operator collects such Gross
Receipts on behalf of Lessee (or Sublessee) and Lessee (or Sublessec) is responsible for

the payment othe operating expenses for such parking operation (which operating
expenses include a lee or other compensation to the parking operator for the rendering of
such parking services); or

(2) In the case where parking facilities are operated by Lessee or a
Sublessee. FIVE PFRCTNT (5.0%) of Gross Receipts from such parking.

Notwithstanding the foregoing, if other comparable hotel projects in the Relevant Market
(as defined below) generally provide parking at no charge or for a charge less than that

charged by Lessee. then at Director’s election the Gross Receipts under this Lease
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attributable to parking charges in excess oCthe market hotel rate for such parking shall
not he included in Percentage Rent under ibis category (r) hut shall instead he considered
Gross Receipts from the rental. occupancy or use of hotel accommodations under
category (c) above; the Relevant Market” shall mean the following hotels (or successor
operations at the same location) that are then in operation: (I) Marina del Rey Marriott
located on Parcel 14 LV; (11) Ritz Carlton Hotel located on Parcel 125H: (Ill) Marina dcl
Re>’ Hotel located on Parcels 42/43; (lv) Courtyard Los Angeles Marina del Rey located
at 13480 Maxella Avenue; and (V) any other then existing hotel located in Marina dcl
Rey with 50 or more hotel rooms; provided, however, that a hotel that is otherwise
included in the Relevant Market as described above and that is located on a leasehold
with County that requires the lessee to pay to County percentage rent shall not be
included in the Relevant Market unless in such lessces lease with County the percentage
rental rate applicable to gross receipts from parking revenues collected by or for the
benefit ot’such lessee (i.e., gross receipts collected on a basis similar to that described in
clauses (r)(1)(ii) and (r)(2)above and not gross receipts consisting of compensation paid
to the lessee by the operator for the right to operate such parking facilities as in clause
(r)(lXi) above) is less than the percentage rental rate applicable to gross receipts from
hotel room Occupancy;

(s) FIVE PERCENT (5%) of Gross Receipts from the sale of miscellaneous
goods and services consistent with (he Permitted Uses but not specifically provided fbr
else here in this subsection 4.2.2:

(SI) FOUR PERCENI (4%) of the Gross Receipts from the operation of any
stores, shops or boutiques selling items at retail; and

(I) In the case where a specific percentage in the foregoing schedule has not
been provided, then concurrent with County’s or Director’s approval of a specific
additional or related 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 oI(l)tlie average percentage rent received by County with respect to that
category of activities within Marina dcl Rey, Calithrnia at the time of approval of the
additional or related use, or (2) the most recent agreement between County and a Marina
dcl Rey ‘essee, whether by arbitration or otherwise, with respect to the appropriate
percentage to be applied to that use. The percentage rent for the additional or related use
as determined pursuant to this subsection (t) shall remain in eflct until the next
Renegotiation Date.

4.2.2.1 Other Activities. If Director or Lessee reasonably determine
that a percentage of Gross Receipts is not suitable or applicable lbr 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 engagin 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 he included in
Percentage Rent, as determined hereunder, in lieu of a percentage of Gross Receipts
therefor.
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4.2.2.2 Accounting Records and Procedures. Lessee aerees to and
shall comply with, and shall cause all of its sublessees, licensees, pcrrnittees and

concessionaires to agree to and comply with, the recordkceping and accounting
procedures. as well as the inspection and audit rights granted to County. set forth in
Article 14 of this Lease.

4.22.3 Cross Receipts. Except as herein otherwise provided, the term
‘Gross Receipts” as used in this Lease means the gross amount of all money.
receipts, compensation, or other things of value, including hut not limited to charges,
sales price, rentals, payments, reimbursements (inckiding, without limitation.
common area maintenance or other expenses, taxes, utilities, insurance, promotional
expenses or charges. and other payments or reimbursements), fees and commissions
made or earned by Lessee and/or all its assignees, Sublessees, licensees, permittees or

concessionaires, from any business. use, occupation or ally conlbination thcreol

originating. transacted, or performed in whole or ill part. on tile Premises, including
hut not limited to rentals, tile rendering or supplying ol’services and the sale of goods,
wares, food, beverages 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. tllcre shall be no deduction
From Gross Receipts for any overhead or cost or expense of operation, such as,
Witllout limitation, salaries, wages, costs of goods, interest, debt amortization, rent
credit (but the value of any Flee rent period shall not he inlputcd as Gross Receipts),
collection costs, discounts from credit card operations (except as provided in
subsection (4)(h) below), 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 reported by Lessee and its Sublessees, assignees,
licensees. Lessees and permittees must include the usual charges for any services,
goods, rentals or facilities provided by Lessee or its Sublessees, assignees. licensees.
concessionaires or permittees. L3ona tide bad debts actually accrued by Lessee tbr
amounts owed by subtenants, assignees. licensees concessionarics. permittecs,
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 fhr had debts based Oil past experience or transfer to a had debt reserve.
Subsequent collection of bad debts previously not reported as Gross Receipts shall he
included in Gross Receipts at tile time they are collected.

(4) 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
any retailers without profit to Lessee, where such returns or deliveries are made

I Y)5(I4I S 24

#39 of JUN 16,2009



solely for the convenient operation of the business of Lessee or sublessee and not
fiw the purpose olconsummating 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 ofLessces acceptance thereol 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
i .CSSCC’S stock in trade;

d. receipts from insurance claims other than rental
interruption or business interruption insurance related to the replacement ofGross
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 ol’ 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 iii any year;

h. receipts from vending machines used solely by employees
of the business operation:

lees 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%) ol the Gross Receipts from
such business operation in any year:

interest or other charges paid by customers of Sublessees
for the extension ol credit; and

k. the sale of promotional merchandise by Sublessecs at cost.

(5) Gross Receipts shall not include amounts reimbursed to Lessee
for the Cost of each Sublessec’s submetered electricity, water and gas for such
Sublessee’s space, provided that (I) each Suhiessee’s obligation to reimburse Lessee
for such utility charges is separate and apart from such Suhlessce’s obligation to pay
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rent for its occupancy of the Premises; (2) the reimbursed sum is in an amount equal
to the Cost of the Sublessee’s usage of such utilities: and. (3) the receipt is actually
credited against the cost of the Sublessec’s usage of such utilities. For the purpose of
the foregoing sentence. the “Cost” of the Suble.ssee’s usage of utilities shall mean the
actual costs incurred by Lessee, exclusive of overhead and general and administrative
expenses. in paying the portion of the respective utility bill that is allocable to the
Sublessee based on such Sul,lesse’s ubrnctered consumption of such utilities, 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 subnieter 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 1 .ease.

4.2.2.4 Excess Payments Credit. If rent payments actually made by
Lessee in a particular Lease Year exceed the total rentals actually due for that year as
computed on an annual basis at the end oleach Lease Year. Lessee shall he pcniiitted
to credit that excess amount (“Excess Percentage Rent Payment”) against the
succeeding monthly installments of Percentage Rent otherwise due under this Section
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 ofthe Term. County shall refund such amount to Lessee within thirty’ (30) days
of its discovery and verilication of such overpayment.

4.2.2.5 Effect of Sublessee, etc. Doiii 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, Lessee shall pay Percentage Rent based on whichever of the following
results in the greater Percentage Rent: (I) the Gross Receipts of each Sublessee under
one 01’ more of categories (a) throueh (t) of this Section 4.2.2; or (2) the Gross
Receipts received by Lessee from such Sublessee; provided, however, thai this
subsection 4.2.2,5 shall not be applicable to the uses described in clause (1) of
category (ci) of this Section 4.2.2.

4.2.2.6 Interest; Etc. Interest. service or late charges collected in
conjunction with a transaction, sale or activity of Lessee or Sublessec shall he
reported in the same percentage category as the transaction, sale or activity is
reported.

4.2.2.7 Pcrcentate Rent Does Not Affect Permitted ljses. 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.
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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
dcfinition of Gross Receipts, with such interpretations to be a guideline in
implementing the foregoing subsections of this Lease.

4.2.2.9 CVB Surcharge. Lessee Funds its share of the cost of the
operation ot the Marina del Rey Convention and Visitor’s Bureau (“CVB”) through
the self-imposed collection from its customers of a one perccnt(l%) surcharge
against the tes charged to its customers for the occupancy of hotel and motel
sleeping accommodations (the Surchargc”) and the monthly payment of the
Surcharge to the CVR (the “CVB Payment”). In recognition of the mutually
beneficial services provided by the CVB and in acknowledgment of the intended use
of the Surcharge, County and Lessee agree that the Surcharge shall he excluded from
Gross Receipts to the extent that Lessee pays the Surcharge to the CVB in the form of
the CVB Payment prior to the date on which the monthly Gross Receipts report for
the month during which the Surcharge is collected is due. Lessee shall report, as
separate line items in the monthly Gross Receipts report, the amounts of the
Surcharge excluded from Gross Receipts and the (‘V13 Payment for such reported
month. If for any month the (‘VB Payment is less than the Surcharge. then the
allowable exclusion shall be limited to the actual CVB Payment. and Percentage Rent
shall he payable under category (c) of subsection 4.2.2 with respect to the amount by
which the Surcharge exceeds the (1V13 Payment. All records relating to the Surcharge
and CVB Payments shall be maintained by Lessee in conformance with the
requirements of Article 14 of thi is Lease.

4.3 Renegotiation of Annual Minimum and Percentage Rents. Eftictivc as of the
first .Ianuary I tbllowing the tenth (I 0) anniversary of the earlier of the CO Date or the
Required Completion I)ate. and each ten (10) years thereafter (each a ‘Renegotiation I)atc” and
colcctively. the Renegotiation Dates”), the Annual Minimum Rent and Percentage Rent shall
he readjusted to the Fair Market Rental Value (as defined below) of the Premises.

4.3.1 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), expressed as 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 oh’ the other terms, conditions and covenants contained
in the Lease, if the Premises were exposed for lease for a reasonable time on an open and
competitive market to a lessee for the purpose of the Permitted Uses, where County and
the respective tenant are dealing at arms length and neither is under abnormal pressure to
consummate the transaction. together with all restrictions, franchise value, earning power
and all other factors and data taken into account in accordance with California law
applicable from tinic to time to eminent domain proceedings.

4.3.2 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 ol’the Premises.
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Lessee’s notice shall include a list of comparable properties andior 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 he reasonably requested by County. Within one hundred twenty (120)
days after receipt of Lessee’s notice, ifCotinty disagrees with Lessee’s determination,
County shall deliver to Lessee written notice of such disagreement. together with
County’s determination of [air 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 inflwmation regarding such compai-able properties or the
Premises as County deems relevant or as may he reasonably requested by Lessee, to the
extent available to County. If County fails to deliver to Lessee notice of its disagreement
within the aforernL-ntioned 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 he 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
deterni ination of Fair Market Rental Value shall be binding on County unless County
delivers notice of its disagreement within such fifteen (1 5) 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 Renta’ Value. and such
failure continues for fifteen (15) days after receipt of written notice &om County, then
County shall submit its determination of Fair Market Rental Value to Lessee. Lessee
shall have fifteen (15) days after the submittal by County to Lessee olCount’s
determination of Fair Market Rental Value to deliver to County written notice of Lessee’s
agreement or disagreement with County’s determination. IfLessee fails to deliver notice
of such disa2reemcnt 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 l5) day period, then County’s deterni nation of Fair Market Rental Value
shall be binding on Lessee as of the Renegotiation Date.

4.3.3 Negotiation of Fair Market Rental Value. If County (or Lessee, as
the case may be) does so notif Lessee (or County. as the case may be) of its
disagreement as provided in subsection 4.3.2. 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 fbr 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 setting firth the Fair Market Rental Value so jointly
determined, to be effective upon the Renegotiation Date. I)ircctor shall be authorized to
execute any such amendment on behalf of County. l)uring the period of negotiation,
Lessee shall abide by all ofthe 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.

4.3.4 Arbitration. IfCounty and Lessee fail to reach agreement during the
sixty (60) day period set forth in subsection 4.3.3, then, unless the parties agree
otherwise, the Fair Market Rental Value of the Premises shall be determined by
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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 all olihe terms, conditions and covenants of this
Lease. the earning power and all of the factors and data relating to such value required or
proper to be considered in determining the fair rental value of lcaseholds under the laws
of eminent domain in the State of Califlirnia. During the period of arbitration, County
and Lessee shall abide by all of the terms and conditions of this Lease, including but not
limited to Lessee’s obligation to pay to County Annual Minimum Rent and Percentage
Rent at then existing levels.

4.3.5 RetroactMtv, In the event that, pursuant to subsections 4.3.3 or 4.3.4
hereof, the parties execute an amendment to this Lease setting tbrth the Fair Market
Rental Value and the Annual Minimum Rent, such amendment. if eecuted prior to the
Renegotiation i)ate. shall he effective as of the Renegotiation Date; it’executed alter the
Renegotiation Date, such amendment shall he 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 shalt at its
election pay or credit to Lessee, the difference, if any. between (a) such Fair Market
Rental Value for the Premises and (h) 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 overpaymcnts) or County (with respect
to underpaynicnts) shall further be entitled to interest on each portion olsuch payment
from each date on which the applicable rental payments were payable under this Lease to
the date paid or credited, whichever is applicable, at the following rates, compounded
quart cr1 y:

(1) the interest rate applicable to the lrst six (6) months fbl(owing the
Renegotiation Date shall be equal to the average (laity rate for the non-restricted
tiinds 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 olsix (6)
months tbllowing the Renegotiation Date shall be the average prime rate of interest

published in the Wall Street Journal (the “Prime Rate”) plus one percent (1%) for the
period between the date which is six 6) months after the Renegotiation Date and the
date of payment.

4A Pa’ ment. Monthly Minimum Rent shall he paid by J.essee in advance.
Payments olMinimuni Monthly Rent shall he received by County on or before the first day of
each calendar month of the Tern,. Percentage Rent shall he paid by Lessee in arrears.
Percentage Rent due, if any, for a given month of the Term shall be received by County on or
beibre the fifteenth day olthe calendar month Ibilowing each month of the Term, calculated as
follows: the LesNee shall calculate the total Percentage Rent owed to County Ibr the relevant
month olthe 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
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County thr that month but nevertheless the Monthly Minimum Rent shall he paid every month of
the Term hereol. Perccntae Rent payments shall he reconciled annually at the end of each
Lease Year, with any Excess Percentage Rent Payments credited as provided in subsection
4.2.2.5.

Payment may he 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 dcl Rey, Califiwnia 90292, or such other
address as may he provided to Lessee by County. Lessee acknowledges that County shall have
no obligation In issue monthly rental statements, invoices or other demands for payment. and that
the rental payments required herein shall he payable notwithstanding the fact that Lessee has
received no such statement. invoice or demand.

4.5 Late Fees. In the event any payment hereunder 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 lee (“Late Fee”) of six percent (6%) ot’thc unpaid amount shall he added to any

amount that remains unpaid five (5) days after such amount was due and payable: provided,
however, that Lessee shall not he required to pay a Late Fee in the case of the first instance in
any calendar year that a payment is not made by Lessee within the thregoing five (5) day period.
so long as such delinquency is cured within one (1) business day after written notice from
County. In addition to any Late Fee, any unpaid rent due shall additionally hear interest at an
annual rate equal to the Prime Rate plus three percent (3%). computed from the date when such
amounts were due and payable, compounded monthly, until paid. Lessee acknowledges that
such Late Fee and interest shall be applicable to all identified monetary deficiencies under this
Lease, whether identified by audit or otherwise, and that interest on such amounts shall accrue
from and alter the date when such amounts were due and payable as provided herein (as opposed
to the date when such deficiencies are identified by County).

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 (h) a Financiiig Event. County shall he paid (1) an Administrative Charge
equal to the Actual Cost incurred by County in connection with its review and processing of said
Change ofOwnership or Financing Event çAdministrative Charge”) and (2) subject to the
remaining provisions of this paragraph, aNd Proceeds Share, in the event County approves such
proposed Change of Ownership or Financing Event and such transaction is consummated. Nei
Proceeds Share” shall mean the applicable amount determined pursuant to Section 4.8 of this
Lease. Changes of Ownership and Financing Events are further subject to County approval as
provided in Articles 12 and 13 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, (h) the execution by Lessee of a Major Sublease or the transfer by the Major
Sublessee tinder a Major Sublease of a five percent (5%) of greater direct ownership
interest in such Major Sublease, (c) any transaction or series of related transactions not.
described in subsection 4.6. 1(a) or subsection 4.6.1(b) which constitute an Aggregate

Transfer of fifty percent (50%) or more of the beneficial residual interests in Lessee or a
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Major Sublessee, or (d) a Change olControl (as defined below) of Lessee or a Major
Suhiessee.

For the purposes of this Lease, “Change of Control” shall refer to a transaction whereby
the transfrce aciluires a beneficial residual interest in Lessee or a Major Sublessee which
brings its cumulative beneficial residual interest in Lessee or a Major Sublessee. as
appropriate, to over fifty percent (50%).

4.6.2 Excluded Transfers. Notwithstanding anything to the contrary contained
in this Lease. Changes of Ownership resulting from the ftllowing transfers (“Excluded
Transfers”) shall not he deemed to create an obligation to pay County a Net Proceeds
Share or any Administrative Charge:

4.6.2.1 a transl’er by any direct or indirect partner, shareholder or
rnem1er of Lessee (or ofa limited partnership. corporation or limited liability
company that is a direct or indii-eci owner in Lessee’s ownership structure) as of the
Effective Date or the date on which a Change of Ow nership occurred as to the interest
transferred, to any other direct or indirect partner. shareholder or member of’ Lessee
(or ofa limited partnership. corporation or limited liability company that is a direct or
indirect owner in Lessee’s ownership structure) as ol the Eflictive Date. including in
each case to or from a trust for the benefit of the immediate family (as defined in
subsection 4.6.2.3 below) of any direct or indirect partner or member of Lessee who
is an individual:

4.6.2.2 a transfer to a spouse in connectiOn with a property scttlemeni
agreement or decree of dissolution ol mamage or legal separation. as long as Such
transfer does not result in a change in the management of Lessee;

4,6,2.3 a transfer oi’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 erandchifdren). (ii) to a trust for the benefit ola member oIthc
immediate thmilv of the transferor, (iii) from such a trust or any trust that is an owner
in a constituent entity of Lessee as of the Effective Date, to the senior or beneficiaries
of such trust or to one or more other trusts created by or for the benefit of any of the
Ibregoing persons, whether any such transfer described in this subsection 4.6.2.3 is
the result ofgi1, 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 olsuch
partner;

4.6.2.4 a transfer ofa beneficial interest resulting fl’oni public trading in
the stock or securities ot’an entity, where such elitity is a corporation or other entity
whose stock and/or securities is/are traded publicly on a national stock exchange or is
traded in the over-the-counter market and the price for which is regularly quoted in
recognized national quotation services;
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4.6.2.5 a mere change in the form, method or status of ownership
(including, without limitation, the creation of single pttrposc entities) so long as the
ultimate beneficial ownership remains the same as of the Effective Date, or as
otherwise excluded in accordance with subsections 4.6.2.1 through 4.6.2.4 above:

4.6.2.6 any transfer resulting from a Condemnation by County; or

4.6.2.7 any assignment of the Lease by Lessee to a parent, subsidiary or
affiliate of Lessee in which there is no change to the direct and indirect henelicial
ownership of the leasehold interest.

4.6.3 Aggreatc Transfer. ‘-Aggregate Transfer” shall refer to the total

percenta2e of the shares of stock. partnership interests, membership interests or any other
equity interests (which constitute beneficial residual interests in Lessee or a Major
Sublessee. as appropriate) 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 by Lessee of this Lease or a Major Sublease, as
appropriate, or (c) the most recent Change olOwnership 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
transaction involving successive transfers of the same interest. Isolated and unrelated
transfers shall not he treated as a series of related transactions br purposes of the
definition of Aggregate Transfer.

4.6.4 Beneficial Interest. As used in this Lease, “beneficial interest” or
“beneficial residual intercst’ shall refer to the ultimate direct or indirect ownership
interests in Lessee (or a Major Sublessee, as applicable), regardless of the form of
ownership and regardless of whether such interests arc owned directly or through one or
more layers of constituent partnerships. corporations. limited liability companies or
rusts.

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 otherequity 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 Sublcssce. as appropriate, 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 ti’ansfers thereof.

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

4.7 Calculation and Payment. A deposit of Fifteen Ihousand and 00/100 Dollars
(SI 5,000) toward the Administrative Charge shall be due and payable upon Lessee’s notification
to County of the proposed Change of Ownership (that is not an Excluded Transfer) or Financing
Lvcnt 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 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, ifany, of the deposit in excess of the Adniinistra[ive Charge otherwise
allowable under Section 4.6. In the event that the Administrative Charge exceeds the deposit.
then Lessee shall pay County the balanceo1the Administrative Charge otherwise allowable
under Section 4.6. within thirty (30) days after receipt of the notice from County selling 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. Together with its request br
County approval of the proposed transaction, Lessee, a Major Sublessee or the holder of a
beneficial interest in this Lease or a Major Sublease. whichever is appropriate, shall present to
County its calculation of the Net Proceeds Share (if any) anticipated to he 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 he reasonably requested by County to veri1 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, ifany. Failure of Couiny to approve the Calculation
Notice in writing within such thirty (30) day period shall be deemed to constitute County’s
disapproval thereof. Failing mutual agreement within thirty (30) days after the expiration of said
thirty (30) day period, the dispute shall be resolved by arbitration as set forth in Article 16 of this
Lease in the manner prescribed herein fhr 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
Lcssees Calculation Notice; provided. however, that (i) l.essee 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 (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
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Tease, in the manner prescribed herein for the resolution of disputes concerning Fair Market
Rental Value.

4.7.1 Transfer of Less Thaii Entire Interest. Where a Change of Ownership
has occurred by reason of the transfer of less than all of an owner’s heneticial interest in
Lessee, this Lease or a Major Sublease. the Net Proceeds Share shall he 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 T)ate. (b) 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. hut excluding any event as to which the Net Proceeds Share is expressly
stated to be $0 under the provisions of Section 4.9 below) with respect to this Lease (or a
Major Sublease). or (c) the date which is twelve (I 2) months prior to the transfer which
constitutes the Cli ange of Ownership.

4.7.2 Purchase Money Notes.. If the transferor of an interest accepts a note
made by the ti-ansferee 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 olsuch 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 i-ate of interest, shall be settled by arbitration pursuant to Article 16
below.

4.7.3 Ohliation to Pay Net Proceeds Share and Administrative Chartte.
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 joint and several obligation of the transferor and transferee. 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 lbrth 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 ICil to pay the Administrative Charge and/or Net Proceeds Share
due hereunder, as long as Lessee uses its best efhrts 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 thereot provided further that at the end of such
three (3) year period County shall no longer have any obligation to forebear from
terminating the Lease if the Administrative Charge and Net Proceeds Share, plus interest
as described below, has not been paid in full. An Administrative Charge and Net
Proceeds Share not paid when due hereunder shall bear interest at the Prime Rate plus
three percent (3%). For p poses of determining whether County is required to forebear
from terminating the Lease as described above, 1.essee’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
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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 case of the first Change of Ownership occurring
during the first ten (10) years after the Effective Date (and any Financing Event to fund such first
Change of Ownership), the Net Proceeds Share shall be $0. In the case of the second and each
subsequent Change of Ownership (excluding Excluded Transfers) during the ten (10) year period
after the Effective Date, and in the case of each Change of Ownership (excluding Excluded
Transfers) after the first ten (10) years following the Lflèctive Date, the Net Proceeds Share shall
be a sum equal to the greater of(a) five percent (5%) of the gross sale or transfer proceeds or
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, such consideration shall in no event be
deemed to be less than the fair value of the interests transferred) (the “Gross Proceeds”), or (b)
twenty percent (20%) of the Net Transfer Proceeds from such transfer. Notwithstanding the
foregoing, if the Gross Proceeds are less than 105.26% of the Applicable Costs (as defined in
subsection 4.8.1 or 4.8.2 below, as applicable), then the Net Proceeds Share under the
immediately preceding sentence shall he calculated only in accordance with clause (b) in such

sentence (i.e., the Net Proceeds Share shall be twenty percent (20%) of the Net Transfer

Proceeds from such transfer).

In the case of the following Financing lvents (collectively, the “Finandng Event Net
Proceeds Share Exclusions”), the Net Proceeds Share shall be $0: (i) the origination of the

initial construction loan for the construction of the Redevelopment Work (the “Initial

Construction Loan”), (ii) the first conversion or refinancing of the Initial Construction Loan to

permanent financing within iwo (2) years following the completion of construction of the
Redevelopment Work, and (iii) the first Financing Event occurring during the first ten (10) years
after the CO Date (excluding any Financing Event described in clauses (i) or (ii) above). With
respect to any other Financing Event not described in the immediately preceding sentence or in
the flrst sentence of this Section 4.8 above, the Net Proceeds Share (if any) shall be equal to
twenty percent (20%) of the Net Refinancing Proceeds from such Financing Event.
Notwithstanding the foregoing, in connection with any Financing Event used to fund the cost of

[he acquisi [ion of an Ownership Interest in Lessee that constitutes an Excluded Transfer, if such
Financing Event is secured by the Ownership Interest that is transferred, then the Net
Refinancing Proceeds from such Financing Event shall not include the portion of the proceeds of

such Financing Event used to fund the acquisition cost of such Ownership Interest.

Notwithstanding any contrary provision of this Section 4.8, in the calculation of Net
Transfer Proceeds and Net Refinancing Proceeds derived from a Change of Ownership or
Financing Event, as applicable, pursuant to the remaining provisions of Section 4.8 below, there
shall be no duplication of any amounts to be subtracted from the total consideration received in
Connection with such transaction, even if a particular amount qualifies for subtraction under
more than one category.

4.8.1 Transaction by Original Lessee. In the case of a transfer by Lessee (hut
not a successor or assignee of Lessee) constituting a Change of Ownership, “Net
Transfer Proceeds” shall mean the Gross Proceeds less the sum of the following costs
with respect to Lessee (hut not its successors or assignees) (“Applicable Costs”):
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4.8.1 .1 The sum of (a) £4,970,000, plus (b) the aniount of the
Extension Fee that has been paid by Lessee as of the dae of the Change of
Ownership, plus (c) actual out—of—pocket costs incurred by Lessee for its third party
consultants and attorneys in connection with the negotiation arid consummation of the
Option Agreement and this Lease, plus (d) actual Costs incurred by Lessee fbr the
reimbursement of County’s Actual Costs in connection with the negotiation and
constanniation of the Option Agreement and this Lease (collectively, the “Base
Value”).

4.8.1.2 The final actual construction costs paid by Lessee in
connection with the construction of the Redevelopment Work, and other capital
renovations to the Premises, or other physical capital Improvements or Alterations to
the Premises in compliance with Article 5 herein, to the extent applicable (including
in each case all hard and soft costs (including out-of-pocket design and
predevelopment costs incurred prior to the Effective Date ftr the Redevelopment
Work or for other physical Improvements constructed after the Effective Date,
construction period interest on Lessee’s construction loan, and developer fees
incurred by Lessee, as long as such developer fees do not exceed four percent (4%) of
hard construction costs). which costs have been submitted to County within ninety
(90) days after the completion of such Improvements, along with evidence reasonably
satisfactory to Director that such costs have been incurred (the amounts described in
this subsection 4.81 .2 are referred to as “Improvcment Costs”). Notwithstanding
the foregoing, with respect to Improvements or Alterations which are not part of the
Redevelopment Work, Lessee shall submit Improvement Costs on an annual basis
within ninety (90) days following the end of each fiscal year. lfhv the dale that is
ninet (90) days after the completion of the Redevelopment Work (or other
Improvements) the final amount of’ the Improvement Costs is not established because
of’ a dispute or disputes between Lessee and its contractor(s), then Lessee shall note
such dispute(s) in its submission of the Improvement Costs (including a description ol’
the costs and the amounts under dispute). lessee shall thereafter notit County in
writing within thirty (30) days after the resolution of au such dispute as to any final
adjustment acquired to the amount ol the Trnprovement Costs to reflect the resolution
olsuch dispute.

4.8.1 .3 Commissions, title and escrow costs, documentary transfer
taxes. reasonable attorneys fees, prepayment, defeasance or yield maintenance
premiums, and other hona tide closing costs actually paid to third parties and
documented to the 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, and the Administrative Charge paid by Lessee to
County in connection with the transaction (collectively. “Documented Transaction
Costs”).

4.8.1 .4 That portion of the principal amount of any Financing Event
after the FlIective I)ate that constituted Net Refinancing Proceeds on which Lessee
paid County a Net Proceeds Share.
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4.8.2 Transfer by Lessee’s Successor. In the case of a transfer by a 1.essee
other than the original Lessee. ‘Nct Transfer Proceeds” shall mean the Gross Proceeds
minus the Applicable Costs. For purposes of this subsection 4.8.2. Applicable Costs shall
mean the sum of the (bliowing with respect to such successor Lessee:

4.8.2.1 The greatest of(a) the sum of the Base Value. plus Improvement
Costs incurred subsequent to the ElThctivc Date but prior to the acquisition of the
leasehold interest by such successor, (h) the purchase price such successor paid to
Lessee or such successor’s seller for the interest acquired (or the fir market value of
the interests transferred in connection with the seller’s acquisition of the leasehold if
utilized in connection with the calculation ofNet Transfer Proceeds with respect to
that sale) or (C) the original principal amount of any Financing Event or Financing
Events (on a non-duplicative basis) after such successor Lesse&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, hut without duplication.

4.8.2.2 Improvement Costs acwally paid by such successor Lessee after
such successor Lessee’s acquisition of its leasehold interest in the Premises (hut not
duplicative of the principal amount of any Financing Event described in clause
4,8,2.l(c) al,ove, the proceeds of which were used to fund such Improvement Costs):
provided that such costs have been submitted to County, with an appropriate Lessee
certification and evidence reasonably satisfactory to Director that such costs have
been incurred, as provided in subsection 4.8.1.2.

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

4,8.3 Transfers of Major Suhiessee’s Interest. With respect to any Change of
Ownership described in subsection 4.6.1(h), subsections 4.8.1 and 4.8.2 shall apply,
except that any rents or other amounts received by Lessee from the Major Sublessee and
with respect to which a percentage is passed through to County under any provision of
this Lease (other than payment olNet Proceeds Share) shall he disregarded in the
corn pulation 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
ofan interest in an entity holding a direct or indirect ownership interest in this Lease or in
a Major Sublease), subsections 4.8.1 and 4.8.2 shall apply to such Change of Ownership,
except that in lieu of deducting the amounts described in either subsections 4,8.1.1 and
4.8.1.2, on the one hand, or subsections 4.8.2.1 and 4.8.2.2, on the other hand, as
applicable, in determining Net Transfer Proceeds, the cost to the transferor ofthe interest
being transferred or which was transferred in the past but constitutes a portion of an
Aggregate i’ransfer (which cost shall in no event he deemed to he less than a pro rata
share of the amounts described in subsection 4.8. 1.1 and 4.8.1 .2, on the one hand. or
subsections 4.8.2.1 and 4.8.2.2, on the other hand. as applicable, for such interest or for
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each interest in the aggregation pooi in the case of an Aggregate Transfer) 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 Ibr subsequent transfers of the same interest, as if realized by Lessee upon a
transfer of a comparable interest in this Lease or in a Major Sublease, as appropriate.

4.8.5 Net Refinancing Proceeds. Net Refinancing Proceeds” shall mean the
gross principal amount of any Financing Event after the Eflctive Date as described in
Section 4.8 above for which a Net Proceeds Share may be owed, 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 (i) the greatest of(a) the Base Value
plus Improvement Costs, (b) the original principal amount of any subsequent refinancing
by Lessee in connection with which County was paid a Net Proceeds Share or would
have been paid a Net Proceeds Share but for the Financing Event Net Proceeds Share
Exclusions (plus if the financing described in this clause (b) was secondary financing, the
original principal balance of any then existing financing that was not repaid as a part of
such secondary financing), or (c) in the case of a successor Lessee, the purchase price
such successor paid to l..essee or such successor’s seller for the interest acquired, (ii) any
portion of the proceeds of the Financing Event which shall be used for Improvement
Costs. (iii) other Improvement Costs incurred by Lessee and not paid for or repaid with
the proceeds of any Financing Event, and (iv) Documented Transaction Costs with
respect to such Financing Event. Notwithstanding the foregoing, there shall he no
duplication of the Improvement Costs or any other amounts subtracted pursuant to
clauses (i) through (iv) abovc.

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
arc 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 serics of transfers which County can demonstrate was 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 and late fee at the Applicable Rate from the date due until
paid; provided 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 sLch
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disputed portion). 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

fREMAI\DER OF PAGE INTENTIONALLY LEFT BLANKj
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value of such non-cash assets as olihe date of the Change ol’Ownership, which shall he
set forth in the Calculation Notice. Notwithstanding the foregoing, in the case of a
Change of Ownership described in subsection 4.6. 1(h), the Net Proceeds Share shall be
payable to County as and when the Net Transfer Proceeds are received, with the Net
Proceeds Share being equitably apportioned to the payments derived by Lessee from said
Change of Ownership (other than any payments passed through to County under this
Lease).

4.8.8 Shareholder, Partner, Member, Trustee and Beneficiary List.
Attached to this Lease as Exhibit G are materials showing the ownership structure of
Lessee as of the EtThctive Date and the identity and individual percentage ownership
interests of the direct and indirect constituent partners, members, shareholders, entities or
persons that hold beneficial interests in Lessee as of the LiThetive Date (except that with
respect to IWF Jamaica Bay. L.P. Exhibit G identifies only the one partner of IWF
Jamaica Bay, L.P. thai holds a five percent (5%) or greater beneficial interest in Lessee).
Prior to each Change of Ownership or Financing Event aller the EfTective Date, 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, mailing
addresses and beneficial interest percentages of(i) all shareholders. partners. or members
of Lessee (or any Major Sublessee). and (ii) all shareholders, partners, members and other
holders of equity or beneficial interests that directly or indirectly hold a beneficial interest
in any of the constituent shareholders, partners or members of Lessee (or any Major
Sublessee) to ihe extent that each such interest under this clause (ii) constitutes a five
percent (5%) or greater beneficial interest in Lessee (or a Major Suhiessee). In the event
that such shareholder. partner. member or other interest holder is a trust that owns a five
pet-cent (5%) or greater direct or indirect equity or beneficial interest in Leseee or a Major
Suhlessce, Lessee shall include in such schedule the name and mailing addt-es 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 ot said trust; provided, however, that to the extent that Lessee is prevented by
Applicable Laws from oL,taining such information regarding the beneficiaries ofsaid
trust(s). Lessee shall have complied with this provision if Lessee uses its best el’forts to
obtain such information voluntarily and provides County with the opportunity IC) review
any such information SO obtained. Lessee agrees to use its best efforts to provide County
with any additional information reasonably requested by County in order to determine the
identities of the holders of ilve percent (5%) or greater beneficial interests in Lessee or a
Major Sublessee.

5. REDEVF.LOI’MENT WORK; AL[LRATI ONS.

5.1 Redevelopment Work, Promptly following the Effective Date Lessee shall
commence the performance of the redevelopment work on the Premises described in the
dcJopn1Lnt plan attached to this I as as I xhihit B (the ‘Dcvdopment Plan ) l’he
construction work described in the Development Plan. along with all associated improvements.
hardscape, landscape and other site work approved by County and to he performed in connection
with the work described in such Development Plan, is referred to herein as the “Redevelopment
Work.” The Redevelopment Work shall include, without limitation. (a) the complete renovation
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of the existing 42 room Jamaica Bay Inn (including without limitation, room interiors, building
facades, interior and exierior common areas. landscaping and hardscape), retaining
approximately 21,760 square feet of the existing improvements; (b)the expansion of the
Improvements to include approximately 52.000 square feet of new construction, including
without limitation. 69 additional hotel rooms, a business center, meeting rooms,expanded
restrooms, dining and function patio. an upgraded pool and spa, and an upgraded courtyard space
and gardens: and (c) an upgraded second main entry to the Premises on the Palawan Way side of
the Premises, including new driveways and landscaping, in accordance design and architectural
plans approved by i)ircctor prior to their submittal to the Design Control Board.

There shall be no changes, modifications or exceptions to the Development Plan, except
as expressly approved in advance in writing by the Director or otherwise in accordance with this
Article 5. The scope, design, density, site coverage, layout and open space, view corridors.
height. construction materials, landscaping, hardscaping and other improvement specifications
pertaining to the Redevelopment Work shall be in accordance with the Development Plan, and
shall he subiect to County’s approval as set forth in this Article 5. 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 for
the Redevelopment Work. Lessee shall be solely responsible for all costs and expenses incurred
in connection with the design. entitlement and construction of the Redevelopment Work. Lessee
shall expend not less than $10,602.000 for the cost of the design. entitlement and construction of
the Redevelopmcnt Work (which amount may include a development fee not to exceed ihur
percent (4%) of the hard construction costs), which expenditures shall he subject to verification
and reasonable approval by County.

5.2 Application of Article 5 to Redevelopment Work. The remaining sections of
this Article 5 pertain to the construction of the Redevelopment 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. l3oth the Redevelopment Work and the 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 shall he applicable to the Redevelopment
Work and the Subsequent Renovation.

5.3 Plans and Specifications for Alterations. Lessee shall make no Alterations
without the prior written approval of the Director. 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 Redevelopment Work pursuant to the Option Agreement). All Alterations must
he consistent with the Permitted Uses set forth in Article 3 of this Lease.

5.3.1 Schematics and Narrative. Lessee shall submit to the Director six (6)
sets of schematic plans together with a narrative description and construction cost
estimate summary clearly delineating the nature, size. configuration and layout of the
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Alterations. Such plans shalL among oilier things, clearly delineate the architectural
theme or molifol the Alterations and shall identit’y and illustrate all affected houndaric.s
of the Premises and all affected rights-ni-way or other areas reserved to County or third
parties which are located thereon. Director shall have sixty (60) days within which to
approve or disapprove such submission. Failure of Director to approve such submission
in writing within said sixty (60) day period shall he deemed disapproval of said
submission. Following any deemed disapproval of such submission by Director, l)irector
shall, within thirty (30) days after receipt ofa written request from Lessee, disclose to
Lessee in writing l)ircctor’s objections to the submission. After approval of schematic
plans (or subsequent approval of preliminary or final plans) by i)irector. 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, 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. After Director’s approval of
the materials submitted pursuant to subsection 5.3.1. Lessee shall submit to Director six
(6) sets of preliminary plans, outline specifications and construction cost estimates for the
Alterations. The preliminary plans. outline specifications and construction cost estimate
shall conform to, expand upon and reflect a natural evolution from the descriptions and
estmatcs 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. Directcr shall have twenty-one (21) days within which to approve or
reasonably disapprove such submission. and Director may disapprove said preliminary
plans only on the grounds that (1) 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 add itional specifications tbr the Improvements not expressly set lbrth in,
and approved by Director as a part of. the schematic plans do not meet the requirements
fbr 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 [)irec.t.or 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 ftirther, 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 hold faced type:

“PURSUANT TO SI ‘T3SECTION 5.3.2 OF Ti hE AME.NDFF) AND
RESTATID LEASE AGREEMENT, IF TTIESE MATFRJAI.S
CONT\lN NO SURSTANITAL CHANGES (OTHER THAN
A1PROVED GOVERNMENTAL CHANGES) FROM THE
MATERIALS PREVIOUSLY SUBMITTFT) TO YOU, YOU HAVE
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TWENTY ONE (21) DA YS AFTER RECEIPT OF THESE MATERIALS
IN WHICH TO APPROVE OR DISAPPROVE THEM. FAILURE TO
DISAPPROVE TI-IE:Sr~ MATERIALS IN WRITING WITHIN TWENTY
ONE (21) DA YS OF YOUR RECEIPT OF THESE MATERIALS
SHALL CONSTITUTE YOUR APPROVAL OF THEM."

Follo\ving any deemed disapproval of such submission hy Director. Dircctor
shall, within thirty (30) days after receipt of a written request from Lessee,
disclose to Lessee in writing Director's ohjections to thc submission.

5.3.3 Final Plans and Specifications. After approval of the preliminary
plans, Lesst:e shall submit lor approval by Director six (6) complete sets of linal plans,
detailed specifications and a construction cost statement lor the Alterations, togcthcr with
one (I) set of appropriate structural computations, identical to thosc requcsted or required
by thc County Director of Public Works incident to the issuance of building permits

under the rclevant provisions of the Los Angeles County Building Codc. Lessee shall file
duplicate copies otthe final plans, detailed specifications and construction cost statement
required by this Section with the County Director otPublic Works, together with the
necessary and appropriate applications for building,permits. Any difference in the scope,
size, con figuration, arrangement or moti l of the A Iterations from those described in the
approved prelim inary plans and speci lìcations shall be separately identi ned and
described. Director shall have twenty one (21) days 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 cvolution fì'om or that they materially diner
from the approved prcl i m inary plans, outlinc specifications and construction cost
estimates (exclusive of any Approved Governmental Changes), or (ii) that any new,
different or additional specitications for the Improvements 110t expressly set forth in, and
approved by Director as a part ot: the preliminary plans do not meet the requirements for
the Improvements set Ibrtli in this Article 5. Failure of Director to disapprove said
materials within twcnty onc (21) days aller Director's receipt shall be decmed Director's
approval thereof: provided, however, that in the event that the Hnal plans, detailed
construction specifications and construction cost statement contain suhstaiiial changes
I¡'om the preliminary plans, outline specifìcations and construction cost estimates (other

than Approved Governmental Changes), then Director shall have sixty (60) days in which
to approve said submission, which approval shall be deemed withheld ifnot granted in
writing within such sixty (60) day period: and provided fì.rther, that together with the
submission ofthc tinal plans, detailed construction specifications and construction cost
statement, Lessee must deliver to Director a transmittal letter containing the following
lext prominently displayed in bold faced type:

¡'PURSUANT TO SUBSECTION 5.3.3 OF THE i\lvIENDED AND
RESTATED LEASE AGREEMENT, IF TIIESE J'v1ATERrALS
CONTAIN NO SUBSTANTIAL CHANGES (OTHER THAN
APPROVED GOVERNMENTAL CHANGES) FROM TI1E
MATERIAL.S PREVIOUSLY SUBMITTED TO YOU, YOU IIAVE
TWENTY ONE (21) DAYS AFTER RECEIPT OF THESE MATERIALS
IN WI IICI! TO APPROVE OR DISAPPROVE TJ IEM. FAILURF~ TO
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DISAPPROVE THESE MATERIALS IN WRITING WITHIN TWENTY
ONE (2 I) DAYS OF YOUR RECEIPT OF THESE MATERIALS
SITALL CONSTITUTE YOUR APPROVAL OF THEM."

Following any deemcd disapproval of such submission by Dircetor. Dircctor shall, within
thirty (30) days aFter reccipt ofa written requcst fi'om Lessee, disclose to Lessee in
writing Director's objections to the submission. Director's approval shatl not be
unreasonably withheld; provided, hO\,vever, that it shatl be decmcd reasonable to
disapprove any submission not in substantial cOl1tomiity with the approved preliminary
plans and specifications (cxclusive of any Approvcd Governmental Changes). or which
contains new, diFfcrent or additional specitìcatiol1s 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 fix the Improvements set forth in this Articlc 5. No
material modification shall bc made to the Alterations described in the approved finàl
plans, speeifications and costs (the "Final Plans and Specifications") without thc prior
written approval of Director, which shall not be unreasonably withheld.

5.4 Conditions Precedent to the Commencement of Construction. No

Redevelopment Work or Alterations shall be commenced until each and all of the feillowing
conditions havc bccn satistied:

5.4.1 Permits and Other Aimrovals. Lessee shall have received and

furnished the Department with cCJpics of all permits, I icenses and other governmental
approvals necessary for commencement otthe Redevelopment Work or Altcrations, as
the case may be. All permits, licenses and other governmental approvals necessary for
subsequent stages of the Redevelopment Work or Alterations shall be furnished to the
County prior to commencement or such stagcs.

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 liir the purpose of constructing the Redevelopment Work or
A Iterations, as the case may be.

5.4.3 Pcrtonnance and Payment Bonds. Lessee shall, at its own cost and
expense, have furnished County with the following separate corporatc surety bonds not
less than tcn business (i 0) days prior to the coliimencel1ent of construction, which bonds
must be in form and content rcasonably satisfactory to County:

5.4.3.1 A corporate surety pertomiance bond ("Performance Bonef')

issued by a surety company licensed to transact business as such iii the Statc of
Calitornia. in an amount not less than oiie hundred percent (100%) of the amount of
al/ hard construction costs approved by County in conjunction with the approved
work, The Performance Bond and its issuer shall bc in all material respects
reasonably satislàctory to County. It shall name Lessee as principal and said issucr as
surcty. and County as obligee, assuring full and satisfactory performance by Lessee or
L.essee's obligations herein to build, construct and otherwise complete the
Improvements described in the approved final plans and speei lìcations.
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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, 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 paymcnt for allmatcrjals.
provisions. supplies and equipment used in, upon, for or about the per(()rmanee of
said construction work or tor labor done thereon of any kind whatsoever and
protccting 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 Corm and content reasonably satisfactory to County.

In the event that construction is performed by a licensed general contractor
on bchalf of Lessee, provided that such contractor provides County with a bond or
bonds compliant with this subsection, and in all matcrial respects reasonably
saristàctory 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. Any bonds provided by Lessee or its
general contractor pursuaiitto this subsection may name the Lessee's lender as an
additional obligee.

5.4.4 Altcmativc Security. In lieu of providing the Payment and Performance
Bonds, Lessee may, in its discretion, provide anyone or a combination ofthc Collowing
alternative security reasonably acceptable to Director: (i) a completion guaranty, in f0I111

and substancc rcasonably acceptable to County, made by an individual or entity with a
suffcient net worth and liquidity, in the sole discretion of Director, to comply with the
tcrms otsuch guaranty in view of the potential financial responsibility involved, (iï) a
ccrtificatc of deposit. eash or United States governmental security, (iii) a letter of credit,
or (iv) a set aside leltcr from Lessee's construction lender. The security described in
clauses (ii), (iii) and (iv) above shall bc in an amount equal to one hundred percent
(100%) oCthc construction contract price lor hard costs, and shall permit County to draw
thereon to complcte the construction of the Improvements if samc have not been
completed by Lessee or iCa material Event of Default has occllred under this Lease.
Any alternative security provided by Lessce pursuant to this subsection may name
County and Lessee's construction lender as co-beneficiaries. 1\ condition precedent to
Lcssec's right to provide the alternate security described in this subsection 5.4.4 shall be
delivery hy Lessee to County of an opinion of counsel !i'om a firm and in a i~m11

acecptable to County to the effect that the construction work does not constitute a public
work of improvement requiring the delivery ofthc bonds described in subscction 5.4.3
above. Director shall have the authority, in his reasonable discretion, to modify, waive or
reduce thc amount of any bonds or altcrnate security required hereunder.

5.4.5 Eyidcncc of Financing. Lessee shall have provided evidence satisfactory
to County olïts having sufficient i1nanciaJ resources. as determined by Director, to
complete the Redevelopment Work or Alterations, as applicable. Lessee shall furnish
Director with copies or all f1nal notes, guarantees, partnership, shareholder or limited
liability company agreements, construction Joan and/or permanent loan commitments,
documents evidencing equity contributions, documenL" creating and/or perfecting
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security interests, and all documents and exhihits referred to in any of the Joregoing,

together with any and all recorded documents affecting an interest in the Premises, within
seven (7) days aHer such document or instrument becomes effective.

5.4.6 \Vork Schedule. With respect to the Redevelopment Work, Lessee shall

have provided County with a construction schedule which will result in the substantial
completion of the Redevelopment Work on or belbre the Required Completion Date, as
such date may be extended as provided in this Article 5.

5.5 County Cooperation. In its proprietary capacity, the Departmciit shall cooperate
with and assist Lessee, to the extent reasonably requested by Lessce, in Lessce's efforts to obtain
the appropriate governmental approvals, consents, pcrmits or variances which maybe required in
connection with the periorniance by L.essee olthe Redevelopment Work described in Section 5.1
above and the Subsequent Renovation described in Section 5. i I below, as applicablc. Such
cooperative efforts may include the Department's joinder in any application lor such approval,
consent, permit or variance, where joinder therein by the Department is required or helptiil;
provided, however, that Lessee shall reimburse County for the Actual Cost incurrcd by the
Department in conncction with such joinder or eoopcrative efforts. Notwithstanding the
forcgoing, Lcssee and County acknmvledge that the approvals given by County under this Lease
arc approvals pursuant to its authority under Sections 25536 and 25907 otthe Calil(miia
Government Code; that approvals given undcr this Lease in no way relcase Lessee lì'om
obtaining, at Lessee's expense, all permits, licenses and other approvals required by law for the
constnlclÍon of Improvemcnts on thc Premises and operation and other usc of such
Improvemcnts on the Prcmises; and that the Departments duty to cooperate and County's
approvals under this Lease do not in any way modify or limit the exercise OrCouniy's
governmental functions or decisions as distinct from its proprietary functions pursuant to this
Lease.

5.6 Completion of Reùevclopment Work. Lessee shall comply with all time
dcadlines and schcdules described in this Article 5 relating to the completion of the design and
construction of the Redevelopment Work, subject to Force Majeure Delay (as such term is
defined in subsection 5.6. i below). Lessee's failure to do so shall, ifnot cured within the
appl icablc cure period set forth in subsection 13. I .3, constitute an Event of Defau It. Subject to
the provisions of this Section 5.6 all ofthe Redevelopment Work shall be substantially
completed on or before two (2) years following the Effective Date (the "Rcquir-cd Completion
Date"). For purposes of this Lease, the terms "substantial completion" or "suhstantially
completed" as they pertain to the Redevelopmcnt Work shall mean the coiipletion otthe
Redevelopment Work in accordance with the Final Plans and Specifications, subject to minor so-
called punch list itcms that do not interlere with the use and occupancy of the Redevelopment
Work. Without limitation of any other requirements for substantial completioii, the
Redevelopment Work shall not be considered substantially completed unti I Lessee has reccived a
temporary ccrtificate of occupancy or equivalent approval requircd for thc legal occupancy and
use of all olthe Redevelopment \Vork.

5.6. I Force Majeure Dcla". Lessee shall diligently pursue the substantial
completioii olthe Redevelopment Work by the Required Completion Date. Any Force
fvlajeure Deluy in the construction of the Redevelopment Work shall extend the Required
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Completion Date by the length ottime of such Forcc Majeure Delay. although Lessee
shal I to the extent possible commence and proceed to complete the portions, if any, ofthe
Improvements that can bc completed noi\vithstanding such Force Majeure Delay. Any
extension of the Required Completion Date due to Force Majeure Delay shall be limitt~d
to the pcriod of the Force Majeure Delay and no such delay shall be considered to have
commenced until such time as Lessee shall have notified Director in writing of such
delay. Thc aggregate amount of extensions to the Required Completion Date due to
Force Majeurc Delay shall not exceed six (6) months.

For purposes of this Article 5, "Force Majeure Delay" shall mean delays in
construction duc to (a) fire, earthquake, 1100d, tornado or other act of God; (b) civil
disturbance, war. organized labor dispute or freight embargo; (cl a hidden condition,
including \~'ithout limitation environmental contamination, relating to the foundation,
substructure or subsurface of the Premises which \vas not known to Lessee as oCthe
commencement of such construction activity; (d) an injunction or restraining order issued
pursuant to a court action commenced hy a plaintiff other than County or the Cali Cornia
Coastal Commission acting in their governmcntal capacity, Lessee or any person or entity
atlliated with Lessee: (e) Unreasonable County Activity (as defined in subsectioii 5.6.2
below) after the commencement of constniction; or (f) other un foreseeable event beyond
the control of Lessee. As a condition to clause (d) abovc constituting a Force Majeure
Delay. Lessee shalL. regardless of whether it is a named party in the action. diligently
pursue thc n.:moval of any such restraining order or injunction and shall exhaust all
commercially reasonable efforts to appeal such restraining order or injunction.

Lessce and Director shall discuss and attempt to agree on the length oltime of
any entitled Force Majelle Delay pursuant to this subsection 5.6. i. If they arc unahle to
agree within thirty (30) days atter the event or occurrence giving rìsc to Lessee's claim to
an entitlement to a Force Majeure DeJay under this subsection 5.6.1, the matter shall be
arbitrated as set forth in Article i 6.

Notwithstanding any1hiiig to the contrary contained in this I.ease, no extension,
relaxation or modification otthe requirement to substantially complete the
Redevelopment Work by the Required Completion Date shall relieve Lessee olits
obligation to pay County the Annual Minimum Rent, Percentage Rent and other amounts
set torth in Article 4 of this Lease.

5.6.2 Unreasoiiable County Activitv. Forthe purposes otthis Lease, the
following shall he deemed to be "Unreasonable County Activity": (i) County's failure
to provide reauiredjoinder, il'any, in Lessec's proposals for the Improvements described
in the Final Plans and Specifìcations before any governmental agency: or (ii) County's
(ailure to take such other actions in its proprietary eapacity reasonably requested by
I.¡;ssee, at no eost or expense to County. which are necessary for Lessee to proceed with
the permit/approval process or County's having taken such actions without I.essee's
consent which udvcrscly affected Lessee's rights and obligations hereunder. which were
unreasonable and which actually delayed the construction; or (iii) County's Hiilurc to
comply with the time periods imposed upon County under this Article 5, except in the
case where a failure otCounty to notify Lessee of its approval or disapproval ofa matter
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constitutes County's dcemed approval of such matter, or constitutes County's deemed
disapproval of such matter and County's disapproval 01' such matter is authorizcd under
thc circumstances. Nothing contained in this subsection 5.6.2 or this Lcase shall be
construed as ohliging County to support proposals, issuc permits, or otherwise act in a
manner inconsistent with County's actions under its regulatory powers. It shall not be
Unreasonable County Acti vity if County lails to accelerate the County's customary
regulatory lx:rinit/appruval proccss. An extension for Unreasonable County Ai.ivity
under subscction 5.6.1 above shall be available only ifall oCthe 1()lIowing procedures
have been röllowed:

(a) 'vVithin a reasonable time under the circumstanccs, Lessee must notify

Director iii writing of the specilic conduct comprising the alleged Unreasonahle Cuunty
Activity, and the next opportunity, if any, I'or County to recti fy such alleged conduct. I l
Lessee fltils to notify Director in writing as specified in the immediatcly prcceding
sentence within fìve (5) days f(¡!Iowing Lcssee's discovery of the alleged Unreasonable
County Activity, then notwithstanding any contrary provision of this subsection 5.6.2, in
no event shall Lessee be entitlcd to an cxtension for any period 01' the delay occurring
prior to the date of Lessee's notice described in this paragraph (a).

(b) Within seven (7) days fbllowing receipt of the noticc alleging
Unreasonable County Activity, Director shall meet with Lessee or its authorized
representative in order to determine whcther Unreasonable County Activity has occurred
and, if so, how such Unrcasonablc County Activity can be rccti fled and the appropriatc
length of time of any extcnsion pursuant to this subsection. I l Director detcrniines that
lJiicasonable County Activity has occurred and that County can and will takc rectifying
action, then the extension time shall equal the amount olactual delay directly caused by
the Unreasonable Couiiy Activity. If Director determines that Unreasonable County
Activity has occurred, but that County eannottake rectifying action (or ilthe proposed
rcetifyirig action will not produce the results desired by Lessce). then Lessee and Dircctor
shall establish the length of time or any extension based on the actual dclay likcly to bc
caused by the Unreasonable County Activity.

',-
(c) It: within fourteen (14) days following rcceipt olnoticc alleging

Unreasonable County Activity. Director and Lessee have not agreed in writing as to
whether or not an extension is appropriate, or i l appropriate, the length of any such
extension, then the matter shall be referred to binding arbitration in accordance with
Article 16 oCthis Lease. The arhitrator shall bc instructcd that. if Unreasonable County
Activity has occurred, then the standards set forth in subsection (b) above will be applied
to determine the length of any extension.

5.6.3 County's Inducemcnt; Failurc to Complete. Lessee acknowledges that

the principal induccment to County to enter into this Amended and Restated Lease
Agrecment and to extend the Term as provided herein is the timely completion olthe
Redevelopmcnt Work. In thc cvent that Lessee fails to substantially complete the
Redcvelopment Work on or before the Required Completion Date (as such date may be
extcnded by any Force Majeure Delay), then in addition to any other right or remedy
whieh County may have in connection therewith, this Lease sliall be automatically
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amcndcd 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 I~xpiration
Date), as modified by the "Non-Exercise Amendment" described in the Option
Agreement (the "Reversion Amendmcnf').

5.7 Mauner of Construction.

5.7.1 General Construction Standards. All construction. alteration,
modification or repairs permitted herein shall he accomplished by Lessee with due
diligence. Lessee shall take all reasonable steps to minimize any damage, disruption or
inconvenience caused by such work and make adequate provisions for the safety and
convenience olall persons affected thereby. Lessee shall repair. at its own cost and
expcnsc. any and all damage caused by sueh work, and shall restore the arca 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
payor cause to be paid all costs and expenses associated therewith and shall indemnilY.
delend and hold County harm less from and against all damages. costs, expenses, losses or
claims arising out of or in connection with the performance of such worL except to the
extent that such damages, costs, expcnses. losses or claims are caused by County. Dust,
noise and other efleets of such work shall be controlled using accepted measures
customarily utilized in order to control such deletcrious effects associated with
construction projects in well populated and developed arcas of Southern Cali fornìa.

5.7.2 lJtiltv \York. Any work performed by or on behalf of Lessee or any
occupant of the Prell ises to connect to, repair, relocate, maintain or install any storm
drain. sanitary scwer, watcr line, gas line, telephone conduit or any other utility service
shall be perlt)liied in a manner that ni inìm izes interference with the provision of such

services to the Premises and other persons.

5.7.3 Construction Safeguards. Lessee shall erect and properly maintain at all
times, as required by the conditions and the progress of work perlt)fl1ed by or on behalf
otLcssce. all necessary salCguards for the protection of workers and the public.

5.7.4 Compliaiice ivitli Consti'uction Doeuiieiits anù La\'Is; Issuance of
Permits. 1\11 Improvements on the Premises shall be completed in substantial
compliance with any construction documents approved by County and also in compliance
with all applicable locaL. state and federal laws and regulations. Lessee shall have the
sole responsibility for obtaining all necessary permits and shall make application lor such
permits directly to the person or governmental agency having jurisdiction thereover.

5.7.5 Notice to Director; Damage to County Improvements. Lessee further
agrees to keep Dircctor apprised of the progress of the \vork to the cnd that Director may,
upon at least one (I) business day advance notice, timely inspect the Premises to assurc
proper safeguarding orany County-owned improvements existing on or around the
Premises. including but not liniitçd to seawalls, underground conduits and utility lines. If
any sLiih County-owned improvement is damaged as a rçsult of construction activity by
Lessee or its contractors, I,essee agrees to repair sucli damage immediately at no cost or
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expense to County. Lessee shall add the work necessary to repair such damage to the
construction schedule for the Redevelopment Work (or other Alteration work, as
applicable), and shall completc such repair work in accordance \vith such schedule;
provided that i l such damage to County-owned improvements creates a threat to public
health and salety or materially adversely affects the condition, appearance or operation of
any County-owned improvement or of any other property, then Lessee shall promptly
commence the completion of such repair work and complete such repair work as soon as
reasonably possible thereafter. In the event that I,essee fails to eflectuate such repair in
accordance with the Itiregoing requirements, County may upon wriLten notice to Lessee
enter upon thc Premises to make such repairs, the Actual Cost of which shall be paid hy
Lessee within five (5) business days after demand by County. This subsection 5.7.5 shall
not be deemed to impose upon Lessee any obligation to repair damage to County-owned
improvements existing on or around the Prcmises if such damage was not incurred as a
rcsult of Lessee's construction activities.

5.7.6 Rights of Access. Representatives olthe Department of Beaches and

Harbors of the County shall, upon reasonable notice and at rcasonable times during
normal business hours, have the right of reasonable acccss to the Prcmises and the
Improvements thereon without charges or fees, but at no cost or expense to Lessee, Itir
the piipose of ascertaining compliance with the terms and conditions otthis Leasc,
including but not limited to the inspection of the construction work being perlt)rmed.
Such access shall bc reasonably calculated to minimize interference with Lessec's
construction and/or operations, and County shall comply with industry safety standards in
connection with any such access. Lcssce shall have the right to have a representative
present to accompany the representatives ofthc Depaitment of Beachcs and Harbors of
the County in connection \\.'íth such access. In the event of any emergency which is 1i1C-
threatening or which involves the threat 01' potential substantial damage, County shall
have the right to cnter the Premises immediately and without notice to or accompaniment
by Lessee.

5.7.7 Notice of Completion. Upon complction of the Redevelopment Work or

any other Alterations. Lessee shall Iìle or cause to be filed in thc Ollcial Records ofthc
County of Los Angcles a Notice ol CompleLioll (the "Notice of Coinpletion") with
respect to the Improvements and Lessee shall deliver to County, at no cost to County, two
(2) sets of reproducible final as-built plans and specifications of the relevant
1m pl'vements.

5.7.8 Final Completion Certificate, Promptly aller completion of the
Rcdevelopment Work and the Subsequent Renovation deseribcd in Section 5.1 i, upon
Lessee's request, County shall execute and deliver to Lcssee a final completion certilìcarc
(the "Final Completion Certificate") as to the work which is the subject thcreof, \vhidi
shaJl conclusively evidence the completion of such work by Lessee in accordance with
the terms of this Lease.

5.8 Use of Plans. Contracts bctwcen Lessee and any architect, design professional or

liccnsed contractor in connection with thc construction, alteration or modification 01'
fl1proveiients on the Premises shall provide, in form and content reasonably satisfactory to
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County, for the assignment thercoF to County (and Lessce's Encumbrance Holder(s) i l required
by Lessee's Encumbrance Holder(s)) as security to County for Lessee's performance hereunder,
and County shall bc furnishcd with a copy of any such contract, together with the further
agreement of the parties thereto, that itthis Lease is terminated hy County due to Lessee's
deiìiuli. County (or ifCounty cnters into a new Icase with Lcssee's Encumbrancc Iloider
pursuant to Article 12, thcn Lessee's Encumhrance Holder) may, at its election. use any plans
and specifications crcated by such architect, design professional or contractor in connection with
thc contract. upon the payment of any sums duc to any party thereto. County's right to elect to
usc plans and specifications as described above shall not include the unauthorized right to usc
any tradc marks. trade names or logos of Lessee or any such architcct, design professional or
contractor. The assignment to County and Lessee's Encumbrance Holder(s) described in this
Section 5.8 shall be eflcctive until the Final Completion Certificate for the subject work is
issued, and shall be subordinate to the seclJity interest, if any, of Lessee's constïUction lendcr in
the assigned contract, which subordination shall be in a l()rni reasonably acceptable to Lessee's
construction lender.

5.9 \VhCl'C Dit'ector Amlloval Not Rcquired. Not\vithstanding the foregoing, and

notwithstanding anything to the contrary in this Article 5. Lessce shall not be rcquired to seck or
obtain the approvals of Direetor described in this Article 5 (including those set ròrth iii Section
5.3) för Alterations (other than the Redevelopment Work) where all of the following conditions

are satisfied: (i) the total cost of the project is Icss than One Hundred Thousand Dollars
($ I 00,000), adjustcd annually to reflect the incrcase or dccrcase in the ENR Index froii and after
the FJfCetive Date (provided, however, that in no event shall such adjustmcnt result in a
reduction of the threshold f()r Director approval to less than One Hundred Thousand Dollars
($100,000): (ii) none of the proposed construction activity is structural in nature; and (iii) nonc of
the proposed construction. additions. modifications or changes affect or are visible fhmi the
exterior of the Prcii iscs; provided. however. that whenever Lessee makes or constructs or
permits any improvemcnts in or to the Premises, Lessee shall (a) give written notice thereof
(including a description úfthe work to bc done and the permits obtaim:d for such work), and (h)
lìlliish a copy of"as-huilt" plans upon completion of such work to County.

5.1 o Protection of Cnuntv. Nothing iii this I.ease shall be construed as constituting
the conscnt of County, exprcss or imp! ieel, to the perlotliancc of any labor or the furnishing of
any materials or any speci fìc Improvemcnts, alterations or repairs to the Premises of any part
thereof by any contractor. subcontractor, laborer or materialman. nor as giv ing Lessee or any

othcr person any right, power or authority to act as agcnt of or to contract for, or permit thc
rcndering or: any services. or the furnishing of any materials, in any such manner as would give
risc to the filing otmechanics' liens or other claims against the County's interest in the Premises
or County.

5.10.1 Posting Notices. County shall have thc right at all reasonable times and
places to post and, as appropriate, keep posted, on the Premiscs any notices which
County may deem nccessary for the protection orCoUllty's interest in the Prcmises from
mechanics' liens or other claims. Lcssee shall give County at Icast tcii (10) busincss days
prior written notice 0 r thc commencciient of any work to be donc on the Premises under
this Article 5, in order to enable Couiity timely to post such notices.
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5. 10.2 Prompt Payment. Lcssce shall make, or causc to be madc, prompt
paymcnt of all monies due and owing to all persons doing any work or lbrnishing any
materials or supplies to Lessee or any of its contractors or subcontractors in connection
withthePrcmises and thc Improvements thereon. Lessee shall have the right to contest
any such amount; provided, however, the entire expense of any such contcst (including
interest and penalties which may accrue) shall be the responsibility of Lcssee.

5.10.3 Liens: Indemnitv. Subject to Lessee's rights to contest the same prior to
payment, Lcssce shall keep the Premises and any rmprovements thereon fi'ee 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 indeml1it)',
defend and hold County harmless from and against aiiy claim, liability, loss, damages,
costs, expenses, attorneys' fees incurred in defending and all other ex.penses on account
of claims 01' Iien(s) of laborers or materialmen or others for work performed or materials
or supplies lì.rnished to Lessce or pcrsons claiming under it.

In the event any lien is recorded, Lessee shall, within five (5) business days aiter
demand, furnish anyone ofthc following, as determined by Lessee: (i) the bond
dcscribed in California Civil Code Section 3143. or successor statute, which resultsin the
rcmoval of such licn fì'om thc Prcmises, (ii) a set aside letter fì'om Lcssee's construction
lender, in l~mii and substance reasonably satisfactory to County, setting aside suffcient
funds fi'om Lcssee's construction loan t~)r the satisfàction of such lien, or (i ii) a title
insurance policy or endorsement insuring County against any loss or liability arising out
of such lien, togcther 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.

5.1 i Subsequent Renovation. In addition to the Rc(kvelopment \'.!ork to be
perlòrmed by I ,essee pursuant to Section 5.1, approximatcly thirty (30) ycars prior to thc
scheduled ex.piration olthe Term Lessee shall bc required to complete a rcnovation otthe
Improvemcnts in accordance with the terms and provisions olthis Section 5.11 (the
"Su bsequent Renovation"). The Subsequent Renovation shall consist of' such renovat ion and
construction work as necessary in the reasonable judgmcnt ol Director to position the
Improvements to a condition and appearance at least cqual to comparable hotel projcets in
Marina del Rey and the surrounding market. The construction olthe Subscquent Renovation
shall be commenced by Lessee not earl icr than January I, 2030 and completed by Lessee not
latcr than Deccmher 31, 2032.

Prior to the commcncement of construction of the Subsequent Renovation, Lessce shall
suhmit to Director a rcnovation plan for thc Subsequcnt Renovation (the "Subsequent
Henovatioii Plan"), which renovation plan shall (a) describe the proposed renovation work in
detail reasonably acceptable (0 Dircctor, (b) include a dcsign, governmental approval and
construction schedule for the work, (c) include a budgct for all work costs, and (d) address such
other matters as Director rcasonably requcsts. The Suhsequent Renovation Plan shall be
submitted by Lessee to Director not later than such date (taking into consideration the approval
periods described iii this Section 5.1 1 and Section 5.3 above, the estimated timc required to
obtain all necessary governmcntal approvals and permits, and the estimated time rcquired to
complcte the work) as will permit the completion by Lessee otthe applicable Subsequent
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Renovation by no later than December 31,2032. Director shall have sixty (60) days within
which to reasonably approve or disapprove the Subsequent Renovation Plan, or to approve the
Subsequent Renovation Plan sul~jcct to conditions imposed by Director in its reasonable
judgment. Failure of Director to notify Lessee in writing olits approval or disapproval of the
Subsequent Renovation Plan shall bc dcemcd Director's disapproval of the Subsequent
RelJovation Plan. If Directordisapproves (or is deemed to have disapproved) the Subscquent
Renovation Plan, then within thirty (30) days aller written request from Lessce Director shall
notify Lessce in writing of the reasons for such disapproval.

Upon Director's approval of the Subsequent Renovation Plan, Lessee shall proceed to
satislyall conditions in this Article 5 to the commencement of the Subsequent Renovation and to
commence and completc the Subsequent Renovation in accordance with thc Subscqucnt
Renovation Plan and the terms and conditions of this Article 5. Director's approval of the actual

plans and specitìcations nJr the Subsequent Renovation shall proceed in accorclance with the
protocol for plan submission and approval set lorth in Section 5.3 of this Lease, except that the
seheinatic plan submittal requireincnts set f()rth in subsection 5.3.1 shall not be applicable to the
extent that the Subsequent Renovation rlan approved by Director satisfìes the requirements of
such subsection 5.3.1. (Jcsscc's failurc to comply with the schedule approved by Director as part
of the Subsequent Renovation Plan and/or to meet the construction completion deadline
pertaining to the Subsequent Renovation sct forth in this Section 5.11 (subject to any Force
Majeure Delay) shal L if not cured with in the curc period set forth in subscction 13.1.2, constitute
an Event of Default. Any disputc as to whcther Dircctor has üiiled 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 01' the Subsequent Renovation Plan
and as a result thereotLessee is delayed in the complction of the Subsequent Renovation by the
required completion date set f()rth in the first paragraph of this Section 5.11, then the rcquired
date I()r thc completion of such Subscqucnt Renovation shall be extended by the duration of the
delay caused by Director's tàilure to reasonably approve the Subsequent Renovation Plan,
provided that the required date I'or the completion of thc Subsequent Renovation sha II not be
extended beyond the date reasonably requircd f()r the completion by Lessec of the Subsequent
Renovation.

5.12 Subsequent Renovation Fund. Commencing with the month following thc
month during which the tenth (ioth) anniversary otthe Effective Date occurs, and continuing
each month thereaftcr until the commencement of the Subscquent Renovation (or if as of the
commcneement ofthc Subsequent Rcnovation there arc not sufficient IÌinds in the Subsequent
Renovation Fund to pay for all costs of the Subsequent Renovation based on the Subscquent
Renovation Plan approved by Director, then continuing until thc carlicr of (a) the date that therc
are suttcient funds in the Subsequcnt Renovation fund to pay lor all costs ofthe Subsequent
Renovation, or i ,essee provides a lendcr set-aside letter or other security rcasonably acccptable to
Director for the balance of any slich costs, or (b) (he date ofthc lien-fì'ee completion of the
Subscqucnt Renovation), Lessee shall establish and maintain a reserve Iimd (the "Subsequent
Renovation Fund") in accordance with thc provisions of this Scdion 5. 12 lòr the purpose of
Ibnding a portion oCthc cost of the Subsequent Renovation. Lessee shall expend fhnds for the
Subsequent Rcnovation that are at least equal to (he amounts in the Subscquent Renovation
Fund, but (he amount otthe Subsequent Renovation Fund shall not limit Lessee's obligation to
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perform and fund the full cost and expense ofrhe Subsequent Renovation. The Subsequent
Renovation Fund shall be held in an accoull established with a reputable lìnancial instituiioii
(including Lessee's Encumbrance I lolder) acceptable to Director into which deposits shall be
made by Lessee (and/or into which Lessee's Encumbrance Holder shall provide ttinds) pursuant
to ihis Section 5. i 2. Thc amounts to be added to the Subsequent Renovation Pund 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 the
requirements and shall be made available for the purposes of this Section 5.12. On or before the
fifteenth (15th) day of each month during the period during which the Subsequent Reiiovation
Fund is required to be maintained by Lcssee hereunder, Lessee shall make a monthly deposit to
the Subsequent Renovation Fund in an amount equal to two percent (2%) oftoral Gross Receipts
for ihc previous month. All interest and earnings on thc Subsequcnt Renovation Fund shall be
added to thc Subsequent Renovation fund, but shall not be treated as a credit against. or
otherwise reduce, thc Subscqucnt Renovation Fund deposits required to be made by Lessee
pursuant to this Section 5. i 2.

Disbursemcnts shall be made from the SubsequeiH Renovation Fund only for costs for ihe
design and construction of ihe Subsequent Renovation which have been approved by Dirccior.
Prior to ihe disbursement of any amounts from the Subsequent Renovation Fund. Lessec shall
furnish to Director applicable invoices. evidence of paymeiit and other back-up materials
reasonably acceptable to Director concern ing thc use of amounts fì'Oll the Suhscqucnt
Renovation Fund. Dircctor shall have 110 obligation to approve the disburscment ofamoiints
fì'om the Subsequent Renovation Fund unless and until Director has approved the Subsequent
Renovation Plan and Lessee has furnished to Director evidence reasonably satisfactory to
Director that Lessec has sutfcient financial resources to pay for all costs of the Subsequent
Renovation. All amounts in the Subsequcnt Renovation Funds shall bc uscd for thc costs of the
Subscquent Renovation. Lessee shall not be required to make further contributions to the
Subsequeni Renovation Fund after the completion ofthc Subsequent Renovaiion.

In licu ofíhe periodic Subsequent Renovation Fund contributions described in this
Section 5. i 2. Director shall have the authority, in the exercise or the Director's discretion, 10
consider the delivcry by Lessee of subsl itute security acceptable to Director (e.g., a leuer of
credit or bonding mechanism) to secure the performance by Lessee of the Subsequent
Renovation. Such substitute security shall be in not less than the same amounts and delivercd
not later than the same times, as amounts that would have otherwise been required 10 be
delivered inlO the Subsequent Renovation Fund.

5.13 Capital Improvement Fund. Commencing with the month following the month
during which the CO Date occurs, and continuing during the remaining Term of the Lease,

Lessee shall establish and maintain a reserve fund (the "Capitallmprovciicnt Fund") in
accordance with the provisions olthis Scction 5.13 flJr the cost of Pennined Capital
Expenditures (as defined below) fix the Premises. Lessee and County agree and acknowledge
that the purpose olthe Capital Improvement Fund shall be to provide funds for the costs of
additions, replacements, renovations or signi lìcant upgrades of or to the Improvements on the
Premises, including building exteriors and major building systems (such as HVAC, mechanical,
electrical, plumbing, vertical transportatioii, security, eomiiunications, structural or roof) that
significantly increase the capacity, cT1iciency, useful life or economy of operation of the
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Improvements or their major systems, aftcr the complction ofthc Redevelopment Work
("Permitted Capital Expenditures"). Notwithstanding any contrary provision hcrein, the
Capital Improvement Fund shall not be used to lund any portion olthe cost olthe
Redevelopment Work or the Subsequent Renovation. tn addition, Permitted Capital
Expenditurcs shall not include the cost of periodic, recurring or ordinary expenditures, repairs or
replacements that keep the buildings or their major systems in an ordinarily clfcient operating
condition, but that do not signitìcantly acid to their valw.: or appreciably prolong their useful Ii fe.
Permitted Capital Expenditures must constitute capital replacements, improvements or
equipment under generally accepted accounting principles consistently applied. Permitted
Capital Expenditures shall not include costs fcir any necessary repairs to remedy any broken or
damaged Improvements, all of which costs shall be separately fìmded by Lessee. By way of
example, set forth on Exhibit E attached to this Lease are categories of Permitted Capital
Expcnditures that qualify as proper costs to bc funded Irom the Capital Improvement Fund. All
specific purposes and costs for which Lessee desires to utilize amounts tì'om the Capital
Improvement Fund shall be subject to Director's approval, which approval shall not be

unreasonably withheld.

The Capital Improvement Fund shall be held iii an account established with a reputahle
financial institution (including I ,essee's Encumbrance Holdcr) acceptable to Dircctor into \vhich
deposits shall be made by Lessee (and/or into whkh Lessce's Encumbrance Holder shall provide
tunds) pursuant to this Section 5.1 J. 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 aekn()\vlcdges that such amounts arc subject to the
requirements and shall be madc available for the purposes of this Scction 5, i 3.

Commencing on the fifteenth (15th) day of the month following the month during whkh
the CO Date occurs and continuing on or betore the fì fleentli (15th) day of each month therealler
during the remaining Tcrm. Lessee shall make a monthly dcposit to the Capital Improvement
Fund in the anwul1t oltwo percent (2%J) of total Gross Receipts for the prcvious month. All
interest and earnings on the Capital Improvement Fund shall be addcd to the Capital
Improvcment Fund, but shall not be trcatcd as a credit against the Capital Improvement Fund
deposits requircd to bc made by Lcssee pursuant to this Section 5. I 3.

Disbursements shall be made fi'om the Capital Improvement Fund only for costs which
have becn approved by Director and which satisfy the requiremcnts of this Section 5.13. For the
purpose of obtaining Director's prior approval of any Capital Improvement Fund disburscments,
Lessec shall submit to Director on aii annual calendar year basis a capital expenditure plan tor
the upcoming year which dctails thc amount and purposc of anticipated Capital Improvement
Fundexpenditurcs tl.)r which Lessee requests Director's approvaL. which approval shall not be
unreasonably withheld. Any anticipated expenditure set lorth in such capital expenditure plan
which is approved by Dircctor as an acceptable Capital Improvement Fund disbursement shall be
considered pre-approved by Director (but only up to the amount of such expeiiditure sct forth in
the annual capital expenditure plan) fL.)) thc duration of thc UPCOIl ing year. Lessee shall have the
right during the course of each year to submit to Director f()r Director's approval rcvisions to the
then current capital expenditurc plan in cffect rorsucli year, or individual expenditures not noted
on the previously submitted capital expenditure plan. Prior to the disbursement of any amounts
tì'om the Capital Improvemcnt Fund, Lessee shall furnish to Director applicable invoiccs,
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evidence or payment and other back-up matcrials rcasonably acceptable to Director concerning
the usc of amounts from the Capital Improvement Fund.

All then-existing amounts in the Capital Improvemcnt Fund shall be expended (or
Permitted Capital Expenditures not later than tcn (J 0) years prior to the expiration olthe Term of
the Lease. 'rhercafter, if County elects to require Lessee to remove the Improvements at the end
of the Term and requircs Lessee to provide a Removal Securit:,! Fund to sceure its obligation to
perfc)rm such removal obligations in accordance with subsection 2.4.2 of this Lease, then Lessee
shall have the right to contribute thc deposits thereafter required to be made by Lessee under this
Section 5. J 3 towards Lessee's obligations to Iì.ind the Removal Security Fund in subsection
2.4.2, but on Iy i l and to the extent that there arc sufticient ftiids made avai lable in thc Capital
Improvement Fund tor any needed Permitted Capital Expenditures, as determined by Director in
Director's sole and absolute discretion.

5.14 FF&E Fund. Commencing with the month (the "First Deposit Mouth") that is
the earlier of (i) the month 1allowing the month during which the CO Date occurs, or (ii) the
month following the month during which the second (2I1d) anniversary o('the EITective Date
occurs, and continuing during the remaining Tcrm of the Lease, Lessee shall establish and
maintain a reserve fund (the "FF&E Fund") in accordance with the provisions of this Scction
5.14 to 1i1ld the cost ofthc purchase and installment otreplacements, additions or upgrades of or
to the lùrniture, fixtures and equipment used in the Improvements throughout the Term. The
FF&E Fund shall not be used lèir (a) maintenance or repair purposes, (b) the cost of the
R.edevelopment Work or the initial furniture, fixtures and eqiiipmentto be installed in the
Premises in connection with the Rcdevelopment Work, (e) the cost of the Subsequent
Renovation, or (d) the cost of Pennitted Capital Expenditures to be funded by the Capital
Improvement Fund. All specific pllposes and costs for which Lessee desires to utilizc amounts
from the TT&E Fund shall be subject to Director's approvaL whieh approval shall not bc

unreasonably withheld.

The FF&E Fund shall be held in an account established with a reputable I¡nancial
institution (including Lessee's Encumbrance Holdcr) acceptablc to Director into 'vvhich deposits
shall he made by Lessee (and/or into which Lessee's Encumbrance ¡'Iolder shall provide fì.inds)
pursuant to this Section 5.14. The amounts to be added to the FF&E Fund shall be inclusive of
amounts required to be deposited with and held by an Encumbrance Holder. provided that the
E,ncunibrance I lolder acknowledges that such amounts arc subject to the requirements and shall
be made avai lable for the purposes of this Section 5.14.

Commencing on the Jifteenth (15th) day of the First Deposit Month and continuing on or
before the ti tleenth (i 5th) day of each month thcrcafter during the remaining Terll, Lessee shall
make a monthly deposit to the FF&E Fund in the following amounts:

(a) during (hc first (I Sl) ycar of the required deposits, one percent (i %) of total
Gross Reecipts for the previous month;

(b) during the second (2nd) year otthe required deposits, two percent (2%) of
total Gross Rcceipts for the previous month; and
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(e) during the third (3Id) and each subsequent year of the required deposits, three

pcrccnt (3%) of total Gross Reccipts for the prcvious month.

If the First Deposit Month occurs prior to thc CO Date, then until the CO Date occurs the
monthly deposits to the FF&E Fund shall not be based on actual Gross Rcccipts, but instcad shall
bc bascd on the Tenant's projected Gross Rcccipts (as reasonably appmved by County) for the
same period !(¡lIowing the CO Date assuming that thc First Dcposit Month had been the first
month following the month during which the CO Date occurred. All interest and carnings on the
FF&E Fund shall be addcd to thc FF&E Fund. but shall not be trcated as a credit against the
FF&E Fund deposits required to bc made by Lcssee pursuant to this Section 5.14.

Disburscments shall bc made !ì'om the FF&E Fund only for costs which have been
approved by Director and which satisfy the requirements otthis Section 5.14. For the purpose of
obtaining Director's prior approval of any FF&E Fund disbursements, Lessee shall submit to
Director on an annual calendar year basis a furniture, fixtures and equipment cxpenditure plan
for thc upcoming ycar which dctails the amount and purpose of anticipated FF&E Fund
expenditures for which Lessee rcquests Director's approval, which approval shall not bc
unreasonably withheld. Any al1icipatcd expenditure set forth in such furninire, tixtures and
equipmcnt expenditurc plan which is approved by Director as an acceptable FF&E Fund
disbursemcnt shall bc considered pre-approved by Director (but only up to the amouiit of such
expenditure set förth in thc annual rrirniture. fixtures and equipment expenditure plan) for the
duration of the upcoming year. Lessee shall have the right during thc course of each year to
submit to Director Ie)) Director's approval revisions to the then currcnt furniture, lixtures and
equipment cxpenditure plaii in effect for sueh year, or individual expenditures not noted on the
previously submitted furniture, fixtures and equipment expenditure plan. Prior to the
disbursement of any amountsfi'oni thc FF &E Fund, Lessee shall furnish to Director applicable
invoices, evidence of payment and other back-up materials reasonably acceptable to Director
conccriing the use of amounts from the FF&E Fund.

Amounts in the IT &E Fund shall be expended periodically as necessary tor Lessec to
comply with the standard of operation f~)r the Premises applicable under this Lease. IfCounty
elects to require Lessee to removc the Improveim:nts at thc end üfthc Term and requires Lcssee
to provide a Removal Sccurity Fund to secure its obligation to perform such removal obligations
in accordance with subsection 2.4.2 of this Lease, then Lessee shall have the right to contribute
to the Rcmoval Sccurity Fund any amounts in the FF&E Fund that are not (and will not be)
required fc)r the purposes of this Section 5.14, as deteiiiiiied by Director in Director's reasonable
judgment. IfCounty does not require the removal of the Improvcments, and at the end ofthc
Term there arc amounts remaining in the FF&E Fund that in Director's reasonablejudgmcnt
were not required for the purposcs of this Section 5.14, then Lessee shall bc entitled to the rcturi
of such fùnds.

6, CONDEMNATJON.

6.1 Definitions.

6.1.1 Condemnation. "Condeiinution" means (i) the exercise by any
governmental entity ortlie power olemiiiellt domain, whethcr by legal proceedings or
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otherwise, and (2) a voluntary sale or transfer to any Condemnor (as herealter defined),
either under threat of Condemnation or ,,,bile legal proceedings for Condemnation are
pcnding.

6. i .2 Date of Taking. "Date of Taking" means the datc the Condcmnor has

the right to possession of the Prem ises being condemned.

6. i.3 Award. "Award" means all compensation, sums or anything ofvaluc

awarded, paid or received li'om a total or partial Condemnation.

6.1.4 Condemnor. "CondeinnOl'" means any publk or quasi-public
authority, or private corporation or individual, having the power of emincnt domain.

6.2 Partic.,' Rights and Obligations to be Governed bv Lease. If: during the Term

otthis Lease, there is any taking of all or any part of the Premises, any Improvcments on the
Premises or any interest in this Lease by Condemnation, the rights and obligations olthe parties
shall be determined pursuant to the provisions of this Article 6.

6.3 Total Taking. II' the Premises arc totally taken by Condemnation, this Lcase
shall term inate on the Date of Tak ing.

6.4 Effect of Pai'tial Taldng. i f a portion or the Prem ises or the Improvements

thereon arc taken by Condemnation, this Lease shall remain in effect, except that Lessee iiay
elect to terminate this Lease if the remaining portion oftheYrcl1iscs arc rcndcred unsuitable (as
defincd herein) fèir Lessec's continued usc lor the purposes contemplated by this Lease. The
remaining portion of the Premises shall be deemcd unsuitable fi)r Lessec's continued usc i(
l~illo\Ving a reasonable amount of reconstruction (to the extcnt that funds therefor arc available
from the anticipated Award), Lessee's business on the Prcmises could not bc operated at an
cconomically feasible leveL. Lessee must exercise its right to terminate by giving County written
notice of its election within ninety (90) days aller the nature and extent of the taking and the
probable amount of compensation have been determined. Such notice shall also specify the date
of termination, which shall not be prior to the Date of Taking. Failure to properly exercise the
elcction provided for in this Section 6.4 will result in this Lease's continuing in lull force and
effect, except that Annual MinilnLlm Rent shall be abated pursuant to Section 6.5, below.

In the evcnt that Lessee docs not elect to terminate this Lease as provided above, then
Lessee, whether or not the Awards or payments, if any, on account of such taking shall be
sufficient for the purpose, shall, at its sale cost and expense, within a reasonable period oftime,
commence and complete restoration of the remainder of the Premiscs as nearly as possible to its
value, condition and character immediately prior to sueh taking, taking into account. however,
any necessary reduction in size or other change resulting fi'om thc taking; provided, however,
that in casc of a taking for temporary lISC, Lessee shal i not bc required to effcct restoration until
such taking is terminated.

(¡.S Effect of Partial Taking on Rent. Ifan)' portion olthe Premises is taken by

Condemnation and this Lease rcmains in fì.ll fè)rcc and effect as to the portion of the Prcmises
not so taken (a "Partial Taking"). the Annual Minimum Rent shall be reduced as ofthc datc of
the Partial Taking to an amount equal to the Annual Miniiiiim Rent multiplicd by the ratio ofthc
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fair market valuc of the portion ofthe Premiscs not so taken to the fair market valuc of the cntire

Premises immediately prior to the Partial Taking, but without regard to any diniinution in value
resulting froni the iimninent taking. Upon the next Annual Miniimini Rent Adjustmcnt Daie, as
dcscribed in subsection 4.2.1.4 above, if any, t()r the purposes of adjusting the Annual Minimum
Rent, all Annual Minimum Rcnt and Percentage Rent paid by Lessee to County prior to thc datc
ol"tlie Partial Taking shall bc adjusted, lör thc purposes of this calculation only, to the proportion
that the /~iir market value of the portion olthc Premises which remains after the taking bears to
the fair market value of the entire Premises immediately prior to the taking. Ifthc parties cannot
agrcc upon thc appropriate Annual Minimum Rent, thc matter shall be settled through arbitration
in thc manncr set f()rth in Article 16 hcrcor Any determinations offàir market value madc
pursuant to this Section 6.5 in connection with any arbitration proceeding shall be predicated
upon thc "income approach" or "income capitalization approach" to property valuation, as
dcfïiicd in Thc Dictionary of Real I:tate Appraisal andíor The Appraisal of Rcal Estate,
published by the Appraisal Institute or any successor organization (the "Income Approach").
All othcr obligations of Lessee undcr this Lease, including but not limited to the obligation to
pay Perccntage Rent, shall remain in fbll forcc and effed.

6.6 Waiver of Code of Civil Procedurc Section i 265.130. Each party waives the
provisions or Code of Civil Procedure Section 1265.130 allowing either party to petition the
Superior Court to tcrminatc this Leasc in the evcnt ofa Partial Taking of the Premises.

6.7 Pavment of Awai'd. Awards and other payments on account ora taking, less
costs, fees and cxiicnscs incurred in thc collcction thereof ("Net Awanls and Payments"), shall
be applied as follO\vs:

6.7. i Partial Taking Without Termination. Nct Awards and Payments

received on account ora Taking other than a total Taking or a Partial Taking \vhich
reslJ Its in term ination hercof or a taking for temporary usc shall be hcld by County and
shall be paid out to Lessee or Lessee's designec(s), in progress payments, to pay the cost
of restoration of the Prem ises. The balance, if any, shall be divided between County and
I.cssee pro rata, as nearly as practicable. based upon (i) the then value of County's
intcrcst in the Prcmiscs (including its interest hereunder) and (2) the then value of
Lesscc's intercst in thc remainder ofthc Term of this I.easc including bonus value (/()r
such purposes, the Term otthis Lease shall not be deemcd to have terminated even if
Lessee so elects under Section 6.4). Any detcrminations of fair markct valuc made
pursuant to this Scction ó.5 shall be predicated upon the Income Approach.
Notwithstanding the foregoing, if County is the condemniìig authority and thc taking
pertains only to Lessee's interest, then Lessec shall be cntitled to the entire amount of the
Net A wards and Payments.

In casc of a taking othcr than a total taking or a taking for tcmporary use, Lcssee
shall him ish to County evidence satisnictory to County of thc total cost of the restoration
required by Section 6.4.

6.7.2 Taking For Temporary Usc. Net Awards and Payments rèccived on

account ora taking tor tcmporary use shall be paid to Lessee: provided, however, that if
any portion or any such award or payment is paid by the Condciinor by rcason of any
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damage to or destriction olthe Improvcments, such portion shall be held and applied as
provided in the lìrst sentcncc of Section 6.7.1, above.

6.7.3 Total Taking and Partial Taliiiig with Termination. Net Awards and

Payments rcceived on account of a total taking or a Partial Taking which results in the
termination of this Lease shall be allocated in the following order:

First: Thcre shall be paid to County an amount cqual to thc grcatcr ol
(a) the sum ot(!) the prcscnt valuc oralJ Annual Miniimim Rent, Perccntagc Rent and
other sums which would become due through the expiration of the Term ifit werc not fi)r
the tak ing less, in the event of a Partial Taking, an amount equal to the present value of
the filiI' rental value of the poltion of the Premises (with the Improvemcnts thcreon) not
subject to the Partial Taking, fi'om the datc ofthc Partial Taking through the expiration of
the Term and (2) the present value of the portion otthc Premises ('with the Improvements
thercon) subject to the taking from and aftcr thc cxpiration otthe Term or (b) in the event
ofa Partial Taking, the present value of the fair markct rcntal value otthe portion of the
Premiscs (with the Improvements thereon) subjcct to the Partial Taking. fj'om and aller
the expiration orthc Tcnn.

Second: Thcrc shall be paid to any Encumbrance Holder an amount
equal to the sum of any unpaid principal amount of any Encumbrancc secured hy the
Premiscs plus costs, cxpcnses. and other sums due pursuant thc loan documents, ifany,
ancl any intcrest accrued thereon, all as of the date on which such payment is made; and
then

Third: There shall bc paid to Lessec an amount equal to the value of
Lessee's interest in the remainder ofrhc Term of this Leasc. including the value of the
ownership interest in and usc ofthc Improvements constructed on the Premises.
delerni ¡ned as of the datc 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 Lesscc so elects under Section 6.4.

Fourth: The balance shall bc paid to County.

¡rCounty is the condemning authority in connection with a total taking or a
partial taking that rcsults in the termination of the Leasc, and the taking pcrtains to only
Lessee's intercst, (hcn Lessec shall bc entitled to the entire amount of any Net A \vards
and Payments.

6.7.4 Disputes. Any dispute under Article 6 concerning thc fliir market value
of the Prem ises or any portion thereof. computat ion of present valuc or thc determination
of the amount of Annual Minimum Rcnt or Pcrcentage Rent or other sumswhích would
havc become due over the Term of this Lcase which are not resolved by the parries, shall
bc submitted to arbitration pursuant to Article 16 of this Lease. Such valuations,
computations and determinations ofvaluc shall be made utilizing the Income Approach.

7. SECUUJTY DEPOSIT.
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7.1 Amount and Usc. Lessee shall deliver to and maintain with County a security
deposit (the "Security Deposit") in an amount equal to three (3) times the Monthly Minimum
Rent in elTect fhmi time to time during the Term (i.e., adjusted on cach Adjustment Datc or
Renegotiation Date to reflect any change in the Monthly Minimum Rent during the Term of this
Lease). Ifas oran Adjustment Date (or Renegotiation Date, as applicable) Lessee has not at any
time during the imim:diatcly preceding three (3) year period Wlll1ittcd an Event of Default
under this Lease, thcn effective on such Adjustment Date (or Renegotiation Date, as applicablc)
and continuing until the carlier oCthe occurrence of an Event of Dcf~iult or the next Adjustment
Date (or Renegotiation Date, as applicable), the aiiount of the Security Deposit required to be
maintained by Tenant shall he reduced to two (2) times the Monthly Minimum Rent placed into
elTcct as of such Adjustment Date (or Renegotiation Date, as appl icable).

Thc Security Deposit shall secure Lessee's obligations pursuant to this Lease, and iliay he
drawn on by County, in whole or in part, to cover (a) delinquent rent not paid by Lessee within
any applieahle notice and cure period, and (b) any other Events of Default of Lessee under this
Lease. The Security Deposit shall be applied at the discretion or County. Lessee shall have the
right to maintain the Sccurity DCI';osit in form of cash or in lieu or replacement of the cash
Security Deposit requ ircrneiit described above, in the form 01' a eertj ficate of deposit, letter of
credit or other approved investment instrument acceptable to County with respect to form.
content and issuer. As long as no Evell of Default by Lessee exists under the Lease, Lessee
shall be entitlcd to any intcrest or other earn ings which are actually earned on any unappl ied
portions of the Sccurity Deposit del ivcred to County in the I~)rm of a certi Iicate or dcposit or
other approved investment instrument (as opposed to cash, on which Lessec shall not be cntitled
to intercst). Provided that no Event of Default then exists under the Lease, at the end of each
Lease Year Lessee shall he entitled to a credit for all unexpended interest accruing to Lessee's
benctit \vith respect to the Security Deposit during such Lease Year pursuant to the immcdiately
preceding sentence. Notwithstanding any contrary provision hereof: County shall have the right
at any time to apply any accrued hut uncredited interest (which accrued during non-Event of
Default pcriods) against delinquent rents and other amounts owed by Lessee under the Lease.

7.2 Replacement. In the event that some or all olthe Security Deposit is drawn
against by County and applied against any delinquent rent not paid by Lessee within any
applicahle notice or cure period, or against other Evcnts or Default of Lessee hereunder, Lessee
shalL. within ten (10) days ancr receipt of written notice of the amount so applied and the reasons
for such application, deposit sutlcient additional Iì.inds with County. or cause thc issuer of any
letter or credit to reissue the letter of credit. such that I.essee once again maintains a Security
Deposit equal to three (3) times the then effective Monthly Miniiiuii Rent. Failure to maintain
and replenish the Security Deposit, if not cured within the time period set forth in subsection
13.1.3. shall constitute an Event of Default hereunder.

7.3 RenewaL. Âny lettcr of credit procured by Lessee and delivered to County shall
provide fiJI' 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 cvent that the issuer thereof is not irrcvocably
committcd to renew the tcrii 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 satisf~ictory cvidence
of its renc\'.'al or replacement, or has not provided Coutiy with adequate replacement security.
County may draw down upon the letter of credit and hold the funds as security for Lessee's
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obligations as set forth in this Lcase and may apply the funds to cover delinquent rent not paid by
Lessee within any applicablc notice and curc period and/or any other Event of Delàult of Lessee
under this Lease,

8. INDEMNllY.

Except to the extent caused hy the gross negligence or willful misconduct of any such

indemnitee, Lessee shall at all times relieve, defend, indemni(y, protect, and save harmless
County and its respective Boards, oflcers, agents, consultants, counsel, employees and
volunteers from any and all claims, costs, losses, expenses or liability, including expenscs and
reasonahle attorneys' fees incurrcd in defending against the same by an attorney selected by
Lessee and reasonably satisfactory to County, lor the death of or injury to persons or damage to
property, including property owned or control led by or in the possession of County or any of its
Board. officers. agents, employees or volunteers, to the extent that such arises from or is caused
by (a) the operation, maintenance, use, or occupation of the Premises (other than the Promenade)
by Lessee or its agcnts, olt1cers, employees, licensees, concessionaires, permittees or Sublessccs,
(b) the acts, omissions, or negligence olLessee, its agents, ofncers, employees. licensees,
concessionaires, permittees or Sublcssees, or (e) the t~lilure of Lessee, its agents, officers,
employees, licensees, concessionaires, permittees or Suhlcssees to observe and abide by any of
the terms or conditions of this Lease or any applicable law, ordinance, rule, or regulation. The
obligation of' Lessee to so relieve, indemnity, protect, and save harmless County and each or its
respcctive Boards, ofìcers, agents, consultants. counsel, employees and volunteers, shall
continue during any pcriods of occupancy or of holding over by Lessee, its agents, officers,
employees, licensees, concessionaires, permiUees or Sublessecs, beyond the expiration ofthe
Term or other termination otthis Lease. Notwithstanding anything in this Lease to the contrary
except for the construction of the Promenade as part otthc Redevelopment Work and except as
provided in Section 15.22 or th is Lease, Lessee and County acknowledge that their respective
liability, ifany, arising out of the operation, maintcnance, usc and/or occupation or the
ProTlenade shall be governed by Applicable Law.

9. INSURANCE.

9.1 Lessee's Insurance. Without limiting Lessee's indcmnilìcation olCounty, during

the Term of this Lease Lessee shall provide and maiiiain the following insurance issued by
companies authorized to transact business in the State ofCaliförnia by the Insurance
Commissioner and having a "general policyJiolders rating" of at least A-VlI (or such higher
rating as Ilay 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-aeceptcd rating
agcncy.

9. i. I General Liability insurance (written on iso policy form CG 00 0 i or its
equivalent) and endorsed to name County as an additional insured, with limits arnot less
than thc following:

General Aggregate: $20,000,000
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Producis/Compleied Operations Aggregate: $20,000,000

Personal and Advertising Injury: $10,000.000

Each Occurrence: $10,000,000

Lessee may satisfy ihe above coverage limits with a combination of primary covcrage
("Primary Coverage") and excess liahility coverage ("Umbrella Coverage") (as long as
(a) Lessee's Primary Covcragc is at Icast One Million Dollars ($1,000,000) pcr
occurrence. One Million Dollars ($1,000,000) annual aggregate, and (h) 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 covcrages
requircd undcr this Scction 9. i .1.

9.1.2 Automobile Liability insurance (written on ISO form CA 000101' its
equivalent) with a limit olïiability of not less than One Million Dollars ($1'000,000) of
Primary Coverage and One ìvfillion Dollars ($ i ,000,0(0) of Umbrella Coverage, Cor each
accident and providing coverage ((ir all "owned", "hired" and "non-owned" vehicles. or
coverage for "any auto." During any period of operation olvalet parking üicilities,
Lessee also shall provide Garagekeeper's Legal Liability coverage, (written 011 iso form
CA 99 37 or its equivalent) with limits of not less than Three Million Dollars

($3.000.000) for this location.

9.1.3 Workers Compensation and Employers' Liability insurance providing
workers compensation benclìts, as required by the Labor Code olthe State orCalirornia
and (or which Lessec is rcsponsible, and ineluding Employers' Liability covcrage with
limits olnot less than thc 1"ÜIIO\ving:

Each Accident: $1,000,000

Disease - policv limit:" .. $1,000,000

Disease - each employec: $1,000,000

9.1.4 Commercial Property insurance covering damage to the Premises,
including improvements and bettermcnts, trom perils eovered by the Causes-or-Loss
Special Form (ISO form CP 10 30), excluding earthquake, and including Ordinance or
Law Coverage, written f(Jr the lì.ill replacement value ofthe Improvements, with a
deductible no greater than $250,000 or 5% of the property value, which ever is less. and
also including business interruption, including loss of rent equal to eighteen (18) months
of rent, with proceeds payable to Lessee and County as their interests may appear and
utilizedf"Ür repair and restoration of thc Premises and Improvements. Notwithstanding
the f(iregoing. 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 Redevelopment Work, ihe obligation to provide insurance under this
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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 constniction projects, including any Alterations or restoration, on the
Premises, Lessee or Lessee's contractor or subcontractors will provide the (ollowing
insurance (County reserves the right to determine thc coverage and coverage limit
requirt:d on a pro.kct by project basis.):

9.1.5.1 Builder's Risk Course ofConstnlction to insure against damage

tì'om perils covered by theCaLJses~of~Loss Special Form (ISO form CP i 030).
This insurance shall be endorsed to include ordinance or law coverage, coverage
Cor temporary 0 n:c;ite storage, debris removaL' pollutant cleanup and removal,
testing, preservation of propcrty, cxcavation costs, landscaping, shrubs and plants
and full collapse coverage during construction (without restricting collapse
coverage to specified perils. This insurance shall be written on a completed-value
basis and cover thc entirc value of the construction project, including County
furnished materials and equipmcnt, against loss or damage until completion and
acceptance hy Lessee.

9.1.5.2 Gencral Liability. Such insurance shall be written on iso policy

form CG 00 0 I or its cquivalent with limits as reasonably required by the County
for the Alterations. The products/completed operations coverage shall continue to
be maintained for the following periods: (a) in the case oCthc Redcvclopment
\Vork, threc (3) ycars after the date the Redevelopmcnt.Work is completed and
accepted by the Lessee. or (b) in the case or Altcrations after the completion of
the Redevelopment Work, slIch period after the date such Alterations are
completed and accepted by Lessee as reasonably determined by County, but not
to excced three (3) years alìcr such completion and acceptance.

9.1.5.3 Automohile Liability. Such coverage shall be written on iSO
policy form CA 000 I or its equivalent with a limit of liability as reasonably
required by the County for the Alterations. Such insurance shall include coverage
for all "owncd." "hircd" and "non-owned" automohiles, or coverage for "any
auto."

9.1,5.4 Prolcssional Liability. Such insurance shall cover liability

arising fì'om any error. omission, ncgligent or wrongful act ofthc 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 ofthc construction project. The limits of the
coverage required under this subsection 9.1.5.4 shall be Ca) Three Million Dollars
($3,000,000) with respect to the prime architect for thc Redevelopment Work (or
such lesser amount as required by Director I()r the prime architect in connection
with any subsequent Alterations), and (b) One Million Dollars ($1,000,000) with
respcct to each other contractor, subcontractor, architcct, engineer, surveyor or
othcr licenscd professional rendering services in connection with the design or
construction of the Redevelòpnient \Vork or subsequent Alterations, provided that
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Director shall have the discretion to reduce the coverage limits under this clause
(b) ifappropriate 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 constniction requires remediation of asbestos or pollutants, and if such
insurance is available. Such insurance shall cover liability tor personal injury and
propcrty damage arising fi'om the release, discharge, escape, dispersal or emission
of asbestos or pollutants, whether gradual or sudden, and includc coverage for the
costs and expenses associated with voluntary clean-up, testing, monitoring and
treatment of asbestos in compl iance with governmental mandate or order. I f the
asbestos or pollutant will be removed from thc construction site, asbestos or
pollution liability is also required under the contractor's of subcontractor's
Automobile Liability Insurance. Contractor shall maintain limits as rcasonahly
required hy the County for the Alterations.

9.1.6 Iftlie usc of the Premises or Improvements involves any llanutàcture,
distribution or service of alcoholic beverages, Liquor Liability insurance (written on ISO
policy !c)rm CG 00 33 or 34 or their equivalent) with a liability limit of not less than rive
Million Dollars ($5,000,000) per occurrence and an annual aggregate ofTen Million
Dollars ($ i O,OOO,c)OO), which limits may be covered by a combination or Primary

Covcragc and Umbrella Coverage. rfwritten on a claims made lèmn, the coverage shall
also provide an extcnded two-year rcporting period eommencing upon the termination or
cancellation of the Lease.

9.2 Provisions Pertaining to Property Insurance. Thc insurance coverage required in

Sections 9.1.4 and 9. i .5. I shall name the County as an additional insured and any Encumbrance
Holder as loss payee. Subject to Section i 2.8, upon thc occurrence of any loss, the proceeds of
property and builder's risk insurance shall be held by County in trust lor the named insureds as
their interests appcar, and shall be disbursed by Couiiy on a monthly basis to pay It)r work
completcd in accordance with then-prevailing industry custom and practice; provided, however,
that if the insuranec proceeds received with rcspectto a loss arc less than $500,000 (as adjusted
to reflect any increase in the ENR Index during the period fì'om the Eftective Datc through thc
date of the loss), the Encumbrance Holder shall have the right to hold and dishurse such proceeds
to pay the renovation and repair of Improveiii:iits in accordance with the terms otthe loan
agreement or deed of trust with Lessee's Encumbrance Holder. In the event of a loss, Lessee
shall be obligated to rebuild or replace the destroyed or damaged buildings, structures,
equipment, and Improvements, in accordance with the procedures set forth hereinabove tor the
initial construction. except as othel\\'ise provided iii Artic.e i I hereof Subject to Section 12.8,
any surplus or proceeds aller said rebuilding or replacement shall he distributed to Lessee.

9.3 General Insurance Reail.!J~!!B~n~, Subject to the immediatclylbllowing

grammatical paragraph, a duplicate poi icy or poi icies (or certifìcates of insurance) evidencing ihe
insurance coverage required under this Article 9, in such ftmii as shall be reasonably acceptable
to County, shall he iì led with Director no later than the Effective Date, providcd that the
evidence of the insurance covcrage required under Section 9. i .5 shall be required to be delivered
by Lessee prior to the commencement of any A Iterations. All certi Iìeates of insurance shall (a)
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spcciJìcally identify thc Lease; (b) clearly evidence all coverages required under thc Lcase; (c)
identi ry any deductibles or self:'insured retcntions exceeding $25,000 or such other commercially
reasonable amount as approved by the Director; and (d) evidence all other requirements under
this Aiticle 9. The policy or policies of insurance shall provide that such insurance eoverage will
not bc canceled or rcduced without at least thirty (30) days prior written notice to Director or ten
(10) business days in case or cancellation for failure to pay the premium. At lcast teii (10)
busincss days prior to the cxpiration of such pol icy. a certi fìcate showing that such insurance
coverage has been renewed shall be obtained by Lessee and t1ed with Director.

In lieu of SUbii itting a copy or the pol icy or pol icies evidencing thc above insurance,
l.essee may submit in a form reasonably acceptable to County a certificate of insurance.

Any insllance coverage may be issued in the j(mn of a blanket policy insuring other
properties, in limn. amount and contLlt reasonably satisflictory to County such that such
coveragc provides the same protcction as required under this Article 9 as if the insurancc had
been procured on an individual property basis.

9.4 Additional Required Provisions. Lessee's insurancc policies required by this

Article 9 shall be for a lerm of not less than onc year and shall additionally provide:

(a) that County and its respective Board ot 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 thc 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 Lessce which might otherwise result in forlciture of such insurance;

(e) in any property insurance poi icy. a waiver of al i right of subrogation

against County and its respective Board 0 f Supervisors and members thereof; and
County's olficers, agents, employees and volunteers \vith respect to. losses payable under
such poi Îcies;

(d) in any properiy insurance policy, that such policies shall not be invalidated

should thc insured waive. prior to a loss, any or all right of recovery against any party I()r
losses covcrcd by such policies;

(e) to tht, extent otthc indemnification obligations of Lessee in IlivOl of any
additional insureds. the property and commercial general liability insurance policies shall
provide coverage on a primary and non-contributory basis with rcspect to such additional
insureds. rcgardless or any other insurancc or self:'insurance that such additional insureds
may elect to purchase or maintain:

(I) that losses, itany, shall be adjusted with and payable to Lessce, County

and Encumbrance Holders, if any. pursuant to a standard mortgagee clause;

(g) that such policies shall not be suspended, voided, eanccled, reduced in
coverage or in limits or materially changed without at least thirty (30) days prior written
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notice to County and all Encumbrance Holders or tcn ( 10) business days in case of
cancellation fòr fìiilurc to pay the premium:

(h) that the commercial gcneral liability insurance shall apply separately to

each insured against whom a claim is made, except with respcct to the overall limits of
said insurcr's liability: and.

(i) that the property and commcrcial gencralliability insurance policies shall

contain no special lim itations on the seope ol protection afforded to the additional
insureds, and no üiilure to comply with the reporting provisions of such policies shall
affect the coverage afforded to such additional insureds.

9.5 Failure to Procurc Insurance. If Lessee ¡¡iils to procure or renew the herein

required insurance and docs not cure such failure within five (5) business days after \vritten
notice from County, in addition to thc other rights and remedies provided hereunder, County
may. at its discretion, procure or rcnew such insurance and pay any and all premiums in
connection therewith. All monies so paid by County shall be repaid by Lessee, with interest
thcreon at the Applicable Rate. to County within Jìve (5) business days after Lessee's receipt of
wrillen demand thcrefor.

9.6 Adjustment to Amount olLiability CoveraQ.e. The amounts ol'liability insurance
rcquired under Seetiol1 9.1.1, 9.1.2 and 9.1.3 shall be subjcct to rcnegotiation as 01' each lì1th

(5th) anniversary otthe Eflcctive Date (cach, an "Insuranee Renegotiation Date"). ltCountyand
Lessee cannot agrce upon the amount olïnsuranee by the sixtieth (60th) day preceding an
Insurance Rencgotiation Date, the mattcr shall be resolved by binding arbitration in accordance
with Article 16. In no cvent shall the amounts of liability insurance be decrcased as a result ot
such rcnegotiation or arbitration. Following such renegotiation or arbitration, the parties shall
exeeute an amendment to this Lease setting forth the renegotiated insurance provisions or the
arbitration judgment, as appropriatc.

9.7 Notification of Incidents. Claims or Suits. Lessee shall notify County of any
accident or incident on or about the Premises which involves injury or property damage ovcr
Fi Ill' Thousand Dollars ($50,000.00) in the aggregate and pursuant to which a claim against
Lessee and/or County is made or thrcatencd. Such notification shall be made in writing within
72 hours aner Lessee lirst becomes awarc ofthc claim or threatened claim.

10. MAINTENANCE AND REPAIR; DAMAGE AND DESTRUCTION.

10.1 Lessee's Maintenance and Repair Obligations. Lessce shall maintain the
Premises, including paved or unpaved ground sur/aces and Improvements thereon (including the
Promenade, but excluding the Excluded Conditions), in conf(xmance with the Minimum
Standards regarding the usc and occupaney ol'commercial (including hotel) projects in Marina
del Rey (such as the Premises) as revised from time to time by County in a manner consistent
with commercially rcasonable maintenance standards applicable to other comparahle commercial
projects in Marina del Rey (the '"Maintenance Standard"). Any dispute as to whether rcvisions
to the Maintcnance Standard adoptcd by thc County tì'orn limc to timc pursuant to the
immcdiatcly preceding sentence is commcrcially reasonable shall be submitted to arbitration
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pursuant to Article 16 of this Lease. Without limiting the foregoing, at Lessee's sole cost and
expense, but subject to the terms and conditions of this Lease. Lessee shall keep and maintain the
Premises (including the Promenade) and all equipment Improvements or physical structures of
any kind which may exist or he 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 replaccment, and shall makc all necessary rcpairs and alterations and
replacements thereto, except as otherwise provided in this Article 10. Lessee's obligations shall
include the obligation to keep all dock facilities in good repair and condition in accordance with
the Minimum Standards.

Lcssee shallundertakc such repairs, alterations or replacements in compliance with
Applicable Laws. the Maintenance Standard and the terms and provisions of this Article 10.
Lessee shall maintain all Improvements on the Premises (other than the Excluded Conditions) in
a safe. clean. wholesome and sanitary condition, in the commercially reasonable judgment of
Director, and in compliance with all Applicable Laws. Lessee shall, at its own cost and expense,
instalL. maintain and replace landscaping between the strects abuttng the Prcmises and the
building footprints on the Premises as is necessary in the commercially rcasoiiablejudgmeni of
the Director to maintain the appearancc of the Premises in a manner consistent with the
Maintenance Standard. Lessee specifically agrees to provide propcr containers for trash and
garbage which arc screened tì'om piiblic view, to keep the Premises free and clear of ruhhish and
litter. County in its proprietary capacity shall have the right to enter upon and inspect the
Premises at any reasonable time ftir cleanliness, safety and compliance with this Section 10. Las
long as such entrance is not done in a manner which would unreasonably interfere with the
operation of the Prcm ises. The exclusion of the Excluded Conditions from Lessee's maintenance
obligations under this Section i 0.1 shall not relievc Lessee Ji'om the obligation to repair and
restore any damage to the Excluded Conditions caused by Lessee, its agents, employees,
subtenants or contractors, or by Improvements constructed by or on behalf of Lessee. and Lessee
hereby agrees to perform siich repair or restoration work at Lessee'ssolc cost and expense.

10.2 Maintenance Deficieiicies. IfCounty provides written notice to Lessee of a
deficiency or other breach in ihe performance by Lessee olthe maintenance and repair
ohligations or Lessee under Section i 0.1 above. then Lessee shall promptly commence the cure
thereof and shall cümplctc such cure within the time period for such cure set forth in the
County's dclkiem:y notice, which cure period shall not be less than thirty (30) days except if the
deficiency peltains to a condition that is a threat to health or safety or otherwise constitutes an
emergency situation. in which case County shall have the right to immediately rcquire Lessee to
take all appropriate steps to avoid clam age or injury. If Lessæ fliils to cure any such deficicncy
within the cure period set forth in County's deficiency notice (which cure period shall comply
with thc requirements of the immediately preceding sentcnce of th is Section i 0.2), then in
addition to, and not in lieu oC any rights or remedies that County may havc under Article 13 of
rhis Leasc for defàults not cured within the applicable notice and curc periods set forth therein,
r ,essee shall pay to County an amount equal to One Hundred Dollars ($ i 00) per day per item of
deficicncy for caeh day aftcr sueh curc period that the deficiency item remains uncurcd;
provided, however, ifthc nature ofihe det1ciency is such that it is not capable ofeurc within the
cure period speci tied in County's notice (lor example, as a rcsult of perm itting requiremcnts or
construction material procurement delays beyond the control of Lessee), then as long as during
the specified cure period Lessee commences the cure olthe deficiency and thereaftcr continues

lÙ(J5C4X,S 68

#39 of JUN 16, 2009



the prosecution olthe completion ofsueh cure in a manner and with such diligence thai will
effectuatc thc cure in as short a period as reasonably possible, then the cure pcriod specified in
County's deficiency notice shall be extcnded for such additional time as necessary to complete
the cure in as short a period as reasonably possible.

For purposes of determining the number of items of dcfkieney set forth in a deliciency
notice received from the County, County shall reasonably identify the separate deliciencies so as
not to unrilirly increase the daily amount payable under this Section 10.2 by separating the \vork
into unreasonably particularized items (e.g., the requirement to paint the exterior ofa building
shall not be split into individual dcfieieiicy itcms I()! the painting ofcach individual door,
window or other component otsuch building). ira cited deficieiicy is not health or safety related
and docs not otherwise constitute an emergency, and i fin the reasonable and good faith business
judgment of Lessee the deficiency notice was erroneously issued by County, then Lessee shall
have the right to contest such deficiency notice by written notice to Director within five (5)
business days alter thc date the deficiency notice is received by Lessee. I f Lessee fies any such
contest with Director, then Director shall have the right, in the excrcisc of Director's discretion,
to consider such contest. If Lcssec's contcst is made on a reasonablc and good faith basis, then
the cure pcriodlbr thc defieicncy notice shall he tolled during the period between the date
Director receives written notice ofslIch contest and continuing until Director notifies I.essee in
writing that either Director denics Lessee's contest or that Director has determined not to
considcr such contest, and thc dai Iy penalty set forth above in (his Section 10.2 sliall not be
applicable during the period that the cure period is tolled. The One Hundred Dollars ($1 (0) per
diem amount set forth in this Section i 0.2 shall bc adjusted every three (3) years during the
remaining Lease Term on each third (3rd) anniversary ofthc Effcetive Date to reflect any change
in the Consumer Pricc Index over the three (3) year period immediately preceding each such
adjustment. If Lessee lails to pay any amounts payable by Lessee under this Scction i 0.2 within
tcn (i 0) days aller written notice from County, thcn County shall have the right to draw on the
Security Deposit to cover such unpaid amoul1ts.

10.3 Option to Terminate for Uniiisun..d Casualty. In the event of any damage to or
destruction of the Prcmises, or any Improvemcnts locatcd thereon (other than the Excludcd
Conditions, except to the extent damage thereto is caused by the Lessee, its agents, employees,
subtenants or contractors, or by Improvements constructed by or on behalf of Lessee), Lessee
shalL. except as otherwise expressly provided in this Section i 0.3, promptly (taking into
consideration the neccssity of' obtaining approvals and permits for siich reconstruction) repair
and/or restore such Improvements to their condition existing prior to the damage or destruction.
Exeept as otherwise expressly provided in this Section 10.3, such obligation to rcpair and restore
is absolute, and is in no way dependent upon the existcnce or availability of insurance proceeds.
Repair and restoration of any damage or destruction shall take place in accordance with the
provisions of' i\rtic1e 5. Notwithstanding thc j()regoing, Lessee shallhavc the option to terminate
this Lease and be relieved of the obligation to rcstore the Improvements on the Premises where
all or substantially al i of the Improvements on thc Pretl iscs (other than the Excluded Conditions)
are substantially clam aged or dcstroyed and such damage or destruction resulted fi'om a cause not
required to be insured against by this Lease (an "Uninsured Loss"), ancl where all of the
f()lIowing occur:
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10.3.1 No more than one hundred (100) days following the Uninsured Loss,
Lessee shall notify County of its election to terminate this Lease; to be effective, this
notice must include both a copy of Lessee's noli fication to the Encumbrance Holder. if
any. of Lessee's intention to cxercise tli is option to term inate and Lessee's certi tication
under penalty of peijll)' that Lessce has delivered or mailed such noti fìcation to the
Encumbrance Holder in aeeordanec with this subsection 10.3.1. County shall be entitled
to rely upon the IlJregoing notice and ccrtifìcation as conclusive evidence tlwt Lessee has
notiíìed the I::ncumbrance Holdcr rcgarding Lesscc's dcsire to terminate this Lease.

i 0.3.2 No more than sixty (60) clays following the giving oftlie notice required
by subsection i 0.3.1 or sueh longer time as may be reasonable under the circumstances.
Lessee shall, at Lessec's expense: remove all debris and other rubble (i'om the Premises;
sccurc the Premises against trespassers: and, at County's election, remove all remaining
Improvements on the Premises.

10.3.3 No more than sixty (60) days following the loss, Lessec dclivers to
County a quitclaim deed to the Premiscs in recordable form, in form ancl contcnt
satislnctory to County and/or with such othcr documentation as may be reasonably
requested by County or any title company on behalf of COUllty, term inating Lessee's
intcrest in the Preii iscs and reconveying such interest to County fi-ce and clear of any and
all E:ncumbranccs and Subleases.

10.3.4 Within ten (i 0) days lollowing the County's receipt olthe notice
refcrred to in subsection 10.3.1, County has not received both written notice from the
Encumbrance Holder, if any. objecting to such termination und an agreement containing
an effectivc assignment of Lcsscc's interest in this Lease to such Encumbrance Holder
whereby such Encumbrance Holder expressly assumes and agrees to bi. bound by and
perform all of Lcssee's obligations undcr this Lease.

i 0.4 No Option to Terminate for Insured Casualtv. Lessce shall havc no option to
terminate this Lease or otherwise be relieved of its obligation to restore the Improvements on the
Premises wherc the damage or dcstruction resultslrom a cause required to be insured against by
this Lease.

10.5 No Count" Ohligation to Malw Repairs. County shall have no obligation
whatsoever to make any repairs or perf(mn any maintenance on the Premisi.s.

10.6 Repairs Not Performed bv Lessee. If Lessee fails to make any repairs or
replacements as requircd. Director may noti ly Lessee of said failure in writing, and should
Lessee fail to cure said fàilure and make repairs or replacements within a reasonable time as
establishcd by Dircctor, County may make such repairs or replacements and the cost thereot:
including. but not limited to, the cost ot1abor, overhead, matcrials and equipment. shall be
charged against Lessec as provided in Section 13.5.

10.7 Other Repairs. Although having no obligation to do so, County may, at its own
cost and at its sole discretion. perform or pcrmit others to perform any necessary dredging,
lìling, grading or repair ofwatcr systems, sewer f¿icilities, roads, or othcr County làcilities on or
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about the Premises. Any cntry by County onto the Premises pursuant to this Section 10.7, shall
be madc in accordance with the following requirements: (i) prior to eniry onto the Premises
County shall cause each or its contractors to provide to Lessee evidence that such contractor has
procured commercial general liability insurance coverage pertaining to such contractor's
activities on the Premises, which insurance coverage shall be consistent with County's insurance
requiremcnts gencrally applicable to County contractors, and shall namc Lessee as an additional
insured; (ii) County's contractors shall comply with industry standard safety requirements; and
(iii) County shall repair, or cause its contractors to repair, any damage to the Premises caused by
the activities or County and/or it contractors on the Premises pursuant to this Section 10.7.

10.8 Notice of Damage. Lessee shall give prompt notice to County or any fire or
material damage aflecting the Premises tì-om any cause whatsoever.

10.9 Waivcr of Civil Code Sections. The parties' rights shall bc governed by this
Lease in the event of damage or destruction. The parties hereby waive the provisions of
California Civil Code Section 1932 and any other provisions of law which provide for contrary
or additional rights.

I I. ASSIGNMENT AND SUBLEASE.

1 i.1 Subleases.

ii. 1.1 Definition. The term "Siiblcasc" shall mean any lease. license, perm it,

concession or other interest in the Premises (including, without limitation, the
Improvements), or a right to use the Premises or a portion thereof~ which is conveyed or
granted by Lessee to a third party. and which constitutes less than the unrestricted
conveyance ofthc entire Lessee's interest under this Lease. "Sublessce" shall he the
person or entity to whom such right to use is convcyed by a Sublease. A Sublease which
grants or conveys to the Sublcssee the right to possess or use all or substantially all of the
Premises is sometimes rcferrcd to in this Lease as a "Major Sublease" and the Sublessee
under such agreement is sometimes referred to in this Lease as a "Ma,ior Sublessee".

i 1.1.2 Approval Rcquii'cd. At least thirty (30) days prior to the proposed
effective date or any Sublease that is not a Major Sublease, or of any assignment or
material amendment of such Sublease, Lessee shall submit a copy of such Sublease (or
amendment or assignmcnt thercof) to Director for approval, which approval shall not he
unreasonably withheld. To the extcnt practical, Director shall approve or disapprove said
proposed Sublease, amcndment or assignmcnt within thirty (30) days aller receipt
thereof: In no event, however. shall any such Sublease, amendment or assignment he
made or become effcctive \\'ithout the prior approval of Dircctor. Each sueh Sublease
shall speci1ically provide that the Sublessee shall comply with all otthe terms, covenants,
and conditions otthis Leasc applicable to the portion otthe Premises subject to the
Suhlease. If Director disapproves a Sublease, Director shall notify Lessee in writing of
the reason or reasons ((II'such disapproval.

I 1.1.3 Major Sublease. Lessee shall enter into a Major Sublease only with a

lcplltablc owner or manager of comparable hotcl fàcilities such as exist on the Premises.
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In light ol'the inherent detailed nature ola Major Sublease. Lessee shall deliver to
County a copy olaiiy proposed Major Sublease, or any sub-sublease or any other
document pursuant to \Vh ich an interest is proposed to be transferred in all or
substantially all of the Premises, not less than sixty (60) days prior to the proposed
effective date of such proposed ìv1ajor Sublease or other document. ((Jr County's review
and approval pursuant to the procedures and requirements spcci ned in Section 11.2.

l 1.2 Approval of Assignmcnts and Major Sublcases. Except as specilically
hereinbefore provided in this Article i i, Lessee shall not. without the prior written conscnt of
County, which shall be based upon factors described in Exhibit C hereto, which is incorporated
hercin by 1I1is reference ("Assignment Standards"). either directly or indirectly give, assign,
hypothecate, encuiiber. transfer. or grant control of this Lease or any interest. right, or privilege
thcrcin (including without limitation the right to managc or othcrwise operate the Improvcments
located fh1l1 time to timc on the Premises). or enter into a M,tior Sublease affecting the
Premises, or license the usc orall or substantially all of the Premises. Any Change of Ownership
that is nol an Excluded Transfer shall constitute an assignment of Lessee's interest under this
L.ease. J 11 add ition, f(Jr purposes of this provision, the f()llowing matters (except tör Excluded
Transfers) shall require the prior writtcn consent of County to he effective: (I) the addition,
removal or replacement of one or more gencral partners or managing members in a Lessee which
is a limited partnership or limited liability entity, except (a) by death, insolvency, incapacity,
resignation (except for a sole general partner, irany) or removal ofa general partner or managing
member and his replacement by a votc of the limited partners, thc remaining general partners or
remaining members, or (b) ilany general partner or managing member owning more than tifty
percent (50%) olthe interests olthe partnership or limited liability entity acquires the interest of
another general partner or managing member owning fiftecn percent (15%) or less of the
interests in the partnership or limited liability entity: or (2) the sale. assignment or transfer or
fìlty-percent (50%) or more oCthe stock, partncrship interests or limited liability company
intercsts in an entity that owns, or is a general partncr or managing member of an cntity that
owns, an interest in this Lease. Lessee shall provide County with any information reasonably
rcquested by COlln)' in order to determine whether or not to grant approval ofthc matters
provided herein requiring County's consent. These same limitations and approval requirements
as to Lessee's intcrest in the Lcase shall also apply with respect to the Sublessee's inrerest under
a Major Sublease.

11.2.1 County's Use of Discretion and Limitation on Permissible
Assignee."ì. Prior to the CO Date, County shall have the right to \vithhold its consent to
any assignmcnt or Major Sublease in its sole and absolute discretion. After the CO Date,
County shall not unreasonably withhold or delay its consent to a proposed assignmcnt or
Major Sublease ir(a) the assignee or Major Sublessee, eithcr dircctly or through its
affliate or through a contractual relationship with a thircI party hotel operator that will
operate and manage thc Prcm ises, has adequate experience in the operation of hotels and
has a nationwide reservation system in which the Premises wilJ participate; and (b) the
Assignment Standards arc satisfied to the reasonable satisfaction of County. I l County
withholds its conscnt to an assigniient or Major Sublease, County shall notily Lessee in
writing 01' the reason or reasons for such disapproval.
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11.2.2 Involuntary Transfers Prohibited. Except as otherwise specifically

provided in this Lease, ncither this Lease nor any of the Lessee's interest in this Lease (as
opposed to ownership interests in Lessee itself) shall be assignable or transfcrablc in
proceedings in attachmell1, garnishment, or execution against Lessee, or in voluntary or
involuntary proceedings in bankruptcy or insolvency or receivership taken by or against
Lessee, or by any proccss of law including proceedings under the Bankruptcy Act.

11.2.3 Pniccdurc. Requests for approval of any proposed assignment shall be
processed in accordance with the f()lIowing procedures:

11.2.3.1 Prior to entering into any agreement requiring the approval of

County pursuant to Sections 1 i.1 or i 1.2. Lessee (or the entity seeking approval of
such assignment) shall notify County and del ivcr to County all in f()rnation relevant
to the proposed assignment, including ,vithout limitation any ter.m sheets, letters of
intent, draft Major Subleases, any other documcnts whieh sct f(irth any proposed
agreement rcgarding the Prcmises and the information set t()lth in subsection
I i .2.3.5. County ,,,ill evaluatc the int()rnation provided to it and County may rcqucst
additional inf()rmation as may be reasonably neccssary to aet on the request. Under
no circumstances will County formally discuss an assignment with any proposcd
assignee prior to reviewing the proposal with L.essee.

1 1.2.3.2 In completing its review orthe proposal and granting or

withholding its consent thcrcto, County will not be bound by any deadline containcd
in any proposed assignments, Major Subleases, escrow instructions or othcr
agrcements to which County is not a party.

11.2.3.3 Lessee acknowledges that the time needed for County to rcview
a proposed assignmeiit depends on many factors, including without limitation thc
complexity of the proposed transaction, thc financial and other information suhmitted
for review, and the workload of County's personneL. Notwithstanding the forcgoing,
County shall act as promptly as govi.rnniental processcs pcrmit in processing and
acting upon a requested approval of an assignmcnt of Lessee's interest under this
Article i i.

11.2.3.4 Lessee shall bc rcquired to reimburse County f()r its Actual
Costs incurrcd in connection with the proposcd assignment. whether or not County
ultimately grants its approval to the proposed assignment (without duplication with
any Administrative Charge payable under Scction 4.6.

11.2.3.5 Lessee or thc proposcd assignee shall provide County with

sutlcient information f()r County to determine itthe public interest will be served by

approving the proposed transaction. Thc inf(mnation that must bc provided includes,
but shall not be limited to. the follòwing:

(a) Nature of the Assignee. Full disclosure is required in accordance with

this Lease and County's applicant disclosure policy then in effect. Additionally, a
flowchart identifying the chain ofownership of the assignee and its decision-making
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authority shall be provided to County. County shall be advised if the proposed assignee.
or any other person or entity for whom disclosure is required pLlsuant (( County's
disclosure policy, has had any leasehold or concessionaire's interest canceled or
terminated hy the landlord duc to the tcnant or Lessee's breach or default thereunder;

(b) Financial Condition of Assignee. County shall be provided with current.

ccrti ned nnancIal statements, including balance sheets and protìl ancl loss statemcnts.
demonstrating the proposed assignee's lìnancial condition fcir the preceding five (5)
years, or such shorter period that assignee has heen in cxistence. This requirement shall
also apply to any related person or entity which will be responsible f()l or guarantee the
obligations of the proposcd assignce or provide any funds or credit to such proposed
assignee.

(c) Financial Analvsis. County shall be providcd with the proposed
assignee's 1inancing plan for thc operation of the Premises (unless the assignment is
pursuant to a Change 01' Ownership that is an Excluded Transler or is pursuant to a
Change ofOwiiership that involves the transfer of only beneneial owncrship intcrests in
the constituent owncrs 01' Lessec, and following such transfer therc is no intended changc
in the lìnancing plan for the operation and improvement of the Premises) únd 1'01' any
contemplated improvement thereof. demonstrating such proposed assignee's lìnancial
capability to so operate the Premises and construct such improvemcnts. Such fìnancing
plan shall include, but not be limited to, information detailing (i) equity capital; (2)
sources and uscs of funds: (3) terms of financing; (4) debt service coverage and ratio; and
(5) loan to value ratio. The proposed assignee shall also provide County with
documentation demonstrating such proposed assignee's financial viability, such as letters
of commitment from financial institutions which deinonstratt the availability otsu1lcicnt
funds to complete any proposed construction or improvements on the Premises. Further,
such proposcd assignee shall authorizc the release of fìnancial in formation to County
Ihmi financial institutions relating to the proposed assignee or other information supplied
in support otthe proposed assignmcnt.

(d) Business Plan. County shall hc provided with the proposed assignee's
business plan for the Premises (unless the assignment is pursuant to a Change of
Owncrship that constitutes an Exeludcd Transfer or is pursuant to a Change of Ownership
that involves the transfer of only beneficial owncrship interests in the constituent owncrs
of Lessee. and fèillowing such transfer there is no intendcd change in the business plan for
the Premiscs), including pro f(mna financial projections for the Premises lor the nve (5)
year period bcginning upon the commencement of the proposed assignment. Such pro
lòrma projections will include capital costs, income and expenses, as well as dcbt service
and all other payments to providers ofdeht and equity, and will be accompanied by a
statement of basic assumptions and an identification ofthc sources orthc data uscd iii the
production of such projections.

(c) Assignor's Financial Statements. County shall be provided with
certified financial statements, including balance sheets aiid profits und loss statements
concerning the assignor Lessee and its operations for the three (3) most recent years prior
to the proposed transaction.
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(I) Cure of Dcfaults. County shall be provided with the proposed assignee's
specifìe plans to cure any and all delinquencies under this Lease which may be identifìed
by County, whether identified before or alter the date of the proposed assignment.

(g) Prospectus Matcl'ials. County shall be provided with any materials

distributed to third parties relating to the business of the proposed assignee to be
conducted on, from or relating to the Premises.

(h) Other Information. County shall be provided with a clear description of
the terms and conditions olthe proposed assignment, including a description otthe
proposed usc of the Premises and any proposed alterations or improvements to the
Premises. Additionally, County shall be providcd with any and all other inf(irmation
which it reasonably requests of I.essee to assist in its review ol the proposed transaction,
including without limitation materials pertinent to the issues noted in this subsection to
the extent that they exist such as escrow instructions, security agreements. personal
property schedules, appraisals, market rcports, lien releases, UCC Statements,
preliminary title reports, management agreements alTeeting the Premises, contracts in
excess 01'$25,000 alìecting the Premises, schedules ofpcnding or threatened litigation,
and attorneys' closing opinions relating to Lessee. the proposed assignee or the Premises.
County shall endeavor to keep the foregoing materials eon lidentia!. subject to the Public
Records Act and other Applicable Laws.

11.2.3.6 Nondisturbancc. At the request of Lessee, County shall agree
to execute a subordination, nondisturbance and attornment agrecment and a ground
lessor's estoppel ecrtifìcate on commcrcially reasonable terms in favor of any Major
Sublessee.

11.2.3.7 Final Documents. Prior to granting its approval over any
proposed assignment, County shall be provided with an executed !\ssigniicni and
Acceptance of Assignment in form and content as approvcd or supplied by the
County. Ten (10) copics of each l1ust be submitted to County, olwhich live (5) shall
be signed originals and properly acknowledged.

i 1.2.4 County Right to Recapture. i I' i ,essee proposes to assign its interest in
this Lease or the Premises aller January 1,2023, or proposes to enter into any Major
Sublease affecting the Premises after January 1,2023 (with either such proposed
transaction herein referred to as a "Pni)losed Transfer"). it shal i provide County with
written notice of such desirc and the sale price ("Lessee Sale Price") at which it is
willing to consummate the Proposed Transfer. Within thirty (30) days thercafter, County
shall provide Lessee with written notification as to whether it has elected to acquire an
option to purchase the interest subject to the Proposed Transfer. During said thirty (30)
day period. Lessee may continue to market the interest subject to the Proposed Transfer,
provided that such interest is offered subject to County's rights as provided herein. In the
evcnt that, prior to the expiration olsaid thirty (30) day pcriod, County has given notice
to Lessee that it has elected to acquire said option, County shall have an assignable option
to purchase the interest subject to the Proposed Trans1èr ("County Option") at the
Lessee Sale Price. Such County Option shall have a term or five (5) calendar months
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(ì'OIl the elate of County's notice of its eJection to acquire such option. During the term
olthe County Option, Lessee shall make the Premises and its books and records
reasonably available for inspection by County and third parties as reasonably requested
by County. In the event that County causes Lessee to issue the County Option and
subsequently declines to purchase the intercst subject to the Proposed Transfer at the
Lessee Sale Price, County shall pay to Lessee at the expiration otthe County Option
period (or, at County's election, credit to Lessee against the next applicable installment(s)
of Annual Minimum Rent and Percentage Rent). a sum (the "County Option Price")
which represents (i) three percent (3%) ofthc Lessee Salc Pricc, plus (ii) seven percent
(7%) intcrest per annum on said three percent (3%) of the Lcssee Sale Price, fì'oll the
elate Lessee received notice of County's election to receive the County Option through
the date on which the County Option Price, together with interest thereon, is paid or
credited in tùll. ¡lCounty either (a) fails to elect to acquire the County Option within
said thirty (30) day period. or (b) gives notice that it has elected not to acquire the interest
subject to the Proposed Transfer, then during the nine (9) month period lollowing the
later of (a) or (b), Lessee shall be entitled to enter into an agrccnient to consummate the
Proposed Transfer with a third party (su~iect to County's approval rights as otherwise set
törth in this Lease) so long as (I) the actual price for the Proposed Transfer is equal to or
greater than ninety-five percent (95%) olthe Lessee Sale Price last offered to County and
upon no more favorable material terms to the assignee, and (2) the transfer is
consummated not later than twelve (12) months alter the later 0 t (n) or (b) (subject to
extension to the extent that County unreasonably delays it approval orthc transaction
beyond sLieh twelve (12) month period). In the event ofa proposed Major Sublease or
othcr permitted assignment ofless than all of the Premises, Coully's election shall
pertain to thc portion orthe Premises that is the subject olthe proposed Major Sublease
or assignment and, in the evenl that County elects to acquire such portion of Lessee's
interest in the Premises, Lessee's Annual Minimum Rent shall be proportionally reduced
and Lessee's obligation to pay Percentage Rent shall pertain only to the amounts derived
fì'om the portion of the Preni ises retained by Lessee. In the event that County clects to
recapture all or any portion of the Premises as provided herein, Lessee agrees to executc
promptly a termination agreement and such other documentation as may be reasonably
necessary to evidence the termination olthis Lease, to set a termination date and to
prorate rent and other charges with respect to the termination. County's rights pursuant
to this subsection I i .2.4 shall not apply to Financing Events or those events identified in
subsection 4.6.2 of this Lease.

I 1.2.5 County Credits Toward Purchase Price. In the event that County or
its assignee elects to exercise the County Option, it shall receive the following credits
toward the Lessee Sale Price: (I) the Net I)roceeds Share which would be payable to
County in the event that a third party were to purchase the interest offered at the Lessee
Sale Price and (2) an amount which represents unpaid Annual Minimum Rent,
Percentnge Rent, and all other amounts payable under the Lease, if any (including a
provisional credit in an amount reasonably acceptable to County för any amounts that
may arise from an audit by County. but that have not yet been determined as of that date),

with late fees and interest as provided herein, from the end of thc period most recently
subject to County audit through the date oFthe purchase of the iiiterest by County. In the
ease of any unpaid rental amounts that may be tound to be owing to County in connection
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with any uncomplcted audit by County, in lieu of a provisional credit lor such amounts,
Lessee Ilay provide County with a lettcr of credit or other sccurity satisfactory to County
to sccure the payment of such unpaid amounts when lìnally determined by County.
During the terii of thc County Option, Lessee shall cause to be available to County all
books and records reasonably neccssary in order to determine the amount of such unpaid
Annual Minimum Rent Percentage Rcnt, and other amounts payable under the Lease. In
the cvent that County or its assignee exerciscs the County Option, but thc transaction fails
to c10sc duc to a failure of the parties to agree upon an appropriatc allowance fbI' such
unpaid Annual Minimum Rcnt, Pcrcentage Rent, and other amounts or appropriate
security fè)r the payment thereof, thcn County shall have no obligation to payor crcdit to
I.cssee the County Option Price.

i 1.3 Terms Binding Upon Successors, Assigns and Sublessecs. Except as othenvisc
specifically providcd for herein, each and all ofthc provisions. agreements, terms, covenants,
and conditions herein contained to be pertì.)rmed, fullì lied, observed, and kept by Lessee
hereunder shall be binding upon the heirs, executors, administrators, suceessors, and assigns of
Lessee, and all rights, privileges and benefits arising under this Lease in favor of Lessee shall be
available in favor of its heirs, executors, administrators. successors, and assigns.
Notwithstanding the fc)regoing, no assignment or subletting by or through Lessee in violation or
the provisions otthis Lease shall vest any rights in any sueh assignee or Sublessee. Any
approved assignment otthis Lease shall release the assignor of all liability arising due to actions
or omissions on or after the effective date of sudi assignment, provided the assignee assumes all
of such liability, including without limitation the obligation of assignee to cure any defaults and
delinquencies under this Lease and to pay County Percentage Rent and any othcr amounts
attributable to the period prior to the assignment, but not discovered by County or the assignce
until alter the assignment: provided, fiirther, the assignor shall not be relieved of any liability for
the payment of the Administrative Charge or the required portion of any Nci Proceeds Share or
Nct Refinancing Proceeds which arise upon such assignment as provided herein.

i 1.4 Familv Transfers. Notwithstanding any contrary provision of this Aiticlc i I, the
County's approval shall not be required, nor shall the County's rights of recapture under
subsection I i .2.4 be appl ieable. with respect to any transfer of ownership intcrests in Lessee or
in constituent entities otLessee, itsuch transfer is to a memher of the immediate laniily of the
translèror (or to a trust for the benefit ofa mcmber of the immediate family olthe transferor) for
estatc planning purposes, whether such transfer is the result of gift. devise. intestate succcssion
or operation of law.

12. ENCUMBRANCES.

12. i Financing Events.

12.1.1 Definitions. For the purposes of this Lease, including \vithoiit limitation
the provisions of Sections 4.6 through 4.8 hereof: (i) a "Financing Event" shall mean
any lìnancing or refinancing eonsul1mated by Lessee or by the holders of partnership
interests or other direct or indirect ownership interests in Lessee (colleetively,
"Ownership Interests"), whcther with private or institutional investors or lendcrs, where
such financing or rcfimmciiig is an Encumbrance (as defined below); for purposes or
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Sectioii 12. 1.2 below and Sections 4.6 through 4.8 above, a "Financing Event" shall also
include all of the foregoing actioiis involving the granting of a mortgage. deed of trust or
other security interest in a Major Sublease; and (ii) an "Encumbrance" shall mean any
direct or indirect grant, pledge, assignment, transfer, mortgage, hypothecation. grant of
control. grant of security interest, or other encumbrance, of or in all or any portion of (A)
Lessee's interest under this Lease and the estatc so creatcd (including without limitation a
direct or indirect assignment of Lessee's right to receive rents tìom subtenants) or (8)
Ownership Interests if an absolute assignment from the holder of such Ownership
Interests to the holder 0 f the Encumbrance wou Id have required County's consent under
this Lease, to a lender (upon County approval olthe Encumbrance and consummation
thereof: the "Encumbrance Holder") as security for a loan. Theterm "Encumbrance
Holder" shall also be deemed to include any and all aflliates of such Encumbrance
Holder which have succeeded by assignment or otherwise to any rights, interests or
liabilities of the l~neumbrance Holder with respect to the Encumbrance, or which have
been designatcd by the Encumbrance Holder to exercise any rights or remedies under thc
Encumbrance or to take title to the Icaschold cstate under this Lease or to Ownership
Interests, and such affliates shall enjoy all of the rights and protections given to
Encumbrance Holders under this Lease. The term "Equity Encuinbmnce Holder" shall
mean an Encumbrance Holder holding an Encumbrance with respect to Ownership
Interests.

12.1.2 County Approval Required. Lessee may, with the prior written
consent of Director, which shall not be unreasonably withheld. and subject to any specific
conditions which may be reasonahly imposed by Director, consummate onc or more
Financing Evcnt(s). Lessee shall submit to Director a preliminary loan package and
thcrca ncr a com pletc set of all proposed transaction documents in connection with eaeh
proposed Financing Event. The preliminary loan package shall include the loan
commitment (or the so-called "loan application" ilthe loan commitment is styled as a
loan appl ication) and any other documents, materials or other in rörination reasonably
requestcd by Di rector. Lessee shall have the right, but not the obI igation, to include draH
loan documents in the preliminary loan package. Director shall havc sixty (60) days
(thirty (30) days t()l the initial construction loan for the Redevelopment Work) to grant or
withhold approval ofthc preliminary loan package. Director shall havc sixty (60) days
(thirty (30) days for the initial construction loan I()r the Redevelopment Work) after
reccipt ofsuhstantially eornplete loan documents conforming to the approved preliminary
loan package in which to grant or withhold final approval otthc financing Evcnt;
provided, howevcr, that if the preliminary loan package included draft loan docuiients
then the foregoing sixty (60) day period shall be reduced to thirty (30) days. rrnot
approved by Director in writing within the foregoing periods, the proposed financing
Event shall be deemed disapproved by Director (and, if so requcstcd in writing by
Lessee), Director shall within thirty (30) days of such request deli vcr to Lessec a written

description of Director's objections to said proposed Financing Evt:nt). Lcssee shall
rcimburse County for County's Actual Cost incurred in connection with its review of the
proposcd Financing Event. One (i) copy of any and all security devices or instruments as
lìnally executed or rccordcd by the parties in connection with any approved Encumhranee
shall be filed with Director not later than seven (7) days alter the efTective date thcreof.

The same rights and obligations set forth above in this subsection 12.1.2 shall inure to the
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benclìt orand shall be binding upon any holder olOwnership Intcrests with rcspect to
any proposed Financing Event involving Ownership Interests.

12.2 Consent Requirements In The Event of a Foreclosure Transfer.

12.2. i Definitions. As used hcrein, a "Foreclosure Transfer" shall mcan any
transfer otthe entirc leasehold estate undcr this Lease or of all ofthc Ownership Interests
in I.cssee pursuant to any judicial or nonjudicial tè)reclosure or other enforcement ot
reiiedies under or with rcspect to an Encumbrance, or by voluntary deed or other transfer
in lieu thcreof. A "Foreclosure Transferee" shallmcan any transferee (including
without limitation an Encumbrance Holder) which acquires title to the entire leasehold
estatc under this Lease or to all olthe Ownership Interests in Lessee pursuant to a
Foreclosure Transfer. An "Eqnity Foreclosure Transfcree" shall mean a Foreclosure

Transferee whose acquired interest consists of all olthe Ownership Interests in Lessee.

12.2.2 Fnrcclnsurc Transfer. The consent of County shall not be rcquired \-vith
rcspect to any Foreclosurc Transler.

12.2.3 Su hscq uent Tnuisfer Bv Rncum brancc Holder. For each Foreclosure
Transfer in which the Foreclosure Transfcree is an Encumbrance Holder, with respect to
a single subs~quent transler of this Lease or the Ownership Interests (as applicable) by
such Encumbrance Holdcr to any third party, (i) County's consent to such translèr shall
be required, but shall not bc unrcasonably withheld or delayed, and the scope of such
consent (notwithstanding anything in this Lease to the contrary) shall bc limited to
County's confirmation (which must be reasonable) that the Lessee following such transfer
has slifTcient financial capability to perform its remaining obligations under this Lease as
they come due, along with any obligation of Lessee fè)l which the Foreclosure Transferee
fì'orn whom its receives such transfer is released under subsection 12.3.1 below, and (ii)
such transferec (other than a transfcrec of Ownership Interests) shall expressly agree in
writing to assume and to pcrlè)rm all ofthc ohligations under this Lease, other than
Excluded Defaults (as dctìned below). For clarification purposes, the right to a singlc
transfer under this Section shall apply to each Foreclosure Transfer in which thc
Forcclosure Transferee is an Eneiimbrancc Holder, so that therc may be more than one
"single transrer" under this Section.

12.3 Effect of Foreclosure. In the event of a Foreclosurc Transfer, thc Encumbrance

Holder shall fbrthwith give notice to County in writing of such transfer setting forth the name
and address of the Foreclosure Transferee and the eneetive date of such transfer, together with a
copy of the document by which such transfer was made.

12.3.1 Any Encumbrance Holder which is a commercial hank, savings bank,
savings and loan institution, insurancc company, pension fund, investment bank,
opportunity fund, mortgage conduit, rcal estate investment trust. commercial finance
lender or other similar financial institution which ordinarily engagi.s in the business of
making, holding or servicing coiimercial rcal estate loans, including any affilate thereof
(an "Institutional Lender"), shalL. upon becoming a Foreclosure Transferee (other than

an Equity Foreclosure Transferee), become liable to perf 01111 the full obligations or
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Lessee under this Lease (other than Excluded Defaults as defined below) accruing during
its period of ownership of the leasehold. Upon a subsequent transfer of the leasehold in
accordance with subsection 12.2.3 above. such Institutional Lender shall be automatically
relcased of any fìirther liability with respect to this Lease. other than for (i) rent
payments, propeity tax payments, reserve account payments and other monetary
obligations under speei lìc terms of the Lease that accrue solely during such Institutional
Lcnder's period of ownership of the leasehold, and Oi) Lessee's indemnilìeation
obligations under this Lease with respect to matters pertaining to or arising during such
Institutional Lender's period olownership olïeasehold title.

12.3.2 Any oilier Foreclosure Transferee li.e., other than an Institutional Lender
as provided in Section i 2.3.1 above) shall, upon becoming a Foreclosure Transferee
(other than an Equity Foreclosure Transferee), become liable to perlaI'm the full
obligations of Lessee under this Lease (other than Excluded DeHwlts), subject to possible
release of liability upon a subsequent transfer pursuLlntto Section 11.3 above.

12.3.3 Following any Foreclosure Transfer which is a transler of'the leasehold
interest under the Lease, County shall rCt:ognize the Foreclosure Transferee as the Lessee
unda the Leasc and shall not disturb its uSc and enjoyment of the Premises, and the

Foreclosure Transferee shall succeed to all rights of Lessee under this Lease as a direct
lease between County and such Foreclosure Transfcree, provided that the Foreclosure
Transferee cures any pre-existing Event of Default other than any sueh pre-existing Evcnt
of Default that (i) is an incurable non-monetary deliiult, (ii) is a non-monetary default that
can only be cured by a prior lessee, (iii) is a non-monctary default that is not reasonably
susceptible of' being eured by such transferee, or (iv) relates to any obligation of a prior
lessee to pay any Net Proceeds Share (collectively, "Excluded Defaults"), and thereafter
perforiis the full ohl igations of Lessee under this Lease. Pursuant to Section 12.3.7
below, (()lIo\ving any Foreclosure Transfer which is a transfer of Ownership Interests, the
fì.regoing rights under this Section 12.3.3 shall also inurc to the benelìt of'the Lessec.

12.3.4 No Encuiibrancc Holder shall become liable for any of Lessee's
obligations under this Lease unless and until such Encumbrance Holder bccomes a
Foreclosure Transfcree with respect to Lessee's leasehold interest under the Lease.

12.3.5 No Foreclosure Transfer. and no single subsequent transfer by an
Encumbrance Holder following a Foreclosure Transfer pursuant to subsection 12.2.3.
shall trigger (i) any obligation to pay an Administrative Charge nor any Net Proceeds
Sharc, (ii) any acceleration of the Extension Fee or Extension Fce Installment Payments
payable hy Lessee under Section 2.2 of this i .ease and Scction 4.2 otthe Option
Agreemellt, or any other iìnancial obligation of Lessee under this Lease, (iii) any
recapture right on the part of County, or (iv) any termination right undcr this Lease. Any
lOleclosure Transfer, and any single subsequent transfer by an Encumbrance Holder
following a Foreclosure Transfcr pursuant to subsection 12.2.3, shall be deemed to be
excluded from the definition of "Change of Ownership" for all purposes of this Lease.
r.or clari fication pmposes, the "single subsequent transfer" referred to above applies to
each Foreclosure Transfer in which the Foreclosure Transferee is an Encumbrance
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Holder (as more fully explained in Section 12.2.3), so that there may be morc than one
"single subsequent transfer" benefited by this Section.

'12.3.6 In the event that an Institutional Lender becomes a Foreclosure
Transferee. all obligations with respect to the construction and renovation work described
in Sections 5.1. 5.1 I or 5.14 above (othcr than any obligations to make deposits into the
Subsequcnt Renovation Fund) shall be tolled for a period of time, not to exceed twi.lvc
months. until such Institutional Lender completes a subscquent transfer or its fèircclosed
interest in thc Lease or Ov,rnership Interests, provided that such Institutional Lender is
making commcrcially reasonable and diligcntefforts to market and sell its tÌ)reelosed
interest. Nothing in this Seetion 12.3.6 shall be construcd as a limit or outside date on

any cure periods provided to Encumbrance Holders under this Lease.

12.3.7 Following a Forcclosure Transfer with respect to all of the O\'mership
Interests in Lessee. (i) any and all rights, privileges and/or liability limitations amirded to
Foreclosure Transferces in this Article 12 or any other provision of this Lcase shall also
be attordcd to Lessee from and after such Foreclosure Transfer, to the same extent as if
the Foreclosure Transferee had acquired the leasehold interest of Lessee directly and
bccaniè the Lessee under this Lease, and (ii) ifthc Foreclosure Transferee was also an
Equity Encumbrance Holder, then any and all rights, privileges and/or liability limitations
afforded to Foreclosure Transferees who arc Encumbrance Holders in this Article 12 or
any other provision of this Lease shall also be am)rdcd to Lessce from and after such
Forcclosure Transfèr, to thc same extent as ilthe Foreclosure Transferee had acquircd the
leaschold intcrcst of Lcssee directly and became the Lesscc undcr this Lease.

12.4 No Suhordination. County's rights in the Premises and this Lease. including
without limitation County's right to reccive Annual Minimum Rent and Perccntage Rent, shall
not be subordinati.d 10 the rights of any Encumbrance Holder. Notwithstanding the foregoing, an
Encumbrance Holder shall have all or the rights set forth in the security instrument creating the
Encumbrance, as approved by County in accordance with subsection 12.1.2, to the extent that
such rights are not inconsistent with the terms of this Lease, including the right to commence an
action against Lessee tor the appointment ola receiver and to obtain possession olthe Premises
undcr and in accordance with the terms of said Encumbrance, provided that all obi igations of
Lcssee hereunder shall bc kcpt current, including but not limited to the payment of rent and
curing of all def~iiits or Events of Defùult hereunder (other than Excluded Defaults or as
otherwise provided herein).

12.5 Modilcatioii or Termination of Lease. This Lease shall not he moditìed or
amended without the prior written consent in its sole discretion of each then existing
Encumbrance ilolder with respcct to Lessee's entire leaschold interest in this Lease or all of the
Ownership Interests in Lessee. Further, this Lease may not be surrendered or terniinati.c1 (other
than in accordance with the provisions of this Article i 2) without the prior written consent of
each such Encumbrance I-!older in its sole discretion. No such llodifìcation. amendment,
surrender or termination without the prior written consent of each such then existing
Encumbrance Holder shall be binding on any sueh Encumbrance Holder or any other person who
acquires title to its forcdosed interest pursuant to a Foreclosure Transfer.
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12.6 Notice and Cure Hights of Eii cum bra nee Holders and Major Sublcssces.

12.6.1 Right to Cure. Each Encumbrance Holder and Major Sublessce shall

have the right, at any time during the term of its Encumbrance or Major Sublease, as
applicable, and in accordance with the provisions of this Article 12, to do any act or thing
required of Lessee iii order to prevent termination of Lessee's rights hereunder, and all
such acts or things so donc hereundcr shall be treated by County the same as if pertÌ)rmed
hy Lessee.

12.6.2 Notice ofDetault. County shall not exercise any remedy available to it
upon the occUlrcnee of an Event of Detìmlt (other than exercising County's sell:'help
remedies pursuant to Section 13.5 or imposing the daily paymcnt set forth in Section 10.2
in the easc of cmcrgency situations). and no such exercise shall be cfTcctive, unlcss it first
shall havc given written notice of such default to each and every then existing Major
Sublessee and Encumbrance Holdcr wb ich has noti lied Director in writing of its interest
in the Premises or this Lease and the addresses to which such notice should be delivered.
Such notice shall bc sent simultaneously with the notice or notices to Lessee. An
Encumbrance Holder or Major Sublessee shallliavc the right and the power to cUle the
Event of Detau It speci lied in such notice in the manner prescribed herein. If such Event
or Events of Dc fault are so eUlcd, this Lease shall remain in full fèirce and eflèct.
Notwithstanding any contrary provision hereof. the Lender's cure rights set forth in this
Section 12.6 shall not delay or toll the County's right to impose the daily payment for
Lessee breaches set fè.1rth in Section 10.2.

12.6..3 Manlier of Curing Hefault. Events of Default may be cured by an

Encumbrance Holder or Major Sublessee in the following manner:

(a) If the Event of DeJìlilt is in the payment of rental, taxes, insurance

premiums. utility charges or any other sum olmoncy, an L:ncumbranee Holder or the
Major Sublessee may pay the same, together with any Latc Fee or interest payable
thercon. to County or other payce within thirty jìvc (35) days allcr its receipt olthe
alè)resaid notice of def~iilt. It: aller such payment to County. Lessee pays the same or
any part thereotto County, County shall relund said payment (or portion thereof) to such
Encumbrance Holder or Î\!1ajor Sublessee.

(b) 1 r the Event or Default cannot be cured by the payment of money, but is
otherwisc curable, the default may be cured by an Encumbrance Holder or Major
Sublessec as ihllows:

(i) Thc Encumbrance Holder or Major Sublessee may cure the default
within sixty (60) days alter the end of Lessee's cure period as provided in
Section 13.1 hcreol (or, i r the dclàult involves health, safety or san itation issues,
County may by written notice reduce such sixty (60) day period to thirty (30) days,
such 60 or 30 day period, as applicable, being referred to herein as the "initial cure
period"). provided, however, i i' the curing of siich default reasonably requires activity
over a longer period ottime, the initial cure period shall be extended lè)r such

additional time as may be reasonably nceessary to cure such dcf~mlt, so long as thc
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Encumbrance Holder or Major Sublessee commences a cure within the iniiial cure
period and thereafter continues to usc due diligence to perform whatever acts may be
requircd to cure thc particular default. In the event Lessee conimences to cure the
detàult within Lessee's applicable cure period and thereafter fails or ceases to pursue
the cure with due diligence, the Encunibrance Holder's and Major Sublessee's initial
cure period shul I commence upon the later otthe end of Lessee's cure period orthe
date upon whieh County notifies the Eneumbrancc Holder and/or Major Sublessee
that Lessee has failed or ceased to cure the defäult with due diligence.

(2) With rcspeet to an Encumbrancc Holder, but not a Major
Sublessee, ifbdorc the expiration ol'tlie initial cure period, said Encumbrance Holder
notitìes Couiity of its intent to commence f()rcclosure of its interest, and within sixty
(60) days aller the mailing of said notice, said Encumbrance Holder (i) actually
commences foreclosure proceedings and prosecutes the same thcreafter with due
diligence, the initial cure period shall be extended by the timc necessary to complcte
such foreclosurc procced ings, or (i i) i l' said Encumhrancc Holder is preventcd from
commencing or continuing foreclosure proceedings by any bankruptcy stay, or any
order, judgment or decree of any court or regulatory hody of conipeientjurisdiction.
and said Encumbrance Holder diligently seeks release from or reversal of such stay,
order. judgment or decree, the initial cure period shall be extended by the time
necessary toohtain such release or reversal and tliercaller to complete such
foreclosure proceedings. Within thirty (30) days after a Foreclosure Transfèr is
completed, ¡he Foreclosurc Transferce shall (if such default has not been cured)
commellce to cure, rcmedy or correct the detilUlt and thermll1er diligently pursuc such
cure until completed in the same manner as provided in subsection (a) above. The
Encumbrance Ilolder shall have the right to terminate its toreclosure proceeding, and
the cxtension of any relevant cure period shall lapse, in the event of a cure by Lessee.

12.7 New Lease.

12.7.1 Obligation to Enter Into Nc\" Lease. In the event that this Leasc is
terminated by reasons of bankruptcy, assignment for the benetìt 01' creditors, insolvency
or any similar proceedings, operation 01' law, an Excluded Default or other cvent beyond
the reasonable ability olan Encumbrance Holder to cure or remedy, or if the Lease
othel\visc terminates tor any reason, County shall, upon the written request 01' any

Encumbrance I lolder with respect to Lessee's entire leasehold estate under this Lease or
all 01' the Owncrship Interests in Lessee (according to the priority described below irthere
are multiple l::ncul1branceHolders), enter into a new lease (which shall be effective as of
the date ottermination otthis Lease) with the Encumbrance Holder or an artliate thereof
for the thcn remaining Term otthis Lease on thc same tcrms and conditions as shall then
be contained in this Lease, provided that the Encumbrance Holder cures all then existing
monetary dci~iilts under this Lease, and agrees to commence a eure of all then existing
non-monetary Events of Default within sixty (60) days alter the new lease is entered into,
and thereafter diligently pursucs such cure until completion. In no event. ho\vcvcr, shall
the Encumbrance Holder be obligatcd to cure any Excluded DeHiults. County shall notity
thc most jun ior Encumbrance Holder of a termination described in this Section 12,7
within thirty (30) days aHcr the occurrence of such termination, \vhich notice shall state
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(i) that the ¡,ease has terminated in accordance with Section 12.7 of this Lease. and (ii)
that such Encumhrance Holder has sixty (60) days following receipt of such notice within
which to excrcise its right to a new Icase under this Section 12.7, or else it will lose such
right. An Encumbrance Holder's election shall be made by giving County written notice
of such election within sixty (60) days after such Encumbrance Holder has reecived the
abovc-described written noticc (ì'om the County. Within a reasonable period afler requcst
therefor, County shall executc and return to the Encumbrance Holder any and all
documents reasonably necessary to secure or evidence the Encumbrance Holder's interest
in the new lease or the Premises. From and aller the effectivc date otthe new lease. the
Encumbrance Holder (or its alfliate) shall have the same rights to a single transfer that
arc provided in subsection 12.2.3 above, and shall enjoy all olthc other rights and
protections that are provided to a Foreclosure Transferee in this Article i 2. Any other
subscquent transfer or assignment of such new lease shall be subject to all ofthc
rcquirements of Article 11 otthis Lcase. If there are multiple Encumbrance i loldcrs, this
right shall inure to the most junior Encumbrance Holder in order of priority; provided,
howcver, i l such junior Encumbrance Holder shall accept the new lease, the priority of
each oCthe more senior Encumbrance Holders shall be restored in accordance with all
terms and conditions of such Encumbrances(s). Ifajunior Encumbrance Holder does not

elect to accept the new lease within thirty (30) days of receipt of notiee from County_ the
right to enter into a new lease shall be provided to the next most junior Encumbrance
Holder, under the terms and conditions described herein, until an Encumbrance Holder
eithcr elects to accept a Ilew lease, or no Encumbrance Holder so elects.

12.7.2 Priority of New Lease. The new lease made pursuant to this Section
12.7 shall be prior to any mortgage or other lien, charge or encumbrance on County's fee
interest in the Premises. and any future Ice mortg~igee or other future holder of any licn
on the fee interest in the Premises is hereby given notice of the provisions hereof.

12.8 Holding of Funds. Any Eneumhrance Holder with respect to Lessee's entire
leasehold interest in this Lcase or all of the Ownership Interests in Lessee that is an Institutional
Lender shall have the right to hold and control the disbursement of (i) any insurance or
condemnation procecds to which Lessee is entitled under this Lcase and that are requircd by the
terms ofthis Lease to he applied to restoration of the improvements on the Premises (provided
that stich funds shall be used fbr such restoration in accordance with the requirements of the
Lease), and (iil any funds required to be held in the Subsequent Renovation Fund. Capital
Improvement Fund and Fr&E Fund (provided that such fì.inds shall he used for the purposes
required hy this Lease). Ifmore than one such Encumbrance ¡'¡oleler desires 10 exercise the
ttm:going right, the most senior Encumbrance Holder shall have priority in the exercise of such
right.

12.9 Pai.ticipation in Certain Proceedings and Decisions. Any Encumbrance Holder

shall have the right to intervene and become a party in any arbitration, litigation, condemnation
or other proceeding alfecting this Lease. Lessee's right to make any election or decision under
this Lease with respect to any condemnation settlement, insurance settlement or restoration oj'the
Premises following a casualty or condemnation shall be subject to the prior \vritten approval of
each then existing Encumbrance Holder.
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12.10 Fec Mortgages and Encumbrances. Any mortgage. deed of trust or other
similar encumbrance granted by Couniy upon its fcc intercst in the Prem ises shall be subject and
subordinate to all of the provisions 0 f th is Lease and to all Encum brances. County shall require
each such fce encumbrancc holder to con1irm the same in writing (in a f()rm reasonably approved
by each Encumbrance Holdcr or its title insurer) as a condition to granting such encumbrance,
although the foregoing subordination shall be automatic and seif~exeeuting whether or not such

written conlìrmation is obtained.

12. I 1 No Mei"ger. Without the written consent of' each Encumbrance Holder. the
leasehold interest created by this Lease shall not merge with the fee interest in all or any portion
of thc Premises, notwirhstanding that the lee and !casdiold interests are held at any time by the
same person or entity.

12.12 Rights of Encumbrance Holders With Respect to Reversion. As used in this
Section 12.12, the "Reversion" refers to the automatic amcndment of this Lease described in
subsection 5.6.3 whereby the terms and conditions of this Lease are automatically amended in
accordance with the Reversion Amendment described in such subsection 5.6.3, and thc
"Reversion Condition" refers to the condition that causes the Reversion, namely the failure of
i .essee to substantially complete rhe Redevelopment Work on or berore the Required Completion
Date. Notwithstanding anything in subsection 5.6.3 of this Lcase to the contrary, so long as an

Encumbrance Holder exists with respect to Lessee's entirc leasehold interest in this Lease or all
of the Ownersh ip Interests in Lessee, the Reversion shall not occur un less and untj I (i) the
County has givcn written noticc of the occurrence of the Reversion Condition to each such
EncuiibranceHolder in accordance with subsection 12.6.2 (which notice shall describe the
Reversion Condition that has occurred. and shall includc the following statement in all capital
and bold letters: "YOlJR FAILURE TO COMMENCE A CURE OF THE DEFAULT
DESCRIBE IN THIS NOTICE WITHIN 60 DAYS OF YOUR RECEIPT OF THIS
NOTICE, AND TO TITEREAFTER PURSUE SUCH CURE TO COMPLETION IN
ACCORDANCE WITH THE PROVISIONS OF SUBSECTION li.6.3(b) OF THE LEASE
APPLICABLE TO NONMONETARY DEFAULTS, WILL RESULT IN AN
AUTOMATIC AMENDMENT A1\l) REVERSION OF THE TERMS OF THE LEASE IN
ACCORDANCE WITH Tim REVERSION AMENDMENT DESCIUBED IN
SUBSECTION 5.6.3 OF THE LEASE"), and (ii) no such r::neumbrance Holder commences a
cure or the default within 60 days of its receipt or such notice and thereafter pursues such cure to
completion in accordance with the provisions of subsection 1 2.6.3(b) of the Lease applicable to
nonmonetary defaults. Further, in the event that a Reversion occurs. such Reversion shall be
subject to the "new lease" provisions of Section 12.7 or the Lease (and in sueh event the
Rcversion shall be deem cd a "terniination" oftliis Lease solely lor purposes of Section 12.7 and
the "new lease" to be entered into pursuant to Section i 2.7 shall mean a new lease on the same
tcrms as this Lease. not the Existing Lease).

12. i 3 At~cclcratio" of ExtcllsionFce. So long as 0) no Event of Delault exists based
on nonpayment of an individual Extension Fcc Installment Payment payable by Lessee pursuant
to SeCton 2.2. of this Lease and Section 4.2 of the Option Agreemeni (even ifany other Event of
Detìiuit cxists that is not based on nonpayment of an individual Extension fee Installment
Payment), or (ii) if an Event of Default exists based on nonpayment or an individual Extension
rce Installment Payment, an Encumbrance Holder, Foreclosure Transferce or the single
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subsequent transferee of a Foreclosure Transferee pursuant to subsection 12.2.3 cures such Event
of Default by paying to County all past-due iiidividual Extension Fee Installment Payments
together with any defàult iiltercst and/or Late Fecs that may be owing thereon; then County shall
not dcclare the entire remaining unpaid Extension Fec immediately due and payabk. or, if
County has previously dcclarcd the entire remaining unpaid Extension Fee immediately due and
payable, County shall rescind sueh acccleration and permit thc reinstatement of the original
payment terms of the Extension Fee (i.e.. by annual Extension Fee Installment Payments).

13. HEFAULT.

13.1 Events of Dcfault. Thc f()llowing are deemed to be "Evcnts of Dcfault"

hereunder:

13.1.1 Moneta¡-" Defaults. The failure of Lessee to pay the rentals due, or
make any other monetary payments required under this Lease (including, without
limitation. Extension Fee Installment Payments or deposits to the Subsequent Renovation
Fund, Capital Improvement Fund and/or FF&E Fund), within teii (10) days ancr writtcn
notice that said payments are overdue. Lessee may cure such nonpayment by paying the
amount overdue, with interest thereon and the appl icahlc Late Fee, if any, within such ten

(10) day period.

13.1.2 Maintcnance of Sccui-ty Deposit. The failure of Lcssee to maintain
and/or replenish the Security Deposit required pursuant to Article 7 of til is Lease if not
cured within five (5) days afler written notice of such failure.

i 3.1.3 Failui'e to Perform Other Ohligations. The f~iilure of Lessee to keep,
perform, and observe any and all other promises, covenants, conditions and agreements
sct t~H'lh in this Lease, including without limitation the obligation to maintain adequate
accounting and financial records, \vithin thirty live (35) days after written notice of
Lessee's failure to perl~)ll1 from Dircctor; provided, however, that wherc Lessee's
performance of such covenant, condition or agreement is not reasonably susceptible of
completion within such thirty fìve (35) day pcriod and Lessec has in good faith
commenced and is continuing to perform the acts nccessary to pert~mii such covenant,
condition or agreemcnt within such thirty five (35) day pcriod, County will not exercise
any remedy available to it hcrcunder for so long as Lessec uses reasonable due diligence
in continuing to pursue to completion the performance such covenant, condition or
agreement and so completcs performance within a reasonable timc. Notwithstanding any
contrary provision of this Section 13. i .3, the proviso set ft1rh in thc immediately
preceding sentenee providing for an cxtension of the cure period beyond thirty five (35)
days shall not be applicable to any failure of Lessee to comply with the Required
Completion Daie set forth in Section 5.1 above (as such date may be extended pursuant to
such Section 5.1, and subject to Section 12. I 2).

13.1.4 Non usc of Premises. The abandonment, vacation, or discontinuance of

use ofthc Premises, or any substantial portion thereof,ft)r a period otthirry live (35)
days, except when prevented by Forec Majeure or when closed for renovations or repairs
required or permitted to be made under this Lease; provided, however, the termination of
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opcrations in a ponion or the Premises by a Sublessce shall not constitute an Evcnt of
DcfÌlult under th is Section 13. 1.4 i r Lessee uses its best efforts to reeovcr possession of
such portion of thc Prem iscs from such Sublessee and to re-sublease such portion of the
Premises to another Sublessee as soon as possible; provided, flirther. that except as
provided below operations in such portion of the Premises in accordancc with this Lcase

must recommencc no latcr than onc hundred eighty (180) days following the date that
operations in such portion ofthc Prcmiscs first terminated. The one hundred eighty (180)
day period set forth in the immediately prcccding sentence shall be tolled for delays
incurred by Lessee beyond such one hundred eighty (180) day period in recovery of
possession orthe Premises due to the Sublessce's bankruptcy or contest ofunlawfìil
detainer proceedings, as long as Lessec diligently continues to prosecute its action to
'recovcr possession or the Premises. In addition, notwithstanding any contrary provision
of tliis subsection 13.1.4, an Event of Ddault shall not be triggered undcr this subsection
13.1.4 due to thc tcrmination of opcrations by a Sublessee as long as (i) Lessce diligcntly
attempts to re-open thc subject space as soon as reasonably possible and the subject space
is re-opened tor busincss not latcr than three hundrcd sixty fìve (365) days after the date
that such operations were closed, and (ii) during any period between the end of the one
hundred eighty (180) day pcriod set forth above in this subsection 13.1.4 (as such period
may be extended as provided above) and the date that the subject portion of the Premises
is re-opcned for busincss, I.cssce pays County Percentage Rent for such space based upon
an imputcd Gross Rcccipts for such space equal to the actual Gross Receipts for such
space during the onc year period prior to thc closure of business fbI' such space.

Any notice required to be given by County pursuant tò subscctions 13. 1.1 through and including
i 3.1 .3 shal I be in add ition to, and not in lieu 0 I~ any notice req u i rcd under Sect ion I 1 61 of the
California Code of Civil Procedure.

13.2 Limitation oll Eycnts of Hefault. Lesscc shall not be considered in default as to
any provision of this Lease when such default is the result of or pursuant to, any proecss. order,
or decree of any court or regulatory body or competent jurisdiction, or any othcr circumstances
which are physically impossible to curc providcd Lcssec uses due diligence in pursuing whatcver
is required to obtain release from or rcversal of such process, order, or decree or is attcmpting to
remedy such otht:r circumstances prcvcnting its pcrfbrniance.

13.3 Remedies. Upon thc occurrence of an Event of Detìnilt, and subject to the rights
or any Encumbrance Holder or Major Sublessee to cure such Event of Default as provided in
Section 12.6 hereot~ County shall have, in addition to any other remedies in law or cquity. thc
following remedies which are cumulativc:

13.3. i Tcrminate Lease. County may tcrminatc this Lease by giving Lessce

written noticc ofterinination. On the giving of the not icc, all Lessee's rights in thc
Premises and in all Improvements shall terminate. Promptly aftcr notice oftcrminatiotl.
Lessee shall surrender and vacate the Premises and all Improvements in broom-clean
condition. and County may re-enter and takc posscssion of the Prcmises and all
remaining Improvements and, except as otherwise specifically provided in this Lease,
ejcct all parties in possession or eject some and not others, or cject none. Termination
under this subsection shallilot relieve Lessee fì'om the payment of any sum thcn due to
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County or from any claim lor damages against Lessee as set forth in subsection 13.4.3, or
from Lessee's obligation to remove Improvements at County's election in accordance
with Article 2. County agrees to use reasonable efforts to mitigate damages, and shall
pcrmit such access to the Premises as is reasonably necessary to permit Lessee to eol1ply
with its removal obligations.

13.3.2 Kccp Lease in Effect. Without terminating this Li.asi.. so long as
County does not deprive Lessee of legal possession oftlie Prcmisi.s and allows Lessee to
assign or sublet subject only to County's rights set forth herein. County may continue this
Lease in effect and hring suit from time to time for rent and other Stll1S due, and for
Lessee's breach of other covenants and agreements herein. No act by or on behalf of
County under this provision shall constitute a termination of this Lease unless County
gives Lessee written noticc of termination. It is the intention of the parties to incorporate
the provisions of California Civil Code Section 1951.4 hy mcans oftliis provision.

13.3.3 Te..mination FolIowing Continuance, Even though it may havi. kcpt
this Lease in effect pursuant to subsection 13.3.2, thereafter County may elect to
terminate this Lease and all ofLessce's rights in or to the Premises unless prior to such
termination Lessee shall have cured the Event olDetàult or shall have satisfied the
provisions of Section 13.2, hereof. County agrees to use reasonable efforts to mitigate
damages.

i 3.4 Damages. Should County elect to terminate this Lease under the provisions of
the foregoing Section, County shall be entitled to recover from Lessee as damages:

13.4.1 Unpaid Rent. The worth, at the time of the award, of the unpaid rent
that had heen earned at the time 0 f term i nation of th is Lcase;

13.4.2 Post-Termination Rent. The worth, at the time of the award, of the
unpaid rent that would have been earned under this Lease aner the date ofteriiination 01'
this Lease until the date Lessee surrenders possession oftlie Premises to County; and

13.4.3 Otht.... Amounts. The amounts necessary to compensate County for the

sums and othcr obi igat ions wh ich under the terms 0 f tli is l"ease become due prior to,
upon or as a result ofthe expiration of the Term or sooner termination of this Lease.
including without liiiitation, those aiiouiiis of unpaid taxes, insurance premiums and
utilities lor the time preceding surrender of possession, the eost ofrcmoval ofnibble,
debris and other above-ground Improvements. attorney's fees, court costs, and unpaid
Administrative Charges, Net Proceeds Shares and Net Refìnancing Proceeds.

13.5 Othci's' I~iglit to Cure Lessec's Dcfault. County (and any Encumbrance Holder

or Maior Sublessee, as provided in the last sentence of this section), at any time after Lessee's
i¿iilure to perform any covenant, condition or agreement contained herein beyond any applicable
notice and cure period, may cure such i¿iilure at Lessee's cost and expense. If, af1er delivering to
Lessee two (2) or more written notices with respect to any such del~iilt, County at any time. by
reason or Lessee's continuing fàihire. pays or expends any sum, Lessee shall immediately pay 10
County the lesser orthc following amounts: (I) twice the amount expended by County to cure
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such default and (2) the amount expended by County to cure such del1lult, plus one thousand
dollars ($1,000). To the cxtent practicable, County shall give any Encumbrance Holders or
Major Sublessees.the reasonable opportunity to cure Lessee's dennilt prior to County's
expcnditure of any amounts thereon.

13.6 Default by Count\'. County shall be in default in the pCrf0l11anCe of any
obligation required to be pcrl(lrned by County under this Lease ifCounty has làilcd 10 perform
such obligation within thirty (30) days atter the receipt of notice from Lessee spceifying in dctail
County's tìiilure to perform; provided, however, that i I' the nature of County's obligation is such
that more thaii thirty (30) days arc required fix its pertormance, County shall not be deemed in
default ilït shall commence such performance within thirty (30) days and thereatler diligcntly
pursues the same to completion. Lessee shall have no rights as a result of any defliult by County
until Lessec gives thirty (30) days notice to any person or entity having a recorded security
intercst in County's fcc title to thc Premises whose identity and addrcss have been disclosed in
writing to Lessee. Such person or entity shall then have the right to cure such default. and
County shall not be deemed in default if such person or cntity cures such delimIt within thirty
(30) days afìcr receipt of notice of the default, or such longer time as may be reasonably
necessary to cure the default. Notwithstanding anything to the contrary in this Lcasc. County's
liability to Lessee f()r damages arising out olor in connection with County's breach of any
provision or provisions of this Lease shall not excecd the value of County's equity interest in the
Premises and its right to insurance proceeds in connection with the policies required under
Article 9 hereof During any period that County is in delàult of its obligation to pay a sum of
moncy to I,essee, any amount of money that may be owed by Lessee to County (but not iii
excess of the undisputed amount of money owed by County to Lessee tor which County is in
deüiult) shall not accrue interest or late charges during such pcriod as County remains in dcf~iult
of its obligation to pay Lessee siich sum of money.

14. ACCOUNTING.

14.1 Maintenance of Records and Accounting Method. In order to determine the
amount of and provide for the payment of the Annual Minimum Rent, Pcrcentage Rent,
Administrative Charge, Net Proceeds Share, Net Rc1ìnancing Proceeds and other sums due under
this Lease, Lessee and all Sublcssees shall at all times during the Term of this L.ease, and for
thirty six (36) months thereafter, keep, or cause to be kept, locally, to the reasonable satisiaction
of Director, true, accurate, and complete records and double-entry books of account for the
current and fìvc (5) prior Accounting Years. such records to show all transactions relative to the
conduct of operations, and to be supported by data,oforiginal entry. Such records shall detail
transactions conducted on or from the Prcm ises separate and apart from those in connection with
Lessee's (or sublessee's or licensee's, as appropriate) other business operations, ifany. With
respect to the caleu lation of' Gross Receipts and the prcparation of the rcports and maintenance of'
records rcquired herein, Lessce shall utilize either: (i) the accrual method of accounting, or (ii) a
modified accrual method of accounting. modified in that (A) expenses arc accrued on an
approximate basis each month during the lìscal year with full accrual treatment for the full fiscal
year fìnancial statements, and (8) Gross Receipts are repoiied monthly on a cash basis with !ùll
reconci liation to accrual treatment on the anIlual statement of Gross Receipts, and (C)
depreciation is calculated all a tax basis rather than a ClAAP basis.
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14.2 Cash Hcgisters. To the extent retail sales are conducted on the Premises. or other
cash or credit sales of goods or services are conducted, all such sales shall be recorded by mcans
of cash rcgisters or computcrs which automatically issue a customer's receipt or certify the
amount recorded in a sales slip. Said cash registers shall in all cases have locked-in sales totals
and transaction counters which are constantly accumulating and which cannot in either case, be
resct, and in addition thcreto, a tape (or other equivalent security mechanism) located within the
rcgister Oil which transaction numbers and sales details are imprinted. Beginning and ending
cash register readings shall be made a matter ofdaily record.

Lessee shall eausc to be implemented point of sale systems which caii accurately verify
all sales f()I audit purposes and customer review purposes, which system shall be submitted to
the Director in advance of installation f()r his approval, which approval or disapproval shall not
be unreasonably withheld or delayed.

Lessee's obligations set forth in this Section 14.2 include Lessee's obligation to insure
that Lessee's sub lessees, licensees, perm ittees, concessionaires and any other occupants of any
portion oftlie Premises kecp records sufficient to permit County and County's auditors to
determine the proper levels of Annual Minimum Rent, Percentage Rent, Administrative Charge,
Net Proceeds Share. Net Refinancing Proceeds and other sums due under this Lease.

14.3 Statement; Payment. No later than the fifteenth (15th) day of each calendar
month, Lessee shall render to County a detailed statement certified by Lessee's chieflinancial
onicer showing Gross Receipts during the preceding calendar month, along with a calculation in
such detail as reasonably acceptable to County of any other amounts to be calculated under
Sections 4.2 through 4.8 inclusive. Lessee shall accompany same with remittance of any amount
required to be paid by Lessee under such Sections 4.2 through 4.8.

14.4 Availabilty of Records for Inspector's Audit. Books of account and records

tör the then eUlrent and five (5) prior Accounting Years as hereinabove reqiiircd shall bc kept or
made availahle at the Premises or at another location \vithin Los Angeles County, and County
and other governmental authorities shall have the right at any reasonable times and on reasonable
prior notice to examine and audit said books and records, without restriction, for the purpose of
determining (he accuracy thereof and of the monthly statements of Gross Receipts derived from
occupancy of the Premiscs and the compliance of Lessee "vith the terms of this Lease and other
governmental requirements. This Section i 4.4 shall survive the expiration of the Term or other
termination of this Lease f~)r thirty six (36) months after such expiration or termination.

14.4.1 Entn by County. Upon atleasl one (I) business day advance notice.
County and its duly authorized representatives or agents may enter upon the Premises at
any and all reasonable times during the Term of this Lease lor the purpose of determining
whether or not Lessee is complying with the terms aiid conditions hereof, or for any other
purpose incidental to the rights of County.

14.5 Cost of Audit. In the event that, ior any reason, Lessee does not make available
its (or its sublessee's or licensee's) original records and books of account at the Premises or at a
location within Los Angeles County, i ,essee agrees to pay all expenses incurred by County in
conducting any audit at the location where said records and books of account are maintained. In
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the eveiitthat any audit discloses a discrepancy in County's favor of grcatcr tluii two percent
(2%) of the revenuc due County for the period audited, then Lessee shall pay County audit
contnict costs, together with the amount of any identi ned deficiency, with interest thereon and
Late Fcc provided by Sed ion 4.5.

14.6 Additional Accounting Methods. County may require the installation ofnny
additional accounting mcthods or machines which arc typically used by major hotel manngement
companies and which County rcasonably decms necessary if the system then being used by
Lessee does not adequately verify sales for audit or customer rcccipt purposes.

14.7 Accounting Year. The term "Accountiiìg Year" as used herein shall mean each
calendar yéar during the Terni.

14.8 Annual Financial Statements. Within six (6) inonths ancr the end of each
Accounting Year, or at Lessee's election, at1cr the completion of Lessee's fiscal year, Lessee
shall fum ish to County a set of audited and certified financial statements preparcd by a Certified
Public Accountant who is a member of the American Institute of Certi fjed Publ ic Accountants
and is satisl~iciory to County, setting förth Lessee's linancial condition and thc rcsult of Lessee's
operations for such Accounting Year and shall include a certi lìcation of and ungual iticd opinion
concerning Lessee's Gross Receipts (including a bn.'akdowii by category). All financial
statemcnts prepared by or on behal t of Lessee shall bc prepared in a manner that permits County
to determine the financial results of operations in connection with Lesscc's activities at, from or
relating to the I)remises. not.,vithstanding that Lessee may have income and expenses (j'om other
activities unrelatcd to its activities on thc Premises.

14.9 Accounting Obligations of Sublessees. Lessee shall cause all sub lessees,
licensees, concessionaires and others cönductiiig business operations on or fi'om the Premises to
comply with all terms of this Article i 4 with respect to the maintenance, form, availability and
methodology of accounting records.

14.10 Inadeyuacv of Records. In the eventthat Lcssee or its sublessees, licensees or
concessionaires, as appropriate, fbils to keep the records required by this Article i 4 such that a
Certified Public Accountant is unable to issue an unqualil1ed opinion as to Cìross Receipts, such
I¡iilure shall be dccmcd a breach of this Lease by Lessee. In addition to the other remedies
available to County at law or equity as a result of such breach, County may prepare a calculation
otthe Percentage Rent payable by Lessec during the pcriod in which the accounting records
were inadequately maintained. Such calculation may be based on the past Gross Receipts levels
on or (j'om the Premiscs, the past or prescnt level of Gross Rcceipts experienced by tenants of
comparable leaseholds in Marina del Rey with comparable husiness operations, or any other
method as reasonably deterl1incd by Director and shall utilize sueh mcthodology as Direetor
deems rensollable. Within five (5) days alter rcccipt otCounty's determination ofPerccntage
Rent due, if any, Lessee shall pay such Percentage Rent, together with a late fee of six percent
(6%) and interest to the date ofpayrncnt at the Applicable Rate fi'om the date upon which each
unpaid installment of Percentage Rent \'I!as duc, togethcr with County's Actual Cost in
coiinection with the attempted audit of the inadequate records and the rcconstruction and
cstimation of Gross Receipts and the calculation of Percentage Rent due.
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15. MISCELLANEOUS.

15.1 Quiet En joymcnt. Lessee, upon perform ing its obI igations hercunder, shallliave
the quict and undisturbed posscssion oCthe Premises throughout the Term of this Lcase, suhjeet,
however. to the terms and conditions olthis Lease.

15.2 Time is of the Essencc. Except as specifically otherwise provided for in this
Lease, time is of the essence of this Lease and applies to all times, restrictions, conditions, and
limitations contained herein.

15.3 County Costs. Lessee shall promptly reimburse County for thc Actual Costs
incurred by County in the review, negotiation, preparation and documentation of this Lcase and
the term shects and memoranda that preceded it. As of the EHective Date, the parties
acknowledge that Lessee has an unapplied deposit balance of Seven Thousand Seven Hundred
One and 33/100 Dollars ($7,701.33) on account with County available for application against
Actual Costs lör whieh County had not been invoiced as of April 3, 2009. Within nincty (90)
days after the Effèctive Datc, County shall deliver to Lessee a report detailing any such
expcnditures (along \vith invoice summaries or other supporting documentation) for which
Lessee has no! previously been invoiccd.

15.4 Counh' Disclosure and Lcssee's \VaI\'cr.

i 5.4. J Disclosures and Waiver.

15.4. i.l "AS IS". Lessee acknowledgcs that it is currently in possession
otthe Premises and that Lessee or its predecessor-in-interest has continuously
occupied and/or managed and operated the Premises sinec 1963. Lessee acccpts the
Prcmises in their present condition noiwithstanding the fact thai there may bc certain
defects in the Premises, \vhether or not known to either party to this Lease, at the time
oCthe execution of this Lease by Lessee and Lessec hcrcby rcprcsents that it has
performed all investigations nccessary, including without limitation soils and
engineering inspections. in connection with its acceptance otthe Premises "AS IS".

15.4. 1.2 Lessee acknowledges that it may incur additional engincering
and construction costs above and bcyond those contemplated by either party to this
Lease at the timc of the execution hercof and Lessee agrees that, it wi ii make no

.dcmands upon County tör any construction, alterations, or any kind olïabor that may
be necessitated in connection therewith.

15.4. i .3 Lessee hereby waives, withdraws, releases, and relinquishes any
and all claims. suits, causes of action (other than a right to terminate as otherwise
provided in this Lease), rights of rescission, or charges against County, its of/cers.
agents, employees or volunteers which Lessee now has or may have or asserts in the
future which are based upon any defects in the physical condition of the Premises and
the soil thereon and thereunder, regardless of whether or not said conditions were
known at the time otthe execution of this instrument. The waiver and release set
forth in this subsection 15.4.1.3 (i) shall not apply to the Excluded Conditions, and
(ii) shall not alter the parties' rights and obligations under the Existing Lease with

i0950.1~.8 92

#39 of JUN 16,2009



respect to any environmental conditions existing on the Premiscs as ofthe Eflectivc
Date.

15.4.1.4 California Civil Code Section 1542 provides as follows:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOES NOT KNOW OR
SUSPECT TO EXIST IN HIS FAVOR AT THE TIME OF
EXECUTING THE RELEASE, WI--lCH IF KNOWN BY HIM
MUST HA VEMA TERIALLY AFFECTED L.LIS
Sl-:TTLEMENT wlTii THE DEBTOR.

By initialing this paragraph. Lessee acknowledges that it has read, is familiar with.
and waives the provisions of California Civil Codc § 1542 set forth above. and agrees
to al i of the provisions or subsect on 15.4.1.3 above.

Lessee's ~itials

i 5.4.2 Right of Offset. Lessee acknowledges that the rent provided for in this
Lease has been agreed upon in light of Lessee' s construct ion, maintenance and repair
obligations sct forth herein. anti' notwithstanding anything (0 the contrary provided in this
Lease or by applicable law, Lessec hcrcby waives any and all rights, if any, to make
repairs at the expense of Couniy and to deduct or off'ict the cost thereof from the Annual
l'vlinimuin Rent, Monthly Mil1imuirRenl. Percentage Rent or any other sums due County
hereunder.

15.5 Holding Over. If Lessee holds over aller the expiration ofthc Tcrm for any
cause. with or without the express or implicd conscnt of County, such holding over shall be
deemed to be a tenancy from iionth-to-iionth only, and shall not constitutc a rcnewal or
cxtension of the Tcrm. During an)' such holdover period, the Minimum Monthly Rent and
Percentage Rent rates in effect at the end ofthc Tcrm shall be inereascd to oiie hundred t\,,'enty-
lì ve percent (125%) of slIch rrcviously effective amounts. Such holdover shall othcrwise be
sul~jcct to the same terms, conditions, restrictions and provisions as herein contained. Such
holding ovcr shall include any time employed by Lessee to remove machines, appliances and
othcr equipment during the time rcriods herein providcd for such removaL.

Nothing coiitained herein shall be construed as consent by County to any holding over by
Lessee, and County expressly reserves the right to require Lessee to surrender possession of the
Premises to County as provided in this Lease upon the expiration or other termination of this
Lease. The provisions otthis Section 15.5 shall not be deemed to limit or constitute a waiver of
any other rights or remedies of County provided at law or in equity. If Lessee fails to surrender
the Premises upon the terniination or expiration ofihis Lease, in addition to any other liabilities
to County accruing therefì'oni, Lessee shall protect, defend, indemnify and hold County harmless
fi'oin all losses. costs (including reasonable attorneys' fees), damages, claims and liabilities
resulting li'om such failure, including, without limitation. any claims made by any succeeding
tenant arising Ii'om such failure to surrender, and any lost profits to County resulting thereli'orn.
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provided that County notifìes Lessee that Lessee's tililure to timely surrender the Prcmises will
calise County to i Ilcur such lost protìts.

15.6 \Vaiver ofConùitions or Covenants. Excepi as stated in writing by the waiving
party, any waiver by cither party of any breach of any onc or more of the eovcnants, conditions,
ierms, and agreements of this Lease shall not be construed to be a waiver orany subscquent or
other brcach otihc same or of any other covenant. condition. term, or agreement of this Lease,
nor shall failure on the part ofcithcr party to require exact full and complete compliance with
any orthe covenants, conditions, terms, or agrcements of this Lease be construed as in any
manner changing the ierms hereof or estopping that party from en lè)l'cing the ttlll provisions
hereof: nor shall the terms of th is Lease be changed or altered in any manner whatsoever other
than by written agreement otCounty and Lessee. No delay, failure, or omission orCounty to re-
enter the Prcmises or of eithcr party to exercise any right, power, privilege, or opLion, arising
from aiiy default, nor any subsequent acceptance orrent then or thereafter accrued shall impair
any such right, power, privilcgc, or option or be construed as a waiver of or acquiescence in such
default or as a relinquishment of any right. No noticc to Lessee shall be rcquired to restore or
revive "time of the essence" alter the waiver by County otany delault. Except as specifically
provided in th is Lease, no option, right power, remedy, or privilege of either party shall be
construed as being exhausted by the exercise thereof iii one or more instances.

i 5.7 Remedies Cumulative. The rights, powers, options, and rcmedies given County
by this agreement shaii be cuiiulative except as otherwise speci lieally provided lè)r in this Lease.

15.S Authorized Right ofEntn'. In any and all cases in which provision is made
herein Iix term inatioii of this Lease, or for exercise by County of right of entry or re-entry upon
the Prcmiscs in the case of an Event of Default, or in case of abandonment or vacation of thc
Premises by Lessee, Lcssee hereby irrevocably authorizes County to enter upon thc Premises and
remove any and all persons and property whatsocver situated upon the Premises and place all or
any portion of said property, except such property as may be forfeited to County, in storage for
the account or and at the expense of Lessee.

Except to the extent arising out of or caused by the gross negligence or wi II ¡hI
misconduct of County. Lessee agrees to indemnify, dcfend and save harmless County !i'om any
cost, expense. loss or damage arising out of or caused by any such entry or re-entry upon the
Premises in the case of an Evcnt of Default. including the removal of persons and property and
storage of such property by County and its agents.

15.9 Place ofPavment and Filng. All rentals shall be paid to and all statements and
reports herein rcquired and other items deliverable to County hereunder shall be filed with or
delivered to the Department Checks, dndìs, letters of credit and money orders shall be made
payable to the County of Las Angcles.

15.10 Service of Written Notice or Process. Any notice required to bescnt under this
Lease shall bc in compliance with and subject to this Section i 5.1 O. If Lessee is not a resident of
the State of California, or is an association or partncrship without a member or partner resident
of said Statc. or is a t()rcign corporation, Lessee shall tì Ie with Director a designation of a natural
person residing in the County of Los ¡\ ngeles, State of Cal it~)i1ia, or a service company, such as
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C'l Corporation. \vhich is authorized to accept service, giving his or its name, residence, and
business address, as the agent of Lesseeihr the service of process in any court action between
Lessee and County, arising out 01'01' based upon this Lease, and the delivery to such agent of
written notice or a copy of any process in slIch action shall constitute a valid service upon
Lessee.

i r ièlr any reason service of such process upon such agent is not possible. then any otlccr
of Lessee may be personally served with such process outside of the State of California and such
service shall constitute val icl service upon Lessee; and it is further expressly agreed that Lessee is
amenable to such process and submits to lhejurisdiction ofthc court so acquired and waives any
and all objection and protest thereto.

Written notice addressed to i ,essec at thc addresses below-described, or to such other
address that Lessee may in writing ¡¡Ie with Director. shall be deemed suffcient ifsaid notice is
delivered personally, by teleeopy or facsimile transmission or, provided in all cascs therc is a
return rcceipt requcsted (or other sim i lar evidence of delivery by overii ight del ivery service) and
postage or other delivery charges prepaid, by registered or ecrtilìed mail posted in the County or
Los Angeles, California, Fcdcral Express or DJ.IL, or such other services as Lessce and County
may mutually agree upon Iì'om time to time. Each notice shall be deemed receivcd and the timc
period iör which a response to any such noticc must be given or any action taken with respect
thereto (including cure of any prospective Event of Dctàult) shall commence to run from the date
of actual receipt of the notice by thc addressee thereof in the casc of personal delivery, lelecopy
or facsiiii Ie transm ission i l before 5 :00 p.m. on rcgular business days, or upon the expiration of
the third (3rcl) business day alter such notice is sent from within Los Angeles County in the case
of such registercd or certified mail as authorized in this Section.

Copies of any written notice to Lessee shall also be simultaneously mailecl to any
Encumbrance I-oldcr.Major Sublessec or encumbrancer OfSllCh Mt~or Sublessee of which
County has been givcn written notice and an adclrcss for servicc. Notice given to Lcssee as
provided lor herein shall be effectivc as to Lessee notwithstanding the lìlilure to send a copy to
such Encumbrance Holder, Major Sublessee or encumbranccr.

As of the date of execution hereof. the persons authorized to receiYC notice on behalf of

County and Lessec are as follows:

COUNTY: Director
Department of Beaches and Harbors
L.os Angeles County
13837 Fiji Way
Marina del Rey, California 90292
Phonc: 310/305-9522
Fax: 310/821-6345

With a Copy to: Ottce of County Counscl
Los Angeles County
500 West Temple Street
Los Angcles, Cali/èlrnia 90012
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i\ttn: County Counsel
Phone: 2 13/974-I 801
Fax: 213/617-7182

LLSSIT.: Marina Del Rey lnnvestors
1933 CLiff Drive, Suite I
Santa Barbara. CA 93 1 09
Ann: Thomas J. Gamble
Phone: 805/957-0095
Fax: 805/957-0082

With a Cov to: Cox. Castle & Nicholson LLP
2049 Century Park East
28th Floor
Los Angeles, Califorri in 90067
Attention: Ira J. Waidman, Esq.
Phone: 310/277-4222
Fax: 3 10/277-7889

Either party shall have the right to change its notice address by written notice to the other party
of such change in accordance with the provisions of this Section [5.10.

15.11 Interest. In any situation where County has advanced sums on behalf of i.csscc
pursuant to this Lease. such sums shall be due and payable within five (5) days after Lessee’s
receipt of written demand, together with interest at the Applicable Rate (unless another rate is
specifically provided herein) from the date such sums were first advanced, until the time
payment is received. In the event that Lessee repays sums advanced by County on Lessee’s
hchalfwith interest in excess of the maximum rate permitted by Applicable Laws, County shall
either refund such excess payment or credit it against subsequent installments of Annual
Minimum Rent and Percentage Rent.

15.12 Captions. i’he captions contained in this Lease are for informational purposes
only. and are not to be used to interpret or explain the particular provisions of this Lease.

1 5. 13 Attnrnevs’ Fees.. In the event of any action, proceeding or arbitration arising out
ofor in connection with this Lease, whether or nor pursued to judgment. the prevailing party
shaH be entitled, in addition to all other relicE to recover its costs and reasonable attorneys’ fies,
including without limitation reasonable attorneys fees tbr County Counsel’s services where
County is represented b the County Counsel and is the prevailing party, and also including all
fees, costs and expenses incurred in executing, perfecting, enforcing and coflecting any
judgment.

15.14 Amendments. This Lease may only be amended in writing executed by duly
authorized officials of Lessee and County. Notwithstandin the foregoing, Director shall have
the power to execute such amendments to this I ease as are necessary to implement any
arbitration judgment issued pursuant to this Lease. No amendment. other than one implemented
through an arbitration judgment. shall be binding upon an Encumbrance Bolder as to which

96

#39 of JUN 16, 2009



County has been nocilied in writing, unless the consent of such Encumbrance holder is obtained
with respect to such amendment.

1515 Time For Director Approvals. Except where a different time period is
specifically provided thr in this Lease, whenever in this Lease the approval oh Director is
required. approval shall be deemed not given unless within thirty (30) days after the date of the
receipt of the wntten request for approval trom Lessee. Director either (a) approves such request
in writing, or (h) notifies Lessee that it is not reasonably possible to complete such review within
the thirty (30)—day period, provides a final date for approval or disapproval by Director (the
“Extended Time”) and approves such request in writing prior to such Extended Time. If Director
does not approve such request in writing within such Extended Time, the request shall be
deemed to he disapproved. Iil)irector disapproves a matter that requires its approval under this
Lease, then Director shall notify Lessee in writing of the reason or reasons fbr such disapproval.

1516 Time For County Action. Notwithstanding anything to the contrary contained in
this lease, wherever Director determines that a County action required hereunder necessitates
approval from or a vote olone or more of County’s boards or commissions or County’s Board of
Supervisors, the time period for County performance of such action shall he extended as is
reasonably necessary in order to secure such approval or vote, and County shall not be deenied to
be in default hereunder in the event that it fails to perform such action within the time periods
otherwise set forth herein.

15.17 Esioppel Certificates. Each party agrees to execute. within ten (10) business
days after the receipt of a written request therefor from the other party, a certificate stating: (i)
dial this Lease is in full force and effect and is unmodified (or stating otherwise, iftrue) (ii) that,
to the best knowledge olsuch party, the other party is not then in default under the terms of this
Lease (or stating the grounds for default if such be the case); and (iii) ilrequested. the amount of
the Security Deposit. Annual Minimum Rent, Percentage Rent and other material economic
terms and conditions f this Lease. Prospective purchasers. Malor Sublessees and lenders may
rely on such statements.

15.18 Indemnity Obligations. Whenever in this Lease there is an obligation to
indemnify, hold harmless and/or defend, irrespective of whether or not the obligation so
specifies, it shall include the obligation to defind and pay reasonable attonicy’s fees, reasonable
expert fees and court costs.

15.19 Controlled Prices. Lessee shall at all times maintain a complete list or schedule
ottlie prices charged for all goods or services, or combinations thereof, supplied to the public on
or from the Premises, whether the same are supplied by Lessee or by its Sublessees, assignees.
concessionaires, permittees or licensees. Said prices shall he fair and reasonable, based upon the
following two (2) considerations: first. that the property herein demised is intended to serve a
public use and to provide needed facilities to the public at fair and reasonable cost; and second,
that Lessee is entitled to a thir and reasonable return upon his investment pursuant to this Lease.
In the event that Director notifies Lessee that any of said prices are not fair and reasonable,
Lessee shall have the right to confer with Director and to lustily said prices. IE after reasonable
con1Ircncc and consultation, Director shall determine that any of said prices are not fair and
reasonable, the same shall be modified by Lessee or its Suhiessees, assignees, concessionaires,
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pcrmitlees or licensees, as directed. lessee may appeal the determination of Director to the
Board, whose decision shall he final and conclusive. Pending such appeal, the prices fixed by
Director shall be the maximum charged by Lessee.

15.2() Waterfront Promenade. As part of the Redevelopment Work Lessee shall
construct waterfront improvements at Marina Beach. including a boardwalk and other pedestrian
attractions with landscaping, lighting, seating. fencing and other improvements ((lie
“l’roincnadc”) in accordance with the E)evclopnient. Plan, the Local Coastal Plan and Marina del
Rey design guidelines. County hereby reserves a public easement for access over and USC of the
Promenade for fire lane uses, pedestrian purposes and such other related uses (including, if
approved by County bicycling, rollerhlading and the like) as may he established by the County
from time to time, all in accordance with such rules and regulations as are promulgated from
time to time by the County regulating such public use. Lessee shall he responsible for the
maintenance and repair oldie Promenade in accordance with commercially reasonable
maintenance and repair standards for the Promenade established by the Count’ from time to time
on a nondiscriminatory basis. The exact legal description of the Premises encumbered by the
public easement reserved herein shall he established based upon the final as—built drawings for
the Promenade to he delivered by Lessee upon the completion thereof in accordance with the
terms and provisions of Article 5 of this Lease. At the request of either party such legal
description shall he recorded in the OFficial Records of the County as a supplement to this Lease.

15.21 Lessee Responsibility for Marina Beach Public Improvement Costs. In
addition to the Promenade improvements to he constructed by Lessee, County contemplates the
development of certain public improvements, alterations and amenities to Marina Beach,
including without limitation. facilities, public restrooms, showers, playground equipment
and other amenities (“Marina Beach Improvements”). Lessee shall be responsible for rwenty
five percent (25%) of all costs (including hard, soft and related costs) incurred in connection with
the development, design, permitting, installation and construction of (lie Marina Beach
Improvements; provided, however, that Lessee’s share of such costs shall not exceed One
I lundred Filly Thousand Dollars (SI 50.000.00). adjusted annually w retied any percentage

increase in the ENR Index during the period between the CO [)atc and the date of the payment of
Lessee’s share olsuch costs to County. Lessee shall pay its share of the Marina Beach
Improvement costs described above within thirty (30) days after receipt of written notice tram
County. Lessee shall he entitled to a credit against the remaining unpaid Extension Fee
Installment Payments in an aggregate amount of fifty percent (50%) of the amounts paid by
Lessee under this Section 15.21. lithe aggregate amount of the remaining Extension Fee
Installment Payments is less than the credit to which Lessee is entitled hereunder. then Lessee
shall lie entitled to otiset the shortfall against the Marina Beach improvement cost
reimbursement amount otherwise required to be paid by Lessee.

15.22 Storm I)rain System. ‘IThe construction drawings and drainage plan for the
Redevelopment Work provide 11w the connection by Lessee to an existing ow-f1ow diversion
storm drain system owned by Counw. the catch basin for which is located in the Promenade
between the Premises and Mother’s Beach. Such storm drain system. including all
improvements, facilities and equipment pertaining thereto, is referred to herein as the “County
Storm Drain System.” Lessee shall install a filtration system approved by County intended to
filter storm water or other drainage from the Premises that enters the County Storm Drain
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System. Lessee shall maintain the filtration system in good working order. Lessee shall make

no material alterations or modifications to the filtration system without the approval of County,

which approval shall not be unreasonably withheld or delayed.

Certain portions of thc County Storm Drain System, including without limitation, the

catch basin and storm drain cover, are located in an area designated for emergency vehicle

response to the Premises. As part of the Redevelopment Work, Lessee shall install all upgrades

to the County Storm Drain System required to structurally support or otherwise accommodate

emergency vehicle ingress and egress over and around the County Storm Drain System. Such

upgrades shall be installed in accordance with plans and specifications approved by County.

Lessee shall be responsible for the repair of any damage to the County Storm Drain System

incurred in connection with the performance by Lessee of the Redevelopment Work, including

without limitation, construction of the structural upgrades described above or the installation of

the Storm Drain Equipment (as defined below) or connection thereof to the County Storm Drain

System. During the Term of the Lease, Lessee shall be responsible for all required maintenance,

repair or replacement of (a) all pipes, valves, connections and other facilities and equipment from

the Premises, including without limitation the filtration system installed by Lessee as provided

above (the “Premises Storm Drain Equipment”) to and including the point of connection to the

County Storm Drain System, arising from, incurred in connection with, or necessitated by, any

cause, occurrence or condition whatsoever and (b) any and all portions of the County Storm

Drain System, to the extent arising from, incurred in connection with, or necessitated by, (i)

access over or around the County Storm Drain System by emergency response vehicles serving

the Premises, or (ii) Lessee’s alteration, modification, maintenance or repair of any portion of the

County Storm Drain System as a result of the initial structural improvements by Lessee to the

County Storm Drain System; provided, however, that Lessee’s obligations under clauses (a) and

(b) above shall not be applicable to the extent of the negligence or willful misconduct of County

or any defects in the County Storm Drain System existing as of the commencement of the

Redevelopment Work. All maintenance or repair work with respect to the County Storm Drain

System for which Lessee is responsible shall, at County’s option, be performed either by (x)

Lessee, at Lessee’s cost, iii accordance with plans, specifications, procedures and other

requirements imposed by County, or (y) County, at Lessee’s cost, provided, however, that Lessee

and County shall cooperate to minimize all costs associated with such work,

If County is ordered by the California Coastal Commission to discontinue use of the

County Storm Drain System or if use of the County Storm Drain System is discontinued for

health, safety or environmental reasons or to comply with Applicable Law, then County shall

provide Lessee with written notice of the scheduled date that the County Storm Drain System
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will he taken out of service and Lessee, at Lessees cost, shall be required to disconnect from the
County Storm Drain System and to re—route its storm water flow through a different drainage
system approved (but not necessarily provided) by County. Disconnection from the County
SLorm Drain System and reconnection to a different drainage system shall he simultaneous.
provided that Lessee shall take all action necessary to facilitate such reconnection by the
scheduled date for the County Storm Drain System to be taken out of service. Excluding costs
incurred h Lessee associated with disconnecting and reconnecting to a new or different drainage
System (including any costs that Lessee might incur to acquire and/or construct such new or
different drainage system for Lessee’s use), all expenses incurred h County associated with
taking the County Storm Drain System out of service shall he the sole responsibility of County.
Following any discontinuance of the use by Lessee of the County Storm Drain System. Lessee’s
obligations described above in connection with usage of the County Storm Drain System, except
obligations in connection with the Premises Stom Drain Equipment, shall terminate.

As long as Lessee continues to use the County Storm Drain System. the indemnilication,
defense and hold harmless obligations of Lessee under Article 8 of the Lease shall include the
death ofor injury to persons or damae to property, including without limitation property owned
or controlled by or in the possession of County or any of its Board, officers, agents, employees or
volunteers, to the extent that such arises from or in connection with the matters described in
clauses (b)(i) and (ii) of the second paragraph of this Section 15.22 or any maintenance, repair or
replacement work performed by I .essee in connection with such matters.

16. ARBiTRATION.

Except as otherwise provided by this Article 1 6. disputed matters which may be
arbitrated pursuant to this Lease shall he settled by binding arbitration iii accordance with the
then existing provisions of the California Arbitration Act. which as of the dale hereof is
contained in Title 9 of Part ill of file Call fornia Code of Civil Procedure. commencing with
Section 1280.

(a) Either party (the “Initiating Party”) may initiate the arbitration process
by sending written notice (“Request for Arbitration”) to the other party (tile
“Responding Party”) requesting initiation of the arbitration process and setting forth a
brief description of the dispute or disputes to be resolved and the contention(s) oithe
Initiating Part. Within ten (10) days after service of the Request ft,r Arbitration, the
Responding l’arty shall file a “Response” setting forth the Responding Party’s
description of the dispute and the contention(s) of Responding Party. If Responding
Party has any “Additional Disputes” he shall follow the lormat described for tue
Initiating Party. The Initiating Party will respond within ten (10) days after service of the
Additional Disputes setting forth Initiating Party’s description oFthe Additional Disputes
and contentions regarding the Additional Disputes.

(h) Notwithstanding anything to the contrary which may now or hereafter be
contained in the Califlrnia Arbitration Act, the parties agree that the Following provisions
shall apply to any and all arbitration procecdins conducted pursuant to this Lease:
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I 6.1 Selection of Arbitrator. The parties shall attempt to agree upon an arbitrator
who shalt decide the matter. It’, thr any reason, the parties are unable to agree UOfl the arbitrator
within ten (10) days of the date the initiaLing Party serves a request thr arbitration on the
Responding Parry, then at any time on or aher such date either party may petition fur the
appointment of the arbitrator as provided in California Code of Civil Procedure Section 1281.6.

16.2 Arbitrator. The arbitrator shall be a retired judge of the Calitbrnia Superior
Court. Court ofAppeal or Supreme Court, or any (Jnitcd States District Court or Court of
Appeals located within the State, who has agreed to resolve civil disputes.

16.3 Scope of Arbitration. County and Lessee affirm that the mutual objective of
such arbitration is to resolve the dispute as expeditiously as possible. The arbitration process
shall not apply or be used to determine issues other than (i) those presented to the arbitrator by
the Initiating Party provided those disputes are arbitrable disputes pursuant to this Lease. (ii)
Additional Disputes presented to the arbitrator by the Responding Party. provided that any such
Additional 1)isputes constitute arbitrable disputes pursuant to this Lease and (iii) such related
preliminary or procedural issues as are necessary to resolve (i) and/or (ii) above. The arbitrator
shall render an award. Lither party may. at its sole cost and expense. request a statement of
decision explaining the arbitrator’s reasoning which shall he in such detail as the arbitrator may
determine. Unless otherwise expressly agreed by the parties in writing, the award shall he made
by the arbitrator no later than the sooner ofstx (6) months after the date on which the arbitrator is
selected by mutual agreement or court order, whichever is applicable. or tive (5) months after the
date of a denial of a petition to disquali1’ a potential arbitrator for cause. County and Lessee
hereby instruct the arbitrator to take any and all actions deemed reasonably necessary.
appropriate or prudent to ensure the issuance of an award within such period. Notwithstanding
the foregoing. failure to complete the arbitration process within such period shall not render such
arbitration or any determination made therein void or voidable; however, at any time after the
expiration of the foregoing five (5) or six (6) month periods, as applicable, either party may
deliver written notice to the arbitrator and the other party either terminating the arbitration or
declaring such party’s intent to terminate the arbitration if the award is not issued within a
specified number of days alter delivery of such notice, lithe arbitrator’s award is not issued
prior to the expiration of said specified period, the arbitration shall be terminated and the parties
shall recommence arbitration proceedings pursuant to this Article 16.

I 6.4 Immunity. The parties hereto agree that the arbitrator shall have the immunity of
ajudicial officer from civil liability when acting in the capacity of arbitrator pursuant to this
Lease.

16.5 Section 1282.2. The provisions of Code of Civil Procedure § 1282.2 shall apply
to the arbitration proceedings except to the extent they are inconsistent with the following:

(1) Unless the parties otherwise agree, the arbitrator shall appoint a
time and place for the hearing and shall cause notice thereof to be served as provided
in said § 1282.2 not less than ninety (90) days before the hearing, regardless of the
aggregate amount in controversy.
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(2) No later than sit (60) days prior to the date set for the hearing
(unless. upon a showing of good cause by either party, the arbitrator establishes a
different period), in lieu of the exchange and inspection authorized by Code olCivil
Procedure § 1282.2(a)(2)(A), (B) and (C), the parties shall simultaneously exchange
the killowing documents by personal delivery to each other and to the arbitrator:

(a) a written Statement of Position, as further defined below, setting
forth in detail ih:u party’s final position regarding the matter in dispute and
specific numerical proposal for resolution of monetary disputes;

(h) a list of witnesses each party intends to call at the hearing,
designating which witnesses will be called as expert witnesses and a summary
of each witness’s testiimny;

(c) a list of the documents each intends to introduce at the hearing,
together with complete and correct COpieS of all of such documents; and,

(d) if the issue involves Fair Market Rental Value or a valuation
matter, a list of all Written Appraisal Evidence (as defined below) each intends
to introduce at the hearing, together with complete and correct copies of all of
such Written Appraisal Evidence.

(3) No later than twenty (20) days prior to the date set tir the hearing.
each party may file a reply to the other party’s Statement of Position (“Reply”). The
Reply shall contain the fillowing information:

(a) a written statement, to be limited to that party’s rebuttal to the
matters set forth in the other party’s Statement of Position:

(b) a list of witnesses each party intends to call at the hearing to rebut
the evidence to he presented by the other party. designating which witnesses
will be called as expert witnesses:

(c) a list of the documents each intends to introduce at the hearing to
rebut the evidence to he presented by the other party. together with complete
and correct copies olall ofsucli documents (unless. upon a showing of good
cause by either party, the arbitrator establishes a different deadline thr
delivering true and correct copies of such documents);

(d) if the issue involves Fair Market Rental Value or a valuation
matter. a list olall Written Appraisal Evidence, or written critiques ot’the other
party’s Written Appraisal Evidence if an. each intends to introduce at the
hearing to rebut the evidence presented by the other party, together with
complete and correct copies of’ all olsuch Written Appraisal Evidence (unless,
upon a showing olgood cause by either party, the arbitrator establishes a
different deadline for delivering true and correct copies of such Written
Appraisal Evidence): and
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(e) Witnesses or documents to be used solely for impeachment ola
witness need not he identified or produced.

(4) The arbitrator is not bound by the rules olevidence, hut may not
consider any evidence not presented at the hearing. The arbitrator may exclude
evidence lbr any reason a court may exclude evidence or as provided in this Lease.

16.6 Statements of Position. The Statement of Position to he delivered by Section
[6.5 shall comply with the following requirements:

(1) Where the dispute involves rent to be charged, market values,
insurance levels or other monetary amounts, the Statements of Position shall
numerically set fbrth the existing minimum rent. percentage rent, market value,
insurance level and/or other monetary amounts in dispute, the party’s proposed new
minimum rent, percentage rent. market value, insurance level and/or other monetary
amounts. and shall additionally set forth the flicts supporting such party’s position.

(2) If the dispute relates to Improvement Costs. the Statements of
Position shall set forth the facts supporting such party’s position and the amount of
each cost which the party believes should he allowed or disallowed.

16.7 Written Appraisal Evidence. Neither party may. at any time during the
proceedings, introduce any written report which expresses an opinion regarding Fair Market
l{ental Value or the fair market value of the Premises, or any portion thereof, (“Written
Appraisal Evidence”) unless such Written Appraisal Evidence substantially complies with the
follawing standards: it shall describe the Premises; identi1’ the uses permitted thereon: describe
or take into consideration the terms. conditions and restrictions of this Lease; correlate the
appraisal method(s) anplicd: discuss the relevant factors and data considered: review rentals paid
by lessees in Marina dcl Rey and other marina locations within Southern California who arc
authorized to conduct similar activities on comparable leasehelds: and, describe the technique of
analysis, limiting conditions and computations that were used in the formulation of the valuation
opinion expressed. With respect to disputes regarding Fair Market Rental Value, such Written
Appraisal Evidence shall express an opinion regarding the fair market rental value of the
Premises as prescribed by Section 4,3.1. Written Appraisal Evidence in connection with disputes
arising out of Article 6 of this Lease shall predicate any valuation conclusions contained therein
on the Income Approach. Written Appraisal Evidence shall in all other respects be in material
conformity and subject to the requirements of the Code of Professional Ethics and the Standards
ol Professional Practice of The Appraisal [nstitute or any successor entity.

16.8 Evidence. Thc provisions of Code of Civil Procedure § 1282.2(a)(2)(E) shall not
apply to the arbitration roceeding. The arbitrator shall have no discretion to allow a party to
introduce witnesses, documents or Written Appraisal Evidence (other than impeachment
testimony) unless such information was previously delivered to the other party in accordance
with Section 16.5 and, in the ease of Written Appraisal Evidence, substantially complies with the
requirements of Section 16,7, or such evidence Consists ofa transcript ofa deposition ofan
expeil witness conducted pursuant to Section 16.9. Notwithstanding the foregoing. the arbitrator
may allow a party to introduce evidence which, in the exercise of reasonable diligence, could not
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have been delivered to the other party in accordance with Section 16.5, provided such evidence
is otherwise permissible hereunder.

16.9 Discovery. The provisions of’ Code of Civil Procedure § 1283.05 shall not apply
to the arbitration proceedings except to the extent incorporated by other sections of the Cal itbrnia
Arbitration Act which apply to the arbitration proceedings. There shall be no pre-arbitration
discovery except as provided in Section 16.5; provided, however, each party shall have the right,
no later than seven (7) days prior to the date first set for the hearing, to conduct a deposition, not
to exceed three (3) hours in duration unless the arbitrator otherwise determines that 2ood cause
exists tojustilv a longer period, of any person identified by the other party as an expert witness
pursuant to Sections 16.5 (2)(b) or 16.5 (3)(b).

16.10 Awards of Arbitrators.

16.10.1 Monetary Issues. With respect to monetary disputes (including
without limitalion disputes regarding Percentage Rent, Fair Market Rental Value and the
amount ot coverage under the policies of insurance required pursuant to Article 9 of this
Lease). the arbitrator shall have no right to propose a middle ground or any proposed
modification of either Statement of Position. The arbitrator shall instead select
whichever of the two Statements of Position is the closest to the monetary or numerical
amount that the arbitrator determines to be the appropriate determination of the rent,
expense. claim, cost, delay, coverage or other matter in dispute and shall render an award
consistent with such Statement of Position. For purposes of this Section 16.10, each
dispute regarding Annual Minimum Rent, each category of Percentage Rent and the
amount of required insurance coverage shall he considered separate disputes (a “Separate
Dispute”). While the arbitrator shall have no right to propose a middle ground or any
proposed modilication of either Statement of Position concerning a Separate Dispute, the
arbitrator shall have the right, if the arbitrator so chooses, to choose one party’s Statement
of Position on one or more of the Separate Disputes. while selecting the other partys
Statement of Position on the remaining Separate Disputes. For example, if the parties are
unable to agree on the Annual Minimum Rent and three Percentage Rent categories to be
renegotiated pursuant to Section 4.3 and the amount of liability insurance coverage to he
renegotiated pursuant to Section 9.3, then there shall he five Separate Disputes and the
arbitrator shall be permitted to select the Cowity’s Statement of Position with respect to
none, sonic or all of such five Separate Disputes and select the Lessee’s Statement of’
Position. on the balance, if any, of such live Separate Disputes. Upon the arbitrator’s
selection ofa Statement of Position, pursuant to this Article 16, the Statement of Position
so chosen and the award rendered by the arbitrator thereon shall be final and binding
upon the parties, absent Gross Error on the part olthe arbitrator.

16.1 0.2 Nonrnonetarv Issues. With respect to nonmonetarv issues and
disputes, the arbitrator shall determine the most appropriate resolution of the issue or
dispute taking into account the Statements of Position submitted by the parties, and shall
render an award accordingly. Such award shall be final and binding upon the parties,
absent Gross Error on the part of the arbitrator.
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16.11 Powers of Arbitrator. In rendering the award, the arbitrator shall have the
power to consult or examine experts or authorities not disclosed by a party pursuant to Section
16.5(2) hereof, provided that each party is afforded the right to cross-examine such expert or
rebut such authority.

16.12 Costs of Arbitration. Lessee and County shall equally share the expenses and
fees of the arbitrator. together with other expenses of arbitration incurred or approved l,y the
arbitrator. Failure of either party to pay its share of expenses and fees constitutes a material
breach of such partys obligations hereunder.

16.13 Amendment to Implement Jud2ment. Within seven (7) days after the issuance
ofanv award by the arbitrator becomes final, the County will draft a proposed amendment to the
Lease setting forth the relevant terms of such award. Within seven (7) days after delivery ofa
copy of the amendment to Lessee. Lessee will sign the amendment (with any revisions to the
proposed amendment necessary to accurately reflect the arbitration award) arid retIrn the
executed copy to the County. which shall thereafter he executed by County as soon as reasonably
practicable.

16,14 Impact of Gross Error Allegations. Where either party has charged the
arbitrator Witl1 Gross Error:

16.14.1 The award shall not be implemented if the party alleging Gross Error
obtains ajudgmcnt ola court of competent jurisdiction stating that the arbitrator was
guilty ot’Gross Error and vacating the arbitration award (“Disqualification .Judgment”).
In the event of a Disqualification Judgment, the arbitration process shall begin over
immediately in accordance with this Section 16.14, which arbitration shall he conducted
(with a different arbitrator) as expeditiously as reasonably possible.

I 6 I 41 The party allcgin Gross Error shall have the burden ofprooI

16.14.3 For the purposes of this Section 16.14. the term “Gross Error” shall
mean that the arbitration award is subcct to vacation pursuant to Califbrnia Code ofCivil
Procedure § 1286.2 or any successor provision.

16.15 Notice.

NOTICE: BY INITIALING IN TIlE SPACE BFI.OW YOU ARE AGREEING To
HAVE ANY DESPU IL ARISING OITI OF TIlL MATTERS INCLUDED IN THE
“ARB ITRATION OF DISPUTES” PROVISION DECIDIiD BY NEUTRAL ARBITRAIION
AS PROVIT)ED BY CALIFORNIA LAW AND YOU ARE GIVING UP ANY RIGI Ii S YOU
\4l61 II POSSFSS TO I IAVI Jill i)ISPI TE I ITIGA ILD IN A ( OURI OR R RY IRIAI
BY INITIALING IN THE SPACE BELOW YOU ARE GTV[NG UP YOt ‘R .11 J)lC1AL
RIGI1 IS 10 DIS( O\’I RY AND APPL L UNI 1 SS I [10SF RIGII IS AR! SN CII l( Al I Y
INCI I t)Fl) IN HIT ‘ARBI I RA I ION OF DISPI II S PROVISION IF YOU RLI 11SF 10
SUBMIT TO ARBITRATION AFTER AGREEING TO TI I IS PROVISION. YOU MAY BE
COMPEI.I.[ii) 1’O ARBITRATE UNDER THE AUTI IORITY OF II IL CALIFORNIA CODE
OF CIVIL PROCEI)URE. YOUR AGREEMENT TO THIS ARBJTRAI’ION PROVISION IS
VOlUNTARY.
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WL HAVE READ AND UNDI-RSTAN[) THE FOREGOING ANf) AGREE TO
S flMI I DISPUTES ARISING OL] OF 11 II- M’\Tl [ RS INCLI DI D IN 11 IF
ARBITRAIJON OF DIS UTES PROVISION TO NEUTRAL ARBITRA ION.

Initials of Les ce Initials oiCountv

17. l)EFINITION OF TIRMS; INTERPRETATION,

17.1 Meanings of Words Not Specifically Defined. Words and phrases contained
herein shall he construed according to the context and the approved usage of the English
language, but technical words and phrases, and such others as have acquired a peculiar and
appropriate meaning by law, or are defined in Section 1 .1. are to he construed according to such
technical. peculiar, and appropriate meaning or definition.

17.2 Tense; Gender; Number; Person. Words used in this Lease in the present tense
incude the future as well as the present words used in the masculine gender include the
feminine and neuter and the neuter includes the masculine and feminine; the singular number
includes the plural and the plural the singular; the word person” includes a corporation,
partnership, limited liability company or similar entity, as vell as a natural person.

17.3 Business Days. For the purposes of this Lease, “business (lay” shall mean a
business day as set forth in Section 9 ol the California Civil Code, and shall include “Optional
Bank Holidays” as defined in Section 7.1 of the California Civil Code.

17.4 Parties Represented b’ Consultants, Counsel. Both County and 1.essee have
entered this Lease following advice from independent financial consultants and legal counsel of
their own choosing. This document is the result of combined efforts of both parties and their
consultants and attorneys. Thus, any rule of law or construction which provides that ambiguity
in a term or provision shall be construed against the drafisperson shall not apply to this l.easc.

1 7.5 Covcrniiu Law. This Lease shall be governed by and interpreted in accordance
with the laws of the State oftalifornia.

17.6 Reasonableness Standard. Except where a different standard is specifically
provided otherwise herein, whenever the consent of County or Lessee is required under this
Lease. such consent shall not be unreasonably withheld and whenever this Lease grants County
or Lessee the right to take action, exercise discretion, establish rules and regulations or make
allocations or other determinations, County and 1.essee shall act reasonably and in good faith.
[‘hese provisions shall only apply to County acting in its proprietary capacity.

17.7 Compliance with Code. County and Lessee agree and acknowledge that this
Lease satisfies the requirements of Sections 25536 and 25907 of the California Government
Code as a resu It of various provisions contained herein.

17.8 Memoraiiduin of Lease. The parties hereto shall execute and acknowledge a
Memorandum of Lease Extension. in recordable form and otherwise satishictory to the parties
hereto, for recording as soon as is practicable on or following the Effective Date.
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IN WITNESS WHEREOF. County and Lessee have entered into this Lease as of the
ElYective F)ate.

li-IF. COUNT OF I OS ANGELES

By:

Chair ian. l3oard o Supervisors

APPROVED AS TO FORM:

APPROVF[) AS TO IORM:

MUNGER, TOLLES & OLSON LLP

By:

___
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MARINA DEL REY INNVESTORS. a
California limited partnership

By: IWF Jamaica Bay, LLC. a California
limited liability company, its general

partner

By: Invest West Financial Cnrporation.
a California corporation. its sole
member

By:

_____________

Name: .

Its: C4r gjo(r

I hereby certify that pursuant to
Sectloj, 25103 of the Government Codedehvery of this document has been made.

SACHI A. HAMAI
Executive Officer

ADOPTED
BOARD OF SUPERVISORS

COUNTY OF LOS ANEtES

39 , JUN16 2009

SACHI A.
EXECUTIVE OFFLCER

A lF1ST:

SACi 1 A. I-JAMAl.

ROB IiRI E. KA

C



ENTIIBTT A

LEGAI. DESCRIPTION OF PREMISES

Parcels 397 to 401 inclusive in the County of Los Angeles,
State of California, as shown on L05 Angeles County Assessor’s
Map No. 8, recorded in Book 1, pages 53 to 70 inclusive, of
Assessor’s Maps, in the office of the Recorder of said county, and
that portion of Parcel 391, in said county, as shown on said map,
within the following described boundaries:

Beginning at the northerly corner of said Parcel 391; thence
southeasterly along the northeasterly boundary of said last men
tioned parcel to the beginning of a curve concave to the west, hay
ing a radius of 20 feet, tangent to said northeasterly boundary and
tangent to the southeasterly line of the northwesterly 30 feet of
said last mentioned parcel; thence southerly along said curie to
said southeasterly line; thence southwesterly along said southeast
eily line to the beginning of a curve concave to the northwest, tan..
gent to said southeasterly line and having a radius of 73 feet, said
last mentioned curve also passes through a point in the southwest
erly line of said last mentioned parcel distant southeasterly thereon
16.79 feet from the westerly corner of said last mentioned parcel;
thence southwesterly along said last mentioned curve to said south
westerly line; thence northwesterly along said southwesterly line
16.79 feet to said westerly corner; thence northeasterly along the
northwesterly line of said last mentioned parcel a distance of
l572 feet to the point of beginning.

Excepting therefrom that portion thereof within the following
described boundaries:

Commencing at the southeasterly terminus of a curve concave
to the south, having a radius of 25 feet, tangent to a line paral
lel with and 6.5 feet northwesterly, measured at right angles,
from the straight line in the northwesterly boundary of said Parcel
39 and reverse at said southeasterly terminus to a curve concen
tric with and 0.5 Loot northeasterly, measured radially, from that
certain 1027 foot radius curve in the northeasterly boundary of
said last mentioned parcel- thence southwesterly along a radial of
said 25 foot radius curve 6.5 foot. to a point in said northeast
erly ooundary, said point being the true point of beginning; thence

Ifl)Sflj8 I

#39of JUN 16, 2009



outheasterly along said northeasterly boundary to a line parallelwith and 2 feet southeasterly, measured at right angles, from saidradial; thence southwesterly along said last mentioned parallelUne 4.00 feet’ thence northwesterly at right angles to said lastmentioned parallel line to the northerly boundary of said last mentioned parcel; thence easterly and southeasterly along said northerly and northeasterly boundaries to said true point of beginning,

Reservin,g and excepting therefrom uflt the County of LosAngeles a right of way for sanitary sewer and harbor utility purposes over that portion thereof designated on said ap as aneasement to be reserved by said county for such purposes.

DESCRIPTION APPROVED
February , 1967

JOHN A. W’IBIE
County Engineer

By }.442Z Deputy

Subject to all reservations set torth in the Lease, including the terms and provisions of Sections
3.8 and 3.9, and the public easement reserved by County in Section 15.20.
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EXHIBIT B

DEVELOPMENT PLAN

1) SCOPE OF WORK

A reasonably detailed, written narrative description of the work to be done,
including each of the following:

All new construction and renovation
i Timing for the start of the work

Timing for the completion of the work
The narrative shall include all applicable components of the project, grouped
as set forth below

a) Apartments, Office and Commercial (Note: for renovation-only apartment
projects, use “Renovation Comparison Worksheet” instead of this section)

Demolition Demolition of existing pool and spa area; however,
(of existing most improvements will be retained in connection with
improvements prior renovation program.
to commencing
work)

New building Complete renovation of existing 42 room hotel,
construction together with 52,000 sq. ft. (plus or minus 5%)

expansion of the existing project, which will include:
u 69 new additional guest rooms;
c a new business center, including new meeting

rooms and new expanded restrooms;
u new courtyard space consisting of

approximately 2,900 sq. ft., including
events/meeting space and outdoor dining area,
in a setting of terraced gardens;

i construction of a promenade on the frontage of
Marina Beach, including public use elements, in
conformance with the LCP and Marina design
guidelines;
landscape and greenscape will provide an
upscale ambiance and tie directly to the
Promenade, including setbacks for seating and
viewing Marina Beach; and

c construction to include surface parking of 135

_____________________________

spaces.
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The renovation program will include:
i construction of a new upgraded resort type pool

at the center of the property, including a pool
deck area, concrete decking and walkways, and
public restrooms;

u a food and beverage outlet;
new room interiors;

i new building facades; and
u new interior and exterior common areas.

Construction will be implemented in a single phase.
Project construction start to completion (date of 1
occupancy) is estimated to be 18 months. Starting with
date of term sheet approval, DCB filing within
3 months, DRP filing within 2 months of DCB
conceptual approval.

• Remodeled New building facades and staircases, new parking
building exteriors areas, and restriped parking spaces including required

ADA spaces.

• Remodeled Remodeled building interiors, including guest bedroom
building interiors interiors, guest baths/showers, sinks and faucets and

toilets (including ADA handicap grab bars, and toilet
seats to extent required).

• Remodeled interior The entire building interior common area will receive a
building common facelift, including the main lobby, hallways, entryways,
areas waiting & meeting areas, lounges, staircases,

walkways, restrooms, elevators, sitting areas!
phone/communication areas, community rooms, service
counters and necessary lighting and illumination, New
facility to be fully ADA compliant All surfaces will
either be coated with a fresh updated paint scheme or
covered with appropriate wall covering. Interior
furnishings such as sofas, chairs, lamps, tables shall be
replaced.

B-2
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• Remode!ed exterior
building common
areas

• Landscaping

1(i’)5(U

The entire building exterior will receive a facelift that
will tie into the design scheme of the new building.
Remodeled exterior elements will include spa,
courtyard function space, terraced gardens, patio and
dining areas, walkways, stairways and exterior common
areas, including landscaping and hardscape. In
addition:

Driveways shall be replaced or resealed.
Any required ADA accommodations shall be
updated to meet current ADA codes.

u All exterior surfaces will be coated with a fresh
updated paint scheme.
Existing exterior lighting will be replaced to
increase light levels, efficiency and enhance
walkways and building design.

c All remaining building exteriors will receive a
facelift that will tie in with the design scheme of
the new building. All new stucco to be provided
throughout. All patios and balconies will also
have extensive renovations to include removal
of all existing wood facing and replacement with
new comparable materials. All parapet walls will
also be reconstructed to match the new building
design.

i Existing windows shall be removed and replaced
with new along with new sliding glass doors.

Terraced landscaped gardens and greenscape will
provide an upscale ambiance and tie directly to the
Marina Promenade with setbacks for seating and
viewing of Marina Beach. In addition:

Any landscape upgrades will conform to the
contour of the newly remodeled building and
walkways and to the new building.

u Any site drainage problems will also be
addressed and/or repaired during this
landscaping process.

.j Lessee will comply with DBH requirements for
Basin D drainage project.

3-3
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b) Marina

. Replacement of Not applicable (no water area).
docks and slips,
including design
and materials

Retention of Not applicable (no water area).
existing slip count,
including slip count
before and after by
slip size

Retention of Not applicable (no marine commercial facilities).
marine commercial
facilities, including
area count before
and after for each
category

t95fl4S 1.3—4
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c) Promenade

• Walkway design All concrete walkways shall be replaced. The walkways
and materials shall meet all requirements of fire access, but will first

be a pedestrian space with paving treatments,
landscape pockets, spots for benches and viewing
opportunities. The walkway shall offer pedestrian
access to the adjacent parcels.

Construction of an ADA-compliant promenade on the
frontage of Marina Beach, including public use
elements, in conformance with the LCP and Marina
design guidelines. Lessee shall work cooperatively with
County and lessees of adjacent parcels to develop an
integrated plan for an enhanced waterfront at Marina
Beach, including but not limited to a boardwalk and
other pedestrian attractions, railings, fencing,
landscaping, hardsca pes, lighting, seating, signage,
trash receptacles, drainage, restrooms, showers,
playgrounds, picnic shelters, and other promenade and
beach related improvements. Lessee will be fully
responsible for constructing, operating and maintaining
all the improvements designed to be on its leasehold
and will be required to contribute its proportionate

• share of the costs of design and construction of other
public amenities located in common and/or public
areas as provided in section 14 of the term sheet.

• Fencing design and Fencing design and materials will be constructed in
materials conformance with the LCP and Marina design

guidelines.

• Lighting design and To create ambience at night, new accent lighting will
materials be added to all walkways, driveways, staircases and

common areas. All hallways, entryways, stairwells and
elevators shall include appropriate emergency lighting.
Thematic lighting along the promenade will personalize
the area and tie it to the overall design concept of the
project.

IO95fl-ii. [5
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d) Signage —_______________________________

. New signage The development of this parcel shall include a distinct
program signage package that will include monument signage

and directional signage for the guests and appropriate

[

signage for building identification.

I (iJ5fl4 I R-6
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2) PLANS & DRAWINGS

Preliminary plans for all work to be done

a) Site Plan -

• Reduced color site See Exhibit A-i, Jamaica Bay Inn — Site Plan”
plans (8.5x11 or
11x17), showing Also see Exhibit A-3, “Jamaica Bay Inn — Second Floor
work described Plan”
above, including all
structures,
hardscape,
promenade,
landscaping and
slips

b) Building Elevation

• A reduced color See Exhibit A-2, Jarnaica Bay Inn — Elevation”
elevation (8.5x11
or 11x17) drawing
that shows all new
and/or renovated
building elevations

c) Landscaping Plan

• If not already See Exhibit A-I, ‘Jamaica Bay Inn - Site Plan”
included in the
above materials

d) Dock Construction Plan

Dock construction plan, Not applicable (no water area).
including physical layout
of docks and slips

13—7
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3) BUDGET

a) Budget worksheet

Estimated cost for
all of the work Cost Component Total Cost
agreed upon Hotel Hard Construction Cost $ 6,018,000

Construction bonds $ 45,000
Architect/Engineering $ 420,000
Permits, Fees & testing $ 300,000
Legal, Accounting & Insurance $ 90,000
Developer overhead & Project $ 450,000
Management
Pre-opening advertising & promotion $ 55,000
Loan fees $ 70,000
Interest during construction $ 210,000
Furniture, fixtures & equipment $ 1,665,000
Supplies $ 150,000
Contingency

$1QA7300Q
Total development cost

[3-8
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Exhibit A-i
jamaica Bay Inn — Site Plan
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Admiralty War

Site Plan

Jamaica Bay Inn
MARINA DEL REV CALiFORNIA
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Exhibit A2
)amaica Bay Inn — Elevation
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Jamaica Bay Inn
MARINA DEL HEY CALIFORNIA
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Exhibit A-3
Jamaica Bay Inn — Second Floor Plan

Second Floor Plan

Jamaica Bay Inn
MANfs r)rL IWY CALIFORNIA
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EXHIBIT C

ASSIGNMENT STANDARDS

These standards are to apply to proposed transactions requiring Countys consent pursuant to
Section 1 1.2 of the Lease. These standards and conditions are not to apply to (a) an assignment
ibr the purpose of securing leasehold financing of the parcel by an encumbrance holder approved
by County, (b) the transfer of the leasehold in Connection with a foreclosure or transfer in lieu of
Ibreclosure by an approved lender, or (c) the first transfer by that encumbrance holder if it has
acquired the leasehold through a foreclosure or a transfer in lieu of foreclosure.

1. The proposed lessee and Major Sublessec (if applicable) must have a net worth
determined to he stifuicient in relation to the financial obligations of the lessee
under the Lease (equal to at least six (6) times the total Annual Minimum Rent
and Percentage Rent due to County for the most recent fiscal). A letter of credit.
cash deposit, guarantee from a parent entity or rlticipating individual(s) having
sufticient net worth or similar security satisfactory to the County may be
substituted for the net worth requirement. If the proposed transtree’s net worth
is materially less than the transferor’s. County may disapprove the assignment or
reqtlire additional security such as that described in the previous sentence.

2. The proposed lessee (or Major Sublessee. if applicable) must have significant
experience in the construction (if contemplated), operation and management of
the type(s) of Improvements existing on or to he constructed on the Premises, or
provide evidence of contracwal arrangements for these services with providers of
such services satistlictory to the County. Changes in the providers of such
services and changes to the contractual arrangements must be approved by the
County. All approvals of the County will not he unreasonably withheld or
de ayed.

3. The individual or individuals who will acquire Lessee’s interest in this lease or
the Premises, or own the entity which will so acquire Lessee’s interest,
irrespective of the tier at which individual ownership is held, must he of good
character and reputation and, in any event, shall have neither a history of, nor a
reputation br: (I) discrirn inatory employment practices which violate any
federal. stale or local law; or (2) non-compliance with environmenial laws, or any
other legal requirements or formally adopted ordinances or policies of the County.

4, The price to be paid in connection with the transaction shall not result in a
financing obligation which jeopardizes the Lessee’s (or Major Sublessee’s) ability
to meet its rental obligations under the Lease or the Major Sublease. Market delt
service coverage ratios and leasehold financial performance, at the time of the
Proposed Transfer. will be used by County in making this analysis.

5. If the proposed transferee is an entity, rather than an individual, the structure of
the proposed transferee must he such that (or the assignee must agree that) the
County will have reasonable approval rights regarding any future direct or

C-I
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indirect ransfei-s of interests in the cmliv or the Lease as required under the Lease
(excludima any Excluded Transfer); provided however, that a transfer of
ownership of a publicly held parent corporation of Lessee that is not done
primarily as a transfir of this leasehold will not be subject to County approval.

6. Ihe terms of the proposed assinmcnt will not detrimentally affect the efficient
operation or management of the leasehold, the Premises or any Improvements
thereon.

7. The proposed transferee does not have interests which, when agrcgaled with all
other interests granted by County to such transferee. would violate any policy
formally adopted by County restricting the economic concentration of interests
granted in the Marina del Rey area. which is uniformly applicable to all Marina
dcl Rey lessees.

8. The transfer otherwise complies with the terms of all ordinances, policies and/or
other statements of objectives which arc formally adopted by County and/or the
County Department of Beaches and Ilarbors and which are unitbrmly applicable
to persons or entities with rights of occupancy in any portion of Marina dcl Rey.

(-2
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EXHIBIT I)

CONDITIONS TO COASTAL DEVELOPMENT PERMIT

See attached.
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PROJECT R2005-04106 (4)
COASTAL DEVELOPMENT PERMIT 200500006(4) CONDITIONS
CONDITIOAL USE PERMIT 200500233 (4) PAGE 1 OF 9

This grant authorizes a Coastal Development Permit (CDP 200500006) for the rercvation
and expansion of the existing hoteL including 69 additional guest rooms (total of 1 ‘Ii guest
roomsl. an expanded and renovated restaL.iant, outdoor dining, new swirnn,ing pool and
spa, patio. doniol’tori of the existing one-skir hotel building section and rertacement with
a four-story hotel building section, demolition of an existing one-story accessory builrhng,
new landscaping plan, parking anc authorizes a Conditional Use Permit (CUP
200500233) for the sale of a full-line of alcoholic beverace.r or on-site consumphon in
association with a hotel, restaurant, patio cafe. and hotel accessory uses. on Parcel 27 in
Marina del Rey, in s’.ihstantinl romr!innce with the approved Exhib”A, and subject to all
of the following conditions:

a. The Permittee shall submit. to the County of Los Angeles, an in-lieu fee payment
for on-site affordable accommodations in the amount of 590.321. These fees
shall be placed in a separate interest hearinq trust account, piircuantto Sections
22.46.1 I0 (A) (16) (b) and 22.46.1190 (A) (8) (b) of the county code. Ths
account shall he administcied by Los Ancieles Count and/or its designees.
according to said section(s) of the county code. and may he adjusted pursi.iant
to consumer price index changes in subsequent years;

b. The Permiti—e shall submit, to the County of Los Angeles, a Youth Hostel Fund
fee payment in the amount of 59.032. These fees shall be placed in an interest
hearing trust account and shall only be expended pursuant to Sec. 22.46 1960
tE) of the county code. This account shall be administered by Los AngIes
County and/or its desanees, according to said section(s) of the county code,
and may be adjusted pursuant to consumer price index changes in subsequent
years:

c. The permittee shall maintain a minimum of 161 on—site automobile parking
spaces. No more than 63 spaces may be compact;

d. At least four bicycle parking spaces shall be maintained in close proxnity and
convenient to the hotel entrance The bicycle parking spaces shall be a stand or
other device constructed so as to enable the user to secure by locking the frame
and one wheel of each bicycle parked therein. Racks must be easily usable with
both U-locks and cable locks. Racks should support the bikes in a stable
unright position so that a bike, if bumped, will riot fall or roil down. Racks that
support. a bike primarily by a wheel, such as standard ‘wire racks’ are damaging
to wheels and thus ate not acceptable: and

e. The rrcJect shall dedicate the necessary right-of-way along Admiralty Way for
the future widening of Adm;ralty Way, associated with the’ Aiimii’&ty Way
Widening project and the Admiralty Way / Via Marina Reconfiguration proect, as
specified by the Deportment of Public Works.

2. Prior to the issuance of any building permits for the project, the permittee shall record said
Covenant and Agreement in the office of the County Recorder. The permittee shall, prior to
recordation in the Office of the County Recorder, submit a copy to County Counsel of the
Department of Regional Planning, the Department of Beaches and Harbors for review and
approval.

3. IJnless otherwise apparent from the context, the term “permittee” shaH include the anplic.ant

i(ij5iNS
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PROJECT R2005-04106 (4)
COASTAL DEVELOPMENT PERMIT 200500006(4) CONDITIONS
CONDITIONAL USE PERMIT 200500233 (4) PAGE 2 OF 9

and any other person. corporation, or other entity making use of this giant.

4 This grant shall not be effective for any purpose until the permittee, and the owner of the
subject property if other than the permittco, have filed at tho office of the Department of
Regional Planning their affidavit stating that they are aware of, and agree to accept, all of
the conditions of this grant and that the conditions of the grant have been recorded as
required by Condition No. 2, and until all required monies have been paid pursuant to
Condition Nos. 1(a), 1(b). 15 and 20,

5 To the extent permitted by law. the perirttee shall defend, indemnify and hold harmiess the
County. its agents, officers, arid employees from any claim, action, or proceeding against
the County or its agents, officers, or employees to attack, set aside, void or annul this
permit approval, ‘i’ich action is brought within the applicable time period of Government
Code Section 65009. The County shall notify the permittee of any claim, action, or
proceeding and the County shall reasonably cooperate in the defense.

6. In the event that any claim, action, or proceeding as described above is flld against the
County, the pormittee shall within ten days of the filing pay the Department of Regional
Planning an initial deposit of S5,000. from which actual costs shall he billed and deducted
for the purpose of defraying the expenses involved in the department’s cooperation in the
defense, including but not limited to, depositons, testimony, and other assstance to
permittee or permittee’s counsel. The permittee shall also pay the following supplemental
deposits, from which actual costs shall he billed and deducted:

7. It during the litigation process, actual costs incurred reach 80 percent of the amount on
deposit the permittee shall deposit additional funds sufficient to bring the halonce up to the
amount of the initial deposit. There is no limit to the number of supplemente deposits that
may he required prior to completion of the litigation.

8. At the sole discretion of the permittee. the amount of an initial or sLr1emental cleoosit may
exceed the minimum amounts defined herein.

9. The cost for collection and duplication of records and other related documents will be paid
by the permittee in accordance with Los Angeles County Code Section 2. 170.010.

10. This grant will expire unless used within two years from the date of approval. A one-year
time extension may be requested in writing with the applicable fee six months before the
expiration date,

Ii. If any provision of this grant is held or declared to be invalid, the permit shall be void and
the privileges granted hereunder shall lapse.

12. Prior to the use of this grant, the property owner or permittee shall record the terms and
conditions of the grant in the office of the County Recorder. In addtEon, upon any transfer
or lease of the property during the term of this grant, the property owner or permittee shall
promptly provide a copy of the grant and its conditions to the transferee or lessee of the
subject property,

13. This grant will terminate on August 15, 2027. Entitlement to use the properly thereafter
shall be subject to the regulations then in effect. At least six (6) months prior to the
expIration of this permit and in the event that the permittee intends to continue operations

(p)5n41.g
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PROJECT R2005-04106 (4)
COASTAL DEVELOPMENT PERMIT 200500008 (4) CONDITIONS
CONDITIONAL USE PERMIT 200500233 (4j__,___ _, PAGE 3 OF 9

after such date. a Direetor’s Review application shall be filed with the Deportment of
Regional Planning. The application shall be a request for continuance of t.e use perrntted
under this grant, whether including or not including any modification to the use at that time.
This grant may. at the discretion of the Director, be approved to continue for an
additional ten (10) year period, with a DIrector’s Review.

14. Entitlement to The use of the property thereafter shall be subject to the regulations then in
effect. At least six (6) months prior to the expiration of this permit and in the event that the
Permittee intends to continue operations after such date. a new Conditional Use Permit and
Coastal Development Permit application shall be filed with the Department of Regional
Planning. The application shall he a request for a continuance of the use permitted under
this grant, whether innliiding or not including modification to the use at that time.

15. The subect property shall be maintained and operated in full compliance with the
conditions of this grant and any law statute. ordinance, or other regulation applicable to
any development or activity on the subject property. Failure of the permittee to cease nni
develonment or activity not in full compliance shEill be a violation of these conditions. The
permittee shalt deposit with the County of Los Angeles the sum of $3,000.00. These
monies shall be placed in a performance fund which shall be used exclusively to
cnmensate the Department of Regional Planning for all expenses incurred whiF’
iuspectiiig the premises to determine the permittee’s compliance with the conditions of
approvJ The fund provides for twenty (20) annual inspections Inspections shall be
unannounced.

16. The subject property shall he maintained and operated in full compliance with the
conditions of this gront and any law, statute, ordinance, or other regulation apphcable to
any development or activity on the subject property. Failure of the permittee to cease any
development or achvity not in fuH nomp?ianc,e shall be a violation of these conditions.

17. If additional inspections are required to ensure compliance with the conditions of this grant.
or if any inspection discloses that the subject property is being used in violation of any
condition of this grant, the permittee shall be financially responsible and shall reimburse the
Departmenl of Regional Planning for all additional inspections and for any enforcement
efforts reasonably necessary to bring the subject property into compliance. Inspections
shall be made to ensure compliance with the conditions of this grant as well as adherence
to development in accordance with the site plan or file. The amount charged for additional
inspections shall be $ 15000 per inspection, or lhe current recovery cost. whichever is
greater

18. Notice is hereby given that any person violating a provision of this grant is guilty of a
misdemnanor. Notice is fjrThr given that the Regional Planning Commission or a heanng
officer may, after conducting a public hearing and giving notice thereof to permittee, revoke
or modify this grant, if the Cornmision or ‘caring officer finds that these conditions hove
been violated or that this giant has been exercised so as to be detrimental to the public’s
health or safety or so as to be a nuisance.

i9, Within fifteen (1 5) days of the approval date of this grant, the permittee shall remit a $50.00
processing fee payable to the County of Los Angeles in connection with the filing and
posting of a Notice of Determination in ccrnolionce with Section 2 1152 of the Public

I (95fl4i
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PROJECT R2005-04106 (4)
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Resources Code.

20. Within 30 days of the approval date of this grant, the permittee shall deposit the sum of
$3000.00 with the Department of Regional Planning to deiray lhr cost of reviewing the
required mitigation monitoring reports and verifying compIiunci witi the Mitination
Monitoring Program,

21. Within fifteen (IS) calendar days of the approval date of this grant, the permittee shall remit
a $50 processing fee payable to the County of Los Angeles iii connection with the filing and
posting of a Notice of Determination in compliance with Sectio ii 21152 of the Public
Resources Code. In the event a finding of “no effect’ on fish and wildlife resources is not
determined by the State Department of Fish and Game. an $1.800 Fish and Game lee is
required pursuant to Section 7 I 4 of the Fish and Game Code, to defray the costs of fish
and wildlife protection and management incuiTed by the california Deparuient of Fish and
Game

22. The conditions anrior changes in the protect, set forth in the Mitigated Neclatve Declaration
as necessary in order to assure that the proposed project will not have a significant effect
on the environment, are incoroorated herein by this reference and made conditions of
approval of this grant. The permittee shall comply with all such conditionsichanges in
accordance with the attached Mitigation Monitoring Program. As a means n ensuring the
effectiveness of such conditions andior changes to the project, the permittee shall submil
migahnn monitoring reports to the Department of Regional Planning for review and
approval as frequently as may be required by the department. The reports shall describe
the status of the permittees compliance with the required project conditions/changes.

23. Upon approval of this grant, the permittee shall contact the Fire Prevention Bureau of the
Los Angeles County Forester and Fire Warden to determine what facilities may be
necessary to protect the property from fire hazard. Any necessary facilities shall be
provided as may be required by said DepartmenL

24. All requirements of the Zoning Ordinance and of the specific zoning of the subject property
must he complied with unless specifically modified by this c;rant. as set forth in these
conditions or shown on the approved plans.

25. All structures shall comply with the requirements of the Division of Building and Safety of
the Department of Public Works.

26. All structures, walls, and fences open to public view shall remain free of extraneous
markings, drawings. or signaçie. These shall include any of the above that ao not provide
pertinent information about said premises.

27. In the event such extraneous markings occur, Ihe pormittee shall remove or cover said
markings, drawings, or signage within 24 hours of such occurrence, weather permitting.
Paint utilized in covering such markings shall be of a color that matches, as closely as
possible, the color of the adjacent surfaces. The only exceptions shall be seasonal
decorations. Inspections shall be made as provided in Condition No. 10 to ensure
compliance with this condition, including any additional inspections as may he necessary to
ensure such compliance
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28. Within ninety (90) days of approval of this gram, the permittee shall submit to the Director
for review and approval three copies of revised plans, similar to Exhibit “K as presented at
the public hearing that clearly depicts all required project chanes. The property shall be
developed and maintained in substantial conformance with the approved revised Exhibit
A” All revised plot plans must be accompanied by the written authorization of the property

owner.

29. Within ninety 490) days of approval of this qron., the permittee shall submit to the Director
for review and approval three copies of a landscape plan, which may be incorporated into
the Revised Exhibit “A” described in Condition No. 28. The landscape plan shall show the
size, type, and location of all plants, trees, and watering facilities. ‘1 he permittee shall
maintain all landscaping in a neat, clean and healthful condition, including proper pmning,
weeding, removal of litter, fertilizing and replacement of plants when necessary for tIe life
of this grant.

30. Within ninety 490) days of approval of this grant, the permittee shall submit to the Director of
Planning and Director of Beaches and Harbors for review and approval three copies of a
signage plan, including elevations, proposed lettering, colors, and locations of signage on
the subject property, which may he incorporated into the Revised Exhibit A’ described in
Condition No. 28. All renderings of sod signage shall be drawn to scale and shall be in
conformity with those approved by the Desqn Control Bnord

3 1. The permittee shall. to the satisfaction of the Drector of Regional Planning, participate in,
and contribute a fair share to, funding the mu :ion measures described in the Coastal
Improvement Fund as specified in Section 224 1950 iCoastal Improvement Furd of Los
Angeles County Code.

32. The permittee shall prepare a Fire Safety Plan in accordance with Section 22.46 1180 (15)
of the zoning code and obtain approval of the Fire Deportment prior to issuance of any
building permits.

33 tJpon receipt 01 this letter, the permittee shall contact the Fire Prevention Bureau of the Los
Angeles County Fire Department to determine what facilities may he necessary to protect
property the property from fire hazard. The permittee shall provide fire flow, hydrants gatecl
access width, emergency access. and any other facilities as may be required by said
Department.

34. The applicant shall provide fire sprinklers in all structures in accordance with Los Angeles
County Building Code. Chapter 38, Sections 3802(b) 5 and 3802 (h) to the satisfaction of
the Fire Department.

35 The following conditions shall apply to project construction activities:

a. Construction activity shall he restricted between the hours of 7.00 a.m. to 7:00
p.m., Monday through Fririay and between the hours of 8:00 am. to 5:00 p.m.
on Saturday. No construction shall occur on Sundays and legal holidays

b. Pile driving shall be restricted to the hours between 8:00 a.m. to 5:00 p.m.,

48 8
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Monday through Friday. No pile driving activity shall be conducted on Saturdays
or Sundays,

C, All material qrnded shall be sufficiently watered to prevon excessive amounts of
dust during the construction phase. Watering shall occur at least twice daily with
complete coverage, preferably in the late morning and after work is done for the
day All clearing, grading, earth moving or excavation activities shall cease
during periods of high winds (i.e. greater than 20 mph averaged over one hour)
to prevent excessive amounts of dust. Any materials transported off-site shall be
either sufficiently watered or securely covered to prevent excessive amounts of
dust;

d. All fixed and mobile construction equipment shall be in proper operating
condition and be fitted with standard silencing devices; engineering noise
controls shall be implemented on fixed equipment to minimize adverse effect on
nearby properties. Generators and pneumatic compressors shall be noise
protected 11 a manner that will minimize noise inconvenience to adjacent
properties All construction equipment. fixed or mobile, that is utilized on the site
for more than two working lrivs shall he in proper operating condition arid fitted
with standard factory silencing features. To ensure that mobile arid stationary
equipment is properly maintained and meets all federal, state, and local
standards, the permittee shall maintain an equipment log Said log shall
document the condition of equipment relative to factory specifications and
identity the measures taken to ensure that all construction equipment is in
proper tune and fitted with an adequate muffling device. Said log shall be
submitted to the Director and the Department of Public Works for review arid
approval on a quarterly basis. In areas where construction equipment (such as
generators and air compressors) is left stationary and operating for more than
one day within ‘100-feet of residential land uses. temporary portable noise
structures shall be built. These barriers shall be located between the piece of
equipment and sensitive land uses;

e, Parking of construction worker vehicles shall be on-site or at an adjacent off-site
location approved by the Director and aqrced to by the owner of said adjacent
properly and restricted to areas buffered from residences located in the vicinity
of the subject property, as approved by the Director, If the permittee chooses to
provide parking for construction workers off-site, the permittee shall submit to
the Director for review and approval plans for temporary construction worker
parking arid shall demonstrate that the use of the off-site parking spaces shall
not interfere with parking spaces required for operation of any use or uses on
the property to be used for temporary parking:

f, The permittee shall provide adjacent property owner’s with a iC driving
schedule 10 days in advance of such activities, and a three-day notice of any re
tapping activities that may occur. The permittee shall submit a copy of the
schedule and mailing list to the Director and the County Department of Public
Works prior to the initiation of construction activities. In addition, the permittee
shall conspicuously post a construction schedule along portions of the property
fronting Admiralty Way. Palawan Way, and Via Marina ten days in advance of
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any construction activities. The schedule shall also include information where
individuals may register questions, concerns or complaints regardmg noise
issues. The permittee shal take aopropriate action to iinirnize any reported
noise problems:

g All project-related truck hauling shall be restricted to a route approved by the
Director of Public Works, a map of which shall be provided to the Director upon
approval The perrnitlee shall post a notice cI the con t-uction site and along
the proposed truck haul route. The notice shall contain information on the type
of project, anticipated duration of construction activity. and provide a phone
number where people con register questions and complaints. The permittee
shall keep record of all complaints and take apl:rc’priate action to minimize noise
generated by the offending achvity where feasible. A monthly log of noise
complaints shE I! be maintoineil by the permittee and submitted to the Cotintv of
Los Angeles Department of Health Services:

h. The permittee shall develop and implement a construction nanagernent plan, as
approved by the Director of Planning and the Director of Public Works, which
includes all of the following meas’ res as recommended by the South Coast Air
Quality Management District (SCAQMD). or other measures of equivrdnt
effectiveness approved by the SCAOMD:

[ Configure construction parking to minimize traffic inteilererice:

1- Provide temporary traffic controls during all phases of constrinhon activities to
maintain traffic flow (e.rj, flag nerson) as needed:

k. Schedule construction activities that affect traffic flow on the arterial system to
off-peak hours to the degree practicable as detern-iied by the Director of Public
Works:

I. Consolidate truck !‘2liveries when possible;

m Provide dedicated turn lanes for movement of construction trucks and
equipment on- and off-site;

ii. Suspend use of all construction equipment operations during second stage
smog alerts Contact the SCAQr1D for daily forecasts:

o Use electricity from power poles rather than temporary diesel- or gasol:ne
powered generators, except as approved by the Director:

p. Use methanol- or natural gas-powered mobile equipment and pile drivers
instead of diesel if readily available at competitive prices: and

q Use propane- or butane-powered on-site mobile eouipment instead of gasoline if
readily available at competitive prices.

r. The permittee shall develop and implement a dust contrs? plan, as approvod by
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the Director of Planning and the Director of Public ‘‘orks and the LEA, which
includes the foflowing measures recommended by the SCAQr,1D or other
measures of equivalent effectiveness approved by the SCAciri1D:

S. Apply approved non-toxic chemicn soil stabilzrrs accorcing to the
manufacturer’s specificaton to eli inactive construction areas (previously graded
areas inactive for four days or more):

I. Replace ground cover in disturbed areas as quickly as possible;

u. Enclose. cover, water twice daily or apply approved soil hinders to exposed
piles (i.e.. ciravel, sand, dirt) according to n’anuaourers’ specifications:

V. Provide temporar’ wind fencing consisting of three- to five-foot barriers with 50
percent or less porosity along the perimeter of sites that have been cleared or
are being graded:

w. Sweep streets at the end of the day if visible soil material is carried over to
adjacent roads (recommend water sweepers using reclaimed water if readily
available):

x. Install wheel washers where vehicles enter and exit unpaved areas onto paved
roads, or wash off trucks and any equipment leaving the site each trio: and

y. Apply water as needed or chemical soil stabilizers according to manufacturers
Specifications to all unpaved parking or staging areas or unpaved road surfaces.

z. All construction and development on the subject property shall comply with the
applicable provisions of the Uniform BUilding Code and the various related
mechanical, electrical, plumbing, fire, grading and excavation codes as currently
adopted by the County of Los Angeles: and

ca. The permittee shall demonstrate that all construction and demolition debris, to
the maximum extent feasible as determined by the Director, will be salvnged
and recycled in a practical, available, and accessible manner durirg the
construction phase. Documentation of this recycling program sh:l be provided
to the Director and the County of Los Angeles Department of Public Works. prior
to building permit issuance.

36, The permttee shall he in compliance with the attached Milgotion Monitoring Program.

37. This grant shall not be effective until the permittee submits a plan for parking n,anaçernant
and on-site circulation to the satisfaction of the Director of Plir ning an’ Public V/jrks

38. ADA compliant sidewalks and driveways shall be constructed to the satisfaction of the
Director of Public Works

39. The permittee shall monitor landscaping on a monthly basis and rep;ace landscaping
and/or irrigation as needed to maintain a neat, cean and healthful condition.

iC$)Sfli i
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40. All conditions shall be binding on all lessees and subiessees of Parcel 27.

Aituchment. Miligation Monitoring Program

RJF:PE
8-8-07
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EXhIBIT E

PERMTTTFD CAPITAL EXPENDITURES

The purpose of the Capital Improvenient Fund is be to provide funds for the cost of
additions, replacements. renovations or upgrades ofor to the Improvements on the Premises,
including building exteriors and major building systems (such as FIVAC. mechanical, electrical,
plumbing, vertical transportation. security, communications, structural or root) that signiiicantlv
increase the capacity, efficiency, useful litb or economy of operation of the Improvements or
their major systems, after the completion of the Redevelopment Work. Permitted Capital
Expenditures shall not include the cost of periodic. recurring or ordinary expendiwres. repairs or
replacements that keep the buildings or their malor systems in an ordinarily eflicient operating
condition, but that do not significantly add to their value or appreciably prolong their uselial life.
The Capital Improvement Fund shall not be used to fund any portion of the cost of the
Redevelopment Work or the Subsequent Renovation (as defined in Section 5.11 of the Lease).
Permitted Capital Expenditures must constitute capital replacements, improvements or
equipment under generally accepted accounting principles consistently applied. Permitted
Capital Expenditures shall not include costs for any necessary repairs to remedy any broken or
damaged Improvements, all oIwhich costs shall be scparatcly funded 1w Lessee.

Subject to the foregoing. set forth below is a list of examples of elements. systems or
categories of Improvements for which Permitted Capital Expenditures may he made. The
Capital improvement Fund shall not be used Ibr the repair or replacement of an individual or a
selected group of individual items, unless such repair or replacement is part of a larger plan
(which may be a phased plan) of repair or replacement of all, or substantially all. similar items.

1. Painting of the building exterior*

2. Walkways and driveway replacement* (if asphalt, a minimum of resurfacing, not
slurry seal)

3. Windows replacement*

4. Roof replacement* (allay he on a building by building basis)

5. Elevators (replacement or addition)

6, HVAC replacement

7. Light fixtures replacement* (interior and exterior)

8. h’rigation system* (replacement or major addition)

* lo qualify, these expenditures need to incorporate replacement or renovation ofat least
70% of the items or facilities in question.

F- I
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EXIIIBIT F

DEDICATION AREA

THAT PORTION OF PARCEL 391 AND PARCELS 397 THRU 401, INCLUSIVE, IN THE
COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS SHOWN ON LOS ANGELES
COUNTY ASSESSOR’S MAP NO. 88, RECORDED iN BOOK 1, PAGES 53 TO 70,
INCLUSIVE. OF ASSESSOR’S MAPS, IN THE OFFICE OF THE COUNTY RECORDER. OF
SAID COUNTY. DESCRIBED AS FOLLOWS:

BEGINNING AT THE MOST WESTERLY CORNER OF SAID PARCEL 401,
THENCE NORTHEASTERLY ALONG THE NORTHWESTERLY LINES OP SAIL)
PARCELS 401, 400, 399 AND 398 TO THE BEGINNING OF A CURVE CONCAVE
SOUTI [ERLY, SAID CURVE BEING THE MOST NORTHERLY LINE OF SAID
PARCEL 398 ANt) SHOWN ON SAID LOS ANGELES COUNTY ASSF.SSOR’S
MAP NO. 88 AS HAVING A RADIUS OF 15 FEET AND A LENGTH OF 22.77
FEET; THENCE NORTHEASTERLY, EASTERLY AND SOt ITHEASTERLY
ALONG SAID CURVE TO IT’S ENDING AS SHOWN ON SAID MAP; tHENCE
CONTINUING SOUTHEASTERLY ALONG THE NORTHEASTERLY LINES OF
SAID PARCELS 398, 397 AND 391 TO A POINT ON A TANGENT CURVE,
ITERETNAF1’LR KNOWN AS “CURVE A”, CONCAVE SOUTHWESTERLY,
HAVING A RADIUS OF 20 FEET, A RADIAL LINE TO SAiD POINT BEARS
NORTH 39° 27’ ii” EAST; SAID “CURVE A” BEING TANGENT TO TIlE
SOT ‘THEASIERLY LINE OF THE NORTI IWESTERLY 30 FEET OF SAID PARCEL
391; THENCE LEAVING SAID NORTHEASTERLY LINE OF PARCEL 391, AND
CONTINUING SOUTHEASTERLY ALONG SAID “CURVE A” AN ARC DISTANCE
OF 9.38 FEET THROUGH A CEN’I’RAL ANGLE OF 2(1° 52’ 34° TO A POINT ON A
NON-TANGENT CURVE, HEREINAFTER KNOWN AS “CURVE B”, CONCAVE
NORTHEASTERLY, HAVING A RADIUS OF 1029.20 FEET AND BEING
CONCENTE IC WITH AND DISTANT 2.20 FEET SOUTI-IWESTERLY FROM SAID
NORTHFASIERLY LINES OF SAID PARCELS 391, 397 AND 398, A RADIAL
LINE TO SAID POINT BEARS SOUTH 38° 56’ 59” WEST; THENCE
NORTHWESTERLY ALONG SAID “CURVE B” AN ARC DISTANCE OF 179.29
FEET THROUGH A CENTRAL ANGLE OF 09° 58’ 52” TO A POINT ON A NON-
TANGENT LINE, HEREINAFTER KNOWN SAID “LINE A”, HAVING A BEARING
OF NORTH 84° 59’ 04” WEST; THENCE ALONG SAIl) “LINE A”, NORTH 84° 59’
04° WEST, 38.88 FEET TO A POINT ON A LINE, HEREINAFTER KNOWN AS
“LINE B”, HAVING A BEARING OF SOUTH 52° 42’ 36” WEST; THENCE ALONG
SAID “LINE B”, SOUI’H 52° 42’ 36’ WEST. 149.27 FEET TO A POINT ON A LINE,

F-I
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HEREINAFTER KNOWN AS “LINE C”, HAVING A BEARING OF SOUTH 07° 58’
01” WEST; THENCE ALONG SAID “LINE C”, SO1JTH 07° 58’ 01” WEST, 3.35 FEET
TO A POINT ON A LINE, HEREINAFTER KNOWN AS “LINE D”, HAVING A
BEARING OF SOUTH 52° 33’ 47” WEST; THENCE ALONG SAID “LTNE D”,
SOUTH sr 33 47” WEST. 35.35 FEET TO A POINT ON A LINE. HEREINAFTER
KNOWN “LINE E” HAVING A BEARING OF NORTH 82° 371 22” WEST’
THENCE ALONG SAID “LINE E”, NORTH 82° 37’ 22” WEST, 2.85 FEET TO A.
POINT ON A NON-TANGEN1’ CURVE, HERETNAFTER KNOWN AS “CI:RVE C”,
CONCAVE SOUTHEAS1 IZRLY, HAVING A RADiUS OF 1151.02 FEET, A RADIAL
LINE TO SAlT) POINT BEARS NORTH 38° 53’ 29” WEST; THENCE
SOUTHWESTERLY ALONG SAID “CURVE C” AN ARC DISTANCE OF 86.08
FEET THROUGH A CENTRAL ANGLE OF 04° 17’ 06” TO A POIN1’ ON A
TANGENT CURVE, HEREINAFTER KNOWN AS “CURVE D”, CONCAVE
SO(.THEASTERLY, HAVING A RADIUS OF 312.12 FEET, A RADIAL LINE TO
SAil) POINT BEARS NORTH 43° 10’ 35” WEST; THENCE SOUTHWESTERLY
ALONG SAID “CURVE D” AN ARC DISTANCE OF 57.14 FEET 1’HROUGH A
CF\TI’RAL ANGLE OF 10° 29’ 24” TO A POINT ON A TANGENT CURVE,
TIER EINAF’ITR KNOWN AS “CI JRVE E”, CONCAVE NORTHWESTERLY,
HAWNG A RADIUS OF 1353.91 FEET, A RADIAL LINE TO SAID POINT BEARS
SOUTH 53° 39’ 59” EAST; THENCE SOUTHWESTERLY ALONG SAID “Cl RVE B”
AN ARC DISTANCE OF 63.25 FEET THROUGH A CENTRAL ANGLE OF 02° 40’
36t1 TO A POINT ON A NON-TANGENT CURVE, HEREINAFTER KNOWN AS
“CURVE F”, CONCAVE SOUTHEASTERLY, HAVING A RADIUS OF 927.00 FEET,
A RADIAL LINE TO SAIl) POINT BEARS NORTH 50° 59’ 22” WEST: THENCE
SOUTHWESTERLY ALONG SAID “CURVE F” AN ARC DISTANCE OF 63.47
FEET THROUGH A CENTRAL ANGLE OF 03° 55’ 23” TO A POINT ON A NON-
TANGENT CURVE, HEREINAFTER KNOWN AS “CURVE (3”, CONCAVE
NORTHEASTERLY, HAVING A RADIUS OF 921.50 FEET, A RADIAL LINE TO
SAID POiNT BEARS SOUTH 80° 04’ 25” WEST; THENCE SOUl ASTPRLY
ALONG SAID “CURVE G” AN ARC DISTANCE OF 6.43 FEET THROUGH A
CENTRAL ANGLE OF 00° 23’ 59” TO A POINT ON A NON-TANGENT CURVE,
HIREINAFTER KNOWN AS “CURVE H”, CONCAVE SOUTHEASTERLY,
HAVING A RADIUS OF 922.50 FEET, A RADIAL LINE TO SAID POINT BEARS
NORTH 55° 1 I’12” WEST; THENCE SOUTHWESTERLY ALONG SAlT) “CURVE
H” AN ARC DISTANCE OF 34.77 FEET THROUGH A CENTRAL ANGLE OF 02°

1(j(4

#39 of JUN 16, 2009



09’ 34” TO A POINT ON A NON-TANGENT CURVE, HEREINAFTER KNOWN AS
“CURVE I”, CONCAVE SOUTIIEASI’ERLY, HAVING A RADIUS OF 921.50 FEET,
A RADIAL LINE TO SATE) POINT BEARS NORTH 12° 12’ 25” WEST; ThENCE
SOUTHWESTERLY ALONG SAiD “CURVE I” AN ARC DISTANCE OF 6.42 FEET
THROUGH A CENTRAL ANGLE OP 00° 2Y 57 TO A POINT ON A NON-
TANGENT CURVE, HEREINAFTER KNOWN AS “CURVE 3”, CONCAVE
SOUTHEASTERLY, HAVING A RADIUS OF 927.00 FEET, A RADIAL LINE TO
SAID POIN I BEARS NORTH 570 38’ 04” WEST; THENCE SOUTHWESTERLY
ALONG SAID “CUR\”E J” AN ARC DISTANCE OF 21.50 FEET TTTROUGH A
CENTRAL ANGLE OF 01° 19’ 43” TO A POINT ON THE SO! 111{WESTERLY LENE
OF SAID PARCEL 401, SAID POINT BEING DISTANT SOUTH 55° 08’ 23” EAST,
12.00 FEET FROM THE MOST NOR’! HFRLY CORNER OF SATD PARCEL 401
MEASURED ALONG SAID SOUTHWESTERLY LiNE; SAID MOST NORTH FR LV
CORNER BEING THE POINT OF BEGINNING; THENCE ALONG SAID
SOt JTHWFSTERLY LINE. NORTH 55° OW 23” WEST, 12.00 FEET TO THE PODT
OF BEGINMNG.

TIlTS LEGAL DESCRIPTION WAS PREPARED

UNDER MY 1)TRECT SIJPERVISION.

Ld2

___

THOMAS M. BOSSERMAN - DATE

P.L.S. 7328 FXP. 12/31/09
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EXHIBIT G

LFSSEE’S OWNERSTTTT STRUCTURE

J,imaict Btv Inn

Owned by

bJ iriii n I )cI kt I nnvcst r.. ;i

ciii IOfllia Ii t11tlLd liahi lily paitnersh jp

Limied I’ ii LWr (7 5

F.xtint Limited Princrs of
Oiigi nil Fuiiii.rship

25i)3c

Smer.i Caj,i t;iI Iuiigen n. IIC
4j5•;

PREG Ho1dini Group
4.15Q

Aki Re.iliv Co.. Inc.

—......——

IWF I Imaica Bay Inn,!. TX’
General Pitiner

IF lanialta Ihi. L.P.

C th’ “J 1ILILI’SIllI)’’

(572

Genertl

Invest \Vest Financlil Coiiwiat in
Sole N’Iemher

f>ale Nkn:1ui 9(i’:.

liitt Nlarquis ItJ’E

I The lrents listed IsIov aic the indivickiiil rLflILC inleret of the [ol,il liniited piirlners
percentage ii1Qresi of 75’•;

2 Listed on Schedule I

3i The only parrnr of IWF Jamic: Ba, LP. lhl owns a greater ihin 5’ benetichil interest in Lssee is
Shupe Rev’ihle Trust (i7.5l tih total uiiiid .inner inWre’l)

4 The Ge octal P rtners 35 tco’1 is i’ nrIin;ted to the iUIfl 10 11w LilliLled Paniwr ed 1 IX)’% of
cheir eapilal ci’ nhuliois 1. nih that occurs. The I_iniiid Pat wi s percenlae ml ci .r is I nO’ and the
General Parloci’ S LOWILtSI s T),
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SCHEDULE 1 TO EXIIIBTT G

EXISTING LIMITED PARTNERS OF MARINA DEL REY INNVESTORS

PARTNER ADDRESS PERCENTAGE
INTEREST

Allen Royce Investments Ron Dodge O.340%
P0 Box 10S6

Hood River. OR 97031

Almon Muelilhausen H ct 0 Somera Real Estate Group 0.8517%
115 W. Canon Perdido Street
Santa Barhra. CA 93101

Anthony and Margaret Whitehouse 59 Lakefront 0,S40%
Irvine. C A 92604

Benid and Keiko i-tuber 10681 Sapphire Vista Avenue 0 1705%
Las Vegas. NV S9144

Brian and Lorinda Nielsen 68 Tapadero Lane 0.3407%
Las Ve2as. NV S9135

California Federal Bank FBO Polvcoiup Administrative Services 0.5111%
Edward Hawkes 6400 Canoga Avenue. #250

Woodland Hills. CA 91367

Charles Nelson 3024 Prospect Avenue 0.1703%
Santa Monica. CA p0405

Deley Family IlTevocable Tmst B Paula Deley, Trustee 03407%
564 Calle Anzuelo
Santa Barbara. CA 931 1 1

Edwin and Marcia Lenvik 736 Rockwood Drive 01703%
Revocable Tiiist Santa Barbara. CA 93 103

Francine Browner Trust do Sornera Real Estate Group 0.85 17°o

1 15 W. Canon Perdido Street
Santa Barbara. CA 93101

George Pen-v 16 Columbia Avenue 01 703°

East Rockaway. NY 1 1518

95fl4•3
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Gerald Bruver Trust 8160 Gould Avenue () I 03%
Los Ane1es. CA 90046

Gladys Lyons Revocable Trust 5614 Grey Feather Court 05407%
Westlake Village, CA 91362

Goldfarh and Fleece. FBO Steven 345 Park Avenue 0.1O3
Shore New York. NY 10154

Helene Sullivan Revocable Timt P0 Box 3164 0.1703%
Santa Barbara. CA 93130

Howard and Ertinda Marquis P0 Box 1041 0.1 ‘O%
Hood River, OR 97031

Hughes Family Trust 10574 Millerton Road 03407%
Milton and Joyce Hughes. Trustees Clovis, CA 93619

Invest West Financial Corporation 1933 C’liffDiive. Suite 1 0.1703%
Santa Barbara. CA 93109

Invest West Reclondo 1933 Cliff Drive. Suite 1 0.3517%
Santa Barbara. CA 93109

Iris Gelfand 4702 Park Encino Lane. #226 0.42
Encitto. CA 914S6

Jaffe L.ivin Trust 12301 Wilshire Blvd.. Suite 1 10 0 5111%
Michael and Jami Jaffe. Trustees Los Angeles, CA 90025

JBI Parthers c!o Somera Real Estate Group 7 6654%
ii 5 W. Canon Perdido Street
Santa Barbara. CA 93101

John Hawkes 412 Calle Alamo 0 103%
Santa Barbara, CA 93105

Jolm Mannn 2712 Verde Vista Drive 0 3407%
Santa Barbara. CA 93105

Kima Investments Kiit Kimball 0.1
978 Waterford Drive
Provo, UT 84604

King Harhcar. Inc. do Mindy Ander.on 2,5551%
23901 Calabasas Road. #1010
Calabasas. CA 91302

Lavety Exemption Trust 3492 Wild Lilac Road. #1 10 0.511 i0.

Maiy Jane Lave. Trustee Thousand Oaks. CA 91360

Laveiy Non-Exempt Marital Trust 3492 Wild Lilac Road. #110 C) 5111%
Maiy Jane Laveiy. Trustee Thousand Oaks, CA 91360

Lloyd Cox Testamentary Trust Steve Eclsou. Executor 0.3407%
122 S. Patterson. Suite C-133
Santa Barbara. CA 93111

I (?‘)5II. g
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Louise B. Davis Trust cio Cheryl Hilliai’d 0.1703%
910 Dutch View Court
Midway UT S4049

Marvin Gelfand — U 141 Caslmiere Street 04.259%
Los Angeles. CA 90049

Neil Afrotnsky Revocable Trust c.’o Somera Real Estate Group 0 8517%
1 15 W. Canon Perdido Street
Santa Barbara. CA 93101

PREG Partners-Marina del Rev 1933 Cliff Drive. Suite 1 0.3407%
Santa Barbara, CA 93109

Richard Banks Revocable Trust P0 Box 5146 0.3407%
Santa Barbara. CA 93150-5146

RicliardNerocl Revocable Trust 16141 W. Troon Circle 0,3407%
Miami Lakes. FL 33014

Robert Albrecht. Trustee do Ed Wri,ht 0.1703%
Declaration of Trust for Thomas 1215 Plumac Street. l500
English Ynha City. CA 95991

Santa Barbara Batik and Trust P0 Box 2340 C’.5i7to
FBO James McKillip iRA Santa Barbara. CA 93120

Shelley Family Limited Liability Theora Shelley 0.851 7°’
Partnership 10624 E. Terra Drive

Scottsdale. AZ 85258
Stephen and Eileen Edson 122 S. Patterson. Suite (‘-133 0.1703%

Santa Barbara. CA 93 1 1 1

Susan Irvine 1600 Oarclen Street. #21 01705%
Santa Barbara. CA 93101

linger and Haynes Partners P0 Box 5937 0.1703%
Charles linger Suowmass, CO 81615

Tiion Bank. FBO Charles Bai’ie1 P0 Box 45194-CHB Unit 0.1705%
San Francisco. CA 94145

Victoria Erceszek Foote 411 Alma Real Drive 0 1703%

Pacific Palisades, CA 90272

GRAND TOTAL 2.O4OO0o
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(N
COUNTY OF LOS ANGELES

When Recorded Return to:

COUNTY OF LOS ANGELES
_ COMPUTED ON FULL VALUE OF PROPERTY CONVEYED

— OR COMPUTED ThI FULL VALUE LESS LIENS AND
Office of County Counsel ENcUMBRAN$ REMAIN AT TIME OF S..LE.
648 Kenneth Hahn Hall of Administration /(>.—-‘
500 West Temple Street SorDECLRANT OR E T DETERMINING 1’.x. FIRM NAME

Los Angeles, CA 90012
Attn: Thomas Faughnan, Esq.

Space above this line for recording use.

MEMORANDUM OF AMENDED AND RESTATED LEASE AGREEMENT
PARCEL 27R — MARINA DEL REY

This Memorandum of Amended and Restated Lease Agreement (“Memorandum”) dated
as of June26 th , 2009 (the “Effective Date”), is entered by and between the COUNTY OF
LOS ANGELES (“County”), as lessor, and MARiNA DEL REY INNVESTORS, a California
limited partnership (together with its permitted successors and assigns, “Lessee”), as lessee.

WITNES SETH

WHEREAS, County and Spencer Investment Company, a California corporation, and
Michael Sims, an individual (collectively, the “Original Lessee”), entered into Lease No. 6573
dated February 11, 1963 (as amended prior hereto, the “Existing Lease”) whereby prior to the
Effective Date Lessee has leased from County that certain real property in the Marina del Rey
Small Craft Harbor now commonly known as Parcel No. 27R and which is more specifically
described on Exhibit A attached hereto and incorporated herein by this reference (the
“Premises”), the term of which commenced on January 1, 1963 and currently extends through
December 31, 2022 (the “Existing Expiration Date”); and

WHEREAS, Lessee has succeeded to the Original Lessee’s right, title and interest as
lessee under the Existing Lease; and

WHEREAS, County and Lessee entered into an Amended and Restated Lease
Agreement dated of even date herewith (the “Restated Lease”) that amends and restates the
Existing Lease in its entirety, upon the terms and conditions more specifically provided therein,
including, without limitation, (a) an extension of the term of the Existing Lease through
December 31, 2061, and (b) the redevelopment of the Premises in accordance with the terms and
provisions thereof; and

WHEREAS, County and Lessee desire to execute and record this Memorandum to
provide notice of the Restated Lease.

NOW, THEREFORE, in reliance on the foregoing and in consideration of the mutual
covenants, agreements and conditions set forth herein, and of other good and valuable

0612912009
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consideration, the receipt and sufficiency of which are hereby acknowledged, County and Lessee
agree as follows:

1. Lease. For and in consideration of the payment of rentals and the performance of
all the covenants and conditions of the Restated Lease, County hereby leases to Lessee, and
Lessee hereby leases and hires from County, an exclusive right to possess and use, as lessee, the
Premises for the Term (as hereinafter defined), subject to and in accordance with all terms,
provisions and conditions set forth in the Restated Lease.

2. Term. Unless terminated sooner in accordance with the provisions of the
Restated Lease, the term of the Restated Lease (the “Term”) shall continue until and expire on
11:59 p.m. on December 31, 2061.

3. Reservations. Lessee expressly agrees that the Restated Lease and all rights
hereunder or thereunder shall be subject to all prior encumbrances, reservations, licenses,
easements and rights of way (a) existing as of the date of the Existing Lease, or (b) otherwise
referenced in the Restated Lease in, to, over or affecting the Premises for any purpose whatsover,
or (c) consented to by Lessee.

Without limiting the foregoing, Lessee expressly agrees that the Restated Lease and all
rights hereunder and thereunder shall be subject to all prior matters of record and the right of
County and the City of Los Angeles (“City”) existing as of the Effective Date or otherwise
disclosed to or known to Lessee, as its interest may appear, to install, construct, maintain, service
and operate sanitary sewers, public roads and sidewalks, fire access roads, storm drains, drainage
facilities, electric power lines, telephone lines and access and utility easements across, upon or
under the Premises, together with the right of County or City to convey such easements and
transfer such rights to others.

Lessee rights under the Lease and this Memorandum are also subject to the right-of-way
dedication and street access provisions set forth in Section 3.9 of the Lease.

4. Incorporation and Conflicts. The purpose of this Memorandum is to provide
notice of the Restated Lease. All of the terms and conditions of the Restated Lease are
incorporated herein by reference as though set forth fully herein. In the event of any conflict
between the terms hereof and the terms of the Restated Lease, the terms of the Restated Lease
shall prevail. This Memorandum is prepared for the purpose of recordation only and it in no way
modifies the provisions of the Restated Lease. A true copy of the Restated Lease is on file in the
offices of the County at Department of Beaches & Harbors, 13837 Fiji Way, Marina del Rey,
California 90292.

5. Successors. Subject to the provisions of the Restated Lease governing
assignment, the rights and obligations created in the Restated Lease shall bind and inure to the
benefit of the respective heirs, personal representatives, successors, grantees, and assigns of
County and Lessee.

6. Counterparts. This Memorandum may be executed in counterparts, each of which
shall be an original and all of which together shall constitute one fully-executed document.
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IN WITNESS WHEREOF, County and Lessee have entered into this Memorandum as of
the date first set forth above.

ROBERTE.KAL AN
Acti C t

APPROVED AS TO FORM:

THE

By:

MARINA DEL REY INI’JVESTORS, a
California limited partnership

By: IWF Jamaica Bay, LLC, a California
limited liability company, its general
partner

By: Invest West Financial Corporation,
a California corporation, its sole
member

By: —

Name:
Its:

MUNGER, TOLLES & OLSON LLP

By: ADOPTED
BOARD OF SUPERVISORS

COUNTY OF LOS ANGELEs

#19 JIJN: I 2009

I
EXECUTIVE OFFICER

Board of Supervisors

ATTEST:

SACHI A. HAMAT,
Executive Officer of the

APPROVED AS TO FORM:
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STATE OF CALIFORNIA

COUNTY OF LOS ANGELES

On January 6, 1 987, the Board of Supervisors for the County of Los Angeles and

ex officio the governing body of all other special assessment and taxing districts,

agencies and authorities for which said Board so acts adopted a resolution pursuant to

Section 25103 of the Government Code which authorized the use of facsimile signatures

of the Chairperson of the Board on all papers, documents, or instruments requiring said

signature.

The undersigned hereby certifies that on this 2L44 day of

___________

2009, the facsimile signature of DON KNABE
, Chair of the

Board of Supervisors of the County of Los Angeles was affixed hereto as the official

execution of this document. The undersigned further certifies that on this date, a copy of

the document was delivered to the Chairperson of the Board of Supervisors of the County

of Los Angeles.

In witness whereof, I have also hereunto set my hand and affixed my official seal

the day and year above written.

ss.

SACHI A. HAMAI, Executive Officer
Los Angeles

APPROVED AS TO

ROBERT E. KALUI\vaN
Ac g u ty/ u sel

epuf



EXHIBIT A

LEGAL DESCRIPTION OF PREMISES

Parcels 397 to 401 inclusive in the County of Los P.ngeles,
State of California, as shown on L05 Angeles Cou.nty AssessorTs
Map No. , recorded in Book 1, pages 53 to 70 inclusive, of
AssessorTs Naps, in the office of the Recorder of said county, and
that portion of Parcel 391, in said county, as shown on said map,
within the following described boundaries:

Beginning at the northerly corner of said Parcel 391; thence
southeasterly along the northeasterly boundary of said last men
tioned parcel to the beginning of a curve concave to the west, bar
ing a radius of 20 feet tangent to said northeasterly boundary and
tangent to the southeasterly line of the northwesterly 30 feet of
said last mentioned parcel; thence southerly along said curve to
said southeasterly line; thence southwesterly along said southeast-.
erly line to the beginning of a curve concave to the northwest, tan
gent to said southeasterly line and having a radius of 73 feet, said
last mentioned curve also passes through a point in the southwest
erly line of said last mentioned parcel distant southeasterly thereon
16.79 feet from the westerly corner of said last mentioned parcel;
thence southwesterly along said 1at mentioned curve to said south
westerly line; thence northwesterly along said southwesterly line
16.79 feet to said westerly corner; thence northeasterly along the
northwesterly line of said last mentioned parcel a distance of
l5?.2 feet to the point of beginning.

Excepting therefrom that portion thereof within the following
described boundaries:

Commencing at the southeasterly terminus of a curve concave
to the south, having a radius of 25 feet, tangent to a line paral
lel with and 6.5 feet northwesterly, measured at right angles,
from the straight line in the northwesterly boundary of said Parcel
.39 and reverse at said southeasterly terminus to a curve concen
tric with and 0.5 foot northeater1y measured radially, froea that
certain 1027 foot radius curve in the northeasterly boundary of
said last mentioned parcel; thence southwesterly along a radial of
said 25 foot radius curve 0.5 foot to a point in said northeast
erly boundary, said point being the true point of beginning; thence
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7
outhateriy 1on 3aid rthetcly boundary t a Hre prailel
-.th d 2 duj & right ang1e, from saidradial; thence uttr1y along said last utLQzd parallelline 4.00 foot; thnte northwestj at iiht arigle5 to 5aid J.3sxentonec para].1r1 line to he rthur] bowidary of said last oii-tived parol, tnce easterly and 3outhaaster].y a1ou ii northerly an ncrhaterly bounda’.js to said true point of beirnirig.

Re,r1ng ard exceptir thorotroz uv the Co’.u orAge1es a rgbt of ay for sanitary wr and Iaror utility pu-pcaes over that portioa thorcof deinated on said map as aneasement to b reseryed by said county for such puros.

DESCRIPI0W APPROV1I
February 8 19&7

JOHf A
County Enginor

By__J.4t D pLt)’

Subject to all reservations set forth in the Restated Lease, including the terms and provisions of
Sections 3.8 and 3.9 of the Restated Lease, and the public easement reserved by County in
Section 15.20 of the Restated Lease.
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Recording Requested by:

COUNTY OF LOS ANGELES

When Recorded Return to:

COUNTY OF LOS ANGELES
Office of County Counsel
648 Kenneth Hahn Hall of Administration
500 West Temple Street
Los Angeles, CA 90012
Attn: Thomas Faughnan, Esq.

Space above this line for recording use. Free Recording-- Government Code Section 6103

MEMORANDUM OF AMENDED AND RESTATED LEASE AGREEMENT
PARCEL 27R — MARINA DEL REY

This Memorandum of Amended and Restated Lease Agreement (“Memorandum”) dated
as of June 26th .2009 (the “Effective Date”), is entered by and between the COUNTY OF
LOS ANGELES (“County”), as lessor, and MARINA DEL REY INNVESTORS, a California
limited partnership (together with its permitted successors and assigns, “Lessee”), as lessee.

WITNES SETH

WHEREAS, County and Spencer Investment Company, a California corporation, and
Michael Sims, an individual (collectively, the “Original Lessee”), entered into Lease No. 6573
dated February 11, 1963 (as amended prior hereto, the “Existing Lease”) whereby prior to the
Effective Date Lessee has leased from County that certain real property in the Marina del Rey
Small Craft Harbor now commonly known as Parcel No. 27R and which is more specifically
described on Exhibit A attached hereto and incorporated herein by this reference (the
“Premises”), the term of which commenced on January 1, 1963 and currently extends through
December 31, 2022 (the “Existing Expiration Date”); and

WHEREAS, Lessee has succeeded to the Original Lessee’s right, title and interest as
lessee under the Existing Lease; and

WHEREAS, County and Lessee entered into an Amended and Restated Lease
Agreement dated of even date herewith (the “Restated Lease”) that amends and restates the
Existing Lease in its entirety, upon the terms and conditions more specifically provided therein,
including, without limitation, (a) an extension of the term of the Existing Lease through
December 31, 2061, and (b) the redevelopment of the Premises in accordance with the terms and
provisions thereof; and

WHEREAS, County and Lessee desire to execute and record this Memorandum to
provide notice of the Restated Lease.

NOW, THEREFORE, in reliance on the foregoing and in consideration of the mutual
covenants, agreements and conditions set forth herein, and of other good and valuable

/
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consideration, the receipt and sufficiency of which are hereby acknowledged, County and Lessee
agree as follows:

1. Lease. For and in consideration of the payment of rentals and the performance of
all the covenants and conditions of the Restated Lease, County hereby leases to Lessee, and
Lessee hereby leases and hires from County, an exclusive right to possess and use, as lessee, the
Premises for the Term (as hereinafter defined), subject to and in accordance with all terms,
provisions and conditions set forth in the Restated Lease.

2. Term. Unless terminated sooner in accordance with the provisions of the
Restated Lease, the term of the Restated Lease (the “Term”) shall continue until and expire on
11:59 p.m. on December 31, 2061.

3. Reservations. Lessee expressly agrees that the Restated Lease and all rights
hereunder or thereunder shall be subject to all prior encumbrances, reservations, licenses,
easements and rights of way (a) existing as of the date of the Existing Lease, or (b) otherwise
referenced in the Restated Lease in, to, over or affecting the Premises for any purpose whatsover,
or (c) consented to by Lessee.

Without limiting the foregoing, Lessee expressly agrees that the Restated Lease and all
rights hereunder and thereunder shall be subject to all prior matters of record and the right of
County and the City of Los Angeles (“City”) existing as of the Effective Date or otherwise
disclosed to or known to Lessee, as its interest may appear, to install, construct, maintain, service
and operate sanitary sewers, public roads and sidewalks, fire access roads, storm drains, drainage
facilities, electric power lines, telephone lines and access and utility easements across, upon or
under the Premises, together with the right of County or City to convey such easements and
transfer such rights to others.

Lessee rights under the Lease and this Memorandum are also subject to the right-of-way
dedication and street access provisions set forth in Section 3.9 of the Lease.

4. Incorporation and Conflicts. The purpose of this Memorandum is to provide
notice of the Restated Lease. All of the terms and conditions of the Restated Lease are
incorporated herein by reference as though set forth fully herein. In the event of any conflict
between the terms hereof and the tentis of the Restated Lease, the terms of the Restated Lease
shall prevail. This Memorandum is prepared for the purpose of recordation only and it in no way
modifies the provisions of the Restated Lease. A true copy of the Restated Lease is on file in the
offices of the County at Department of Beaches & Harbors, 13837 Fiji Way, Marina del Rey,
California 90292.

5. Successors. Subject to the provisions of the Restated Lease governing
assignment, the rights and obligations created in the Restated Lease shall bind and inure to the
benefit of the respective heirs, personal representatives, successors, grantees, and assigns of
County and Lessee.

6. Counterparts. This Memorandum may be executed in counterparts, each of which
shall be an original and all of which together shall constitute one fully-executed document.
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IN WITNESS WHEREOF, County and Lessee have entered into this Memorandum as of
the date first set forth above.

THE COUNTY OF LOS ANGELES

By:

_______________________

Chairman, Board of Supervisors

MARINA DEL REY INNVESTORS, a
California limited partnership

By: IWF Jamaica Bay, LLC, a California
limited liability company, its general
partner

By: Invest West Financial Corporation,
a California corporation, its sole
member

By:

___________________

Name: jit .

Its: ho.rntw? aic’

t
SACHI A. HAMAT,
Executive Officer of the
Board of Supervisors

0

By:

___________________

- Deputy

APPROVED AS TO FORM:

ROBERT E. KALUNIAN
Acting County Counsel

By:

____________________

Deputy

APPROVED AS TO FORM:

MUNGER, TOLLES & OLSON LLP

By:

____________________
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CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT

State of California

County of

____________

o (9(J,.L ?g’ before me, -

personally appeared

‘12A) 1L

A1
Name(rof

who proved to me on the basis of satisfactory evidence to
be the person(s/whose nameç is/art subscribed to the
within, instrument and acknowledged to me that
heIsaé/th executed the same in his/l&/th authorized
capacity(ie, and that by his/h94thq( signature) on the

______

instrument the person(%, or (he entity upon behalf of
which the personç) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws
of the State of California that the foregoing paragraph is
true and correct.

WITNESS my(ndofficiaIsea

Place Notary Seal Above Signature of Notary Public

OPTIONAL
Though the information below is not required by law, it may prove valuable to persons relying on the document

and could prevent fraudulent removal and reattachment of this form to another document.

Description of Attached Document

Title or Type of Document: cMi- Oinc.2. L4

__

r
Document Date:

_____________________________________________

Number of Pages:

Signer(s) Other Than Named Above:

Capacity(ies) Claimed by Signer(s)

Signer’s Name:

__________________

D Individual
Corporate Officer — Title(s):
Partner — El Limited El General

E Attorney in Fact
El Trustee
El Guardian or Conservator
El Other:

______________________

RIGHT THUMBPRINT
OF SIGNER

Top of thumb here

Signer’s Name:____________________
El Individual
El Corporate Officer — Title(s):

_______

El Partner — El Limited El General
El Attorney in Fact
El Trustee
El Guardian or Conservator
El Other:

_________________________

Signer Is Representing:

RIGI-fTTHUMBPRINT
OF SIGNER

Top of thumb here

}
-Thi flAb4

Here Insert Name an Title of the Officer

A - EDEU
1 4VT C.L.J.IIi# ,eeao,

_

‘j7 Courdy -

%F Jim 10.201

Signature

Signer Is Representing:

©2007 National Notary Association • 9350 De Solo Ave., P.O. Box 2402 • Chatsworth, CA 91313-2402• www.NationalNotary.org Item #5907 Reorder: Call ToIl-Free 1-800-876-6827



ILLEGIBLE NOTARY SEAL DECLARATION

GOVERNMENT CODE 27361.7

I certify under penalty ofperjury that the notary seal on the document to which this statement
is attached reads as follows:

Name ofNotary

Date Commission Expires fA-- /5 &72

Notary Identification Number /6 Yc) ,7
(For Notaries commissioned after 1-1-1992)

Manufacturer/Vendor Identification Number ,/,4’4 (
(For Notaries commissioned after 1-1-1992)

Place of Execution of this Declaration /‘t

Date

g27 Agent

/V



EXHIBIT A

LEGAL DESCRIPTION OF PREMISES

Parcels 397 to 401 inclusive in the County of Los Angeles,
State of California, as shown on Los Angeles County Assessor’s
Map No. , recorded in Book 1, pages 53 to 70 inclusive, of
Assessor’s Maps, in the office of the Recorder of said county, and
that portion of Parcel 391, in said county, as shown on said map,
within the following described boundaries:

Beginning at the northerly corner of said Parcel 391; thence
southeasterly along the northeasterly boundary of said last men
tioned parcel to the beginning of a curve concave to the west, hav
ing a radius of 20 feet, tangent to said northeasterly boundary and
tangent to the southeasterly line of the northwesterly 30 feet of
said last mentioned parcel; thence southerly along said curve to
said southeasterly line; thence southwesterly along said southeast
ez’ly line to the beginning of a curve concave to the northwest, tan
gent to said southeasterly line and having a radius of 73 feet, said
last mentioned curve also passes through a point in the southwest
erly line of said last mentioned parcel distant southeasterly thereon
16.79 feet from the westerly corner of said last mentioned parcel;
thence southwesterly along said last mentioned curve to said south
westerly line; thence northwesterly along said southwesterly line
16.79 feet to said westerly corner; thence northeasterly along the
northwesterly line of said last mentioned parcel a distance of
157.28 feet to the point of beginning.

Excepting therefrom that portion thereof within the following
described boundaries:

Commencing at the southeasterly terminus of a curve concave
to the south, having a radius of 25 feet, tangent to a line paral
lel with and 6.5 feet northwesterly, measured at right angles,
from the straight line in the northwesterly boundary of said Parcel
398 and reverse at said southeasterly terminus to a curve concen
tric with and 0.5 foot northeasterly, measured radially, from that
certain 1027 foot radius curve in the northeasterly boundary of
said last mentioned parcel thence southwesterly along a radial of
said 25 foot radius curve 6.5 foot to a point in said northeast
erly boundary, said point being the true point of beginning; thence
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outheasterly along said northeasterly boundary to a line parallelwith and 2 feet southeasterly, measured at right angles, from saidradial, thence southwesterly along said last mentioned parallelline Jf.OO feet; thence noi’thwesterly at right angles to said lastmentioned parallel line to the northerly boundary of said last; mentioned parcel, thence easterly and southeasterly along said. northerly and northeasterly boundaries to said true point of beginning.
Reserving and excepting therefrom unto the County of LosAngeles a right of way for sanitary sewer and harbor utility purposes over that portion thereof designated on 5aid map as aneasement to be reserved by said county for such purposes.

DESCRIPTION APPROVED
February , 1967

JOHN A. W4BIE
County Engineer

Deputy

Subject to all reservations set forth in the Restated Lease, including the terms and provisions of
Sections 3.8 and 3.9 of the Restated Lease, and the public easement reserved by County in
Section 15.20 of the Restated Lease.
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