


protections that are provided to a Foreclosure Transferee in this Article 12. Any other
subsequent transfer or assignment of such new lease shall be subject to all of the
requirements of Article 11 of this 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 sentor Encumbrance Holders shall be restored in accordance with all
terms and conditions of such Encumbrances(s). If a junior Encumbrance Holder does not
elect to accept the new lease within thirty (30) days of receipt of notice from County, the
right to enter into a new lease shall be provided to the next most junior Encumbrance
Holder, under the terms and conditions described herein, until an Encumbrance Holder
either elects to accept a new lease, or no Encumbrance Holder so elects.

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

12.8 Holding of Funds. Any Encumbrance Holder with respect to Lessee's entire
lezsehold interest in this Lease or all of the Ownership Interests in Lessee that is an Institutional
Lender shall have the right to hold and control the disbursement of (i) any insurance or
condemnation proceeds to which Lessee is entitled under this Lease and that are required by the -
terms of this Lease to be applied to restoration of the improvements on the Premises (provided
that such funds shall be used for such restoration in accordance with the requirements of the
Lease), and (ii) any funds required to be held in the Renovation Fund (provided that such funds
shall be used for the purposes required by this Lease). If more than one such Encumbrance
Hclder desires to exercise the foregoing right, the most senior Encumbrance Holder shall have
priority in the exercise of such right.

12.9  Participation in Certain Proceedings and Decisions. Any Encumbrance Holder
shall have the right to intervene and become a party in any arbitration, litigation, condemnation
or other proceeding affecting this Lease. Lessee's right to make any election or decision under
this Lease with respect to any condemnation settlement, insurance settlement or restoration of the
Premises following a casualty or condemnation shall be subject to the prior written approval of
each then existing Encumbrance Holder.

12.10 Fee Mortgages and Encumbrances. Any mortgage, deed of trust or other similar
encumbrance granted by County upon its fee interest in the Premises shall be subject and
subordinate to all of the provisions of this Lease and to all Encumbrances. County shall require
each such fee encumbrance holder to confirm the same in writing (in a form reasonably approved
by each Encumbrance Holder or its title insurer) as a condition to granting such encumbrance,
although the foregoing subordination shall be automatic and self-executing whether or not such
written confirmation is obtained.

12.11 No Merger. Without the written consent of each Encumbrance Holder, the
leasehold interest created by this Lease shall not merge with the fee interest in all or any portion
of the Premises, notwithstanding that the fee and leasehold interests are held at any time by the
sarae person or entity.

634 2013 89



12,42 Rights of Encumbrance Holders With Respect to Reversion. As used in this
Section 12,12, the "Reversion” refers to the automatic amendment of this Lease described in
Scction 5.1 whereby the terms and conditions of this Lease are automatically amended and revert
bzck to the terms and provisions of the Existing Lease, and a "Reversion Condition" refers to
ary of the conditions under which the Reversion will occur, namely (i) the failure of Lessee to
Substantially Commence Construction of the Redevelopment Work on or before the Required
Construction Commencement Date, or (ii) the failure of Lessee to substantially complete the
Redevelopment Work on or before the Required Construction Completion Date (as such dates
may be extended pursuant to Sections 5.6 or 5.7). Notwithstanding anything in Section 5.1 or
ary other provision of this Lease to the contrary, so long as an Encumbrance Holder exists with
respect to Lessee's entire leasehold interest in this Lease or all of the Ownership Interests in
Lessee. the Reversion shall not occur unless and until (i) the County has given written notice of
th: occurrence of the Reversion Condition to each such Encumbrance Holder in accordance with
subsection 12.6.2 (which notice shall describe the Reversion Condition that has occurred, and
shall include the following statement in all capital and bold letters: "YOUR FAILURE TO
COMMENCE A CURE OF THE DEFAULT DESCRIBE IN THIS NOTICE WITHIN 60
DAYS OF YOUR RECEIPT OF THIS NOTICE, AND TO THEREAFTER PURSUE
SUCH CURE TO COMPLETION IN ACCORDANCE WITH THE PROVISIONS OF
SUBSECTION 12.6.3(b) OF THE LEASE APPLICABLE TO NONMONETARY
DEFAULTS, WILL RESULT IN AN AUTOMATIC AMENDMENT AND REVERSION
OF THE TERMS OF THE LEASE BACK TO THE TERMS OF A PRIOR LEASE, AS
MORE PARTICULARLY DESCRIBED IN SECTION 5.1 OF THE LEASE"), and (ii) no
such Encumbrance Holder commences a cure of the default within 60 days of its receipt of such
notice and thereafter pursues such cure to completion in accordance with the provisions of
subsection 12.6.3(b) of the Lease applicable to nonmonetary defaults. Further, in the event that a
Reversion occurs, such Reversion shall be subject to the "new lease" provisions of Section 12.7
of the Lease (and in such event the Reversion shall be deemed a "termination" of this Lease
soiely for purposes of Section 12.7 and the "new lease" to be entered into pursuant to Section
12.7 shall mean a new lease on the same terms as this Lease, not the Existing Lease).

12.13  Acceleration of Extension Fee. So long as (i) no Event of Default exists based on
nonpayment of an individual Extension Payment (even if any other Event of Default exists that is
not based on nonpayment of an individual Extension payment), or (ii) if an Event of Default
exists based on nonpayment of an individual Extension Payment, an Encumbrance Holder,
Foreclosure Transferee or the single subsequent transferee of a Foreclosure Transferee pursuant
to subsection 12.2.3 cures such Event of Default by paying to County all past-due individual
Extension Payments together with any default interest and/or Late Fees that may be owing
thereon; then County shall not declare the entire remaining unpaid Extension Fee immediately
due and payable, or, if County has previously declared the entire remaining unpaid Extension
Fe: immediately due and payable, County shall rescind such acceleration and permit the
reinstatement of the original payment terms of the Extension Fee (i.e., by annual Extension
Payments). Additionally, a transfer of the leasehold estate to a Foreclosure Transferee, or to the
single subsequent transferee of a Foreclosure Transferee pursuant to subsection 12.2.3, shall not
constitute a "Triggering Event" and shall not cause an acceleration of the Extension Fce.

12.14  Supplemental Agreement With Initial Encumbrance Holders. County, Lessee,
and the initial Encumbrance Holders of this Lease [i.c., (i) LaSalle Bank National Association, as
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Trustee for Asset Securitization Corporation Commercial Mortgage Pass-Through Certificates,
Series 1997-D4, as successor to Nomura Asset Capital Corporation (holder of an Encumbrance
which encumbers Lessee's leasehold interests under this Lease) and (i) General Electric Capital
Corporation (holder of an Encumbrance which encumbers all of the Ownership Interests in
Le¢ssee)], have entered into a Ground Lessor's Consent and Agreement of substantially even date
with this Lease which will be recorded in the Official Records of Los Angeles County,
containing (among other things) provisions that alter and supplement certain provisions of this
Article 12 and other provisions of the Lease (the "Ground Lessor's Consent and Agreement”).
For so long as such initial Encumbrances are outstanding, this Article 12 (and any other
provisions of this Lease, to the extent applicable) shall be subject to the provisions of the Ground
Lessor's Consent and Agreement, and the provisions of the Ground Lessor's Consent and
Airreement shall govern in the event of any conflicts with this Lease.

1: 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, Extension Payments, payment of the remaining unpaid Extension Fee on or
before the Trigger Date, or deposits to the Renovation Fund), within ten (10) days after -
written notice that said payments are overdue. Lessee may cure such nonpayment by
paying the amount overdue, with interest thereon and the applicable Late Fee, if any,
within such ten (10) day period.

13.1.2 Maintenance of Security Deposit. The failure of Lessee to maintain
and/or replenish the Security Deposit required pursuant to Article 8 of this Lease if not
cured within five (5) days after written notice of such failure.

13.13 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. Notwithstanding any
contrary provision of this Section 13.1.3, the proviso set forth in the immediately
preceding sentence providing for an extension of the cure period beyond thirty five (35)
days shall not be applicable to any failure of Lessee to comply with the Required
Construction Commencement Date and/or the Required Construction Completion Date
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set forth in Section 5.1 above (as such dates may extended pursuant to Sections 5.6 or
5.7, and subject to Section 12.12).

i3.14 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 by Lessor, 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
153.1.3 shall be in addition to, and not in lieu of, any notice required under Section 1161 of the
California Code of Civil Procedure.

132 Limitation on Events of Default. Lessee shall not be considered in default as to
aty provision of this Lease when such default is the result of or pursuant to, any process, order,
o1 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.

133 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
Scction 12.4 hereof, County shall have, in addition to any other remedies in law or equity, the
fcllowing remedies which are cumulative:

1331 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 surrender and vacate the Premises and all Improvements in broom-clean
condition, and County may re-enter and take possession of the Premises and all
remaining Improvements and, except as otherwise specifically provided in this Lease,
eject all parties in possession or eject some and not others, or eject none. Termination
under this subsection shall not relieve Lessee from the payment of any sum then due to
County or from any claim for damages against Lessee as set forth in subsection 13.4.3, or
from Lessee’s obligation to remove Improvements at County’s election in accordance
with Article 2. County agrees to use reasonable efforts to mitigate damages, and shail
permit such access to the Premises as is reasonably necessary to permit Lessee to comply
with its removal obligations.

13.3.2 Keep Lease in Effect. Without terminating this Lease, so long as
County does not deprive Lessee of legal possession of the Premises and allows Lessee to
assign or sublet subject only to County’s rights set forth herein, County may continue this
Lease in effect and bring suit from time to time for rent and other sums due, and for
Lessee’s breach of other covenants and agreements herein. No act by or on behalf of
County under this provision shall constitute a termination of this Lease unless County
gives Lessee written notice of termination. It is the intention of the parties to incorporate
the provisions of California Civil Code Section 1951.4 by means of this provision.
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13.33 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
faslure to perform any covenant, condition or agreement contained herein beyond any applicable
notice and cure period, may cure such failure at Lessee’s cost and expense. If, after delivering to
Lessee two (2) or more written notices with respect to any such default, County at any time, by
reason of Lessee’s continuing failure, pays or expends any sum, Lessee shall immediately pay to
County the lesser of the following amounts: (1) twice the amount expended by County to cure
such default and (2) the amount expended by County to cure such default, plus one thousand
dollars ($1,000). To the extent practicable, County shall give any Encumbrance Holders or
Major Sublessees the reasonable opportunity to cure Lessee’s default prior to County’s
expenditure of any amounts thereon.

13.6  Default by County. County shall be in default in the performance of any
obligation required to be performed by County under this Lease if County has failed to perform
such obligation within thirty (30) days after the receipt of notice from Lessee specifying in detail
County’s failure to perform; provided, however, that if the nature of County’s obligation is such
that more than thirty (30) days are required for its performance, County shall not be deemed in
default if it shall commence such performance within thirty (30) days and thereafter diligently
pursues the same to completion. Lessee shall have no rights as a result of any default by County
until Lessee gives thirty (30) days notice to any person having a recorded interest pertaining to
Ccunty’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
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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
Acticle 9 hereof.

1. ACCOUNTING.

14.1  Maintenance of Records and Accounting Method. In order to determine the
araount 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 I.ease, Lessee and all Sublessees shall at all times during the Term of this Lease, and for
thirty six (36) months thereafter, keep, or cause to be kept, locally, to the reasonable satisfaction
of Director, true, accurate, and complete records and double-entry books of account for the
current and five (5) prior Accounting Years, such records to show all transactions relative to the
cenduct 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 the calculation of Gross Receipts and the preparation of the reports and maintenance of
records required herein, Lessee shall utilize either: (i) the accrual method of accounting, or (ii) 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 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.
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143  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
Scctions 4.2 through 4.8 inclusive, and shall accompany same with remittance of amount so
shown to be due.

144  Availability of Records for Inspector’s Audit. Books of account and records for
the then current and five (5) prior Accounting Years as hereinabove required shall be kept or
made available at the Premises or at another location within Los Angeles County, and County
and other governmental authorities shall have the right at any reasonable times and on reasonable
prior notice to examine and audit said books and records, without restriction, for the purpose of
determining the accuracy thereof and of the monthly statements of Gross Receipts derived from
occupancy of the Premises and the compliance of Lessee with the terms of this Lease and other
gcevernmental 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.

144.1 Entry by County. Upon at least one (1) business day advance notice,
County and its duly authorized representatives or agents may enter upon the Premises at
any and all reasonable times during the Term of this Lease for the purpose of determining
whether or not Lessee is complying with the terms and conditions hereof, or for any other
purpose incidental to the rights of County.

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 and/or
boat anchorage 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.

147 Accounting Year. The term “Accounting Year” as used herein shall mean each
year during the Term running from April 1 through the following March 31.

14.8  Annual Financial Statements. Within six (6) months after the end of each
Accounting Year, Lessee shall deliver to County the following financial statements: (i) a
balance sheet of Lessee as of the end of such Accounting Year, certified by Lessee’s chief
financial officer as accurately reflecting Lessee’s assets and liabilities, which balance sheet shall
not be required to be audited, provided that at County’s request not more often than every two
vears, such balance sheet shall be audited by a Certified Public Accountant who is a member of
the American Institute of Certified Public Accountants and is satisfactory to County (a
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*(Qualified CPA™); (ii) a profit and loss statement of Lessee for such Accounting Year, audited
ard certified by a Qualified CPA; and (iii) a Gross Receipts and Percentage Rent statement for
such Accounting Year, audited and certified by a Qualified CPA, which statement shall include a
certification and unqualified opinion of such Qualified CPA (1) concerning Lessee’s Gross
Receipts (including a breakdown by category), and (2) that the correct amount of Percentage
Rent has been paid to the County in connection with such Gross Receipts. 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.

149  Accounting Obligations of Sublessees. Lessee shall cause all sublessees,
licensees, concessionaires and others conducting business operations on or from the Premises to
cemply with all terms of this Article 14 with respect to the maintenance, form, availability and
methodology of accounting records and the delivery to County of audited certified financial
statements and unqualified opinions as to Gross Receipts. County shall provide written notice to
Lessee of the failure of any sublessee, concessionaire or other person to comply with this
subsection after County’s discovery of such failure, and provide Lessee with the right to cure any
fa:lure to so comply by payment to County of amounts which may be owing to County, as shown
or an audit conducted by County, or on an audit supplied by Lessee or such sublessee,
concessionaire or other person and accepted by County, or as otherwise determined pursuant to
Section 14.10. In such event County shall permit Lessee to subrogate to any right of County to
enforce this provision against such sublessee, concessionaire or other person, to the extent
Lessee does not have a direct right of enforcement against sublessee, concessionaire or other
person.

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
farture shall be deemed a breach of this Lease by Lessee. In addition to the other remedies
available to County at law or equity as a result of such breach, County may prepare a calculation
of the Percentage Rent payable by Lessee during the period in which the accounting records
were inadequately maintained. Such calculation may be based on the past Gross Receipts levels
or or from the Premises, the past or present level of Gross Receipts experienced by tenants of
comparable leaseholds in Marina del Rey with comparable business operations, or any other
method as reasonably determined by Director and shall utilize such methodology as Director
deems reasonable. Within five (5) days after receipt of County’s determination of Percentage
Rent due, if any, Lessee shall pay such Percentage Rent, together with a late fee of six percent
(6%) and interest to the date of payment at the Applicable Rate from the date upon which each
unpaid installment of Percentage Rent was due, together with County’s Actual Cost in
connection with the attempted audit of the inadequate records and the reconstruction and
estimation of Gross Receipts and the calculation of Percentage Rent due.
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I5.  MISCELLANEQUS.

15.1  Quiet Enjoyment. Lessee, upon performing its obligations hereunder, shall have
the quiet and undisturbed possession of the Premises throughout the Term of this Lease, subject,
however, to the terms and conditions of this Lease.

152  Time is of the Essence. Except as specifically otherwise provided for in this
L:ase. time is of the essence of this Lease and applies to all times, restrictions, conditions, and
limitarions 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 paid
all Actual Costs incurred by County through January 31, 2003, and has on deposit with County
the sum of $2,114.50 toward costs incurred after January 31, 2003. County shall deliver to
Lissee a report detailing such expenditures (along with invoice summaries or other supporting
documentation) within ninety (90) days after the Effective Date.

154 County Disclosure and Lessee’s Waiver.

154.1 Disclosures and Waiver.

154.1.1 “AS IS”. 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 1963.
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”.

154.1.2 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.

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

154.1.4 California Civil Code Section 1542 provides as
follows:

A GENERAL RELEASE DOES NOT EXTEND TO
CLAIMS WHICH THE CREDITOR DOES NOT KNOW
OR SUSPECT TO EXIST IN HIS FAVOR AT THE TIME
OF EXECUTING THE RELEASE, WHICH IF KNOWN
BY HIM MUST HAVE MATERIALLY AFFECTED HIS
SETTLEMENT WITH THE DEBTOR.

By initialing this paragraph, Lessee acknowledges that it has read, is familiar
with, and waives the provisions of California Civil Code §1542 set forth above,
and agrees to all of the provisiongsf 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 in effect at the end of the Term shall be increased to one hundred twenty five
percent (125%) of such previously effective amounts. Such holdover shall otherwise be subject
to the same terms, conditions, restrictions and provisions as herein contained. Such holding over
shall include any time employed by Lessee to remove machines, appliances and other equipment
during the time periods herein provided for such removal.

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
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st cceeding tenant arising from such failure to surrender, and any lost profits to County resulting
therefrom, provided that County notifies Lessee that Lessee’s failure to timely surrender the
Premises will cause County to incur such lost profits.

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

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

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

Except to the extent arising out of or caused by the gross negligence or willful
misconduct of County, Lessee agrees to indemnify, defend and save harmless County from any
cost, expense, loss or damage arising out of or caused by any such entry or re-entry upon the
Premises in the case of an Event of Default, including the removal of persons and property and
storage of such property by County and its agents.

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
pityable to the County of Los Angeles.

15.10 Service of Written Notice or Process. Any notice required to be sent under this
I.zase 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
o said State, or is a foreign corporation, Lessee shall file with Director a designation of a natural
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person residing in the County of Los Angeles, State of California, or a service company, such as
C'I' 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
L essee is amenable to such process and submits to the jurisdiction of the court so acquired and
wiives 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 and postage or other delivery charges prepaid, by registered or
certified mail posted in the County of Los Angeles, California, Federal Express or DHL, or such
other services as Lessee and County may mutually agree upon from time to time. Each notice
shall be deemed received and the time period for which a response to any such notice must be
given or any action taken with respect thereto (including cure of any prospective Event of
Default) shall commence to run from the date of actual receipt of the notice by the addressee
thereof in the case of personal delivery, telecopy or facsimile transmission if before 5:00 p.m. on
regular business days, or upon the expiration of the third (3rd) business day after such notice is
sent from within Los Angeles County in the case of such registered or certified mail as
auvthorized 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: Office of County Counsel
Los Angeles County
500 West Temple Street
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Los Angeles, California 90012
Attn: County Counsel

Phone: 213/974-1801

Fax: 213/617-7182

LESSEE: Marina Pacific Associates
c/o Mr. Jerry B. Epstein
4201 Via Marina
Marina del Rey, California 90292
Phone: 310/823-5384
Fax: 310/301-1710

With a Copy to: CMR, Inc.
c/o Ring Financial
501 Santa Monica Boulevard
Suite 605
Santa Monica, California 90401
Phone: 310/458-0457
Fax: 310/458-9241

and

Cox, Castle & Nicholson LLP
2049 Century Park East

28th Floor

Los Angeles, California 90067
Attention: Ira J. Waldman, Esq.
Phone: 310/277-4222

Fax: 310/277-7889

Either party shall have the right to change its notice address by written notice to the other party
. of such change in accordance with the provisions of this Section 15.10.

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

15.12 Captions. The captions contained in this Lease are for informational purposes
orly. 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
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shall be entitled, in addition to all other relief, to recover its costs and reasonable attorneys’ fees,
ircluding without limitation reasonable attorneys’ fees for County Counsel’s services where
County is represented by the County Counsel and is the prevailing party, and also including all
fees. costs and expenses incurred in executing, perfecting, enforcing and collecting any
judgment,

15.14 Amendments. This Lease may only be amended in writing executed by duly
authorized officials of Lessee and County. Notwithstanding the foregoing, Director shall have
the power to execute such amendments to this Lease as are necessary to implement any
arbitration judgment issued pursuant to this Lease. No amendment, other than one implemented
through an arbitration judgment, shall be binding upon an Encumbrance Holder as to which
County has been notified in writing, unless the consent of such Encumbrance Holder is obtained
with respect to such amendment.

15.15 Time For Director Approvals. Except where a different time period is specifically
provided for in this Lease, whenever in this Lease the approval of Director is required, approval
shall be deemed not given unless within thirty (30) days after the date of the receipt of the
written request for approval from Lessee, Director either (a) approves such request in writing, or
(t) 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
T-me™) 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.

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

15.17 Estoppel Certificates. Each party agrees to execute, within ten (10) business days
ater the receipt of a written request therefor from the other party, a certificate stating: (i) that this
L::ase is in full force and effect and is unmodified (or stating otherwise, if true); (ii) that, to the
best knowledge of such party, the other party is not then in default under the terms of this Lease
(cr stating the grounds for default if such be the case); and (iii) if requested, the amount of the
Security Deposit, Annual Minimum Rent, Percentage Rent and other material economic terms
and conditions of this Lease. Prospective purchasers, Major Sublessees and 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 Waterfront Promenade. Lessee shall develop a continuous pedestrian walkway
with landscaping, lighting, seating, fencing and other improvements (the “Promenade”) as
described in Exhibit K. Lessee shall complete the foregoing work by that date which is eighteen
(18) months following the Required Construction Completion Date (as such date may be
extended as provided in Article 5 above), subject to extension for delays in such completion of
the Promenade caused by Force Majeure. No Force Majeure delay shall commence until after
Lssee has notified County of the existence of such Force Majeure event. Lessee and Director
shall discuss and attempt to agree on the length of any such delay. If they are unable to agree
within thirty (30) days after the event or occurrence giving rise to Lessee’s claim to such delay,
the matter shall be arbitrated as set forth in Article 16. The facilities to be constructed under this
Section 15.19 shall be constructed in accordance with the provisions of Article 5. County hereby
reserves a public easement for access over and use of the Promenade for fire lane uses,
pedestrian purposes and such other related uses (including, if approved by County bicycling,
rcllerblading and the like) as may be established by the County from time to time, all in
ac cordance with such rules and regulations as are promulgated from time to time by the County
regulating such public use. Such public easement shall also include the right to use the
restrooms marked on Exhibit K for public use. Lessee shall be responsible for the maintenance
and repair of the Promenade in accordance with commercially reasonable maintenance and repair
standards for the Promenade established by the County from time to time on a nondiscriminatory
basis. The exact legal description of the Premises encumbered by the public easement reserved
herein shall be established based upon the final as-built drawings for the Promenade to be
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 be recorded in
the Official Records of the County as a supplement to this Lease.

15.20 Dockmaster. Throughout the Term, Lessee shall maintain a dockmaster program
acceptable to County to manage Lessee’s anchorage at the Premises.

15.21 Seaworthy Vessels. On or before January 1, April 1, July 1 and October 1 of each
year during the Term, Lessee shall deliver to Director a report which contains the following
information with respect to every vessel (including floating homes as defined in Title 19 of the
Ls Angeles County Code) moored within the Premises: (i) the name, address and telephone
number of the registered owner (and slip tenant, if other than the registered owner) for each
vessel; (ii) the state registration or federal document number, and name (if any), of the vessel;
(i:1) whether the vessel is a power vessel, sailing vessel or floating home; and (iv) the slip
number and length of the vessel, and whether the vessel is presently authorized by Lessee for
liveaboard tenancy. In addition, Lessee shall require, and shall certify annually to Director, that
as a condition of slip rental and continued slip tenancy, all new slip tenanted vessels from and
after the immediately preceding certification (or in the case of the initial certification, from and
alter the Effective Date) have been required to pass seaworthiness inspection by the Harbor
Patrol within sixty (60) days of such slip rental. Henceforth, all of Lessee’s slip leases shall
provide that any newly tenanted vessel which is unable to pass such inspection within the
required period, or such reasonable extension thereof as may be granted in the Director’s sole
discretion, shall be ineligible for continued slip tenancy on the leasehold premises and shall be
removed therefrom. The requirements of the two preceding sentences shall not be applicable to
any vessel which is specifically exempted from seaworthiness requirements by Title 19 of the
[.5s Angeles County Code.
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15.22 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
fellowing 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.
Ir the event that Director notifies Lessee that any of said prices are not fair and reasonable,
L.:ssee 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.

1.  ARBITRATION OF DISPUTES.

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

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

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

16.1  Selection of Arbitrator. The parties shall attempt to agree upon an arbitrator who
stall cecide 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.
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16.2  Arbitrator. The arbitrator shall be a retired judge of the California Superior Court,
Court of Appeal or Supreme Court, or any United States District Court or Court of Appeals
lecated 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 Disputes constitute arbitrable disputes pursuant to this Lease and (iii) such related
preliminary or procedural issues as are necessary to resolve (i) and/or (ii) above. The arbitrator
shall render an award. Either party may, at its sole cost and expense, request a statement of
decision explaining the arbitrator’s reasoning which shall be in such detail as the arbitrator may
determine. Unless otherwise expressly agreed by the parties in writing, the award shall be made
by the arbitrator no later than the sooner of six (6) months after the date on which the arbitrator is
selected by mutual agreement or court order, whichever is applicable, or five (5) months after the
date of a denial of a petition to disqualify a potential arbitrator for cause. County and Lessee
hereby instruct the arbitrator to take any and all actions deemed reasonably necessary,
appropriate or prudent to ensure the issuance of an award within such period. Notwithstanding
the foregoing, failure to complete the arbitration process within such period shall not render such
arbitration or any determination made therein void or voidable; however, at any time after the
expiration of the foregoing five (5) or six (6) month periods, as applicable, either party may
deliver written notice to the arbitrator and the other party either terminating the arbitration or
declaring such party’s intent to terminate the arbitration if the award is not issued within a
specified number of days after delivery of such notice. If the arbitrator’s award is not issued
prior to the expiration of said specified period, the arbitration shall be terminated and the parties
st:all recommence arbitration proceedings pursuant to this Article 16.

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

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

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

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

(by  alist 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;

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

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

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

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

4) The arbitrator is not bound by the rules of evidence, but may not consider
any evidence not presented at the hearing. The arbitrator may exclude evidence for any
reason a court may exclude evidence or as provided in this Lease.
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16.6  Statements of Position. The Statement of Position to be delivered by Section 16.5
shall comply with the following requirements:

(H 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.

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
fellowing standards: it shall describe the Premises; identify the uses permitted thereon; describe
o1 take into consideration the terms, conditions and restrictions of this Lease; correlate the
appraisal method(s) applied; discuss the relevant factors and data considered; review rentals paid
by lessees in Marina del Rey and other marina locations within Southern California who are  ~
authorized to conduct similar activities on comparable leaseholds; and, describe the technique of
analysis, limiting conditions and computations that were used in the formulation of the valuation
opinion expressed. With respect to disputes regarding Fair Market Rental Value, such Written
Appraisal Evidence shall express an opinion regarding the fair market rental value of the
Premises as prescribed by Section 4.4.1. Written Appraisal Evidence in connection with disputes
arising out of Article 6 of this Lease shall predicate any valuation conclusions contained therein
on the Income Approach. Written Appraisal Evidence shall in all other respects be in material
conformity and subject to the requirements of the Code of Professional Ethics and the Standards
ol 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
e» pert 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,
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no later than seven (7) days prior to the date first set for the hearing, to conduct a deposition, not
tc 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 right to propose a middle ground or any
proposed modification of either Statement of Position concerning a Separate Dispute, the
arbitrator shall have the right, if the arbitrator so chooses, to choose one party’s Statement
of Position on one or more of the Separate Disputes, while selecting the other party’s
Statement of Position on the remaining Separate Disputes. For example, if the parties are
unable to agree on the Annual Minimum Rent and three Percentage Rent categories to be
renegotiated pursuant to Section 4.4 and the amount of liability insurance coverage to be
renegotiated pursuant to Section 9.3, 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 :onsult 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
aurhority.

16.12 Costs of Arbitration. Lessee and County shall equally share the expenses and fees
of “he arbitrator, together with other expenses of arbitration incurred or approved by the
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arbitrator. Failure of either party to pay its share of expenses and fces 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, Lessec 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.

16.15 Notice.

NOTICE: BY INITIALING IN THE SPACE BELOW YOU ARE AGREEING TO
HAVE ANY DISPUTE ARISING OUT OF THE MATTERS INCLUDED IN THE
“ARBITRATION OF DISPUTES” PROVISION DECIDED BY NEUTRAL ARBITRATION
AS PROVIDED BY CALIFORNIA LAW AND YOU ARE GIVING UP ANY RIGHTS YOU
MIGHT POSSESS TO HAVE THE DISPUTE LITIGATED IN A COURT OR JURY TRIAL.
BY INITIALING IN THE SPACE BELOW YOU ARE GIVING UP YOUR JUDICIAL
RIGHTS TO DISCOVERY AND APPEAL, UNLESS THOSE RIGHTS ARE SPECIFICALLY
INCLUDED IN THE “ARBITRATION OF DISPUTES” PROVISION. IF YOU REFUSE TO
SUBMIT TO ARBITRATION AFTER AGREEING TO THIS PROVISION, YOU MAY BE
COMPELLED TO ARBITRATE UNDER THE AUTHORITY OF THE CALIFORNIA CODE
OF CIVIL PROCEDURE. YOUR AGREEMENT TO THIS ARBITRATION PROVISION IS
VOLUNTARY.

WE HAVE READ AND UNDERSTAND THE FOREGOING AND AGREE TO
SUBMIT DISPUTES ARISING OUT OF THE MATTERS INCLUDED IN THE
ARB[TRATOF DISPUTES PROVISION TO NEUTRAL ARBITRATION.

//?

Initials ¢ Lessegy Initials of County
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aroitrator. 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
ary award by the arbitrator becomes final, the County will draft a proposed amendment to the
Lcase setting forth the relevant terms of such award. Within seven (7) days after delivery of a
cepy 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
w th Gross Error:

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

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

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

16.15 Notice.

NOTICE: BY INITIALING IN THE SPACE BELOW YOU ARE AGREEING TO
HAVE ANY DISPUTE ARISING OUT OF THE MATTERS INCLUDED IN THE
“ARBITRATION OF DISPUTES” PROVISION DECIDED BY NEUTRAL ARBITRATION
AS PROVIDED BY CALIFORNIA LAW AND YOU ARE GIVING UP ANY RIGHTS YOU
MIGHT POSSESS TO HAVE THE DISPUTE LITIGATED IN A COURT OR JURY TRIAL.
BY INITIALING IN THE SPACE BELOW YOU ARE GIVING UP YOUR JUDICIAL
RIGHTS TO DISCOVERY AND APPEAL, UNLESS THOSE RIGHTS ARE SPECIFICALLY
INCLUDED IN THE “ARBITRATION OF DISPUTES” PROVISION. IF YOU REFUSE TO
SUBMIT TO ARBITRATION AFTER AGREEING TO THIS PROVISION, YOU MAY BE
COMPELLED TO ARBITRATE UNDER THE AUTHORITY OF THE CALIFORNIA CODE
O¥F CIVIL PROCEDURE. YOUR AGREEMENT TO THIS ARBITRATION PROVISION IS
VOLUNTARY.

WE HAVE READ AND UNDERSTAND THE FOREGOING AND AGREE TO
SUBMIT DISPUTES ARISING OUT OF THE MATTERS INCLUDED IN THE
ARBITRATION OF DISPUTES PROVISION TO NEUTRAL ARBITRATION.

C of LA

Initials of Lessee Initials of County
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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, and shall include “Optional
Bank Holidays” as defined in Section 7.1 of the California Civil Code.

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

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

17.6  Reasonableness Standard. Except where a different standard is specifically
provided otherwise herein, whenever the consent of County or Lessee is required under this
Le:ase, such consent shall not be unreasonably withheld and whenever this Lease grants County
o1 Lessee the right to take action, exercise discretion, establish rules and regulations or make
allocations or other determinations, County and Lessee shall act reasonably and in good faith.
These provisions shall only apply to County acting in its proprietary capacity.

17.7 Compliance with Code. County and Lessee agree and acknowledge that this
Lease satisfies the requirements of 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 as soon as is practicable on or following the Effective Date.

17.9  Guest/Water Taxi Docking Slip. Lessee shall make available one (1) docking slip
to be reserved for transient boat purposes (the “Transient Slip”). Until such time as otherwise
designated by the County, the Transient Slip shall be rented on an hourly or daily basis for guest
boat docking purposes. During any future period that a water taxi program is in operation in the
Marina, County shall have the right to require that the Transient Slip be made available for water
taxi docking purposes. The Transient Slip shall be located at an end-tie location reasonably
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acceptable to County. Lessee shall make the Transient Slip available for the uses described in
this Section 17.9 commencing not later than the completion by Lessee of that portion of the
Anchorage Facilities replacement work described in subsection 5.2.4.2 that corresponds to the
location of the Transient Slip. The operation of the Transient Slip shall be subject to such
security procedures and insurance requirements as are reasonably acceptable to Lessee and
County and consistent with those applicable to the operation of the Anchorage Facilities from
time to time.

17.10 Tahiti Way Easement. County hereby grants Lessee and its permitted sublessees,
successors and assigns under this Lease, a non-exclusive easement for access and roadway
purposes in and over the private street commonly known as Tahiti Way (“Tahiti Way”) and
depicted on Los Angeles County Assessor’s Map No. 88, filed in Book 1, Pages 53-70 inclusive,
of assessor’s maps in the office of the recorder of said county (the “Tahiti Way Easement”). The
Tahiti Way Easement shall be appurtenant to, and co-terminus with, the leasehold interest in the
Premises under this Lease. Lessee's rights of access on and over Tahiti Way shall be in common
with the access rights of County and any other persons or entities to which County grants access
rights from time to time. Lessee shall have no right to install, construct, alter or modify any
improvement in Tahiti Way, nor to use the Tahiti Way Easement in any manner that interferes
with the use of Tahiti Way by any other person or entity. County reserves all rights in and to
Tahiti Way that do not unreasonably interfere with access to and from the Premises, including
without limitation, the right to use Tahiti Way for utility and other purposes, the right to re-name
Tahiti Way, the right to have Tahiti Way used for public street purposes, the right to grant
easements and other rights with respect to Tahiti Way to other persons or entities, and the right to
maintain, repair, replace, alter and modify Tahiti Way and the improvements located therein.
Lessee acknowledges that from time to time there may be temporary inconveniences associated
with any maintenance, repair, replacement or alteration work affecting Tahiti Way and Lessee
agrees to cooperate with any such work. County shall perform any alteration or modification
work affecting Tahiti Way in a manner that affords Lessee with alternative access to and from
the Premises during such work.

17.11 Counterparts. This Lease may be executed in counterparts, each of which shall
constitute an original and all of which shall collectively constitute one fully-executed document.

SIGNATURES ON FOLLOWING PAGE
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IN WITNESS WHEREOF, County has, by order of its Board of Supervisors, caused this
[ :ase 1o be subscribed by the Chairman of said Board and attested by the Clerk thereof, and
L.:ssee has executed the same the day and year first hereinabove written.

APPROVED AS TO FORM:

L.OYD W. PELLMAN
C:OUNTY COUNSEL

J

B.: i
e Deputy

MARINA PACIFIC ASSOCIATES,
a California limited partnership

By: MARINA GP, LLC, a Delaware lim¥egh.
By: MPALP, L.P., a California limited
partnership, its manager

By: CMR, Inc., a California corporation,
its general partner

By:
Joseph A. Marasco, President
By:
Jerry B. Epstein, Trustee of the
Epstein Family Trust under restated
declaration of trust dated October 15,
2001, its general partner
By:

Pat Epstein, Trustee of the Epstein
Family Trust under restated
declaration of trust dated October 15,
2001, its general partner

SIGNATURES CONTINUED ON NEXT PAGE
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IN WITNESS WHEREOF, County has, by order of its Board of Supervisors, caused this
Lease to be subscribed by the Chairman of said Board and attested by the Clerk thereof, and
Lessee has executed the same the day and year first hereinabove written.

APPROVED AS TO FORM:

LLOYD W. PELLMAN
COUNTY COUNSEL

Bv:

Deputy

SIGNATURES CONTINUED ON NEXT PAGE
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THE COUNTY OF LOS ANGELES

By:

Chairman, Board of Supervisors

MARINA PACIFIC ASSOCIATES,
a California limited partnership

By:

112

MARINA GP, LLC, a Delaware limited
liability company, its general partner

MPALP, L.P., a California limited
partnership, its manager

By: CMR, Inc., a California corporation,
its general partner
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