














submit to Director a preliminary loan package and thereafter a complete set of all proposed
transaction documents in connection with each proposed Financing Event. The preliminary loan
package shall include the loan commitment (or loan application or term sheet if the lender has not
yet approved the commitment) and any other documents, materials or other information reasonably
requested by Director. Lessee shall have the right, but not the obligation, to include draft or form
loan documents in the preliminary loan package. Director shall have sixty (60) days to grant or
withhold approval of the preliminary loan package. Director shall have sixty (60) days after receipt
of substantially complete loan documents conforming to the approved preliminary loan package in
which to grant or withhold final approval of the Financing Event; provided, however, that if the
preliminary loan package included draft loan documents then the foregoing sixty (60) day period
shall be reduced to thirty (30) days with respect to a subsequent submission of the loan documents.
If not approved by Director in writing within the foregoing periods, the proposed Financing Event
shall be deemed disapproved by Director (and, if so requested in writing by Lessee, Director shall
within thirty (30) days of such request deliver to Lessee a written description of Director’s
objections to said proposed Financing Event). Lessee shall reimburse County for County’s Actual
Cost incurred in connection with its review of the proposed Financing Event. For the purposes of
this Lease, including without limitation the provisions of Sections 4.6 through 4.8 hereof, a
“Financing Event” shall mean any financing or refinancing consummated by Lessee, whether with
private or institutional investors or lenders, where such financing or refinancing is an Encumbrance
(as defined below).

12.1.1 Encumbrances. As used in this Lease, an “Encumbrance” shall be any direct
or indirect grant, assignment, transfer, mortgage, hypothecation, grant of control over, or
encumbrance of all or any portion of Lessee’s interest under this Lease and the estate so
created, including without limitation a direct or indirect assignment of Lessee’s right to
receive rents from subtenants, and a pledge of partnership interests or other beneficial
ownership interests in Lessee by the principals of Lessee (if an assignment or transfer of such
partnership interests or other beneficial ownership interests would have required County’s
consent under this Lease), to a lender (upon County approval of the Encumbrance and
consummation of the lending transaction, the “Encumbrance Holder”) on the security of
Lessee’s interest in the Lease and the Premises, the shares or interests of beneficial
ownership in Lessee, or otherwise secured by Lessee’s rights in and to the Premises. One (1)
copy of any and all security devices or instruments as finally executed or recorded by the
parties in connection with any approved Encumbrance shall be filed with Director not later
than seven (7) days after the effective date thereof. These same limitations and approval
requirements shall apply with respect to the financing and the Encumbrance Holder of any
Major Sublessee’s interest pursuant to a Major Sublease.

12.1.2 Consent Not Required to Transfer Resulting from Foreclosure. The written
consent of County shall not be required in the case of:

12.1.2.1 A transfer of this Lease or a Major Sublease at a foreclosure sale or
at a judicial foreclosure or voluntary conveyance to the Encumbrance Holder or an
affiliate in lieu thereof: or

12.1.2.2 A single subsequent transfer of the Lease or a Major Sublease by
an Encumbrance Holder, or an affiliate thereof, who was a purchaser at such foreclosure
sale or the transferee in a transfer in lieu thereof, provided the transferee expressly
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agrees in writing to assume and to perform all of the obligations under this Lease and, if
applicable, a Major Sublease.

12.1.3 Effect of Foreclosure. In the event of a transfer under subsection 12.1.2, the
Encumbrance Holder shall forthwith give notice to County in writing of any such transfer
setting forth the name and address of the transferee and the effective date of such transfer,
together with a copy of the document by which such transfer was made.

12.1.3.1  Any transferee under the provisions of subsection 12.1.2.1 which is
a commercial bank, savings and loan institution, insurance company, pension fund,
investment bank, opportunity fund, mortgage conduit, real estate investment trust or
other similar financial institution which ordinarily engages in the business of making or
holding loans secured by collateral similar to the Premises, or an affiliate thereof,
including without limitation, Federal Home Loan Mortgage Corporation (“Institutional
Lender”), shall be liable to perform the full obligations of Lessee under this Lease until a
subsequent transfer of the Lease under subsection 12.1.2.2 or a transfer otherwise
approved by County, and shall thereafter be released from any liability subsequently
accruing or arising under this Lease.

12.1.3.2 A transferee under subsection 12.1.2.1 which is not an Institutional
Lender and any subsequent transferee under the provisions of subsection 12.1.2.2 shall
be liable to perform the full obligations of Lessee under this Lease and as a condition to
the completion of such transfer must cure, remedy, or correct any Event of Default
existing at the time of such transfer or arising thereafter due to an event or occurrence
before date of transfer, other than those Events of Default that are not reasonably
susceptible of being cured as provided herein.

12.1.3.3  Neither an Administrative Charge nor any Net Proceeds Share
shall be payable in respect of or charged against any amount payable under the
Encumbrance to or for the benefit of the Encumbrance Holder in connection with a
transfer pursuant to subsection 12.1.2.

12.2  Right to Notice and Cure Defaults. All Encumbrance Holders and Major Sublessees
shall have the right, at any time during the term of its Encumbrance or Major Sublease, as
applicable, but prior to the termination of this Lease, and as further provided in Section 12.4, to do
any act or thing required of Lessee in order to prevent termination of Lessee’s rights hereunder, and
all such acts or things so done hereunder shall be treated by County the same as if performed by
Lessee.

12.3  No Subordination. County’s rights in the Premises and this Lease, including without
limitation County’s right to receive Annual Minimum Rent and Percentage Rent, shall not be
subordinated to the rights of any Encumbrance Holder. Notwithstanding the foregoing, an
Encumbrance Holder shall have all of the rights set forth in the security instrument creating the
Encumbrance, as approved by County in accordance with Section 12.1, to the extent that such rights
are not inconsistent with the terms of this Lease, including the right to commence an action against
Lessee for the appointment of a receiver and to obtain possession of the Premises under and in
accordance with the terms of said Encumbrance, provided that all obligations of Lessee hereunder
shall be kept current, including but not limited to the payment of rent and curing of all defaults or
Events of Default hereunder.
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12.4  Delay in Exercising Termination Remedy. County shall not exercise any remedy
available to it upon the occurrence of an Event of Default (other than pursuant to Section 13.5),
unless it first shall have given written notice of such default to each and every Major Sublessee and
Encumbrance Holder that have notified Director in writing of its interest in the Premises or this
Lease and the addresses to which such notice should be delivered. Such notice shall be sent
simultaneously with the notice or notices to Lessee. An Encumbrance Holder or Major Sublessee
shall have the right and the power to cure the Event of Default specified in such notice in the manner
prescribed below. If such Event or Events of Default are so cured, this Lease shall remain in full
force and effect.

12.4.1 Manner of Curing Default. Events of Default may be cured by an
Encumbrance Holder or Major Sublessee in the following manner:

(1) If the Event of Default is in the payment of rental, taxes, insurance premiums,
utility charges or any other sum of money, an Encumbrance Holder or the Major Sublessee may pay
the same, together with any Late Fee or interest payable thereon, to County or other payee within
thirty five (35) days after mailing of the aforesaid notice of default to the Encumbrance Holder or the
Major Sublessee. I, after such payment to County, Lessee pays the same or any part thereof to
County, County shall refund said payment (or portion thereof) to such Encumbrance Holder or
Major Sublessee.

(2) If the Event of Default cannot be cured by the payment of money, but is
otherwise curable, the default may be cured by an Encumbrance Holder or Major Sublessee as
follows:

(a) If an Encumbrance Holder or Major Sublessee cures, remedies and
corrects the default within thirty (30) days after the end of Lessee’s cure period as provided
in Section 13.1 hereof; provided, however, if curing of such default requires activity over a
longer period of time, such default may be cured if within said thirty (30) day period, such
Encumbrance Holder or Major Sublessee commences and thereafter continues to use due
diligence to perform whatever acts may be required to cure the particular default; in the event
Lessee commences to cure the default within Lessee’s applicable cure period and thereafter
fails or ceases to pursue the cure with due diligence, the Encumbrance Holder’s and Major
Sublessee’s thirty (30) day period shall commence upon the later of the end of Lessee’s cure
period or the date upon which County notifies the Encumbrance Holder and/or Major
Sublessee that Lessee has failed or ceased to cure the default with due diligence.

(b) With respect to an Encumbrance Holder, but not a Major Sublessee,
if before the expiration of said thirty (30) day period, said Encumbrance Holder notifies
County of its intent to commence foreclosure of its interest (whether judicially or under the
power of sale or otherwise), and within sixty (60) days after the mailing of said notice, said
Encumbrance Holder (i) actually commences foreclosure proceedings and prosecutes the
same thereafter with due diligence, said sixty (60) day period shall be extended by the time
necessary to complete such foreclosure proceedings, or (ii) if said Encumbrance Holder is
prevented from commencing foreclosure proceedings by any order, judgment or decree of
any court or regulatory body of competent jurisdiction, and said Encumbrance Holder
diligently seeks release from or reversal of such order, judgment or decree, said sixty (60)
day period shall be extended by the time necessary to obtain such release or reversal and
thereafter to complete such foreclosure proceedings. Within thirty five (35) days after such
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foreclosure sale and the vesting of title in the purchaser thereat (whether or not such
purchaser is the Encumbrance Holder), said purchaser shall, as a condition to the completion
of such transfer, cure, remedy or correct the default, or commence and thereafter pursue with
due diligence, the performance of the thing or acts required to be done to cure, correct and
remedy said default.

12.5 Amendment: Voluntary Termination or Surrender. This Lease shall not be amended
or voluntarily or consensually terminated or surrendered by Lessee without the prior written consent
of the Encumbrance Holder.

126 New Lease. Inthe event that this Lease is terminated by County at any time by
reason of an Event of Default by Lessee which shall be incurable by Encumbrance Holder, or by a
surrender, cancellation or termination by Lessee, or if Lessee shall have rejected or otherwise
terminated this Lease pursuant to Applicable Law, then, at Encumbrance Holder’s election, County
shall enter into a new lease with Encumbrance Holder or an affiliate thereof for the then remaining
Term of this Lease on the same terms and conditions as shall then be contained in this Lease,
provided that Encumbrance Holder shall, as a condition to such new lease cure all Events of Default
which may have existed which can be cured by the payment of money, and agree to cure within such
period of time as reasonably considered by Director to be appropriate given the nature of the default,
all other Events of Default which may have existed which are reasonably susceptible of being cured
as provided herein. Encumbrance Holder’s election shall be made by giving County written notice
of such election within ten (10) days after the event giving rise to Encumbrance Holder’s election.
Within a reasonable period after request therefore, County shall execute and return to Encumbrance
Holder any and all documents reasonably necessary to secure or evidence Encumbrance Holder’s
interest in the new lease or the Premises. From and after the effective date of the new lease,
Encumbrance Holder (or its affiliate) may on one occasion assign or transfer its interest to any
person or entity without obtaining County’s or Director’s consent thereto, and Encumbrance Holder
(or its affiliate) shall be thereupon relieved of all further liability under the Lease or the new lease
accruing after the date of such transfer, and such assignee or transferee shall expressly assume all of
the Lessee’s obligations thereunder; provided that Encumbrance Holder shall remain liable to cure
the defaults which existed as of the date of the termination of the prior lease, the cure (or agreement
to cure) of which was a condition to the grant of the new lease. Any other subsequent transfer or
assignment of such lease shall be subject to all of the requirements of Article 11 of this Lease. If
there are multiple Encumbrance Holders, this right shall inure to the most junior Encumbrance
Holder in order of priority; provided, however, if such junior Encumbrance Holder shall accept the
new lease, the priority of each of the more senior Encumbrance Holders shall be restored in
accordance with all terms and conditions of such Encumbrances(s). If a junior Encumbrance Holder
does not elect to accept the new lease within ten (10) days of receipt of notice from County, the right
to enter into a new lease shall be provided to the next most senior Encumbrance Holder, under the
terms and conditions described herein, until an Encumbrance Holder either elects to accept a new
lease, or no Encumbrance Holder so elects.

13. DEFAULT.

13.1 Events of Default. The following are deemed to be “Events of Default” hereunder:

13.1.1 Monetary Defaults. The failure of Lessee to pay the rentals due, or make any
other monetary payments required under this Lease (including, without limitation, deposits to
the Renovation Fund and/or Furnishings Fund), within five (5) days after written notice that
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said payments are overdue. Lessee may cure such nonpayment by paying the amount
overdue, with interest thereon and the applicable Late Fee, within such five (5) day period.

13.1.2 Failure to Comply with Construction Obligations. The failure of Lessee to
comply with the obligations and timeframes set forth in Article 5 of this Lease if not cured
within ten (10) business days after written notice of such failure, if no other notice of such
failure is otherwise required hereunder.

13.1.3 Maintenance of Security Deposit. The failure of Lessee to maintain and/or
replenish the Security Deposit required pursuant to Article 8 of this Lease if not cured within
ten (10) days after written notice of such failure.

13.1.4 Failure to Perform Other Obligations. The failure of Lessee to keep, perform,
and observe any and all other promises, covenants, conditions and agreements set forth in
this Lease, including without limitation the obligation to maintain adequate accounting and
financial records, within thirty five (35) days after written notice of Lessee’s failure to
perform from Director; provided, however, that where Lessee’s performance of such
covenant, condition or agreement is not reasonably susceptible of completion within such
thirty five (35) day period and Lessee has in good faith commenced and is continuing to
perform the acts necessary to perform such covenant, condition or agreement within such
thirty five (35) day period, County will not exercise any remedy available to it hereunder for
so long as Lessee uses reasonable due diligence in continuing to pursue to completion the
performance such covenant, condition or agreement and so completes performance within a
reasonable time.

13.1.5 Nonuse of Premises. The abandonment, vacation, or discontinuance of use of
the Premises, or any substantial portion thereof, for a period of thirty five (35) days after
written notice of Lessee’s breach of this Section 13.1.5, except when prevented by Force
Majeure or when closed for renovations or repairs required or permitted to be made under
this Lease.

Any notice required to be given by County pursuant to subsections 13.1.1 through
and including 13.1.5 shall be in addition to, and not in lieu of, any notice required under Section
1161 of the California Code of Civil Procedure.

13.2 Limitation on Events of Default. Lessee shall not be considered in default as to any
provision of this Lease when such default is the result of or pursuant to, any process, order, or decree
of any court or regulatory body of competent jurisdiction, or any other circumstances which are
physically impossible to cure provided Lessee uses due diligence in pursuing whatever is required to
obtain release from or reversal of such process, order, or decree or is attempting to remedy such
other circumstances preventing its performance.

13.3 Remedies. Upon the occurrence of an Event of Default, and subject to the rights of
any Encumbrance Holder or Major Sublessee to cure such Event of Default as provided in Section
12.4 hereof, County shall have, in addition to any other remedies in law or equity, the following
remedies which are cumulative:

13.3.1 Terminate Lease. County may terminate this Lease by giving Lessee written
notice of termination. On the giving of the notice, all Lessee’s rights in the Premises and in
all Improvements shall terminate. Promptly after notice of termination, Lessee shall
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surrender and vacate the Premises and all Improvements in broom-clean condition, and
County may re-enter and take possession of the Premises and all remaining Improvements
and, except as otherwise specifically provided in this Lease, eject all parties in possession or
eject some and not others, or eject none. Termination under this subsection shall not relieve
Lessee from the payment of any sum then due to County or from any claim for damages
against Lessee as set forth in subsection 13.4.3, or from Lessee’s obligation to remove
Improvements at County’s election in accordance with Article 2. County agrees to use
reasonable efforts to mitigate damages.

13.3.2 Keep Lease in Effect. Without terminating this Lease, so long as County does
not deprive Lessee of legal possession of the Premises and allows Lessee to assign or sublet
subject only to County’s rights set forth herein, County may continue this Lease in effect and
bring suit from time to time for rent and other sums due, and for Lessee’s breach of other
covenants and agreements herein. No act by or on behalf of County under this provision
shall constitute a termination of this Lease unless County gives Lessee written notice of
termination. It is the intention of the parties to incorporate the provisions of California Civil
Code Section 1951.4 by means of this provision.

13.3.3 Termination Following Continuance. Even though it may have kept this
Lease in effect pursuant to subsection 13.3.2, thereafter County may elect to terminate this
Lease and all of Lessee’s rights in or to the Premises unless prior to such termination Lessee
shall have cured the Event of Default or shall have satisfied the provisions of Section 13.2,
hereof. County agrees to use reasonable efforts to mitigate damages.

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

13.4.1 Unpaid Rent. The worth, at the time of the award, of the unpaid rent that had
been earned at the time of termination of this Lease;

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

13.4.3 Other Amounts. The amounts necessary to compensate County for the sums
and other obligations which under the terms of this Lease become due prior to, upon or as a
result of the expiration of the Term or sooner termination of this Lease, including without
limitation, those amounts of unpaid taxes, insurance premiums and utilities for the time
preceding surrender of possession, the cost of removal of rubble, debris and other above-
ground Improvements, attorney’s fees, court costs, and unpaid Administrative Charges, Net
Proceeds Shares and Net Refinancing Proceeds.

13.5 Others’ Right to Cure Lessee’s Default. County (and any Encumbrance Holder or
Major Sublessee, as provided in the last sentence of this section), at any time after Lessee’s failure to
perform any covenant, condition or agreement contained herein beyond any applicable notice and
cure period, may cure such failure at Lessee’s cost and expense. If, after delivering to Lessee two
(2) or more written notices with respect to any such default, County at any time, by reason of
Lessee’s continuing failure, pays or expends any sum, Lessee shall immediately pay to County the
lesser of the following amounts: (1) twice the amount expended by County to cure such default and
(2) the amount expended by County to cure such default, plus one thousand dollars ($1,000). To the
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extent practicable, County shall give any Encumbrance Holders or Major Sublessees the reasonable
opportunity to cure Lessee’s default prior to County’s expenditure of any amounts thereon.

13.6 Default by County. County shall be in default in the performance of any obligation
required to be performed by County under this Lease if County has failed to perform such obligation
within thirty (30) days after the receipt of notice from Lessee specifying in detail County’s failure to
perform; provided, however, that if the nature of County’s obligation is such that more than thirty
(30) days are required for its performance, County shall not be deemed in default if it shall
commence such performance within thirty (30) days and thereafter diligently pursues the same to
completion. Lessee shall have no right to exercise any remedy as a result of any default by County
until Lessee gives thirty (30) days notice to any person having a recorded interest pertaining to
County’s interest in this Lease or the Premises. Such person shall then have the right to cure such
default, and County shall not be deemed in default if such person cures such default within thirty
(30) days after receipt of notice of the default, or such longer time as may be reasonably necessary to
cure the default. Notwithstanding anything to the contrary in this Lease, County’s liability to Lessee
for damages arising out of or in connection with County’s breach of any provision or provisions of
this Lease shall not exceed the value of County’s equity interest in the Premises and its right to
insurance proceeds in connection with the policies required under Article 9 hereof.

14. ACCOUNTING.

14.1  Maintenance of Records and Accounting Method. In order to determine the amount
of and provide for the payment of the Annual Minimum Rent, Percentage Rent, Administrative
Charge, Net Proceeds Share, Net Refinancing Proceeds and other sums due under this Lease, Lessee
and all Sublessees shall at all times during the Term of this Lease, and for thirty six (36) months
thereafter, keep, or cause to be kept, locally, to the reasonable satisfaction of Director, true, accurate,
and complete records and double-entry books of account for the current and five (S) prior
Accounting Years, such records to show all transactions relative to the conduct of operations, and to
be supported by data of original entry. Such records shall detail transactions conducted on or from
the Premises separate and apart from those in connection with Lessee’s (or sublessee’s or licensee’s,
as appropriate) other business operations, if any. With respect to its preparation of the reports and
maintenance of records required herein, Lessee shall utilize either: (i) the accrual method of
accounting, or (i1) a modified accrual method of accounting, modified in that (A) delinquent rents
due from individual tenants (but not corporate tenants) is not accrued, (B) expenses are accrued on
an approximate basis (i.e., materiality) each month during the fiscal year with full accrual treatment
for the full fiscal year financial statements, and (C) depreciation is calculated on a tax basis rather
than a GAAP basis.

14.2  Cash Registers. To the extent retail sales are conducted on the Premises, or other
cash or credit sales of goods or services are conducted, all such sales shall be recorded by means of
cash registers or computers which automatically issue a customer’s receipt or certify the amount
recorded in a sales slip. Said cash registers shall in all cases have locked-in sales totals and
transaction counters which are constantly accumulating and which cannot, in either case, be reset,
and in addition thereto, a tape (or other equivalent security mechanism) located within the register on
which transaction numbers and sales details are imprinted. Beginning and ending cash register
readings shall be made a matter of daily record.

Lessee shall cause to be implemented point of sale systems which can accurately
verify all sales for audit purposes and customer review purposes, which system shall be submitted to
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the Director in advance of installation for his approval, which approval will not be unreasonably
withheld.

Lessee’s obligations set forth in this Section 14.2 include Lessee’s obligation to
insure that Lessee’s sublessees, licensees, permittees, concessionaires and any other occupants of
any portion of the Premises keep records sufficient to permit County and County’s auditors to
determine the proper levels of 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 showing Gross Receipts during the preceding
calendar month, together with its calculation of the amount payable to County under Sections 4.2
through 4.8 inclusive, and shall accompany same with remittance of amount so shown to be due.

14.4  Availability of Records for Inspector’s Audit. Books of account and records
hereinabove required shall be kept or made available at the Premises or at another location within
Los Angeles County, and County and other governmental authorities shall have the right at any
reasonable times to examine and audit said books and records, without restriction, for the purpose of
determining the accuracy thereof and of the monthly statements of Gross Receipts derived from
occupancy of the Premises and the compliance of Lessee with the terms of this Lease and other
governmental requirements. This Section 14.4 shall survive the expiration of the Term or other
termination of this Lease for thirty six (36) months after such expiration or termination.

14.4.1 Entry by County. County and its duly authorized representatives or agents
may enter upon the Premises at any and all reasonable times during the Term of this Lease
for the purpose of determining whether or not Lessee is complying with the terms and
conditions hereof, or for any other purpose incidental to the rights of County.

14.5 Cost of Audit. In the event that, for 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, Lessee agrees to pay all expenses incurred by County in
conducting any audit at the location where said records and books of account are maintained. In the
event that any audit discloses a discrepancy in County’s favor of greater than two percent (2%) of
the revenue due County for the period audited, then Lessee shall pay County audit contract costs,
together with the amount of any identified deficiency, with interest thereon and Late Fee provided by
Section 4.5.

14.6  Additional Accounting Methods. County may require the installation of any
additional accounting methods or machines which are typically used by major residential
management companies and which County reasonably deems necessary if the system then being
used by Lessee does not adequately verify sales for audit or customer receipt purposes.

14.7  Accounting Year. The term “Accounting Year” as used herein shall mean each
calendar year during the Term.

14.8  Annual Financial Statements. Within six (6) months after the end of each Accounting
Year or, at Lessee’s election, after the completion of Lessee’s fiscal year, Lessee shall deliver to
County a set of audited and certified financial statements prepared by a Certified Public Accountant
who is a member of the American Institute of Certified Public Accountants and is satisfactory to
County, setting forth Lessee’s financial condition and the result of Lessee’s operations for such
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Accounting Year and shall include a certification of and unqualified opinion concerning Lessee’s
Gross Receipts (including a breakdown by category). All financial statements prepared by or on
behalf of Lessee shall be prepared in a manner that permits County to determine the financial results
of operations in connection with Lessee’s activities at, from or relating to the Premises,
notwithstanding that Lessee may have income and expenses from other activities unrelated to its
activities on the Premises. Upon request by Lessee, Director shall have the authority in Director’s
discretion, but not the obligation, to accept the financial statements described in this Section 14.8 in
a form certified by an officer or employee of Lessee who is a Certified Public Accountant and a
member of the American Institute of Certified Public Accountants. If at any time Director accepts
certified financial statements, Director shall have the right at any time thereafter to reimpose the
requirement that Lessee’s financial statements be delivered in audited form as described above.

149  Accounting Obligations of Sublessees. Lessee shall cause all sublessees, licensees,
concessionaires and others conducting business operations on or from the Premises to comply with
all terms of this Article 14 with respect to the maintenance, form, availability and methodology of
accounting records, but with respect to Section 14.8, such sublesses, licensees and concessionaires
(other than a Major Sublessee) shall be required to provide only books and accounting records
(including a Gross Receipts Statement) certified by an officer or employee of such sublessee,
licensee or concessionaire, and shall not be required to deliver audited financial statements. Upon
request of County, Lessee shall certify to County as to whether its sublessees, licensees and
concessionaires are in compliance with this Article 14.

14.10 Inadequacy of Records. In the event that Lessee or its sublessees, licensees or
concessionaires, as appropriate, fails to keep the records required by this Article 14 such that a
Certified Public Accountant is unable to issue an unqualified opinion as to Gross Receipts, such
failure shall be deemed a breach of this Lease by Lessee. In addition to the other remedies available
to County at law or equity as a result of such breach (subject to the limitations of this Section 14.10
pertaining to a Sublessee Breach, as defined below), County may prepare a calculation of the
Percentage Rent payable by Lessee during the period in which the accounting records were
inadequately maintained. Such calculation may be based on the past Gross Receipts levels on or
from the Premises, the past or present level of Gross Receipts experienced by tenants of comparable
leaseholds in Marina del Rey with comparable business operations, or any other method as
determined by Director and shall utilize such methodology as Director deems reasonable. Within
five (5) days after receipt of County’s determination of Percentage Rent due, if any, Lessee shall pay
such Percentage Rent, together with a late fee of six percent (6%) and interest to the date of payment
at the Applicable Rate from the date upon which each unpaid instaliment of Percentage Rent was
due, together with County’s Actual Cost in connection with the attempted audit of the inadequate
records and the reconstruction and estimation of Gross Receipts and the calculation of Percentage
Rent due. Lessee may cure the failure of any Sublessees, licensees or concessionaires to keep the
records required by this Article 14 (a “Sublessee Breach”) by paying to County the amount of
County’s estimate of Percentage Rent due as determined above, together with a late fee of six
percent (6%) and interest to the date of payment at the Applicable Rate from the date upon which
each unpaid installment of Percentage Rent was due, together with County’s Actual Cost in
connection with the attempted audit of the inadequate records and the reconstruction and estimation
of Gross Receipts and the calculation of Percentage Rent due, within five (5) days after receipt of
County’s determination of such Percentage Rent due. As long as Lessee cures a Sublessee Breach as
provided above, such cure shall be County’s sole remedy for the Sublessee Breach.

15. MISCELLANEQUS.
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15.1  Quiet Enjoyment. Lessee shall have the quiet and undisturbed possession of the
Premises throughout the Term of this Lease, subject, however, to the terms and conditions of this
Lease.

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

153  County Costs. Lessee shall promptly reimburse County for the Actual Costs incurred
by County in the review, negotiation, preparation and documentation of this Lease and the term
sheets and memoranda that preceded it. The parties acknowledge that Lessee has deposited the sum
of One Hundred Forty Thousand Dollars ($140,000) toward those costs. County shall deliver to
Lessee a report detailing such expenditures within ninety (90) days after the Effective Date.

15.4 County Disclosure and Lessee’s Waiver.

15.4.1 Disclosures and Waiver.

15.4.1.1 “ASIS”. Lessee acknowledges that it is currently in possession of
the Premises and that Lessee or its predecessor-in-interest has continuously occupied
and/or managed and operated the Premises since 1962. Lessee accepts the Premises in
their present condition notwithstanding the fact that there may be certain defects in the
Premises, whether or not known to either party to this Lease, at the time of the execution
of this Lease by Lessee and Lessee hereby represents that it has performed all
investigations necessary, including without limitation soils and engineering inspections,
in connection with its acceptance of the Premises “AS IS”.

15.4.1.2  Lessee acknowledges that it may incur additional engineering and
construction costs above and beyond those contemplated by either party to this Lease at
the time of the execution hereof and Lessee agrees that, it will make no demands upon
County for any construction, alterations, or any kind of labor that may be necessitated in
connection therewith.

15.4.1.3  Lessee hereby waives, withdraws, releases, and relinquishes any
and all claims, suits, causes of action (other than a right to terminate as otherwise
provided in this Lease), rights of rescission, or charges against County, its officers,
agents, employees or volunteers which Lessee now has or may have or asserts in the
future which are based upon any defects in the physical condition of the Premises and
the soil thereon and thereunder, regardless of whether or not said conditions were known
at the time of the execution of this instrument.

15.4.1.4  California Civil Code Section 1542 provides as follows:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS FAVOR AT
THE TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM
MUST HAVE MATERIALLY AFFECTED HIS SETTLEMENT WITH THE
DEBTOR.
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By initialing this paragraph, Lessee acknowledges that it has read, is familiar with, and
waives the provisions of California Civil Code §1542 set forth above, and agrees to all
of the provisions of subsection 15.4.1.3 above,

15.4.2 Right of Offset. Lessee acknowledges that the rent provided for in this Lease
has been agreed upon in light of Lessee’s construction, maintenance and repair obligations
set forth herein, and, notwithstanding anything to the contrary provided in this Lease or by
applicable law, Lessee hereby waives any and all rights, if any, to make repairs at the
expense of County and to deduct or offset the cost thereof from the Annual Minimum Rent,
Monthly Minimum Rent, Percentage Rent or any other sums due County hereunder.

15.5 Holding Over. If Lessee holds over after the expiration of the Term for any cause,
with or without the express or implied consent of County, such holding over shall be deemed to be a
tenancy from month-to-month only, and shall not constitute a renewal or extension of the Term.
During any such holdover period, the Minimum Monthly Rent and Percentage Rent rates in effect at
the end of the Term shall be increased to one hundred fifty percent (150%) of such previously
effective amounts. Such holdover shall otherwise be subject to the same terms, conditions,
restrictions and provisions as herein contained. Such holding over shall include any time employed
by Lessee to remove machines, appliances and other equipment during the time periods herein
provided for such removal.

Nothing contained herein shall be construed as consent by County to any holding
over by Lessee, and County expressly reserves the right to require Lessee to surrender possession of
the Premises to County as provided in this Lease upon the expiration or other termination of this
Lease. The provisions of this Section 15.5 shall not be deemed to limit or constitute a waiver of any
other rights or remedies of County provided at law or in equity. If Lessee fails to surrender the
Premises upon the termination or expiration of this Lease, in addition to any other liabilities to
County accruing therefrom, Lessee shall protect, defend, indemnify and hold County harmless from
all losses, costs (including reasonable attorneys’ fees), damages, claims and liabilities resulting from
such failure, including, without limitation, any claims made by any succeeding tenant arising from
such failure to surrender, and any lost profits to County resulting therefrom.

15.6  Waiver of Conditions or Covenants. Except as stated in writing by the waiving party,
any waiver by either party of any breach of any one or more of the covenants, conditions, terms, and
agreements of this Lease shall not be construed to be a waiver of any subsequent or other breach of
the same or of any other covenant, condition, term, or agreement of this Lease, nor shall failure on
the part of either party to require exact full and complete compliance with any of the covenants,
conditions, terms, or agreements of this Lease be construed as in any manner changing the terms
hereof or estopping that party from enforcing the full provisions hereof, nor shall the terms of this
Lease be changed or altered in any manner whatsoever other than by written agreement of County
and Lessee. No delay, failure, or omission of County to re-enter the Premises or of either party to
exercise any right, power, privilege, or option, arising from any default, nor any subsequent
acceptance of rent then or thereafter accrued shall impair any such right, power, privilege, or option
or be construed as a waiver of or acquiescence in such default or as a relinquishment of any right.
No notice to Lessee shall be required to restore or revive “time of the essence” after the waiver by
County of any default. Except as specifically provided in this Lease, no option, right, power,
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remedy, or privilege of either party shall be construed as being exhausted by the exercise thereof in
one or more instances.

15.7 Remedies Cumulative. The rights, powers, options, and remedies given County by
this agreement shall be cumulative except as otherwise specifically provided for in this Lease.

15.8  Authorized Right of Entry. In any and all cases in which provision is made herein for
termination of this Lease, or for exercise by County of right of entry or re-entry upon the Premises,
or in case of abandonment or vacation of the Premises by Lessee, Lessee hereby irrevocably
authorizes County to enter upon the Premises and remove any and all persons and property
whatsoever situated upon the Premises and place all or any portion of said property, except such
property as may be forfeited to County, in storage for the account of and at the expense of Lessee.

Lessee agrees to indemnify, defend and save harmless County from any cost,
expense, loss or damage arising out of or caused by any such entry or re-entry upon the Premises and
the removal of persons and property and storage of such property by County and its agents.

15.9 Place of Payment and Filing. All rentals shall be paid to and all statements and
reports herein required and other items deliverable to County hereunder shall be filed with or
delivered to the Department. Checks, drafts, letters of credit and money orders shall be made
payable to the County of Los Angeles.

15.10 Service of Written Notice or Process. Any notice required to be sent under this Lease
shall be in compliance with and subject to this Section 15.10. If Lessee is not a resident of the State
of California, or is an association or partnership without a member or partner resident of said State,
or is a foreign corporation, Lessee shall file with Director a designation of a natural person residing
in the County of Los Angeles, State of California, or a service company, such as CT Corporation,
which is authorized to accept service, giving his or its name, residence, and business address, as the
agent of Lessee for the service of process in any court action between Lessee and County, arising out
of or based upon this Lease, and the delivery to such agent of written notice or a copy of any process
in such action shall constitute a valid service upon Lessee.

If for any reason service of such process upon such agent is not possible, then any
officer of Lessee may be personally served with such process outside of the State of California and
such service shall constitute valid service upon Lessee; and it is further expressly agreed that Lessee
is amenable to such process and submits to the jurisdiction of the court so acquired and waives any
and all objection and protest thereto.

Written notice addressed to Lessee at the addresses below-described, or to such
other address that Lessee may in writing file with Director, shall be deemed sufficient if said notice
is delivered personally, by telecopy or facsimile transmission or, provided in all cases there is a
return receipt requested or the delivery service maintains records of delivery, and postage or other
delivery charges are prepaid, by registered or certified mail posted in the County of Los Angeles,
California, Federal Express, UPS, Airborne or DHL, or such other services as Lessee and County
may mutually agree upon from time to time. Each notice shall be deemed received and the time
period for which a response to any such notice must be given or any action taken with respect thereto
(including cure of any prospective Event of Default) shall commence to run from the date of actual
receipt of the notice by the addressee thereof in the case of personal delivery, telecopy or facsimile
transmission if before 5:00 p.m. on regular business days, or upon the expiration of the third (3rd)
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business day after such notice is sent from within Los Angeles County in the case of such registered
or certified mail as authorized in this Section.

Copies of any written notice to Lessee shall also be simultaneously mailed to any
Encumbrance Holder, Major Sublessee or encumbrancer of such Major Sublessee of which County
has been given written notice and an address for service. Notice given to Lessee as provided for
herein shall be effective as to Lessee notwithstanding the failure to send a copy to such
Encumbrance Holder, Major Sublessee or encumbrancer.

As of the date of execution hereof, the persons authorized to receive notice on behalf
of County and Lessee are as follows:

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

With a Copy to: Oftice of County Counsel
Los Angeles County
500 West Temple Street
Los Angeles, California 90012
Attn: County Counsel
Phone: 213/974-1801
Fax: 213/617-7182

LESSEE: Marina del Rey Country Club Apartments
2222 Corinth Avenue
Los Angeles, California 90064
Attn: Darby T. Keen
Phone: 310/444-2241
Fax: 310/479-1451

With a Copy to: Brown, Winfield & Canzoneri, Inc.
300 South Grand Avenue
Suite 1500
Los Angeles, California 90071
Attn: C. Geoffrey Mitchell
Phone: 213/687-2148
Fax:  213/687-2149

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

installments of Annual Minimum Rent and Percentage Rent.
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15.12 Captions. The captions contained in this Lease are for informational purposes only,
and are not to be used to interpret or explain the particular provisions of this Lease.

15.13 Attorneys’ Fees. In the event of any action, proceeding or arbitration arising out of or
in connection with this Lease, whether or not pursued to judgment, the prevailing party shall be
entitled, in addition to all other relief, to recover its costs and reasonable attorneys’ fees, including
without limitation attorneys’ fees for County Counsel’s services where County is represented by the
County Counsel and is the prevailing party, and also including all fees, costs and expenses incurred
in executing, perfecting, enforcing and collecting any judgment.

15.14 Amendments. This Lease may only be amended in writing executed by duly
authorized officials of Lessee and County. Notwithstanding the foregoing, Director shall have the
power to execute such amendments to this Lease as are necessary to implement any arbitration
judgment issued pursuant to this Lease.

15.15 Time For Director Approvals. Except where a different time period is specifically
provided for in this Lease, whenever in this Lease the approval of Director is required, approval shall
be deemed not given unless within thirty (30) days after the date of the receipt of the written request
for approval from Lessee, Director either (a) approves such request in writing, or (b) notifies Lessee
that it is not reasonably possible with diligence to complete such review within the thirty (30)-day
period, provides a final date (which date shall be the earliest practical date and in any event, not
more than a sixty (60) day period) for approval or disapproval by Director (the “Extended Time”)
and approves such request in writing prior to such Extended Time. If Director does not approve
such request in writing within such Extended Time, the request shall be deemed to be disapproved.
In any instance in this Lease when the failure of Director to approve or disapprove a matter within a
specified time period is deemed to be a disapproval, Lessee may by notice request that Director
provide written reasons for the disapproval within a reasonable period following such request.

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

15.17 Estoppel Certificates. Each party agrees to execute, within ten (10) business days
after the receipt of a written request therefor from the other party, a certificate stating: the documents
comprising this Lease; that this Lease is in full force and effect and is unmodified (or stating
otherwise, if true); that, to the best knowledge of such party, such party and the other party are not
then in default under the terms of this Lease (or stating the grounds for default if such be the case);
and if requested, the amount of the Security Deposit, Annual Minimum Rent, Percentage Rent and
other material economic terms and conditions of this Lease. Prospective purchasers 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 defend and pay reasonable attorney’s fees, reasonable expert fees and court
costs.
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15.19 Controlled Prices. Lessee shall at all times maintain a complete list or schedule of the
prices charged for all goods or services, or combinations thereof, supplied to the public on or from
the Premises, whether the same are supplied by Lessee or by its Sublessees, assignees,
concessionaires, permittees or licensees. Said prices shall be fair and reasonable, based upon the
following two (2) considerations: first, that the property herein demised is intended to serve a public
use and to provide needed facilities to the public at fair and reasonable cost; and second, that Lessee
is entitled to a fair and reasonable return upon his investment pursuant to this Lease. In the event
that Director notifies Lessee that any of said prices are not fair and reasonable, Lessee shall have the
right to confer with Director and to justify said prices. If, after reasonable conference and
consultation, Director shall determine that any of said prices are not fair and reasonable, the same
shall be modified by Lessee or its Sublessees, assignees, concessionaires, permittees or licensees, as
directed. Lessee may appeal the determination of Director to the Board, whose decision shall be
final and conclusive. Pending such appeal, the prices fixed by Director shall be the maximum
charged by Lessee.

16.  ARBITRATION.

Except as otherwise provided by this Article 16, disputed matters which may be arbitrated
pursuant to this Lease shall be settled by binding arbitration in accordance with the then existing
provisions of the California Arbitration Act, which as of the date hereof is contained in Title 9 of
Part [II of the California Code of Civil Procedure, commencing with Section 1280.

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

~ (b)  Notwithstanding anything to the contrary which may now or hereafter be contained in
the California Arbitration Act, the parties agree that the following provisions shall apply to any and
all arbitration proceedings conducted pursuant to this Lease:

16.1  Selection of Arbitrator. The parties shall attempt to agree upon an arbitrator who
shall decide the matter. If, for any reason, the parties are unable to agree upon the arbitrator within
ten (10) days of the date the Initiating Party serves a request for arbitration on the Responding Party,
then at any time on or after such date either party may petition for the appointment of the arbitrator
as provided in California Code of Civil Procedure Section 1281.6.

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

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

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

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

(1) Unless the parties otherwise agree, the arbitrator shall appoint a time and
place for the hearing and shall cause notice thereof to be served as provided in said § 1282.2
not less than ninety (90) days before the hearing, regardless of the aggregate amount in
controversy.

(2)  No later than sixty (60) days prior to the date set for the hearing (unless, upon
a showing of good cause by either party, the arbitrator establishes a different period), in lieu
of the exchange and inspection authorized by Code of Civil Procedure § 1282.2(a)(2)(A), (B)
and (C), the parties shall simultaneously exchange the following documents by personal
delivery to each other and to the arbitrator:

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

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

(©) 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
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the hearing, together with complete and correct copies of all of such Written
Appraisal Evidence.

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

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

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

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

(d) if the issue involves Fair Market Rental Value or a valuation matter, a
list of all Written Appraisal Evidence, or written critiques of the other party’s
Written Appraisal Evidence if any, each intends to introduce at the hearing to rebut
the evidence presented by the other party, together with complete and correct copies
of all of such Written Appraisal Evidence (unless, upon a showing of good cause by
either party, the arbitrator establishes a different deadline for delivering true and
correct copies of such Written Appraisal Evidence); and

(e) Witnesses or documents to be used solely for impeachment of a
witness need not be identified or produced.

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

16.6  Statements of Position. The Statement of Position to be delivered by Section 16.5
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 forth 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 facts supporting
such party’s position.

(2) If the dispute relates to Improvement Costs, the Statements of Position shall
set forth the facts supporting such party’s position and the amount of each cost which the
party believes should be allowed or disallowed.
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16.7 Written Appraisal Evidence. Neither party may, at any time during the proceedings,
introduce any written report which expresses an opinion regarding Fair Market Rental Value or the
fair market value of the Premises, or any portion thereof, (“Written Appraisal Evidence”) unless
such Written Appraisal Evidence substantially complies with the following standards: it shall
describe the Premises; identify the uses permitted thereon; describe or take into consideration the
terms, conditions and restrictions of this Lease; correlate the appraisal method(s) applied; discuss the
relevant factors and data considered; review rentals paid by lessees in Marina del Rey and other
marina locations within Southern California who are authorized to conduct similar activities on
comparable leaseholds; and, describe the technique of analysis, limiting conditions and computations
that were used in the formulation of the valuation opinion expressed. With respect to disputes
regarding Fair Market Rental Value, such Written Appraisal Evidence shall express-an opinion
regarding the fair market rental value of the Premises as prescribed by Section 4.4.1. Written
Appraisal Evidence shall be in material conformity and subject to the requirements of the Code of
Professional Ethics and the Standards of Professional Practice of The Appraisal Institute or any
successor entity.

16.8  Evidence. The provisions of Code of Civil Procedure § 1282.2(a)(2)(E) shall not
apply to the arbitration proceeding. The arbitrator shall have no discretion to allow a party to
introduce witnesses, documents or Written Appraisal Evidence (other than impeachment testimony)
unless such information was previously delivered to the other party in accordance with Section 16.5
and, in the case of Written Appraisal Evidence, substantially complies with the requirements of
Section 16.7, or such evidence consists of a transcript of a deposition of an expert witness conducted
pursuant to Section 16.9. Notwithstanding the foregoing, the arbitrator may allow a party to
introduce evidence which, in the exercise of reasonable diligence, could not have been delivered to
the other party in accordance with Section 16.5, provided such evidence is otherwise permissible
hereunder.

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

16.10 Awards of Arbitrators.

16.10.1  Monetary Issues. With respect to monetary disputes (including without
limitation disputes regarding Percentage Rent, Fair Market Rental Value and the amount of
coverage under the policies of insurance required pursuant to Article 9 of this Lease), the
arbitrator shall have no right to propose a middle ground or any proposed modification of
either Statement of Position. The arbitrator shall instead select whichever of the two
Statements of Position is the closest to the monetary or numerical amount that the arbitrator
determines to be the appropriate determination of the rent, expense, claim, cost, delay,
coverage or other matter in dispute and shall render an award consistent with such Statement
of Position. For purposes of this Section 16.10, each dispute regarding Annual Minimum
Rent, each category of Percentage Rent and the amount of required insurance coverage shall
be considered separate disputes (a “Separate Dispute”). While the arbitrator shall have no
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right to propose a middle ground or any proposed modification of either Statement of
Position concering a Separate Dispute, the arbitrator shall have the right, if the arbitrator so
chooses, to choose one party’s Statement of Position on one or more of the Separate
Disputes, while selecting the other party’s Statement of Position on the remaining Separate
Disputes. For example, if the parties are unable to agree on the Annual Minimum Rent and
three Percentage Rent categories to be renegotiated pursuant to Section 4.4 and the amount of
liability insurance coverage to be renegotiated pursuant to Section 9.3, then there shall be
five Separate Disputes and the arbitrator shall be permitted to select the County’s Statement
of Position with respect to none, some or all of such five Separate Disputes and select the
Lessee’s Statement of Position, on the balance, if any, of such five Separate Disputes. Upon
the arbitrator’s selection of a Statement of Position, pursuant to this Article 16, the Statement
of Position so chosen and the award rendered by the arbitrator thereon shall be final and
binding upon the parties, absent Gross Error on the part of the arbitrator.

16.10.2  Nonmonetary Issues. With respect to nonmonetary issues and disputes,
the arbitrator shall determine the most appropriate resolution of the issue or dispute, taking
into account the Statements of Position submitted by the parties, and shall render an award
accordingly. Such award shall be final and binding upon the parties, absent Gross Error on
the part of the arbitrator.

16.11 Powers of Arbitrator. In rendering the award, the arbitrator shall have the power to
consult or examine experts or authorities not disclosed by a party pursuant to Section 16.5(2) hereof,
provided that each party is afforded the right to cross-examine such expert or rebut such authority.

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

16.13 Amendment to Implement Judgment. Within seven (7) days after the issuance of any
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 of a copy of the
amendment to Lessee, Lessee will sign the amendment and return the executed copy to the County,
which shall thereafter be executed by County as soon as reasonably practicable.

16.14 Impact of Gross Error Allegations. Where either party has charged the arbitrator with
Gross Error:

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

16.14.2 The party alleging Gross Error shall have the burden of proof.

16.14.3 For the purposes of this Section 16.14, the term “Gross Error” shall
mean that the arbitration award is subject to vacation pursuant to California Code of Civil
Procedure § 1286.2 or any successor provision.
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17.  DEFINITION OF TERMS:; INTERPRETATION.

17.1 Meanings of Words Not Specifically Defined. Words and phrases contained herein
shall be construed according to the context and the approved usage of the English language, but
technical words and phrases, and such others as have acquired a peculiar and appropriate meaning by
law, or are defined in Section 1.1, are to be construed according to such technical, peculiar, and
appropriate meaning or definition.

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

17.3 Business Days. For the purposes of this Lease, “business day” shall mean a business
day as set forth in Section 9 of the California Civil Code.

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

17.5  Governing Law. This Lease shall be governed by and interpreted in accordance with
the laws of the State of California.

17.6  Reasonableness Standard. Except where a different standard is specifically provided
otherwise herein, whenever the consent of County, the Director or Lessee is required under this
Lease, such consent shall not be unreasonably withheld or delayed, and whenever this Lease grants
County, the Director or Lessee the right to take action, to request or require the other party to take
action, exercise discretion, establish rules and regulations or make allocations or other
determinations, County, the Director and Lessee shall act reasonably and in good faith. These
provisions shall only apply to County acting in its proprietary capacity (whether directly or through
the Director). In any instance in this Lease where the Director disapproves a matter and there is no
express provision requiring the Director to provide reasons for such disapproval, Lessee may by
notice to County request that the Director provide written reasons for Director’s disapproval within a
reasonable period following such request.

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

17.8 Memorandum of Lease. The parties hereto shall execute and acknowledge a
Memorandum of Lease Extension, in recordable form and otherwise satisfactory to the parties
hereto, for recording on the Effective Date.

[REST OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF County and Lessee have entered into this Lease as of the day and
year first written above.

APPROVED AS TO FORM: THE COUNTY OF LOS ANGELES
LLOYD W. PELLMAN
COUNTY COUNSEL W W
By:
. Mayor, Board of Supervisors
By peer
Deputy

MARINA DEL REY COUNTRY CLUB APARTMENTS,
a California general partnership

By:  Howard F. Ruby, Trustee of The Howard F. Ruby Trust
wa dated September 5, 1978, as amended, Managing

Partner /L (= T iwtol
Wk

By:

Darby T. Keen, Attorney-in-Fact for Howard F.

Ruby, Trustee /_\%___,_\
By: Q@

Jame M ein, Attorney-in-Fact for Howard F.
Ruby,

By:  Edward R. Broida, Trustee of The Edward R. Broida
Trust No. 1 u/a dated April 2, 1976, as amended,
Partner

Richard D. Holt, Attorney-in-Fact for Edward
R. Broida, Trustee
ATTEST:

ADOPTED

APPROVED AS TO FORM: BOARG OF .. JRS

COUl\l v ;Ii"-' [ -

MUNGER, TOLLES & OLSON LLP 44 MAY 1 5 2001

> H [P S ’”(’uwt”
/ ’\'ﬁ&l&«; VARONA-LURENS ™

EXECUTIVE OFFICER

[C:\Data\Docs\#625831 v7 - Amended & 76
Restated Lease Agreement.doc)




EXHIBIT A
LEGAL DESCRIPTION OF PREMISES

All of Parcels 355 to 358 inclusive and portions of Parcels 339, 347 to 354
inclusive, and 359 to 369 inclusive, in the County of Los Angeles, State of California, as shown
on Los Angeles County Assessor’s Map No. 88, filed in Book 1, pages 53 to 70 inclusive, of
Assessor’s Maps, in the office of the Recorder of said County, described as a whole as follows:

Beginning at the intersection of a line parallel with and 20 feet southeasterly,
measured at right angles, from the southeasterly line of Parcel 370, as shown on said map, with a
line parallel with and 10 feet northeasterly, measured at right angles, from the southwesterly line
of said last mentioned parcel; thence South 36°00°30” East along said last mentioned parallel
line 421.79 feet to the beginning of a tangent curve concave to the southwest and having a radius
of 520 feet; thence southeasterly along said curve through a central angle of 16°54°54” a distance
of 153.52 feet; thence North 53°59°07> East 609.84 feet; thence South 36°00°53” East 24.33
feet; thence North 53°59°07” East 246.04 feet to a curve concentric with and 47 feet
southwesterly, measured radially, from a curve concave to the southwest and having a radius of
810 feet, said last mentioned curve being tangent at the northwesterly terminus thereof to a line
parallel with and 35.5 feet southwesterly, measured at right angles, from the straight line in the
southwesterly boundary of Parcel 406, as shown on said map, said northwesterly terminus being
distant South 36°00°53” East along said last mentioned parallel line 156.78 feet from a line
paralle]l with and 40 feet northwesterly, measured at right angles, from the straight line in the
northwesterly boundary of said last mentioned parcel; thence northwesterly along said concentric
curve 80.94 feet to a line parallel with and 2.5 feet southwesterly, measured at right angles, from
the northeasterly line of said Parcel 359; thence North 36°00°53” West along said last mentioned
paralle] line 100.20 feet to the southeasterly line of the northwesterly 55.5 feet of said last
mentioned parcel; thence South 52°40°22” West along said last mentioned southeasterly line
0.50 foot to the southwesterly line of the northeasterly 3 feet of said last mentioned parcel,
thence North 36°00°53” West along said last mentioned southwesterly line 2.00 feet to the
southeasterly line of the northwesterly 53.5 feet of said last mentioned parcel; thence South
52°40°22” West along said last mentioned southeasterly line 2.00 feet to the southwesterly line
of the northeasterly 5 feet of said last mentioned parcel; thence North 36°00°53” West along said
last mentioned southwesterly line 8.00 feet to the southeasterly line of the northwesterly 45.5 feet
of said last mentioned parcel; thence North 52°40°22” East along said last mentioned
southeasterly line 2.00 feet to a line parallel with and 3 feet southwesterly, measured at right
angles, from said northeasterly line; westerly, measured at right angles, from said northeasterly
line; thence North 36°00°53” West along said last mentioned parallel line 98.03 feet to the
northwesterly line of the southeasterly 52.5 feet of said Parcel 360; thence North 52°40°22” East
along said northwesterly line 0.50 foot to a line parallel with and 2.5 feet southwesterly,
measured at right angles, from the northeasterly line of said last mentioned parcel; thence North
36°00°53” West along said last mentioned parallel line 327.59 feet to said first mentioned
parallel line; thence South 52°40°22” West along said first mentioned parallel line 837.83 feet to
the point of beginning.
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Together with a right of way for ingress and egress over those portions of said
Parcels 362 to 369 inclusive, which lie northwesterly of a line paralle]l with and 20 feet
southeasterly, measured at right angles, from the northwesterly line of said Parcel 362.

Also together with a temporary right of way for ingress and egress, to be used in
common with others, over those portions of said Parcels 353, 354 and 369, within a strip of land
24 feet wide, lying 12 feet on each side of the following described center line:

Commencing at the intersection of a line parallel with and 30 feet southwesterly,
measured at right angles, from that certain course of North 36°00°30” West 20.01 feet in the
southwesterly boundary of said Parcel 369, with a line parallel with and 10 feet northwesterly,
measured at right angles, from that certain course of North 52°40°22” East 60.01 feet in the
northwesterly boundary of said last mentioned parcel; thence South 52°40°22” West along said
last mentioned parallel line 4.00 feet to the true point of beginning; thence South 27°30°28” East
42.29 feet to the beginning of a curve concave to the northeast, having a radius of 250 feet,
tangent to said last mentioned course and tangent to a line parallel with and 17 feet northeasterly,
measured at right angles, from that certain course of North 36°00°30” West 380.01 feet in said
southwesterly boundary; thence southeasterly along said curve 37.11 feet to said last mentioned
parallel line; thence South 36°00°30” East along said last mentioned parallel line 351.72 feet to a
line parallel with and 17 feet northeasterly, measured at right angles, from the southwesterly line
of said Parcel 353; thence South 34°06°16” East along said last mentioned parallel line to the
southwesterly prolongation of above described course of North 53°59°07” East 609.84 feet in the
southeasterly boundary of above described parcel of land.

The side lines of above described 24 foot strip of land shall be prolonged or
shortened so as to terminate at their points of intersection and shall be prolonged or shortened at
the end thereof so as to terminate in said southwesterly prolongation.

Also together with a temporary right of way for ingress, egress, parking and
landscaping in and across those portions of said Parcels 353, 354 and 369, within the following
described boundaries:

Beginning at the most westerly corner of above described parcel of land; thence
southeasterly along the southwesterly boundary of said parcel of land to the most southerly
comner of said parcel of land; thence southwesterly along the southwesterly prolongation of
above described course of North 53°59°07” East 609.84 feet in the southeasterly boundary of
said parcel of land to the northeasterly boundary of above described 24 foot strip of land; thence
northwesterly along said northeasterly boundary to the northwesterly boundary of said Parcel
369; thence northeasterly in a direct line to the point of beginning.

Said temporary rights of way shall cease and terminate at such a time that the area
covered by said rights of way is dedicated for public road and highway purposes.

Reserving and excepting unto the County of Los Angeles a right of way for storm
drain and harbor utility purposes in and across that portion thereof designated on said map as
easement to be reserved by said County for such purposes.
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EXHIBIT B

RENOVATION PLAN
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EXHIBIT D

FURNISHINGS REPLACEMENT PL.A ™.
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Oakwood Apartments, Parcel 103
Furniture Replacement Sinking Fund

Beginning interest

Year Balance Deposit " Earned ® | Withdrawal ™ | Ending Balance

2000 $ 0% 0% 0f$ 01§ 0
2001 0 280,000 11,200 0 291,200
2002 291,200 287,000 23,128 0 601’.328
2003 601,328 294,175 35,820 0 931,323
2004 931,323 301,529 49,314 0 1,282,167
2005 1,282,167 309,068 51,385 613,235 1,029,384
2006 1,028,384 316,704 53,847 0 1,400,026
2007 1,400,026 324,714 68,990 0 1,793,729
2008 1,793,729 332,832 85,062 0 2,211,624
2009 2,211,624 341,153 102,111 0 2,654,868
2010 2,654,888 349,682 88,297 1,594,296 1,498,571
2011 1,498,571 358,424 42,394 1,594,296 305,092
2012 305,092 367,384 26,899 0 699,376
2013 699,376 376,569 43,038 0 1,118,982
2014 1,118,982 385,983 60,199 0 1,565,164
2015 1,565,164 395,633 62,732 784,992 1,238,537
2016 1,238,537 405,523 65,762 0 1,709,823
2017 1,709,823 415,662 85,019 0 2,210,503
2018 2,210,503 426,053 105,462 0 2,742,019
2019 2,742,019 436,704 127,149 0 3,305,872
2020 3,305,872 447,622 108,323 2,040,833 1,821,984
2021 1,821,984 458,813 50,415 2,040,833 290,379
2022 290,379 470,283 30,426 0 791,088
2023 791,088 482,040 50,925 0 1,324,063
2024 1,324,053 494,091 72,726 0 1,890,870
2025 1,890,870 506,443 75,795 1,004,856 1,468,252
2026 1,468,252 519,104 79,494 0 2,066,851
2027 2,066,851 532,082 103,957 0 2,702,890
2028 2,702,890 545,384 129,931 0 3,378,205
2029 3,378,205 559,019 157,489 0 4,094,713
2030 4,094,713 572,994 134,459 2,612,438 2,189,727
2031 2,189,727 587,319 58,833 2,612,439 223,440
2032 223,440 602,002 33,018 0 858,459
2033 858,459 617,052 59,020 0 1,534,632
2034 1,634,532 632,478 86,680 0 2,253,690
2035 2,253,690 648,290 90,353 1,286,301 1,706,033
2036 1,706,033 664,497 94,821 0 2,465,351
2037 2,465,351 681,110 125,858 0 3,272,320
2038 3,272,320 698,138 158,818 0 4,120,276
2039 4,129,276 715,591 193,795 0 5,038,661
2040 5,038,661 733,481 164,003 3,344,143 2,592,002
2041 2,592,002 751,818 66,870 3,344,143 66,547
2042 66,547 770,613 33,486 0 870,647

(1) The initial deposit value of $280,000 is increased annually at an assumed CPl of 2.5%
Deposits are assumed 1o occur at the beginning of the year.

(2) Interest for each year is calculated at 4.0%

(3) See Exhibit 2 for estimated expenditures. Amounts are increased at an assumed CPi of 2.5%
Amount for 5-year expenditures in 2000$ is $542,010. Amount is spread over the year.
Amount for 10-year expenditures in 2000$ is $2,490,823. Amount is spread over two years.




Oakwood Apartments, Parcel 103
Furniture Replacement Costs

Note: Costs per item or per unit were provided by the lessee and are in 2000 doliars.

Soft Good Replacement - Every 5 years

Note: Soft Good replacement occurs over a one year period.

Costper Furnished

Unit Type Item ltem Units Total Cost
Studio: Sofa $ 551 143 § 78,793
1 Bedroom: Sofa $ 551 242 133,342

Love Seat $ 389 ) 242 96,558
2 Bedroom: Sofa $ 551 87 47,937

Love Seal $ 399 87 _ 34713
Total Cost of Soft Goods 391,343
Sales Tax 8.5% 33,264
Supervision 10% 39,134
Freight, Storage and Installation 20% 78,269
Total Cost of Soft Goods after Labor 472 § 542,010
Per Unit $ 1,148

Case Good Replacement - Every 10 years

Note: Case good replacement occurs over a two year period, 50% in year
10 and 50% in year 11.

Cost per Furnished

Unit Type _ Unit Units Total Cost
Studio: S 3185 143 $ 455,455
1 Bedroom: s 3,790 242 917,180
2 Bedroom: $ 4,895 87 425,865
Total Cost of Case Goads: $ 1,798,600
Sales Tax 8.5% 152,873
Supervision 10% 179,850
Freight, Storage and Instaliation 20% 369,700
Total Cost of Case Goods after Labor 472 $2,490,923
Per Unit 3 5,277

Annual Expenditure over 2 years $ 1,245,461




Oakwood Apartments, Parcel 103
Furniture Replacement Sinking Fund

Beginning Interest

Year Balance Deposit""! Earned @ | Withdrawal ' | Ending Balance

2000 9 0|% 0% K3 0% 0
2001 0 280,000 11,200 0 291,200
2002 291,200 287,000 23,128 0 601‘,328
2003 601,328 294,175 35,820 0 931,323
2004 931,323 301,529 49,314 0 1,282,167
2005 1,282,167 309,068 51,385 613,235 1,029,384
2006 1,029,384 316,794 53.847 0 1,400,026
2007 1,400,026 324,714 68,990 V] 1,793,729
2008 1,793,729 332,832 85,062 0 2,211,624
2009 2,211,624 341,163 102,111 0 2,654,888
2010 2,654,888 349,682 88,297 1,594,296 1,498,571

2011 1,498,571 358,424 42,394 1,594,296 305,092
2012 305,002 367,384 26,899 0 699,376
2013 699,376 376,569 43,038 0 1,118,882
2014 1,118,882 385,983 60,199 0 1,565,164
2015 1,565,164 395,633 62,732 784,992 1,238,537
2016 1,238,537 405,523 65,762 0 1,709,823
2017 1,709,823 415,662 85,019 0 2,210,503
2018 2,210,503 426,053 105,462 0 2,742,019
2019 2,742,019 436,704 127,149 0 3,305,872
2020 3,305,872 447,622 109,323 2,040,833 1,821,984
2021 1,821,984 458,813 50,415 2,040,833 290,379
2022 290,379 470,283 30,426 0 791,088
2023 791,088 482,040 50,925 0 1,324,053
2024 1,324,053 494,091 72,726 0 1,890,870
2025 1,890,870 506,443 75,795 1,004,856 1,468,252
2026 1,468,252 519,104 79,494 0 2,066,851
2027 2,066,851 532,082 103,957 0 2,702,890
2028 2,702,890 545,384 129,931 0 3,378,206
2029 - 3,378,205 559,019 157,489 0 4,094,713
2030 4,094,713 572,994 134,459 2,612,439 2,189,727
2031 2,189,727 587,319 58,833 2,612,439 223,440
2032 223,440 602,002 33,018 0 858,459
2033 858,459 617,052 59,020 ] 1,534,532
2034 1,534,532 632,478 86,680 ] 2,253,690
2035 2,253,690 648,290 90,353 1,286,301 1,706,033
2036 1,706,033 664,497 94,821 0 2,465,351
2037 2,465,351 681,110 125,858 0 3,272,320
2038 3,272,320 698,138 158,818 0 4,128,276
2039 4,129,276 715,591 193,795 0 5,038,661
2040 5,038,661 733,481 164,003 3,344,143 2,592,002
2041 2,592,002 751,818 66,870 3,344,143 66,547
2042 66,547 770,613 33,486 0 870,647

(1) The initial deposit value of $280,000 is increased annually at an assumed CP! of 2.5%
Deposils are assumed to occur at the beginning of the year.

(2) Interest for each year is calculated at 4.0%

(3) See Exhibit 2 for estimated expenditures. Amounts are increased at an assumed CPl of 2.5%
Amount for 5-year expenditures in 2000% is $542,010. Amount is spread over the year,
Amount for 10-year expenditures in 20008 is $2,490,923. Amount is spread over two years.




Oakwood Apartments, Parcel 103

Furniture Replacement Costs

Note: Costs per item or per unit were provided by the lessee and are in 2000 dotlars.

Soft Good Replacement - Every 5 vears
Note: Soft Good replacement occurs over a one year period.

Costper Furnished
Unit Type item Item Units Total Cost
Studio: Sofa $ 551 143 § 78,793
1 Bedroom: Sofa $ 551 242 133,342
Love Seat $ 399 242 96,558
2 Bedroom: Sofa $ 551 87 47,937
Love Seat $ 399 87 34,713
Total Cost of Soft Goods 391,343
Sales Tax 8.5% 33,284
Supervision 10% 39,134
Freight, Storage and Installation 20% 78,269
Total Cost of Soft Goods after Labor 472 $ 542,010
Per Unit $ 1,148
Case Good Replacement - Every 10 years
Note: Case good replacement oceurs over a two year period, 50% in year
10 and 50% in year 11,
Cost per Furnished

Unit Type Unit Units Total Cost
Studio: $ 3185 143 $§ 455,455
1 Bedroom: S 3,79 242 917,180
2 Bedroom: $ 4895 87 425,865
Total Cost of Case Goods: $ 1,798,500
Sales Tax 8.5% 152,873
Supervision 10% 179,850
Freight, Storage and Installation 20% 359,700
Tota! Cost of Case Goads after Labor 472 $2,490,923
Per Unit $ 5,277
Annual Expenditure over 2 years $ 1,245,461




