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\ PERCENTAGE LEASE:

Approyed’by Council Reﬁb]qtioh

No.w;aated .GCT 1 7»1983

THIS LEASE AGREEMENT is executed 5y and between TKE CITY OF SAN DIEGQ, -a

municipal corporation, hereinafter ca11ed'”CITY“ and MONTGOMERY AIRPORT HOTEL, LTD.,
a Texas Limited Partnership, the General Partner being Longcrier Associates Sén
0iego-I, Limited; H. L. Longcrier, Jr., hereinafter called "LESSEE".

1. DEMISED PREMISES. CITY hereby leases to LESSEE and LESSEE Teases from CITY
311 Of that certain real property situated in the CITY of San Diego, County
of San Diego, State of California, described as Lots 14 and 15, Montgomery
Field and shown delineated on Exhibit "A" attached hereto and by this
reference made part of this agreement. Said real property is hereinafter
called the "premises." '

A. PERMITTED USE. Said premises are leased to LESSEE only for the purpose
of construction, operation and maintenance for use by the general public
of a hote] facility consisting of a hotel, restaurants, cocktail Tounges,
banguet and conference rooms, lobby shops for the sale of clothing,
jewelry, novelties, sundries, off-sale liquor, and personal services,
and transient tiedown and hangar facilities for hotel guests and for such
other related or incidental purposes as may first be approved in writing

by the City Manager and for no other purpose.

B. OBLIGATION TO DILIGENTLY USE. LESSEE covenants to use said premises for
the above-specified purposes and to diligently conduct the business thereon
to produce a reasonable and substantial gross income. '

C. RELATED COUNCIL ACTIONS. By the granting of this lease, the City Council
of the City of San Diego is not obligating itself with regard to any other
discretionary action relating to development or operation of said premises.
Such discretionary action includes, but is not 1imited to rezonings,
variances, environmental clearances or any other governmental agency
gpprovals which may be required. ‘ i '

I1. TERM OF AGREEMENT

A.  COMMENCEMENT AND TERMINATION. The term of this agreement shall be fifty'
(50) years commencing on the first day of the calendar month following the
date of execution hereof by CITY. '

B.' SURRENDER OF PREMISES. At the expifation or earlier termination of this

lease, LESSEE shall execute, acknowledge and deliver to CITY, within five
days after written demand by CITY, a valid and recordable quitclaim deed
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zgoye}ing al] of the leasehold premises. The leasehold premises shall
be delivered free and clear of all liens and encumbrances.

111. CONSIDERATION

A.

PERCENTAGE RENT.

Beginning on the date of commencement of the Operation Pericd as herein
defined, LESSEE shall pay to CITY, monthly in arrears, and on or before
the last day of the calendar month following that month in which the
revenue subject to rent was earned, a sum of money equal to:

SIX PERCENT (6%) of gross income derived from the rentai of
rooms up to and including a total gross room rental income
of $3,500,000 for the first Jease year; SEVEN PERCENT (7%)
of said gross room rental income exceeding $3,500,000 up to
and including $4,000,000; and EIGHT PERCENT (8%) of said gross
~ room rental income in excess of $4,000,000 vor the first lease year.

SIX PERCENT (6%) of gross room rental income derived from the rental
of rooms up to and inciuding a total gross room rental income of
$4,200,000 for the second lease year; SEVEN PERCENT (7%) of said
gross room rental income exceeding $4,200,000 up to and including
'$4,700,000; and EIGHT PERCENT (8%) of said gross room rental income
in excess of $4,700,000 for the second lease year.

SIX PERCENT (6%) of gross room rental income cerived from the rental of
rooms up to and including a total gross room rental income of $4,700,000
For the third lease year; SEVEN PERCENT (7%) of said gross room rental
income exceeding $4,700,000 up to and including $5,200,000; and EIGHT
PERCENT (8%) of said gross room rental income in excess of $5,200,000
for the third lease year.

SIX PERCENT (6%) of aross room rental income derived from the rental

of rooms up to and including-a total of gross room rental inccme of
$5,200,000 for the fourth lease year; SEVEN PERCENT (7%) of said gross
room rental income exceeding $5,200,000 up to and including $5,700,000;
and EIGHT PERCENT (8%) of said gross room rental income. in excess.of
$5,700,000 for the fourth lease year.

SIX PERCENT (6%) of gross rental room rental income derived from the
rental of rooms up to and including a total of gross room rental income
of $5,600,000 for the fifth lease year; SEVEN PERCENT (7%) of said
gross room rental income exceeding $5,600,000 up to and including
$6,100,000; and EIGHT PERCENT (82) of said gross room rental income

in excess of $6,100,000 for the fifth lease year.

EIGHT PERCENT (8%) of gross iﬁccmg_derived from the rental of rooms
" beginning with the sixth Tease year. : :

THREE PERCENT (3%) -of gross income derived from the sale of food
and non-alccholic beverages.



FIVE SCENT (5‘}’.')_ of gross incon.:ierived from the
sale c®WPalccholic beverages. '

"EIGHT PERCENT (8%) of gross'income derived from all
other sources except as otherwise specifically
agreed.

Provided, however, that the City Manager and LESSEE may
mutually agree in writing to another percentage rate or

flat rate of rent for every such other sale, service or

operation not specifically named herein prior to

commencement of each other sale, service or operation

as approved by the City Manager.

RENT.

FINANCING PERIOD. The Financing Period shall consist of
that .portion of the term of this lease beginning upon
the effective date herecf, and ending upon the earlier
of the date of Commencement of Construction (hereinafter
defined) -or the expiration of 120 days. For purposes
hereof, Commencement of Construction shall be that date
on which occurs ‘excavation in preparation for the
foundation for improvements to be constructed on the
leased premises. This . lease, and <the covenants,
agreements, representations, " warranties, rights,
obligations and duties of the parties hereunder, shall
not be binding, and shall be of no force and effect in
the event that LESSEE, wupon the expiration of 120 davs
following the effective date hereof, is unable to secure
construction pericd and permenant financing for the pro-
posed development from an institutional 1lender upon
terms and conditions reascnably satisfactory to LESSEE
(and which financing is thereafter aporoved by City
Manager, which approval shall not be unreasonably with-
held or delayed) or a binding commitment from such . a
lender for such financing. Notwithstanding the fore-
going, in :the event that LESSEE is unable to secure
such financing within 120 days from the effective date
hereof, ©but reascnably anticipates that such financing
will be available, LESSEEZ shall be entitled to not more
than two additional pericds of 30 days each within
which to secure such financing, and LESSZE shall pay to
CITY 1in advance for each such 30-day period or portion
thereof that it elects to taKe, the sum of $10,000.00.

CONSTRUCTION PERIOD. The Construction Period shall be
that portion - of the term of this agreement beginning
upon the expiration of the Financing Period and ending
upon the earlier of Commencement of Operations, as here-
inafter defined, or upon the expiration of 20 months
(subject to- force majeure extensions) following the
effective date of this lease. The consideration to CITY
during said Construction Period shall be the development
of the leased premises in accordance with Section IV. 8.
DEVELOPMENT, to the reasonable satisfaction of City
Manager. No c¢ash rents shall be required during this
Construction Period  except as specified 1in Paragraph
ITII. B. 3. below.
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SOFT OPENING PERIOD. Included in the Construction

Period, shall be a 4-month "Soft Opening Period". Said
Soft Opening Period shall be considered a training
period for LESSEE's operations staff and shall begin on
the date upon which a certificate of occupancy is filed
for any improvements on the premises and a hotel room 1is
first occupied by any member of the general public, and
shall end 120 days thereafter, but in no event more than
16 months following the Commencement of the Construction
Period. LESSEE shall pay CITY percentage rents (but not
minimum rents as set forth in Paragraph III.E.) as set
forth in Paragaph III. A. above during said Soft Opening
Period, but said rents shall not affect the provisions
of, or the beginning of, the Operaticns Period as set
out in Paragraph III. B. 4 and 5 below.

OPERATIONS PERIQD. For that portion of the term of
this agreement beginning upon the date of Commencement
of Operations, as hereinaiter defined, and for the

remainder of said term, the rent shall be payable to
CITY in accordance with Sections III. A. PERCENTAGE RENT
and ITI. E. MINIMUM RENT. ' ' )

DEFINITION OF COMMENCEMENT OF OPERATIONS. For the
purpcse of determining when LESSEE shall commence
payment of rental based on the provisions of Sections
I11I. A. and III. E., "Ccmmencement of Operations” shall

commence on the earlier of the expiration of <the Soft
Opening Period or the expiration of 16 months following
the commencement of the Coristruc¢tion Feriocd.

PERCENTAGE RENT ADJUSTMENT. . At least four (4) months
prior. to the end of the 20th year of the term of <this
agreement . and at least four wonths prior to the end of
each tenth vyear thereafter, the parties hereto shall
negotiate in good faith to adjust the percentage
rate{s), consistent with' 'the uses authorized by this
lease, to be in efféct for the ensuing ten-year pericd.
Said adjusted percentage rate(s) shall become
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effective upon the first day of the succeeding ten-year period.
Provided, however, in the event that such adjustment is not made
by mutual consent prior to sixty days before the end of said ten-
year periods, then the parties hereto will refer the matter to
arbitration under the terms hereinafter set forth.

APPRAISER DETERMINED PERCENTAGE RENT ADJUSTMENT. 1In the event the
parties do not agree upon the amcunt of adjustment tg said percentage
rates as provided for in the previous paragraph, then the adjustment
shall be determined by a qualified professional independent real estate
appraiser selected by mutual consent of the.parties to this agreement
from the 1ist of appraisers approved by the City Ccuncil of CITY. 1In
the event the parties do not reach agreement as to selection of a
mutually acceptable appraiser; -then CITY and LESSEE will each select a
qualified professional .independent real estate appraiser who in turn
will select a third qualified professional independent real estate
appraiser-who will be employed to set the percentage rates to be applied
to LESSEE's gross income for the ensuing period until the next percentage
rent adjustment. In the event a mutually acceptable third appraiser is
not agreed upon between the two selected appraisers within ten days, then
the two selected appraisers will be discharged and the process repeated
until mutuaiity is achieved and an appraiser is selected to complete the
assignment. FEach party shall pay the cost of its own selected appraiser
and both CITY and LESSEE agree to equally share the cost of the third
mutually apoointed appraiser. CITY and LESSEE agree to accept and be
bound by the percentage rates determined by the appraiser selected to
complete the assignment.

In establishing the percentage rates for the items under conircversy, the
appraiser shall consider the CITY's property as a fee simple absolute
estate, as vacant and available for a full lease term on the open market
for uses consistent with the authorized purposes of this lease at the
commencement of the rental period under consideration. The appraiser

“will be guided by the then prevailing published market percentage rates

for similar operations primarily (if available) within the Southern
Ca]ifornia area.

The date of yalue of the appraisal shall be on the date of rental
adjustment as hereinabove established. In the event the appraisal is
not completed in time to permit the percentage adjustment to be made
upon the date specified, LESSEE agrees to continue to pay rent in
accordance with the then existing lease rates and the adjustment, when
determined, will be retroactive to csaid effective date of rental adjust-
ment as hereinabove established. Any deficiency shall be paid by LESSEE

" within sixty days after determination of the new percentage rate(s). In

no event, however, shall any rent adjustment result in any decrease in
any percentage rental rate.

GROSS INCOME. Gross Income, as used in this lease, shall include all income

resulting from occupancy of the leased premises from whatever source derived
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W “-»'Jhether received or to _.ome due. Gross income from ve.ng machines
‘and/or coin-operated machines, not owned by LESSEE, shall be based on
. commissions derived by LESSEE from the vending machines and/or coin- _

. operated machines, rather than the total gross receipts of said vending and/or
coin-operated machines. 1In the event that the total gross receipts of said
machines exceed $5,000. per month, then said total gross receipts shall be
subject to the applicable percentages outlined in Section III. A. hereof
instead of the income receivyed by LESSEE from said machines. Provided,
however, gross income shall not include federal, state, or municipal taxes
collected from the consumer (regardless of whether the amount thereof is
stated to the consumer as a separate charge) and paid over pericdically by
LESSEE to a governmental agency accompanied by a tax return or statement as
required by law. The zmount of such taxes shall be shown on the books and
records elsewhere herein required to be maintained. The aforesaid percentage
rent shall be calculated and paid by LESSEE on the basis of said gross income
whether the income is.received by LESSEE or by any sublessee or their agents
and all gross income received by any sublessee. or other party as a result of
occupancy of said premises or the operation thereof shall ke regarded as
aross income of LESSEE for the purpose of calculating the percentage rent
hereunder required to be paid by the LESSEE to CITY.

D. FINANCIAL RECORDS MAINTENANCE

(1) LESSEE shall keep true, accurate and complete records in a manner and
form mutually satisjactory to CITY and LESSEE and agreed upon within
90 days after the effective date of this agreement from which CITY can
at all reasonzble times determine the nature and amounts of gross income
subject to rental from the operation of the lezsed premises. 1In the
event that LESSEEZ and CITY fail to agree on a mutualiy-satistactory
manner and form of recordkeeping within such ninety (90) day period,
CITY shall select an independent firm of certified public accountants
-of national standing and a determination of that firm as to the records
to be.kept, and the manner and form of such records, shall be binding
upon the parties hereto. Such records shall show all transactions
relative to the conduct of the operation and such transactions shall be
supported by documents of original entry such as sales slips, cash
register tapes, all sales or rentals of merchandise and services
rendered shall be recorded by means of a cash register system and/or
comparable computer system which automatically issues a customer's
receipt or certifies the amount recorded on a sales slip. Said_cash
register sall have a locked-in total which is constantly accumulating,
which total cznnot be reset, and at the option of CITY, a constantly
locked-in accumulating printed transaction counter which capnot be reset,
and/or a printed detailed audit tape loczted within the register. Com-
plete beginning and ending cash register reading shall be made a matter
of daily record, purchase invoices and tickets issued, or other means -
satisfactory to CITY. The CITY Auditor and Comptro!]er.shall audit the
business of LESSEE, its agents, sublessees, concessionaires or licensees
operating on the premises at lease once every three (3) years or more
frequently as appropriate.



(3)

(4)

In the event such audit discloses that the percentage rental required
for the period audited exceeds the amount of percentage rental paid to
CITY by LESSEE during said period, LESSEE shall pay to CITY the amount
of such deficiency within thirty (30) days of notification thereof by
CITY. 1In the event that such audit discloses that the percentage rental
required for the period audited is less than the amount of rents paid

to CITY during said period, the amount of overpayment shall be credited
against the then next successive rent payments until said overpayment is
fully credited. Any such overpayment occurring in the last lease year
shall be refunded by CITY w1th1n thirty (30) days of said audit findings.

LESSEE shall also maintain accurate records of actual and prOJecLed
operating expenses and revenue, and such- other operating information
as City from time to time deems necessary and LESSEE shall submit such
information to CITY upon request.

Said records "and accounts shall be maintained separate from all other
accounts not relating to the operation of the leased premises and shall
be made available to CITY at-one location within the limits of the City
of San Diego. CITY shall have, through its duly-authorized agents or
representatijves, the right to examine and audit said records and accounts
at any and all reasonable times. ' In the event of discrepancies between
the audit furnished to CITY in the benalf of LESSEEZ and the CITY's audit,
a final determination shall be made by one of the "Big 3" accounting
firms. Any additional sums due CITY as determined by CITY's audit are
due and payable within thirty (30) days of notification thereof by CITY.

In the event that such audit discloses that the rent for the audited
period has been underpaid in excess of five percent (5%) of the total
required rent, then LESSEE shall pay CITY ten percent {10%) of the
amount by which said rent was underpaid in addition to the unpaid rents
so shown to be due CITY as compensation to CITY for administrative cost

and loss of interest.

E. MINIMUM RENT

1,

Amount and Payment. For that period of this lease agreement beginning
upon the commencement of operations period and through the last day of
the fifth year following said beginning date LESSEE is required to pay
CiTY percentages of gross income, if the total amount of said percentage
of gross income paid to CITY by LESSEE is any one year ending upon the
day prior to the anniversary date of the commencement of this agreement
(lease year) is less than the sum of $230,000 herein referred to as
"minimum rent", then LESSEE shall pay to CITY within sixty days of

said anniversary date a sum of money equal to the difference between
the amount actually paid to GITY and the minimum rent. Provided,
however, if the anniversary date and the date upon which LESSEE is
required to commence payment of a percentage of gross income do not
coincide, then said minimum rent and percentage rents for that year
shall be prorated to the anniversary date, which shall become the
computation date thereafter.
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2. ' Minimum Rent Adjustment. Prior to the end of the fifth year following
) n‘ the commencement of the oberacions period and prior to the end of each
third year thereafter, the minimum rent for the ensuing three-year

period shall be adjusted to eighty percent (80%) of the average annual
rent paid CITY during the three years preceding the rental review dacte.

In no event, however, shall any rental adjustmenc result in a decrease
in rencts.

F. DELINQUENT RENT

In the evyent LESSEE fails to pay the applicable rents when due, then
LESSEE shall pay CITY, in addition to the delinquent rent, a sum of
money equal to THREE PERCENT (3%) of said delinquent rent; provided,
however, in the event said delinquent rent is still unpaid after fifteen
days of becoming delinguent, then LESSEE shall pay CITY, instead of said
THREE PERCENT, @ sum of money equal to EIGHT PERCENT (8%) of said delin-
quent rent. It is the intent of this provision that CITY shall be
compensated by such additional sums for loss resulting from rental
delinquency including costs to CITY of servicing the delinguent account.
The City Manager, at his option, may for dood cause waive any such

delinquency compensation required herein, upon written application of
LESSEE. ' '

G. DEVELOPMENT AS ADDITICNAL CONSIDERATION

LESSEE agrees that as consideration for granting this lease jt & LESSEE's
obligation to develop the leased premises in accordance with the City
approved Development Plan identified in Section IV, 8, DEVELOPMENT of
this agresment.

f. COVENANTS AND CONDITIONS

‘AL CITY COVENANTS

1. Quiet Possession. LESSEE, paying the said rent and performing the
covenants and agreements herein, shall and may at all times during
the said term peaceably and quietly have, hold and enjoy the said
premises for the term hereof. If CITY 7or any reason whatsoever cannot
deliver possession of the said premises to LESSEE at the commencement of
said term as hereinbefore specified, or if LESSEE is dispossessed through
action of a title superior to CITY's, then and in either of such events,
this lease shall not be void or voidable nor shall CITY be liable to
LESSEE for any loss or damage resulting therefrom , but there shall be
determined and stated in writing by the City Manager of CITY a pro-
portionate reduction of the rent covering the period or periods during
which LESSEE is prevented from having the quiet possession of all or a
portion of the demised premises. :

2. Assianment and Subletting. Subject to prior CITY approval in each in-
' stance, LESSEE may assign this lease or any interest therein and may

sublease zny portion hereof to an assignee or sublessee who has, in
the cpinion and in the sole and absoluté discretion of City Manager,
the financial capability and overdll competence to successiully operate
the assjcned or subleased porticn of the premises. This lease and any
intarest herein shall not be assignable by cperation aof law without the
written consent of the CITY.

-7-




"Assignment,”" for the purpose of this clause shall include any
transfer of any ownership interest in LESSEE by any partners,
principal, or stockholders, as the case may be.

Approval of any assignment or sublease shall be conditioned upon

the assignee or sublessee agreeing in writing that it will assume

the rights and obligations thereby assigned or subleased and that

it will keep and perform all covenants, conditions and provisions

of this agreement which are applicable to the rights acquired. The
City Manager may require, as a condition to approval of any sublease

or assignment, that the proposed sublessee or assignee pay additional
rent to CITY to equal the full fair market rent justifiable at the date
of such proposed sublease or assignment.

Right to Encumber. CITY does hereby consent and agree that LESSEE may

encumber this lease, its leasehold estate and its improvements thereon
by deed of trust, mortgagz, chattel mortgage or other security type
instrument to assure the payment of a promissory note or notes of the
LESSEE only for improvements to the leasehold. CITY further agrees
that in the event said deed should at any time be in default and be
foreclosed or transferred in ljeu of foreclosure, the CITY will accept
the mortgagee or beneficiary thereof, if reputable, qualified and
financially responsible, such as & State or Federal regulated financial
institution, as its new tenant under this lease with all the rights,
privileges and duties granted and imposed in this lease contract. In
the event said mortgagee or beneficiary desires to assign this lease to
its nominee, if nominee is a reputable, qualified and financially
responsible person in the opinion of CITY, CITY hereby agrees that upon
the filing of an application for consent to such assignment, CITY will
give its consent thereto.

B. LESSEE COVENANTS

EQUAL OPPORTUNITY. LESSEE agrees to abide by the City's Equal

Opportunity policy in accordance with the terms and conditions set
forth in Council Policy 300-10, a copy of which is attached to this

agreement and by this reference incorporated herein.

Compliance with Law. LESSEE agrees, at its sole cost and expense, to
comply and secure compliance with all the requirements now in force,
or which may hereafter be in force, of all municipal, county, state
and federal authorities, pertaining to the said premises, or the
operations conducted thereon, and to faithfully observe and secure
compliance with, in the use of the premises, all applicable county.
and municipal ordinances and state and federal statutes now in force
or which may hereafter be in force, and to pay before delinquency all
taxes, assessments, and fees assessed or levied upon the LESSEE or the
leased premises including the Tand and any buildings, structures,
machines, appliances or other improvements of any nature whatsoever,
erected, installed or maintained by LESSEE or by reason of the business

-8-



or other activities of LESSEE upon or in connection with the leased
premises. LESSEE recognizes and understands that thi$ lease may
create a possessory interest subject to property taxation and that
the LESSEE may be subject toc payment of property taxes levied on such
interest. LESSEE further agrees that such tax payment shall not re-
duce any rent due the CITY hereunder and that any such tax shall be
paid by the LESSEE before becoming delinguent, except such as are
being contested in good faith by LESSEE in proper administrative or
judicial proceedings. The judgment of any court of competent
Jurisdiction, or the admission of LESSEE or any sublessee or
permittee in any action or proceeding against them, or any of them,
whether CITY be a party thereto or not, that LESSEE, sublessee or
permittee has violated any such ordinancs or statute in the use of
the premises shall be conclusive of that fact as between CITY and
LESSEE,

Construction/Alerations. LESSEE agrses not to construct or install
any buildings or structures on said premises or otherwise improve or
alter said premises in any manner except in accordance with plans and
specifications previously submitted to the City Manager and approved
by him in writing. With such minor modifications as shall not deviate
in any material respect from such approved plans, such approval shall
not be unreasonably withheld. LESSEE shall not make any major struc-
tural or architectural design alterations to approved buildings,
structures or improvements installed on said premises, except in
accordance with plans and specifications previously approved in writing
by the City Manager. This provision shall not limit or set aside any
obligation of LESSEE under this lease to maintain said premises in a
decent, safe, healthy and sanitary condition, including structural
repair and. restoration of demaged or worn improvements. CITY shall
not be obligated by this lease to make any improvements or alterations
to said premises or to assume any expense therefor. CITY shall not
unreasonably withhold its approval of plans and specifications sub-
mitted by LESSEE and CITY shall respond to all reguests for approval
of plans and specifications within thirty (30) days after submission
by LESSEE. In the event that CITY fails to respond within the thirty
(30) day period, such plans and specifications shall be deemed to have
been approved by CITY.

Construction Bond. LESSEE agrees to file with CITY, prior to com-
mencement of any construction performed upon the pramises a faithful
performance bond in the amount of 100% of the construction costs of

the work to be performed. Said bond hay be in cash or may be a _
corporate surety bond satisfactory to CITY or in a ccmbination of both.
Said bond shall insure that the construction commenced by LESSEE.shall

be completed in accordance with approved plans, or at option of the CITY,
that the uncompleted construction be removed and the premises restored

to a condition satisfactory to CITY. The surety bond will be filed

with CITY and any cash used as a part of the bond may be deposited

with CITY to be held in trust for the purpose specified above or may

be placed in an escrow or other trust approved by CITY. Upon application
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ésscociated with the coperzcztion cf£ the hotel facility on the

leased premises pursuant to any acgreement with LESSEZ shall

'have approved suc dditional development, ‘1 (d) a firm of
independent certirTed public accountants anadyor other firm of
matiocnally recognized business consultants (such as Laventhol

& Horwath) shall have reviewed and reported favorably on the
economic feasibility of such additional develoopment. Before

the commencement of construction of more than the coriginal

234 rooms, and as a condition precedent to the obligation of
LESSEE to construct any additional improvements, an Environmental
Impact Report must be completed by LESSEE and certified by the
City Council of CITY. The approval of the City Manager shall
also be reguired for any subseguent phase of development; however,
no such additicnal develocoment shall result in a total amount

of hotel rooms in excess of 551 without the approval of the

City Council.

In addition, if full development of the leased premises as set
out in the General Development Plan is not completed within
ten (10) vears of the effective date of this agreement, the
undevelcped portions of the leased premises ( i.e., Parcel

B as shown on Exhibit A) shall revert to the CITY and CITY,

at its sole discretion, may use said Parcel B for any purpcse
CITY may deem appropriate. Upon reversion of said Parcel B,
CITY shall have the right to relocate any improvements on

Parcel B to insure the remainder is a usable site.

INDEMNITY. LESSEE acrees that CITY, its agents, officers and
employees, shall not be liable for any claims, alleced liabilities,
renalties, Zines or for any damages to the coods, properties

or effects of LESSEE, its sublessees or represaentatives, agents,
emplovess, guests, licensees, invitees, patrons or clientele or
of any other person whomsoever, nor for versonal injuries to,

or deaths of any persons, whether alleged to have been caused

by or resulting from any acts or omission of LESSEE or its
sublessees in or about the leased premises, or any act or
omission of any person or from any defect in any part of the
leased premises or from any other cause or reason whatscever
unless the same ' '
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by LESSEE, CITY may waive this reguirement to file a bond.
In the event thg LESSEE fails to file any ch reguired
v bond, this leas@@hay be terminated by CITYW

DEVELOPMENT. LESSEE agrees to develop the leazsed premises

in accordance with the General Development Plan approved by
the City Manager and filed with the Office of the City Clerk.
LESSEE shall apply for and obtain all governmental and re-
gulatory licenses, permits, or approvals as may be necessary
to the construction of all or any phase of the improvements

to be constructed upon the leased premises; provided, however,
that if LESSEE is unreasonably denied any such license,permit
or approval, LESSEE shall have no further obligations under
this lease. To the extent apolicable to the oroposed develoo-
ment, said plan shows the cesign, materials of construction,
elevations and colors of all structures, the plot plan of all
structures and the above-ground improvements, the uses of all
facilities, the schedule of development, the estimated con-
struction costs and financing plan and such other factors as
are necessary or desirable in the opinion of the City Manager.
The City Manager or his designee shall have the authority to
authorize changes to the plan provided that the basic concept
may not be modified without City Council approval and a document
evidencing any approved changes shall be filed in the office
of the City Clerk. The develoopment shall consist of approximately
234 hotel rooms plus restaurant and meeting room facilities,
and shall be constructed and in operation as provided for in
this lezse. Should LESSEE fail to complete construction of
improvements on the leased premises in accordance with the
schedule of development hereinabove, subject to such conditions
as are provicded for hereinabove, it is specifically agread by
LESSEE and CITY that CITY will be entitled to cdamages in the
amount of THREE HUNDRED DOLLARS ($300.00) for every day of
failure to meet said schedule of development until ccmpletion
of development, said amount representing liguicdated damages
therefore.

"CITY and LESSEE agree that there' will be a subseguent phase

or phases of development. Any subseguent develooment shall

bring the total development to a size appropriate for the ‘area

of the leased premises within ten years from the effective

date of this lease, as determined by a firm of nationally re-
cognized business consultants (such as Laventhol & Horwath)

and the then licensor, franchisor or operator, if any, of the
hotel on the leased premises. The improvements, after the
construction of any such subsequent phase or phases shall

include restaurants, shops, meeting rooms and tie-down facilities,
and such subsequent phases shall be constructed and in operation
within ten (10) years from the effective date of this agreement,
provided that the following conditions shall have occurred:

(a) construction period and permanent financing shall be avail-
able to LESSEE upon terms and conditions reasonably satisfactory
to LESSEE, taking into consideration the then-prevailing con-
ditions for loans by institutional lenders, (b) a hotel facility
shall be in operation upon the leased premises and such hotel,
during the 12 months immediately preceding such ninth anniversary,
shall have achieved an average rocm occupancy of  75%, (c) the
licersor, fraznchisor or cperator, if any, who shall then be
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shall have been caused by negligent acts or omissions by CITY,
its agents, officers, and employees, LESSEE agrees to
indemnify and save free and harmless CITY and its authorized
agents, officers, and employees against any of the foregoing
alleged liabilitries and any costs and expenses incurred by CITY
on account of any claim or claims therefor,  unless the same
shall have been caused by negligent acts or omissions by CITY,
its agents, officers, and employees. ‘

Insurance Coverage. During the entire term of this lease,
LESSEE agrees to procure and maintain public liability
insurance which names CITY as an additional insured with an
insurance company satisfactory to CITY licensed to do business
in California to protect against loss from liability imposed by
law for damages on account of bodily injury, including death
therefrom, suffered or alleged to be suffered by any person or
persons whomsoever, resulting directly or indirectly from any
act or activities of CITY or LESSEE, its sublessees or any
person acting for CITY or LESSEE or under its control or direc-
tion, and also to protect against loss from liability imposed
by law for damages to any property of any person caused
directly or indirectly by or from acts or activities of CITY or
LESSEE, or 1its sublessees, or any person acting for CITY or
LESSEE, or under 1its control or direction. However, such
insurance shall not be required to protect CITY against
injuries, including death therefrom, or damages caused solely
by the gross negligence of CITY or its employees. Such PD and
PL insurance shall also provide for and protect CITY against in-
curring any legal cost in defending claims for alleged loss,
until such time as it can be determined that said loss was a
direct result of gross negligence on the part of CITY. Such
public 1liability and property damage insurance shall be main-
tained in full force and effect during the entire term of this
lease in the amount ~of not less than ONE MILLION DOLLARS
COMBINED SINGLE LIMIT LIABILITY. LESSEE agrees to submit a
policy of said insurance to the CITY on or before the effective
date of this agreement indicating full coverage of the contrac-
tual liability imposed by this agreement and stipulating that
the insurance company shall not terminate, cancel or limit said
policy in any manner without'at least thirty days prior written
notice thereof to CITY. If the operation under this agreement
results in an increased or decreased risk in the opinion of the
City Manager, then LESSEE agrees that minimum limits herein-
above designated shall be changed accordingly upon request by
the City Manager. LESSEE agrees- that provisions of this para-
graph as to maintenance of insurance shall not be construed as
limiting in any way the extent to which the LESSEE may be held
responsible for the payment of damages to persons or property
resulting from LESSEE's activities, the activities of its sub-
lessees or the activities of any person or persons for which
LESSEE is otherwise responsible. .

LESSEE also agrees to procure and maintain during the entire term
of this lease, a policy of fire, extended coverage and vandalism
insurance on all permanent property of an insurable nature located
upon the leased premises. Said policy shall name the CITY as an
additional insured and shall be written by an insurance company
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satisfactory to CITY licensed to transact business in the State

of California and shall be in an amount sufficient to cover at

least 100% of the replacement costs of said property (replacement

cost coverage). LESSEE agrees to submit a certificate of said

policy to the CITY on or before the effective date of this lease.

Said policy shall contain a condition that it is not to be terminated
or cancelled without at Teast thirty (30) days written notice to

CITY by the insurance company. LESSEE agrees to pay the premium for
such insurance and shall require that any insurance proceeds resulting
from a loss under said policy are payable jointly to CITY and LESSEE
and said proceeds shall constitute a trust fund to be reinvested in
rebuilding or repairing the damaged property or said proceeds may be
disposed of as specified in Section IV, 16 Yaste, Damage or Destruction,
hereof; provided, however, that within the period during which there
is in existence a mortgage or deed of trust upon the leasehold, then
and for that period all policies of fire insurance, extended coverage
and vandaTlism shall be made payable jointly to the mortgagee or
beneficiary, the named insured, and CITY, and shall be disposed of
jointly by the parties for the following purposes:

a. As a trust fund to be retained by said mortgagee or beneficiary

- and applied in reduction of the debt secured by such mortgage or
deed of trust with the excess remaining after full payment of
said debt to be paid over to LESSEE and CITY to pay for re-
construction repair or replacement of the damaged or destiroyed
improvements in progress payments as the work is performed.
The balance of said proceeds shall be paid to LESSEE.
Provided, further, however, nothing herein shall prevent
LESSEE, at its option and with the approval of said mortgagee
or beneficiary, from filing a faithful performance bond in favor
of said mortgagee or beneficiary and CITY in an amount equivalent
to said insurance proceeds in lieu of surrendering said insurance
proceeds to said mortgagee or beneficiary; and CITY.

b. In the event that this lease is terminated by mutual agreement
and said improvements are not reconstructed, repaired or replaced,
the insurance proceeds shall be jointly retained by CITY and said
mortgagee or beneficiary to the extent necessary to first dis-
charge the debt secured by said mortgage or deed of trust and
then to restore the premises in a neat and clean condition.
Said mortgagee or beneficiary shall hold the balance of said
proceeds for CITY and LESSEE as their interests may appear.

LESSEE agrees to increase the 1imits of liability when, in the opinicn
of CITY, pursuant to a determination made in accordance with the rules
and practices of the Board of Fire Underwriters, or a 1ike board of
generally recognized standing, the value of the improvements covered

is increased, subject to the availability at reasonable rates of such
insurance at the increased limits. LESSEE agrees, at its sole expense,
to comply and secure compliance with all insurance requirements
necessary for the maintenance of reascnable fire and public 1iability
insurance covering said premises, buildings and appurtenances.
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12.

13.

Labor and Materialmen's Bond. LESSEE agrees to save CITY free

and harmless, indemnify it against all claims for labor and
materials in connection with improvements, repairs or alterations
to the leased premises, and the cost of defending against such
claims, including reasonable attorney's fees. In the event that
improvements, repairs or alterations are constructed on the leased
premises by other than the CITY, and a lien is filed, LESSEE agrees
to file with CITY within ten days a bond sufficient to pay in full
all claims of all persons seeking relief under the lien. The bond
shall be acknowledged by LESSEE as principal and by a corporation
satisfactory to CITY licensed by the Insurance Commissioner of the
State of California to transact the business of a fidelity and
surety insurance company as surety.

Legal Proceedings. CITY and LESSEE agree that should it become
necessary for either to commence legal proceedings to collect rent,
recover possession, or enforce any other provision of this lease,

the prevailing party will be entitled to legal costs in connection
therewith, including reasonable attorney's fees as determined by

the court. The parties agree that the law of the State of California
shall be used in interpreting this lease agreement and will govern
all disputes under this lease agreement and will determine all rights
and obligations hereunder. Personal service eithér within or without
the State of California shall be sufficient to give personal
jurisdiction to any court in which an action is filed for Titigation
of rights under this lease agreement.

Maintenance. LESSEE agrees to assume full responsibility

for the operation and maintenance of said premises throughout
the term hereof without expense to CITY unless otherwise
specified herein, and to perform all repairs and replacements
necessary to maintain and preserve said premises in a decent,
safe, healthy and sanitary condition in a manner satisfactory
to CITY and in complaince with all applicable laws. LESSEE

agrees that CITY shall not be required to perform any maintenance,

repairs or services or to assume any expense not specifically
assumed herein in connection with said premises.
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14.

15,

. 16.

-

Hondiscrimination.  LESSEE .agrees-not to discriminate in any

manner against any person Or persons on account of race,
“marital status,. sex, religious creed, color, ancestry, national
origin 1in LESSEE'S use of the premises, including, but nct
limited tc, the providing of coods, services, facilities,
_privileges, edvanteges and BCuCﬂmOda*‘“ﬂS and the -obtaining

' and ho?dung of . ewploymen;.

Uti]ity Costs. LESSEE zgrees to :de., obtain and pay for al?

utilities and service and installetion: charues in connection
therewith. Al1Y utilities instailed by LESSEZ chall be instailed
underground. .

Waste, Damage or Destruction. LESSET agrees to yive notice to

the CLTY of any Tire or other damage that may eccur on the
leased premises within ten days of such 7ire or damage. LESSEZE
agrees not to commit or suTter to be committed zny waste or
injury or any pub]ic or private nuisance, to keep the premises
ciean and clear of refuse and DDSLFUCL?OWS, end to dispose of
all garbage, trash and rubbish in & manner satisfactory to the
CITY. If the leesed premises shall be damaged by any cause
wnich puts the promases into & condition which is nst decent,

safe, healthy anc sanitary, LESSEE agrees to make or cause to be
made full repair of said damaoo and to restore the pler1ses to
the condition which existed prior 1o said dzmage, or LESSEE

agrees to clear and remove from the leased pré nlses all debris |
resulting frow said damage and rebuild the p*amises in accordance.
with plans ard specifications previously submitted to the CITY

and eppreved in writing in order to replace in kind and scope-

the operation which existed prior to _such damage. :
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RESTRICTIVE CORDITIONS

17.

18.

LESSEL aprees that prelimivary steps toward pesforming repairs,

restorzstion or replacement of the premises shall be commenced

by LESSEE within thirty days and the requirad repairs, restoration
or replacement chall he completed within a reasconzble time
thereafter. CITY.shalldctermine an equitable deduction in the
minimum 2nnnal rent requirements for such periced or periods

that said premises arc untenantable by reason of such damage.

Aiministration and Notices. Control and adainiscration

of this lease is under the Juvisdiction of the City
Hanager of CITY as to CITY'S interest herein and any
communication relative to the terws or cowxiitions or any
changes thereto or any notice or notices provided for by
this lezse or by law to be giver or served upon CITY may

"be given or served by registered letter deposited in the

United States mails postage prepsid, and addressed to the

City Manager, Attention Property Director, City Administration
Building, 202 "C" Strecet, San Diego, California 92101.

Any notice or notices provided for by this lcase or by

law to be given or served upen LRISEE, Mortgagee, Trustec

or Deneficiary. may be given or sarved by depositing in

the United Srates mails, postage prepaid, a letter addressed

to- said LESSEE at the leased premises or at such other

address designated in writing by LESSEE, Mortgzagee,
Trustee or Reneficiary or may be personally served upon
them or any person hercafter zuthorized-by them to receive
such notice. Any notice or notices piven or served as
provided herein shall be effectual and binding for 211
purpeses upon the principals of the parties so served
upen personal service or forty-eight hours after mailing
in the manner required herein.

City Apvroval and Consent. The approval or consent of the

CITY, wherever required in this agreement, shall mean the
approval or counsent of the City Manager unless otherwise
specified, without need for further resolution by the City
Council. o :

Fminent Domain. In the ovent the lezsed premises or any

part theraof shall be taken for public purposes by
condemnation as a resuvit of any action or procceding in
emincut domain, then.the intercsts.of CITY and LESSEE (or
Beneficiary or Mortgagze if there is a Tcust Decd or
Mortgsge them in effect), in the award and the effect of
the taking upon ,this lecase zgreement shall be as follows: .

a. In the event of such taking of only a part of the leased
nremises, leaving the remainder of said prewmises in such
location and in such form, shape and size as to be usec
effectively zad pracuicahly in the opinlon of CITYdfor
the conduct thoereon of the eperations permitted hercunder,
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thi ense shall terminate and end ’L‘o the portion of
the WEascd pruewmiscs so taken-as of (T date title to such
portion vests in the condemning aullicricy, but shall
continue’ in full force and effect as Lo the portion of
the leased premizes not so taken and from and after such
date the contract rent, or in the eveat there is 2 mindimun -
rent specified herein, then the miniamum rental required
by this leasc to be paid by LESSEE to CITY shall be
reduced in the proportion to which the value of the
leased premises so talien bears to the total value of the
demised premises; provided, however, CITY shall have the
right, with the Consent of LESSEE, to substitute like -
ad jacent property and maintain the rent schedule without
diminution.

In the event of the taking of orly a part of the
leased premises, leaving the temainder of said
premises in such location, or in such form, shape or
reduced size as to render the same not cflectively
and practicably usable, in the opinion of CITY,Mor-
the conduct thereccn of the operations purmitted
hereunder, this lcase and all right, tictle and
interest thereunder shall ceuse on the date ritle to
said premises or the portion thereof so-taken vests
in the condemning authority. ' :

In the event the entire leased premisecs are so
taken, this lease and all of the tight, title and
interest thercunder shall ccase on the date title to
said premises sc taken vests in the condemning
authority. - :

In the ecvent of any taking under Subparagraphs a, b,
or ¢, hercinabove, the only portion of any award of
compensation which shall be paid to LESSFE shall be
the fair wmarket value of LESSEE®S interest in the
improvements placed upon that portion of the lcased
premises which are taken by the condamning agency.

It is the iatention of this provision that LESSEER
shall not in any ccndemnation receive any bonus er
penalty by reason of LESSEE'S contractual rights in
connection with the property condenned.
Kotwithstanding the foregoing provisions of this
section, CITY may, in its discretion and without
affecting the validity and cxistence of this lease,
transfer the CITY'S interests in caid premises in

lieu of condemnation to any authority entitled to
exercise the pouer of eminent domain. In the event .
of suclhi transfer by CITY, LESSEE chall rectain whatever
rights it may have to rccover frowm Lhe zaid.authovity
the fair market value of LESSEE'S intercst in the
improvemaent:s taken by the authority and which

LESSEE bas placed upon the leased nremises in accordance
with the pravisions af this lease.
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20.

21.

Entry and Inspection. CITY reserves and shall always
have the right to enter said premises at any reasonable
time for the purpose of viewing and ascertaining the
condition of the same, or to protect its interests in the
premises or to inspect the operations conducted thereon.
In the event that such entry or inspection by CITY dis-
~closes that said premises are not in a decent, safe, healthy
and sanitary condition, CITY shall have the right, after ten
days written notice to LESSEE, to have any necessary main-
_tenance work done for and at the expense of LESSEE and LESSEE
hereby agrees to pay promptly any and all costs incurred by
CITY in having such necessary maintenance work done in order
to keep said premises in a decent, safe, healthy and sanitary
condition. Further, if at any time the CITY determines that
said premises are not in a decent, safe, healthy and sanitary
condition, CITY may at its sole option, without additional
notice, require LESSEE to file with CITY a faithful perfor-
mance bond to assure prompt correction of any condition
which is not decent, safe, healthy and sanitary. Said bond
shall be in an amount adequate in the opinion of the CITY
to correct the said unsatisfactory condition. LESSEE shall
pay the cost of said bond. The rights reserved in this
section shall not create any obiigations on CITY or increase
obligations elsewhere in this leased imposed on CITY.

Holding Over. The occupancy of the demiced premises
after the expiration of the term of this agroement shall
be construsd. to be a tcnancy from month to monch, and all.

other terms and conditiong qf this agreement shall-continue

22.

in full force and effact.

Merper. The voluntary or other surrender of this lease

by LFSSEE,-QE a mutual cancellation. therzof, shall not
work'a merger and shall, at tHe- optidn: of £€ITY; terminate

;all of any existing subleases or subtenancicés. or may, at
‘the-option of CITY,.operzte as :sn assignment to it of aay -

23.

qr all such subleases or subtenancies..

Oral Representation.: It is. specifically undecrstood and’

agreced hereby that this lease contains the complete
expression of the whole agrecmenc bestween the parties
hereto, and that. there are no promises, representations,
agreements, warranties or inducements, either expressed
orally oc implied by the said parties, except as are
fully set forth herein; and further, thac this lease |
cannot be cnlarged, modified or changed in awny teospect
except by written agreement duly executed by and between
the said parties. : : '
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24,

25.

Ownership of Improvements. All improvements, except such
fixtures as are hereinafter described on the attached addendum,
which have been installed by LESSEE in accordance with the
provisions of this agreement, shall at the option of CITY
become the property of CITY upon expiration or sooner termina-
tion of this agreement. LESSEE shall have the right to remcve
from the demised premises conly those fixtures described on the
attached addendum at any time prior to the expiration or
earlier termination of the agreement, provided that such
removal would not, restrict the operation of the demised

‘premises to the extent that the rent paid to CITY is

reduced as a direct result therefrom. LESSEE's removal

of any of said fixtures shall be at LESSEE's own expense

and shal) be conditioned upon LESSEE's repairing any damage to
the remaining improvements and upon LESSEE leaving the demised
premises in good order and condition. In the event LESSEE

does not so remove said fixtures prior to the expiration of
this agreement, CITY may remove, sell or destroy the same at
the expense of LESSEE, and i7 the proceeds of the sale are

not adequate, LESSEE shall promptly pay to CITY its reasonable
cost of any such removal, sale or destruction together with the
reasonable cost of repair of damages to CITY's property resulting
from such removal, sale or destruction. At the option of CITY,
any such fixtures not removed by LESSEE may be deemed abandoned
and may be removed and scld by CITY and all income received by
CITY therefrom shall be the property of CITY exclusively.

Sajd addendum may be changed from time to time upon approval

of the City Manager, without further resolution by the City
Council.

Remedies of City.

a. Default by Lessee. In the event that:

(1) LESSEE shall default in the performance or fulfillment of
any covenant or condition herein required to be performed
or fulfilled by LESSEE and shall fail or if such defauit
pertains to payment of rent, within thirty (30) days, to
cure said default within sixty days following the service
on LESSEE of a written notice from CITY specifying the
default complained of; or :

(2) LESSEE shall voluntarily file or have involuntarily filed
against him any petition under any bankrupicy or insolvency
act or law; or ‘

(3) LESSEE shall be adjudicated a bankrupt; or

(4) LESSEE shall make a general assignment for the tenefit of
creditors; )
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then CITY m! at its option, without furthe‘otice or
demand upon LESSEE or upon any person claiming through
LESSEE, immediately terminate this lease and all rights

of LESSEE and of all persons claiming rights through

LESSEE in or to the said premises or in or to further
possession thereof and CITY may thereupon enter and take
possession of said premises and expel LESSEE and all

persons so claiming rights thereto. Provided, however,

in the event that any default described in Part a, (1) of
this section is not curable within the time period herein
stated and after the service of a written notice upon LESSEE,
CITY shall not terminate this lease pursuant to said default
if LESSEE immediately cormences to cure said default and
‘diligently pursues such cure to completion.

Provided, further, in the event that there is a deed of
_trust or .mortgage on the lecaschold interest, CITY shall
rot terminate this lease until it. first .shall have served
upon the mortgagee or bencficiary written aoctice of the
"default or defaults complained of, and the mortgagee or
beneficiary shall have thircy (30) days from service of
such notice within which to ccmmence such cure as may be
necessary and this lease shall not terminacte if said
mottpagee or beneficiary shall orosecute said cure with
reasonable diligence thereafter, and said thirty-day
"period shall be extended during the time requirad for
said- mortgagee or beneiicizry to perfccs, through litigaction
or through foreclesure, itsé rights te cure.. @ . =~ -

Provided howsver, that in the evencirent_ﬁaidntb‘CITY Is
calculated on the basis of a percentage or percantages of
LESSEZ'S gross income, and during said period required .

for mortgagee or bereficiary to perfect a cure ‘of. any
default or defaulits which have been caused by LESSEE'S
failure to pay said rent; then in those events if CITY is
p2id the minimum rent due under this agreement, CITY will
not prosecute its tight to terminazte the mortgazee's or
beneficiary's incerest.. Provided further, that when the .
mortgagec or beneficiary has secured control of said

" premises, and before an.assignment to a new LESSEE,
mortgagee or beneficiary shall czuse to be paid to CITY,
any amounts due CITY as a wesult of the. gross income of
the said premises exceeding thac amount. necessary for ’
payment of the minimum rent. In compucring the gross‘rqnt ’
upon which the coamputation of the CITY rent is. based,
reasonable administracive expenses of a court apgpointed
receiver may first be deducted.. ) ’ :
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_(:'.Lt_y___._p_'.';_r”s:_c. If the muripgagec or \.:ficia::y
shall be regqulced to perfect its right to cure caid
default or defzults rhroupgh litigation or through
foreclocure, then CITY shall have the option of the
following courses of action in ovder that such

default or defaults may be expeditiously correcled:

(1) CITY way correct or cause to be corrected said
default or defaults and charge the costs therefor
~(inclnding costs incurred by CITY in enforcing this
provision) to the account of the LESSEE, which
charge shall be duc and payable on the date that the
rent is next due after presentation by CITY of 2
statement of all ov part of cald costs.

(2) CITY may correct or cause to be corvected said
defaults or defaulits and wmay pay the costs
thercof (includiny costs incurred by CITY in
enforcing this provision) from the proceceds of
any insurance fund held by CITY and LESSEE or
by CITY and mortpagee or beneficiary or CITXY
may use said funds of any faithful performance
or cash bond on deposit with CITY, or CITY may
call on the bending agent to covrect said
default or defaults or to -pay the coste of such
correction performed by or at the direction of
CITY.

(3) city may terminate this lezage as to the rights
of LESSTE herein by assuming liebility for any
trust deed or mortgage. LESSEE will assume and
agrees to pay any and all penalties or bonusas
required by the benefjciaries, trustees or
mortpagces as a condition for early payoff of
the related notes by CITY. CITY may, &as an
alternative, subgtitute for said terminated
LESSEE a new LESSEX reasonably satisfactory to
the mortgagec ov beneficiary.

Should said default or defaults bhe noncurable by LESSEE,
then any lender holding a beneficial interest in said
leaschold whose qualificationc have been approved by CITY
for assignment of the leaschold interest shall have the
absolute right to substitute itszelf to the estate of the

CLESSEE hercunder and to commence performance of this

lcase and this lease shall not terminate if such mertgagee
or bencficiury chall give notice in writing of its "selzction
to so substitute itself and commence perfourmance within

said thirty-day period after service upon it of said

written notice by CITY of the default. In the event of .
the elearicn hy the mortgapne er beneficiary tn 5o substitute.
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frself to LIESSEE'S cstate hereunder, the CITY exprecsly
consents Lo said substitution and autherizes sald movigagce

. or beneficiary to perform under this lease with all the
rights, privileges and obligations of the original LESGEZ
hercunder, subject Lo curc of the default if pocsible by
mortgagee or beneficiary, and LUSSEE expressly aygrees to
assign all its interest im and to its leasehold estatc in
that cvent.

c. Abandonmant by Lessec.  Even though LESSEE has
breached the lezse and abandoned the property, this
jease shall continue in effect for so lonpg as CITY
does not terminate LESSEE'S right to possession, and
CITY may cnforce all its rights and remedies under
said lease, including, but not limited teo, the tight
to recover the rent as it becomes due under the
lease. TFor purposes of this section, the following
do nmot constitutc a termination of LESSEE'S right to
possession: :

(1) Acts by CITY of maintcnance, oOT preservation, or
efforts to relet the property. .

(2) The appointment of a receiver upon initiative
. ' of CITY to protect the CITY'S interest under
. : the lease. ) .

d. Dazmanes. Damages which CITY may recover in the
" avent of default under this lease include the worth,
at the time -of award, of the amount by which the
unpaid rent for the balance of the term after the
date of award, or for any shorter period ¢f time
specified in this lease, excecds the amount of such
rental-loss for the same period that the LESSER
proves could-be reasonably avoided. The remcdies
_provided by this section are not exclusive and shall
be cumulative to all other rights and remedies
: possessed by CITY, and nothing contained herein
chall be construed so &s to defeat any other rights
or remcdies Lo which CITY may be cntitled.

-
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Reservation of City Riahts. . CITY hereby reserves all rights,
title and interest in any and all gas, 0il, minerals and

water beneath said leased premises. CITY shall have the right
to enter said leased premises for the purpose of making repairs
to or developing municipal services. CITY hereby reserves the
right to grant and use such easements or establish and use
such rignts of way over, under, along and acrcss said leased
premises for utilities, thoroughfares, or access as it may
deem advisable for the public good. Provided, hcowever, CITY
“and those claiming by, through, or under CITY shall not
unreasonably interfere with LESSEE's use of the premises and
will reimburse LESSEE for physical damages, if any to the
permanent improvements of LESSEE located on the leazsed premises
resulting from CITY's exercising the rights retained in this
paragraph. Such reimbursement shall include a reduction in
the annual rent proportionate to the amount of said physical
damage as determined by the City Manager. CITY shall pay the
costs of maintenance and repair of ail CITY installations made
pursuant to the rights reserved herein.

Time is of the Zssence. Time is of the esscnce of each

and all of cthe terms and provisions of this lease and

this lease shall inure to the ben=fir of and be binding

upon the partiles herazto and - any successor of LESSEZ as .
“fully and to the same extent as though svecifically
mentioned in each instance, and all covenants, stipulations .
and agreements-in this lezase chall exbend to and bind any
2ssigns or sublessees of LESSER

Waiver.. The waiver by CITY of any breach of any tarm,
covenant, or. conditicn herein contained shall not- be
dezmed to be a .waiver of such term, covenani or conditiom,
or any subsequent breach of the same or any other term,
covenant or condition. herein contained. Thz subsequent:
acceptance of -reat heraceder by CITY chall not be deewed '
to be a waiver of any preceding breach by LESSEE of any
tetm, covenant or condition of this lease, regardless of
CITY'S knowledgze of such preccding breach at the time-'of -
acceptance of such rent. Failure om the.part of CITY. to
require or exact full and complete ‘compliance with any- ‘
of the covenants, condirions or agreements of .chis lease
shall .not be coustrued as in’'any manner changing't

terms hereof and shall noc pre\ent CITY from cnforc1ng
any provision hefeof.
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Control by Lessee. Longcrier Associates San Diego - I
Limited and/or Longcrier Associates, Inc. shall con-

tinue as general partner(s) of LESSEE and shall, at

all times during the term of this lease, retain a per-
centage interest of ownership in LESSEE of not less than
51%. Further, for a period expiring on the fifth anni-
versary of the effective date hereof, H.L. Longcrier, Jr.,
if then living, shall, collectively with any of Jane C.
Longerier, H.L. Longerier, III, Steven W. Longcrier or
Michael C. Longcrier, retain an ownership in Longcrier
Associates, Inc. of not less than 51%; and Longcrier
Associates, Inc. and H.L. Longcrier, Jr., if then living,
shall continue as general partners of Longcrier Associates
San Diego-I Limited and shall, collectively with any of

Jane C. Longcrier, H.L. Longcrier, III, Steven W. Longcrier,
Michael C. Longcrier, Barbara J. Blount, Susan D. Brown,
Donald L. Solomon, David D. Simmonds or Gary X. Adams,
retain an ownership interest therein of not less than

51%. Longcrier Associates San Diego-I Limited and/or
Longerier Associates, Inc. and the principals thereof,

shall actively administer and supervise the business
enterprise operated on the leased premises and H.L.
Longerier, Jr., Managing General Partner of LESSEE,

during the period of his association with LESSEE, shall

be principally responsible for such administration and
supervision. LESSEE shall engage in no other business
activities than the business associated with the

operations conducted on the leased premises under the

terms of this lease. Any voluntary sale or transfer or
disposition of any interest in LESSEE by Longcrier Associates
San Diego-1 Limited and/or Longcrier Associates, Inc.
which shall reduce the aggregate ownership interests of
such parties in LESSEE below 517%, or any voluntary sale or
transfer or disposition in violation of the second
sentence of this Section IV. C. 29, shall be considered

an assignment of interests and shall be treated in accord-
ance with the provisions of Section IV. A. 2. hereof. The
provisions of this Section IV. C. 29. shall not preclude

a management contract for the purpose of operation of any
or all of the facilities on the leased premises, providing
that LESSEE shall retain supervision of the operations. '
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30.

31.

Right of First Refusal. Should CITY, or ay other
owner (through CITY other than LESSZE) of a legal or
teneficial interest in the land or inproverents
carprisiing the leased premises propese to sell,
transfer or convey all or any portion of its legal or
teneficial interest therein during the term of this
lease agresment, LESSEZ shall have the first right ard
option to purchzse or otherwise acguire such interest
fram such oaner uoon such terms ard corditicns ard  for
a price ro less favorable than these associated with
the propesed sale, transfer or coiveyance. ;

effect of rorce Maieure. If during the develcpment
pericd, an event or events of force majswre ocours so
as to prevent lLessee ircm meeting the develogrent as
set out in Sections IV. B. 8. Dezveloorent and I1I. B.
2. Construction Pericod, then lessee shall not be
excused frem meeting said development requirements, but
the subject pericd during which said reguiresments are
to be met shall be extended to equal the pericd durirg
wihich Lessee is affected by such event or events, com-
mencing on the first day followirng such affected
period. In the event LESSEE claims such an event or
events of force majeure, LESSEE shall notify CITY in
writing of such fact within ten cdays after the
begirming of any such event or events.




.:‘:f‘ " f
‘n. 1“' LR . ’ .
IN WITRESS WHEREOF, this lease agreement is executed by CITY,

acting by and through the City Manager, and by LESSEE, acting

‘by and through its lawfully authorized officers..

THE CITY OF SAN DIEGO

Date fﬁlbj—-

LESSEE: MONTGOMERY AIRPORT HOTEL, LTD.,
exas Limited Partnership

Date October 7, 1983 . " By

Limited, H.L. gcrier, dr.
General Partn

Lonﬁcﬁﬁef“ﬁss:Eéjtes an Diego-1I,

APPROVED as to form and legality thislggz__day of

O_m, 1983.

JOHN W. WITT, City Attorney

By
eputy
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DOTUES, ADENDUY IS ATTACHED TO AND MADE A PART OF TUAT CERTALN LEASE py

ARD BETWEEN TIHE CiT{ OF SAN DLEGO, A MUKRLCIPAL COPPOIATICN, AlD “MONTGOMERY

AIRPORT.HOTEL, LTC., a Texas Limited Partnership . LESSEE

DATED ) .

SECTION IV PARAGRAPH C 24, OWHERSHIP OF IMPROVEMENTS (continued)

The Lezsce, in accordance witi: this scc;won hereof, hanx the right to
remove from the demised premises only those fixzures 23 described Solow:
(if none, write nonz)

Furniture and equipment as defined in the bidding documents- to be
submitted to the City for approval 30 days before the start of
construction.

LL.S.)L

City Ha™gep/s Initials

sstEﬂ'N“'T T0 THE T : - ' 2
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V. SPECIAL CONDITIONS - AIRPORTS

1.

The lessee licensee, permittee contractor, etc., for himself, his
personal representatives, successors in interest, and assigns, as

a part of the consideration hereof, does hereby covenant and agree
that (1) no person on the grounds of race, color, or national origin
shall be excluded from participation, denied the benefits of, or

be otherwise subjected to discrimination in the use of said faciiities,
(2) that in the construction of any improvements on, over, Or under
such Tand and the furnishing of services thereon, no person on the
grounds of race, color, or national origin shall be excluded Trom
participation in, denied the benefits of, or otherwise be subjected
to discrimination, (3) that the LESSEE shall ase the premises in
compliance with all other requirements imposed by or pursuant to
Title 49, Code of Federal Regulations, Department of Transportation,
Subtitle A, Office of the Secretary, Part 21, Nondiscrimination in
Federally-assisted programs of the Department of Transportation-
Effectuation of Title VI of the Civil Rights Act of 1964, and as
said Regulations may be amended.

That in the event of breach of any of the above nondiscrimination
covenants, CITY shall after written notice specifying such breach

and the expiration of a reasonable time theredfter within which to
effect a cure, have the right to terminate the lease and to re-enter
and repossess said land and the facilities thereon, and hold the same
as if said lease had never been made or issued.

LESSEE shall furnish its accommodatiocns and/or services on a fair, equal
and not unjustly discriminatory basis to all users thereof and it shall
charge fair, reasonable and not unjustly discriminatory prices for each
unit or service; PROVIDED, THAT the LESSEE may be allowed to make rea-
sonable and nondiscriminatory discounts, rebates or other similar type
of -price reductions to volume purchases.

Non-compliance with Provision 3 above shall constitute a material breach
thereof and in the event of such non-compliance the CITY shall have the
right after written notice specifying such breach and the expiration of
a reasonable time thereafter within which to effect a cure, to terminate
this lease agreement and the estate hereby created without 1iability
therefore or at the election of the CITY or the United States either

or both said Governments shall have the right to judicially enforce

Provisions 1, 2, and 3. .

.. LESSEE agrees that it shall insert the aboye four Proyisions in any

lease (agreement, contract, etc.) by which said LESSEE grants a righ?
or privilege to any person, firm or corporation to render accommodations
and/or services to the public on the premises herein leased.

The CITY reserves the right to further develop or improve the landing

area of the ajrport as it sees fit, regardless of the desires or view
of the LESSEE, and without interference or hindrance.

-26-



10.

11.

12.

13.

14.

"The CITY reserves the right, but shall not be oblidated to the LESSEE,

to maintain and keep in repair the landing area of the airport and
all publicly-cwned facilities of the airport, together with the right
to direct and control all activities of the LESSEE in this regard.

This Jlease shall be subordinate to the provisions and requirements
of any existing or future agreement between the CITY and the United
States, relative to the development, operation or maintenance of the
airport.

LESSEE agrees to comply with the notification and review requirements
covered in Part 77 of the Federal Aviation Regulations in the event

any future structure or building is planned for the leased premises,

or in the event of any planned modification or alteration of any
present or future building or structure situated on the leased premises.

It is understood and:agreed that nothing herein contained shall be
construed to grant or authorize the granting of an exclusive right
within the meaning of Section 308(a) of the Federal Aviation Act of
1958 (49 U.S.C. 1349).

- There is hereby reserved to the CITY, its successors and assigns, for
the use and benefit of the public, a right of flight for the passage of
aircraft in the airspace above the surface of the premises herein leased.
This public right of flight shall incliude the right to cause in said
airspace any noise inherent in the operation of any aircraft used for
navigation or flight through the said airspace or landing at, taking

off from or operation on Montgomery Field airport.

The LESSEE by accepting this expressly agrees for itself, its successors
and assigns that it will not erect nor permit the erection of any struc-
ture or object nor permit the growth of any tree on the land Jeased
hereunder above a mean sea level elevation of 480 feet. In the event
the aforesaid covenants are breached, the owner reserves the right to
enter upeon the land leased hereunder and to remove the offending
structure or object and cut the offending tree, all of which shall be

at the expense of the LESSEE.

The LESSEE by accepting this lease agrees for itself, its successors
and assigns that it will not make use of the leased premises in any
manner which might interfere with the landing and taking off of air-
craft from Montgomery Field Airport or otherwise constitute a hazard.
In the event the aforesaid covenant is breached, the owner reserves the
right to enter upon the premises hereby leased and cause the abatemen
of such interference at the expense of the LESSEE. :

This lease and all the proyisions hereof shall be subject to whatever
right the United States Government now has or in the future may have or
acquire, affecting the control, operation, regulation and tak1qg over
of said airport or the exclusive or non-exclusive use of the airport

by the United States during the time of war or national emergency.
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16.

17.

LESSEE shall control all aircraft parking on the leased premises
and at no time shall any aircraft, vehicles or other object,
including refuse, under LESSEE's control be allowed to obstruct
any designated taxiways. It shall Be the responsibility of the
LESSEE to require that all aircraft under his control be parked
only on the leased premises, except as otherwise provided by the
direction of the airport manager.

LESSEE shall maintain competent management of the leased premises
to the satisfaction of the City Manager throughcout the term of
this agreement.

AFFIRMATIVE ACTION ON FEDERAL AID AIRPORTS. The LESSEE assures that

it will undertake an affirmative action program as required by Title
14 of Code of Federal Regulations (CFR} Part 152, Subpart E, to insure
that no program shall on the grounds of race, creed, color, national
origin, or sex be excluded from participating in any employment
activities covered in 14 CFR Part 152, Subpart E. The LESSEE assures
that no person shall be excluded on these grounds from participating
in or receiying the services or benefits of any program or activity
covered by this subpart. The LESSEE assures that it will require that
its covered suborganizations provide assurances from their sub-
organizations, as required by 14 CFR Part 152, Subpart E, to the

same effect,
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Passed and adopted b¥ the Council of The City of San Diego on
October 17, 1983

by the following votes:

YEAS: Mitchell, Cleator, McColl, Jones, Stﬁuiksma, Gotch,

Murphy, Martinez, Hedgecock.

NAYS: None.

NOT PRESENT: None.

AUTHENTICATED BY:

ROGER HEDGECOCK
Mayor of The City of San Diego, California

CHARLES G. ABDELNOUR
City Clerk of The City of San Diego, California

By

BARBARA BERRIDGE
Deputy

I HEREBY CERTIFY that the above and foregoing is a full, true and

correct copy of RESOLUTION NO. ﬁ’ 259434 passed“and adopted by
v .

the Council of The City of San

Diego, California, on

10-17-83

CHARLES G. ABDELNOUR
(SEAL) City Cleckeof The City of San Diego, California

By

(Rev. 5/83)
bb
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. CITY OFP SAN DILGCO, CALIFORNIA . Lame e el
. . e, : - - .

COUNCIL POLICY ¢ - % 7 i

. . - . rouicy LFrrecTive .ract
G L -‘\‘ R NUMBELR DATE

- Cray”

300-10 5-9-83 |1 of 3

— t

" BACKGROUND

ea T LT A e . : :
Smnce the adoptwon of tnn C]ty 5 second F1ve-Year (1979-1984) ATfmr;atwve Action
;, Program, ‘significant progress has been made towards realizing the goal of equal
. employment opportunity .The City has, in most cases, achieved its interim ooal
“that the representation of women and minorities in 1ts work force mirror the -
represnnLat1on of wemen end minorities with requisite skills, based on job- !
j related criteria, in the labor force of the County of San Diego. Howaver, there
‘continue to be JOb areas W]Lth the City in which women and m1n0r1L1es are e
' hnchFCPFESEWted W R e e T e

PURPDSE

" The City Counci1 in Lh1$ P011cy, dec1ar°s 1ts COHHTLmEﬂt to prov1de Equa]

- Opportunity in a]] activities of the City and its agencies, 1nc1ud1ng employment

of individuals and firms which contract with the City. This policy is intends ed _

. to reinforce the merit pr1nc1p1e in pub11c employment. "Its provisions serve to =
~ promote equal onportuniuy in a coooera»1v° sp1r1t and to create ooodw111_uhr0u~h
out Lhe COmTJﬂ]ty B IR P o

POLICY

Tne C1ty COunc1] is COmWTttEd to an Eoua] Oﬁportunlty Progr‘m pursuant to
. app11cab1e State and Federal lews and gu1de11n°s, to provide Equal Gpportun1 y
in all activities of the City and its agencies, including employment of . .
individuals and firms which contract with the C1ty The Council has EXLEHded AT
this commitment even further to have as the City's goa] that the representation
of women and minorities in the City's work force achieve parity with the I
:ethn1c and sex conposwtwon of the popu]at1on of the C1ty of San D1ego. :

The Personne1 D1rector w111 subm1t quarter1y reports deta111ng goa1s,
. progress, and strateg1es to the City Councii for review and approval, by
the Rules Committee and Council. These reports will contain data of ..

sufficient detail as to provide a clear and comprehensive brea<down of the
_City S horkforce in all c1ty departﬂents. }f'.-;_',_.‘jﬂﬂ

“1and contract will subm1t quarter]y reports deta111ng goals, ‘progress and
‘strategies to the City Council for review and approval by the Rules .3

,Commxttee and Council. -These’ reports w1]1 contain data of suff1c1ent'6eta11

CC-VA (REV.R-81) _ . _ . .-. .
PO T ; - e i




e CITY OF SANDIECO,CALIFORNIA

RS L ST RIS I R
FOUNRTAEARTRE S S . COUNCIL POLICY -~ - . | . RS
Y + LY ot . - . :

. roLiCcY IrrLcrive raCE
. 5 . s notnER otk _
. ; . "'.__:.'I‘._‘; ’ 300_10 5-9_83

4 " The Ctty Coonc11 w111 requ1re reports on Equa1 Opportuntty prOgrans and "
.progress to be submitted by those 1nd1v1dua15 and conpan1es d01ng contract
work w1th the C1ty..”n RS Lo SR . LN

-\-' J .'

5. The City w111 conttnue 1ts efTorts to enploy and retaln women and’ -
.. minorities in occupational calegories where they 2ppear to be under- E
LT rcpresented S0 that they nay obta1n requws1te sk1115. -E -j"gﬁ :
. 6. The City is COnm1LtEd to e11n1nat1no archttectural barr1ers to the
~ "employment of the diszbled and to prov1dn eoua] ooportuntty ln C1ty
o enp1oyﬂent to the disz b]ed comnuntty :

- 7. The. C1ty Counc11 enc0uraoes equa1 opportuntty for honen m1nor1t1es
- and the disabled to- serve on City comm1551ons, boards, coomwttees,
» and pane]s A e " :

- .n.‘...,,.-. LA

:_8. The C1ty Counc11 in order to acnteve the ooals of th1s :qual Opportuntty

) - Policy shall create a nins-member Equa1 Opportuntty Commission to -

E monitor, review, report and assist in the overall eaqual opportuntty
‘effort of the Ctty and the community at large. The Equal Opportunity

- Commission shall be _opo1nted by and report to the Ctty C0unc11 and

Honttor and/or eva1uate‘the Equa] Opportun1ty Prooram
of the City as it exists and as it may be amended from
#t1ne to tmme by the Ctty Counc1] i

fAdese on’a cont1nu1ng basts and make reco“mendattons -
"regard1ng the Program, as are deemed appropriate.and/or
‘necessary, to the Mayor, City Council, Civil Service
~Commission, Manager and other aoenctes and approprtate'
fauthor1ty of Ctty governnent o Say e

RPeRS

Subm1t wr1tten quarter]y reports wh\ch eva1u=te the
progress of the City and its agencies for review and
‘acceptance by the Rules Committee and Council. Submittal
“should coincide with quarterly submittals by the City

Manager, Civil Servtce Commtss1on -non- manager1a1 depart

'In coordination wwth C]ty Manager Ctv11 Servmce
- Commission, non-managerial departments and aoenctes,
assist in the recru1tment of competent minorities, women.
> and hand1capped to compete for available City positions, -
particularly in specific c1asses and occupattons wh1ch

reflect underrepresentation. - : :




POLICY (contwnued)

E. Promote the C1ty of San Diego as an Equal 0pportun1ty

Employer of individuals and firms d°s1r1ng to contract
with the City in order to build conficence and goodw111

betwsen the City and all citizens.

F. M:et regularly with thn staff of the C]ty and 1ts ac

: to carry out 1ts respons1b1]1t1es.

nties R

\.’* 'f ’ CITY OF LANDILCO, CALIFORMIA _‘“ . j
D . | COUNCIL POLICY _ RS
susJECT roLIcY LrrLcTIve race
. ! ~ P NHUMBELR DATL .
EQUAL OPPORTUNITY =~ - - % 300-10 | 5-9-83 3 of 3
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(R-84-591)
RESOLUTION NUMBER R- 259434
0CT 171983

Adopted on

BE IT RESOLVED, by the Council of The City of San Diego, as
follows:

That the City Manager is hereby authorized and empowered to
execute, for and on behalf of The City of San Diego, a 50-year
lease agreement with MONTGOMERY AIRPORT HOTEL, LTD., a Texas
limited partnership, for the construction and operation of a
hotel complex on Lots 14 and 15, Montgomery Field, on a
percenﬁage rent basis with a minimum annual rent to City of
$230,000, under the terms and conditions set forth in that lease

agreement on file in the office of the City Clerk as Document

No. RR-___ 2093434

APPROVED: John W. Witt, City Attorney

N H—k/dou/ﬂuw/

Harold O. Valderhaug
Deputy City Attorney

HOV:ps
10/4/83
Or.Dept:Prop.
Job:252002
Form=r.none

PAGE 1 OF 1
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12-18-83

FILE NO.»

DATE ¢

TO 1

FROM t

SUBJECT

FoRw cO- 160

17:86

. “ " CITY ¢l SAN DIEGO i

i< MEMORANDUM ¥
Montgomery Airpoit Hotei, Ltd}
June 21, 1980

v
13

Susan Drake, Lease Audit Manager, City Audit
Carole Brock, SR/WA, Supervisor, Airports Le

Montgomery Airport Hotel, Ltd., - Document

NO. 173

pr's Office

sing

o. RR-259434 -

Clarification of Lease Year for Percentage Rent Purposes

ro2

Paragraph III.A. PERCENTAGE RENT of the

overreferenced

lease provides for a graduated rent for raom rentals over
the first five (5) "lease years", which begins on the date -

of commencement of the Operations Period.

The term “lease

year" in this paragraph is confusing because| the anniversary
date (November 1, 1983) which determines the lease year for

minimum rent purposes and the date of
operations (August 29, 1985) is different.

ommencement of

In an effort to clarify the intent of Paragraph III.A. and

simplify the auditing process, please incor
two-plus months of the Operations Period
lease year for percentage rents as follows:

First Lease Year 8/29/85 thru 1
Second Lease Year 11/1/86 thru 1l
Third Lease Year ©11/1/87 thru 1
Fourth Lease Year 11/1/88 thru 1
Fifth Lease Year 11/1/89 thru 1

BN RREY) (P G

Under this schedule, the beginning date of
for both percentage rents and minimum rents,
anniversary date, will be the same (Novembe:
rate of B%Y of gross income for room rental
November 1, 1990, 1If this schedule is acc
inform the lessee of the clarification.

If you have any questions, please give me a

Carole Brock,
CB.
hotel.doc
cc: Deputy Director/Airports
Property Services Supervisor, Prop.Mgmt

Emily Perrone, City Auditor's Office
Lease Billing Supervisor

orate the first
into the first

0/31/86
D/31/87
p/31/88
0/31./89

the lease year
as well as the
> 1). The £fixed
will then begin

eptable, I will

call at 6496,

SR/WA

0/31/90 wseam IoLEAT
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THE CITY OF

SAN DIEGO

AIRPORTS DIVISION s MONTGOMERY AND BROWN FIELDS
Main Office *  Montgomery Field Administration Building

3750 John J. Montgomery Drive . San Diego, California 92123-1769 e ' Phone(619)573-1425
fotn) ¢ Fax (619) 279-0536

REALES'TATEASSE7"8 December 19, 1994

DEPARTMENT

Montfield Financial, LTD
2800 28th Street, Suite 100
Santa Monica, ‘CA 90404

Attention: Mr. Brian Corbell, President
Dear Mr. Corbell:

Subject: Development of Phase II of Development Plan
Lease Agreement: Lots 14 & 15, MYF

Dear Mr. Corbell:

In a previous letter the City extended the deadline for completing
development of Phase II of your approved General Development Plan
until December 31, 1994. : :

You submitted a written proposal this week requesting an additional
5-year extension to the deadline, using Parcel "B" for an interim
recreation use; and to add a portion of Lot 16 to your leasehold
for development of an aircraft tiedown area and additional
recreational facilities.

The City is willing to consider your proposal providing you submit
an acceptable plan for development of the portion of Lot 16 and an
interim-use plan for Parcel "B" within the next 60 days. Provided
we can reach an agreement on these issues an amendment to your
lease would have to be promptly executed to allow for
implementation of the plans. °

You are hereby informed that the City shall not exercise its right

- under the lease terms to take back possession of Parcel "B" during
the next four months to allow you time to design and submit your
plans and to process the possible amendment to your lease.

N et
'

Please include the following in your development plan for the
portion of Lot 16 and interim-use plan for Parcel "B":

site plan

itemized cost estimates

proposed improvements -
! time schedule showing start date and completion date’ D\

proof of reasonable ability to finance the development :

DOCUMENT no R-R52434-4 <
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Please be aware that in the event the City executes the amendment
to your lease you will be expected to construct the aircraft
tiedown area and complete the drainage ditch improvements on Lot
16, plus complete the interim uses for Parcel "B" within one year.
The lease rent for the portion of Lot 16 is somewhat negotiable
depending on your costs for improvements. Consequently, it would

be helpful to have your cost estimates as soon as possible for our
review. - -

Please submit your plans to Diana Drake. You can reach her by
calling (619) 573-1433.

Yours tfuly,

Directotr

PRS:JLS:d1d

pc: Real Estate Assets Director
Property Agent, MYF
Airports Operations Manager
City Clerk

File: hotel.ext
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THE City oF SAN DiEGO

January 31, 1998

Mr. Nabih Geha, Manager

Sheraton Four Points Hotel
8110 Aero Drive
San Diego, CA 92123

Re: Percentage Rents for Golf Amenity Activities

Dear Mr. Geha:

It was our intent to include the percentage rates for the golf amenity in your proposed -
lease agreement for a portion of Lot 16 at Montgomery Field. The hotel has decided
not to execute an agreement on this property, so [ am notifying you by letter that your
percentage rates for the hotel's golfing activities are those shown below:

Percentages Business Activities
Eight Percent (8%) On the first $200,000 of gross

income earned, in each lease
year, from goif fees, golf
instruction, renting and selling
-golfing equipment and all other
golfing activities not mentioned
herein.

Ten Percent (10%) On all gross income earned
above $200,000, in each lease
year, from the above-mentioned
business activities.

The percentage rates on the gross income earned from the sale of food, liquor and
beverages are those shown for these categories in Section 1l A. Percentage Rent of

our existing lease agreement. e
y g 9 | ~ )-259%434 2~
LOCUMERT NQ.
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SAN DIEGO, CALIFORN!A

Airports Division ® Montgomery and Brown Fields
Reaf Estate Assets ® Public Warks @ Main Office, 3750 John ). Montgomery Drive ® Sun Diego, CA 921231749
Tel (619) 5731425 Fax (619) 2790536 ‘ @



Let me take this opportunity to thank you and the hotel owners for the many
improvements you have made to the hotel over the iast two years and for your
excellent management.

Sincerely,

Tracy L. Williams, A A.E.
Airports Deputy Director”

TLW: did

cc: Robert Collins, Airports Real Estate Manager
Bill Svensson, Supervising Asset Agent
Diana L. Drake, Asset Agent, MY
Auditor '



