From:

Subject:

City of Long Beach Memorandum

Working Together to Serve

ROBERT E. SHANNON, City Attorney

06 DEC -5 Pt
December 5, 2006

Larry Herrera, City Clerk
Michael J. Mais, Assistant City Attorney, Ext. 82230 M‘

Labor-Peace Ordinance (November 21, 2006)

Attached please find a letter from attorney Tim Cameron dated May 31,
2006, a letter from Tim Cameron dated November’ 21, 2006, and a

declaration from Najam Khan (with attachments) dated November 21,
2006.

Could you please make sure that these documents become part of the
“Clerk’s Record” in connection with the adoption of the Labor-Peace
ordinance which had its first reading on November 21, 2006. If you
should have any questions, please do not hesitate to contact me.




LAW OFFICES
CAMERON, PEARLSON & FOSTER
3202 EAST SPRING STREET
LONG BEACH, CALIFORNIA 90806
(se62) 436-3888

FACSIMILE: {(562) 437-1967

November 21, 2006

VIA MESSENGER

Robert E. Shannon

City Attorney, City of Long Beach
City Hall

333 W. Ocean Blvd., 11" Floor
Long Beach, CA 90802-4664

Re:  Proposed Labor Peace Ordinance (Version C)
Dear Mr. Shannon:

As you know, this office represents Ruffin Hotels, L.P. (“Ruffin”) the operator of the
Long Beach Marriott, located at 4700 Airport Plaza Drive in Long Beach (“the Property™).
Ruffin leases the Property from the City of Long Beach pursuant to two ground leases
(collectively “the Ground Lease”), and would be adversely impacted by Version C of the
proposed labor peace ordinance (the “proposed Ordinance™) which is presently scheduled to be
considered by the Long Beach City Council this evening. Ruffin objects to the proposed
Ordinance on a number of legal grounds, including but not limited to the following: (1) it
violates Ruffin’s contract rights under the Ground Lease (as well as its rights under the Contract
Clause of the Constitution); (2) it is preempted by the federal National Labor Relations Act (the
“NLRA™); (3) it is impermissibly vague; and (4) it violates Ruffin’s due process rights and free
speech rights under the Constitution. (See, for example, the new decision just recently issued by
the Ninth Circuit in Chamber of Commerce of U.S. v. Lockyer, 463 F.3d 1076 (9" Cir. 2006)
(“the Lockyer decision”).

Furthermore, it is based upon a number of faulty assumptions. For example, Section
16.58.010 of the proposed Ordinance states that the proposed Ordinance is supposedly necessary
because the hospitality operations that lease real property from the City supposedly “base their
lease, rental or license payments to the City in part on the revenue they generate” (and therefore
the City supposedly has a “financial and proprietary interest in [such] hospitality operations”). In
actuality, as shown by the attached declaration of Najam Khan, the general manager of the Long
Beach Marriott, the Ground Lease between Ruffin and the City provides for fixed lease
payments, which are not in any way based upon (or impacted by) the revenue generated by the
hotel’s hospitality operations. It is our understanding that the lease payments under the lease
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between the City and the Hyatt Regency (the only other presently non-union hotel that will be
subject to the City’s proposed Ordinance) are also not in any way based upon (or impacted by)
the revenue generated by the Hyatt Regency’s hospitality operations. Thus, even if the revenue
generated by these hotel operations would somehow be impacted by a labor dispute (which we do
not believe would be the case), such labor dispute would have no impact whatsoever on the lease
payments to the City.

Based upon the above, we hereby request that the City reject the proposed Ordinance, or, at
minimum, delay its consideration of the proposed Ordinance until the City Attorney’s office can do
a thorough analysis of the impact of the new Lockyer decision, which we believe renders the
proposed ordinance invalid (on both preemption and free speech grounds).

Very truly yours,

CAMERON, PEARLSON & FOSTER
i ————

T T

TIMOTHY C. GAMERON

TCC:gmg
Enclosure
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DECLARATION OF NAJAM KHAN

I, Najam Khan, declare:

1. I have personal knowledge of the facts set forth in this declaration, and, if called as a
witness, could and would testify competently thereto.

2. I am presently employed by Ruffin Hotels, L.P., a California limited partnership
(“Ruffin”), as the General Manager of the Long Beach Marriott, located at 4700 Airport Plaza Drive,
Long Beach, CA (the “Property”). Attached hereto as Exhibits “A”, “B” and “C” are the presently
existing ground leases relating to the Property, pursuant to which Ruffin leases the Property from the
City of Long Beach (the original ground leases are attached hereto as Exhibits “A” and “B”, and were
both amended pursuant to the Amendment to Ground Lease attached hereto as Exhibit “C”). As shown
by these presently existing ground leases, the lease payments are not inf any way based upon (or
impacted by) the revenue generated by the Long Beach Marriott’s operations.

I declare under penalty of perjury that the foregoing is true and correct.

Executed on November 21, 2006, at Long Beach, Cah

NAJAM KHAN\
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. LAW OFFICES
CAMERON, PEARLSON & FOSTER
3292 EAST SPRING STREET
LONG BEACM, CALIFGRNIA SOROS
(562) 438-30a8
PAGSIMILE: (562) 437-1067

May 31, 2006

VIA FACSIMILE (562) 436-1579 & U.S. MAIL

Robert E. Shannon

City Attorney, City of Long Beach
City Hall :

333 W. Ocean Blivd., 11* Floor
Long Beach, CA 90802-4664

Re: Proposed Labor Peace Ordinance (Versions 1 and 2)
Dear Mr. Shannon:

This office represents the Long Beach Marriott, located at 4700 Airport Plaza Drive in
Long Beach. The purpose of this letter is to provide you with our legal assessment of the
proposed labor peace ordinance (the “proposed Ordinance”) that is presently being considered
by the City of Long Beach (the “City”). Version 1 of the proposed Ordinance would apply
only to new leases, and Version 2 of the proposed Ordinance would apply to both existing
leases as well as new leases. Because Version 2 appears to clearly violate existing lessees’
contract rights (as well as their rights under the Contract Clause of the Constitution), our
comments below are addressed to Version 1. (However, as discussed below, Version 1's
problems relating to federal “preemption” would apply equally to Version 2 as well.)

1. Factual Background:

The proposed Ordinance would amend the Long Beach Municipal Code to require, as a
prerequisite to the City’s approval of any new lease with a hote] operator on City-owned property,
that the hotel operator enter into a Labor Peace Agreement (also known as a “Neutrality
Agreement”) with any Labor Organization that is seeking to represent the hotel workers at the
premises covered by the lease (proposed Ordinance Section 16.58.030). Section 65.58.010 of
the proposed Ordinance sets forth its stated purpose, which is to protect the City's financial and
proprietary interests in the revenues received by the City from the operations of the lessee hotel
by using Labor Peace Agreements to limit labor disputes which might otherwise adversely
impact such revenues.

Absent the requirements of a City Ordinance (such as the proposed Ordinance), a labor
peace agreement is similar to any other contract between private parties. Absent such an
Ordinance, the parties would be under no obligation to enter into such a contract, and would only
do so if the contract (and all of its terms) were acceptable to each party (both financially and
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otherwise). Absent such an Ordinance, the parties would have equal bargaining power in
negotiating the terms of their proposed contract, and would be free to refuse to sign such contract
in the event the terms proposed by the other party were unacceptable,

The proposed Ordinance appears at first glance to have sufficient safeguards that serve to
preserve the equal bargaining strength between the hotel operators and the Labor Organizations
regarding the terms of the Labor Peace Agreements that will be the subject of their negotiations
pursuant to the proposed Ordinance, In this regard, the proposed Ordinance does not provide for
any required format or language that must be contained in the Labor Peace Agreement, except for
its requircments relating to a No-Strike Pledge which are as follows: (1) each labor peace
agreement must contain a No-Strike Pledge (defined as a provision prohibiting the Labor
Organization and its members from engaging in picketing, work stoppages, boycotts or any other
cconomic interference with the hotel operator’s operations for the duration of the City lease
term); (2) a hotel operator shall be relieved of the obligation to enter into the Labor Peace
Agreement if the Labor Organization places conditions upon its No-Strike Pledge that the City
Council finds, after notice and hearing, to be arbitrary or capricious (proposed Ordinance
Sections 16.58.020(k) and16.58.030).

However, as discussed below, the above-mentioned requirements of the proposed
Ordinance do in fact significantly shift the bargaining leverage in such negotiations in the Labor
Organization's favor. As also more fully explained below, this fact, as well as the fact that the
proposed Ordinance also specifically grants to the City Council the power and jurisdiction to
finally determine whether any conditions of the Labor Organizations are “arbitrary” or
“capricious”, appear to render the proposed Ordinance invalid under the doctrine of federal
“preemption”.

2. Federal Preemption - Exiting Legal Decisions:

In all of the cases litigated across the United States that deal with the question of the validity of
Labor Peace Agreement Ordinances, the primary issue bas consistently been whether the local
Ordinance has been preempted by the federal National Labor Relations Act. Under the United
States Supreme Court’s doctrines of federal “preemption” (which have been developed and
defined through decades of relevant case law), under certain circumstances, a state or local
governmental entity’s power to legislate in particular areas are preempted by federal law. In such
circumstances, any attempt by such state or local governmental entity to pass legislation (such as
a local Ordinance) will be deemed to be invalid (in that it will be deemed to be beyond such state
or local governmental entity’s jurisdiction). In many of these cases, the deterrnination of whether
“preemption” applies is dependent upon whether the local legislation at issue is designed to
promote the local government's legitimate (and specific) proprietary interests. If the local
legislation appears to promote a legitimate proprietary interest (similar to such interest that a
private petson or entity would have) in a specific parcel of real property or in a specific business
venture (sometimes referred to in the case law as the promotion of the local governmental entity’s
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“spending” or “market participant’ powers”), the local iegislation will be deerned not to be
preempted by federal law (even where such local legislation concerns some of the same activities
as those poverned by federal legislation). If the local legislation does not appear to promote such
spending or market participant powers, and instead merely appears to regulate activities either
permitted or forbidden by federal law (sometimes referred to in the case law as the exercise of
“regulatory powers”), the local legislation will be deemed to be preempted by federal law (and
thus invalid).

Two previous decisions in other jurisdictions serve as good examples of how such other
jurisdictions have addressed this “preemption” issue within the context of Labor Peace
Agreements. In one of these decisions, Metropolitan Milwaukee Association of Commerce v,
‘Milwaukee County, 431 F.3d 277 (7™ Cir. 2005), a Milwaukee County ordinance required
private firms, with contracts with the County to provide transportation services for elderly and
disabled County residents, to negotiate labor peace agreements with any unions that wanted to
organize employees who worked under County contracts. In its examination of the facts, the
Seventh Circuit noted that if the County had merely intervened in labor relations of firms from
which the County purchased services, and had done so in order to reduce the cost or increase the
quality of those services rather than to displace the authority of the National Labor Relations Act
(the “NLRA”) or the National Labor Relations Board (the “NLRB"), there would be no
preemption. The Seventh Circuit then noted that the County ordinance did not limit itself to this
legitimate “spending or market participant power”, in that its practical effect would be that the
firm would be required to have union employees work on the private contracts that the firm had
(not just those that the private firms had the County). Based upon the above, the Seventh Circuit
held in favor of preemption and invalidated the ordinance: “The claim that the County is
requiring labor-peace agreements in order to further its interest as a buyer of services cannot
withstand scrutiny. On this record, it is a pretext to regulate the labor relations of companies that
happen, perhaps quite incidentally, to do some County work". 431 F.3d at 282. In the other of
these decisions, Hotel Employees & Restaurant Employees Union. Local 57 v. Sage Hospitality
Resourees, LL.C, 390 F.3d 206 (3d Cir. 2004), a Pittsburgh City ordinance required a specific
private firm (with which the City had a pending joint real estate/hotel venture) to enter into and
abide by a labor peace agrecment. In its examination of the facts, the Third Circuit noted that if
the City had merely expressed a general proprietary interest in increased tax revenues, that would
not have been a specifically tailored “proprietary interest” to warrant its intrusion into matters
governed by the NLRA and the NLRB. The Third Circuit then noted that this was not the case, in
that the City had a legitimate proprietary interest in the real estate/hotel venture that was the
subject of the labor peace agreement, and had implemented the ordinance in order to promote
this legitimate proprietary interest. Based upon the above, the Third Circuit held that there was
no preemption and validated the ordinance: “[TThe. . . interest in the success of the project that
will yield the tax revenues is precisely that of any developer who is relying upon case flow to
support debt service, repay bonds, and finance other development. The Ordinance directly
promotes and protects this interest.” 390 F.3d at 217.
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As stated above, the “market participant” federal preemption analyses contained in
Metropolitan Milwaukee Association of Commerce and Hotel Employees, and other similar
cases, validates local legislation that appears to promote 2 legitimate proprietary interest (similar
to such interest that a private person or entity would have) in a specific parce] of real property or
in a specific business venture, and invalidates local legislation that appears to regulate activities
that are either permitted or forbidden by federal law. When this “market participant” analysis is
applied to the facts underlying the present proposed Ordinance, it appears that the proposed
Ordinance is much more likely to be deemed to be an invalid attempt at regulation by the City,
rather than a valid attempt by the City to exercise any rights it might have as a true "market
participant”. First, Section 16.58.030 of the proposed Ordinance vests a significant amount of
regulatory power in the City Council (which is discussed more fully in Section 3 below). Second,
Section 65.58.010 of the proposed Ordinance provides that its stated purpose is to protect the
City's overall revenues. It is our understanding that the hotel leases entered into by the City are
typically for a fixed rent (rather than a percentage rent based upon the relative success of the
specific activities conducted by the lessee). As a result, the stated purpose for the proposed
Ordinance appears to relate solely (or at lease to a large extent) to the non-market participant
interests of the City.

Furthermore, as shown below, even if the City was deemed to be a “market participant”
under the above mentioned analysis, the proposed Ordinance would still bave significant
problems under federal preemption as a result of the significant regulatory powers it grants to the
City Council, which appears to usurp the authority granted to the National Labor Relations Board
under the National Labor Relations Act.

3. Federal Preemption - Potential Impact of Future Ninth Circuit En Banc Decision in
Chamber of Commerce of U.S. v. Lockver:

As stated above, the above decisions in Metropolitan Milwaukee Association of
Commerce and Hote] Employees were rendered in other jurisdictions outside of the Ninth
Circuit. Furthermore, as also stated above, in reaching their decisions, the Courts of Appeal in
these other jurisdictions relied heavily upon the facts and the law relating to the “market
participant” (“spending powet”) exception to preemption.

On Septermber 6, 2005, a three judge panel of the Ninth Circuit fevisited the issue of
federal preemption under the NLRA and the NLRB in its published decision in Chamber of
Commerce of U.S, v. Lockver, 422 F.3d 973 (9" Cir. 2005) (“the Lockyer decision”), which
struck down a California state statute based upon federal preemption. ?n January 17, 2006, the
majority of the Ninth Circuit justices voted to hear the matter En Bane, land ordered that the
Lockyer decision “not be cited as precedent by or to this court or any district court of the Ninth
Circuit, except to the extent adopted by the en banc court. On March 21, 2006, oral argument
was heard by the filll En Banc Ninth Circuit Court, but a decision has yet to be rendered.
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Although the Lockyer decision cannot be presently cited as authority, because of the
significance of the issues addressed in that decision and because of the uncertainties created by
the pending En Banc decision, we believe that its analysis of federal preemption is still
extremely relevant to the issues relating to the proposed Ordinance. Although the Lockyer
decision was based in part on the law relating to the “market participant” (“spending power”)
exception, the Lockyer decision also based its holding on the California statute’s improper
interference with “free speech” rights (and other rights) which are guaranteed to the employer
under the NLRA. Even though the Lockyer decision did not directly involve a labor peace
agreement ordinance, the analysis in the Lockyer decision does appear to apply to such
ordinances, including the proposed Long Beach Ordinance.

In Lockyer, a California statute had prohibited a recipient of a grant of state funds from
using such funds to assist, promote, or deter union organizing (which was defined in the statute,
as among other things, any attempt by an employer to influence the decision of its employees
regarding whether to become a member of a union or whether to support or oppose such a
union). In the Lockyer decision, the Lockyer justices held that the ordinance was invalid on its
face, based on their determination that it was preempted by the NLRA and the NLRB. In
reaching their decision, the Lockyer justices placed great weight on the fact that, although the
statute stated that it was intended to express the state neutrality in labor-management
negotiations, its actual effect was just the opposite, in violation of federal preemption principles.
In explaining their ruling, the Lockyer justices noted the following similarities between the
California statute and labor neutrality agreements (such as the City of Long Beach's proposed
ordinance):

“We copnclude that the California statute, which is far from the neutral enactment that
appellants contend it to be, significantly undermines the speech rights of employers
related to union organizing campaigns. Under the guise of preserving state neutrality, the
statute operates to impel employers themselves to take a position of neutrality with
respect to labor relations, in direct conflict with employers’ rights as granted by the
National Labor Relations Act. . . . Similar to neutrality agreements, which are often
sought by unions from employers, the California statute pushes employers to a
policy of neutrality, which in turn helps facilitate union organizing.” (422 F.3d at
978.)

The Lockyer justices then went on to explain that: (1) the Supretne Court’s preemption
doctrines as they relate to the NLRA “have long been centered around reinforcing the ‘purpose of
the Act[, which] was to obtain ‘uniform application’ of its substantive rules and to avoid the
‘diversities and conflicts likely to result from a variety of local procedures and attitudes toward
labor controversies’ ”; and (2) the strongest presumption in favor of preemption exists where state
or local legislation attempts to directly interfere with employer’s rights guaranteed under the
NLRA and the NLRB, including the etnployer's free speech right to speak out to its employees
and campaign against unionization. (422 F.3d at 985-987.) '
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The Lockyer justices also rejected the appellants’ argument that preemption supposedly
did not apply because the State was supposedly merely acting as a “market participant”. In doing
50, the Lockyer justices noted that, in order for the “market participant” (“spending powers")
exception to preemption to apply, the legislation in question must “'essentially reflect the entity’s
own interest in its efficient procurement of needed goods and services, as measured by
comparison with the typical behavior of private parties in similar circumstances’ and must have a
‘narrow scope ... [to] defeat an inference that its primary goal was to encourage a general policy
rather than address a specific proprietary problem”. (422 F.3d at 992.)

We believe that the proposed Long Beach Ordinance would not withstand scrutiny under the
reasoning of the Lockyer decision (assuming that it is not rejected by the Ninth Circuit En Banc).
The proposed Ordinance requires the hotel operators to enter into a labor peace agreement as a
prerequisite to leasing real property from the City. As acknowledged in the Lockyer decision, the
purpose of labor peace agreements is to provide leverage to unions by restricting the employer’s right
to conduct a traditional NLRB election (i.e. restricting the employer’s ability to campaign against
unionization, conduct secret ballots, etc,) Furthermore, the proposed Ordinance appears to clearly be
a “regulatory” ordinance, as opposed to a “market participant” (“spending power”) ordinance. First,
as stated above, it is not a neutral ordinance, but jnstead provides a great amount of bargaining
leverage in favor of the unions. Second, in the event that an arguably “arbitrary” or “capricious”
condition is imposed by the union as part of its No-Strike Pledge contained in a proposed labor peace
agreement, the proposed Ordinance grants the City Council complete authority (and discretion) to
determine whether the union’s conditions are appropriate (thereby further divesting the NLRB's of its
jurisdiction under the NLRA). Finally, as stated in the proposed Ordinance itself, its purpose is to try
to safeguard the general revenues of the City. Thus, its stated purpose (even if accepted by the Court
as valid) does not have the “narrow scope” which the Lockver decision deemed necessary "[to]
defeat an inference that its primary goal was to encourage a general policy rather than address a
specific proprietary problem”. (422 F.3d at 992.)

4. Conclusion:

Based upon the above, we hereby request that the City reject the proposed Ordinance, or, at
minimurm, delay its consideration of the proposed Ordinance. Thank you for your consideration.

Very truly yours,

CAMERON, PEARLSON & FOSTER
—

ndmnr C oo

TCC: ajr ON
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AMENDMENT TO GROUND LEASE

(Parcels 11 and 12)

This Amendment to Ground Lease (“Amendment”) is entered into

this 15th day of July , 2004 (“Effective Date”), by and

between the City of Long Beach, a municipal corporation (“City”)
and Ruffin Hotels, L.P., a California limited partnership
(“Tenant”) with reférence to the following facts:
RECITALS

A. City and long Beach Airport Business Park, a California
general partnership (“Original Tenant”) entered into (i) that
certain Leése Agreement (Parcel 11 of Parcel Map No. 15307 of
Business Park) dated as of March 10, 1983, a short form of which
was recorded on May 13, 1983 as Instrument No. 83-539460 in the
Official Records of Los Angeles County (“Official Records”), and

(ii) that certain Lease Agreement (Parcel 12 of Parcel Map No.

15307 of Business Park) dated as of March 10, 1983, a short form

of which was recorded on May 13, 1983 as Instrument No. 83-539461
in the Official Records (collectively “Ground Lease”) pursuant to
which City leased to Original Tenant certain real property
located in the City of Long Beach, County of Los Angeles, State
of California, and more particularly described in Exhibit “A”
attached hereto (“Property”). |

B. Original Tenant and Airport Plaza Hotel, a California
joint venture (“Plaza Hotel”) entered into that certain Ground
Sublease dated as of August 1, 1984, a memorandum of which was

1
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recorded on September 3, 1985 as Instrument No. 85-1019577 in the
Official Records (“Sublease”) pursuant to which Plaza Hotel
leased the Property from Original Tenant.

C. Original Tenant assigned its right, title and interest
in and to the Ground Lease to Carlton Browne and Company, Inc., a
California corporation, (“CBC”). CBC is the successor-in-interest
to Original Tenant under the Ground Lease and Sublease. Tenant is
the successor-in-interest to Plaza Hotel under the Sublease. CBC,
by reason of a corporate name change, is now 0.C. Investors, Inc.

D. Concurrently with the execution of this Amendment, CBC
has assigned its right, title and interest in the Ground Lease to
Tenant.

E. The Property and Ground Lease are presently encumbered
by those certain covenants, conditions and restrictions set forth
in the (i) “Maintenance Declaration” recorded on March 8, 1983 as
Instrument No. 83-256290 of Official Records, (ii) "“Declaration
of Covenants, Conditions and Restrictions Long Beach Airpgrt
Business Park A Planned Building Development Los Angeles County,
California” recorded on March 9, 1983 as Instrument No. 83-262462
of Official Records4(“Declaration”), (iii) “First Amendment to
Declaration of Covenants, Conditions, and Restrictions Long Beach
Airport Business Park” recorded June 14, 1988 as Instrument No.
88-937726 of Official Records (“First Amendment”), (iv) “Second
Amendment to Declaration of Covenants, Conditions, and
Restrictions Long Beach Airport Business Park” recorded on May

30, 1990 as Instrument No. 90-965276 of Official Records (“Second

3/31/04 2
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Amendment”), and (v) “Third Amendment to Declaration of

Covenants, Conditions and Restrictions Long Beach Airport
Business Park” recorded on June 27, 1996 as Instrument No. 96-
1024334 of Official Records (“Third Amendment”). The
Declaration, First Am?ndment, Second Amendment and Third
Amendment are hereina?ter referred to as the “CC&R’s.”

F. CBC, Airporé Plaza Owners Association and Signal
Development Corporation, a California corporation (“Signal”)
entered into that certain agreement titled “Parking Agreement” on
May 27, 1988 (“Parking Agreement”). On June 2, 1988, CBC and
Signal entered into (i) that certain agreement titled “Easement
Agreement (Parcel 1 of Parcel Map No. 15307{” which was recorded
on June 14, 1988 as Instrument No. 88-937725 in the Official
Records and (ii) that certain agreement titled “Easement
Agreement (Parcel 2 of Parcel Map No. 14943)” which was. recorded
on June 14, 1988 as Instruﬁent No. 88-937724 in the Official
Records (collectively “Easement Agreements”). On August 6, 1992,
Signal doing business as Airport Plaza Hotel and Automobile Club
bf Southern California, a California corporation entered into
that certain agreement titled “Parking Rights and
Responsibilities Apportionmént Agreement” which was recorded on
Rugust 7, 1992 as Instrument No. 92-1460775 in the Official
Records. The Parking Agreement, Parking Rights and
Responsibilities Apportionment Agreement and Easement Agreements

are hereinafter referred to as the “Parking Agreements.”

3/31/04 3
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G. - Pursuant to the Parking Agreements, Tenant as sﬁbtenant
under the%Sublease has certain easements, vehicle parkng rights
and other‘rights and obligations encumbering Parcel 1 of Parcel
Map No. 15307 (“"Tail Parcel”) and Parcel 2 of Parcel Map No.
14943 (“Boot Parcel”) which are for the benefit of Parcels 11 and
12 of Parcel Map No. 15307 (collectively “Parking Rights”).

H. Tenant intends after the Effective Date to construct
approximately 105 additional hotel guest rooms on the Property
(“Addition”).

NOW, THEREFORE, in consideration of the mutual covenants and
conditions set forth below, City and Tenant agree as follows:

1. Term. The term Qf the Ground lLease is hereby extended
to and including July 7, 2052 (“Term”).

2. Rent. Article 3 of the Ground Lease is hereby deleted
in its entirety and the following is inserted in lieu thereof:

“3. Rent.

3.1 Commencing on the date that a Certificate of
Occupancy is issued by City for the Additioﬁ (“Completion Date”)
and continuing for a period of five (5) years, Tenant shall pay
City $422,650.00 as annual rent (“Rent”) under the Ground Lease
and in consideration of the Parking Rights or Hotel Parking
Rights (defined below). The Rent shall be subject to adjustment
on each five (5) year anniversary of the Completion Date
(Y"Adjustment Date”) as provided below. In the event the
Completion Date occurs on a day other than the first day of the

month, the Adjustment Date shall be the first day of the next
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month. The Completion Date shall occur within twenty-four (24)
months from the Effective Date. If the Completion Date does not
occur within the twenty-four (24) month period, this Amendment
shall terminate and be of no further force or effect, unless
Tenant at its electio#, commences the payment of Rent in the
amount provided above; in which case this Amendment shall remain
in full force and effect. 1In such event the Adjustment Date

shall be each five (5) year anniversary of the date Tenant

‘commences payment of Rent. Rent shall be payable in installments

on the last day of each calendar quarter. Prior to the date that

Tenant begins paying Rent in the amount of $422,650.00 per year
as provided above, Tenant shall continue paying annual Rent at
the existing rate of $277,776.00, subject to rent adjustments as
provided in the Ground Lease.

3.2 At each Adjustment Date, the Rent paid the
previous year shall be adjusted to reflect the sum of the annual
increase and/or decreases in the United States Department of
Lébor, Bureau of Labor Statistics, All Urban Consumers, Consumer
Price Index, Subgroup, “All Items,” for the Los Angeles-
Riverside-Orange County, CAV(1982—1984=1OO) during the Adjustment
Period, pfovided however the maximum increase or decrease in any
given year shall be eight percent (8%). The sum of thé annual
increase and decrease during the Adjustment Period shall be added
to the Rent paid in the previous yeér. The resulting total shall
be the new Rent for the next five (5) year period.

3.3 Said adjustment shall be based upon the
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formula Ré= S +(T x U), where R equals the annual Rent payable
followingieach such rental adjustment, S equals the annual rent
payable for the Premises and Parking Rights or Hotel Parking
Rights immediately prior to the Rental Adjustment Date, for which
such adju;tment is being made, T equals $422,650.00, and U equals
the sum of said percentage increased and/or decreases. For
example, in calculating the Rent at the first Adjustment Date, if
the Consumer Price.Index for the first 12 month period increases
by ten percent (10%), for the second 12 month period decreases by
two percent (2%), for the third 12 month period increaées by
seven percent (7%), for the 12 month period increases by nine
percent (9%), and for the fifth 12 months period increases by

thirteen percent (13%), the annual rent payable would be

$422,650.00 + ($422,650.00 x (8% - 2% + 7% + 8% +8%)) =

$545,218.00. Continuing with this example, if the annual rent
for the Premises and the Parking Rights following the first
rental Adjustment Date is $545,218.00 and if the Consumer Price
Index for the first 12 month period increases by 8 percent (8%),
for the second 12 month period decreases by three percent (3%),
for the third 12 month period increases by seven percent (7%),
for the 12 month period increases by nine percent (9%), and for
the fifth 12 months period increases by six percent (6%), the
annual rent payable would be $545,218.00 + ($422,650.00 x (8% -

3% + 7% + 8B

o0

+ 6%)) = $655,107.00. Changes in the Consumer Price
Index for any twelve (12) months period shall be computed by

comparing the said Index figure for the month preceding the

3/31/04 6
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commencement of such twelve (12) period.
3.4 1If the said Consumer Price Index ceases to

exist, the parties shall substitute any official index published

by the Bureau of. Labor Statistics, or successor or similar

governmental agency, 45 may then be in existence and shall be
most nearly equivalen thereto. If any such rental adjustment
cannot be computed as vf a rent Adjustment Date, Tenant shall
continue to pay the annual rental theretofore payable until such
rental adjustment can be computed, at which time an appropriate
adjustment shall be made between the parties in order to
effectuate such rent Adjustment as of said rental Adjustment
Date.”

3. CC&R’s and Maintenance Declaration. City hereby grants

to Tenant all the easement and other rights that Tenant presently
has under the CC&R’s and Maintenance Declaration, including,
without limitation, non-exclusive easements for access, ingress
and egress for pedestrian, cycle and passenger and delivery
vehicle traffic, and vehicle parking. City’s obligations under
this grant shall include, providing for (i) the maintenance and
repair of all landscaping, drainage, flood control and parking
facilities on the Subject Property (as defined in the CC&R’s)
through the end of the Term, and (ii) the continued prohibition
of uses on the Subject Property, as listed in the CC&R’s, through
the end of the Term. Tenant shall, in consideration of the
easement and other rights granted, pay City a fractional share of

the maintenance, repair and capital costs of maintaining and
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repairingithe Common Areas. Tenant’s fractional share of such
costs shail be determined by dividing the square footage of the
buildings‘located on Parcels 11 and 12 of Parcel Map No. 15307 by
the total square footage of all buildings (excluding free-
standing ﬁarking structures) located on the lots within Parcel
Map No. 1$307. The grant provided for herein shall only become
effective ;upon the expiration or termination of the CC&R’s and/or
Maintenance Declaration and shall terminate upon the expiration
or the earlier termination of the Ground Lease.

4. Parking Rights. The Parking Rights shall continue to

benefit the Property through the end of the Term subject to the
terms and provisions of the Parking Agreements. City:and Tenant
understand and agree that the rent or other consideration for the
Parking Rights is included in the Rent described above. City
hereby grants to Tenant, (i) an exclusive easement over, across
and on that portion of the Tail Parcel depicted on Exhibit “B”
attached hereto on which presently exists 106 surface parking
stalls (“Tail Easement Area”) for general motor vehicle parking
purposes, including without limitation valet, rental car, guest,
visitor, invitee, employee and other general parking and related
purposes, (ii) a non-exclusive easement for motor veﬁicle and
pedestrian ingress and egress on, over and across those portions
of the Tail Parcel (excluding the Tail Easement Area) such that
there shall at all times be reasonable access to the Tail
Fasement Area, (iii) an exclusive easement over, across and on

that portion of the Boot Parcel depicted on Exhibit “C” attached

3/31/04 8
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hereto (“Boot Easement Area’”) for (x) pedestrian and vehicular
ingress and egress, (y) general motor vehicle parking purposes,
including without limitation valet, rental car, guest, visitor,
invitee, employee and other general parking and related purposes,
and (z) the use of a éarking'structure if previously constructed
and operated on the B?ot Parcel to accommodate such general
parking purposes (collectively “Hotel Parking Rights”). The

Grant of the Hotel Parking Rights shall be appurtenant to the

O W 0o ~N o o b~ 0 N

Property and shall be construed as covenants running with the
Boot Parcel, Tail Parcel and Property. Such grant shall only be
effective upon the termination of all or any of the Parking
Agreements and shall terminate upon the expiration or earlier
termination of the Ground Lease.‘

5. Miscellaneoué. Except has herein provided, the Ground
Lease shall remain unchanged, modified or amended and in full
force and effect. Except as defined herein, capitalized terms
shall have the same meaning as set forth in the Ground Lease,
CC&R’s and Maintenance Declaration.

IN WITNESS WHEREOF, City and Tenant have executed this Lease
as of the date first written above.

CITY: CITY OF LONG BEACH,
a municipal corporation

. o By: "t o g 2 ccua
| ——— 7, /?2’3” Print Name: )
ERT E S#A-n‘“ - Na Cl?}’ Aﬁcme}: Title:

’%y R— l//%'/

BEPUT Y QIR ATTORMEY

3/31/04 9
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RUFFIN HOTELS, L.P., a California
Limited Partnership

By:

L:\APPS\CtyLaw32\WPDOCS\D008\P003\00058795.WPD

Ruffin Hotel Corporation of
California, Inc., a California
corporation, General Partner

By:

‘Phillip G. "Ruffin, President

10
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‘ Exhibit "A" \

Description of the Premises

Parcel 11 of Parcel Map No. 15307, in the City of Long Beach,
County of Los Angeles, State of California, as filed in Book 159,
pages 50 through 53, inclusive, of Parcel Maps of Los Angeles
County, also being portions of Parcel Map No. 14943 as filed in

Book 154, pages 68-71, inclusive, of Parcel Maps of Los Angeles
County.

EXCEPT THEREFROM, ALL OIL, GAS AND OTHER HYDROCARBONS IM AND UNDER SAID
IAND, BUT WITHOUT THE RIGHT TO USE THE SURFACE, OR SUBSURFACE OF SAID LAND
ABOVE A DEPTH OF 100 FEET, AS RESERVED BY BIXBY LAND COMPANY, A CORPORATION,
IN DEEDS RECORDED IN BOOK 18884 PAGE 347, IN BOOK 24554 PAGE 211, IN BOOK
28612 PAGE. 328, IN BOOK 38790 PAGE 367, IN BOOK 46180 PAGE 52, IN BOOK 49399
PAGE 406, IN BOOK D-721 PAGE 156 AND IN BOOK 37202 PAGE 308 ALL OF OFFICIAL
RECORDS, AND AS RESERVED BY WHEELER F. CHASE IN DEED RECORDED IN BOOK 41754
PAGE 423 OFFICIAL RECORDS OF SAID COUNTY. '

- EXCEPTING AND RESERVING therefrom to the extent applicable
a non-exclusive underground utility easement appurtenant to the
real property legally described in the attached Exhibit "C"
beneath the strip of land legally described in Exhibit "A-1".
Developer shall have the right to improve the surface of said
servient tenement with driveway and parking lot improvements,
including, without limitation, sidewalks and landscaping. Any
damage to improvements upon the servient tenement resulting from
the improvement, maintenance and/or use of said easement shall
be the responsibility of City, provided that to the extent that
City has obtained the agreement of the lessee under the Adjacent
Parcel Lease, or any new lease into which the, Adjacent Parcel
Lease may be divided, for the benefit of Developer, tn be
responsible for such damage, City shall not be responsible for
any such damages while such Lease or new lease is in effect.

ALSO EXCEPTING AND RESERVING therefrom to the extent applicable

a non-exclusive easement for the ingress and egress of pedestrian
and motor vehicles appurtenant to the real property legally
described in the attached Exhibit "C" over and across the strip

of land legally described in the attached Exhibit "A-2". Developer
shall have the right to improve the surface of the servient
tenement with driveways and traffic lanes, including, without
limitation, the right to modify and/or alter any improvements
constructed upon the servient tenement by the holders of this
easement. Once Developer constructs any such improvements, such
improvements shall not be altered or modified by the holders of
the easement, except to the extent reasonably necessary for use

of the easement for such ingress and egress. It shall be a con-
dition to the use of such easement that the holder of such ease-
ment construct and maintain a lock gate across the access point

to such easement from its premises satisfying the airport security

requirements of the Federal Aviation Administration and the Long
Beach Municipal Airport.

City will cooperate reasonably with Developer in relocating the
above easements, if Developer obtains the approval of the lessee

under the Adjacent Parcel Lease, or anv such new lease subject to
said easement to such relocation,



LEGAL DESCRIPTION

The strip of land subject to the utility easement will be

a strip of land ten feetl (10') wide commencing at the
Northeasterly or Southeakterly boundary of that portion of

the real property described in the attached Exhibit "C"
described therein as Partel 2 of Parcel Map No. 14943 and
extending in a Southeasterly and/or Northeasterly direction to
intersect with utility company and/or public utility easements
within the dominant tenement. The location of such ease-

ment shall be specifically located by Developer (or by City

if this Lease is terminated prior to Developer's location of
said easement); provided that if Developer (or City) has not
specifically located said easement by recording a specific
legal description for said easement in the Office of the
County Recorder, Los Angeles County, California, by July 1,
1983, said easement may be specifically located by the lessee
under the Adjacent Parcel Lease (or by the fee owner of the
property demised thereby if such lessee fails to. locate said
easement prior to the termination of the Adjacent Parcel Lease)
by recording a precise legal description of the location of

such easement in the Office of the County Recorder, Los Angeles
County, California. .

Fxhihit+ "a-1"
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| LEGAL DESCRIPTION

The strip of land subject to the ingress and egress easement
will be a strip of land twenty feet (20') in width commencing

at the Northeasterly boundary of that portion of the real
property described in the attached Exhibit "C" described therein
as Parcel 2 of Parcel Map No. 14943 and extending in a North-
easterly and/or Southeasterly direction to intersect with Spring
Street and/or Clark Avenue. The location of such easement

shall be specifically located by Developer (or by City if this
Lease is terminated prior to Developer's location of said ease-
ment); provided that if Developer (or City) has not specifically
- located said easement by recording a specific legal description
for said easement in the Office of the County Recorder, Los
Angeles County, California, by July 1, 1983, said easement may
be specifically located by the lessee under the Adjacent Parcel
Lease (or by the fee owner of the property demised thereby if
such lessee fails to locate said easement prior to the termin-
ation of the Adjacent Parcel Lease) by recording a precise

legal description of the location of such easement in the

Office of the County Recorder, Los Angeles County, California.
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LEASE AGREEMENT

(Parcel 11 of Parcel Map No. 15307 of Business Park)
By and Between

CITY OF LONG BEACH,
a municipal corporation

"City"
and

LONG BEACH AIRPORT BUSINESS PARK,
a California general partnership

"Developer"

CITY OF LONG BEACH, CALIFORNIA
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THE FOLLOWING ITEMS ARE ATTACHED TO THE LEASE:
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Legal Description of the Premises

Sitea Plan of the Premises

. Legal Description of the Property Demised

by the Adjacent Property Lease

Agreément of Non-Disturbance (Parcelll of
Parcel Map No. 15307 of Business Park)

Incremental Development Rider
Construction'Requirements
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Short Form Ground Lease (Parcel 1l of
Parcel Map No. 15307 of Business Park)
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LEASE AGREEMENT
(Parcel 1] of Parcel Map No. 15307 of Business Park)

THIS LEASE AGREEMENT (Parcel 11 of Parcel Map No. 15307

of Business Park) ("Lease") is made as of the 10th day of
March r 1983 (but shall be deemed at all times mentioned

herein and for all purposes mentioned herein to relate back to
April 23, 1981, the date of the Master Ground Lease described in
Section 1.1 below), by and between LONG BEACH AIRPORT BUSINESS
PARK, a California general partnership composed of CARLTON BROWNE
AND COMPANY, INCORPORATED, a California corporation ("CB&C"), and
SIGNAL DEVELOPMENT CORPORATION, a California corporation ("SDC"),
which general partnership is hereinafter referred to as
"Developer" and the CITY OF LONG BEACH, a municipal corporation
(hereinafter referred to as "City"). City and Developer hereby
agree as follows:

1. SUBJECT OF LEASE:

1.1 Purpose of Lease. The purpose of this
Lease is to provide for the lease and improvement of certain
premises, hereinafter described (the "Premises"), as a portion of
a business park. The business park and a certain Fixed Base
Operations facility located next to the business park are herein-
after collectively referred to as the "Project". This Lease is
intended to replace and supersede as to the Premises only that
certain unrecorded Lease Agreement dated April 23, 1981, executed
by the Developer and the City (the "Master Ground Lease"), a
short form of which Master Ground Lease was recorded on August 6,
1982, as Instrument No. 82-795499 of the Official Records of the
Los Angeles County, California Recorder. This Lease shall have
the same priority as to title with respect to the Premises
described on attached Exhibit "A" as the Master Ground Lease.
Any and all subleases entered into by Developer with respect to
the Premises shall automatically be subject and subordinate to
this Lease. Exhibit "E" to the Master Ground Lease provides for
the segregation of the Master Ground Lease. This Lease (which
might be thought of as a mini master ground lease) is intended to
segregate the Premises from the Master Ground Lease in accordance
with said Exhibit "E". This Lease is entered into in order to
develop such portion of the Project and not for speculation in
land holding. The development of such portion of the Project
pursuant to and as contemplated by this Lease is in the vital and
best interests of City and in accord with the public purposes and
provisions of applicable State and local laws and requirements
under which the Project is to be undertaken.

. 1.2 Lease of Premises. City hereby leases
to Developer and Developer takes and hires from City the Premlses
which are legally described on Exhibit "A" and illustrated and
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designated on the site map of the Project as Exhibit "B", both of
which are attached hereto and made a part hereof, upon the terms
and conditions hereinafter set forth.

1.3 Lease of Adjacent Premises. As of
April 23, 1981, City leased to Developer certain real property
known as the Fixed Base Operations parcels, which real property
is legally described in the attached Exhibit "C". Said lease is
hereinafter referred to as the "Adjacent Parcel Lease".

1.4 = Option to Lease. This Lease, the
Adjacent Parcel Lease, the Master Ground Lease (as well as all
other mini master ground leases into which the Master Ground
Lease has been or will be segregated) have been executed and
delivered pursuant to and as contemplated by that certain Option
and Lease Agreement dated April 23, 1981 by and between City and
Developer (the "Option") and are intended to modify and replace
said Option and the rights and obligations of the parties
thereto.

1.5 Parties to the Agreement.

1.5.1 City. City is a municipal
corporation organized and existing under the laws of the State of
California. The principal office of City is located at City
Hall, 333 West Ocean Boulevard, Long Beach, California 90802.

The term "City" as used in this Lease includes the City of Long
Beach, California, and any assignee of or successor to its
rights, powers and responsibilities.

1.5.2 Developer. Developer is a
general partnership consisting of SDC, with a principal place of
business at 17890 Skypark Circle, Irvine, California 92714, and
CBs&C, with a principal place of business at 3191-A Airport Loop
Drive, Costa Mesa, California 92626. The principal place of
business of Developer is 17890 Skypark Circle, Irvine, California
92714.

. A General Partnership Agreement has
been executed by SDC and CB&C, an executed copy of which has been
delivered to City. SDC and CB&C agree, upon request, to provide
City with any amendments to this General Partnership Agreement
made and entered into during the term of this Lease, so long as
Long Beach Airport Business Park, a California general partner-
ship, is the party acting as Developer under this Lease. SDC and
CB&C represent and acknowledge that each one is jointly and
severally liable to City under this Lease.

1.5.3 Association by Developer.
Notwithstanding any other provision hereof, Developer reserves
the right, at its discretion, to join and associate with other
entities in joint ventures, partnerships or otherwise for the
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purpose of acquiring and developing the Premises, and may assign
this Lease to any such entity; provided that Developer continues
to manage the development and operation of the Premises and will
remain fully responsible to the City as provided in this Agree-
ment, unless released from liability under Section 5.1 below. As
used herein, manage shall mean to direct or supervise the opera-
tion and execution of the development of the Premises and to have
authority to act for and bind the entity in all dealings with the
City under this Lease. This definition shall not be deemed to
require Developer to retain absolute discretion or policy making
authority. . . : '

1.6 Definition of Terms.

1.6.1 Premises. The term "Premises"
as used in this Lease means those certain premises legally
described on Exhibit "A" attached hereto and illustrated and
designated on the site map attached hereto as Exhibit "B".

1.6.2 Business Park. The term
"business park” as used in this Lease means that certain real
property of approximately 42.61 acres legally described as
Parcels 1 through 12, inclusive, of Parcel Map No. 15307, in the
City of Long Beach, County of Los Angeles, State of California,
as filed in Book 159, pages 50 through 53, inclusive, of Parcel
Maps of Los Angeles County, except therefrom, all oil, gas and
other hydrocarbons in and under said land, but without the right
to use the surface, or subsurface of said land above a depth of
100 feet, as reserved by Bixby Land Company, a corporation, in
deeds recorded in Book 18884, page 347, in Book 24554, page 211,
in Book 28612, page 328, in Book 38790, page 367, in Book 46180,
page 52, in Book 49399, page 406, in Book D-721, page 156 and in
Book 37202, page 308, all of Official Records, and as reserved by
Wheeler F. Chase in deed cecorded in Book 41754, page 423,
Official Records of said county.

1.6.3 Project. The term "Project" as
used in this Lease means the business park as well as a certain
Fixed Base Operations facility located next to the business
park. The Fixed Base Operations facility contains an area of
approximately 10.00 acres and is legally described on Exhibit "C"
attached hereto.

2. TERM:

. The term of this Lease shall commence on the;
8th day of July, 1982, and shall continue thereafter for a period
of fifty (50) years.



3. RENT:

The rent provision contained in this Article 3
was originally contained in the Master Ground lLease and it
applied to the entire business park portion of the Project. (The
business park does not include the Fixed Base Operations
parcels.) 1In segregating the Master Ground Lease, City and
Developer have agreed that the rent for the segregated Premises
described on attached Exhibit "A" shall be a percentage of the
rent originally contained in the Master Ground Lease for the
entire business park. Thus, notwithstanding anything to the
contrary hereinafter contained in this Article 3 or otherwise in
this Lease, City and Developer hereby agree that the rent under
this Lease is and shall be 24 98/100 percent (_24.98 %) of all rent
provided for in this Article 3 and otherwise in this Lease.

. T3.1 -Minimum Lease Payménf. From commence-
ment of the term of this Lease, the basic rental payment shall be
as follows:

(a) First year: ONE HUNDRED SIXTY-
SEVEN THOUSAND THREE HUNDRED THIRTY DOLLARS ($167,330.00), pay-
able in installments on the last day of each calendar gquarter.

(b) Second year: THREE HUNDRED
THIRTY-FOUR THOUSAND SIX HUNDRED SIXTY DOLLARS ($334,660.00),
payable in installments on the last day of each calendar quarter.

(c) Third year: FIVE HUNDRED ONE
THOUSAND NINE HUNDRED NINETY DOLLARS ($501,990.00), payable in
installments on the last day of each calendar quarter.

(d) Fourth through fourteenth
years, inclusive: SIX HUNDRED SIXTY-NINE THOUSAND THREE HUNDRED
TWENTY DOLLARS ($669,320.00), payable in installments on the last
day of each calendar quarter. The term "calendar quarter" as
used herein shall mean the calendar quarters endinc¢ on the last
days of March, June,_ September and December of each calendar
year. Rental and rental adjustments applicable to only a portion
of a calendar quarter shall be appropriately prorated on a per
diem basis.

3.2 Rental Adjustment.

(a) Beginning on the fifteenth
(L5th) anniversary of the first day of the term of this Lease,
the base rental payable for the business park shall be adjusted
in the manner provided in the formula set forth herein.
Thereafter, rental adjustments shall occur on the fifth (5th)
anniversary of said initial rental adjustment. Said dates shall
be referred to for convenience as "adjustment dates".

-
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(b) At each rental adjustment date,
the rental paid the previous year shall be adjusted to reflect
the sum of the annual increases and/or decreases in the United
States Department of Labor, Bureau of Labor Statistics, All Urban
Consumers, Consumer Price Index, Subgroup, "All Items", for the
Los Angeles-Long Beach-Anaheim Area (1967 equals 100), during the
adjustment period, provided, however, that the maximum increase
or decrease in any given year shall be eight percent (8%). The
sum of the annual increases and decreases during the adjustment
period shall be added to the rental paid in the previous year.
The resulting. total shall be the cumulative rental.

(c) Said adjustment shall be based
upon the formula R =S + (T x U), where R equals the annual
rental payable following each such rental adjustment, S equals
the annual rental payable for the business park immediately prior
to the rental adjustment date, for which such adjustment is being
made, T equals the annual rental payable immediately prior to the
first such rental adjustment date, and U equals the sum of said
percentage increases and/or decreases; provided that such adjust-
ment for the first rental adjustment date shall be based upon the
formula R = S + ($167,330 x V1) + ($334,660 x V2) + ($501,990 x
V3) + (T x V4), where V1 equals the said vercentage increase or
decrease for the first twelve (12) month period, V2 eguals the
said percentage increase or decrease for the second twelve (12)
month period, V3 equals the said percentage increase or decrease
for the third twelve (12) month period, and V4 equals the sum of
said percentage increases and/or decreases for the fourth through
the fourteenth such twelve (12) month periods. For example, the
maximum annual rental payable from and after the first rental
adjustment date shall be $669,320 + $13,386 + $26,773 + $40,159 +
$589,002 = $1,338,640. Continuing with this example, if the
annual rental for the business park payable following the first
rental adjustment date is $1,338,640 per annum and if the said
Consumer Price Index for the first twelve (12) month period
following such rental adjustment date increases by ten percent
(10%), for the second twelve (12) month period following such
date decreases by two percent (2%), for the third twelve (12)
month period followihg such date increases by seven percent (7%),
for the fourth twelve (12) month period following such date
increases by nine percent (9%), and for the fifth twelve (12)
month period following such date increases by thirteen percent
(13%), the annual rental payable would be $1,338,640 + [$669,320
x 8% - 2% + 7% 4+ 8% + 8%)] = $1,532,743. Changes in the said
Consumer Price Index for any twelve (12) month period shall be
computed by comparing the said Index figure for the month
preceding the commencement of said twelve (12) month period.

(d) If the said Consumer Price
Index ceases to exist, the parties shall substitute any official
index published by the Bureau of Labor Statistics, or successor
or similar governmental agency, as may then be in existence and
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shall be most nearly equivalent thereto. If any such rental
adjustment cannot be computed as of a rent adjustment date,
Developer shall continue to pay the annual rental theretofore
payable until such rental adjustment can be computed, at which
time an appropriate adjustment shall be made between the parties
in order to effectuate such rental adjustment as of said rental
adjustment date. .

. 3.3 Additional RentalvAdjustments. The
Basic Minimum Rent payable for the Project shall be subject to
further adjustments and/or temporary abatements as follows:

(a) The EIGHT HUNDRED THOUSAND
DOLLAR ($800,000) annual minimum base rent provided for the
Project under the Option (a portion of which has been allocated
to the business park by this Lease) has been computed based upon
the following assumptions regarding the permitted uses of the
Project:

Use Units Planned
Financial/restaurant ' 38,333 sqg.ft.
Garden office 197,498 sqg.ft.
Hotel rooms 200 rooms
Airport-oriented office 89,951 sq.ft.
Multi-use space 211,039 sqgq.ft.
Tie-downs and Hangar Space Equivalent of

150 spaces for
single engine
aircraft

In the event (i) that Developer is unable to obtain any of the
discretionary governmental permits and/or approvals for the
improvement of the Premises required to construct the above-
described improvements within the Project, and, as a result
thereof, it is delayed and/or prevented from the construction of
such improvements upon the Premises; or (ii) that such discre-
tionary permits and/or approvals are subject to terms and condi-
tions imposed by City other than pursuant to agreements with or
to comply with the laws of the State of California and the United
States,. in addition to those contemplated by the PD-2 Ordinance
applicable to the Project first enacted by the City of Long Beach
prior to the commencement of the term of this Lease (references
in this Lease to a PD-2 Ordinance shall be deemed a reference to
the PD-2 Ordinance enacted by City during the term of the Option,
but prior to the commencement of the term of this Lease, or to
any zoning ordinance enacted in replacement of such PD-2
Ordinance), that increase Developer's costs, the base minimum
rent shall be equitably reduced based upon the proportionate
reduction in the fair market value of the Premises valued for the
types and quantities of uses that Developer is permitted to
develop within the Premises, as compared to the fair market value
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valued for the types and quantities of uses contemplated above,
in the case of (i) above, or based upon the additional develop-
ment costs resulting in reduction of the fair rental value of the
Premises below the rental for the fourth lease year as set out in
Section 3.1 and the effect of such costs upon the fair market
value of the Premises in the case of (ii) above. 1In the case of
(i) above, such adjustment shall become effective upon the Ffirst
to occur of the date Developer is denied any such governmental
permit or approval and such denial becomes final or the date the
applicable PD-2 Ordinance or other governmental law, rule and/or
regulation preventing the construction of the types and quan-
tities of improvements upon the Premises described above becomes
effective. 1In the case of (ii) above, such adjustment shall
become effective upon Developer's incurring the additional
development costs as a result of the matters described therein.
For example, in the event that that portion of the Project to be
improved with a two hundred (200) room hotel can only be improved
with a one hundred fifty (150) room hotel and a five thousand
(5,000) square foot office building by reason of an amendment to
the applicable PD-2 Ordinance, that portion of the minimum rental
applicable to such portion of the Project shall be reduced if
necessary in the proportion that the fair market value of such
portion of the Project, valued for uses permitted by the applic-
able PD-2 Ordinance and this Lease bears to the fair market value
of such portion of the Project valued as though the applicable
PD-2 Ordinance permitted the construction of a two hundred (200)
room hotel, such adjustment to become effective upon the date
that such amendment to the applicable PD-2 Ordinance becomes
effective. Any computation of the portion of the minimum rental
to be allocated to such portion of the Project shall be made
pursuant to the attached Exhibit "E". For the purposes of this
Lease any Fixed Base Operation buildings constructed upon the
premises demised by the Adjacent Parcel Lease, shall be included
within the use category designated as "Multi-use space" above,
but airplane hangar space shall not constitute a portion of the
211,039 square feet described above. An appropriate adjustment
shall be made to Section 17.1 in the event that the rental
payable hereunder is adjusted pursuant to subclause (i) of this
paragraph. *

- In the event City and Developer are unable to reach
agreement upon the amount of any rental adjustment to be made
pursuant to this Section 3.3(a), the matter shall be determined
by submitting the dispute to arbitration in accordance with the
rules of the American Arbitration Association. Pending the
determination of such dispute, through such arbitration pro-
ceedings, Developer shall continue to pay the rent otherwise
payable hereunder, provided that upon the determination of such
rental adjustment, any overpayment of rent shall be reimbursed
Developer, upon demand.



(b) In the event that Developer's
improvement and development of the Premises, in whole or in part,
is delayed by reason of any governmental moratoriums, or by -
reason of any legal actions or other proceedings instituted to
challenge or contest the validity and/or issuance of any govern-
mental permits or approvals required by Developer, or by reason
of any default hereunder on the part of City, the Basic Minimum
Rent payable under Section 3.1 above shall be equitably abated in
a reasonable manner, while such delay continues in effect. Not-
withstanding the foregoing, should any delay resulting from legal
actions or other proceedings instituted to challenge or contest
the validity and/or issuance of any such governmental permit
occur during the lease term, including delays from acts occurring
during the option period under the Option: (1) the rental abate-
ment otherwise permitted by this paragraph (b) shall be reduced
by one-half (1/2) if such delay is in excess of six (6) months
(as measured from the date rentals. hereunder or option payments
under the Option attributable to the Premises are abated by
reason of such delay) such reduction to begin on the commencement
of the seventh month of such delay; (2) such one-half (1/2) of
the rental adjustment so payable as provided for in (1) above
shall be paid into an interest-bearing escrow account for a
period not to exceed three (3) years. Developer may terminate
this Lease at its option at any time prior to the end of such
third year while such delay continues. Upon the last day of said
third year, Developer shall elect to resume paying the full
amount of rental due as specified in Section 3.1 hereof, or shall
terminate this Lease as of that date as to the affected portion
of the Premises. Developer shall advise City of its election to
pay rent or terminate on or before the last day of said third
year. Termination by Developer hereunder shall be accomplished
by giving written notice of such termination to City and in such
event, such portion of the Premises shall be reconveyed to City,
together with and subject to any rights, powers and easements
established by any "Declaration" as defined in the attached
Exhibit "E", provided that Developer complies with all conditions
set forth in said Exhibit "E" to the division of this Lease into
two separate new leases, one of which new leases would demise the
portion of the Premises with respect to which this Lease is being
terminated. If Developer elects to continue this Lease and
resume paying the full rental then due, all monies in the above-
described escrow account, including interest thereon, shall be
paid to City. If Developer elects to terminate this Lease as to
the affected portion of the Premises any time permitted by this
Section 3.3(b), all monies in said escrow account, including
interest thereon, shall be returned to Developer, less City's
reasonable expenses incurred in defending any legal action
causing the delay described herein upon any such termination, any
portion of the security deposit described in Section 17.1.1 below
applicable to such terminated portion of the Premises shall be
returned to Developer and the Basic Minimum Rent payable here-
under shall be reduced by the amount of the Basic Minimum Rent
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attributable to the portion of the Premises with respect to which
this Lease is being terminated, computed as provided in the
attached Exhibit "E".

4. ENCUMBRANCES :

4.1 Right to Encumber. Durlng the term of
this Lease, Developer may mortgage, pledge, assign or encumber,
for security purposes only, Developer's interest under this Lease
and the leasehold estate hereby created to a "lender on the
security of the leasehold estate", as defined in Section 4.3
below, and in that connection may perform any and all acts and
execute any and all instruments necessary and proper to consum-
mate any loan, or other secured transactions and perfect the
security therefor to be given such lender on the securlty of the

leasehold estate.

4,2 Lender's Rights. Any such lender on
the security of the leasehold estate shall have the right at any
time during the term hereof:

(a) To do any act or thing required
of Develooer hereunder and all such acts or things done and per-
formed shall be as effective to prevent a forfeiture or termina-
tion of Developer's rights hereunder as if done by the Developer.

(b) To realize on the security
afforded by the leasehold estate and to acquire and succeed to
the interest of Developer hereunder by judicial foreclosure or by
private power of sale oroceedlngs under any mortgage or deed of
trust and to convey or assign the title to the leasehold estate
created hereby to any purchaser at a foreclosure or trustee's
sale and to acquire title in its own name or in the name of its
nominee by assignment in lieu of foreclosure.

(c) Pending any foreclosure of its
lien, to take possession of and operate the Premises performing
all obligations perfermable by Developer.

(d) In the event of a default by
Developer in the payment of an installment of rent hereunder, to
pay such rent to City and such rent payments alone, without
further requirement, shall be sufficient to prevent a termination
or forfeiture of the leasehold estate created hereby or of
Developer's right to possession; provided, however, that such
right to cure such default and thereby prevent such termination

or forfeiture shall exist only for a period of nlnety {90) days
after notice of such default has been given by City to such

lender and only as to those lenders who have notified Cle of
their respective interests in the Premises, as provided in
Section 4.4 hereof.



(e) In the case of any other
default by Developer, City will take no action to effect a
termination of this Lease or of Developer's right to possession
by reason thereof until City shall have given to each such lender
having so notified City as provided in Section 4.4 below a
reasonable time after the expiration of Developer's grace period
for curing such default within which either (i) to cure such
default, if such default is susceptible of being cured by the
lender without such lender's obtaining possession of the
Premises, or (ii) to obtain possession of the Premises (including
possession by a receiver) and to cure such default, in the case
of a default, which is susceptible of being cured by the lender
only when the lender has obtained possession thereof, or (iii) to
institute foreclosure proceedings and to complete such fore-
closure proceedings or otherwise acquire Developer's interest
under this Lease with reasonable and continuous diligence in the
case of a default which is not susceptible of being cured by such
lender; provided, however, that any such lender shall not be
required to continue such possession or continue such foreclosure
proceedings if the default which prompted the service of such a
notice has been cured.

(£) The time available to any
lender entitled to such notice from City to initiate foreclosure
or power of sale proceedings as aforesaid shall be deemed
extended by the number of days of delay occasioned by other
circumstances beyond the lender's control, but such extension
shall not release such lender from the reguirement that it cure
rental defaults, as herein provided, to prevent City's termin-
ation of this Lease. '

(qg) During the period that any such
lender shall be in possession of the Premises and/or during the
pendency of any foreclosure proceedings instituted by any lender,
the lender shall pay or cause to be paid the rent specified in
Article 3 above and all other charges of whatsoever nature pay-
able by Developer hereunder which have been accrued and are
unpaid and which will thereafter accrue during said period
(subject to the sixty [60] day notice and right to cure provision
provided in Section 17.6.1 below which shall be applicable to any
failure by such lender to pay such sums). Such lender shall not,
however, be required to pay the rent or other charges under the
Adjacent Parcel Lease, or any naw lease into which the Adjacent
Parcel Lease may be divided pursuant to Paragraph 13 of the
Miscellaneous Addendum attached to the Adjacent Parcel Lease.
Following the acquisition of Developer's leasehold estate by the
lender, or its designee, or any third party either as a result of
judicial foreclosure or trustee sale proceedings or acceptance of
an assignment in lieu of foreclosure, the lender or party
acquiring title to Developer's leasehold estate shall, within
thirty (30) days, commence the cure of all defaults hereunder to
be cured and thereafter diligently process such cure to comple-
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tion, except such defaults which cannot, in the exercise of
reasonable diligence, be cured or performed by the lender or
party acquiring title to Developer's leasehold estate (and also
except any defaults under the Adjacent Parcel Lease, or any new
lease into which the Adjacent Parcel Lease may be divided pur-
suant to Paragraph 13 of the Miscellaneous Addendum attached to
the Adjacent Parcel Lease), whereupon City's right to effect a
termination of this Lease based upon the default in question
shall be deemed waived. Any default not susceptible of being
cured by the lender or party acquiring title to Developer's
leasehold estate shall be, and shall be deemed to have been,
waived by City upon complaetion of the foregoing proceedings or
acquisition of Developer's interest in this Lease by any pur-
chaser (who may, but need not be, any lender) at the foreclosure
or trustee's sale, or who otherwise acquires Developer's interest
by virtue of the lender's exercise of its remedies, except that,
if the default is curable by action of the City, City may, upon
thirty (30) days' prior written notice to Developer at its sole
option, enter into the property and cure the default and charge
any cost of such action to Developer. WNotwithstanding the
foregoing, any defaults by Developer in the performance of its
indemnification and hold-harmless covenants under tnis Lease and
defaults under the Adjacent Parcel Lease, or any new lease into
which the Adjacent Parcel Lease may be divided, shall be deemed
to be defaults not susceptible of being cured by the lender or
party acquiring title to Developer's leasehold estate and City
may not cure any such default and charge the cost of such action
to any such lender or other party acquiring title through
judicial or trustee's sale proceedings or by deed in lieu of
assignment, their successors or assigns, or acquiring a new
leasehold under Section 4.6, but may recover said costs from any
of the parties liable hereunder. City may not recover costs from
the Developer under this Lease which are incurred to cure
defaults under any other lease in effect as a result of the
segregation procedure set forth in Section 2 of Exhibit E to the

Master Ground Lease.

. (h) All notices by City to any
lender shall be given by registered or certified mail, return
receipt requested, addressed to the lender at the address last
specified in writing to City by the lender.

(i) However, if any such lender
shall fail or refuse to comply with any and all of the conditions
of this Section, then and thereupon City shall be released from
its covenant of forbearance with such lender herein contained.

4.3 Lender Defined. The term "lender on
the security of the leasehold estate"” or "lender" as used in this
Lease shall mean the mortgageee under any mortgage, or the
beneficiary under any deed of trust encumbering the leasehold
estate of Developer or Developer's interests therein (including
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the assignee or successor of any such mortgagee, or trustee of
any such mortgage or deed of trust and the holder of any
promissory note, bond or other evidence of indebtedness or
agreement secured thereby), and delivered for the purpose of
securing to such mortgagee, trustee or beneficiary payment of any
indebtedness incurred by Developer and/or the performance of any
obligation to be performed by Developer and secured by such
mortgage or deed of trust. Such terms may include the
beneficiary under a purchase money deed of trust and other
secured parties coming within the above definition, whether or
not they have loaned funds to Developer.

- 4.4 Notice. City's obligations to observe
its covenants of forbearance in this Article for the benefit of
any lender on the security of the leasehold estate, except as may
be otherwise provided by law, shall be conditioned upon there
having been first delivered to the Airport Manager of the City of
Long Beach, a written notice of such encumbrance which shall
state the name and address of such lender for the purpose of
enabling notices to be given under Section 4.2 above.

. 4.5 Request for Notice. Upon and imme-
diately after the recording of any trust deed encumbering
Developer's leasehold estate, Developer, at Developer's expense,
shall cause to be recorded in the Office of the Recorder of Los
Angeles County, California, a written request for notice under
Section 2924(b) of the California Civil Code that a copy of any
notice of default and a copy of any notice of sale under such
deed of trust be delivered to City as provided for under Section
2924(b) of the California Civil Code. Such request shall be
executed by City. Concurrently with Developer's forwarding such
notice to City for execution, Developer shall furnish to City a
complete copy of the trust deed and the note secured thereby,
together with the name and address of the holder thereof.

4,6 New Lease. 1In the event that this
Lease is terminated or cancelled for any reason, any lender on
the security of the leasehold estate holding a Deed of Trust that
is a first and senior lien upon Developer‘s leasehold estate
shall have the right, within sixty (60) days of receipt of notice
of such termination, to demand a new lease to replace this Lease
covering the Premises for a term to commence on the date of .
procurement by City of possession of the Premises and to expire
on the same date as this Lease would have expired if it had
otherwise continued uninterrupted until its scheduled date of
termination, and containing all of the same rights, terms,
unexpired options, covenants, considerations and obligations as
set forth in this Lease. Such new lease shall be executed and
delivered by City to such lender within sixty (60) days after
receipt by City of written notice from the lender of such
election and upon payment by such lender of all sums owing by
Developer under the provisions of this Lease (less the rent and
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other income actually collected by City in the meantime from any
subtenants or other occupants of the Premises and exclusive of
any sums owing under the Adjacent Parcel Lease or any new lease
into which the Adjacent Parcel Lease or any new lease into which
the Adjacent Parcel Lease may be divided pursuant to Paragraph 13
of the Miscellaneous Addendum attached to the Adjacent Parcel
Lease) and upon performance by the lender of all other obliga-
tions of Developer under the provisions of this Lease with
respect to which performance is then due and which are suscep-
tible of being cured by the lender. After such termination or
cancellation of this Lease and prior to the expiration of the
period within which any such lender may elect to obtain such new
lease from City, and following any such election to obtain such a
new lease, City shall refrain from terminating any existing
sublease and from executing any new subleases or otherwise
encumbering the real property demised hereby without the prior
written consent of lender and City shall account to such lender
for all rent collected from subtenants during such period. Any
new lease granted any such lender shall enjoy the same priority
in time and in right as this Lease over any lien, encumbrance or
other interest, power and privileges of Developer hereunder in
and to the Premises, including specifically, without written
limitation, the assignment of Developer's interest in and to all
then existing subleases and sublease rentals and (subject to.
Sections 5.3 and 17.9) the automatic vesting of title to all
buildings, improvements and appurtenances, as well as to all
equipment, fixtures and machinery therein until the expiration or
termination of the term thereof. Such new lease shall provide
with respect to each and every sublease which immediately prior
to the termination of the term of this Lease was superior to the
lien of the lender executing the new lease as tenant, or as to
which such lender has executed a non-disturbance agreement, that
such tenant thereunder shall be deemed to have recognized the
subtenant under the sublease pursuant to the terms of the
sublease, as modified by any applicable non-disturbance or
attornment agreement, as though the sublease had never termin-
ated, but had continued in full force and effect after the
termination of the term of this Lease, and to have assumed all of
the obligations of the subiessor under the sublease accruing from
and after the termination of the term of this Lease, except that
the obligation of the new tenant, as sublessor, under any cove-
nant of quiet enjoyment, express or implied, contained in any
such sublease, shall be limited to the acts of _such tenant and
those claiming by, under and through such tenant.

. 4.7 . Consent of Lender. Without the prior
consent of any lender on the security of the leasehold estate
having given City notice of its interest in the Premises under
Section 4.4 above, this Lease shall not be surrendered, can-
celled, terminated or amended (except with respect to termination
pursuant to any eminent domain proceedings concerning the whole
of the Premises, as provided in Article 10 and except pursuant to
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Section 17.6.8 after compliance with the requirements of Section
4,.2) and no agreement purporting to surrender, cancel, terminate
or amend this Lease shall be valid or effective unless such
lender shall first have consented thereto. In order to facili-
tate any financing or refinancing by Developer which involves the
hypothecation of Developer's leasehold estate and rights here-
under, City, if requested so to do by Developer, agrees to join
in executing any and all instruments which legal counsel for any
lender which is or may become the holder of a lien that is a
first lien and charge upon the leasehold estate of Developer may
reasonably require in order: (i) to grant to the lender or
prospective lender the right to act for Developer in enforcing or
exercising any of Developer's rights, options or remedies under
this Lease; (ii) to amend the provisions of this Lease which
relate to the application of Developer's portion of any insurance
proceeds or condemnation award as may reasonably be requested by
any lender; and (iii) to more fully assure the lender's right to
- secure the hypothecation of the leasehold estate of Developer,
provided that in no event shall City be required to incur any
personal liability for the repayment of any obligations secured
by any such hypothecation of the leasehold estate of Developer
nor to subordinate the City's rights and reversionary interests
in and to the Premises to any such hypothecation.

4.8 No Merger. No merger of Developer's
leasehold estate into City's fee title shall result by reason of
the ownership of City's or Developer's estates by the same party
or by reason of any other circumstances, without the prior
consent of any and all lenders on the security of the leasehold
estate.

4,9 Lender's Liability. In the event that
any lender on the security of the leasehold estate obtains title
to the leasehold estate or to any part thereof by sale through
judicial or trustee's sale foreclosure proceedings or by deed
given in lieu of foreclosure, such lender may thereafter (i)
assign this Lease cone time without City's approval and such
lender and any person or entity acquiring the Developer's
interest hereunder from such lender shall be liable to perform
the obligations imposed on Developer by this Lease only during
the period such person has ownership of the leasehold estate
created hereby or possession of the Premises, and (ii) sublet the
Premises free of the restrictions in Section 5.2.1 of this
Lease. Thereafter, any assignment shall be invalid unless City
shall have first consented thereto in accordance with Section 5.1
below. Such consent shall not be unreasonably withheld. Any
assignee of such lender shall, however, be subject to the terms
and provisions of Sections 5.1 and 5.2.1 below. The rights and
privileges under this Lease of any lender on the security of the
leasehold estate shall be subject to the rights and privileges of
any other lender on the security of the leasehold estate which
lien has priorty over the lien of such lender.
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5. ASSIGNMENT AND SUBLETTING:

5.1 Assignment.

5.1.1 Developer. The qualifications
and identities of Developer are of particular concern to City.
It is because of those qualifications and identities that City
has entered into this Lease with Developer. No voluntary or
involuntary successor in interests shall acquire any rights or
powers under this Agreement except pursuant to an assignment or
transfer made with City's consent or expressly permitted by this
Lease to be made without City's consent.

5.1.2 Approval by City. Developer
may assign this Lease and its rights hereunder pursuant to
Section 1.5.3 above provided that the assignee is a partnership
or joint venture in which either Developer, or if Developer is a
partnership or joint venture, either all of its partners or
venturers, or both CB&C and SDC is/are general partners or joint
venturers and provided that Developer continues to manage the
Premises as required by Section 1.5.3 above. Except for the
specific assignment permitted by the preceding sentence and the
assignment by a lender permitted by Section 4.3 above, Developer
may not assign this Lease or any interest herein without first
obtaining the written consent of City, which consent, subject to
Section 5.1.6 below, shall not unreasonably be withheld. City
may condition such consent upon any such assignee's, concurrently
with such assignment, executing and delivering to City an agree-
ment assuming and agreeing to perform the obligations of Devel-
oper under this Lease. Promptly following any such assignment,
Developer shall deliver to City a copy of such assignment,
together with a statement setting forth the following
information:

(i) The name and address
of the assignee for the purpose of enabling notices to be given
under Section 17.2 below.

(ii) Whether the assignee
is an individual, a corporation or a partnership or a joint
venture, and, if such assignee be a corporation, the names of
such corporation's principal officers and of its directors and
State of incorporation, and, if such assignee be a partnership or
joint venture, the names and addresses of the members of such
partnership or venture.

The provisions of this Section 5.1.2 shall not be applicable to
assignments or transfers of the type described in subparagraphs
(i) through (viii) of Section 5.1.3 below, which shall not

require the consent of City.
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5.1.3 Other Transfers. In the event
that Developer is a partnership, joint venture or corporation,
any assignment of fifty percent (50%) or more of the partnership
or joint venture interests or outstanding capital stock of such
an entity shall constitute an assignment by Developer of this
Lease for the purposes of this Article and shall not be permitted
to occur without first obtaining the written consent of City,
which consent shall not unreasonably be withheld. The provisions
of this Section shall not be applicable to the following types of
assignments and transfers, which shall be permitted without the
orior consent of City.

(i) Assignments resulting
from the death or mental or physical incapacity of an individual.

, (ii) : A transfer or assign-
ment in trust for the benefit of a spouse, children, grand-
children or other family members. '

(1ii) Any other transfer by
operation of law.

(iv) A transfer to an

"aAffiliated Corporation” as hereinafter defined. An "Affiliated
Corporation" shall be (1) any corporation which owns fifty-one
percent (51%) or more of the outstanding capital stock of the
assigning corporation; or (2) any corporation, fifty-one percent
(51%) or more of the outstanding capital stock of which is owned
by the assigning corporation; or (3) any corporation, fifty-one
percent (51%) or more of the outstanding capital stock of which
is owned by a shareholder who also owns at least fifty-one
percent (51%) of the outstanding capital stock of the assigning

corporation.

(v) A transfer of stock
resulting from or in connection with a reorganization as con-
templated by the provisions of the Internal Revenue Code of 1954,
as amended or otherwise, in which the ownership interests of a
corporation are assigned directly or by operation of law to a
oerson or persons, firm or corporation which acquires the control
of the voting capital stock of such corporation or all or sub-
stantially all of the assets of such corporation.

(vi) A transfer of stock
in a publicly held corporation or of the beneficial interest in
any publicly held partnership or real estate investment trust.

(vii) A transfer or

assignment from one partner or joint venturer in Developer to
another or if Developer is a corporation, from one shareholder to
another; provided that the assignee assumes personal liability
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for .the obligations of the transferring or assigning partner,
joint venturer or shareholder under this Lease.

(viii) A transfer by a
partner or venturer to a partnership or joint venture in which
the assignor is a general partner or venturer.

5.1.4 Assignment Invalid. Any
transfer or assignment to which City's consent is required by
this Section 5.1 shall be void-and shall confer no right or
occupancy upon the assignee unless and until such consent of City
is obtained.

5.1.5 No Release. MNotwithstanding
any assignment by Developer permitted by Section 5.1 with City's
consent and notwithstanding any assignment by a partner or joint
venturer of Developer permitted by Section 5.1.3 with City's
consent or made without City's consent under Section 5.1.3 (vii)
above, the assigning party, including, without limitation,
Developer and CB&C and SDC shall remain fully liable for the
performance of all of the covenants to be performed by Developer
under this Lease to be performed prior to the effective date of
such assignment or the "Completion Date", as defined hereinbelow,
whichever last occurs, but shall be released from liability with
respect to the performance of such covenants to be performed
after the last to occur of such dates. City's approval or
consent to any such assignment or transfer shall not be a waiver
of any right to object to further or future assignments, but the
consent to each such successive assignment must be first obtained
in writing from City.

The term "Completion Date", as used herein, shall mean the date
that Developer completes its proposed construction of building
improvements upon the Premises and certificates of occupancy with
respect to such building improvements have been obtained.
Developer shall be deemed to have completed its proposed con-
struction of building improvements if ninety percent (90%) of the
building square footage required to be constructed upon the
Premises by this Lease have been completed upon the Premises and
no unimproved building pads remain to be completed upon the
Premises.

5.1.6 Additional Restrictions. City
may withhold its consent to any assignment of this Lease to an
assignee, when such consent is required by Section 5.1.1 above,
unless the Adjacent Parcel Lease, and all new leases into which
the Adjacent Parcel Lease may have been divided pursuant to
Paragraph 13 of the Miscellaneous Addendum attached to the Adja-
cent Parcel Lease, are assigned to the same assignee concurrently
therewith, City may further withhold its consent to any
assignment of this Lease to an assignee, when such consent is
required by Section 5.1.1 above, unless the assignor's interest
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in all new leases then in effect as a result of the segregation
procedure set forth in Section 2 of Exhibit E to the Master -
Ground Lease, is similarly assigned or transferred to the same
assignee. Provided, however, this Section 5.1.6 shall not be
applicable to the one-time lender assignment permitted in Section
4.9 hereof or to subsequent assignments involving the premises
which are the subject of such one-time lender assignment.

5.2 Subletting. Subject to Section 5.2.1
below, Developer shall be entitled, without the prior written
consent of City, to sublet the whole or any portion of the
Premises or the improvements constructed thereon by or under
Developer and, without limiting the foregoing, may establish a
leasehold condominium regime on the Premises, or portions
thereof, in accordance with the provisions of California law,
including California Civil Code Sections 783 and 1350-1360.
Developer shall, at all times, remain liable for the performance
of all of the covenants on its part to be so performed, notwith-
standing any subletting. None of the restrictions on assignments
in Section 5.1 above shall be construed as being applicable to
assignments or transfers by subtenants. Each sublease shall be
subject and subordinate not only to this Lease, but also to any
replacement lease made by City as provided in Section 4.6
above. If the term of this Lease shall end while any such
sublease is in effect, City may, at its option, for a period of
ninety (90) days thereafter, either terminate the said sublease
or succeed to all of the rights of Developer thereunder. Where
any sublease which is consistent with this Lease is approved by
City, City shall grant to the subtenant, under such an approved
sublease entered into in good faith and for reasonable consider-—
ation, a right of quiet enjoyment in recordable form (a "non-
disturbance agreement") during the term of the sublease, not-
withstanding the expiration, termination or cancellation of this
Lease; provided that (i) the term of the sublease, plus extension
or renewal options, does not extend beyond the term of this
Lease, (il) such subtenant agrees that in the event this Lease
expires, terminates or is cancelled during the term of the sub-
lease, the sublease 5hall be deemed a direct lease between Civry
and such subtenant and to attorn to City. 1In the event that City
objects to any proposed non-disturbance agreement or sublease,
City agrees to notify Developer in writing of such objection and
of its reasons for such objection within twenty (20) days of its
receipt of the proposed non-disturbance agreement and sublease.
Subject to the foregoing provisions of this Section 5.2, City
hereby approves generally of the form of non-disturbance
agreement attached hereto as Exhibit "D" and agrees not to
unreasonably withhold its approval to any modifications to such
agreement required by any subtenant to conform to the provisions
of its sublease or otherwise reasonably required by any
subtenant. Any approvals or grants of quiet enjoyment given or
made by City pursuant to this Section 5.2 shall be binding upon
City, its successors or assigns, including, without limitation,
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any person or entity succeeding to the interest of City by way of
judicial foreclosure or trustee's sale proceedings pursuant to
any mortgage or deed of trust, the lien or charge of which is
subject and subordinate to this Lease. The following provision
is added to this Lease as required by Exhibit "E", Section

. 2(d)(xiii) of the Master Ground Lease: If this Lease is for an
industrial/commercial planned unit development or condominium
development, the City's obligation to execute a non-disturbance
agreement with respect to any ground sublease with an owners
association of a parcel or parcels restricted to common area
usages shall not be affected because such ground sublease
provides for the payment of a rental amount agreed upon by City
and Developer which rent shall be allocated to this Lease (under
which such parcel or parcels are sublet to the owners
assoc1at10n)

Any sublease, with rPspect to whlch City agrees to
execute a non-disturbance agreement pursuant to this Section 5. 2,
may be a sublease pursuant to which the subtenant is responsible
for the construction of the building improvements upon the
subleased premises (a "Ground Sublease" herein). Any Ground
Sublease may contain a hypothecation provision similar to Article
4 of this Lease for the benefit of the holder of any mortgage or
deed of trust constituting a lien on the subleasehold estate
created by virtue of the Ground Sublease. Any non-disturbance
agreement executed and delivered by City for the benefit of the
sublessee under a Ground Sublease shall specifically recite that
it is for the benefit of any such holder of a deed of trust or
mortgage constituting a lien on the subleasehold estate created
by such Ground Sublease; that the term "sublease" as used in the
non-disturbance agreement shall be deemed to include any new
sublease executed and delivered to any such holder of a first
deed of trust or first mortgage following a termination of the
sublease pursuant to a provision in the sublease similar to
Section 4.6 of this Lease, and that the term "sublessee" under
the non-disturbance agreement shall be deemed to includz any
encumbrancer or other party succeeding to the sublessee under the
Ground Sublease by virtue of judicial or private power of sale
foreclosure proceedings or by delivery of an assignment in lieu
of foreclosure, or otherwise. Where City agrees to execute a
non-disturbance agreement for the benefit of the sublessee under
any Ground Sublease, such agreement shall be subject to the
obligations of the sublessee thereunder being no less than the
obligations of Developer hereunder with respect to the subleased
premises.,

5.2.1 Restrictions on Sublease.
Developer shall obtain City's prior written approval of the pro-
posed sublessee of any proposed Ground Sublease for any subleased
premises containing ten thousand (10,000) or more square feet of
land area. Such approval shall not be required for a sublease in
connection with a sale of a condominium unit or building space
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containing less than ten thousand (10,000) square feet, or to the
subleasing by any owner's association of common area portions in
a planned unit development. Developer shall also obtain City's
prior written approval of any assignee or sublessee of any Ground
Sublease approved by City pursuant to this Section, except in the
case of an assignment or sublease of the type Developer is
permitted to enter by this Lease without City's consent or
approval. Any request for City to approve a sublessee (including
such an assignee or sub-sublessee) shall be accompanied by infor-
mation identifying the proposed sublessee, financial information
and a resume of relevant business experience sufficient for City
to evaluate such person or entity proposed as the sublessee, and
a copy of the proposed Ground Sublease, instrument of assignment
or sublease. City shall either approve or disapprove the pro-
posed sublessee in writing within fifteen (15) days after receipt
of the request and the required information. If such proposed
sublessee is not approved, the reasons therefor shall be stated
in the written notice of disapproval. 1If City fails to act
within said fifteen (15) day period, City shall be deemed to have
approved said proposed sublessee. City's approval when regquired
by this Section shall not unreasonably be withheld.

5.2.2 Consent to Sublease. The
approval of City to any sublease shall not be unreasonably
withheld. Prior to review of any proposed sublease, the
following information and assurances shall be provided to City:

(a) The name and address
of the sublessee for the purpose of enabling notices to be given.

(b) Whether the sublessee
is an individual, a corporation or a partnership, and if such
sublessee be a corporation, the names of such corporation's
principal officers and its directors and State of incorporation,
and if such sublessee be a partnership, the names and addresses
of the members of such partnership.

{(c) Copies of any
. Y - -
proposed non-disturbance or attornment agreements.

. 5.3 Sale of Buildings. Developer shall
have the right to sell condominium units, buildings and other
improvements constructed pursuant to the terms of this Lease,
provided however, that such condominium units, buildings and
other improvements shall be and remain subject to the terms and
conditions of this Lease and shall be used and developed exclu-
sively in accordance herewith. No sale of such buildings shall
be valid unless this requirement is expressly included in the
deed.
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6. INDEMNITY, INSURANCE, CASUALTY DAMAGE:

6.1 Indemnification and Hold Harmless."
Developer expressly agrees to defend, protect, indemnify and hold
harmless the City, its officers, agents and employees free and
harmless from and against any and all claims, demands, damages,
expenses, losses or liability of any kind or nature whatsoever
which City, its officers, agents or employees may sustain or
incur or which may be imposed upon them or any of them for injury
to or death of persons or damage to property arising out of or
resulting from the alleged acts or omissions of Developer, its
officers, agents or employees or in any manner connected with
this Lease or with the occupancy, use or misuse of the Premises
by Developer, its officers, agents, employees, subtenants,
licensees, patrons or visitors and Developer agrees to defend at
its own cost, expense and risk all claims or legal actions that
may be instituted against Developer or City, and Developer agrees
to pay settlements entered into with Developer's approval and to
satisfy any judgment that may be rendered against either
Developer or City as a result of any injuries or damages which
are alleged to have resulted from or be connected with this Lease
or the occupancy or use of the Premises by Developer or its
officers, agents, employees, subtenants, licensees, patrons or
visitors, except to the extent resulting from the negligent or
willful acts of City or any such indemnitee. This indemnifi-
cation shall be applicable both from and after the commencement
date of the Lease term and prior to such date from and after the
execution and delivery of the Option.

6.2 Insurance.

6.2.1 Liability Insurance. At all
times during the term of this Lease, Developer shall obtain and
maintain or cause to be obtained and maintained bodily injury and
property damage insurance by a combined single limit policy in an
amount of at least ONE MILLION FIVE HUNDRED THOUSAND DOLLARS
($1,500,000.00) naming the City of Long Beach and its officers,
members, agents and employees as co-insureds with Developer and
others designated by Developer. Developer shall also maintain
worker's compensation insurance in the amount required by
statute. Developer shall furnish City with duplicate originals
or certificates of such insurance. Said liability and property
damage insurance policy shall either contain a broad form of
contractual liability, or it shall have attached thereto an
endorsement providing for such coverage.

Prior to entry upon the Premises,
Developer shall deliver the policies of insurance required by
this Section 6.2, or certified photostatic copies thereof, to the
City of Long Beach Airport Manager for approval as to sufficiency
and for approval as to form by the City Attorney. When said
policies of insurance have been so approved, Developer shall
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substitute a certificate of insurance issued by the insurance
company or companies issuing such policies certifying that said
insurance coverage is in full force and effect and upon the
filing of said certificate, the policies will be returned by City
to Developer, if Developer has deposited the original policies
with City. Said 11ab111ty and property damage lnsurance policy
shall contain a provision substantially as follows:

"The inclusion hereof of any person or entity
as an insured shall not affect any right such
person or entity would have as a claimant
hereunder if not so included."

Notwithstanding any other provision to the
contrary contained in this Lease, Developer shall not have the
right to enter upon the Premises for any purpose whatsoever until
such certificate has been filed with the Airport Manager and with
City.

6.2.2 Fire and Extended Coverage.
Developer shall, at no cost or expense to City, keep insured for
the benefit of Developer and City, and such other parties, having
an insurable interest, as Developer may designate, the improve-
ments constructed by or under Developer upon the Premises agalnst
loss or damage by fire and lightning and risks customarily
covered by extended coverage endorsement, in amounts not less
than one hundred percent (100%) of the actual replacement cost of
said improvements, exclusive of the cost of excavations,
foundations and footings. City shall be named as an insured
under any such policy. Such fire and extended coverages shall
also be required to be furnished by Developer during the
construction of improvements on the Premises as contemplated by
Article 7 below. Any loss payable under such insurance shall be
payable to Developer and such other parties having an insurable
interest in the property as Developer may designate and may be
endorsed with a standard mortgagee's loss payable endorsement in
favor of the holder of any first trust deed on Developer's
leasehold estate or on any Ground Sublease subleasehold estate.

6.2.3 General Reguirements.

‘ 6.2.4 Miscellaneous. The insurance
policies to be secured by Developer pursuant to this Section 6.2
shall be obtained from insurers having a rating in Best's
Insurance Guide of A-10, or better, (or a comparable rating in
any similar Guide, if Best's Guide is no longer published), and
shall require that the insurer give City notice of any modifi-
cation, termination or cancellation of any policy of insurance no
less than thirty (30) days prior to the effective date of such
modification, termination or cancellation., In addition,
Developer shall notify City of any modification, termination or
cancellation of any policy of insurance secured by Developer
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pursuant to this Section 6.2 as soon as Developer learns of any
such modification, termination or cancellation. The policy of
public liability and property damage insurance to be obtained
under Section 6.2.1 above shall stipulate that said policy
provides primary coverage and is not subordinate to nor con-
tributing with any other insurance coverage held or maintained by
City. The procuring of any such policy of insurance shall not be
construed to be a limitation upon Developer's liability or its
full performance on Developer's part of the indemnification and
hold harmless provisions of this Lease; and Developer understands
and agrees that, notwithstanding any such policy of insurance,
Developer's obligation to protect, indemnify and hold harmless
City under this Lease is for the full and total amount of any
damage, injuries, loss, expense, costs or liabilities caused by
or in any manner connected with or attributed to the acts or
omissions of Developer, its officers, agents, employees,
licensees, patrons or visitors, or the operations conducted by
Developer, or Developer's use or misuse of the Premises, except
to the extent resulting from the negligent or willful acts of
City or any such indemnitee.

6.2.5 Blanket Policies. Nothing
contained in this Article shall prevent Developer from reguiring
its subtenants, or any of them, or any other third party, to
provide the insurance reguired by this Article 6, nor prevent
Developer, or any of its subtenants, or any such third party from
taking out insurance of the kind provided for under this Article
under a blanket insurance policy or policies which cover other
personal and real property owned or operated by Developer or any
subtenant provided that the protection afforded City and
Developer under any policy of blanket insurance hereunder shall
be no less than that which would have been afforded under a
separate policy or policies relating only to the Premises.

6.2.6 Self-Insurance. If a subtenant
ie self-insured as a matter of such subtenant's usual and
customary business policy and such self-insurance is accepted by
institutional lenders, Developer may request City to waive the
insurance requirement and to consent and permit such subtenant to
self-insure. Such request shall be accompanied by information
deemed necessary by City to review the request. Consent to self-
insure shall not be unreasonably withheld..

6.3 Damage or Destruction.

6.3.1 Restoration of Premises. If
any building or improvement on the Preimises is totally or par-
tially destroyed or damaged as a result of any casualty, Devel-
oper shall either promptly repair, replace or rebuild such
building or othar improvement at least to the extent of its value
immediately prior to such occurrence, subject, however, to delays
resulting from force majeure, the cancellation of existing leases

~23=



due to such casualty, settling with insurers and/or negotiating
new financing if necessary, or remove all damaged or destroyed
improvements and place the portions of the Premises from which
improvements are removed in a clean and level condition following
which all insurance proceeds attributable to such destruction or
damage shall be the property of Developer. After the commence-
ment of such repair, replacement or rebuilding, Developer shall
continue such work with reasonable diligence until completion.
Developer may cause any such work to be performed by or under its
subtenants. In no event shall City be liable to Developer for
any damages resulting to Developer from the happening of any such
fire or other casualty or from the repair or reconstruction of
the Premises or from the termination of this Lease as provided in
Section 6.3.2 below.

6.3.2 Right to Terminate. Notwith-
standing the provisions of Section 6.3.1 above, if the buildings
and improvements on the Premises shall be damaged or destroyed as
a result of a hazard against which Developer is not required to
carry insurance to an extent in excess of twenty-five percent
(25%), or more, of their then insurable value, or if any such
uninsured damage or destruction shall occur at any time after the
fortieth (40th) anniversary of the commencement date of the term
of this Lease, then Developer shall have the right to elect to
cancel this Lease by giving written notice thereof to City within
three hundred sixty-five (365) days after the date of any such
damage or destruction. Upon such termination, it will be the
obligation of Developer to remove all damaged or destroyed
improvements and to place the portions of the Premises from which
improvements are removed in a clean and level condition. If the
cost Of restoration exceeds twenty-five percent (25%) of the then
replacement value of the Premises destroyed and occurs during the
first forty (40) lease years, and if Developer elects to ter-
minate this Lease pursuant to this paragraph, City, within
fifteen (15) days after receiving Developer's notice to ter-
minate, can elect to prevent such termination from becoming
effective by agreeing to pay to Daveloper the difference between
such twenty-five percent (25%) of the value and the actual cost
of restoration, in which case Developer shall restore the
Premises, and City shall deposit an amount equal to the estimated
cost of such difference with Developer's construction lendar,
upon request, prior to Developer's commencement of such work of
restoration. Upon any such termination, the rents and other
charges payable hereunder shall be prorated and paid or reim-
bursed to and from the date of termination. Developer shall
forthwith surrender the Premises to City and City shall refund to
Developer the security deposit -provided for in Section 17.1.

6.3.3 No Reduction in Rent. 1In case
of destruction of all or any of the improvements on the Premises,
except as provided in Section 6.3.2, there shall be no abatement
or reduction of rent.
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7. DEVELOPMENT OF THE PROJECT:
7.1 Scope of Development. The Project‘will

be a business park limited to commercial uses and a Fixed Base
Operations facility. It is contemplated by the parties that the
Project will be constructed to include approximately the
following: 38,333 square feet of restaurant and financial space,
197,498 square feet of garden office space, a hotel of 200 rooms,
airport-oriented office space of 89,951 square feet, multi-use
space of 211,039 sguare feet, and an improved area sufficient for
150 single-engine aircraft tie-down spaces (whether or not

designed and used for single-engine aircraft) based on utiliza-
tion of ten (10) acres of the Property demised by the Adjacent
Parcel Lease for tie-down and/or hangar space. The precise
amounts and proportions of the various elements of the develop-
ment of the Premises shall be based upon and consistent with the
PD-2 Zoning Ordinance to be adopted for the Project, and any
amendment or replacement thereof.

7.2 Phase Develooment. 1In order to
facilitate the phase development of the Project by Developer, the
terms and provisions of the incremental development rider
attached hereto as Exhibit "E" are hereby incorporated herein by
reference.

7.3 Performance and Payment Bonds.

7.3.1 Agreement to Provide. On or
before the date of commencement of construction of any building,
structure, or other improvements on the Premises having an
estimated cost of ONE HUNDRED THOUSAND DOLLARS ($100,000) or
greater, Developer shall file or cause to be filed with City a
performance bond and labor and material payment bond executed by
Developer or Developer's subtenant or any contractor performing
such work, as principal, and by a surety authorized to do
business in the State of California, as surety, conditioned upon
the contractor's performance of its construction contract with
Developer and payment of all claimants for labor and materials
used or reasonably required for use in the performance of such
contract, in a form and with a surety reasonably acceptable to
City. 'Said bond shall name or be endorsed to name City as a
joint obligee with Developer, such subtenant and/or their
lender. City agrees to either approve or disapprove of any such
proposed bond submitted to City for approval within ten (10) days
of City's receipt thereof. Any notice of disapproval shall
specify the reasons for disapproval and the modifications
required to secure City's approval. City's failure to expressly
so disapprove of any such bond within said ten (10) day period
shall constitute City's approval of the form of such bond and of
the surety issuing such bond. The requirements of this Section
shall not be applicable to any such work performed by or under a
subtenant having a net worth greater than four (4) times the
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estimated cost of such work, provided, however, that nothing
contained herein shall be deemed to relzsase Developer from the
responsibility to keep the Premises free and clear of all liens.

7.3.2 Term of the Bond. The term of
both bonds shall commence on or before the date of filing with
City. The Performance Bond shall remain in effect until the date
of completion of the work to the reasonable satisfaction of
City's City Manager or his designate. The Payment Bond shall
remain in effect until the expiration of the period of filing a
claim of lien as provided in Title 15 of Part 4 of the California
Civil Code, and as hereafter amended, or if a claim of lien is
filed, the expiration of the period for filing an action to
foreclose such lien, or until the Premises are freed from the
effect of such claim of lien and any action brought to foreclose
such lien pursuant to the provisions of said Title 15 of Part 4
of the lien is otherwise discharged.

7.3.3 Penal Sum. The Performance
Bond shall be in the amount and provide a penalty of one hundred
percent (100%) of the valuation of the improvements to be con-
structed. The Payment Bond shall be in the amount and provide a
penalty of one hundred percent (100%) of the valuation of the
improvements to be constructed.

7.4 Construction.

7.4.1 Costs of Construction. The
entire cost and expense of constructing any and all improvements
on the Premises, including, without limitation, any and all on
and off-site improvements required by applicable governmental
authorities under applicable zoning ordinances or as a condition
to parcel or final map approvals, shall be borne and paid by
Developer, or its subtenants, and Developer shall hold and save
City and the Premises harmless from any liability whatsoever on
account thereof.

v 7.4.2 Right to Improve. Developer
shall have the right to construct buildings and other improve-
ments upon the Premises and shall have the right to change the
grade of the Premises and/or to demolish and remove any and all
structures, foliage and trees situated upon the Premises as of
the date of this Lease as may reasonably be required for the
purpose of improving the same incidental to Developer's use of
the Premises; provided, that such work shall be performed in
accordance with the applicable requirements of this Article 7,
and such laws of any governmental entity as may be applicable
thereto. Any and all such improvements, subject to Section 17.9
below, shall be owned by Developer or its successors or assigns
during the term of this Lease and, unless removed by Developer
upon the expiration of the term of this Lease as permitted by
Section 17.12 below, shall become a part of the realty and the
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absolute property of Landlord upon the expiration or earlier
termination of the term of this Lease. -

7.4.3 Construction Schedule.
Attached hereto as Exhibit "F" is a Construction Schedule setting
forth the dates by which Developer shall have commenced and
completed the construction of certain minimum building and other
improvements. Developer covenants and agrees to satisfy the
construction requirements set forth in the said Schedule within
the times therein specified. Notwitstanding the foregoing, the
dates by which Developer is required to commence and complete any
construction pursuant to the attached Exhibit "F" shall be
extended by a period of time equal to the number of days during
which the commencement or completion of such construction is
delayed unavoidably by strikes, lockouts, Acts of God,
governmental restrictions, moratoriums, or other governmental
acts or inactions, acts of construction contractors or subcon-
tractors, failure or inability to secure materials or labor by
reason of priority or similar regulations or order of any govern-—
mental or regulatory body, enemy action, civil disturbance, fire,
unavoidable casualties or any other cause beyond the reasonable
control of Developer, excluding, however, the inability or
failure of Developer to obtain any financing which may be
necessary to commence and complete such construction.

7.4.4 City and Other Governmental
Agency Permits. Before commencement of construction or develop-
ment of any buildings, structures, or other work or improvements
upon the Premises, Developer shall, at its own expense, secure or
cause to be secured any and all permits which may be required by
the City of Long Beach or any other governmental agency having
authority over such construction, development or work.

7.4.5 Rights of Access. For the
purposes of assuring compliance with this Lease, representatives
of City, in addition to those conducting inspections required by
City, shall have the right of access to the Premises without
charges or fees, at pormal construction hours, during the period
of construction for the purposes of this Lease, including, but
not limited to, the inspection of the work being performed in
constructing the improvements required by this Lease. Such
representatives of City shall be those who are so identified in
writing by the City Manager of City, except that those employees
conducting inspections required by law need not be so identified.

. 7.4.6 Local, State and Federal
Laws. Developer shall carry out or cause to be carried out the
construction of any buildings, structures or other work of
improvement upon the Premises in conformity with all applicable
laws, including, without limitation, zoning ordinances.
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7.4.7 Anti-Discrimination During
Construction. Developer for itself and its successors and
assigns agrees that, in the construction of any improvements
provided for in this Lease, Developer will not discriminate
against any employee or applicant for employment because of age,
sex, marital status, race, handicaps, color, religion, creed,
ancestry or national origin.

7.4.8 Responsibilities of City and
Developer. - = :

7.4.9 Responsibilities of City. City
will assist and cooperate with Developer in connection with
requests by Developer for lot line adjustments, tentative or
final, parcel or tract map approval, condominium plan approval,
variances and any other governmental approvals necessary for the
development of the Premises, pursuant to this Lease and in con-
nection with the formation of and/or annexation of portions of
the Premises to such improvement and/or special assessment
districts as Developer may desire to have formed to construct or
acquire improvements benefiting the Premises, including, without
limitation, the execution of documents required to dedicate or
offer for dedication or restrict or otherwise encumber or
subdivide by parcel or final maps or condominium plans portions
of the Premises as may be required by applicable governmental
authorities. City agrees to join with Developer in execution of
a Declaration of Project Restrictions for any condominium regime
established by Developer, as required by Section 1355 of the
California Civil Code, or a similar instrument reasonably
required to establish a so-called commercial and/or industrial
planned unit development, which Declaration or instrument may
include provisions, consistent with other first class commercial
industrial condominium projects or planned unit development
projects in the Southern California area, where such instrument
is approved by City, which approval shall not unreasonably be
withheld. City further agrees to join in granting or dedicating
such public or private utility company easements as may be
requlrad for the development of the Premises, for which no consi-
deration is given. Clty shall not be responsible for any on site
or off-site improvements in connection with the Premises. City
shall have responsibility for maintaining public rights-of-way,
sewers and storm drains after dedication of same to City by
Developer. City agrees to accept the same for maintenance
purposes. City further agrees to assist with Developer's
financing of the development of the Premises by cooperating
reasonably with Developer and using reasonable efforts to sell or
to cause any appropriate agency of the City to sell industrial
development bonds as a source for such financing, if such action
is legally permissible; by granting to or for the benefit of the
holders of any special assessment or district bonds constituting
a first lien on Developer's leasehold estate or their trustee the
rights of a "lender on the security of the leasehold estate"
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having a first mortgage or deed of trust of Developer's leasehold
estate, as provided in this Lease, by written agreement in
recordable form in a form reasonably satisfactory to legal
counsel for the underwriters and/or purchasers of said bond.

Such rights may include rights under Section 4.6, provided that
the sixty (60) day period specified in Section 4.6 shall be
increased to seventy-five (75) days for such holders and/or their
trustees, it being understood, however, that the lender on the
security of the leasehold estate whose security is next in
priority shall have the exclusive right to exercise the rights of
a lender on the security of the leasehold estate having a first
mor tgage or deed of trust lien on Developer's leasehold estate
under Section 4.6 during the sixty (60) day period provided for
in Section 4.6, provided that as an additional condition to
receiving a new lease, such lender and/or its nominee shall
subject and encumber its leasehold estate to a first lien
securing the repayment of said bonds on the same terms and
conditions as the first lien securing such repayment on
Developer's leasehold estate created by this Lease,

7.4.10 Maintenance. 1In addition to
the responsibilities mentioned herein, Developer shall have sole
and exclusive responsibility for maintaining the Premises and all
building structures and improvements which may be constructed
upon the Premises in good condition and repair, at no cost or
expense to City, reasonable wear and tear excepted.

7.4.11 Acceptance of Premises.
Developer accepts the Premises in an "as—-is" condition and
acknowledges that Developer has not received and City has not
made any warranty express or implied as to the condition of the
Premises. Developer agrees to bear all expenses incurred in the
development, operation and maintenance of the Premises.

8. Us

o]

=

Government Use Control.

L

8.1.1 Zoning. Use of the Premises
shall conform to and be limited by applicable zoning regulations,
any conditions lawfully imposed by duly empowered governmental
authorities having jurisdiction over the Premises and the terms,
covenants, conditions and restrictions imposed by this Lease.
The Premises may not be used for Fixed Base Operations nor shall
the Premises have access to the Long Beach Municipal Airport,
other than access in common with the public, at public access
points.

8.1.2 Federal Aviation _
Administration. The improvement of the Premises shall be subject
to the conditions contained in the language mandated by the FAA
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and set out in Exhibit "H", which is attached hereto and made a
part hereof.

The provisions set out in Exhibit "H" are applicable to the
Premises and binding upon the parties only to the extent that
such provisions are mandated by applicable laws, rules or
regulations of the United States Government or any contract or
agreement entered into by and between City and the United States
Government and/or agencies thereof.

8.1.3 Rental Adjustment. In the
event of any closure or significant modification of the Long
Beach Municipal Airport which results in a significant adverse
effect upon the fair market value of those portions of the
business park used for hotel purposes, the rent payable by
Developer for such portion of the business park shall be
equitably adjusted. Such adjustment rental shall be so
calculated as to consider any reduction in value of the improve-
ments on the subject portions of the business park as an element
thereof. 1In computing such rental adjustment, any alternative
uses for such portions of the business park then permitted by
this Lease or by City and under applicable laws, rules and
regulations, including zoning ordinances, taking into account the
remaining term of this Lease, and the costs and time required to
commence such alternative use shall be given consideration,
provided that such rent as so adjusted shall not be greater than
but may be less than the amount paid by Developer prior to the
action resulting in such adjustment. If the City of Long Beach
commences proceedings to rezone such portions of the business
park within two (2) months of the receipt of notice from
Developer of Developer's intent to claim a rental adjustment
under this Section, the computation of the rent adjustment shall
be postponed for a period of up to six (6) months from the giving
of such notice in order to reflect any such new zoning in the
computation of such rental adjustment, but any such rental
adjustment shall be applied retroactively to the date City
receives such notice from Developer, in any event. In the event
Developer, in its sole discretion, determines to redevelop the
hotel use property in accordance with such alternative uses
permitted by applicable zoning and this Lease, the rental paid
for such portion of the leasehold devoted to such alternative use
shall be adjusted, effective upon issuance to Developer of a
Certificate of Occupancy for such alternative use facilities to
reflect such alternative use. The rent payable shall be the
difference between the fair rental value of the portion of the
leased land valued for such alternative use without considering
the rental adjustment factors described above and the leased land
valued for the use being made of such portion by Developer
immediately preceding such closure or modification as described
in this Section 8.1.3, added to the rental being paid by
Developer for such portion of the leased land immediately prior
to such closure or modification, less the portion of the rental
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adjustment computed in this Section attributed to the reduction
in value of the improvements. City will cooperate upon request
by Developer in agreeing upon the adjusted rent for such alter-
native use proposed by Developer at any time after any such
closure or modification thereto as described in this Section. 1In
the event of a dispute between the parties as to any matter set
out in this Section 8.1.3, such dispute shall be determined by
submitting the matter to arbitration in accordance with the
Commercial Arbitration Rules of the American Arbitration Asso-
ciation. If any such closure or significant modification of the
Long Beach Municipal Airport, as described herein, occurs during
the last ten (10) years of the term of this Lease, and if, as a
result thereof, any hotel constructed upon the business park is
no longer suitable for any uses producing other than minimal and
insubstantial income taking into account any alterations or
additions Developer will agree to make, either City or Developer
may elect to terminate this Lease, insofar as this Lease affects
such hotel, together with and subject to any rights, powers and
easements established by any "Declaration", as defined in the
attached Exhibit "E", provided that the party electing to ter-
minate this Lease complies with all conditions set forth in said
Exhibit "E" to the division of this Lease into two (2) separate
new leases, one of which new leases will demise the portion of
the business park with respect to which this Lease is being
terminated, and provided further that if City so elects to
terminate this Lease, City pays to Developar a sum equal to the
present discounted value of the difference between the then fair
rental value of the portion of the business park with respect to
which this Lease is being terminated and the rental payable here-
under attributable to such portion of the business park after the
rental adjustment required by this Section. Any sums payable to
Developer pursuant to this Section shall be subject to the rights
of any lender on the security of the leasehold estate and Devel-
oper's right to terminate this Lease under this Section shall be
subject to Developer's obtaining the approval of any lender on
the security of the leasehold estate.

. . 8.1.4 No Waiver of Remedies. Nothing
herein shall be deemed to alter any right of Developer to claim
damages in inverse condemnation resulting from actions described
in Section 8.1.3 above and litigate such claim, nor shall it be
deemed any limitation in City's right to defend any such liti-
gation instituted by Developer.

8.1.5 Notice of Default. 1In the
event that any governmental agency notifies City of a default by
Developer or by anyone occupying or using the Premises by or
under Developer of any of the provisions set forth in Exhibit
"H", City shall promptly notify Developer of such allegation of
default and, if requested to do so by Developer, shall cooperate
in any administrative proceeding available to contest such
default.
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8.2 Inspection. Nothlng herein shall be
deemed to prohibit the City of Long Beach in its governmental
capacity from entering the Premises to enforce applicable codes
and ordinances.

9. LIENS.

9.1 Developer's Responsibility. Developer
shall not permit any liens to be enforced against City's inter-
ests in and to the land comprising the Premises, nor against
Developer's leasehold interest therein by reason of work, labor,
- services or materials supplied or claimed to have been supplied
to Developer or anyone holding the Premises, or any part thereof,
through or under Developer, and Developer agrees to indemnify
City against such liens.

9.2 Notice of Work. Before any buildings,
structures or other improvements or additions thereof, having a
cost in excess of ONE HUNDRED THOUSAND DOLLARS ($100,000) are
constructed or reconstructed upon the Premises, Developer shall
serve written notice upon City in the manner specified in this
Lease of Developer's intention to perform such work for the
purpose of enabling City to post notices of non-responsibility
under the provisions of Section 3094 of the Civil Code of the
State of California, or any other similar notices which may be
required by law.

9.3 Discharge of Liens. If any mechanics'
liens or other liens are filed of record against the Developer's
or City's interests in and to the Premises by reason of work,
labor, services or materials supplied or claimed to have been
supplied to- Developer or anyone holding the Premises, or any part
thereof, through or under Developer, Developer shall cause the
same to be discharged of record within sixty (60) days after
notice to Developer of the filing thereof, or otherwise free the
Premises from the effect of such claim of lien and any action
brought to foreclose such lien within such sixty (60) day period,
or Developer, within' such sixty (60) day period, shall promptly
furnish to City a bond in an amount and issued by a surety
company satisfactory to City securing Developer against payment
of such lien and against any and all loss or damage whatsoever in
any way arising from the failure of Developer to discharge such
lien.

9.4 City's Right to Pay. In the event
Déveloper fails to perform its obligations under Section 9.3
above with respect to any lien within the sixty (60) day period
specified in Section 9.3 above, City may, but shall not be
obligated to, pay the amount thereof inclusive of any interest
thereon, and any costs assessed against Developer in said liti-
gation, or may discharge such lien by contesting its validity or
by any other lawful means.
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9.5 Reimbursement of City. Any amount paid
by City for any of the expenses described in Section 9.4 above,
and all reasonable legal and other expenses of City, including
reasonable counsel fees, and costs of suit, in defending any such
action or in connection with procuring the discharge of such
lien, with all necessary disbursements in connection therewith,
together with interest thereon at the rate provided by law from
the date of payment, shall be repaid by Developer to City on
demand. '

10. CONDEMNATION:

10.1 Definition of Terms. The following
definitions shall govern interpretation of this Section.

10.1.1 Total Taking. The term "total
taking" as used in this Section 10 means the taking of the entire
Premises under the power of eminent domain or the taking of so
much thereof as will in Developer's judgment prevent or substan-
tially impair the use of the Premises for the uses and purposes
then being made or proposed to be made by Developer of the
Premises.

10.1.2 Partial Taking. The term
"partial taking" means the taking of a portion only of the
Premises which does not constitute a total taking as defined
above.

10.1.3 Taking. The term "taking"”
shall include a voluntary conveyance by City to an agency,
authority or public utility under threat of a taking under the
power of eminent domain in lieu of formal proceedings.

10.1.4 Date of Taking. The term "date
of taking" shall be the date title to the Premises or portion
thereof passes and vests in the condemnor or the date of entry of
an order for immediate possession by a court of competent juris-
diction in connection with any judicial proceedings in eminent
domain or the date physical possession of the Premises is taken
or interfered with, whichever first occurs.

10.1.5 Leased Land. The term "leased
land” means the real property demised hereby, but exclusive of
any and all improvements situated upon the Premises at the com-
mencement of the lease term and also exclusive of all improve-
ments constructed or placed thereon by or under Developer and
exclusive of any grading and other site work performed by or
under Developer. This definition shall also apply to Section
8.1.3.

10.2 Effect of Taking. If during the term
hereof there shall be a total or partial taking under the power

-33-



of eminent domain, then the leasehold estate of Developer in and
to the Premises, in the event of a total taking, or the portion
thereof taken, in the event of a partial taking, shall cease and
terminate, as of the date of taking thereof. If this Lease is so
terminated in whole or in part, all rentals and other charges
payable by Developer to City hereunder and attributable to the
Premises, or portion thereof taken, shall be paid by Developer up
to and prorated through the date of taking by the condemnor. Aany
portion of the security deposit provided for in Section 17.1
fairly attributable to the terminated portion of the leasehold
estate shall be repaid by Developer and the parties shall
thereupon be released from all further liability in relation
thereto.

10.3 Allocation of Award. All compensation
and damages awarded in connection with a total or partial taking
of the Premises, including all improvements thereon, shall be
allocated as follows: ‘

10.3.1 City's Share. City shall be
entitled to that portion of the award attributable to the fair
market value of the leased land, or the portion taken, valued at
the date of the taking and for the use then being made of the
leased land by Developer. 1In determining such fair market value
the provisions of this Lease, including, without limitation, the
rent payable hereunder over the remaining term of this Lease,
shall be taken into account.

10.3.2 Developer's Share. Developer
shall be entitled to the amount remaining of the total award
after deducting therefrom the sums to be paid to City pursuant to
the preceding Paragraph 10.3.1. :

10.4 Reduction of Rent on Partial Taking.
In the event of a partial taking, the rent payable by Developer
shall be adjusted from the date of taking to the date of expira-
tion of the term of this Lease. Such rental adjustment will be
made by reducing the*rental payable by Developer based o.. the
ratio batween the fair market value of the leased land at the
date of taking and the fair market value of the leased land
remaining immediately thereafter, valued for the use being made
of the leased land by Developer prior to such taking.

10.5 Temporary Taking, If all or any
portion of the Premises shall be taken by any competent authority
for temporary use or occupancy, this Lease, at the option of
Developer, shall continue in £full force and effect without )
reduction or abatement of rent, notwithstanding any other provi-
sion of this Lease, statute or rule of law to the contrary, and
Developer shall, in such event, be entitled to the entire award
for such taking to the extent that the same shall be applicable
to the period of such temporary use or occupancy included in the
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term of this Lease and C1ty shall be entitled to the renalnder
thereof.

11. ALTERATIONS BY DEVELOPER:

Developer shall have the right at any time and
from time to time durlng the lease term to make, at its sole cost
and expense, such changes and alterations, structural or other-
wise, in or to the improvements constructed upon the Premises as
Developer shall deem necessary or desirable, including, without
llmltatlon, the right to remove and/or demolish bulldlngs and
other improvements whether or not other buildings or improvements
are constructed in their place. The rights granted by this
paragraph shall be limited to and their exercise shall comply
with the terms of Paragraph 7 hereof

12, TAXBS AND ASSESSMENTS:

12,1 Payment by Developer. Developer shall
pay prior to delinguency all real estate taxes and assessments on
the Premises and/or Developer's possessory interests therein
levied during the term of this Lease. Developer shall not place
or allow to be placed on the Premises, or any part thereof, any
mortgage, trust deed, encumbrance or lien unauthorized by this
Lease. Developer shall remove or have removed any levy or
attachment made on any of the Premises, or any part thereof, or
assure the satisfaction thereof within a reasonable time, but in
any event prior to a sale thereof. Nothing herein contained
shall be deemed to prohibit Developer from contesting the
validity or amounts of any tax, assessment, encumbrance or lien,
nor to limit the remedies available to Developer in respect

thereto.

12,2 Installment Payments. If any real
estate, special tax or assessments are at any time during the
term of this Lease, levied or assessaed against the Premises or
Developer's leasehold estate hereunder, which, upon exercise of
any option permitted*by the assessing authori:ty, may be paid in
installments or converted to an installment payment basis (irre-
spective of whether interest shall accrue on unpaid install-
ments), Developer may elect to pay such taxes or assessments in
installments with accrued interest thereon. In the event of such
election, Developer shall be liable only for those installments
on such tax or assessment which become payable during the term of
this Lease, and Developer shall not be reguired to pay any such
installment which becomes due and payable after the expiration of
the term of this Lease. City shall execute whatever documents
may be necessary to convert any such taxes or assessments to such
an installment payment basis if reguested so to do by Developer
and if such action is authorized by law then in effect.
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12.3 Proration. Any real estate taxes and
assessments which are payable by Developer hereunder shall be
prorated between City and Developer at the expiration or earlier
termination of the term of this Lease if such real estate taxes
and assessments relate to a fiscal period of the levying author-
ity which extends beyond the expiration or earlier termination of
the term hereof. )

) 12.4 Right to Contest. Developer and any
subtenant, with Developer's consent, shall have the right to
contest the amount or validity of any real estate taxes and
assessments, in whcle or in part, by appropriate administrative
and legal proceedings, without any cost or expense to City, and
Developer may postpone payment of any such contested real estate
taxes and assessments pending the prosecution of such proceedings
and any appeals so long as such proceedings shall operate to
prevent the collection of such real estate taxes and the sale of
the Premises to satisfy any lien arising out of the non-payment
of the same, provided, however, that if at any time payment of
the whole or any part thereof shall become necessary in order to
prevent the termination of the right of redemption of any prop-
erty affected thereby, or if there is to be an eviction of
Developer because of non-payment thereof, Developer shall pay the
same in order to prevent such termination of the right of redemp-
tion or such eviction. City shall execute and deliver to
Developer whatever documents may be within its legal authority
necessary or proper to permit Developer or any subtenant, with
Developer's consent, to so contest any real estate taxes or which
may be necessary to secure payment of any refund which may result
from any such proceedings. Any such contest shall be at no cost
or expense to City. BEach refund of any tax or assessment so
contested shall be paid to Developer.

13. CERTIFICATES BY DEVELOPER AND CITY:

13.1 Develover to Provide. Developer agrees
upon not less than twenty (20) days' notice to City to execute,
acknowledge and deliver to Ci*y a statement in writing certifying
(i) that this Lease is unmodified and in full force and effect
(or if there have been modifications that the same is in full
force and effect as modified and stating the modifications); (ii)
whether or not to the best knowledge of Developer there are then
existing any offsets or defenses against the enforcement of any
of the terms, covenants, or conditions hereof upon the part of
Developer to be performed and, if so, specifying same; and (iii)
the dates to which the rent and other charges have been paid, it
being intended that any such statement delivered pursuant to this
Section may be relied upon by any prospective purchaser of the
fee of the real property comprising the Premises.

13.2 City to Provide. City agrees upon not
less than twenty (20) days' prior notice by Developer, to
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execute, acknowledge and deliver to Developer a statement in
writing certifying (i) that this Lease is unmodified and in full
force and effect (or if there have been modifications, that the
same is in full force and effect as modified and stating the
modifications); (ii) the dates to which the rent and other
charges have been paid; (iii) stating whether or not, to the best
knowledge of City, Developer is in default in performance of any
covenant, agreement or condition contained in this Lease and, if
so, specifying each such default of which City may have knowl-
edge; (iv) whether or not there are, to City's best knowledge,
any offsets or defenses claimed by and/or available to Developer
to the payment of rental; and (v) that all improvements then
existing on the Premises have been completed to the satisfaction
of the City, it being intended that any such statement delivered
pursuant to this Section may be relied upon by any prospective
assignee or subtenant of the whole or any portion of the
Premises, or by any lender extending credit on the security of
Developer's leasehold estate.

14, QUIET ENJOYMENT - TITLE INSURANCE - ACCESS:

14.1 Quiet Enjoyment. City covenants that
Developer, upon the performance of the covenants and agreements
herein contained on Developer's part to be performed, shall and
may at all times, for itself and its subtenants peaceably and
quietly have, hold and enjoy the Premises during the term of this
Lease.

14.2 Title Policy. Upon the commencement of
the lease term, City shall cause Transamerica Title Insurance
Company, or another reputable title company selected by Devel-
oper, to issue a standard form CLTA leasehold policy of title
insurance, with a liability of SIX MILLION SIX HUNDRED NIWETY-
THREE THOUSAND TWO HUNDRED DOLLARS ($6,693,200.00), insuring
marketable title to the leasehold estate to the business park
portion of the Project vested in Developer free and clear of
monetary liens and/or encumbrances and subject only to the
easements and other matters shown as exceptions on Transamerica
Title Insurance Company's Preliminary Title Report No. 14-51
510239 dated as of August 12, 1980. This Section shall not be
construed to constitute Developer's approval of said exceptions.

15. TERMINATION AND FURTHER LEASING:

15.1 Termination. Subject to Section 4.7,
this Lease may be terminated at any time by mutual agreement of
the parties. :

15.2 Termination by City. City may ter-
minate this Lease pursuant to Section 17.6 below, but subject to
Section 4 above, under the following circumstances:

-37-



(a) Developer assigns this Lease in
violation of Section 5.1.

(b) Failure of Developer to con-
struct Improvements permitted by the PD-2 Zone Ordinance, and
required by the Schedule attached as Exhibit "F".

(c) Failure of Developer to provide
the good faith deposit required by this Lease.

(4) Bankruptcy of Developer.

Provided, however, that in all cases, City shall give Developer
the sixty (60) days' notice required by Section 17.6.1 and
Developer shall have an opportunity to cure the defect during the
time provided by Section 17.6.1 before such circumstance con-
stitutes a default for the purposes of this Lease. - The bank-
ruptcy of Developer shall be deemed to have occurred only when
the adjudication of Developer as a bankrupt becomes final or upon
Developer's filing of a voluntary petition in bankruptcy.

16. EXPIRATION OF LEASE AND SUBSEQUENT LEASES:

16.1 Continuation of Use. Prior to the
expiration of this Lease, City shall determine whether the then
existing uses of the Premises shall be retained.

16.2 Valuation. 1If the City determines that
the uses existing on the Premises at the time of completion of
the Lease should be continued, and that it wishes to continue to
lease the property, it shall determine the fair lease value of
the land and improvements thereon.

16.3 Developer's Rights.

16.3.1 MNew Lease. Upon determination
of the fair lease value of the property, City shall offer Devel-
coer the right, prioxr to making any offer to any other party, to.
enter into a new lease at the value established by the City. If
Developer does not agree to enter into a new lease with City,
within ‘thirty (30) days from the date of notification by City of
its right to do so, all rights of Developer to enter into a new
lease pursuant to this Section shall terminate and the property
shall revert to City after expiration of the Lease. The terms of
this clause shall not take effect unless City determines to
continue to lease the Premises and terminate with the end of this
Lease.

16.3.2 Salvage of Improvements. If
Developer does not agree to enter into a new lease with City
pursuant to the terms of this Section, Developer may salvage any
or all of the improvements pursuant to Section 17.12 below. All
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remaining improvements shall become the property of City which
may use or demolish same at its sole discretion, provided, how-
ever, that any structure left by Developer shall be left in good
condition and repair, reasonable wear and tear excepted, and
provided further that in the event Developer removes any portion
or appurtenances to any building or other structure, Developer
shall not leave such building or structure in a damaged, unsafe
or economically unuseable condition by reason of such removal.

17. GENERAL PROVISIONS:

17.1 Good Faith Devosit.

17.1.1 Receipt by City. Developer
has, prior to the execution and delivery of this Lease and the
other mini master ground leases into which the Master Ground
Lease has been segregated to date, delivered to City a good faith
deposit in the form of a bond in the amount of SIX HUNDRED SIXTY-
NINE THOUSAND THREE HUNDRED TWENTY DOLLARS ($669,320.00) as
security for the performance of the obligations of Developer to
be performed following the commencement of the term and prior to
the return of the deposit to Developer, or its retention by City
in accordance with the provisions of this Lease and all other
mini master ground leases into which the Master Ground Lease has
been segregated to date.

{(a) The good faith
deposit, at the option of Developer, may be in the form of (i)
cash; or (ii) cashier's or certified check; or (iii) negotiable
certificates of deposit, or a non-negotiable certificate of
deposit if City is the named depositor thereon, issued by a
federal or state bank or savings and loan association; or (iv) an
irrevocable letter of credit in favor of City issued by an estab-
lished lending institution approved by City; or (v) a bond in a
form and with a surety reasonably satisfactory to City providing
for payment to City amounts that may from time to time become
payable to City under this Lease from this good faith deposit.
Developer may change*the form of the deposit from time to time,
at its option, to any other of the permitted forms of deposit.
The deposit, in case or certified or cashier's check, shall be
deposited in an interest-bearing account of City in a bank,
savings and loan association or trust company selected by Devel-
oper and approved by City, which approval shall not unreasonably
be withheld. Developer shall have the right to specify the type
of account in which such funds are from time to time to be
deposited.

(b) City shall be under
no obligation to pay or earn interest on the deposit, but if
interest shall accrue or be payable thereon such interest, when
received by City, shall be promptly paid to Developer. City
agrees, but not more often than gquarterly, upon receipt of
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request from Developer, to cause any such interest so accrued on
such deposit to be paid to City by the bank, savings and loan
association or trust company with which said sums have been
deposited.

_ (¢) If a bond is posted
to satisfy the requirements in (a) above with a fixed term and if
such bond expires prior to the date Developer is entitled to have
the security deposit returned, Developer shall provide City with
either (i) evidence of the renewal of such bond for an additional
period, or (ii) a new security deposit satisfying the require-
ments of this Section 17.1.1 in one of the forms authorized by
(a) above, including, without limitation, a new bond, not less
than twenty (20) days prior to the expiration of the bond posted
to satisfy the requirement in (a) above, or City may require that
Developer provide such security deposit by a cash payment to City
upon demand. . : : :

17.1.2 Return of Deposit. Promptly
upon Developer's completion of the construction of any building
improvements upon the Premises and the issuance of a Certificate
of Occupancy for such improvements, City shall release and return
to Developer a portion of the deposit described in Section 17.1.1
based upon the ratio between the number of square feet of build-
ing floor area (as measured from the exterior of exterior build-
ing walls) within such completed building improvements to 488,500
square feet of building area, and the balance of such deposit, if
any, with accrued interest shall be returned to Developer upon
the occurrence of the Completion Date, which term, for the pur-
poses of this Section 17.1.2, shall mean the date that Developer
completes its proposed construction of building improvements on
the business park portion of the Project and certificates of
occupancy with respect to such building improvements have been
obtained. Developer shall be deemed to have completed its
proposed construction of building improvements if ninety percent
(90%) of the building square footage required to be constructed
upon the business park portion of the Project has been completed
on the business park portion of the Project and no unimproved
building pads remain to be completed upon the business park
portion of the Project.

17.1.3 Retention of Deposit by City.
In the event that this Lease is terminated by Developer, in whole
or in part, under Section 17.7.1 below, or in the event that
Developer elects not to permit City to terminate this Lease by
reason of Developer's failure to commence and complete the con-
struction of building improvements upon the business park portion
of the Project as required by this Lease, said deposit, less
interest accrued thereon through the date of such termination and
also less any portion of such deposit to be returned to Developer
under Section 17.1.2 above, shall be retained by City as provided
in Section 17.7 below.
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17.2 Notices, Demands and Communications
Between the Parties. Written notices, demands, and communi-.
cations between the City and Developer shall be sufficiently
given if personally served or if dispatched by registered or
certified mail, postage prepaid, return receipt requested, to the
principal offices of City or Developer, as set forth in Section
1.5 of this Lease. Any such notice, demand or communication so
given by mailing to City shall be mailed attention of the City
Manager. Copies of any such notice, demand or communication to
be given to Developer pursuant to this Lease shall be given to
CB&C and to SDC concurrently with the giving of such notice or
document to Developer by.personal service or by mailing the same,
as required by this Section, to such party, at the address for
such party set forth in Section 1.5 above. Any such notice,
demand or communication so given by mailing to Developer shall be
mailed Attention: Roland Wedemeyer. Either City or Developer
may from time to time by written notice to the other designate a
different address or addresses or party or parties to whom copies
of notices, demands and communications are to be delivered or to
whose attention notices, demands and communications are to be
addressed which shall be substituted for the addresses and/or
names above specified. If any notice, demand or communication is
sent by registered or certified mail, as aforesaid, the same
shall be deemed to have been sufficiently given forty-eight (48)
hours after the mailing thereof as above provided.

17.3 Conflict of Interest. No member,
official or employee of City shall have any personal interest,
direct or indirect, in this Lease, nor shall any such member,
official or employee participate in any decision relating to this
Lease which affects nis personal interests or the interests of
any corporation, partnership or association in which he is,
directly or indirectly, interested. No member, official or
employee of City shall be personally liable to Developer, or any
successor in interest, in the event of any default or breach by
City or for any amount which may become due to Developer or
successor or on any obligations under the terms of this Lease.

17.4 Enforced Delay: -Extension of Time of
Performance. In addition to specific provisions of this Lease,
performance by either party hereunder shall not be deemed to be
in default where delays or defaults are due to war; insurrection;
strikes, lock-outs; riots, floods; inclement weather; earth-
quakes; fires; casualties; Acts of God; acts of the public enemy;
epidemics; quarantine restrictions; freight embargoes; lack of
transporation; governmental restrictions or priority; litigation
including eminent domain proceedings or related legal proceed-
ings; inability to secure necessary labor, materials or tools;
delays of any contractor, subcontractor or supplier; acts or
failure to act of the other party; acts or failure to act of any
public or governmental agency or entity; or any other cause
beyond the reasonable control of the party charged with such
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performance, and the time for such performance shall be extended
for a period equal to the time of the delay resulting from any
such cause.

17.5 Audit. The City Auditor and City
Manager, or their designated representatives, shall be permitted
with or without prior notification to examine and review Devel-
oper's records at all reasonable times during Developer's regular
business hours in a manner causing as little inconvenience as
possible to Developer, for the purpose of determining compliance
with this Lease.

17.6 Defaults and Remedies.

17.6.1 Defaults - General. Subject to
the extensions of time set forth in Section 17.4. above, failure
by either party to perform any term or provision of this Lease
constitutes a default under this Lease, if not cured within sixty
(60) days of the receipt of a written notice from the other party
specifying the default claimed; provided that, if such default
cannot reasonably be cured within such sixty (60) day period, the
party receiving such notice of default shall not be in default
under this Lease if such party commences the cure of such default
within such sixty (60) day period and thereafter diligently
prosecutes the curing of such default to completion. Any default
by the lessee under any other lease for the business park portion
of the Project (except for a default under the lease for Parcel 3
of Parcel Map No. 15307) shall constitute a default hereunder,
if, but only if, the party or parties acting as the "Developer"
hereunder are the same party or parties acting as the "Developer"
under such other lease, which default hereunder shall constitute
a default not susceptible of being cured by a lender on the
security of the leasehold estate for the purposes of Sections 4.2
and 4.6 of this Lease. Subject to Section 17.6.2 below, any
default by the lessee under the Adjacent Parcel Lease, Or any new
lease into which the Adjacent Parcel Lease may be divided
pursuant to Paragraph 13 of the Miscellaneous Addendum attached
to the Adjacent Parcel Lease, shall constitute a default under
this Lease if, but only if, the party or parties acting as the
"Tenant" under the Adjacent Parcel Lease or any such new lease
are the same party or parties acting as the "Developer" under
this Lease, which default under such Adjacent Parcel Lease or any
such new lease shall constitute a default not susceptible of
being cured by a lender on the security of the leasehold estate
for the purposes of Section 4.2 and 4.6 of this Lease.

17.6.2 Adjacent Parcel Lease
Exceptions. Subject to the termination of the effectiveness of
this paragaraph as provided hereinbelow, notwithstanding the
provisions of Section 17.6.1 above to the contrary, a default by
the lessee under the Adjacent Parcel Lease, or any new lease into
which the Adjacent Parcel Lease may be divided pursuant to

—-42-



Paragraph 13 of the Miscellaneous Addendum attached to the
Adjacent Parcel Lease, in the performance of its obligations
under Paragraph 1 of the Construction Addendum attached to the
Adjacent Parcel Lease shall constitute a default under this Lease
whether or not the party or parties acting as the "Tenant" under
the Adjacent Parcel Lease, or any such new lease, are the same
party or parties acting as the "Developer" under this Lease, but,
City's sole remedy for such a default, if said parties are not
the same, shall be to terminate this Lease and to recover rent
and other charges payable hereunder through the date of such
termination. The provisions of this paragraph shall become null
and void and of no further force or effect upon the first to
occur of (a) the occurrence of each of the following events: (i)
the issuance of a building permit oc permits required for the
construction required by Paragraph 1 of the Construction Addendum
attached to the Adjacent Parcel Lease (the "FBO Phase I
Improvements"), (ii) the lessee under the Adjacent Parcel Lease
delivers to City a fully executed construction contract batween
it and a licensed general contractor for the construction of the
FBO Phase I Improvements, which contract requires that such work
be commenced within thirty (30) days, subject to force majeure,
(iii) City receives the performance, labor and material bond for
the FBO Phase I Improvements as required by Section 4 of the
Adjacent Parcel Lease, and (iv) City receives reasonable evidence
of the financial ability of the lessee under the Adjacent Parcel
Lease to pay for the costs of the construction of the FBO Phase I
Improvements (a construction loan commitment in the usual form
from a bank, savings and loan association or other institutional
lender shall constitute reasonably satisfactocry evidence of such
financial ability), or (b) the FBO Phase I Improvements have been
substantially completed.

City agrees to promptly execute and deliver to Developer
written confirmation that the provisions in the first paragraph
of this Section 17.6.2 have terminated and are of no further
force or effect upon the first to occur of the said two events,
which written confirmation may be relied upon by Developer and/or
any party acquiring any interest in and to this Lease and/or the
premises demised hereby, tarough or under Developer and/or any
party extending credit to Developer.

Subject to the termination of the effectiveness of this
paragraph as provided hereinbelow, notwithstanding the provisions
of Section 17.6.1 above to the contrary, a default by the lessee
under the Adjacent Parcel Lease, or any new lease into which the
Adjacent Parcel Lease may be divided pursuant to Paragraph 13 of
the Miscellaneous Addendum attached to the Adjacent Parcel Lease,
in the performance of its obligations under Paragrapgh 2 of the
Construction Addendum attached to the Adjacent Parcel Lease shall
constitute a default under this Lease whether or not the party or
parties acting as the "Tenant" under the Adjacent Parcel Lease,
or any such new lease, are the same party or parties acting as
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the "Developer" under this Lease, but, City's sole remedy for
such a default, if said parties are not the same, shall be to
terminate this Lease and to recover rent and other charges
payable hereunder through the date of such termination. The
provisions of this paragraph shall become null and void and of no
further force or effect upon the first to occur of (a) the
commencement of the construction of building improvements upon
the Premises (but shall be effective as to any new lease entered
into pursuant to the attached Exhibit "D" demising any portion of
the Premises for which such construction condition has not been
satisfied, other than a new lease of a common area lot or parcel
within a planned unit development or condominium project upon
which development or project the construction of building
improvements has been commenced), or (b) the completion of the
construction required by Paragraph 2 of the Construction Addendum
attached to the Adjacent Parcel Lease.

City agrees to promptly execute and deliver to Developer
written confirmation that the provisions in the first paragraph
of this Section 17.6.2 have terminated and are of no further
force or effect upon the first to occur of the said two events,
which written confirmation may be relied upon by Developer and/or
any party acquiring any interest in and to this Lease and/or the
premises demised hereby, through or under Developer and/or any
party extending credit to Developer.

The provisions of Section 17.7.2 of this Lease shall be
applicable to defaults hereunder resulting from defaults under
the Construction Addendum attached to the Adjacent Parcel Lease,
or any new lease into which the Adjacent Parcel Lease may be
divided, and any sum paid or released to the lessor under the
Adjacent Parcel Lease, or any new lease, under Paragraph 5.2 of
the Default-Termination Addendum attached thereto by reason of
any such default, shall apply as a credit against the sum payable
under Section 17.7.2 below to prevent the termination of this
Lease by reason of such default.

. 17.6.3 Institution of Legal Actions.
In addition to any other rights or remedies, either party may
institute legal action to cure, correct, or remedy any default,
to recover damages for any default, or to obtain any other remedy
consistent with the purpose of this Agreement. Such legal
actions must be instituted in the South Branch of the Superior
Court of the County of Los Angeles, State of California, in an
appropriate municipal court in the County, or in the Federal
District Court in the Central District of California.

17.6.4 Apolicable Law. The laws of
the State of California shall govern the interpretation and
enforcement of this Lease.
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17.6.5 Service 0of Process. 1In the
event any legal action is commenced by Developer against City,
service of process of City shall be made by personal service upon
the City Manager of City, or in such other manner as may be
provided by law.

In the event that any legal action is commenced
by City against Developer, service of process on Developer shall
be made as provided by law and shall be valid whether made within
or without the State of California, or in such manner as may be
provided by law.

17.6.6 Rights and Remedies Are
Cumulative. Except as otherwise expressly stated in this Lease,
the rights and remedies of the parties are cumulative, and the
exercise by either party of one or more of such rights or
remedies shall not preclude the exercise by it, at the same or
different times, of any other rights or remedies for the same
default or any other default by the other party.

17.6.7 Inaction Not a Waiver of
Default. Any failures or delays by either party in asserting any
of its rights and remedies as to any default shall not operate as
a waiver of any default or of any such rights or remedies or
deprive either such party of its right to institute and maintain
any actions or proceedings which it may deem necessary to
protect, assert or enforce any such rights or remedies.

17.6.8 Remedies. In the event of a
default during the lease term by Developer, City, without further
notice to Developer, may declare this Lease and/or Developer's
right of possession at an end and may re-enter the Premises by
process of law, in which event, City shall have the right to
recover from Developer:

(a) The worth at the time
of award of the unpaid rent which has been earned at the time of
terrmination, plus interest;

(b) The worth at the time
of award of the amount by which the unpaid rent which would have
been earned after termination until the time of award exceeds the
amount of such rental loss that Developer proves could have been
reasonably avoided, plus interest; and

(c) The worth at the time

of award of the amount by which the unpaid rent for the balance
of the term after the time of award exceeds the amount of such

rental loss for the same period that Developer proves could be
reasonably avoided, plus interest thereon.
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The remedies of City as hereinabove provided are subject to the
other provisions of this Lease, including Article 4 hereof.

17.6.9 Arbitration - Declaratory
Relief. In the event that Developer, in good faith, disputes the
existence of any claimed default of which Developer receives
written notice from City, other than a default in the payment of
Basic Minimum Rent, Developer may contest the existence thereof
by arbitration by referring the dispute to the American Arbi-
tration Association in California or by instituting an action for
declaratory relief within sixty (60) days after receipt by Devel-
oper of said written notice from City and, in such event, no such
default shall be deemed to exist if either (i) within sixty (60)
days after a final determination that such default does in fact
exist, Developer commences the cure of such default and there-
after diligently prosecutes such cure to completion, or (ii)
Developer receives a final determination that no such default
exists. This provision shall not apply to disputes relating to
rent and rent adjustments.

17.7 Developer's Inability to Commence or
Complete Construction. :

17.7.1 Developer's Right to
Terminate. Developer shall have the right, at its option, with
the prior written approval of any lender on the security of the
leasehold estate, to cancel and terminate this Lease be giving
written notice of such termination to City, at any time prior to
the construction of building improvements upon the Premises
demised hereby by or under Developer. Upon any such termination
of this Lease, the rents and other sums payable hereunder shall
be prorated and paid or reimbursed to the date of such termin-
ation, Developer and City shall execute and record a guitclaim
deed sufficient to remove the cloud of this Lease and the short
form of this Lease from record title to the Premises and Landlord
shall be entitled to retain the deposit described in Section 17.1
above, less any interest accrued on such deposit and also less
any portion of such deposit payable to Developer under Section
17.1.2 above, which sums shall be paid to Developer by City.

. 17.7.2 City's Exercise of Remedies.
In the event of a default by Developer in the performance of any
of its obligations to commence and complete the construction of
building and other improvements within the times required by
Article 7 of this Lease and in the further event that City elects
to exercise its remedy to terminate this Lease by reason of such
default by Developer, Developer may, for a period of thirty (30)
days following its receipt of written notice from City of City's
election to terminate this Lease by reason of such default, elect
to prevent such termination from becoming effective by releasing
and paying to City a portion of the good faith deposit held by
City under Section 17.1, which portion shall be equal to the
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lesser of (i) the amount of such deposit so held by City; or (ii)
an amount equal to the product on ONE DOLLAR AND SIXTY CENTS
($1.60) per square foot times the number of square feet of build-
ing area the failure to commence or complete the constructon of
which has caused the subject default.

17.7.3 Payment to Dewveloper. .In the
event that this Lease is terminated under Section 17.7.1 or
Section 17.7.2 above, or under Section 3.3(b) above and in the
further event that Developer has constructed streets, utilities
and/or other off-site improvements or grading improvements upon
the Project prior to such termination of this Lease, City shall,
pursuant to its responsibilities under state law, use its best
efforts to resell or relet the Premises, or any portion thereof,
as soon and in such manner as City shall find feasible and
consistent with the objectives of such law to a qualified and
responsible party or parties (as determined by City) who will
assume the obligation of making or completing the improvements
required of Developer under this Lease or such other improvements
in their stead as shall be satisfactory to City and in accordance
with the uses specified for the Premises in this Lease. Upon
such resale or reletting of the Premises, or any portion thereof,
the proceeds thereof shall be applied.

(a) First, to reimburse
City for all costs and expenses incurred, including, but not
limited to, salaries to personnel, in connection with the recap-
ture, management, and resale or reletting of the Premises, or
part thereof (but less any income derived by City from the
Premises, or part thereof, in connection with such management);
all taxes, assessments, and water and sewer charges with respect
to the Premises, or part thereof (or, in the event that the
Premises are exempt from taxation or assessment or such charges
during the period of ownership thereby by City, an amount, if
paid, equal to such taxes, assessments, oOr charges [as determined
by the appropriate assessing official] as would have been payable
if the Premises were not so exempt); any payments made or neces-
sary to be made to discharge any encumbrances oOr liens existing
on the Premises, or part thereof, at the time of revesting of
title thereto in City or to discharge or prevent from attaching
or being made any subseguent encumbrances or liens due to obliga-
tions, defaults, or acts of Developer, its successors or trans-
ferees; any expenditures made or obligations incurred with
respect to the making or completion of the improvements or any
part thereof on the Premises, or part thereof; and any amounts
otherwise owing City by Developer and its successors oOx
transferee;

(b) Second, in the case
of a reletting, to pay to City an amount egual to the rentals and
other payments payable to City hereunder that City would have
received if this Lease had not been terminated; or, if the

—-47-



Premises are resold, to reimburse City an amount equal to FOUR
DOLILARS ($4.00) per square foot times the number of square feet
within the Premises; .

(c) Third, to reimburse
Developer, its successors or transferees, a sum up to the amount
equal to the sum of (i) the costs incurred for the development of
the Project, prorated to the Premises, if the Premises are less
than all of the Project, on a square foot basis, and for the
improvements existing on the Premises at the time of the re-entry
and repossession by City, less (ii) any gains or income withdrawn
or made by Developer from the Premises or the improvements
thereon; and )

(4) Any balance remaining
after such reimbursement shall be retained by City as its prop-
erty. In the event that such street, utility and/or other off-
site improvements have been constructed by or the costs of such
construction paid or reimbursed by an improvement or special
assessments district, the provisions of this Section shall be
applicable to the costs for such improvements if payment of the
bonds issued by such district have been guaranteed by Developer
or by security, in addition to the leasehold estate.created
hereby, or paid by Developer, but only to the extent of such
payment by Developer or of payment from the proceeds of such
guarantee.

. 17.7.4 Delivery of Plans. In the
event that this Lease is terminated for any reason whatsoever,
Developer shall deliver to City one set of all plans and data in
its possession concerning the Premises.

17.8 Right to Contest Laws. Developer shall
have the right, after notice to City, to contest or to permit its
subtenants to contest by appropriate legal proceedings, without
cost or expense to City, the validity of any law, ordinance,
order, rule, regulation or reguirement to be complied with by
Developer under this Lease and to postpone compliance with the
same; provided such contest shall be promptly and diligently
prosecuted at no expense to City and so long as City shall not
thereby suffer any civil or be subjected to any criminal
penalties or sanctions, and Developer shall protect and save
harmless City against any liability and claims for any such non-
compliance or postponement of compliance.

. 17.9 Trade Fixtures. All trade fixtures,’
furnishings, equipment and signs installed by or under Developer
or subtenants shall be and remain the property of the person,
firm or corporation installing the same and shall be removable at
any time during the term of this Lease. The removal of any such
trade fixtures, furnishings, equipment and signs shall be at the
expense of the person, firm or corporation removing the same, who
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shall repair any damage or injury to the Premises and all
improvements thereto occasioned by the removal thereof. 1In the
event that any subtenant acquires any furniture, trade fixtures,
signs and/or equipment to be used in connection with its sub-
leased premises from an equipment lessor or from an equipment
seller under a security agreement, City agrees to execute such
documents as may reasonably be required by the equipment_ lessor
or creditor in order to assure such party of its prior rights in
and to any such equipment, furniture, signs and/or trade fixtures
and of its right to remove any such equipment, furniture, signs
and/or trade fixtures from the subleased premises for a period of
not to exceed forty-five (45) days from and after notice to such
party of the termination or expiration of the sublease of the
subject subtenant-lessee or subtenant-debtor.

17.10 Continued Possession of Tenant. If
Developer shall hold over the Premises after the expiration of.
the term hereof with the consent of City, either express or
implied, such holding over shall be construed to be a tenancy
from month-to-month, subject to all the covenants, rental condi-
tions and obligations hereof and terminable by either party as
provided by law.

17.11 Utilities. Developer shall pay or
cause to be paid all charges for gas, electricity, water and
other utilities furnished to the Premises during the term of this
Lease and all sewer use charges or similar charges or assessments
for utilities levied against the Premises for any period included
within the term of this Lease.

17.12 Surrender. Upon the expiration of the
term of this Lease, as provided herein, or sooner termination of
this Lease, Developer, subject to Section 17.9, shall surrender
to City all and singular the Premises, including any buildings
and all improvements constructed by or under Developer then
situated upon the Premises, and Developer shall execute, acknowl-
edge and deliver to City within ten (10) days after writtan
request from City to Developer, any Quitclaim Deed or other
document required by any reputable title company to remove the
cloud of this Lease from the Premises. Wotwithstanding the
foregoing provisions of this Section to the contrary, Developer
shall have the right, at any time prior to the expiration of the
term of this Lease and for a period of sixty (60) days following
the expiration of the term, to remove all or any portion of the
buildings and other improvements constructed by or under
Developer upon the Premises.

17.13 Partial Invalidity. If any term or
provision of this Lease or the application thereof to any party
or circumstances shall, to any extent, be held invalid or unen-
forceable, the remainder of this Lease, or the application of
such term or provision, .to persons or circumstances other than
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those as to whom or which it is held invalid or unenforceable,
shall not be affected thereby, and each term and provision of
this Lease shall be valid and enforceable to the fullest extent

permitted by law.

17.14 Section Headings. The Section and
Article headings of this Lease are inserted as a matter of
convenience and reference only and in no way define, limit or
describe the scope or intent of this Lease or in any way affect
the terms and provisions hereof.

17.15 Short Form Lease. Concurrently with
the delivery of this Lease, City and Developer have executed,
acknowledged and caused to be recorded a short form of this Lease
in the form attached hereto as Exhibit "J".

17.16 Entire Agreement, Waivers and
Amendments. This Lease is executed in two (2) duplicate ori-
ginals, each of which is deemed to be an original. This Lease
includes fifty-four (54) pages and ten (10) attachments marked
Exhibits "A" through "J" which constitutes the entire under-
standing and agreement of the parties. This Lease integrates all
the terms and conditions mentioned herein or incidental hereto,
and supersedes all negotiations or previous agreements between
the parties with respect to all or any part of the subject matter
hereof.

17.17 Waivers. All waivers of the provisions
of this Lease must be in writing by the appropriate authorities
of City or Developer, and all amendments hereto must be in
writing by the appropriate authorities of City and Developer.

17.18 Approvals. In all circumstances where
under this Lease either party is required to approve or disap-
prove any matter, approval shall not be unreasonably withheld.

17.19 Successors in Interest. The provisions
of this Lease shall be binding upor and shall inure to the bene-
fit of the heirs, executors, assigns and successors in interest
of the parties hereto.

17.20 Litigation and Attorneys' Fees. 1In the
event of any dlspute between the parties hereto 1nvolv1ng the
covenants and provisions herein contained or arising out of the
subject matter of this Lease, the parties reserve, each to them-
selves, the right to litigate such dispute. The prevailing party
in any action commenced pursuant to this Lease shall be entitled
to recover reasonable expenses, attorneys' fees and costs.

17.21 Right of First Refusal to Purchase. If
City shall determine during the term of this Lease that it is
lawful and in the public interest to sell the Premises, or any
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portion thereof, City shall, prior to making the property avail-
able for sale to any other party, provide Developer the oppor-
tunity to purchase said property at its fair market value, as
determined by an appraisal obtained by City. If Developer has
not entered into an agreement to purchase said property within
ninety (90) days of the date it is first offered for sale to
Developer at the price theretofore determined by City to-be the
fair market value, all rights of Developer created by this
Section 17.21 shall cease and be of no further force and

effect. The determination whether such property shall be made
available for sale is and shall be within the sole and exclusive
discretion of City. City shall determine the legality of such
action prior to making a determination to sell on the basis of
the law then in effect.

17.22 Subject To Declarations. This Lease is
and shall be subject and subordinate to the terms and provisions
of that certain Maintenance Declaration dated January 31, 1983
and recorded on March 8, 1983, as Instrument No. 83-256290 of the
Official Records of the Los Angeles County, California Recorder
and to the terms and provisions of that certain Declaration of
Covenants, Conditions, and Restrictions dated January 31, 1983
and recorded on March 9, 1983, as Instrument No. 83-262462 of the
Official Records of the Los Angeles County, California Recorder
(collectively the "Declarations"); provided, however, that the
Developer's obligation to pay rent hereunder shall not be
affected in any way because of such subordinations. The terms
and provisions of the Declarations include certain granted and
reserved easements. This Lease is and shall be further subject
and subordinate to any instrument recorded against the Premises
to establish a condominium or planned unit development regime.

IN WITNESS WHEREOF, City and Developer have signed this
Lease as of the date first written above. :

.7 /‘
td
3

"( .
, City Manager

Y ~—
J'r1gH£Deve

' "City"
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LONG BEACH AIRPORT BUSINESS PARK,
a California general partnership

By: SIGNAL DEVELOPMENT CORPORATION,
a California corporatlon,
a general partner
—_)

y:<f§§§EQJkJ;>£a§; :
Presidentt TL t1le)

By : // S L(/ 7 - ,(('
- // /(Tltle)

By: CARLTON BROWNE AND COMPANY,
INCORPORATED,
a Callfornl- -

pnoration,

itiit L. Browne w
President

"Developer”

) 4?hls Lease Agreemeng is approved as to form this 2?’%
day of 7 Ci A= ' 19&7.

ROBERT W. PARKIN, City Attorney

,A
By./4i;z?z4- //1///”

/Roge P»’Freenan, anuty
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STATE OF CALIFORNIA )
) sSs.
COUNTY OF LOS ANGELES )
On _Grovecd o 7855 -, before me, the under-~

signed, a Notary Public in and for said State, personally
appeared JOHN E. DEVER, personally known to me to be the- person
who executed this instrument as CITY MANAGER of the City of Long
Beach, a municipal corporation and acknowledged to me that the
municipal corporation executed it.

WITNESS my hand and official seal.
e . N
_ SIGNATURE: 7 22 ) A )

v PO

OFFICIAL SEAL
JO ANN BURNS

Notary Public - California
PRINCIPAL OFFICE IN
L% LOS ANGELES COUNTY

My COMMISS!ON EXPIRES MARCH 12, 1985

(SEAL)

STATE OF CALIFORNIA )}
) ss.
COUNTY OF ORANGE )

On \775LNC/D (b , 1985, before me, the under-
signed, a N ﬁ&y P blic in and for sild State, oe;sonally
appeared ';}t ” i Mo\, and 14, A
personally known to me (gr proved to me opn: the ba31s of
satisfactory evidence) to be the persons who executed the within
instrument as President and dA mtin :
respectively, of SIGNAL DEVELOPMENT CORPORATION, the corporatlon
that executed the within instrument, said persons bBeing known to
me to be the persons who executed the within instrument on behalf
of said corporation, said corporation being known to me to be one
of the general partners of LONG BEACH AIRPORT BUSINESS PARK, the
general partnership that executed the within instrument and
ackriowledged to me that such corporation executed the same both
individually and as a general partner of said general partnership
and that such general partnership also executed the same.

WITNESS my hand and official_ seal.

~ ! Is
//47/ ‘(.,C} '/«/\"-
Notary Public

(SEAL)

P o

OFFICIAL SEAL
MAE OSTLIND

NOTARY PUBLIC - CALIFORNIA

ORANGE COUNTY

My comm. expires AUG 12, 19811

KPPy e e

P
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STATE OF CALIFORNIA )

COUNTY OF ORANGE

) ss.
| )
v j
On ;/MJ 5’ ’ 19892?, before me, the under-
signed, a Noktary Public,in and for sai tate, personally.
appeared i , and 2o/l

personally Known to me (or proved to me on the basis of
satisfactory evidence) ;o be the persons who executed jt within
instrument as §¢/ and
respectively, of CARLTON BROWNE & COMPANY,
corporation that executed the within instrument, said p
being known to me to be the persons who executed the within
instrument on behalf of said corporation, said corporation being
known to me to be one of the general partners of LONG BEACH
AIRPORT BUSINESS PARK, the general partnership that executed the
within instrument and acknowledged to me that such corporation
executed the same both individually and as a general partner of
said general partnership and that such general partnership also
executed the same.

WITNESS my hand and ,official seal.

Notary PubBlic

(SEAL)

TR
g - OFFICIAL SEAL
‘ JEANNE M, CADWELL

NOTARY PUBLIC - LALIFORNIA
PRINCIPAL OFFICE IN

ORANGE COUNTY

st My Commission Expires July 9, 1985
L—nmummwummmmmmﬂ

LI T T DT T T

uﬁwmmmmmn

-54-



~ Exhibit "A" ~

Jescription of the Premise

Parcel 11 of Parcel Map No. 15307, in the City of Long Beach,
County of Los Angeles, State of California, as filed in Book 159,
pages 50 through 53, inclusive, of Parcel Maps of Los Angeles
County, also being portions of Parcel Map No. 14943 as filed in
Book 154, pages 68-71, inclusive, of Parcel Maps of Los Angeles

County.

EXCEPT THEREFROM, ALL OIL, GAS AND OTHER HYDROCARBONS IN AND UNDER SAID
IAND, BUT WITHOUT THE RIGHT TO USE THE SURFACE, OR SUBSURFACE OF SATID LAND
ABOVE A DEPTH OF 100 FEET, AS RESERVED BY BIXBY LAND COMPANY, A CORPORATION,
IN DEEDS RECORDED IN BOOK 18884 PAGE 347, IN BOOK 24554 PAGE 211, IN BOCK
28612 PAGE 328, IN BOOK 38790 PAGE 367, IN BOOK 46180 PAGE 52, IN BOCK 49399
PAGE 406, IN BOOK D-721 PAGE 156 AND IN BOOK 37202 PAGE 308 ALL OF OFFICIAL
RECORDS, AND AS RESERVED BY WHEELER F. CHASE IN DEED RECORDED IN BOOK 41754
PAGE 423 CFFICIAL RECORDS OF SAID COUNTY.

- EXCEPTING AND RESERVING therefrom to the extent applicable
a non-exclusive underground utility easement appurtenant to the
real property legally described in the attached Exhibit "C"
beneath the strip of land lecally described in Exhibit "A-1".
Developer shall have the right to improve the surface of said
servient tenement with driveway and parking lot improvements,
including, without limitation, sidewalks and landscaping. Any
damage to improvements upon the servient tenement resulting from
the improvement, maintenance and/or use of said easement shall
be the responsibility of City, provided that to the extent that
City has obtained the agreement of the lessee under the Adjacent
Parcel Lease, or any new lease into which the Adjacent Parcel
Lease may be divided, for the benefit of Developer, tn be
responsible for such damage, City shall not be responsible for
any such damages while such Lease or new lease is in effect.

ALSO EXCEPTING AND RESERVING therefrom to the extent applicable

a non-exclusive easement for the ingress and egress of pedestrian
and motor vehicles appurtenant to the real property legally
described in the attached Exhibit "C" over and across the strip

of land legally described in the attached Exhibit "A-2". Developer
shall have the right to improve the surface of the servient
tenement with driveways and traffic lanes, including, without
limitation, the right to modify and/or alter any improvements
constructed upon the servient tenement by the holders of this
easement. Once Developer constructs any such improvements, such
improvements shall not be altered or modified by the holders of
the easement, except to the extent reasonably necessary for use

of the easement for such ingress and egress. It shall be a con-
dition to the use of such easement that the holder of such ease-
ment construct and maintain a lock gate across the access point

to such easement from its premises satisfying the airport security
requirements of the Federal Aviation Administration and the Long
Beach Municipal Airport.

City will cooperate reasonably with Developer in relocating the
above easements, if Developer obtains the approval of the lessee
under the Adjacent Parcel Lease, or any such new lease subject to
said easement to such relocation.

Exhibit "A"



LEGAL DESCRIPTION

The strip of land subject to the utility easement will be

a strip of land ten feet (10') wide commencing at the
Northeasterly or Southeasterly boundary of that portion of

the real property described in the attached Exhibit "C"
described therein as Parcel 2 of Parcel Map No. 14943 and
extending in a Southeasterly and/or Northeasterly direction to
intersect with utility company and/or public utility easements
within the dominant tenement. The location of such ease-

ment shall be specifically located by Developer (or by City

if this Lease is terminated prior to Developer's location of
said easement); provided that if Developer (or City) has not
specifically located said easement by recording a specific
legal description for said easement in the Office of the
County Recorder, Los Angeles County, California, by July 1,
1983, said easement may be specifically located by the lessee
under the Adjacent Parcel Lease (or by the fee owner of the
property demised thereby if such lessee fails to.locate said
easement prior to the termination of the Adjacent Parcel Lease)
by recording a precise legal description of the location of
such easement in the Office of the County Recorder, Los Angeles
County, California. '

Exhibit "A-1"



LEGAL DESCRIPTION

The strip of land subject to the ingress and egress easement
will be a strip of land twenty feet (20') in width commencing

at the Northeasterly boundary of that portion of the real
property described in the attached Exhibit "C" described therein
as Parcel 2 of Parcel Map No. 14943 and extending in a North-
easterly and/or Southeasterly direction to intersect with Spring
Street and/or Clark Avenue. The location of such easement

shall be specifically located by Developer (or by City if this
Lease is terminated prior to Developer's location of said ease-
ment); provided that if Developer (or City) has not specifically
. located said easement by recording a specific legal description
for said easement in the Office of the County Recorder, Los
Angeles County, California, by July 1, 1983, said easement may
be specifically located by the lessee under the Adjacent Parcel
Lease (or by the fee owner of the property demised thereby if
such lessee fails to locate said easement prior to the termin-
ation of the Adjacent Parcel Lease) by recording a precise

legal description of the location of such easement in the

Office of the County Recorder, Los Angeles County, California.

Exhibit "A-2"
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Exhibit "C"

Legal Description Of The Property
Demised By The Adjacent Parcel Lease

Parcels 2 and 3 of Parcel Map No. 14943, in the City
of Long Beach, County of Los Angeles, State of California,
"as filed in Parcel Map Book 154, pages 68-71, records of
Los Angeles County.

EXCEPT THEREFROM, ALL OIL, GAS AND OTHER HYDROCARBONS IN AND UNDER SAID LAND, BUT
WITHOUT THE RIGHT TO USE THE SURFACE, OR SUBSURFACE OF SAID LAND AROVE A DEPTH OF
100 FEET, AS RESERVED BY BIXBY LAND COMPANY, A CORPORATION, IN DEEDS RECORDED IN
BOOK 18884 PAGE 347, IN BOOK 24554 PAGE 211, IN BOOK 28612 PAGE 328, IN BOOK 38790
PAGE 367, IN BOOK 46180 PAGE 52, IN BOOK 49399 PAGE 406, IN BOOK D-721 PAGE 156 AND
IN BOOK 37202 PAGE 308 ALL OF OFFICIAL RECORDS, AND AS RESERVED BY WHEELER F. CHASE
IN DEED RECORDED IN BOOK 41754 PAGE 423 OFFICIAL RECORDS OF SAID COUNTY.

A non-exclusive easement for underground utility purposes ap-
purtenant to Parcel 2 and Parcel 3 above beneath that certain
strip of land legally described in the attached Exhibit "C-1".
There is excepted from said easement the right for Developer, as
City's lessee, to construct parking lot improvements upon the
easement area, including, without limitation, sidewalks and
landscaping.

A non-exclusive easement for the ingress and egress of pedestrians
and motor vehicles appurtenant to Parcel 2 and Parcel 3 above over
and across that certain strip of land legally described in the
attached Exhibit "C-2". There is excepted from said easement the
right for Developer, as City's lessee, to construct driveway and
traffic isle improvements within the easement area and to modify
and/or alter any such improvements constructed within the easement
area by the lessee under the Adjacent Parcel Lease. The lessee
under the Adjacent Parcel Lease shall not have the right to modify
and/or alter any such improvements so constructed upon the easement
area by Developer, except to the extent such alterations and/or
modifications may reasonably be required for such lessee's use of
said easement for such ingress and egress. As a condition to such
lessee's use of such easement, such lessee shall construct and
maintain a lock gate across the access point to such easement from
its premises satisfying the airport security requirements of the
Federal Aviation Administration and the Long Beach Municipal Airport.

EXHIBIT "C"



LEGAL DESCRIPTION

The precise location of the strip of land subject to the
utility easement shall be determined in the manner set
forth in the attached Exhibit "a-1".

EXHIBIT "C-1"



LEGAL DESCRIPTION

The precise location of the strip of land subject to the
ingress and egress easement shall be determined in the
manner provided in the attached Exhibit "A-2",

EXHIBIT "C-2"
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AGREEMENT OF NON-DISTURBANCE
(Parcel 11 of Parcel Map No. 15307 of Business Park)

THIS AGREEMENT OF NON-DISTURBANCE (Parcel 11 of Parcel
Map No. _315307 of Business Park) is made as of the day of

r 198 , by and among

; hereinafter called "Ground Lessor";

+ hereinafter called "Tenant"; and

hereinafter called "Subtenant".

PRELIMINARY

A. Ground Lessor and Tenant have entered into a
Lease Agreement (Parcel 11 of Parcel Map No. 15307 of Business

Park) dated March 10 , 1983, hereinafter referred to as the

"Ground Lease") pursuant to which Ground Lessor has demised and
leased to Tenant certain real property located in the City of
Long Beach, County of Los Angeles, State of California,

(including the real property) described in Exhibit "A" attached

hereto and incorporated herein. A short form of the Ground Lease

was recorded » 198 (is being recorded

concurrently herewith) in the Official Records of said County.

B. Tenant, as sublessor, and Subtenant, as

sublessee, have entered into a Sublease dated P

198 , (hereinafter referred to as the "Sublease") which demises

to Subtenant (a portion or all) of the premises demised by the.

Ground Lease (and grants to Subtenant certain rights with respect

to other portions of the premises demised by the Ground Lease).

A short form of the Sublease is being recorded concurrently

-1-
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herewith in the Official Records of said County, which short fornm
of Sublease describes the premises demised thereby (and the

rights of Subtenant with respect to the real property described

in the attached Exhibit "A").

c. The parties hereto now desire tq_qgterhinpp
this Agreement so as to clarify their rights, duties and
obligations under the Ground Lease and the Sublease and to
further provide for various contingencies as hereinafter set
forth.

NOW, THEREFORE, in consideration of the foregoing and of
the mutual agreement of the parties hereto to the terms and
conditions hereinafter contained, the parties hereto agree as
follows:

1. In the event Tenant shall default in the
payment of any sum or performance of any covenant or condition of
the Ground Lease, all as provided therein, or in the event of any
termination or expiration of the Ground Lease for any reason
whatsoever prior to the expiration of the term of the Sublease as

provided in the Sublease, (other than a termination of the Ground

Lease only as to portions of the premises demised thereby not

described in the attached Exhibit "A") then Ground Lessor, Tenant

and Subtenant do hereby agree that the Sublease, and all terms,
provisions, covenants and agreements thereof shall survive any .
s&ch default or defaults in, or termination or expiration of the
Ground Lease, whether such termination occurs as a result of, or

arising out of, any such default or defaults, or otherwise, and



the Sublease (subject tq the right of any."lender on the security
of the leasehold estate" as defined in the Ground Lease to eﬁter
into a replacement lease with Ground Lessor upon the same terms
and conditions and having the same priority as the Ground Lease,
pursuant to Section 4.6 of the Ground Lease) shall continue in
force and effect in accordance with and subject to all of its
terms, provisions, agreements and covenants as a direct lease
with Ground Lessor, as lessor, and Subtenant, as lessee. Sub-
tenant agrees, in such event, to attorn to Ground Lessor and to
recognize Ground Lessor as the lessor under the Sublease. Ground
Lessor shall, in such event, exercise and undertake all of the
rights, obligations and duties of Tenant in and under said
Sublease and thereafter shall be entitled to collect all rents
and payments due and payable under said Sublease, including the
right to collect any sums being due and payable thereunder prior
to the termination or expiration of the Ground Lease which are
accrued and unpaid by Subtenant on the date of termination of the
Ground Lease. Subtenant agrees not to prepay rentals under the
Sublease without the prior written consent of Ground Lessor.

2. .. Ground Lessor agrees that, pribr to terminating
the Ground Lease or taking any proceedings to enforce any such
termination thereof for any reason other than the expiration of
the term of the Ground Lease as provided therein, Ground Lessor
shall give Subtenant thirty (30) days' notice in writing prior to
the effective date of such termination, specifying the reason for

such termination. Such notice shall be given to Subtenant

at .




3. Ground Lessor hereby approves of the Sublease
and of the rights and privileges granted to Subtenant thereuhder
and agrees that, for and during the term of the Sublease and any
extensions thereof, Ground Lessor shall not take any action,
directly or indirectly, to disturb or otherwise affect Sub-
tenant's occupancy of and/or rights and privileges with respect
to the premises demised by the Ground Lease and described on the
attached Exhibit "A" so long as Subtenant is not in default under
the Sublease, nor shall Subtenant's exercise of any such rights
or privileges constitute a default under the Ground Lease,
notwithstanding any provisions to the contrary contained in the
Ground Lease.

4. No provision contained herein shall be deemed
an amendment or modification of any provisions contained in the
Sublease, including, without limiting the generality of the
foregoing, any rights given thereunder to Tenant to terminate the
Sublease. |

5. In the event that the Ground Lease is divided,
in accordance with its terms, into two (2) or more new leases,
the term "Ground Lease", as used herein, shall be deemed to refer
to the said new lease leasing and demising the subleased

premises.

6. This Agreement shall be binding upon and shall
inure to the benefit of the parties hereto and their successors,

transferees and assigns.




IN WITNESS WHEREOF, the parties hereto have executed

this Agreement as of the day and year first hereinabove set )

forth.
"Ground Lessor"
"Tenant"
"Subtenant"
This Agreement is hereby approved as to form this
day of r 198 .

ROBERT W. PARKIN, City Attorney

By
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INCREMENTAL DEVELOPMENT RIDER

1. DECLARATION:

City acknowledges that Developer may record an
instrument or instruments establishing reciprocal easements for
ingress, egress and parking and imposing certain restrictions and
covenants relating to the improvement, use and operation -of the
Project, or portions thereof, consistent with a first class
commercial development, which instrument may contain provisions
concerning the following types of matters: (1) the designation
of portions of the business park portion of the Project as
building sites and other portions as common areas for ingress, -
egress and parking; (ii) the restriction of the use of the
property subject thereto to commercial purposes; (iii) the
restriction of the use of certain building sites against the sale
of specific goods or the conduct of specific types of businesses;
(iv) the limitation of building heights and floor area, and/or
architectural styles, and/or the imposition of architectural
review standards; (v) the restriction of the use of common areas
to parking, ingress, egress and incidental purposes including
drive~through and/or loading and unloading docks adjacent to
building sites; (vi) the designation of employee parking areas;
(vii) the appointment of an Operator to operate, maintain and
repair the common and parking areas, together with the imposition
of an obligation upon owners of leasehold interests in and to the
property subject thereto (or the fee owner or owners of portions
of such property no longer demised by this Lease or any new lease
of the business park portion of the Project entered into pursuant
to Paragraph 2 below) to reimburse the Operator a pro rata share
of the costs and expenses of such operation and maintenance,
based upon the buildable area within each owner's portion of such
property, which costs and expenses to be reimbursed shall include
public liability and property damage insurance premiums and a
management fee based upon a percentage of such other costs and
expenses of operation and maintenance; (viii) provisions relating
to the maintenance and repair of building structures and the
restoration or removal of casualty damage; (iv) restrictions on
signs and the establishment of sign criteria; and (x) such other
matters as may be necessary to conform to the reguirements in
subleases or deemed appropriate by Developer. Any such instru-
ment is hereinafter referred to as the "Declaration". City
agrees upon redquest to execute a consent or consents to any such
Declaration and/or to subordinate its interest in and to the
Premises to such.Declaration, provided that City approves of the
terms and provisions of the proposed Declaration. City hereby
agrees that the decision to approve any such Declaration shall be
based upon consideration of whether the terms and provisions
thereof are commercially reasonable and substantially similar to
the terms and provisions in similar instruments used in compar-
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able first class commercial developments in the State of
California. City shall either approve or disapprove of any .
proposed Declaration by giving written notice to Developer within
thirty (30) days of City's receipt of the proposed Declaration,
which notice shall specify the modifications regquired for
approval, if the proposed Declaration is disapproved. City's
failure to expressly so disapprove of any such proposed °
Declaration within said thirty (30) day period shall constitute
City's approval of the proposed Declaration.

In the event of a dispute between City and Developer
arising out of the provisions of this paragraph, either party may
have the dispute settled by submitting the matter to arbitration
in accordance with the Commercial Arbitration Rules of the
American Arbitration Association. The arbitrators in any such
proceedings shall be individuals familiar with the requirements
of commercial lenders and commercial develooment reciprocal
easement agreements.

2. SEGREGATION:

2.1 Separate Individual Leases. Subject to
the provisions of this Section 2.1, Developer shall have the
right, at any time and from time to time during the term of this
Lease, to require that City enter into two (2) new leases, which
new leases collectively shall supplant this Lease and cover the
Premises., City's obligations pursuant to this Section 2.1 shall
be subject to each of the following:

(a) Developer's satisfying the
requirements of the California Subdivision Map BAct and any local
ordinances applicable to each such a division of this Lease.

(b) Each new lease shall have the
same parties as the parties to the Lease being supplanted by the
new lease.

(¢) The real property to be leased
and demised by each of the new leases shall be subject and
subordinate to the Declaration in a form approved by City
pursuant to Paragraph 1 above.

. ) (4d) Each new lease shall contain
the same terms, covenants, provisions, conditions and agreements
as those contained in this Lease, including the right to further
divide the new leases under this Section 2.1, except that:

(1) The definition of
Developer in Section 1.5.2 of this Lease shall be modified as may
be appropriate and references to SDC and CB&C shall be modified
as may be approorlate. Section 1.1 shall be modified to clarify
that the premises demised by the new lease are a portion only of
the Project.




(ii) Each new lease shall
provide by its terms that it shall serve to release from this
Lease, or any other lease being supplanted by said new lease, the
portion of the Premises covered by such new lease.

(iii) Each new lease shall
provide in Section 2 that its term commenced on the date the term
of this Lease commenced and set forth the expiration date of the
term of such new lease.

(iv) The total Minimum
Base Rent payable for use of the Premises shall be allocated to
any such new lease as the parties may agree, provided that if the
parties are unable to reach agreement upon such allocation within
thirty (30) days of the date that Developer submits to City a
proposed allocation for such rental, such allocation shall be
determined through appraisal pursuant to Section 3 below. City
shall be deemed to have approved of any such proposed rental
allocation proposed by Developer, unless City notifies Developer
in writing within twenty (20) days of its receipt of such
proposal of its disapproval thereof and of the rental allocation
proposed by City. Any such proposed allocation made by Developer
shall include the legal descriptions of the property to be
demised by each such new lease, together with a copy of the
Declaration or proposed Declaration. Said appraisal shall
determine the respective fair market values of the property to be
subject to each new lease, appraised for the use then being made
of such property by Developer, and/or to the extent no such use
is then being made, for the uses permitted by each such new lease
and the Declaration. Such appraisal shall take into account the
effect of the Declaration. 1In the event that either City or
Developer elect to submit any dispute concerning the terms and
provisions of the Declaration to arbitration, pursuant to
Paragraph 1 above, the appraisal contemplated by this subpara-
graph (but not the appointment of the arbitrators) shall be
postponed until any such dispute has been settled. Upon the
determination of the respective fair market values of the said
property to be subject to each such new lease, the Minimum Base
Rent shall be allocated in proportion to the ratios between said
respective fair market values. An appropriate modification shall
be made to the dollar amounts used as examples in Section 3.2.
Nothing herein shall be deemed to alter the total amount of
Minimum Base Rent to be paid to City for use of the Premises.

(v) Each such new lease
shall recite that it is subject and subordinate to the Declar-
ation, as well as to any instrument recorded on the property
subject to the new lease to establish a condominium or planned
unit development regime with City's approval pursuant to this
Lease, and grant and lease to Developer and reserve to City any
reciprocal easements established in the Declaration or any such
instrument, for the benefit of or burdening the real property



demised by such new lease. To the extent reasonably required,
such Declaration and/or other instrument shall establish ease-
ments for ingress and egress, utilities and reciprocal parking
required for the property demised by each new lease.

(vi) The amount of the
deposit described in Section 17.1.1 shall be allocated between
the new leases in the same proportions as Minimum Base Rent is
allocated.

(vii) The Scope of Develop-
ment described in Section 7.1 and the construction schedule
attached to this Lease as Exhibit "F" shall be modified to
indicate only those portions of the required construction that
Developer elects to include in each such new lease, provided that
the description of the Scope of the Development and of the
construction required in Exhibit "F", in each new lease, when
aggregated, shall include all of the work described in Section
7.1 of this Lease and in Exhibit "F" to this Lease and the times
within which such work is to be commenced and completed shall not
be extended.

(viii) The option to lease
provisions shall be deleted, including Exhibit "C", Sections 2.2
and 2.3 and other references to such option, as may be
appropriate.

(ix) The square footage
amount in Section 17.1.2 shall be allocated as the parties may
agree, but in the absence of such an agreement in the same
proportions as Minimum Base Rent is allocated. The parties agree
to cooperate reasonably in allocating such square footage amount
in a manner consistent with the anticipated building areas on the
real property to be subject to each new lease.

(x) The real property to
be subject to each new lease shall include a buildable area for
not less than one (1) freestanding building or not isss than one
(1) legal lot, parcel or condominium unit. Condominium units
and/or lots in a planned unit development improved in a single
phase shall be leased and demised under a single new lease,
unless the creation of separate new leases for each such unit or
lot is necessary to prevent the reassessment of the possessory
interest in all such units or lots upon the sublease of a single
such unit or lot under Article XIII A of the California
Constitution and/or statutes, rules and regulations adopted to
implement such Article. All such new leases, including leases
into which any such new lease may be divided, shall contain
provisions sufficient to prohibit the creation of greater than
the number of total new leases permitted by this Paragraph (Xx).



(x1i) Each such new lease
shall provide that City may withhold its consent to any assign-
ment under Section 5.1.1 unless the assignor's interest in all
new leases, then in effect, is similarly assigned or transferred

to the same assignee.

(xii) Each such new lease
shall provide that any default by the lessee under any such other
new lease shall constitute a default under such new lease, if,
but only if, the party or parties acting as the "Developer" under
such new lease are the same party or parties acting as the
"Developer” under such other new lease, which default under such
new lease shall constitute a default not susceptible of being
cured by a lender on the security of the leasehold estate for the
purposes of Sections 4.2 and 4.6 of this Lease. Section 4.2(g)
in any new lease shall not permit City to recover costs from the
Developer under such new lease incurred to cure defaults under

any other new lease.

(xiii) Any such new lease
for an industrial/commercial planned unit development or
condominium development shall provide, with respect to any Ground
Sublease with an owners' association of lots or parcels
restricted to common area usages, that City's obligation to
execute a non-disturbance agreement shall not be affected by
reason of such Ground Sublease providing for the payment of a
nominal fixed rcental payable hereunder shall be allocated to any
such new lease leasing and demising such common area lots and/or
varcels, only, to be sublet to such an owners' association.

(e) Developer shall not then be in
default hereunder.

(£) The segregation of this Lease
into two (2) separate new leases shall constitute the substitu-
tion of said new leases for this Lease and each new lease and the
easements provided for therein, if any, shall have the same
priority of title as this Lease and aay and all subleases entered
into by Developer shall automatically be subject and subordinate
to each such new lease, to the extent affected thereby.

2.2 Short Form New Lease. Concurrently with the
execution and delivery of any new lease pursuant to Paragraph 2.1
above, the parties shall execute and record two short form leases
each evidencing one such lease, which short form leases shall
cohtain the following recitals:

(a) That the short form lease is subject to
the terms, covenants and provisions of the lease evidenced
thereby.




. (b) That the short form lease and the lease
evidenced thereby are subject and subordinate to the Declaration.

(c) That the short form lease and the lease
evidenced thereby have been executed and delivered pursuant to
this Exhibit "E" in order to substitute the terms, covenants and
provisions of the lease evidenced thereby for those of this
lease, as regquired by and in accordance with the terms of this
Lease, and that the said lease evidenced thereby shall have the
same priority of title as though executed and delivered at the
time of execution and delivery of this Lease on the date first
written above and as though such short form lease was recorded
concurrently with the short form of this Lease.

3. APPRAISALS.

Any value to be determined by appraisal shall
be determined by appraisal as follows:

Each party hereto shall appoint a qualified and
experienced MAI or equivalent appraiser to complete an appraisal
within sixty (60) days. If the appraisers, so appointed by the
parties, agree upon the value of the property, the appraisal
figure agreed upon shall be the value of said property. If the
appraisals differ, but not by more than five percent (5%), they
shall be deemed to be in agreement, and the appraisals shall be
averaged to determine the fair market value of the property. If
the appraisers selected by the parties, whose appraisals are used
for the purpose herein stated, are unable to agree upon the value
of the property within said sixty (60) days, said appraisers
shall immediately appoint a third qualified and experienced MAI
or equivalent real estate appraiser to complete an appraisal
within thirty (30) days. The parties agree for the purpose of
calculating the value to be determined by appraisal, the
appraised value shall be deemed to be that amount which is
determined by taking the average of the two (2) appraisal figures
which are closest to each other. The parties agree to share
equally in the cost of t“he third appraisal.
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CONSTRUCTION REQUIREMENTS

1. Subject to force majeure as defined in Section
17.4 and to Section 7.4.3, Developer agrees to commence the
construction of 150,000 square feet of building improvements,
upon the business park portion of the Project within one (1) year
of the commencement date of the lease term and to thereafter
diligently prosecute such construction to completion.

2. Subject to force majeure as defined in Section
17.4 and to Section 7.4.3, Developer agrees to commence the
construction of the balance of the building improvements required
to be constructed upon the business park portion of the Project
either prior to or as soon as is reasonably possible following
the completion of the construction and marketing of the phase one
construction described in Paragraph 1 above, taking into consi-
deration financing constraints and the economic feasibility of
development, provided that subject only to such force majeure and
to Section 7.4.3, such construction shall be commenced on or
before the expiration of the tenth lease year.

3. The building improvements that Developer is
required to construct upon the business park portion of the
Project will be the lesser of (i) 488,500 square feet of building
improvements, or (ii) eighty percent (80%) of the building
improvements permitted to be constructed upon the business park
portion of the Project under the applicable PD-2 Ordinance.

EXHIBIT "F"



EXHIBIT "G"

Exhibit "G" has intentionally been left blank.

EXHIBIT "G"




FAA REQUIRED LEASE PROVISIONS

1. Lessee agrees to comply with the notification
and review requirements covered in Part 77 of the Federal
Aviation Regulations in the event that future construction
of a building is planned for the leased premises, or in the
event of any plan modification or alteration of any present
or future building or structure situated on the leased
premises.

FXHTRTT "H"




EXHIBIT "I"

Exhibit "I" has intentionally been left blank.

EXHIBIT "I"
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SHORT FORM GROUND LEASE
(Parcel 11 of Parcel Map No. ]5307 ©f Business Park)

THIS SHORT FORM GROUND LEASE (Parcel 11 of Parcel Map
No. 15307 of Business Park) ("Short Form Ground Lease") is made
and entered into as of this 10th day of _ March r 1983 (but
shall be deemed at all times mentioned herein and for all
purposes mentioned herein to relate back to August &, 1982, the
date of recordation (as Instrument No. 82-795499) in the Official
Records of the Los Angeles County Recorder of that certain Short
Form Ground Lease referred to below (the "Master Short Form")),
by and between City of Long Beach, a municipal corporation
("City") and Long Beach Airport Business Park, a California
general partnership ("Developer"). This Short Form Ground Lease
and the Lease Agreement (Parcel 1]l of Parcel Map No. 15307 of
Business Park) dated March 10 » 1983 (the "Ground Lease")
evidenced by this Short Form Ground Lease have been executed and
delivered pursuant to Exhibit "E" to that certain Lease Agreement
dated April 23, 1981 betwen City and Developer (the "Master
Ground Lease") in order to substitute the terms, covenants, and
provisions of the Ground Lease for those of the Master Ground
Lease, as required by and in accordance with the Master Ground
Lease. The Ground Lease shall have the same priority of title as
though executed and delivered at the time of execution and
delivery of the Master Ground Lease on April 23, 1981 and as
though this Short Form Ground Lease was recorded concurrently
with the Master Short Form.

RECITALS:

City does hereby lease and demise to Developer that
certain real property in the City of Long Beach, County of Los
Angeles, State of California, more particularly described in
Exhibit "A" attached hereto and all rights, privileges and
easements appurtenant thereto ("Premises" herein) pursuant to and
upon all of the terms, covenants and provisions set forth ia the
unrecorded Ground Lease, the terms, covenants and provisions of
which are hereby incorporated herein and made a part hereof by
reference.

NOW, THEREFORE, the parties hereby agree as follows:

1. The commencement date of the lease term is
July 8, 1982, ‘ :

2. The term of the Ground Lease shall continue for
fifty (50) years, subject to earlier termination as provided 1in
the Ground Lease.

-1-
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3. The Ground Lease grants to Developer the right
to subdivide the Premises and to divide the Ground Lease into two
(2) or more leases, each of which shall supplant the Ground Lease
provided that any such new lease (hereinafter "new lease") shall
have the same priority of title as this Short Form Ground Lease
and all sublecases entered into by Developer, as a sublessor,
shall be subject and subordinate thereto, to the extent affected
thereby. Any such division shall be effectuated by recordation
of a new short form ground lease as to each such new lease, which
new short form ground lease shall relate back to August 6, 1982
(the date on which the Master Short Form was originally recorded)
and recite that it has been executed and recorded in order to
substitute the terms, covenants and provisions of the new lease,
evidenced thereby, for the terms, covenants and provisions of the
Master Ground Lease and the Ground Lease, insofar as such new
lease affects the real property demised by the Ground Lease and
to release and cancel the Ground Lease insofar as the Ground
Lease affects the real property demised by the said new lease,
evidenced by such new short form ground lease, all as provided
for in accordance with the terms and provisions of the Ground
Lease.

4, This Short Form Ground Lease and the Ground
Lease are and shall be subject and subordinate to (1) that
certain Maintenance Declaration (Long Beach Airport Business
Park) dated January 31, 1983 and recorded on March 8, 1983 as
Instrument No. 83-256290 in the Official Records of the Los
Angeles County, California Recorder and to (2) that certain
Declaration of Covenants, Conditions, and Restrictions dated
January 31, 1983 and recorded on March 9, 1983 as Instrument No.
83-262462 in the Official Records of the Los Angeles County,
California Recorder; provided, however, that Developer's
obligation to pay rent under the Ground Lease shall not be
affected in any way because of such subordinations.

5. City shall have the right to encumber its
reversionary interest in and to the real propertv demised by the
Ground Lease and/or the rentals and profits accruing under the
Ground Lease provided that any such encumbrance shall be subject
and subordinate to any replacement ground lease delivered to a
"lender on the security of the leasehold estate" as defined in
and pursuant to Section 4.6 of the Ground Lease upon a termin-
ation or cancellation of the Ground Lease, and to any new lease
resulting from any division of the Ground Lease described in
Paragraph 3 above and provided further that any such encumbrance
requires, by its terms, that the holder or beneficiary thereof
agree to execute any instrument reasonably required in order to
subordinate the lien or charge thereof to any such replacement
lease or new leases or to any restriction, encumbrance, dedica-
tion, Declaration, conveyance, lot split or other matter executed
or consented to by Landlord pursuant to Section 7.4.9 and/or
Paragraph 1 of Exhibit "E" of the Ground Lease and to execute any
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agreement required by Section 5.2 of the Ground Lease by such
holder or beneficiary.

6. Developer shall pay the real property taxes and
assessments against the Premises during the term hereof, as more
specifically provided in the Ground Lease.

7. Notwithstanding that the ownership of City's
and Developer's estates in and to the Premises may become vested
in the same party for any reason, no merger of Developer's
leasehold estate into City's fee title shall result or be deemed
to result thereby, as provided in Section 4.8 of the Ground
Lease, provided that this provision shall not be deemed appli-
cable to a termination of Developer's leasehold estate by reason
of Developer's default or a taking under the power of eminent
domain pursuant to the Ground Lease, or otherwise pursuant to the

terms of the Ground Lease.

8. The Ground Lease grants to Developer the right
to enter upon the Premises demised thereby for a period of sixty
(60) days following the expiration of the term of the Ground
Lease in order to remove any or all of the buildings and other
improvements constructed upon said Premises by or under

Developer.

9. The Ground Lease grants to Developer the right
to sell any buildings from time to time constructed upon the
Premises, provided that such buildings shall be and remain
subject to the terms and conditions of the Ground Lease and shall
be used and developed only in accordance with the Ground Lease.

IN WITNESS WHEREOF, the parties have executed this Short
Form Ground Lease as of the day and year first above written.

CITY OF LONG BEACH,
a municipal corporation

By

John E. Dever, City Manager

"City"
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form this

Long Beach Airport Business Park,
a California general partnership

By: Signal Development Corporation,
a California corporation
(General Partner)

By:

(Title)

By:

(Title)

By: Carlton Browne and Company,
Incorporated, :
a California corporation
(General Partner)

. By:

(Title)

(Title)

"Developer™

This Short Form Ground Lease is hereby approved as to
day of ¢ 198_.

ROBERT W. PARKIN,
City Attorney

By

Roger P. Freeman, Deputy




STATE OF CALIFORNIA
Ss.

et

COUNTY OF LOS ANGELES

On ; before me, the under-
signed, a Wotary Public in and for said State, personally
appeared JOHN E. DEVER, personally known to me to be the.person
who executed the within instrument as CITY MANAGER of the City of
Long Beach, a municipal corporation and acknowledged to me that
the municipal corporation executed it.

WITNESS my hand and official seal.

SIGNATURE:

(SEAL)

STATE OF CALIFORNIA

— Nt N

ss.
COUNTY OF ORANGE
On r 198_, before me, the under-
signed, a Notary Public in and for said State, personally
appeared , and

personally known to me (or proved to me on the basis of
satisfactory evidence) to be the persons who executed the within
instrument as and '
respectively, of SIGNAL DEVELOPMENT CORPORATION, the corporation
that executed the within instrument, said persons being known to
me to be the persons who executed the within instrument on behalf
of said corporation, said corporation being known to me to be one
of the general partners of LONG BEACH AIRPORT BUSINESS PARK, the
general partnership that executed the within instrument and
acknowledged to me that such corporation executed the same both
individually and as a general pvartner of said general partnership
and that such general partnership also executed the same.

WITNESS my hand and official seal.

Notary Public

(éEAL)



STATE OF CALIFORNIA

Nt et

sSs.
COUNTY OF ORANGE
On r 198 _, before me, the under-
signed, a Notary Public in and for said State, personally
appeared , and

personally known to me (or proved to me on the basis of
satisfactory evidence) to be the persons who executed the within

instrument as and
respectively, of CARLTON BROWNE & COMPANY, INCORPORATED, the
corporation that executed the within instrument, said persons
being known to me to be the persons who executed the within
instrument on behalf of said corporation, said corporation being
known to me to be one of the general partners of LONG BEACH
AIRPORT BUSINESS PARK, the general partnership that executed the
within instrument and acknowledged to me that such corporation
executed the same both individually and as a general partner of
said general partnership and that such general partnership also

executed the same.

WITNESS my hand and official seal.

Notary Public

(SEAL)
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LEASE AGREEMENT -

(Parcel 12 of Parcel Map No. 15307 of Business Park)

By and Between

CITY OF LONG BEACH,
a municipal corporation

" C‘l tyll

and

LONG BEACH AIRPORT BUSINESS PARK,
a California general partnership

"Developer"

CITY OF LONG BEACH, CALIFORNIA
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LEASE AGREEMENT
(Parcel 12 of Parcel Map No. 15307 of Business Park)

THIS LEASE AGREEMENT (Parcel 12 of Parcel Map No. 15307

of Business Park) ("Lease") is made as of the 10th day of
March » 1983 (but shall be deemed at all times mentioned

herein and for all purposes mentioned herein to relate back to
April 23, 1981, the date of the Master Ground Lease described in
Section 1.1 below), by and between LONG BEACH AIRPORT BUSINESS
PARK, a California general partnership composed of CARLTON BROWNE
AND COMPANY, INCORPORATED, a California corporation ("CB&C"), and
SIGNAL DEVELOPMENT CORPORATION, a California corporation ("SDC"),
which general partnership is hereinafter referred to as
"Developer" and the CITY OF LONG BEACH, a municipal corporation
(hereinafter referred to as "City"). City and Developer hereby
agree as follows:

1. SUBJECT OF LEASE:

1.1 Purpose of Lease. The purpose of this
Lease is to provide for the lease and improvement of certain
premises, hereinafter described (the "Premises"), as a portion of
a business park. The business park and a certain Fixed Base
Operations facility located next to the business park are herein-
after collectively referred to as the "Project”. This Lease is
intended to replace and supersede as to the Premises only that
certain unrecorded Lease Agreement dated April 23, 1981, executed
by the Developer and the City (the "Master Ground Lease"), a
short form of which Master Ground Lease was recorded on August 6,
1982, as Instrument No. 82-795499 of the Official Records of the
Los Angeles County, California Recorder. This Lease shall have
the same priority as to title with respect to the Premises
described on attached Exhibit "A" as the Master Ground Lease.
Any and all subleases entered into by Developer with respect to
the Premises shall automatically be subject and subordinate to
this Lease. Exhibit "E" to the Master Ground Lease provides for
the segregation of the Master Ground Lease. This Lease (which
might be thought of as a mini master ground lease) is intended to
segregate the Premises from the Master Ground Lease in accordance
with said Exhibit "E". This Lease is entered into in order to
develop such portion of the Project and not for speculation in
land holding. The development of such portion of the Project
pursuant to and as contemplated by this Lease is in the vital and
best interests of City and in accord with the public purposes and
provisions of applicable State and local laws and requirements
under which the Project is to be undertaken.

, 1.2 Lease of Premises. City hereby leases
to Developer and Developer takes and hires from City the Premises
which are legally described on Exhibit "A" and illustrated and
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designated on the site map of the Project as Exhibit "B", both of
which are gttached hereto and made a part hereof, upon the terms
and conditions hereinafter set forth.

1.3 Lease of Adjacent Premises. As of
April 23, 1981, City leased to Developer certain real property
known as the Fixed Base Operations parcels, which real property
is legally described in the attached Exhibit "C". Said lease is
hereinafter referred to as the "Adjacent Parcel Lease".

_ 1.4 Option to Lease. This Lease, the
Adjacent Parcel Lease, the Master Ground Lease (as well as all

other mini master ground leases into which the Master Ground
Lease has been or will be segregated) have been executed and
delivered pursuant to and as contemplated by that certain Option
and Lease Agreement dated April 23, 1981 by and between City and
Developer (the "Option") and are intended to modify and replace
said Option and the rights and obligations of the parties
thereto.

1.5 Parties to the Agreement.

1.5.1 City. City is a municipal
corporation organized and existing under the laws of the State of
California. The principal office of City is located at City
Hall, 333 West Ocean Boulevard, Long Beach, California 90802.

The term "City" as used in this Lease includes the City of Long
Beach, California, and any assignee of or successor to its
rights, powers and responsibilities.

1.5.2 Developer. Developer is a
general partnership consisting of SDC, with a principal place of
business at 17890 Skypark Circle, Irvine, California 92714, and
CB&C, with a principal place of business at 3191-A Airport Loop
Drive, Costa Mesa, California 92626, The principal place of
business of Developer is 17890 Skypark Circle, Irvine, California

92714.

A General Partnership Agreement has
been executed by SDC and CB&C, an executed copy of which has been
delivered to City. SDC and CB&C agree, upon request, to provide
City with any amendments to this General Partnership Agreement
made and entered into during the term of this Lease, so long as
Long Beach Airport Business Park, a California general partner-
ship, is the party acting as Developer under this Lease. SDC and
CB&C represent and acknowledge that each one is jointly and
severally liable to City under this Lease.

1.5.3 Association by Developer.
Notwithstanding any other provision hereof, Developer reserves
the right, at its discretion, to join and associate with other
entities in joint ventures, partnerships or otherwise for the
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purpose of acquiring and developing the Premises, and may assign
this Lease to any such entity; provided that Developer continues
to manage the development and operation of the Premises and will
remain fully responsible to the City as provided in this Agree-
ment, unless released from liability under Section 5.1 below. As
used herein, manage shall mean to direct or supervise the opera-
tion and execution of the development of the Premises and to have
authority to act for and bind the entity in all dealings with the
City under this Lease. This definition shall not be deemed to
require Developer to retain absolute discretion or policy making
authority.

1.6 Definition of Terms.

1.6.1 Premises. The term "Premises"
as used in this Lease means those certain premises legally
described on Exhibit "A" attached hereto and illustrated and
designated on the site map attached hereto as Exhibit "B".

1.6.2 Business Park. The term
"business park" as used in this Lease means that certain real
property of approximately 42.61 acres legally described as
Parcels 1 through 12, inclusive, of Parcel Map No. 15307, in the
City of Long Beach, County of Los Angeles, State of California,
as filed in Book 159, pages 50 through 53, inclusive, of Parcel
Maps of Los Angeles County, except therefrom, all oil, gas and
other hydrocarbons in and under said land, but without the right
to use the surface, or subsurface of said land above a depth of
100 feet, as reserved by Bixby Land Company, a corporation, in
deeds recorded in Book 18884, page 347, in Book 24554, page 211,
in Book 28612, page 328, in Book 38790, page 367, in Book 46180,
page 52, in Book 49399, page 406, in Book D-721, page 156 and in
Book 37202, page 308, all of Official Records, and as reserved by
Wheeler F. Chase in deed recorded in Book 41754, page 423,
Official Records of said county.

1.6.3 Project. The term "Project" as
used in this Lease means the business park as well as a certain
Fixed Base Operations facility located next to the business
park. The Fixed Base Operations facility contains an area of
approximately 10.00 acres and is legally described on Exhibit "C"

attached hereto.

2. TERM:

. The term of this Lease shall commence on the
8th day of July, 1982, and shall continue thereafter for a period
of fifty (50) years.



3. RENT:

The rent provision contained in this Article 3
was originally contained in the Master Ground Lease and it
applied to the entire business park portion of the Project. (The
business park does not include the Fixed Base Operations
parcels.) 1In segregating the Master Ground Lease, City and
Developer have agreed that the rent for the segregated Premises
described on attached Exhibit "A" shall be a percentage of the
rent originally contained in the Master Ground Lease for the
entire business park. Thus, notwithstanding anything to the
contrary hereinafter contained in this Article 3 or otherwise in
this Lease, City and Developer hereby agree that the rent under
this Lease is and shall be _55/100 percent ( .55 %) of all rent
provided for in this Article 3 and otherwise in this Lease.

3.1 . Minimum Lease Payment. From commence-
ment of the term of this Lease, the basic rental payment shall be
as follows:

(a) First year: ONE HUNDRED SIXTY-

SEVEN THOUSAND THREE HUNDRED THIRTY DOLLARS ($167,330.00), pay-
able in installments on the last day of each calendar quarter.

(b) Second year: THREE HUNDRED
THIRTY~-FOUR THOUSAND SIX HUNDRED SIXTY DOLLARS ($334,660.00),
payable in installments on the last day of each calendar quarter.

(c) Third year: FIVE HUNDRED ONE

THOUSAND NINE HUNDRED NINETY DOLLARS ($501,990.00), payable in
installments on the last day of each calendar quarter.

e v (a) Fourth through fourteenth
years, inclusive: SIX HUNDRED SIXTY-NINE THOUSAND THREE HUNDRED
TWENTY DOLLARS ($669,320.00), payable in installments on the last
day of each calendar guarter. The term "calendar quarter" as
used herein shall mean the calendar quarters ending on the last
days of March, June, September and December of each calendar
year. Rental and rental adjustments applicable to only a portion
of a calendar quarter shall be appropriately prorated on a per

diem basis.

3.2 Rental Adjustment.

(a) Beginning on the fifteenth
(15th) anniversary of the first day of the term of this Lease,
the base rental payable for the business park shall be adjusted
in the manner provided in the formula set forth herein.
Thereafter, rental adjustments shall occur on the fifth (5th)
anniversary of said initial rental adjustment. Said dates shall
be referred to for convenience as "adjustment dates".



' {(b) At each rental adjustment date,
the rental paid the previous year shall be adjusted to reflect
the sum of the annual increases and/or decreases in the Unitad
States Department of Labor, Bureau of Labor Statistics, all Urban
Consumers, Consumer Price Index, Subgroup, "All Items", for the
Los Angeles-Long Beach-Anaheim Area (1967 equals 100), during the
adjustment period, provided, however, that the maximum increase
or decrease in any given year shall be eight percent (8%). The
sum of the annual increases and decreases during the adjustment
period shall be added to the rental paid in the previous year.
The resulting total shall be the cumulative rental.

{c) Said adjustment shall be based
upon the formula R =S + (T x U), where R equals the annual
rental payable following each such rental adjustment, S equals
the annual rental payable for the business park immediately prior
to the rental adjustment date, for which such adjustment is being
made, T equals the annual rental payable immediately prior to the
first such rental adjustment date, and U equals the sum of said
percentage increases and/or decreases; provided that such adjust-
ment for the first rental adjustment date shall be based upon the
formula R = S + ($167,330 x V1) + ($334,660 x V2) + ($501,990 x
V3) + (T x V4), where V1 equals the said percentage increase or
decrease for the first twelve (12) month period, V2 equals the
said percentage increase or decrease for the second twelve (12)
month period, V3 equals the said percentage increase or decrease
for the third twelve (12) month period, and V4 equals the sum of
said percentage increases and/or decreases for the fourth through
the fourteenth such twelve (12) month periods. For example, the
maximum annual rental payable from and after the first rental
adjustment date shall be $669,320 + $13,386 + $26,773 + $40,159 +
$589,002 = $1,338,640. Continuing with this example, if the
annual rental for the business park payable following the first
rental adjustment date is $1,338,640 per annum and if the said
Consumer Price Index for the first twelve (12) month period
following such rental adjustment date increases by ten percent
(10%), for the second twelve (1l2) month period following such
date decreases by two percent (2%), for the third twelve (12)
month period following such date increases by seven percent (7%),
for the fourth twelve (12) month period following such date
increases by nine percent (9%), and for the fifth twelve (12)

. month period following such date increases by thirteen percent
({13%), the annual rental payable would be $1,338,640 + [$669,320
x 8% - 2% + 7% + 8% + 8%)] = $1,532,743. Changes in the said
Consumer Price Index for any twelve (12) month period shall be
computed by comparing the said Index figure for the month
preceding the commencement of said twelve (12) month period.

(d) If the said Consumer Price
Index ceases to exist, the parties shall substitute any official
index published by the Bureau of Labor Statistics, or successor
or similar governmental agency, as may then be in existence and
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shgll be most nearly equivalent thereto. If any such rental
adjustment cannot be computed as of a rent adjustment date,
Developer shall continue to pay the annual rental theretofore
payable until sgch rental adjustment can be computed, at which
time an appropriate adjustment shall be made between the parties

in.order to effectuate such rental adjustment as of said rental
adjustment date.

' o 3.3 Additional Rental Adjustments. The
Basic Minimum Rent payable for the Project shall be subject to
further adjustments and/or temporary abatements as follows:

(a) The EIGHT HUNDRED THOUSAND
DOLLAR ($800,000) annual minimum base rent provided for the
Project under the Option (a portion of which has been allocated
to the business park by this Lease) has been computed based upon
the.following assumptions regarding the permitted uses of the
Project:

Use Units Planned
Financial/restaurant 38,333 sq.f¢t.
Garden office 197,498 sqg.ft.
Hotel rooms 200 rooms
Airport-oriented office 89,951 sqg.ft.
Multi-use space _ 211,039 sq.ft.
Tie-downs and Hangar Sopace Equivalent of

150 spaces for
single engine
aircraft

In the event (i) that Developer is unable to obtain any of the
discretionary governmental permits and/or approvals for the
improvement of the Premises required to construct the above-
described improvements within the Project, and, as a result
thereof, it is delayed and/or prevented from the construction of
such improvements upon the Premises; or (ii) that such discre-
tionary permits and/or approvals are “Subject to terms and condi-
tions imposed by City other than pursuant to agreements with or
to comply with the laws of the State of California and the United
States, in addition to those contemplated by the PD-2 Ordinance
applicable to the Project first enacted by the City of Long Beach
prior to the commencement of the term of this Lease (references
in this Lease to a PD-2 Ordinance shall be deemed a reference to
the PD-2 Ordinance enacted by City during the term of the Option,
but prior to the commencement of the term of this Lease, or to
any zoning ordinance enacted in replacement of such PD-2
Ordinance), that increase Developer's costs, the base minimum
rent shall be equitably reduced based upon the proportionate
reduction in the fair market value of the Premises valued for the
types and quantities of uses that Developer is permitted to
develop within the Premises, as compared to the fair market value
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valued for the types and quantities of uses contemplated above,
in the case of (i) above, or based upon the additional develop-
ment costs resulting in reduction of the fair rental value of the
Premises below the rental for the fourth lease year as set out in
Section 3.1 and the effect of such costs upon the fair market
value of the Premises in the case of (ii) above. In the case of
(i) above, such adjustment shall become effective upon the first
to occur of the date Developer is denied any such governmental
permit or approval and such denial becomes final or the date the
applicable PD-2 Ordinance or other governmental law, rule and/or
regulation preventing the construction of the ‘types and quan-
tities of improvements upon the Premises described above becomes
effective. In the case of (ii) above, such adjustment shall
become effective upon Developer's incurring the additional
development costs as a result of the matters described therein.
For example, in the event that that portion of the Project to be
improved with a two hundred (200) room hotel can only be improved
with a one hundred fifty (150) room hotel and a five thousand
(5,000) square foot office building by reason of an amendment to
the applicable PD-2 Ordinance, that portion of the minimum rental
applicable to such portion of the Project shall be reduced if
necessary in the proportion that the fair market value of such
portion of the Project, valued for uses permitted by the applic-
able PD-2 Ordinance and this Lease bears to the fair market value
of such portion of the Project valusd as though the applicable
PD-2 Ordinance permitted the construction of a two hundred (200)
room hotel, such adjustment to become effective upon the date
that such amendment to the applicable PD-2 Ordinance becomes
effective. Any computation of the portion of the minimum rental
to be allocated to such portion of the Project shall be made
pursuant to the attached Exhibit "E". For the purposes of this
Lease any Fixed Base Operation buildings constructed upon the
premises demised by the Adjacent Parcel Lease, shall be included
within the use category designated as "Multi-use space" above,
but airplane hangar space shall not constitute a portion of the
211,039 square feet described above. An appropriate adjustment
shall be made to Section 17.1 in the event that the rental
payable hereunder is adjusted pursuant to subclause (i) of this

paragraph.

In the event City and Developer are unable to reach
agreement upon the amount of any rental adjustment to be made
pursuant to this Section 3.3(a), the matter shall be determined
by submitting the dispute to arbitration in accordance with the
rules of the American Arbitration Association. Pending the
determination of such dispute, through such arbitration pro-
ceedings, Developer shall continue to pay the rent otherwise
payable hereunder, provided that upon the determination of such
rental adjustment, any overpayment of rent shall be reimbursed

Developer, upon demand.



. {b) In the event that Developer's
improvement and development of the Premises, in whole or in part,
is delayed by reason of any governmental moratoriums, or by
reason of any legal actions or other proceedings instituted to
challenge or contest the validity and/or issuance of any govern-
mental permits or approvals required by Developer, or by reason
of any default hereunder on the part of City, the Basic Minimum
Rent payable under Section 3.1 above shall be equitably abated in
a reasonable manner, while such delay continues in effect. Not-
withstanding the foregoing, should any delay resulting from legal
actions or other proceedings instituted to challenge or contest
the validity and/or issuance of any such governmental permit
occur during the lease term, including delays from acts occurring
during the option period under the Option: (1) the rental abate-
ment otherwise permitted by this paragraph (b) shall be reduced
by one-half (1/2) if such delay is in excess of six (6) months
(as measured from the date rentals hereunder or option payments
under the Option attributable to the Premises are abated by
reason of such delay) such reduction to begin on the commencement
of the seventh month of such delay; (2) such one-half (1/2) of
the rental adjustment so payable as provided for in (1) above
shall be paid into an interest-bearing escrow account for a
period not to exceed three (3) years. Developer may terminate
this Lease at its option at any time prior to the end of such
third year while such delay continues. Upon the last day of said
third year, Developer shall elect to resume paying the full
amount of rental due as specified in Section 3.1 hereof, or shall
terminate this Lease as of that date as to the affected portion
of the Premises. Developer shall advise City of its election to
pay rent or terminate on or before the last day of said third
year. Termination by Developer hereunder shall be accomplished
by giving written notice of such termination to City and in such
event, such portion of the Premises shall be reconveyed to City,
together with and subject to any rights, powers and easements
established by any "Declaration" as defined in the attached
Exhibit "E", provided that Developer complies with all conditions
set forth in said Exhibit "E" to the division of this Lease into
two separate new leases, one of which new leases would demise the
portion of the Premises with respect to which this Lease is being
terminated. If Developer elects to continue this Lease and
resume paying the full rental then due, all monies in the above-
described escrow account, including interest thereon, shall be
paid to City. 1If Developer elects to terminate this Lease as to
the affected portion of the Premises any time permitted by this
Section 3.3(b), all monies in said escrow account, including
interest thereon, shall be returned to Developer, less City's
reasonable expenses incurred in defending any legal action
causing the delay described herein upon any such termination, any
portion of the security deposit described in Section 17.1.1 below
applicable to such terminated portion of the Premises shall be
returned to Developer and the Basic Minimum Rent payable here-
under shall be reduced by the amount of the Basic Minimum Rent
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attributable to the portion of the Premises with respect to which
this Lease is being terminated, computed as provided in the
attached Exhibit "E".

4. ENCUMBRANCES :

4.1 Right to Encumber. During the term of
this Lease, Developer may mortgage, pledge, assign or encumber,
for security purposes only, Developer's interest under this Lease
and the leasehold estate hereby created to a "lender on the
security of the leasehold estate", as defined in Section 4.3
below, and in that connection may perform any and all acts and
execute any and all instruments necessary and proper to consum-
mate any loan, or other secured transactions and perfect the
security therefor to be given such lender on the security of the
leasehold estate.

4.2 Lender's Rights. Any such lender on
the security of the leasehold estate shall have the right at any
time dquring the term hereof:

(a) To do any act or thing required
of Developer hereunder and all such acts or things done and per-
formed shall be as effective to prevent a forfeiture or termina-
tion of Developer's rights hereunder as if done by the Developer.

(b) To realize on the security
afforded by the leasehold estate and to acquire and succeed to
the interest of Developer hereunder by judicial foreclosure or by
private power of sale proceedings under any mortgage or deed of
trust and to convey or assign the title to the leasehold estate
created hereby to any purchaser at a foreclosure or trustee's
sale and to acguire title in its own name or in the name of its
nominee by assignment in lieu of foreclosure.

(c) Pending any foreclosure of its
lien, to take possession of and operate the Premises performing
all obligations performable by Developer.

(d) In the event of a default by
Developer in the payment of an installment of rent hereunder, to
pay such rent to City and such rent payments alone, without
further requirement, shall be sufficient to prevent a termination
or forfeiture of the leasehold estate created hereby or of
Developer's right to possession; provided, however, that such
right to cure such default and thereby prevent such termination

or forfeiture shall exist only for a period of ninety (90) days
after notice of such défault has been given by City to such

lender and only as to those lenders who have notified Ci;y of
their respective interests in the Premises, as provided in

Section 4.4 hereof.



(e) In the case of any other
default by Developer, City will take no action to effect a
termination of this Lease or of Developer's right to possession
by reason thereof until City shall have given to each such lender
having so notified City as provided in Section 4.4 below a
reasonable time after the expiration of Developer's grace period
for curing such default within which either (i) to cure such
default, if such default is susceptible of being cured by the
lender without such lender's obtaining possession of the
Premises, or (ii) to obtain possession of the Premises (including
possession by a receiver) and to cure such default, in the case
of a default, which is susceptible of being cured by the lender
only when the lender has obtained possession thereof, or (iii) to
institute foreclosure proceedings and to complete such fore-
closure proceedings or otherwise acquire Developer's interest
under this Lease with reasonable and continuous diligence in the
case of a default which is not susceptible of being cured by such
lender; provided, however, that any such lender shall not be
reguired to continue such possession or continue such foreclosure
proceedings if the default which prompted the service of such a
notice has been cured.

(£) The time available to any
lender entitled to such notice from City to initiate foreclosure
or power of sale proceedings as aforesaid shall be deemed
extended by the number of days of delay occasioned by other
circumstances beyond the lender's control, but such extension
shall not release such lender from the reguirement that it cure
rental defaults, as herein provided, to prevent City's termin-
ation of this Lease.

(g) During the period that any such
lender shall be in possession of the Premises and/or during the
pendency of any foreclosure proceedings instituted by any lender,
the lender shall pay or cause to be paid the rent specified in
Article 3 above and all other charges of whatsoever nature pay-
able by Developer hereunder which have been accrued and are
unpaid and which will thereafter accrue during said period
(subject to the sixty [60] day notice and right to cure provision
provided in Section 17.6.1 below which shall be applicable to any
failure by such lender to pay such sums). Such lender shall not,
however, be required to pay the rent or other charges under the
Adjacent Parcel Lease, or any new lease into which the Adjacent
Parcel Lease may be divided pursuant to Paragraph 13 of the
Miscellaneous Addendum attached to the Adjacent Parcel Lease.
Following the acquisition of Developer's leasehold estate by the
lender, or its designee, or any third party either as a result of
judicial foreclosure or trustee sale proceedings or acceptance of
an assignment in lieu of foreclosure, the lender or party
acquiring title to Developer's leasehold estate shall, within
thirty (30) days, commence the cure of all defaults hereunder to
be cured and thereafter diligently process such cure to comple-
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tion, except such defaults which cannot, in the exercise of
reasonable diligence, be cured or performed by the lender or
party acquiring title to Developer's leasehold estate (and also
except any defaults under the Adjacent Parcel Lease, or any new
lease into which the Adjacent Parcel Lease may be divided pur-
suant to Paragraph 13 of the Miscellaneous Addendum attached to
the Adjacent Parcel Lease), whereupon City's right to effect a
termination of this Lease based upon the default in question
shall be deemed waived. Any default not susceptible of being
cured by the lender or party acquiring title to Developer's
leasehold estate shall be, and shall be deemed to have been,
waived by City upon completion of the foregoing proceedings or
acquisition of Developer's interest in this Lease by any pur-
chaser (who may, but need not be, any lender) at the foreclosure
or trustee's sale, or who otherwise acquires Developer's interest
by virtue of the lender's exercise of its remedies, except that,
if the default is curable by action of the City, City may, upon
thirty (30) days' prior written notice to Developer at its sole
option, enter into the property and cure the default and charge
any cost of such action to Developer. UWotwithstanding the
foregoing, any defaults by Developer in the performance of its
indemnification and hold-harmless covenants under this Lease and
defaults under the Adjacent Parcel Lease, or any new lease into
which the Adjacent Parcel Lease may be divided, shall be deemed
to be defaults not susceptible of being cured by the lender or
party acquiring title to Developer's leasehold estate and City
may not cure any such default and charge the cost of such action
to any such lender or other party acquiring title through
judicial or trustee's sale proceedings or by deed in lieu of
assignment, their successors or assigns, or acquiring a new
leasehold under Section 4.6, but may recover said costs from any
of the parties liable hereunder. City may not recover costs from
the Developer under this Lease which are incurred to cure
defaults under any other lease in effect as a result of the
segregation procedure set forth in Section 2 of Exhibit E to the

Master Ground Lease.

(h) All notices by City to any
lender shall be given by registered or certified mail, return
receipt requested, addressed to the lender at the address last
specified in writing to City by the lender.

(i) However, if any such lender
shall fail or refuse to comply with any and all of the conditions
of this Section, then and thereupon City shall be released from
its covenant of forbearance with such lender herein contained.

- 4.3 Lender Defined. The term "lender on
the security of the leasehold estate" or "lender" as used in this
Lease shall mean the mortgageee under any mortgage, or the
beneficiary under any deed of trust encumbering the leasehold
estate of Developer or Developer's interests therein (including
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the assignee or successor of any such mortgagee, or trustee of
any such mortgage or deed of trust and the holder of any
promissory note, bond or other evidence of indebtedness or
agreement secured thereby), and delivered for the purpose of
securing te such mortgagee, trustee or beneficiary payment of any
indebtedness incurred by Developer and/or the performance of any
obligation to be performed by Developer and secured by such
mortgage or deed of trust. Such terms may include the
beneficiary under a purchase money deed of trust and other
secured parties coming within the above definition, whether or
not they have loaned funds to Developer.

4.4 Notice. City's obligations to observe
its covenants of forbearance in this Article for the benefit of
any lender on the security of the leasehold estate, except as may
be otherwise provided by law, shall be conditioned upon there
having been first delivered to the Airport Manager of the City of
Long Beach, a written notice of such encumbrance which shall
state the name and address of such lender for the purpose of
enabling notices to be given under Section 4.2 above.

4.5 Request for Notice. Upon and imme-
diately after the recording of any trust deed encumbering
Developer's leasehold estate, Developer, at Developer's expense,
shall cause to be recorded in the Office of the Recorder of Los
Angeles County, California, a written request for notice under
Section 2924(b) of the California Civil Code that a copy of any
notice of default and a copy of any notice of sale under such
deed of trust be delivered to City as provided for under Section
2924(b) of the California Civil Code. Such regquest shall be
executed by City. <Concurrently with Developer's forwarding such
notice to City for execution, Developer shall furnish to City a
complete copy of the trust deed and the note secured thereby,
together with the name and address of the holder thereof.

4.6 New Lease. In the event that this
Lease is terminated or cancelled for any reason, any lender on
the security of the leasehold estate holding a Deed of Trust that
is a first and senior lien upon Developer's leasehold estate
shall have the right, within sixty (60) days of receipt of notice
of such termination, to demand a new lease to replace this Lease
covering the Premises for a term to commence on the date of
procurement by City of possession of the Premises and to expilre
on the same date as this Lease would have expired if it had
otherwise continued uninterrupted until its scheduled date of
termination, and containing all of the same rights, terms,

unexpired options, covenants, considerations and obligations as
set forth in this Lease. Such new lease shall be executed and

delivered by City to such lender within sixty (60) days after
receipt by City of written notice from the lender of such
election and upon payment by such lender of all sums owing by
Developer under the provisions of this Lease (less the rent and
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other income actually collected by City in the meantime from any
subtenants or other occupants of the Premises and exclusive of
any sums owing under the Adjacent Parcel Lease or any new lease
into which the Adjacent Parcel Lease or any new lease into which
the Adjacent Parcel Lease may be divided pursuant to Paragraph 13
of the Miscellaneous Addendum attached to the Adjacent Parcel
Lease) and upon performance by the lender of all other obliga-
tions of Developer under the provisions of this Lease with
respect to which performance is then due and which are suscep-
tible of being cured by the lender. After such termination or
cancellation of this Lease and prior to the expiration of the
period within which any such lender may elect to obtain such new
lease from City, and following any such election to obtain such a
new lease, City shall refrain from terminating any existing
sublease and from executing any new subleases or otherwise
encumbering the real property demised hereby without the prior
written consent of lender and City shall account to such lender
for all rent collected from subtenants during such period. Any
new lease granted any such lender shall enjoy the same priority
in time and in right as this Lease over any lien, encumbrance or
other interest, power and privileges of Developer hereunder in
and to the Premises, including specifically, without written
limitation, the assignment of Developer's interest in and to all
then existing subleases and sublease rentals and (subject to
Sections 5.3 and 17.9) the automatic vesting of title to all
buildings, improvements and appurtenances, as well as to all
equipment, fixtures and machinery therein until the expiration or
termination of the term thereof. Such new lease shall provide
with respect to each and every sublease which immediately prior
to the termination of the term of this Lease was superior to the
lien of the lender executing the new lease as tenant, or as to
which such lender has executed a non-disturbance agreement, that
such tenant thereunder shall be deemed to have recognized the
subtenant under the sublease pursuant to the terms of the
sublease, as modified by any applicable non-disturbance or
attornment agreement, as though the sublease had never termin-
ated, but had continued in full force and effect after the
termination of the term of this Lease, and to have assumed all of
the obligations of the sublessor under the sublease accruing from
and after the termination of the term of this Lease; except that
the obligation of the new tenant, as sublessor, under any cove-
nant of quiet enjoyment, express or implied, contained in any
such sublease, shall be limited to the acts of such tenant and
those claiming by, under and through such tenant.

; 4.7 Consent of Lender. Without the prior
consent of any lender on the security of the leasehold estate
having given City notice of its interest in the Premises under
Section 4.4 above, this Lease shall not be surrendered, can-
celled, terminated or amended (except with respect to termination
pursuant to any eminent domain proceedings concerning the whole
of the Premises, as provided in Article 10 and except pursuant to

-13-



Section 17.6.8 after compliance with the reguirements of Section
4.2) and no agreement purporting to surrender, cancel, terminate
or amend this Lease shall be valid or effective unless such
lender shall first have consented thereto. In order to facili-
tate any financing or refinancing by Developer which involves the
hypothecation of Developer's leasehold estate and rights here-
under, City, if requested so to do by Developer, agrees to join
in executing any and all instruments which legal counsel for any
lender which is or may become the holder of a lien that is a
first lien and charge upon the leasehold estate of Developer may
reasonably require in order: (i) to grant to the lender or
prospective lender the right to act for Developer in enforcing or
exercising any of Developer's rights, options or remedies under
this Lease; (ii) to amend the provisions of this Lease which
relate to the application of Developer's portion of any insurance
proceeds or condemnation award as may reasonably be requested by
any lender; and (iii) to more fully assure the lender's right to
secure the hypothecation of the leasehold estate of Developer,
provided that in no event shall City be required to incur any
personal liability for the repayment of any obligations secured
by any such hypothecation of the leasehold estate of Developer
nor to subordinate the City's rights and reversionary interests
in and to the Premises to any such hypothecation.

4.8 No Merger. WNo merger of Developer's
leasehold estate into City's fee title shall result by reason of
the ownership of City's or Developer's estates by the same party
or by reason of any other circumstances, without the prior
consent of any and all lenders on the security of the leasehold
estate.

4.9 Lender's Liability. In the event that
any lender on the security of the leasehold estate obtains title
to the leasehold estate or to any part thereof by sale through
judicial or trustee's sale foreclosure proceedings or by deed
given in lieu of foreclosure, such lender may thereafter (i)
assign this Lease one time without City's approval and such
lender and any person or entity ascquiring the Developer's
interest hereunder from such lender shall be liable to perform
the obligations imposed on Developer by this Lease only during
the period such person has ownership of the leasehold estate
created hereby or possession of the Premises, and (ii) sublet the
Premises free of the restrictions in Section 5.2.1 of this
Lease. Thereafter, any assignment shall be invalid unless City
shall have first consented thereto in accordance with Section 5.1
below. Such consent shall not be unreasonably withheld. Any
assignee of such lender shall, however, be subject to the terms
and provisions of Sections 5.1 and 5.2.1 below. The rights and
privileges under this Lease of any lender on the security of the
leasehold estate shall be subject to the rights and privileges of
any other lender on the security of the leasehold estate which
lien has priorty over the lien of such lender.

-14-



5. ASSIGNMENT AND SUBLETTING:

5.1 Assignment.

5.1.1 Developer. The qualifications
and identities of Developer are of particular concern to City.
It is because of those qualifications and identities that City
has entered into this Lease with Developer. Wo voluntary or
involuntary successor in interests shall acquire any rights or
powers under this Agreement except pursuant to an assignment or
transfer made with City's consent or expressly permitted by this
Lease to be made without City's consent.

5.1.2 Approval by City. Developer
may assign this Lease and its rights hereunder pursuant to
Section 1.5.3 above provided that the assignee is a partnership
or joint venture in which either Developer, or if Developer is a
partnership or joint venture, either all of its partners or
venturers, or poth CB&C and SDC is/are general partners or joint
venturers and provided that Developer continues to manage the
Premises as required by Section 1.5.3 above. Except for the
specific assignment permitted by the preceding sentence and the
assignment by a lender permitted by Section 4.3 above, Developer
may not assign this Lease or any interest herein without first
obtaining the written consent of City, which consent, subject to
Section 5.1.6 below, shall not unreasonably be withheld. City
may condition such consent upon any such assignee's, concurrently
with such assignment, executing and delivering to City an agree-
ment assuming and agreeing to perform the obligations of Devel-
oper under this Lease. Promptly following any such assignment,
Developer shall deliver to City a copy of such assignment,
together with a statement setting forth the following
information: :

(1) The name and address
of the assignee for the purpose of enabling notices to be given
under Section 17.2 below.

(ii) Whether the assignee
is an individual, a corporation or a partnership or a joint
venture, and, if such assignee be a corporation, the names of
such corporation's principal officers and of its directors and
State of incorporation, and, if such assignee be a partnership or
joint venture, the names and addresses of the members of such

partnership or venture.

The provisions of this Section 5.1.2 shall not be applicable to
assignments or transfers of the type described in subparagraphs
(i) through (viii) of Section 5.1.3 below, which shall not

require the consent of City.
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5.1.3 Other Transfers. 1In the event
that Developer is a partnership, joint venture or corporation,
any assignment of fifty percent (50%) or more of the partnership
or joint venture interests or outstanding capital stock of such
an entity shall constitute an assignment by Developer of this
Lease for the purposes of this Article and shall not be permitted
to occur without first obtaining the written consent of Clty,
which consent shall not unreasonably be withheld. The provisions
of this Section shall not be applicable to the following types of
assignments and transfers, which shall be permitted without the
prior consent of City.

(i) Assignments resulting
from the death or mental or physical incapacity of an individual.

(ii) A transfer or assign-
ment in trust for the benefit of a spouse, children, grand-
children or other family members.

(iii) Any other transfer by
operation of law.

: (iv) A transfer to an
"affiliated Corporation" as hereinafter defined. An "Affiliated
Corporation™ shall be (1) any corporation which owns fifty-one
percent (51%) or more of the outstanding capital stock of the
assigning corporation; or (2) any corporation, fifty-one percent
(51%) or more of the outstanding capital stock of which is owned
by the assigning corporation; or (3) any corporation, fifty-one
percent (51%) or more of the outstanding capital stock of which
is owned by a shareholder who also owns at least fifty-one
percent (51%) of the outstanding capital stock of the assigning

corporation.

(v) A transfer of stock
resulting from or in connection with a reorganization as con-
templated by the provisions of the Internal Revenue Code of 1954,
as amended or otherwise, in which the ownership interests of a
corporation are assigned directly or by operation of law to a
person or persons, firm or corporation which acquires the control
of the voting capital stock of such corporation or all or sub-
stantially all of the assets of such corporation.

(vi) A transfer of stock
in a publicly held corporation or of the beneficial interest in
any publicly held partnership or real estate investment trust.

{vii) A transfer or
aSSLgnment from one partner or joint venturer in Developer to
another or if Developer is a corporation, from one shareholder to
another; provided that the assignee assumes personal liability
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§°F the obligations of the transferring or assigning partner,
jJolint venturer or shareholder under this Lease.

{viii) A transfer by a
partner or venturer to a partnership or joint venture in-which
the assignor is a general partner or venturer.

5.1.4 Assignment Invalid. Any
transfer or assignment to which City's consent is required by
this Section 5.1 shall be void and shall confer no right or
occupancy upon the assignee unless and until such consent of City
is obtained.

5.1.5 No Release. Notwithstanding
any assignment by Developer permitted by Section 5.1 with City's
consent and notwithstanding any assignment by a partner or joint
venturer of Developer permitted by Section 5.1.3 with City's
consent or made without City's consent under Section 5.1.3 (vii)
above, the assigning party, including, without limitation,
Developer and CB&C and SDC shall remain fully liable for the
performance of all of the covenants to be performed by Developer
under this Lease to be performed prior to the effective date of
such assignment or the "Completion Date", as defined hereinbelow,
whichever last occurs, but shall be released from liability with
respect to the performance of such covenants to be performed
after the last to occur of such dates. City's approval or
consent to any such assignment or transfer shall not be a waiver
of any right to object to further or future assignments, but the
consent to each such successive assignment must be first obtained
in writing from City.

The term "Completion Date", as used herein, shall mean the date
that Developer completes its proposed construction of building
improvements upon the Premises and certificates of occupancy with
respect to such building improvements have been obtained.
Developer shall be deemed to have completed its proposed con-
struction of building improvements if ninety percent (903) of the
building square footage required to be constructed upon the
Premises by this Lease have been completed upon the Premises and
no unimproved building pads remain to be completed upon the

Premises.

5.1.6 addditional Restrictions. City
may withhold its consent to any assignment of this Lease to an
assignee, when such consent is required by Section 5.1.1 above,
unless the Adjacent Parcel Lease, and all new leases into which
the Adjacent Parcel Lease may have been divided pursuant to
Paragraph 13 of the Miscellaneous Addendum attached to the Adja-
cent Parcel Lease, are assigned to the same assignee concurrently
therewith., City may further withhold its consent to any
assignment of this Lease to an assignee, when such consent is
required by Section 5.1.1 above, unless the assignor's interest
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in all new leases then in effect as a result of the segregation
procedure set forth in Section 2 of Exhibit E to the Master
Ground Lease, 1s similarly assigned or transferred to the same
assignee. Provided, however, this Section 5.1.6 shall not be
applicable to the one-time lender assignment permitted in Section
4.9 hereof or to subsequent assignments involving the premises
which are the subject of such one-time lender assignment.

5.2 Subletting. Subject to Section 5.2.1
below, Developer shall be entitled, without the prior written
consent of City, to sublet the whole or any portion of the
Premises or the improvements constructed thereon by or under
Developer and, without limiting the foregoing, may establish a
leasehold condominium regime on the Premises, or portions
thereof, in accordance with the provisions of California law,
including California Civil Code Sections 783 and 1350-1360.
Developer shall, at all times, remain liable for the performance
of all of the covenants on its part to be so performed, notwith-
standing any subletting. None of the restrictions on assignments
in Section 5.1 above shall be construed as being applicable to
assignments or transfers by subtenants. Each sublease shall be
subject and subordinate not only to this Lease, but also to any
replacement lease made by City as provided in Section 4.6
above. If the term of this Leas2 shall end while any such
sublease is in effect, City may, at its option, for a period of
ninety (90) days thereafter, either terminate the said sublease
or succeed to all of the rights of Developer thereunder. Where
any sublease which is consistent with this Lease is approved by
City, City shall grant to the subtenant, under such an approved
sublease entered into in good faith and for reasonable consider-
ation, a right of gquiet enjoyment in recordable form (a "non-
disturbance agreement") during the term of the sublease, not-
withstanding the expiration, termination or cancellation of this
Lease; provided that (i) the term of the sublease, plus extension
or renewal options, does not extend beyond the term of this
Lease, (ii) such subtenant agrees that in the event this Lease
expires, terminates or is cancelled during the term of the sub-
lease, the sublease shall be deemed a direct lease between City -
and such subtenant and to attorn to City. 1In the event that City
objects to any proposed non-disturbance agreement or sublease,
City agrees to notify Developer in writing of such objection and
of its reasons for such objection within twenty (20) days of its
receipt of the proposed non-disturbance agreement and sublease.
Subject to the foregoing provisions of this Section 5.2, City
hereby approves generally of the form of non-disturbance
agreement attached hereto as Exhibit "D" and agrees not to
unreasonably withhold its approval to any modifications to such
agreement required by any subtenant to conform to the provisions
of its sublease or otherwise reasonably required by any
subtenant. Any approvals or grants of quiet enjoyment given or
made by City pursuant to this Section 5.2 shall be binding upon
City, its successors or assigns, including, without limitation,
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any person or entity succeeding to the interest of City by way of
judicial foreclosure or trustee's sale proceedings pursuant to
any mortgage or deed of trust, the lien or charge of which is
subject and subordinate to this Lease. The following provision
is added to this Lease as required by Exhibit "E", Section
2(d)(xiii) of the Master Ground Lease: If this Lease is for an
industrial/commercial planned unit development or condominium
development, the City's obligation to execute a non-disturbance
agreement with respect to any ground sublease with an owners
association of a parcel or parcels restricted to common area
usages shall not be affected because such ground sublease
provides for the payment of a rental amount agreed upon by City
and Developer which rent shall be allocated to this Lease (under
which such parcel or parcels are sublet to the owners
association).

Any sublease, with respect to which City agrees to
execute a non-disturbance agreement pursuant to this Section 5.2,
may be a sublease pursuant to which the subtenant is responsible
for the construction of the building improvements upon the
subleased premises (a "Ground Sublease" herein). Any Ground
Sublease may contain a hypothecation provision similar to Article
4 of this Lease for the benefit of the holder of any mortgage or
deed of trust constituting a lien on the subleasehold estate
created by virtue of the Ground Sublease. Any non-disturbance
agreement executed and delivered by City for the benefit of the
sublessee under a Ground Sublease shall specifically recite that
it is for the benefit of any such holder of a deed of trust or
mortgage constituting a lien on the subleasehold estate created
by such Ground Sublease; that the term "sublease" as used in the
non-disturbance agreement shall be deemed to include any new
sublease executed and delivered to any such holder of a first
deed of trust or first mortgage following a termination of the
sublease pursuant to a provision in the sublease similar to
Section 4.6 of this Lease, and that the term "sublessee" under
the non-disturbance agreement shall be deemed to include any
encumbrancer or other party succeeding to the sublessee under the
Ground Sublease by virtue of judicial or private power of sale
foreclosure proceedings or by delivery of an assignment in lieu
of foreclosure, or otherwise. Where City agrees to execute a
non-disturbance agreement for the benefit of the sublessee under
any Ground Sublease, such agreement shall be subject to the
obligations of the sublessee thereunder being no less than the
obligations of Developer hereunder with respect to the subleased

premises,

) 5.2.1 Restrictions on Sublease.
Develooer shall obtain City's prior written approval of the pro-
posed sublessee of any proposed Ground Sublease for any subleased
premises containing ten thousand (10,000) or more square feet o§
land area. Such approval shall not be required for a sublease 1n
connection with a sale of a condominium unit or building space
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containing less than ten thousand (10,000) square feet, or to the
subleasing by any owner's association of common area portions in
a planned unit development. Developer shall also obtain City's
prior written approval of any assignee or sublessee of any Ground
Sublease approved by City pursuant to this Section, except in the
case of an assignment or sublease of the type Developer is
permitted to enter by this Lease without City's consent or
approval. Any request for City to approve a sublessee (including
such an assignee or sub-sublessee) shall be accompanied by infor-
mation identifying the proposed sublessee, financial information
and a resume of relevant business experience sufficient for City
to evaluate such person or entity proposed as the sublessee, and
a copy of the proposed Ground Sublease, instrument of assignment
or sublease. City shall either approve or disapprove the pro-
posed sublessee in writing within fifteen (15) days after receipt
of the request and the required information. If such proposed
sublessee is not approved, the reasons therefor shall be stated
in the written notice of disapproval. If City fails to act
within said fifteen (15) day period, City shall be deemed to have
approved said proposed sublessee. City's approval when reguired
by this Section shall not unreasonably be withheld.

5.2.2 Consent to Sublease. The
approval of City to any sublease shall not be unreasonably
withheld. Prior to review of any proposed sublease, the
following information and assurances shall be provided to City:

(a) The name and address
of the sublessee for the purpose of enabling notices to be given.

(b) Whether the sublessee
is an individual, a corporation or a partnership, and if such
sublessees be a corporation, the names of such corporation's
principal officers and its directors and State of incorporation,
and if such sublessee be a partnership, the names and addresses
of the members of such partnership.

(c) Copies of any
proposed non-disturbance or attornment agreements.

5.3 Sale of Buildings. Developer shall
have the right to sell condominium units, buildings and other
improvements coanstructed pursuant to the terms of this Lease,
provided however, that such condominium units, buildings and
other improvements shall be and remain subject to the terms and
conditions of this Lease and shall be used and developed exclu-
sively in accordance herewith. No sale of such buildings shall
be valid unless this reguirement is expressly included in the

deed.
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5. INDEMNITY, INSURANCE, CASUALTY DAMAGE:

6.1 Indemnification and Hold Harmless.
Developer expressly agrees to defend, protect, indemnify and hold
harmless the City, its officers, agents and employees free and
harmless from and against any and all claims, demands, damages,
expenses, losses or liability of any kind or nature whatsoever
which City, its officers, agents or employees may sustain or
incur or which may be imposed upon them or any of them for injury
to or death of persons or damage to property arising out of or
resulting from the alleged acts or omissions of Developer, its
officers, agents or employees or in any manner connected with
this Lease or with the occupancy, use or misuse of the Premises
by Developer, its officers, agents, employees, subtenants,
licensees, patrons or visitors and Developer agrees to defend at
its own cost, expense and risk all claims or legal actions that
may be instituted against Developer or City, and Developer agrees
to pay settlements entered into with Developer's approval and to
satisfy any judgment that may be rendered against either
Developer or City as a result of any injuries or damages which
are alleged to have resulted from or be connected with this Lease
or the occupancy or use of the Premises by Developer or its
officers, agents, employees, subtenants, licensees, patrons or
visitors, except to the extent resulting from the negligent or
willful acts of City or any such indemnitee. This indemnifi-
cation shall be applicable both from and after the commencement
date of the Lease term and prior to such date from and after the
execution and delivery of the Option.

6.2 Insurance.

6.2.1 Liability Insurance. At all
times during the term of this Lease, Developer shall obtain and
maintain or cause to be obtained and maintained bodily injury and
property damage insurance by a combined single limit policy in an
amount of at least ONE MILLION FIVE HUNDRED THOUSAND DOLLARS
($1,500,000.00) naming the City of Long Beach and its officers,
members, agents and employees as co-insureds with Developer and
others designated by Developer. Developer shall also maintain
worker's compensation insurance in the amount required by
statute. Developer shall furnish City with duplicate originals
or certificates of such insurance. Said liability and property
damage insurance policy shall either contain a broad form of
contractual liability, or it shall have attached thereto an

endorsement providing for such coverage.

Prior to entry upon the Premises,
Developer shall deliver the policies of insurance required by
this Section 6.2, or certified photostatic copies thereof, to the
City of Long Beach Airport Manager for approval as to sufficiency
and for approval as to form by the City Attorney. When said
policies of insurance have been so approved, Developer shall
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substitute a certificate of insurance issued by the insurance
company or companies issuing such policies certifying that said
insurance coverage is in full force and effect and upon the °
filing of said certificate, the policies will be returned by City
to Developer, if Developer has deposited the original policies
with City. Said liability and property damage insurance policy
shall contain a provision substantially as follows:

"The inclusion hereof of any person or entity
as an insured shall not affect any right such
person or entity would have as a claimant
hereunder if not so included."

Notwithstanding any other provision to the
contrary contained in this Lease, Developer shall not have the
right to enter upon the Premises for any purpose whatsoever until
such certificate has been filed with the Airport Manager and with
City.

6.2.2 Fire and Extended Coverage.
Developer shall, at no cost or expense to City, keep insured for
the benefit of Developer and City, and such other parties, having
an insurable interest, as Developer may designate, the improve-
ments constructed by or under Developer upon the Premises against
loss or damage by fire and lightning and risks customarily
covered by extended coverage endorsement, in amounts not less
than one hundred percent (100%) of the actual replacement cost of
said improvements, exclusive of the cost of excavations,
foundations and footings. City shall be named as an insured
under any such policy. Such fire and extended coverages shall
also be required to be furnished by Developer during the
construction of improvements on the Premises as contemplated by
Article 7 below. Any loss payable under such insurance shall be
payable to Developer and such other parties having an insurable
interest in the property as Developer may designate and may be
endorsed with a standard mortgagee's loss payable endorsement in
favor of the holder of any first trust deed on Developer's
leasehold estate or on any Ground Sublease subleasehold estate.

6.2.3 General Reguirements.

6.2.4 Miscellaneous. The insurance
policies to be secured by Developer pursuant to this Section 6.2
shall be obtained from insurers having a rating in Best's
Insurance Guide of A-10, or better, (or a comparable rating in
any similar Guide, if Best's Guide is no longer published), and
shall require that the insurer give City notice of any modifi-
cation, termination or cancellation of any policy of insurance no
less than thirty (30) days prior to the effective date of such
modification, termination or cancellation. In addition,
Developer shall notify City of any modification, termination or
cancellation of any policy of insurance secured by Developer
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pursuant to this Section 6.2 as soon as Developer learns of any
such modification, termination or cancellation. The policy of
public liability and property damage insurance to be obtained
under Section 6.2.1 above shall stipulate that said policy
provides primary coverage and is not subordinate to nor con-
tributing with any other insurance coverage held or maintained by
City. The procuring of any such policy of insurance shall not be
construed to be a limitation upon Developer's liability or its
full performance on Developer's part of the indemnification and
hold harmless provisions of this Lease; and Developer understands
and agrees that, notwithstanding any such policy of insurance,
Developer's obligation to protect, indemnify and hold harmless
City under this Lease is for the Ffull and total amount of any
damage, injuries, loss, expense, costs or liabilities caused by
or in any manner connected with or attributed to the acts or
omissions of Developer, its officers, agents, employees,
licensees, patrons or visitors, or the operations conducted by
Developer, or Developer's use or misuse of the Premises, except
to the extent resulting from the negligent or willful acts of
City or any such indemnitee.

6.2.5 Blanket Policies. Nothing
contained in this Article shall prevent Developer from requiring
its subtenants, or any of them, or any other third party, to
provide the insurance reguired by this Article 6, nor prevent
Developer, or any of its subtenants, or any such third party from
taking out insurance of the kind provided for under this Article
under a blanket insurance policy or policies which cover other
personal and real property owned or operated by Developer or any
subtenant provided that the protection afforded City and
Developer under any policy of blanket insurance hnereunder shall
be no less than that which would have been afforded under a
separate policy or policies relating only to the Premises.

6.2.6 Self-Insurance. If a subtenant
is self-insured as a matter of such subtenant’'s usual and
customary business policy and such self-insurance is accepted by
institutional lenders, Developer may request City to waive the
insurance reguirement and to consent and permit such subtenant to
self-insure. 5Such request shall be accompanied by information
deemed necessary by City to review the request. Consent to self-
insure shall not be unreasonably withheld.

5.3 Damage or Destruction.

: 6.3.1 Restoration of Premises. 1If
any building or improvement on the Premises is totally or par-
tially destroyed or damaged as a result of any casualty, Devel-
oper shall either promptly repair, replace or rebuild such
building or other improvement at least to the extent of its wvalue
immediately prior to such occurrence, subject, however, to delays
resulting from force majeure, the cancellation of existing leases
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due to such casualty, settling with insurers and/or negotiating
new financing if necessary, or remove all damaged or destroyed
improvements and place the portions of the Premises from which
improvements are removed in a clean and level condition following
which all insurance proceeds attributable to such destruction or
damage shall be the property of Developer. After the commence-
ment of such repair, replacement or rebuilding, Developer shall
continue such work with reasonable diligence until completion.
Developer may cause any such work to be performed by or under its
subtenants. In no event shall City be liable to Developer fFor
any damages resulting to Developer from the happening of any such
fire or other casualty or from the repair or reconstruction of
the Premises or from the termination of this Lease as provided in
Section 6.3.2 below.

6.3.2 Right to Terminate. Notwith-
standing the provisions of Section 6.3.1 above, if the buildings
and improvements on the Premises shall be damaged or destroyed as
a result of a hazard against which Developer is not required to
carry insurance to an extent in excess of twenty-five percent
(25%), or more, of their then insurable value, or if any such
uninsured damage or destruction shall occur at any time after the
fortieth (40th) anniversary of the commencement date of the term
of this Lease, then Developer shall have the right to elect to
cancel this Lease by giving written notice thereof to City within
three hundred sixty-five (365) days after the date of any such
damage or destruction. Upon such termination, it will be the
obligation of Developer to remove all damaged or destroyed
improvements and to place the portions of the Premises from which
improvements are removed in a clean and level condition. If the
cost of restoration exceeds twenty-five percent (25%) of the then
replacement value of the Premises destroyed and occurs during the
first forty (40) lease years, and if Developer elects to ter-
minate this Lease pursuant to this paragraph, City, within
fifteen (15) days after receiving Developer's notice to ter-
minate, can elect to prevent such termination from becoming
effective by agreeing to pay to Developer the difference between
such twenty-five percent (25%) of the value and the actual cost
of restoration, in which case Developer shall restore the
Premises, and City shall deposit an amount equal to the estimated
cost of such difference with Developer's construction lendar,
upon request, prior to Developer's commencement of such work of
restoration. Upon any such termination, the rents and other
charges payable hereunder shall be prorated and paid or reim-
bursed to and from the date of termination. Developer shall
forthwith surrender the Premises to City and City shall refund to
Developer the security deposit provided for in Section 17.1.

6.3.3 No Reduction in Rent. In case
of destruction of all or any of the improvements on the Premises,
except as provided in Section 6.3.2, there shall be no abatement

or reduction of rent.
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7. DEVELOPMENT OF THE PROJECT:

7.1 Scope of Development. The Project will
be a business park limited to commercial uses and a Pixed Base
Operations facility. It is contemplated by the parties that the
Project will be constructed to include approximately the
following: 38,333 square feet of restaurant and financial space,
197,498 square feet of garden office space, a hotel of 200 rooms,
airport-oriented office space of 89,951 square feet, multi-use
space of 211,039 square feet, and an improved area sufficient for
150 single-engine aircraft tie-down spaces (whether or not
designed and used for single-engine aircraft) based on utiliza-
tion of ten (10) acres of the Property demised by the Adjacent
Parcel Lease for tie-down and/or hangar space. The precise
amounts and proportions of the various elements of the develop-
ment of the Premises shall be based upon and consistent with the
PD-2 Zoning Ordinance to be adopted for the Project, and any
amendment or replacement thereof.

7.2 Phase Develooment. 1In order to
facilitate the phase development of the Project by Developer, the
terms and provisions of the incremental development rider
attached hereto as Exhibit "E" are hereby incorporated herein by
reference.

7.3 Performance and Payment Bonds.

7.3.1 Agreement to Provide. On or
before the date of commencement of construction of any building,
structure, or other improvements on the Premises having an
estimated cost of ONE HUNDRED THOUSAND DOLLARS ($100,000) orf
greater, Developer shall file or cause to be filed with City a
performance bond and labor and material payment bond executed by
Developer or Developer's subtenant or any contractor performing
such work, as principal, and by a surety authorized to do
business in the State of California, as surety, conditioned upon
the contractor's performance of its construction contract with
Developer and payment of all claimants for labor and materials
used or reasonably required for use in the performance of such
contract, in a form and with a surety reasonably acceptable to
City. Said bond shall name or be endorsed to name City as a
joint obligee with Developer, such subtenant and/or their
lender. City agrees to either approve or disapprove of any such
proposed bond submitted to CTity for approval within ten (10) days
of City's receipt thereof. Any notice of disapproval shall
specify the reasons for disapproval and the modifications
required to secure City's approval. City's failure to expressly
so disapprove of any such bond within said ten (10) day period
shall constitute City's approval of the form of such bond and of
the surety issuing such bond. The requirements of this Section
shall not be applicable to any such work performed by or under a
subtenant having a net worth greater than four (4) times the
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estimated cost of such work, provided, however, that nothing
contained herein shall be deemed to release Developer from the
responsibility to keep the Premises free and clear of all liens.

7.3.2 Term of the Bond. The term of
both bonds shall commence on or before the date of filing with
City. The Performance Bond shall remain in effect until the date
of completion of the work to the reasonable satisfaction of
City's City Manager or his designate. The Payment Bond shall
remain in effect until the expiration of the period of filing a
claim of lien as provided in Title 15 of Part 4 of the California
Civil Code, and as hereafter amended, or if a claim of lien is
filed, the expiration of the period for filing an action to
foreclose such lien, or until the Premises are freed from the
effect of such claim of lien and any action brought to foreclose
such lien pursuant to the provisions of said Title 15 of Part 4
of the lien is otherwise discharged.

7.3.3 Penal Sum. The Performance
Bond shall be in the amount and provide a penalty of one hundred
percent (100%) of the valuation of the improvements to be con-
structed. The Payment Bond shall be in the amount and provide a
penalty of one hundred percent (100%) of the valuation of the
improvements to be constructed.

7.4 Construction.

7.4.1 Costs of Construction. The
entire cost and expense of coastructing any and all improvements
on the Premises, including, without limitation, any and all on
and off-site improvements required by applicable governmental
authorities under applicable zoning ordinances or as a condition
to parcel or final map approvals, shall be borne and paid by
Developer, or its subtenants, and Developer shall hold and save
City and the Premises harmless from any liability whatsoever on
account thereof, ‘

7.4.2 Right to Improve. Developer
shall have the right to construct buildings and other improve-
ments upon the Premises and shall have the right to change the
grade of the Premises and/or to demolish and remove any and all
structures, foliage and trees situated upon the Premises as of
the date of this Lease as may reasonably be required for the
purpose of improving the same incidental to Developer's use of
the Premises; provided, that such work shall be performed in
accordance with the applicable requirements of this Article 7,
and such laws of any governmental entity as may be applicable
thereto. Any and all such improvements, subject to Section 17.9
below, shall be owned by Developer or its successors or assigns
during the term of this Lease and, unless removed by Developer
upon the expiration of the term of this Lease as permitted by
Section 17.12 below, shall become a part of the realty and the
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absolute property of Landlord upon the expiration or earlier
termination of the term of this Lease.

_ 7.4.3 Construction Schedule.
Attached hereto as Exhibit "F" is a Construction Schedule setting
forth the dates by which Developer shall have commenced and
completed the construction of certain minimum building and other
improvements. Developer covenants and agrees to satisfy the
construction requirements set forth in the said Schedule within
the times therein specified. Notwitstanding the foregoing, the
dates by which Developer is required to commence and complete any
construction pursuant to the attached Exhibit "F" shall be
extended by a period of time equal to the number of days during
which the commencement or completion of such construction is
delayed unavoidably by strikes, lockouts, Acts of God,
governmental restrictions, moratoriums, or other governmental
acts or inactions, acts of construction contractors or subcon-
tractors, failure or inability to secure materials or labor by
reason of priority or similar regulations or order of any govern-
mental or regulatory body, enemy action, civil disturbance, fire,
unavoidable casualties or any other cause beyond the reasonable
control of Developer, excluding, however, the inability or
failure of Developer to obtain any financing which may be
necessary to commence and complete such construction.

7.4.4 City and Other Governmental
Agency Permits. Before commencement of construction or develop-
ment of any buildings, structures, or other work or improvements
upon the Premises, Developer shall, at its own expense, secure or
cause to be secured any and all permits which may be required by
the City of Long Beach or any other governmental agency having
authority over such construction, development or work.

7.4.5 Rights of Access. For the
purposes of assuring compliance with this Lease, representatives
of City, in addition to those conducting inspections required by
City, shall have the right of access to the Premises without
charges or fees, at normal construction hours, during the period
of construction for the purposes of this Lease, including, but
not limited to, the inspection of the work being performed in
constructing the improvements required by this Lease. Such
representatives of City shall be those who are so identified in
writing by the City Manager of City, except that those employees
conducting inspections regquired by law need not be so identified.

. 7.4.6 Local, State and Federal
Laws. Developer shall carry out or cause to be carried out the
construction of any buildings, structures or other work of
improvement upon the Premises in conformity with all applicable
laws, including, without limitation, zoning ordinances.
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7.4.7 Anti-Discrimination During
Construction. Developer for itself and its successors and
assigns agrees that, in the construction of any improvements:
provided for in this Lease, Developer will not discriminate
against any employee or applicant for employment because of age,
sex, marital status, race, handicaps, color, religion, creed,
ancestry or national origin.

7.4.8 Responsibilities of City and

Developer.

7.4.9 Responsibilities of City. City
will assist and cooperate with Developber in connection with :
requests by Developer for lot line adjustments, tentative or
final, parcel or tract map approval, condominium plan approval,
variances and any other governmental approvals necessary for the
development of the Premises, pursuant to this Lease and in con-
nection with the formation of and/or annexation of portions of
the Premises to such improvement and/or special assessment
districts as Developer may desire to have formed to construct or
acquire improvements benefiting the Premises, including, without
limitation, the execution of documents required to dedicate or
offer for dedication or restrict or otherwise encumber or
subdivide by parcel or final maps or condominium plans portions
of the Premises as may be required by applicable governmental
authorities. City agrees to join with Developer in execution of
a Declaration of Project Restrictions for any condominium regime
established by Developer, as required by Section 1355 of the
California Civil Code, or a similar instrument reasonably
required to establish a so-called commercial and/or industrial
planned unit development, which Declaration or instrument may
include provisions, consistent with other first class commercial
industrial condominium projects or planned unit development
projects in the Southern California area, where such instrument
is approved by City, which approval shall not unreasonably be
withheld. City further agrees to join in granting or dedicating
such public or private utility company easements as may be
required for the development of the Premises, for which no consi-
deration is given. City shall not be responsible for any o.a sité
or off-site improvements in connection with the Premises. City
shall have responsibility for maintaining public rights-of-way,
sewers and storm drains after dedication of same to City by
Developer., City agrees to accept the same for maintenance
purposes. City further agrees to assist with Developer's
financing of the development of the Premises by cooperating
reasonably with Developer and using reasonable efforts to sell or
to cause any appropriate agency of the City to sell industrial
development bonds as a source for such financing, if such action
is legally permissible; by granting to or for the benefit of ;he
holders of any special assessment or district bonds constituting
a first lien on Developer's leasehold estate or their trustee the
rights of a "lender on the security of the leasehold estate”

~-28-



having a first mortgage or deed of trust of Developer's leasehold
estate, as provided in this Lease, by written agreement in
recordable form in a form reasonably satisfactory to legal
counsel for the underwriters and/or purchasers of said bond.

Such rights may include rights under Section 4.6, provided that
the sixty (60) day period specified in Section 4.6 shall be
increased to seventy-five (75) days for such holders and/or their
trustees, it being understood, however, that the lender on the
security of the leasehold estate whose security is next in
priority shall have the exclusive right to exercise the rights of
a lender on the security of the leasehold estate having a first
mortgage or deed of trust lien on Developer's leasehold estate
under Section 4.6 during the sixty (60) day period provided for
in Section 4.6, provided that as an additional condition to
receiving a new lease, such lender and/or its nominee shall
subject and encumber its leasehold estate to a first lien
securing the repayment of said bonds on the same terms and
conditions as the first lien securing such repayment on
Developer's leasehold estate created by this Lease.

7.4.10 Maintenance. In addition to
the responsibilities mentioned herein, Developer shall have sole
and exclusive responsibility for maintaining the Premises and all
building structures and improvements which may be constructed
upon the Premises in good condition and repair, at no cost or
expense to City, reasonable wear and tear excepted.

7.4.11 Acceptance of Premises.
Developer accepts the Premises in an "as-is" condition and
acknowledges that Developer has not received and City has not
made any warranty express or implied as to the condition of the
Premises. Developer agrees to vear all expenses incurred in the
development, operation and maintenance of the Premises.

8. USE:

8.1 Government Use Control.

8.1.1 Zoning. Use of the Premises
shall conform to and be limited by applicable zoning regulations,
any conditions lawfully imposed by duly empowered governmental
authorities having jurisdiction over the Premises and the teras,
covenants, conditions and restrictions imposed by this Lease.

The Premises may not be used for Fixed Base Operations nor shall
the Premises have access to the Long Beach Municipal Airport,
other than access in common with the public, at public access

points.

8.1.2 Federal Aviation ‘
Administration. The improvement of the Premises shall be subject
to the conditions contained in the language mandated by the FAA
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and set out in Exhibit "H", which is attached hereto and made a
part hereof.

The provisions set out in Exhibit "H" are applicable to the
Premises and binding upon the parties only to the extent that
such provisions are mandated by applicable laws, rules or
regulations of the United States Government or any contract or
agreement entered into by and between City and the United States
Government and/or agencies thereof.

8.1.3 Rental Adjustment. In the
event of any closure or significant modification of the Long
Beach Municipal Airport which results in a significant adverse
effect upon the fair market value of those portions of the
business park used for hotel purposes, the rent payable by
Developer for such portion of the business park shall be
equitably adjusted. Such adjustment rental shall be so
calculated as to consider any reduction in value of the improve-
ments on the subject portions of the business park as an element
thereof. 1In computing such rental adjustment, any alternative
uses for such portions of the business park then permitted by
this Lease or by City and under applicable laws, rules and
regulations, including zoning ordinances, taking into account the
remaining term of this Lease, and the costs and time required to
commence such alternative use shall be given consideration,
provided that such rent as so adjusted shall not be greater than
but may be less than the amount paid by Developer prior to the
action resulting in such adjustment. If the City of Long Beach
commences proceedings to rezone such portions of the business
park within two (2) months of the receipt of notice from
Developer of Developer's intent to claim a rental adjustment
under this Section, the computation of the rent adjustment shall
be postponed for a period of up to six (6) months from the giving
of such notice in order to reflect any such new zoning in the
computation of such rental adjustment, but any such rental
adjustment shall be applied retroactively to the date City
receives such notice from Developer, in any event. In the event
Developer, in its sole discretion, determines to redevelop the
hotel use property in accordance with such alternative uses
permitted by applicable zoning and this Lease, the rental paid
for such portion of the leasenhold devoted to such alternative use
shall be adjusted, effective upon issuance to Developer of a
Certificate of Occupancy for such altarnative use facilities to
reflect such alternative use. The rent payable shall be the
difference between the fair rental value of the portion of the
leased land valued for such alternative use without considering
the rental adjustment factors described above and the leased land
valued for the use being made of such portion by Developer
immediately preceding such closure or modification as described
in this Section 8.1.3, added to the rental being paid by
Developer for such portion of the leased land immediately prior
to such closure or modification, less the oportion of the rental
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ajjustment computed in this Section attributed to the reduction
in value of the improvements. <City will cooperate upon request
by Developer in agreeing upon the adjusted rent for such alter-
native use proposed by Developer at any time after any such
closure or modification thereto as described in this Section. 1In
the event of a dispute between the parties as to any matter set
out in this Section 8.1.3, such dispute shall be determined by
submitting the matter to arbitration in accordance with the
Commercial Arbitration Rules of the American Arbitration Asso-
ciation. If any such closure or significant modification of the
Long Beach Municipal Airport, as described herein, occurs dur ing
the last ten (10) years of the term of this Lease, and if, as a
result thereof, any hotel constructed upon the business park is
no longer suitable for any uses producing other than minimal and
insubstantial income taking into account any alterations or
additions Developer will agree to make, either City or Developer
may elect to terminate this Lease, insofar as this Lease affects
such hotel, together with and subject to any rights, powers and
easements established by any "Declaration", as defined in the
attached Exhibit "E", provided that the party electing to ter-
minate this Lease complies with all conditions set forth in said
Exhibit "E" to the division of this Lease into two (2) separate
new leases, one of which new leases will demise the portion of
the business park with respect to which this Lease is being
terminated, and provided further that if City so elects to
terminate this Lease, City pays to Developer a sum equal to the
present discounted value of the difference between the then fair
rental value of the portion of the business park with respect to
which this Lease is being terminated and the rental payable here-
under attributable to such portion of the business park after the
rental adjustment required by this Section. Any sums payable to
Developer pursuant to this Section shall be subject to the rights
of any lender on the security of the leasehold estate and Devel-
oper’'s right to terminate this Lease under this Section shall be
subject to Developer's obtaining the approval of any lender on
the security of the leasehold estate.

8.1.4 No Waiver of Remedies. Nothing
herein shall be deemed to alter any right of Developer to claim
damages in inverse condemnation resulting from actions described
in Section 8.1.3 above and litigate such claim, nor shall it be
deemed any limitation in City's right to defend any such liti-
gation instituted by Developer.

8.1.5 Notice of Default. In the
event that any governmental agency notifies City of a default by
Developer or by anyone occupying or using the Premises by or
under Developer of any of the provisions set forth in Exhibit
"H", City shall promptly notify Developer of such allegation of
default and, if reguested to do so by Developer, shall cooperate
in any administrative proceeding available to contest such

default.
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8.2 Inspection. Nothing herein shall be
deemed to prohibit the City of Long Beach in its governmental
capacity from entering the Premises to enforce applicable codes
and ordinances.

9. LIENS.

9.1 Developer's Responsibility. Developer
shall not permit any liens to be enforced against City's inter-
ests in and to the land comprising the Premises, nor against
Developer's leasehold interest therein by reason of work, labor,
services or materials supplied or claimed to have been supplied
to Developer or anyone holding the Premises, or any part thereof,
through or under Developer, and Developer agrees to indemnify
City against such liens.

9.2 Notice of Work. Before any buildings,
structures or other improvements or additions thereof, having a
cost in excess of ONE HUNDRED THOUSAND DOLLARS ($100,000) are
constructed or reconstructed upon the Premises, Developer shall
serve written notice upon City in the manner specified in this
Lease of Developer's intention to perform such work for the
purpose of enabling City to post notices of non-responsibility
under the provisions of Section 3094 of the Civil Code of the
State of California, or any other similar notices which may be
reguired by law.

9.3 Discharge of Liens. If any mechanics'
liens or other liens are filed of record against the Developer's
or City's interests in and to the Premises by reason of work,
labor, services or materials supplied or claimed to have been
supplied to Developer or anyone holding the Premises, or any part
thereof, through or under Developer, Developer shall cause the
same to be discharged of record within sixty (60) days after
notice to Developer of the filing thereof, or otherwise free the
Premises from the effect of such claim of lien and any action
brought to foreclose such lien within such sixty (60) day period,
or Developer, within such sixty (80) day period, shall promptly
furnish to City a bond in an amount and issued by a surety
company satisfactory to City securing Developer against payment
of such lien and against any and all loss or damage whatsoever in
any way arising from the failure of Developer to discharge such

lien.

9.4 City's Right to Pay. In the event
Developer fails to perform its obligations under Section 9.3
above with respect to any lien within the sixty (60) day period
specified in Section 9.3 above, City may, but shall not be
obligated to, pay the amount thereof inclusive of any interest
thereon, and any costs assessed against Developer in said liti-
gation, or may discharge such lien by contesting its validity or
by any other lawful means.
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9.5 Reimbursement of City. Any amount paid
by City for any of the expenses described in Section 9.4 above,
and all reasonable legal and other expenses of City, includihg
reasonable counsel fees, and costs of suit, in defending any such
action or in connection with procuring the discharge of such
lien, with all necessary disbursements in connection therewith,
together with interest thereon at the rate provided by law from
the date of payment, shall be repaid by Developer to City on
demand.

10. CONDEMNATION:

10.1 Definition of Terms. The following
definitions shall govern interpretation of this Section.

10.1.1 Total Taking. The term "total
taking" as used in this Section 10 means the taking of the entire
Premises under the power of eminent domain or the taking of so
much thereof as will in Developer's judgment prevent or substan-
tially impair the use of the Premises for the uses and purposes
then being made or proposed to be made by Developer of the
Premises.

10.1.2 Partial Taking. The term
"partial taking" means the taking of a portion only of the
Premises which does not constitute a total taking as defined
above.

10.1.3 Taking. The term "taking"
shall include a voluntary conveyance by City to an agency,
authority or public utility under threat of a taking under the
power of eminent domain in lieu of formal proceedings.

10.1.4 Date of Taking. The term "date
of taking" shall be the date title to the Premises or portion
thereof passes and vests in the condemnor or the date of entry of
an order for immediate possession by a court of competent juris-
diction in connection with any judicial proceedings in eminent
domain or the date physical possession of the Premises is taken
or interfered with, whichever first occurs.

10.1.5 Leased Land. The term "leased
land"” means the real property demised hereby, but exclusive of
any and all improvements situated upon the Premises at the com-
mencement of the lease term and also exclusive of all improve-
ments constructed or placed thereon by or under Developer and
exclusive of any grading and other site work performed by or
under Developer. This definition shall also apply to Section

8.1.3.

10.2 Effect of Taking. If during the term
hereof there shall be a total or partial taking under the power

-33-~



of eminent domain, then the leasehold estate of Developer in andg
to the Premises, in the event of a total taking, or the portion
thereof taken, in the event of a partial taking, shall cease and
terminate, as of the date of taking thereof. If this Lease is so
terminated in whole or in part, all rentals and other charges
payable by Developer to City hereunder and attributable to the
Premises, or portion thereof taken, shall be paid by Developer up
to and prorated through the date of taking by the condemnor. Any
portion of the security deposit provided for in Section 17.1
fairly attributable to the terminated portion of the leasehold
estate shall be repaid by Developer and the parties shall
thereupon be released from all further liability in relation
thereto.

10.3 Allocation of Award. All compensation
and damages awarded in connection with a total or partial taking
of the Premises, including all improvements thereon, shall be
allocated as follows:

10.3.1 City's Share. City shall be
entitled to that portion of the award attributable to the fair
market value of the leased land, or the portion taken, valued at
the date of the taking and for the use then being made of the
leased land by Developer. 1In determining such fair market value
the provisions of this Lease, including, without limitation, the
rent payable hereunder over the remaining term of this Lease,
shall be taken into account.

10.3.2 Developer's Share. Developer
shall be entitled to the amount remaining of the total award
after deducting therefrom the sums to be paid to City pursuant to
the preceding Paragraph 10.3.1.

10.4 Reduction of Rent on Partial Taking.
In the event of a partial taking, the rent payable by Developer
shall be adjusted from the date of taking to the date of expira-
tion of the term of this Lease. Such rental adjustment will be
made by reducing the rental payable by Developer based on the
ratio between the fair market value of the leased land at the
date of taking and the fair market value of the leased land
remaining immediately thereafter, valued for the use being made
of the leased land by Developer prior to such taking.

10.5 Temporary Taking. If all or any
portion of the Premises shall be taken by any competent authority
for temporary use or occupancy, this Lease, at the option of
Developer, shall continue in full force and effect without
reduction or abatement of rent, notwithstanding any other provi-
sion of this Lease, statute or rule of law to the contrary, and
Developer shall, in such event, be entitled to the entire award
for such taking to the extent that the same shall be applicable
to the period of such temporary use or occupancy included in the
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term of this Lease and City shall be entitled to the remainder
thereof.

11. ALTERATIONS BY DEVELOPER:

Developer shall have the right at any time ang
from time to time during the lease term to make, at its sole cost
and expense, such changes and alterations, structural or other-—
wise, in or to the improvements constructed upon the Premises as
Developer shall deem necessary or desirable, including, without
limitation, the right to remove and/or demolish buildings and
other improvements whether or not other buildings or improvements
are constructed in their place. The rights granted by this
paragraph shall be limited to and their exercise shall comply
with the terms of Paragraph 7 hereof.

12, TAXES AND ASSESSMENTS:

12.1 Payment by Developer. Developer shall
pay prior to delinquency all real estate taxes and assessments on
the Premises and/or Developer's possessory interests therein
levied during the term of this Lease. Developer shall not place
or allow to be placed on the Premises, or any part thereof, any
mor tgage, trust deed, encumbrance or lien unauthorized by this
Lease. Developer shall remove or have removed any levy or
attachment made on any of the Premises, or any part thereof, or
assure the satisfaction thereof within a reasonable time, but in
any event prior to a sale thereof. WNothing herein contained
shall be deemed to prohibit Developer from contesting the
validity -or amounts of any tax, assessment, encumbrance or lien,
nor to limit the remedies available to Developer in respect

thereto.

12,2 Installment Payments. If any real
estate, special tax or assessments are at any time during the
term of this Lease, levied or assessed against the Premises or
Developer's leasehold estate hereunder, which, upon exercise of
any option permitted by the assessing authority, may be paid in
installments or converted to an installment payment basis (irre-
spective of whether interest shall accrue on unpaid install-
ments), Developer may elect to pay such taxes or assessments in
installments with accrued interest thereon. 1In the event of such
election, Developer shall be liable only for those installments
on such tax or assessment which become payable during the term of
this Lease, and Developer shall not be required to pay any such
installment which becomes due and payable after the expiration of
the term of this Lease. City shall execute whatever documents
may be necessary to convert any such taxes or assessments to such
an installment payment basis if reguested so to do by Developer
and if such action is authorized by law then in effect.
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. 12.3 Proration. Any real estate taxes and
assessments which are payable by Developer hereunder shall be
prorated between City and Developer at the expiration or earlier
termination of the term of this Lease if such real estate taxes
and assessments relate to a fiscal period of the levying author-
ity which extends beyond the expiration or earlier termination of
the term hereof.

12.4 Right to Contest. Developer and any
subtenant, with Developer's consent, shall have the right to
contest the amount or validity of any real estate taxes and
assessments, in whcle or in part, by appropriate administrative
and legal proceedings, without any cost or expense to City, and
Developer may postpone payment of any such contested real estate
taxes and assessments pending the prosecution of such proceedings
and any appeals so long as such proceedings shall operate to
prevent the collection of such real estate taxes and the sale of
the Premises to satisfy any lien arising out of the non-payment
of the same, provided, however, that if at any time payment of
the whole or any part thereof shall become necessary in order to
prevent the termination of the right of redemption of any prop-
erty affected thereby, or if there is to be an eviction of
Developer because of non-payment thereof, Developer shall pay the
same in order to prevent such termination of the right of redemp-
tion or such eviction. City shall execute and deliver to
Developer whatever documents may be within its legal authority
necessary or proper to permit Developer or any subtenant, with
Developer's consent, to so contest any real estate taxes or which
may be necessary to secure payment of any refund which may result
from any such proceedings. Any such contest shall be at no cost
or expense to City. Each refund of any tax or assessment soO
contested shall be paid to Developer.

13, CERTIFICATES BY DEVELOPER AND CITY:

‘ 13.1 Developer to Provide. Developer agrees
upon not less than twenty (20) days' notice to City to execute,
acknowledge and deliver to City a statement in writing certifying
(i) that this Lease is unmodified and in full force and effect
(or if there have been modifications that the same is in full
force and effect as modified and stating the modifications); (ii)
whether or not to the best knowledge of Developer there are then
existing any offsets or defenses against the enforcement of any
of the terms, covenants, or conditions hereof upon the part of
Developer to be performed and, if so, specifying same; and (iii)
the dates to which the rent and other charges have been paid, it
being intended that any such statement delivered pursuant to this
Section may be rélied upon by any prospective purchaser of the
fee of the real property comprising the Premises.

13.2 City to Provide. City agrees upon not
less than twenty (20) days' prior notice by Developer, to
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execute, acknowledge and deliver to Developer a statement in
writing certifying (i) that this Lease is unmodified and in full
force and effect (or if there have been modifications, that the
same is in full force and effect as modified and stating the
modifications); (ii) the dates to which the rent and other
charges have been paid; (iii) stating whether or not, to the best
knowledge of City, Developer is in default in performance of any
covenant, agreement or condition contained in this Lease and, if
so, specifying each such default of which City may have knowl-~
edge; (iv) whether or not there are, to City's best Kxnowledge,
any offsets or defenses claimed by and/or available to Developer

to the payment of rental; and (v) that all improvements then
existing on the Premises have been completed to the satisfaction
of the City, it being intended that any such statement delivered
pursuant to this Section may be relied upon by any prospective
assignee or subtenant of the whole or any portion of the
Premises, or by any lender extending credit on the security of
Developer's leasehold estate.

14. QUIET ENJOYMENT - TITLE INSURANCE - ACCESS:

14.1 Quiet Enjoyment. City covenants that
Developer, upon the performance of the covenants and agreements
herein contained on Developer's part to be performed, shall and
may at all times, for itself and its subtenants peaceably and
guietly have, hold and enjoy the Premises during the term of this
Lease.

14.2 Title Policy. Upon the commencement of
the lease term, City shall cause Transamerica Title Insurance
Company, or another reputable title company selected by Devel-
oper, to issue a standard form CLTA leasehold policy of title
insurance, with a liability of SIX MILLION SIX HUNDRED NIWNETY-
THREE THOUSAND TWO HUNDRED DOLLARS ($6,693,200.00), insuring
marketable title to the leasehold estate to the business park
portion of the Project vested in Developer free and clear of
monetary liens and/or encumbrances and subject only to the
easements and other matters shown as exceptions on Transamerica
Title Insurance Company's Preliminary Title Report Wo. 14-51
510239 dated as of August 12, 1980. This Section shall not be
construed to constitute Developer's approval of said exceptions.

15. TERMINATION AND FURTHER LEASING:

15.1 Termination. Subject to Section 4.7,
this Lease may be terminated at any time by mutual agreement of
the parties.

15.2 Termination by City. City may ter-
minate this Lease pursuant to Section 17.6 below, but subject to
Section 4 above, under the following circumstances:
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(a) Developer assigns this Lease in
violation of Section 5.1.

_ v (b) Failure of Developer to con-
struct Improvements permitted by the PD-2 Zone Ordinance, and
required by the Schedule attached as Exhibit "F".

(c) Failure of Developer to provide
the good faith deposit required by this Lease.

(d) Bankruptcy of Developer.

Provided, however, that in all cases, City shall give Developer
the sixty (580) days' notice required by Section 17.6.1 and
Developer shall have an opportunity to cure the defect during the
time provided by Section 17.6.1 before such circumstaace con-
stitutes a default for the purposes of this Lease. The bank-
ruptcy of Developer shall be deemed to have occurred only when
the adjudication of Developer as a bankrupt becomes final or upon
Developer's filing of a voluntary petition in bankruptcy.

16. EXPIRATION OF LEASE AND SUBSEQUENT LEASES:

16.1 Continuation of Use. Prior to the
expiration of this Lease, City shall determine whether the then
existing uses of the Premises shall be retained.

16.2 Valuation. TIf the City determines that
the uses existing on the Premises at the time of completion of
the Lease should be continued, and that it wishes to continue to
lease the property, it shall determine the fair lease value of
the land and improvements thereon.

16.3 Developer's Rights.

16.3.1 MNew Lease.. Upon determination
of the fair lease value of the proverty, City shall offer Devel-
oper the right, prior to making any offer to any other party, to
enter into a new lease at the value established by the City. 1If
Developer does not agree to enter into a new lease with City,
within thirty (30) days from the date of notification by City of
its right to do so, all rights of Developer to enter into a new
lease pursuant to this Section shall terminate and the property
shall revert to City after expiration of the Lease. The terms of
this clause shall not take effect unless City determines to
continue to lease the Premises and terminate with the end of this

Lease.

16.3.2 Salvage of Improvements. If
Developer does not agree to enter into a new lease with City
pursuant to the terms of this Section, Developer may salvage any
or all of the improvements pursuant to Section 17.12 below. All
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remaining improvements shall become the property of City which
may use or demolish same at its sole discretion, provided, how-
ever, that any structure left by Developer shall be left in good
condition and repair, reasonable wear and tear excepted, and
provided further that in the event Developer removes any portion
or appurtenances to any building or other structure, Developer
shall not leave such building or structure in a damaged, unsafe
or economically unuseable condition by reason of such removal.

17. GENERAL PROVISIONS:

17.1 Good Faith Devosit.

17.1.1 Receipt by City. Developer
has, prior to the execution and delivery of this Lease and the
other mini master ground leases into which the Master Ground
Lease has been segregated to date, delivered to City a good faith
deposit in the form of a bond in the amount of S5IX HUNDRED SIXTY-
NINE THOUSAND THREE HUNDRED TWENTY DOLLARS ($669,320.00) as
security for the performance of the obligations of Developer to
be performed following the commencement of the term and prior to
the return of the deposit to Developer, or its retention by City
in accordance with the provisions of this Lease and all other
mini master ground leases into which the Master Ground Lease has
been segregated to date.

(a) The good faith
deposit, at the option of Developer, may be in the form of (i)
cash; or (ii) cashier's or certified check; or (iii) negotiable
certificates of deposit, or a non-negotiable certificate of
deposit if City is the named depositor thereon, issued by a
federal or state bank or savings and loan association; or (iv) an
irrevocable letter of credit in favor of City issued by an estab-
lished lending institution approved by City; or (v) a bond in a
form and with a surety reasonably satisfactory to City providing
for payment to City amounts that may from time to time become
payable tn City under this Lease from this good faith deposit.
Developer may change the form of the deposit from time to time,
at its option, to any other of the permitted forms of deposit.
The deposit, in case or certified or cashier's check, shall be
deposited in an interest-bearing account of City in a bank,
savings and loan association or trust company selected by Devel-
oper and approved by City, which approval shall not unreasonably
be withheld. Developer shall have the right to specify the type
of account in which such funds are from time to time to be

deposited.

(b) City shall be under
no obligation to pay or earn interest on the deposit, but if
interest shall accrue or be payable thereon such interest, when
received by City, shall be promptly paid to Developer. City
agrees, but not more often than quarterly, upon receipt of
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request from Developer, to cause any such interest so accrued on
such depqsit to be paid to City by the bank, savings and loan
association or trust company with which said sums have been -
deposited.

{(c) If a bond is posted
to satisfy the requirements in (a) above with a fixed term and if
such bond expires prior to the date Developer is entitled to have
the security deposit returned, Developer shall provide City with
either (i) evidence of the renewal of such bond for an additional
period, or (ii) a new security deposit satisfying the require-
ments of this Section 17.1.1 in one of the forms authorized by
(a) above, including, without limitation, a new bond, not less
than twenty (20) days prior to the expiration of the bond posted
to satisfy the requirement in (a) above, or City may require that
Developer provide such security deposit by a cash payment to City
upon demand.

17.1.2 Return of Deposit. Promptly
upon Developer's completion of the construction of any building
improvements upon the Premises and the issuance of a Certificate
of Occupancy for such improvements, City shall release and return
to Developer a portion of the deposit described in Section 17.1.1
based upon the ratio between the number of square feet of build-
ing floor area (as measured from the exterior of exterior build-
ing walls) within such completed building improvements to 488,500
square feet of building area, and the balance of such deposit, if
any, with accrued interest shall be returned to Developer upon
the occurrence of the Completion Date, which term, for the pur-
poses of this Section 17.1.2, shall mean the date that Developer
completes its proposed construction of building improvements on
the business park portion of the Project and certificates of
occupancy with respect to such building improvements have been
obtained. Developer shall be deemed to have completed its
proposed construction of building improvements if ninety percent
(90%) of the building square footage required to be constructed
upon the business park portion of the Project has been completed
on the business park portion of the Project and no unimproved
building pads remain to be completed upon the business park
portion of the Project.

17.1.3 Retention of Devosit by City.
In the event that this Lease is terminated by Developer, in whole
or in part, under Section 17.7.1 below, or in the event that
Developer elects not to permit City to terminate this Lease by
reason of Developer's failure to commence and complete the con-
struction of building improvements upon the business park portion
of the Project as required by this Lease, said deposit, less
interest accrued thereon through the date of such termination and
also less any portion of such deposit to be returned to Developer
under Section 17.1.2 above, shall be retained by City as provided

in Section 17.7 below.
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17.2 Notices, Demands and Communications
Between the Parties. Written notices, demands, and communi-—
cations between the City and Developer shall be sufficiently
given if personally served or if dispatched by registered or
certified mail, postage prepaid, return receipt requested, to the
principal offices of City or Developer, as set forth in Section
1.5 of this Lease. Any such notice, demand or communication so
given by mailing to City shall be mailed attention of the City
Manager. Copies of any such notice, demand or communication to
be given to Developer pursuant to this Lease shall be given to
CB&C and to SDC concurrently with the giving of such notice or
document to Developer by personal service or by mailing the same,
as required by this Section, to such party, at the address for
such party set forth in Section 1.5 above. Any such notice,
demand or communication so given by mailing to Developer shall be
mailed Attention: Roland Wedemeyer. Either City or Developer
may from time to time by written notice to the other designate a
different address or addresses or party or parties to whom copies
of notices, demands and communications are to be delivered or to
whose attention notices, demands and communications are to be
addressed which shall be substituted for the addresses and/or
names above specified. 1If any notice, demand or communication is
sent by registered or certified mail, as aforesaid, the same
shall be deemed to have been sufficiently given forty-eight (48)
hours after the mailing thereof as above provided.

17.3 Conflict of Interest. No member,
official or employee of City shall have any personal interest,
direct or indirect, in this Lease, nor shall any such member,
official or employee participate in any decision relating to this
Lease which affects his personal interests or the interests of
any corporation, partnership or association in which he is,
directly or indirectly, interested. No member, official or
employee of City shall be personally liable to Developer, or any
successor in interest, in the event of any default or breach by
City or for any amount which may become due to Developer or
successor or on any obligations under the terms of this Lease.

17.4 Enforced Delay: Extension of Time of
Performance. In addition to specific provisions of this Lease,
performance by either party hereunder shall not be deemed to be
in default where delays or defaults are due to war; insurrection;
strikes, lock-outs; riots, floods; inclement weather; earth-
quakes; fires; casualties; Acts of God; acts of the public enemy;
epidemics; quarantine restrictions; freight embargoes; lack of
transporation; governmental restrictions or priority; litigation
including eminent domain proceedings or related legal proceed-
ings; inability to secure necessary labor, materials or tools;
delays of any contractor, subcontractor or supplier; acts or
failure to act of the other party; acts or failure to act of any
public or governmental agency or entity; or any other cause
beyond the reasonable control of the party charged with such
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perfdcmance, and the time for such performance shall be extended
for a period equal to the time of the delay resulting from any
such cause.

17.5 Audit. The City Auditor and City
Manager, or their designated representatives, shall be permitted
with or without prior notification to examine and review Devel-
oper's records at all reasonable times during Developer's regular
obusiness hours in a manner causing as little inconvenience as
possible to Developer, for the purpose of determining compliance
with this Lease.

17.6 Defaults and Remedies.

17.6.1 Defaults -~ General. Subject to
the extensions of time set forth in Section 17.4. above, failure
by either party to perform any term or provision of this Lease
constitutes a default under this Lease, if not cured within sixty
(60) days of the receipt of a written notice from the other party
specifying the default claimed; provided that, if such default
cannot reasonably be cured within such sixty (60) day period, the
oarty receiving such notice of default shall not be in default
under this Lease if such party commences the cure of such default
within such sixty (60) day period and thereafter diligently
prosecutes the curing of such default to completion. Any default
by the lessee under any other lease for the business park portion
of the Project (except for a default under the lease for Parcel 3
of Parcel Map No. 15307) shall constitute a default hereunder,
if, but only if, the party or parties acting as the "Developer"
hereunder are the same party or parties acting as the "Developer"
under such other lease, whicin default hereunder shall constitute
a default not susceptible of being cured by a lender on the
security of the leasehold estate for the purposes of Sections 4.2
and 4.6 of this Lease. Subject to Section 17.6.2 below, any
default by the lessee under the Adjacent Parcel Lease, or any new
lease into which the Adjacent Parcel Lease may be divided
pursuant to Paragraph 13 of the Miscellaneous Addendum attached
to the Adjacent Parcel Lease, shall constitute a default under
this Lease if, but only if, the party or parties acting as the
"Tenant" under the Adjacent Parcel Lease or any such new lease
are the same party or parties acting as the "Developer" under
this Lease, which default under such Adjacent Parcel Lease or any
such new lease shall constitute a default not susceptible of
being cured by a lender on the security of the leasehold estate
for the purposes of Section 4.2 and 4.% of this Lease.

17.6.2 Adjacent Parcel Lease
Exceptions. Subject to the termination of the effectiveness of
this paragaraph as provided hereinbelow, notwithstanding the
provisions of Section 17.6.1 above to the contrary, a default by
the lessee under the Adjacent Parcel Lease, or any new lease into
which the Adjacent Parcel Lease may be divided pursuant to
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Paragraph 13 of the HMiscellaneous Addendum attached to the
Adjacent Parcel Lease, in the performance of its obligations
under Paragraph 1 of the Construction Addendum attached to the
Adjacent Parcel Lease shall constitute a default under this Lease
whether or not the party or parties acting as the "Tenant" under
the Adjacent Parcel Lease, or any such new lease, are the same
party or parties acting as the "Developer" under this Lease, but,
City's sole remedy for such a default, if said parties are not
the same, shall be to terminate this Lease and to recover rent
and other charges payable hereunder through the date of such
termination. The provisions of this paragraph shall become null
and void and of no further force or effect upon the first ton
occur of (a) the occurrence of each of the following events: (i)
the issuance of a building permit or permits required for the
construction required by Paragraph 1 of the Construction Addendum
attached to the Adjacent Parcel Lease (the "FBO Phase T
Improvements"), (ii) the lessee under the Adjacent Parcel Lease
delivers to City a fully executed construction contract between
it and a licensed general contractor for the construction of the
FBO Phase I Improvements, which contract requires that such work
be commenced within thirty (30) days, subject to force majeure,
(iii) City receives the performance, labor and material bond for
the FBO Phase I Improvements as required by Section 4 of the
Adjacent Parcel Lease, and (iv) City receives reasonable evidence
of the financial ability of the lessee under the Adjacent Parcel
Lease to pay for the costs of the construction of the FBO Phase I
Improvements (a construction loan commitment in the usual form
from a bank, savings and loan association or other institutional
lender shall constitute reasonably satisfactory evidence of such
financial ability), or (b) the FBO Phase I Improvements have been
substantially completed.

City agrees to promptly execute and deliver to Developer
written confirmation that the provisions in the first paragraph
of this Section 17.6.2 have terminated and are of no further
force or effect upon the first to occur of the said two events,
which written confirmation may be relied upon by Developer aad/or
any party acquiring any interest in and to this Lease and/or the
premises demised hereby, through or under Developer and/or any
party extending credit to Developer.

Subject to the termination of the effectiveness of this
paragraph as provided hereinbelow, notwithstanding the provisions
of Section 17.6.1 above to the contrary, a default by the lessee
under the Adjacent Parcel Lease, or any new lease into which the
Adjacent Parcel Lease may be divided pursuant to Paragraph 13 of
the Miscellaneous Addendum attached to the Adjacent Parcel Lease,
in the performance of its obligations under Paragraph 2 of the
Construction Addendum attached to the Adjacent Parcel Lease shall
constitute a default under this Lease whether or not the party or
parties acting as the "Tenant" under the Adjacent Parcel Lease,
or any such new lease, are the same party or parties acting as
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the "Developer" under this Lease, but, City's sole remedy for
such a default, if said parties are not the same, shall be to
terminate this Lease and to recover rent and other charges
payable hereunder through the date of such termination. The
provisions of this paragraph shall become null and void and of no
further force or effect upon the first to occur of (a) the
commencement of the construction of building improvements upon
the Premises (but shall be effective as to any new lease entered
into pursuant to the attached Exhibit "D" demising any portion of
the Premises for which such construction condition has not been
satisfied, other than a new lease of a common area lot or parcel
within a planned unit development or condominium project upon
which development or project the construction of building
improvements has been commenced), or (b) the completion of the
construction required by Paragraph 2 of the Construction Addendum
attached to the Adjacent Parcel Lease.

City agrees to promptly execute and deliver to Developer
written confirmation that the provisions in the first paragraph
of this Section 17.6.2 have terminated and are of no further
force or effect upon the first to occur of the said two events,
which written confirmation may be relied upon by Developer and/or
any party acquiring any interest in and to this Lease and/or the
premises demised hereby, through or under Developer and/or any
party extending credit to Developer.

The provisions of Section 17.7.2 of this Lease shall be
applicable to defaults hereunder resulting from defaults under
the Construction Addendum attached to the Adjacent Parcel L2ase,
or any new lease into which the Adjacent Parcel Lease may be
divided, and any sum paid or released to the lessor under the
Adjacent Parcel Lease, or any new lease, under Paragraph 5.2 of
the Default-Termination Addendum attached thereto by reason of
any such default, shall apply as a credit against the sum payable
under Section 17.7.2 below to prevent the termination of this
Lease by reason of such default.

17.6.3 Institution of Legal Actions.

In addition to any other rights or remedies, either party may
institute legal action to cure, correct, or remedy any default,
to recover damages for any default, or to obtain any other remedy
consistent with the purpose of this Agreement. Such legal
actions must be instituted in the South Branch of the Superior
Court of the County of Los Angeles, State of California, in an
appropriate municipal court in the County, or in the Federal
District Court in the Central District of California.

: 17.6.4 Applicable Law. The laws of
the State of California shall govern the interpretation and
enforcement of this Lease.
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17.6.5 Service of Process. In the
event any legal action is commenced by Developer against City,
service of process of City shall be made by personal service upon
the City Manager of City, or in such other manner as may be i
provided by law.

In the event that any legal action is commenced
by City against Developer, service of process on Developer shall
be made as provided by law and shall be valid whether made within
or without the State of California, or in such manner as may be
provided by law.

17.6.6 Rights and Remedies Are
Cumulative. Except as otherwise expressly stated in this Lease,
the rights and remedies of the parties are cumulative, and the
exercise by either party of one or more of such rights or
remedies shall not preclude the exercise by it, at the same or
different times, of any other rights or remedies for the same
default or any other default by the other party.

17.6.7 1Inaction Not a Waiver of
Default. Any failures or delays by either party in asserting any
of its rights and remedies as to any default shall not operate as
a waiver of any default or of any such rights or remedies or-
deprive either such party of its right to institute and maintain
any actions or proceedings which it may deem necessary to
protect, assert or enforce any such rights or remedies.

17.6.8 Remedies. In the event of a
default during the lease term by Developer, City, without further
notice to Developer, may declare this Lease and/or Developer's
right of possession at an end and may re-enter the Premises by
process of law, in which event, City shall have the right to
recover from Developer:

(a) The worth at the time
of award of the unpaid rent which has been earned at the time of
termination, plus interest;

(b) The worth at the time
of award of the amount by which the unpaid rent which would have
been earned after termination until the time of award exceeds the
amount of such rental loss that Developer proves could have been

reasonably avoided, plus interest; and

(c) The worth at the time

of award of the amount by which the unpaid rent for the balance
of the term after the time of award exceeds the amount of such

rental loss for the same period that Developer proves could be
reasonably avoided, plus interest thereon.
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The remedigs_of City as hereinabove provided are subject to the
other provisions of this Lease, including Article 4 hereof.

17.6.9 Arbitration - Declaratory
Relief. 1In the event that Developer, in good faith, disputes the
existence of any claimed default of which Developer receives
written notice from City, other than a default in the payment of
Basic Minimum Rent, Developer may contest the existence thereof
by arbitration by referring the dispute to the American Arbi-
tration Association in California or by instituting an action for
declaratory relief within sixty (60) days after receipt by Devel-
oper of said written notice from City and, in such event, no such
default shall be deemed to exist if either (i) within sixty (60)
days after a final determination that such default does in fact
exist, Developer commences the cure of such default and there-
after diligently prosecutes such cure to completion, or (ii)
Developer receives a final determination that no such default
exists. This provision shall not apply to disputes relating to
rent and rent adjustments.

17.7 Developer's Inability to Commence or
Complete Construction.

17.7.1 Developer's Right to
Terminate. Developer shall have the right, at its option, with
the prior written approval of any lender on the security of the
leasehold estate, to cancel and terminate this Lease be giving
written notice of such termination to City, at any time prior to
the construction 0of building improvements upon the Premises
demised hereby by or under Developer. Upon any such termination
of this Lease, the rents and other sums payable hereunder shall
be prorated and paid or reimbursed to the date of such termin-
ation, Developer and City shall execute and record a quitclaim
deed sufficient to remove the cloud of this Lease and the short
form of this Lease from record title to the Premises and Landlord
shall be entitled to retain the deposit described in Section 17.1
above, less any interest accrued on such deposit and also less
any portion of such deposit payable to Developer under Section
17.1.2 above, which sums shall be paid to Developer by City.

17.7.2 City's Exercise of Remedies.
In the event of a default by Developer in the performance of any
of its obligations to commence and complete the construction of
building and other improvements within the times required by
Article 7 of this Lease and in the further event that City elects
to exercise its remedy to terminate this Lease by reason of such
default by Developer, Developer may, for a period of thirty (30)
days following its receipt of written notice from City of City's
election to terminate this Lease by reason of such default, elect
to prevent such termination from becoming effective by releasing
and paying to City a portion of the good faith deposit held by
City under Section 17.1, which portion shall be equal to the
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lesser of (1) the amount of such deposit so held by City; or (ii)
an amount equal to the product on ONE DOLLAR AND SIXTY CENTS
($1.60) per square foot times the number of square feet of build-
ing area the failure to commence or complete the constructon of
which has caused the subject default.

17.7.3 Payment to Developer. 1In the
event that this Lease is terminated under Section 17.7.1 or
Section 17.7.2 above, or under Section 3.3(b) above and in the
further event that Developer has constructed streets, utilities
and/or other off-site improvements or grading improvements upon
the Project prior to such termination of this Lease, City shall,
pursuant to its responsibilities under state law, use its best
efforts to resell or relet the Premises, or any portion thereof,
as soon and in such manner as City shall find feasible and
consistent with the objectives of such law to a qualified and
responsible party or parties (as determined by City) who will
assume the obligation of making or completing the improvements
required of Developer under this Lease or such other improvements
in their stead as shall be satisfactory to City and in accordance
with the uses specified for the Premises in this Lease. Upon
such resale or reletting of the Premises, or any portion thereof,
the proceeds thereof shall be applied.

(a) First, to reimburse
City for all costs and expenses incurred, including, but not
limited to, salaries to personnel, in connection with the recap-
ture, management, and resale or reletting of the Premises, or
part thereof (but less any income derived by City from the
Premises, or part thereof, in connection with such management);
all taxes, assessments, and water and sewer charges with respect
to the Premises, or part thereof (or, in the event that the
Premises are exempt from taxation or assessment or such charges
during the period of ownership thereby by City, an amount, if
paid, equal to such taxes, assessments, or charges [as determined
by the appropriate assessing official] as would have been payable
if the Premises were not so exempt); any payments made or neces-
sary to be made to discharge any encumbrances or liens existing
on the Premises, or part thereof, at the time of revesting of
title thereto in City or to discharge or prevent from attaching
or being made any subsequent encumbrances or liens due to obliga-
tions, defaults, or acts of Developer, its successors or trans-
ferees; any expenditures made or obligations incurred with
respect to the making or completion of the improvements or any
part thereof on the Premises, or part thereof; and any amounts
otherwise owing City by Developer and its successors or
transferee;

(b) . Second, in the case
of a reletting, to pay to City an amount equal to the rentals and
other payments payable to City hereunder that City would have
received if this Lease had not been terminated; or, if the
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Premises are resold, to reimburse City an amount equal to FOUR
DOLLARS ($4.00) per sguare foot times the number of square feet
within the Premises;

. (c) Third, to reimburse
Developer, its successors or transferees, a sum up to the amount
equal to the sum of (i) the costs incurred for the development of
the Project, prorated to the Premises, if the Premises are less
than all of the Project, on a square foot basis, and for the
improvements existing on the Premises at the time of the re-entry

and repossession by City, less (ii) any gains or income withdrawn
or made by Developer from the Premises or the improvements

thereon; and

(a) Any balance remaining
after such reimbursement shall be retained by City as its prop-
erty. In the event that such street, utility and/or other off-
site improvements have been constructed by or the costs of such
construction paid or reimbursed by an improvement or special
assessments district, the provisions of this Section shall be
applicable to the costs for such improvements if payment of the
bonds issued by such district have been guaranteed by Developer
or by security, in addition to the leasehold estate created
hereby, or paid by Developer, but only to the extent of such
payment by Developer or of payment from the proceeds of such
guarantee.

17.7.4 Delivery of Plans. In the
event that this Lease is terminated for any reason whatsoever,
Developer shall deliver to City one set of all plans and data in
its possession concerning the Premises.

17.8 Right to Contest Laws. Developer shall
have the right, after notice to City, to contest or to permit its
subtenants to contest by appropriate legal proceedings, without
cost or expense to City, the validity of any law, ordinance,
order, rule, regulation or requirement to be complied with by
Developer under this Lease and to postpone compliance with the
same; provided such contest shall be promptly and diligently
prosecuted at no expense to City and so long as City shall not
thereby suffer any civil or be subjected to any criminal
penalties or sanctions, and Developer shall protect and save
harmless City against any liability and claims for any such non-
compliance or postponement of compliance.

. 17.9 Trade Fixtures. All trade fixtures,
furnishings, equipment and signs installed by or under Developer
or subtenants shall be and remain the property of the person,
firm or corporation installing the same and shall be removable at
any time during the term of this Lease. The removal of any such
trade fixtures, furnishings, equipment and signs shall be at the
expense of the person, firm or corporation removing the same, who
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shall repair any damage or injury to the Premises and all
improvements thereto occasioned by the removal thereof. In the
event that any subtenant acquires any furniture, trade fixtures,
signs and/or equipment to be used in connection with its sub-
leased premises from an equipment lessor or from an equipment
seller under a security agreement, City agrees to execute such
documents as may reasonably be reguired by the equipment lessor
or creditor in order to assure such party of its prior rights in
and to any such equipment, furniture, signs and/or trade fixtures
and of its right to remove any such equipment, furniture, signs
and/or trade fixtures from the subleased premises for a veriod of
not to exceed forty-five (45) days from and after notice to such
party of the termination or expiration of the sublease of the
subject subtenant-lessee or subtenant-debtor.

17.10 Continued Possession of Tenant. If
Developer shall hold over the Premises after the expiration of
the term hereof with the consent of City, either express or
implied, such holding over shall be construed to be a tenancy
from month-to-month, subject to all the covenants, rental condi-
tions and obligations hereof and terminable by either party as
provided by law.

17.11 Utilities. Developer shall pay or
cause to be paid all charges for gas, electricity, water and
other utilities furnished to the Premises during the term of this
Lease and all sewer use charges or similar charges or assessments
for utilities levied against the Premises for any period included
within the term of this Lease.

17.12 Surrender. Upon the expiration of the
term of this Lease, as provided herein, or sooner termination of
this Lease, Developer, subject to Section 17.9, shall surrender
to City all and singular the Premises, including any buildings
and all improvements constructed by or under Developer then
situated upon the Premises, and Developer shall execute, acknowl-
edge and deliver to City within ten (10) days after written
request from City to Developer, any Quitclaim Deed or other
document required by any reputable title company to remove the
cloud of this Lease from the Premises. Wotwithstanding the
foregoing provisions of this Section to the contrary, Developer
shall have the right, at any time prior to the expiration of the
term of this Lease and for a period of sixty (60) days following
the expiration of the term, to remove all or any portion of the
buildings and other improvements constructed by or under
Developer upon the Premises.

17.13 Partial Invalidity. If any term or
provision of this Lease or the application thereof to any party
or circumstances shall, to any extent, be held invalid or unen-
forceable, the remainder of this Lease, or the application of
such term or provision, to persons or circumstances other than
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those as to whom or which it is held invalid or unenforceable,
shall not be affected thereby, and each term and provision of
this Lease shall be valid and enforceable to the fullest extent
permitted by law.

17.14 Section Headings. The Section and
Article headings of this Lease are inserted as a matter of
convenience and reference only and in no way define, limit or
describe the scope or intent of this Lease or in any way affect
the terms and provisions hereof.

17.15 Short Form Lease. Concurrently with
the delivery of this Lease, City and Developer have executed,
acknowledged and caused to be recorded a short form of this Lease
in the form attached hereto as Exhibit "J".

17.16 Entire Agreement, Waivers and
Amendments. This Lease is executed in two (2) duplicate ori-
ginals, each of which is deemed to be an original. This Lease
includes fifty-four (54) pages and ten (10) attachments marked
Exhibits "A" through "J" which constitutes the entire under-
standing and agreement of the parties. This Lease integrates all
the terms and conditions mentioned herein or incidental hereto,
and supersedes all negotiations or previous agreements between
the parties with respect to all or any part of the subject matter
hereof.

17.17 Waivers. All waivers of the provisions
of this Lease must be in writing by the appropriate authorities
of City or Developer, and all amendments hereto must be in
writing by the appropriate authorities of City and Developer.

17.18 Approvals. 1In all circumstances where
under this Lease either party is required to approve or disap-
prove any matter, approval shall not be unreasonably withheld.

17.19 Successors in Interest. The provisions
of this Lease shall be binding upon and shall inure to the bene-
fit of the heirs, executors, assigns and successors in interest
of the parties hereto.

17.20 Litigation and Attorneys' Fees. In the
event of any dispute between the parties hereto involving the
covenants and provisions herein contained or arising out of the
subject matter of this Lease, the parties reserve, each to them-
selves, the right to litigate such dispute. The prevailing party
in any action commenced pursuant to this Lease shall be entitled
to recover reasonable expenses, attorneys' fees and costs.

17.21 Right of First Refusal to Purchase. If

City shall determine during the term of this Lease that it is
lawful and in the public interest to sell the Premises, or any
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portion thereof, City shall, prior to making the property avail-
able for sale to any other party, provide Developer the oppor-
tunity to purchase said property at its fair market value, as
determined by an appraisal obtained by City. If Developer has
not entered into an agreement to purchase said property within
ninety (90) days of the date it is first offered for sale to
Developer at the price theretofore determined by City to be the
fair market value, all rights of Developer created by this
Section 17.21 shall cease and be of no further force and

effect. The determination whether such property shall be made
available for sale is and shall be within the sole and exclusive
discretion of City. <City shall determine the legality of such
action prior to making a determination to sell on the basis of
the law then in effect.

17.22 Subject To Declarations. This Lease is
and shall be subject and subordinate to the terms and provisions
of that certain Maintenance Declaration dated January 31, 1983
and recorded on March 8, 1983, as Instrument No. 83-256290 of the
Official Records of the Los Angeles County, California Recorder
and to the terms and provisions of that certain Declaration of
Covenants, Conditions, and Restrictions dated January 31, 1983
and recorded on March 9, 1983, as Instrument No. 83-2562462 of the
Official Records of the Los Angeles County, California Recorder
(collectively the "Declarations"); provided, however, that the
Developer's obligation to pay rent hereunder shall not be
affected in any way because of such subordinations. The terms
and provisions of the Declarations include certain granted and
reserved easements. This Lease is and shall be further subject
and subordinate to any instrument recorded against the Premises
to establish a condominium or planned unit development regime.

IN WITNESS WHEREOF, City and Developer have signed this
Lease as of the date first written above.

CITY OF LO/Q/ EACH,‘
icipal <o ion

By¢_ 7 L% ="
;a;abnfEf?nger, City Manager

IlCi tyn
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LONG BEACH AIRPORT BUSINESS PARK,
a California general partnership

By: SIGNAL DEVELOPMENT CORPORATION,
a California corporation,
a general partner

By : W il

President (Title)

/4/; (’7 77
By: 1% s i&zaﬁg e
j /// e (Title)

By: CARLTON BROWNE AND COMPANY,

INCORPORATED
a Cali S/ gorporation,
a gengrglfpaygtner

5 (> K~
Jicharh’c. Browna (Tf\le) '
President

(Title)

"Developer™"

eement—is approved as to form this éZ£§-

is Lease Agr
day of/jZE?[Q/\/¢2k , 198
7

ity Attorney

ROBERT W. PARKIN

2 ;571
By T T

Rozif P. Freeman, Deputy

-52-



STATE OF CALIFORNIA )
) ss.
COUNTY OF LOS ANGELES )
On Colo,, 4. . S 53 r before me, the under-

signed, a Notary Publlc in and for said State, personally
appeared JOHN E. DEVER, personally known to me to be the person
who executed this instrument as CITY MANAGER of the City of Long
Beach, a municipal corporation and acknowledged to me that the
municipal corporation executed it.

WITNESS my hand and official seal.

SIGNATURE: (7 2% )

(SEAL) " OFFICIAL SEAL

JO ANN BURNS

Notary Fublic - Catifcrnia
PRINCIPAL OFFICE IN
LCS ANGRLES CCUNTY
MY COMMISSION EXPIRES MARCH 12, 1985
STATE OF CALIFORNIA )
) sSS.
COUNTY OF ORANGE )
f—\_’ '—. 7 . .
On Au( /i ’ 1985' before me, the under-

signed, 'a Vqtary_Publlc in and for said State, personally
appeared K .(! i driai29 , and (KA K 2oric Loia

personally known to me (or proved to me on the basis of
satisfactory evidence) to be the persons who executed the within
instrument as Fresident and Cregetas, ,
respectively, of SIGNAL DEVELOPMENT CORPORATION, the corporation
that executed the within instrument, said persons being known to
me to be the persons who executed the within. instrument on behalf
of said corporation, said corporation being known to me to be one
of the general partners of LONG BEACH AIRPORT BUSINESS PARK, the
general partnership that executed the within instrument and
acknowledged to me that such corporation executed the same both
individually and as a general partner of said general partnershlp
and that such general partnership also executed the same.

WITNESS my hand and off1c1al seal

Notary Publlc

(SEAL)

OFFICIAL SEAL
MAE OSTLIND
NOTARY PUBLIC « CALIFORNIA

ORANGE COUNTY
My comm. expires AUG 12, 1985

T T
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STATE OF CALIFORNIA )
’ ) Ss.
COUNTY OF ORANGE

2 ) .

On ‘37/%k)bajl, /& » 1983, before me, the under-
signed, a Notary Puplic in and for said State, pers ally -
appeared #ECLQBJ ngdimyband
personally'/known to me (or proved to fie on the basis of
satisfactory evidgnce) ko be the persons who exeguted the within
instrument as and [/ .
respectively, of CARLTON BROWNE & COMPANY, INCORPORATED, £he
corporation that executed the within instrument, said pel¥sons
being known to me to be the persons who executed the within
instrument on behalf of said corporation, said corporation being
known to me to be one of the general partners of LONG BEACH
AIRPORT BUSINESS PARK, the general partnership that executed the
within instrument and acknowledged to me that such corporation
executed the same both individually and as a general partner of
said general partnership and that such general partnership also
executed the same.

WITNESS my hand and official seal.

Notary Public

1
l

OFFICIAL SEAL
JEANNE M. CADWELL
MOTARY PUBLIC-LALIFORNIA s

PRINCIPAL OFFICE IN

ORANGE COUNTY g
My Commiss:on Expires july 9, 1985
I L R B R T el

IV S

E l
JVW O &
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Vamn ~
Exhibit "a"

vescription or the Premises

Parcel 12 of Parcel Map No. 15307, in the City of Long Beach,
County of Los Angeles, State of California, as filed in Book 159,
pages 50 through 53, inclusive, of Parcel Maps of Los Angeles
County, also being portions of Parcel Map No. 14943 as filed in
Book 154, pages 68-71, inclusive, of Parcel Maps of Los Angeles
County.

EXCEPT THEREFROM, ALL OIL, GAS AND OTHER HYDROCARBONS IN AND UNDER SAID
1AND, BUT WITHOUT THE RIGHT TO USE THE SURFACE, OR SUBSURFACE OF SATD LAND
ABOVE A DEPTH OF 100 FEET, AS RESERVED BY BIXBY LAND COMPANY, A CORPORATION,
IN DEEDS RECORDED IN BOOK 18884 PAGE 347, IN BOOK 24554 PAGE 211, IN BOOK
28612 PAGE 328, IN BOOK 38790 PAGE 367, IN BOOK 46180 PAGE 52, IN BOOK 49399
PAGE 406, IN BOOK D-721 PAGE 156 AND IN BOOK 37202 PAGE 308 ALL OF OFFICIAL
RECORDS, AND AS RESERVED BY WHEELER F. CHASE IN DEED RECORDED IN BOOK 41754
PAGE 423 OFFICIAL RECORDS OF SAID COUNTY.

EXCEPTING AND RESERVING therefrom to the extent applicable
a non-exclusive underground utility easement appurtenant to the
real property legally described in the attached Exhibit "C"
beneath the strip of land legally described in Exhibit "aA-1".
Developer shall have the right to improve the surface of said
servient tenement with driveway and parking lot improvements,
including, without limitation, sidewalks and landscaping. Any
damage to improvements upon the servient tenement resulting from
the improvement, maintenance and/or use of said easement shall
be the responsibility of City, provided that to the extent that
City has obtained the agreement of the lessee under the Adjacent
Parcel Lease, or any new lease into which the Adjacent Parcel
Lease may be divided, for the benefit of Developer, to be
responsible for such damage, City shall not be responsible for
any such damages while such Lease or new lease is in effect.

ALSO EXCEPTING AND RESERVING therefrom to the extent applicable

a non-exclusive easement for the ingress and egress of pedestrian
and motor vehicles appurtenant to the real property legally
described in the attached Exhibit "C" over and across the strip

of land legally described in the attached Exhibit "A-2". Developer
shall have the right to improve the surface of the servient
tenement with driveways and traffic lanes, including, without
limitation, the right to modify and/or alter any improvements
constructed upon the servient tenement by the holders of this
easement. Once Developer constructs any such improvements, such
improvements shall not be altered or modified by the holders of
the easement, except to the extent reasonably necessary for use

of the easement for such ingress and egress. It shall be a con-
dition to the use of such easement that the holder of such ease-
ment construct and maintain a lock gate across the access point

to such easement from its premises satisfying the airport security
requirements of the Federal Aviation Administration and the Long

Beach Municipal Airport.

City will cooperate reasonably with Developer in relocating the
above easements, if Developer obtains the approval of the lessee
under the Adjacent Parcel Lease, or any such new lease subject to
said easement to such relocation.

Exhibit "A™"



LEGAL DESCRIPTION

The strip of land subject to the utility easement will be
a strip of land ten feet (10') wide commencing at the
Northeasterly or Southeasterly boundary of that portion of
the real property described in the attached Exhibit "C"
described therein as Parcel 2 of Parcel Map No. 14943 and
extending in a Southeasterly and/or Northeasterly direction to
~ intersect with utility company and/or public utility easements
within the dominant tenement. The location of such ease-~
ment shall be specifically located by Developer (or by City
if this Lease 1is terminated prior to Developer's location of
said easement); provided that if Developer (or City) has not
specifically located said easement by recording a specific
legal description for said easement in the Office of the
County Recorder, Los Angeles County, California, by July 1,
1983, said easement may be specifically located by the lessee
under the Adjacent Parcel Lease (or by the fee owner of the
property demised thereby if such lessee fails to locate said
easement prior to the termination of the Adjacent Parcel Lease)
by recording a precise legal description of the location of
such easement in the Office of the County Recorder, Los Angeles
County, California.

Exhibit "A-1"



LEGAL DESCRIPTION

The strip of land subject to the ingress and egress easement
will be a strip of land twenty feet (20') in width commencing

at the Northeasterly boundary of that portion of the real
property described in the attached Exhibit "C" described therein
as Parcel 2 of Parcel Map No. 14943 and extending in a North-
easterly and/or Southeasterly direction to intersect with Spring
Street and/or Clark Avenue. The location of such easement

shall be specifically located by Developer (or by City if this
Lease is terminated prior to Developer's location of said ease-
ment); provided that if Developer (or City) has not specifically
. located said easement by recording a specific legal description
for said easement in the Office of the County Recorder, Los
Angeles County, California, by July 1, 1983, said easement may
be specifically located by the lessee under the Adjacent Parcel
Lease (or by the fee owner of the property demised thereby if
such lessee fails to locate said easement prior to the termin-
ation of the Adjacent Parcel Lease) by recording a precise

legal description of the location of such easement in the

Office of the County Recorder, Los Angeles County, California.

Exhibit "A-2"
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Exhibit "C*"

Legal Description Of The Property
Demised By The Adjacent Parcel Lease

Parcels 2 and 3 of Parcel Map No. 14943, in the City
of Long Beach, County of Los Angeles, State of California,
as filed in Parcel Map Book 154, pages 68-71, records of
Los Angeles County.

EXCEPT THEREFROM, ALL OIL, GAS AND OTHIR HYDROCARBONS IN AND UNDER SAID LAND, BUT
WITHOUT THE RIGHT TO USE THE SURFACE, OR SUBSURFACE OF SAID LAND ABOVE A DEPTH OF
100 FEET, AS RESERVED BY BIXBY LAND COMPANY, A CORPORATION, IN DEEDS RECORDED IN
BOOK 18884 PAGE 347, IN BOOK 24554 PAGE 211, IN BOOK 28612 PAGE 3238, IN BOOK 38790
PAGE 367, IN BOOK 46180 PAGE 52, IN BOOK 49399 PAGE 406, IN BOOK D-721 PAGE 156 AND
IN BOOK 37202 PAGE 308 ALL OF OFFICIAL RECORDS, AND AS RESERVED BY WHEELER F. CHASE
IN DEED RECORDED IN BOOK 41754 PAGE 423 OFFICIAL RECORDS OF SAID COUNTY.

A non-exclusive easement for underground utility purposes ap-
purtenant to Parcel 2 and Parcel 3 above beneath that certain
strip of land legally described in the attached Exhibit "C-1".
There is excepted from said easement the right for Developer, as
City's lessee, to construct parking lot improvements upon the
easement area, including, without limitation, sidewalks and
landscaping.

A non-exclusive easement for the ingress and egress of pedestrians
and motor vehicles appurtenant to Parcel 2 and Parcel 3 above over
and across that certain strip of land legally described in the
attached Exhibit "C-2". There is excepted from said easement the
right for Developer, as City's lessee, to construct driveway and
traffic isle improvements within the easement area and to modify
and/or alter any such improvements constructed within the easement
area by the lessee under the Adjacent Parcel Lease. The lessee
under the Adjacent Parcel Lease shall not have the right to modify
and/or alter any such improvements so constructed upon the easement
area by Developer, except to the extent such alterations and/or
modifications may reasonably be required for such lessee's use of
said easement for such ingress and egress. As a condition to such
lessee's use of such easement, such lessee shall construct and
maintain a lock gate across the access point to such easement from
its premises satisfying the airport security requirements of the
Federal Aviation Administration and the Long Beach Municipal Airport.

EXHIBIT "C"



LEGAL DESCRIPTION

The precise location of the strip of land subject to the
utility easement shall be determined in the manner set
forth in the attached Exhibit "A-1".

EXHIBIT "C-1"



e

LEGAL DESCRIPTION

The precise location of the strip of land subject to the
ingress and egress easement shall be determined in the
manner provided in the attached Exhibit "A-2".

EXHIBIT "C—Z"
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AGREEMENT OF NON-DISTURBANCE
(Parcel 12 of Parcel Map No. 15307 of Business Park)

THIS AGREEMENT OF NON-DISTURBANCE (Parcel 12 of Parcel
Map No. 15307 of Business Park) is made as of the day of

+ 198 , by and among

r hereinafter called "Ground Lessor";

r hereinafter called "Tenant"; and

hereinafter called "Subtenant".

PRELIMTINARY

A. Ground Lessor and Tenant have entered into a
Lease Agreement (Parcelg@ of Parcel Map No. 15307 of Business

Park) dated March 10 , 1983, hereinafter referred to as the

"Ground Lease") pursuant to which Ground Lessor has demised and
leased to Tenant certain real property located in the City of
Long Beach, County of Los Angeles, State of California,

(including the real property) described in Exhibit "A" attached

hereto and incorporated herein. A short form of the Ground Lease

was recorded » 198__ (is being recorded

ccncurrently herewith) in the Official Records of said County.

B. Tenant, as sublessor, and Subtenant, as

sublessee, have entered into a Sublease dated ' ’

198 , (hereinafter referred to as the "Sublease") which demises

to Subtenant (a portion or all) of the premises demised by the

Ground Lease (and grants to Subtenant certain rights with respect

to other portions of the premises demised by the Ground Lease).

A short form of the Sublease is being recorded concurrently

-1-
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herewith in the Official Records of said County, which short form
of Sublease describes the premises demised thereby (and the

- rights of Subtenant with respect to the real property described

in the attached Exhibit "A").

_C. The parties hereto now desire to enter into
this Agreement so as to clarify their rights, duties and
obligations under the Ground Lease and the Sublease and to
further provide for various contingencies as hereinafter set
forth.

NOW, THEREFORE, in consideration of the foregoing and of
‘the mutual agreement of the parties hereto to the terms and

conditions hereinafter contained, the parties hereto agree as

follows:

1. In the event Tenant shall default in the
payment of any sum or performance of any covenant or condition of
the Ground Lease, all as provided therein, or in the event of ény
termination or expiration of the Ground Lease for any reason
whatsoever prior to the expiration of the term of the Sublease as

provided in the Sublease, (other than a termination of the Ground

Lease only as to portions of the premises demised thereby not

described in the attached Exhibit "A") then Ground Lessor, Tenant

and Subtenant do hereby agree that the Sublease, and all terms,
provisions, covenants and agreements thereof shall survive any
sdch default or defaults in, or termination or expiration of the
Ground Lease, whether such termination occurs as a result of, or

arising out of, any such default or defaults, or otherwise, and



the Sublease (subject to the right of any "lender on the security
of the leasehold estate" as defined in the Ground Lease to eﬁter
into a replacement lease with Ground Lessor upon the same terms
and conditions and having the same priority as the Ground Lease,
pursuant to Section 4.6 of the Ground Lease) shall continue in
force and effect in accordance with and subject to all of its
terms, provisions, agreements and covenants as a direct lease
with Ground Lessor, as lessor, and Subtenant, as lessee. Sub-
tenant agrees, in such event, to attorn to Ground Lessor and to
recognize Ground Lessor as the lessor under the Sublease. Ground
Lessor shall, in such event, exercise and undertake all of the
rights, obligations and duties of Tenant in and under said
Sublease and thereafter shall be entitled to collect all rents
and payments due and payable under said Sublease, including the
right to collect any sums being due and payable thereunder prior
to the termination or expiration of the Ground Lease which are
accrued and unpaid by Subtenant on the date of termination of the
Ground Lease. Subtenant agrees not to prepay rentals under the
Sublease without the prior written consent of Ground Lessor.

eeer ... 24 . Ground Lessor agrees that, prior to terminating
the Ground Lease or taking any proceedings to enforce any such
termination thereof for any reason other than the expiration of
the term of the Ground Lease as provided therein, Ground Lessor
sh;ll give Subtenant thirty (30) days' notice in writing prior to
the effective date of such termination, specifying the reason for

such termination. Such notice shall be given to Subtenant

at .




3. Ground Lessor hereby approves of the Sublease
and of the rights and privileges granted to Subtenant thereunder
and agrees that, for and during the term of the Sublease and any
extensions thereof, Ground Lessor shall not take any action,
directly or indirectly, to disturb or otherwise affect Sub-
tenant's occupancy of and/or rights and privileges with respect
to the premises demised by the Ground Lease and described on the
attached Exhibit "A" so long as Subtenant is not in default under
the Sublease, nor shall Subtenant's exercise of any such rights
or privileges constitute a default under the Ground Lease,
notwithstanding any provisions to the contrary contained in the
Ground Lease.

4, No provision contained herein shall be deemed
an amendment or modification of any provisions contained in the
Sublease, including, without limiting the generality of the
foregoing, any rights given thereunder to Tenant to terminate the
Sublease.

5. In the event that the Ground Lease is divided,
in accordance with its terms, into two (2) or more new leases,
the term "Ground Lease", as used herein, shall be deemed to refef

to the said new lease leasing and demising the subleased

premises.

6. This Agreement shall be binding upon and shall
inure to the benefit of the parties hereto and their successors,

transferees and assigns.



IN WITNESS WHEREOF, the parties hereto have executed

this Agreement as of the day and year first hereinabove set

forth.
"Ground Lessor"
"Tenant"”
"Subtenant"
This Agreement is hereby approved as to form this

day of r 198 .
ROBERT W. PARKIN, City Attorney

By
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INCREMENTAL DEVELOPMENT RIDER

1. DECLARATION:

City acknowledges that Developer may record an
instrument or instruments establishing reciprocal easements for
ingress, egress and parking and imposing certain restrictions and
covenants relating to the improvement, use and operation of the
Project, or portions thereof, consistent with a first class
commercial development, which instrument may contain provisions
concerning the following types of matters: (1) the designation
of portions of the business park portion of the Project as
building sites and other portions as common areas for ingress,
egress and parking; (ii) the restriction of the use of the
property subject thereto to commercial purposes; (iii) the
restriction of the use of certain building sites against the sale
of specific goods or the conduct of specific types of businesses;
(iv) the limitation of building heights and floor area, and/or
architectural styles, and/or the imposition of architectural
review standards; (v) the restriction of the use of common areas
to parking, ingress, egress and incidental purposes including
drive-through and/or loading and unloading docks adjacent to
building sites; (vi) the designation of employee parking areas;
(vii) the appointment of an Operator to operate, maintain and
repair the common and parking areas, together with the imposition
of an obligation upon owners of leasehold interests in and to the
property subject thereto (or the fee owner or owners of portions
of such property no longer demised by this Lease or any new lease
of the business park portion of the Project entered into pursuant
to Paragraph 2 below) to reimburse the Operator a pro rata share
of the costs and expenses of such operation and maintenance,
based upon the buildable area within each owner's portion of such
property, which costs and expenses to be reimbursed shall include
public liability and property damage insurance premiums and a
management fee based upon a percentage of such other costs and
expenses of operation and maintenance; (viii) provisions relating
to the maintenance and repair of building structures and the
restoration or removal of casualty damage; (iv) restrictions on
signs and the establishment of sign criteria; and (x) such other
matters as may be necessary to conform to the requirements in
subleases or deemed appropriate by Developer. Any such instru-
ment is hereinafter referred to as the "Declaration". City
agrees upon request to execute a consent or consents to any such
Declaration and/or to subordinate its interest in and to the
Premises to such Declaration, provided that City approves of the
terms and provisions of the proposed Declaration. City hereby
agrees that the decision to approve any such Declaration shall be
based upon consideration of whether the terms and provisions
thereof are commercially reasonable and substantially similar to
the terms and provisions in similar instruments used in compar-
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able first class commercial developments in the State of
California. City shall either approve or disapprove of any
proposed Declaration by giving written notice to Developer within
thirty (30) days of City's receipt of the proposed Declaration,
which notice shall specify the modifications required for
approval, if the proposed Declaration is disapproved. City's
failure to expressly so disapprove of any such proposed
Declaration within said thirty (30) day period shall constitute
City's approval of the proposed Declaration.

In the event of a dispute between City and Developer
arising out of the provisions of this paragraph, either party may
have the dispute settled by submitting the matter to arbitration
in accordance with the Commercial Arbitration Rules of the
American Arbitration Association. The arbitrators in any such
proceedings shall be individuals familiar with the requirements
of commercial lenders and commercial developbment reciprocal
easement agreements.

2. SEGREGATION:

2.1 Separate Individual Leases. Subject to
the provisions of this Section 2.1, Developer shall have the
right, at any time and from time to time during the term of this
Lease, to require that City enter into two (2) new leases, which
new leases collectively shall supplant this Lease and cover the
Premises. City's obligations pursuant to this Section 2.1 shall
be subject to each of the following:

(a) Developer's satisfying the
requirements of the California Subdivision Map Act and any local
ordinances applicable to each such a division of this Lease.

. (b) Each new lease shall have the
same parties as the parties to the Lease being supplanted by the
new lease.

(c) The real property to be leased
and demised by each of the new leases shall be subject and
subordinate to the Declaration in a form approved by City
pursuant to Paragraph 1 above.

(d) Each new lease shall contain
the same terms, covenants, provisions, conditions and agreements
as those contained in this Lease, including the right to further
divide the new leases under this Section 2.1, except that:

(1) The definition of
Developer in Section 1.5.2 of this Lease shall be modified as may
be appropriate and references to SDC and CB&C shall be modified
as may be appropriate. Section 1.1 shall be modified to clarify
that the premises demised by the new lease are a portion only of

the Project.



(ii) Each new lease shall
provxde by its terms that it shall serve to release from this
Lease, or any other lease being supplanted by said new lease, the
portion of the Premises covered by such new lease.

(iii) Each new lease shall
prov1de in Section 2 that its term commenced on the date the term
of this Lease commenced and set forth the expiration date of the
term of such new lease.

(iv) The total Minimum
Base Rent payable for use of the Premises shall be allocated to
any such new lease as the parties may agree, provided that if the
parties are unable to reach agreement upon such allocation within
thirty (30) days of the date that Developer submits to City a
proposed allocation for such rental, such allocation shall be
determined through appraisal pursuant to Section 3 below. City
shall be deemed to have approved of any such proposed rental
allocation propvosed by Developer, unless City notifies Developer
in writing within twenty (20) days of its receipt of such
proposal of its disapproval thereof and of the rental allocation
proposed by City. Any such proposed allocation made by Developer
shall include the legal descriptions of the vroperty to be
demised by each such new lease, together with a copy of the
Declaration or proposed Declaration. Said appraisal shall
determine the respective fair market values of the property to be
subject to each new lease, appraised for the use then being made
of such property by Developer, and/or to the extent no such use
is then being made, for the uses permitted by each such new lease
and the Declaration. Such appraisal shall take into account the
effect of the Declaration. 1In the event that either City or
Developer elect to submit any dispute concerning the terms and
provisions of the Declaration to arbitration, pursuant to
Paragraph 1 above, the appraisal contemplated by this subpara-
graph (but not the appointment of the arbitrators) shall be
postponed until any such dispute has been settled. Upon the
determination of the respective fair market values of the said
property to be subject to each such new lease, the Minimum Base
Rent shall be allocated in proportion to the ratios between said
respective fair market values. An appropriate modification shall
be made to the dollar amounts used as examples in Section 3.2.
Nothing herein shall be deemed to alter the total amount of
Minimum Base Rent to be paid to City for use of the Premises.

(v) Each such new lease
shall recite that it is subject and subordinate to the Declar-
ation, as well as to any instrument recorded on the property
subject to the neéw lease to establish a condominium or planned
unit development regime with City's approval pursuant to this
Lease, and grant and lease to Developer and reserve to City any
reciprocal easements established in the Declaration or any such
instrument, for the benefit of or burdening the real property
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demised by such new lease. To the extent reasonably required,
such Declaration and/or other instrument shall establish ease-
ments for ingress and egress, utilities and reciprocal parking
required for the property demised by each new lease.

{vi) The amount of the
deposit described in Section 17.1.1 shall be allocated between
the new leases in the same proportions as Minimum Base Rent is
allocated.

(vii) The Scope of Develop-
ment described in Section 7.1 and the construction schedule
attached to this Lease as Exhibit "F" shall be modified to
indicate only those portions of the required construction that
Developer elects to include in each such new lease, provided that
the description of the Scope of the Development and of the
construction required in Exhibit "F", in each new lease, when
aggregated, shall include all of the work described in Section
7.1 of this Lease and in Exhibit "F" to this Lease and the times
within which such work is to be commenced and completed shall not
be extended.

(viii) The option to lease
provisions shall be deleted, including Exhibit "C", Sections 2.2
and 2.3 and other references to such option, as may be
appropriate.

(ix) The square footage
amount in Section 17.1.2 shall be allocated as the parties may
agree, but in the absence of such an agreement in the same
proportions as Minimum Base Rent is allocated. The parties agree
to cooperate reasonably in allocating such square footage amount
in a manner consistent with the anticipated building areas on the
real property to be subject to each new lease.

(x) The real property to
be subject to each new lease shall include a buildable area for
not less than one (1) freestanding building or not less than one
(1) legal lot, parcel or condominium unit. Condominium units
and/or lots in a planned unit development improved in a single
phase shall be leased and demised under a single new lease,
unless the creation of separate new leases for each such unit or
lot is necessary to prevent the reassessment of the possessory
interest in all such units or lots upon the sublease of a single
such unit or lot under Article XIII A of the California
Constitution and/or statutes, rules and regulations adopted to
implement such Article. All such new leases, including leases
into which any such new lease may be divided, shall contain
provisions sufficient to prohibit the creation of greater than
the number of total new leases permitted by this Paragraph (X).



(x1i) Each such new lease
shall provide that City may withhold its consent to any assign-
ment under Section 5.1.1 unless the assignor's intere - in all

new leases, then in effect, is similarly assigned or transferred
to the same assignee.

(xii) Each such new lease
shall provide that any default by the lessee under any such other
new lease shall constitute a default under such new lease, if,
but only if, the party or parties acting as the "Developer" under
such new lease are the same party or parties acting as the
"Developer” under such other new lease, which default under such
new lease shall constitute a default not susceptible of being
cured by a lender on the security of the leasehold estate for the
purposes of Sections 4.2 and 4.6 of this Lease. Section 4.2(g)
in any new lease shall not permit City to recover costs from the
Developer under such new lease incurred to cure defaults under

any other new lease.

(xiii) Any such new lease
for an industrial/commercial planned unit development or
condominium development shall provide, with respect to any Ground
Sublease with an owners' association of lots or parcels
restricted to common area usages, that City's obligation to
execute a non-disturbance agreement shall not be affected by
reason of such Ground Sublease providing for the payment of a
nominal fixed rental payable hereunder shall be allocated to any
such new lease leasing and demising such common area lots and/or
parcels, only, to be sublet to such an owners' association.

(e) Developer shall not then be in
default hereunder.

(f) The segregation of this Lease
into two (2) separate new leases shall constitute the substitu-
tion of said new leases for this Lease and each new lease and the
easements provided for therein, if any, shall have the same
priority of title as this Lease and any and all subleases entered
into by Developer shall automatically be subject and subordinate
to each such new lease, to the extent affected thereby.

2,2 Short Form New Lease. Concurrently with the
execution and delivery of any new lease pursuant to Paragraph 2.1
above, the parties shall execute and record two short form leases
each evidencing one such lease, which short form leases shall
cohtain the following recitals:

" (a) That the short form lease is subject to
the terms, covenants and provisions of the lease evidenced

thereby.



(b) That the short form lease and the lease
evidenced thereby are subject and subordinate to the Declaration.

(¢) That the short form lease and the lease
evidenced thereby have been executed and delivered pursuant to
this Exhibit "E" in order to substitute the terms, covenants and
provisions of the lease evidenced thereby for those of this
lease, as required by and in accordance with the terms of this
Lease, and that the said lease evidenced thereby shall have the
same priority of title as though executed and delivered at the
time of execution and delivery of this Lease on the date first
written above and as though such short form lease was recorded
concurrently with the short form of this Lease.

3. APPRAISALS.

Any value to be determined by appraisal shall
be determined by appraisal as follows:

Each party hereto shall appoint a qualified and
experienced MAI or egquivalent appraiser to complete an appraisal
within sixty (60) days. 1If the appraisers, so appointed by the
parties, agree upon the value of the property, the appraisal
figure agreed upon shall be the value of said property. If the
appraisals differ, but not by more than five percent (5%), they
shall be deemed to be in agreement, and the appraisals shall be
averaged to determine the fair market value of the property. If
the appraisers selected by the parties, whose appraisals are used
for the purpose herein stated, are unable to agree upon the value
of the property within said sixty (60) days, said appraisers
shall immediately appoint a third qualified and experienced MAI
or equivalent real estate appraiser to complete an appraisal
within thirty (30) days. The parties agree for the purpose of
calculating the value to be determined by appraisal, the
appraised value shall be deemed to be that amount which is
determined by taking the average of the two (2) appraisal figures
which are closest to each other. The parties agree to share
equally in the cost of the third appraisal.



CONSTRUCTION REQUIREMENTS

1. Subject to force majeure as defined in Section
17.4 and to Section 7.4.3, Developer agrees to commence the
construction of 150,000 square feet of building improvements,
upon the business park portion of the Project within one (1) year
of the commencement date of the lease term and to thereafter
diligently prosecute such construction to completion.

2. Subject to force majeure as defined in Section
17.4 and to Section 7.4.3, Developer agrees to commence the
construction of the balance of the building improvements required
to be constructed upon the business park portion of the Project
either prior to or as soon as is reasonably possible following
the completion of the construction and marketing of the phase one
construction described in Paragraph 1 above, taking into consi-
deration financing constraints and the economic feasibility of
development, provided that subject only to such force majeure and
to Section 7.4.3, such construction shall be commenced on or
before the expiration of the tenth lease year.

3. The building improvements that Developer is
required to construct upon the business park portion of the
Project will be the lesser of (i) 488,500 square feet of building
improvements, or (ii) eighty percent (80%) of the building
improvements permitted to be constructed upon the business park
portion of the Project under the applicable PD-2 Ordinance.

EXHIBIT "F"



EXHIBIT "G"

Exhibit "G" has intentionally been left blank.

EXHIBIT "G"



FAA REQUIRED LEASE PROVISIONS

1. Lessee agrees to comply with the notification
and review reqguirements covered in Part 77 of the Federal
Aviation Regulations in the event that future construction
of a building is planned for the leased premises, or in the
event of any plan modification or alteration of any present
or future building or structure situated on the leased
premises.

EXHIBIT "H"



EXHIBIT "I"

Exhibit "I" has intentionally been left blank.

EXHIBIT "I"
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SHORT FORM GROUND LEASE
(Parcel 12 of Parcel Map No. }153097 of Business Park)

THIS SHORT FORM GROUND LEASE (Parcel 12 of Parcel Map
No. 15307 ©of Business Park) ("Short Form Ground Lease") is made
and entered into as of this 10+h day of March ; 1983 (but
shall be deemed at all times mentioned herein and for all
purposes mentioned herein to relate back to August &, 1982, the
date of recordation (as Instrument No. 82-795499) in the Official
Records of the Los Angeles County Recorder of that certain Short
Form Ground Lease referred to below (the "Master 3hort Form")),
by and between City of Long Beach, a municipal corporation
("City") and Long Beach Airport Business Park, a California
general partnership ("Developer"). This Short Form Ground Lease
and the Lease Agreement (Parcel 12 of Parcel Map No. 15307 of
Business Park) dated March 10 + 1983 (the "Ground Lease")
evidenced by this Short Form Ground Lease have been executed and
delivered pursuant to Exhibit "E" to that certain Lease Agreement
dated April 23, 1981 betwen City and Developer (the "Master
Ground Lease") in order to substitute the terms, covenants, and
provisions of the Ground Lease for those of the Master Ground
Lease, as required by and in accordance with the Master Ground
Lease. The Ground Lease shall have the same priority of title as
though executed and delivered at the time of execution and
delivery of the Master Ground Lease on April 23, 1981 and as
though this Short Form Ground Lease was recorded concurrently
with the Master Short Form.

RECITALS:

City does hereby lease and demise to Developer that
certain real property in the City of Long Beach, County of Los
Angeles, State of California, more particularly described in
Exhibit "A" attached hereto and all rights, privileges and
easements appurtenant thereto ("Premises" herein) pursuant to and
upon all of the terms, covenants and provisions set forth in the
unrecorded Ground Lease, the terms, covenants and provisions of
which are hereby incorporated herein and made a part hereof by
reference.

NOW, THEREFORE, the parties hereby agree as follows:

1. The commencement date of the lease term is
July 8, 1982,

2. The term of the Ground Lease shall continue for
fifty (50) years, subject to earlier termination as provided in
the Ground Lease.

-1-
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3. The Ground Lease grants to Developer the right
to subdivide the Premises and to divide the Ground Lease into two
(2) or more leases, each of which shall supplant the Ground Lease
provided that any such new lease (hereinafter "new lease") shall
have the same priority of title as this Short Form Ground Lease
and all subleases entered into by Developer, as a sublessor,
shall be subject and subordinate thereto, to the extent affected
thereby. Any such division shall be effectuated by recordation
of a new short form ground lease as to each such new lease, which
new short form ground lease shall relate back to August 6, 1982
(the date on which the Master Short Form was originally recorded)
and recite that it has been executed and recorded in order to
substitute the terms, covenants and provisions of the new lease,
evidenced thereby, for the terms, covenants and provisions of the
Master Ground Lease and the Ground Lease, insofar as such new
lease affects the real property demised by the Ground Lease and
to release and cancel the Ground Lease insofar as the Ground
Lease affects the real property demised by the said new lease,
evidenced by such new short form ground lease, all as provided
for in accordance with the terms and provisions of the Ground
Lease. ' '

4, This Short Form Ground Lease and the Ground
Lease are and shall be subject and subordinate to (1) that
certain Maintenance Declaration (Long Beach Airport Business
Park) dated January 31, 1983 and recorded on March 8, 1983 as
Instrument No. 83-256290 in the Official Records of the Los
Angeles County, California Recorder and to (2) that certain
Declaration of Covenants, Conditions, and Restrictions dated
January 31, 1983 and recorded on March 9, 1983 as Instrument No.
83-262462 in the Official Records of the Los Angeles County,
California Recorder; provided, however, that Developer's
obligation to pay rent under the Ground Lease shall not be
affected in any way because of such subordinations.

5. City shall have the right to encumber its
reversionary interest in and to the real property demised by the
Ground Lease and/or the rentals and profits accruing under the
Ground Lease provided that any such encumbrance shall be subject
and subordinate to any replacement ground lease delivered to a
"lender on the security of the leasehold estate” as defined in
and pursuant to Section 4.6 of the Ground Lease upon a termin-
ation or cancellation of the Ground Lease, and to any new lease
resulting from any division of the Ground Lease described in
Paragraph 3 above and provided further that any such encumbrance
requires, by its terms, that the holder or beneficiary thereof
agree to execute any instrument reasonably required in order to
subordinate the lien or charge thereof to any such replacement
lease or new leases or to any restriction, encumbrance, dedica-
tion, Declaration, conveyance, lot split or other matter executed
or consented to by Landlord pursuant to Section 7.4.9 and/or
Paragraph 1 of Exhibit "E" of the Ground Lease and to execute any

-2~



agreement required by Section 5.2 of the Ground Lease by such
holder or beneficiary.

6. Developer shall pay the real property taxes and
assessments against the Premises during the term hereof, as more
specifically provided in the Ground Lease.

7. Notwithstanding that the ownership of City's
and Developer's estates in and to the Premises may become vested
in the same party for any reason, no merger of Developer's
leasehold estate into City's fee title shall result or be deemed
to result thereby, as provided in Section 4.8 of the Ground
Lease, provided that this provision shall not be deemed appli-
cable to a termination of Developer's leasehold estate by reason
of Developer's default or a taking under the power of eminent
domain pursuant to the Ground Lease, or otherwise pursuant to the

terms of the Ground Lease.

8. The Ground Lease grants to Developer the right
to enter upon the Premises demised thereby for a period of sixty
(60) days following the expiration of the term of the Ground
Lease in order to remove any or all of the buildings and other
improvements constructed upon said Premises by or under

Developer.

9. The Ground Lease grants to Developer the right
to sell any buildings from time to time constructed upon the
Premises, provided that such buildings shall be and remain
subject to the terms and conditions of the Ground Lease and shall
be used and developed only in accordance with the Ground Lease.

IN WITNESS WHEREOF, the parties have executed this Short
Form Ground Lease as of the day and year first above written.

CITY OF LONG BEACH,
a municipal corporation

By

John E. Dever, City Manager

" Ci ty'l



form this

Long Beach Airport Business Park,
a California general partnership

By:

By:

Signal Development Corporation,
a California corporation
(General Partner)

By:

(Title)

(Title)

Carlton Browne and Company,
Incorporated,

a California corporation
{General Partner)

By:

(Title) .

By:

(Title)

"Developer"

This Short Form Ground Lease is hereby approved as to

day of

2 9__.0

ROBERT W. PARKIN,
City Attorney

By

Roger P. Freeman, Deputy



STATE OF CALIFORNIA )
) SS.
COUNTY OF LOS ANGELES )
On , before me, the under-

signed, a Wotary Public in and for said State, personally
appeared JOHN E. DEVER, personally known to me to be the person
who executed the within instrument as CITY MANAGER of the City of
Long Beach, a municipal corporation and acknowledged to me that
the municipal corporation executed it.

WITNESS my hand and official seal.

SIGNATURE:
(SEAL)
STATE OF CALIFORNIA )

)} ss.

COUNTY OF ORANGE )

On » 198 , before me, the under-
signed, a Notary Public in and Eor said State, personally
appeared , and

personally known to me (or proved to me on the basis of
satisfactory evidence) to be the persons who executed the within

instrument as and ’
respectively, of SIGNAL DEVELOPMENT CORPORATION, the corporation

that executed the within instrument, said persons being known to
me to be the persons who executed the within instrument on behalf
of said corporation, said corporation being known to me to be one
of the general partners of LONG BEACH AIRPORT BUSINESS PARK, the
general partnership that executed the within instrument and
acknowledged to me that such corporation executed the same both
individually and as a general partner of said general partnership
and that such general partnership also executed the same.

WITNESS my hand and official seal.

Notary Public

(éEAL)



STATE OF CALIFORNIA

N

ss.
COUNTY OF ORANGE )
On » 198 _, before me, the under-
signed, a Notary Public in and for said State, personally
appeared , and

personally known to me (or proved to me on the basis of
satisfactory evidence) to be the persons who executed the within

instrument as and ,
respectively, of CARLTON BROWNE & COMPANY, INCORPORATED, the
corporation that executed the within instrument, said persons
being known to me to be the persons who executed the within
instrument on behalf of said corporation, said corporation being
known to me to be one of the general partners of LONG BEACH
AIRPORT BUSINESS PARK, the general partnership that executed the
within instrument and acknowledged to me that such corporation
executed the same both individually and as a general partner of
said general partnership and that such general partnership also
executed the same.

WITNESS my hand and official seal.

Notary Public

{(SEAL)
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