ASSIGNMENT OF CAPITAL LEASES

THIS ASSIGNMENT OF CAPITAL LEASES ("Assignment") is made as of this
day of May, 1998, by and between VVH RESORTS, LTD., a Delaware limited partnership (" Assignor"),
and LHO MISSION BAY HOTEL, L.P., a California limited partnership ("Assignee"), with reference to
the following facts:

RECITALS:

A, Assignor, as seller, and Assignee, as buyer, are parties to a Purchase and Sale
Agreement With Joint Escrow Instructions dated as of May 19, 1998, (the "Purchase Agreement") for the
property commonly known as The San Diego Princess Resort which is more particularly described on
Schedule 1 attached to and made a part of this Assignment. Capitalized terms used in this Assignment and
not defined herein shall have the meanings ascribed to them in the Purchase Agreement.

A Capitalized terms used in this Assignment and not defined herein shall have the
meanings ascribed to them in the Purchase Agreement.

B. Assignor has or may have an interest in the Capital Leases.

C. Assignor desires to assign, transfer, and deliver to Assignee all of Assignor's
right, title and interest in, to, and under the Capital Leases in connection with the consummation of the
purchase and sale of the Property.

AGREEMENT .

NOW, THEREFORE, in consideration of the mutual covenants and upon the conditions
contained herein, and for other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, Assignor and Assignee agree as follows:

1. Effective Date. The "Effective Date” is defined to be the date of recordation of
the Assignment of Ground Lease in the Official Records of San Diego County, State of California.

2. Assignment. Effective on the Effective Date, Assignor assigns, transfers and
dehvers to Assignee all of Assignor's right, title and interest in, to and under the Capital Leases.

3. Acceptance and Assumption. Upon the Effective Date, Assignee accepts the
assignment, transfer and delivery of the Capital Leases and assumes and agrees to keep, perform and be

bound by all of the terms, covenants, conditions and obligations which are required to be performed by
Assignor under the Capital Leases from and after the Effective Date.

4. Assignor's Indemnification. Assignor hereby indemnifies, defends and holds
harmless Assignee, its partners, members, shareholders, directors, officers, employees and agents and

each of their respective successors and assigns from and against any and all claims, demands, damages,
costs, liabilities and causes of action (including reasonable attorneys' fees and costs) suffered or incurred
by Assignee by reason of any breach or default by Assignor of any of its obligations arising under the
Capital Leases prior to the Effective Date.
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5. Assienee's Indemnification. Assignee hereby indemnifies, defends and holds
harmless Assignor, its parters, members, shareholders, directors, officers, employees and agents and
each of their respective successors and assigns from and against any and all claims, demands, damages,
costs, liabilities and causes of action (including reasonable attorneys' fees and costs) suffered or incurred
by Assignor by reason of any breach or default by Assignee of any of its obhganons arising under the
Capital Leases from and after the Effective Date.

6. Miscellaneous Provisions.

_ 6.1 Section Headings. The headings of sections are inserted only for
convenience and shall in no way define, describe or limit the scope or intent of any provision of this
Assignment,
6.2 Mal_MmixﬁganQns This Assignment may not be amended or
modified except in writing executed by all parties hereto.

6.3 Binding Effect. This Assignment shall be binding upon and inure to the
benefit of the parties hereto, and their respective successors and assigns, and no other party shall be a
beneficiary hereunder.

6.4 Attorneys' Fees. If an action is commenced by a party hereto resulting
from a dispute with respect to the transactions contemplated herein, the prevailing party shall be entitled to
recover its reasonable attorneys' fees and costs from the other party in such action. As used herein, the
term "attorneys' fees” means attorneys' fees whether or not litigation ensues and if litigation ensues
whether incurred at trial, on appeal, on discretionary review or otherwise.

6.5 Governing Law. This Assignment will be governed by, interpreted
under, and construed and enforced in accordance with the laws of the State of California with venue in the
County of Santa Diego. Each of the parties hereto acknowledge and agree that the laws of the State of
California and the selection of venue in the County of San Diego were freely chosen.

6.6 Qap_mma The captions contained in this A531gnment are for convenience
only and are not intended to limit or define the scope or effect of any provision of this Assignment.

6.7 Severability. The invalidity, illegality or unenforceability of any
provision of this Assignment shall not affect the enforceability of any other provision of this Assignment,
all of which shall remain in full force and effect.

6.8 Time of the Essence. Time is of the essence of this Assignment and of -
the obhganons required hereunder.

6.9 Non-Waiver. No delay or failure by any pé.rty to exercise any right
hereunder, and no partial or single exercise of any such right, shall constitute a waiver of that or any other .
right, unless otherwise expressly provided herein.

6.10  Facsimile. The parties hereto and their respective successors and assigns
are hereby authorized to rely upon the signatures of each person and entity on thls Ass:gnment which are
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delivered by facsimile as constituting a duly authorized, irrevocable, actual, current delivery of this
Assignment with original ink signatures of each person and entity.

6.11 Further Assurances. The parties agree to execute all documents and
instruments reasonably required in order to consummate the transactions contemplated in this Assignment.

6.12  Coupterparts. This Assignment may be executed in any number of
counterparts and each such counterpart shall be deemed to be an original, but all of which, when taken
together, shall constitute one agreement.

IN WITNESS WHEREOF, the parties hereto have executed this Assignment as of the date
first above written.

"ASSIGNOR" "ASSIGNEE"
VVH RESORTS, LTD., a Delaware limited LHO MISSION BAY HOTEL, L.P., a California
partnership limited partmership
By: SAN DIEGO PRINCESS By: LASALLE HOTEL OPERATING
MANAGEMENT CORPORATION PARTNERSHIP, L.P., a Delaware limited
Its:  Sole General Partner partnership
Its:  General Partner
By:
Name: By: LASALLE HOTEL PROPERTIES,
Its: a Maryland trust v
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SCHEDULE 1

THAT PORTION OF THE TIDE LANDS AND SUBMERGED OF FILLED LANDS OF FALSE BAY, ALSO
KNOWN AS MISSION BAY, IN THE CITY OF SAN DIEGO, COUNTY OF SAN DIEGO, STATE OF

CALIFORNIA, DESCRIBED AS FOLLOWS:

BEGINNING AT THE UNITED STATES COAST AND GEODETIC SURVEY TRIANGULATION STATION
"OLD TOWN"; THENCE NORTH 9076.50 FEET; THENCE WEST 16,684.70 FEET TO DPOINT “A"
OF THIS DESCRIPTION, HAVING A NORTH AMERICAN DATUM OF 1983 VALUE OF NORTHING
1863490.33 AND EASTING 6257218.18; THENCE NORTH 67°00‘21" EAST 28.32 FEET TO
POINT "Z" OF THIS DESCRIPTION, HAVING A NORTH AMERICAN DATUM OF 1983 VALUE OF
NORTHING 1863501.40 AND EASTING 6257244.26; THENCE NORTH 1°19'36" WEST 540.00
FEET TO THE TRUE POINT OF BEGINNING; THENCE NORTH 88°40‘24" EAST 370.10 FEET TO
THE BEGINNING OF A TANGENT 100.00 FOOT RADIUS CURVE CONCAVE SOUTHWESTERLY ;
THENCE - ALONG SAID CURVE SOUTHEASTERLY 157.08 FEET THROUGH A CENTRAL ANGLE OF
907007 00"; THENCE TANGENT TO SAID CURVE SOUTH 1°19‘36" EAST 160.04 FEET TO THE
"BEGINNING OF A TANGENT 320 FOOT RADIUS CURVE CONCAVE NORTHEASTERLY; THENCE
ALONG SAID CURVE SOUTHEASTERLY 1071.57 FEET THROUGH AN ANGLE OF 191°51°49";
THENCE NORTH 81°03‘17" EAST 263.43 FEET; THENCE SOUTH 9°40'52" EAST 439.37 FEET
TO THE BEGINNING OF A TANGENT 250.00 FOOT RADIUS CURVE CONCAVE WESTERLY; THENCE
ALONG SAID CURVE SOUTHERLY 171.42 FEET THROUGH A CENTRAL ANGLE OF 39°17'09" TO
THE BEGINNING OF A REVERSE CURVE CONCAVE EASTERLY AND HAVING A RADIUS OF 150.00
FEET, A RADIAL LINE TO SAID CURVE BEARS SOUTH 60°23’'43" EAST; THENCE ALONG SAID
CURVE SOUTHERLY 157.04 FEET THROUGH A CENTRAL ANGLE OF 59°5910"; THENCE SOUTH
1714721" EAST 352.61 FEET TO THE BEGINNING OF TANGENT 40.00 FOOT RADIUS CURVE
CONCAVE NORTHWESTERLY; THENCE ALONG SAID CURVE SOUTHWESTERLY 62.70 FEET THROUGH
AN ANGLE OF B89748’54"; THENCE TANGENT TO SAID CURVE SOUTH 88°34/33" WEST 853 .30
FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE SOUTHEASTERLY AND HAVING A
RADIUS OF 100.00 FEET; THENCE ALONG SAID CURVE SOUTHWESTERLY 157.97 FEET
THROUGH A CENTRAL ANGLE OF 90°18°11" TO A POINT ON A 480.00 FOOT RADIUS CURVE
CONCAVE WESTERLY TO WHICH POINT A RADIAL LINE BEARS NORTH 88°16’22" EAST;
THENCE ALONG SAID CURVE SOUTHERLY 243.37 FEET THROUGH A CENTRAL ANGLE OF
29703702"; THENCE TANGENT TO SAID CURVE SOUTH 27°19'24" WEST 181.99 FEET;
THENCE NORTH 62740'36" WEST 555.00 FEET; THENCE NORTH 24°10’06" WEST 478.16
FEET; THENCE NORTH 204.14 FEET TO A POINT ON A 540.00 FOOT RADIUS CURVE,
CONCAVE EASTERLY WITH A RADIAL .CENTER AT SAID POINT "Z", THE RADIUS OF WHICH
BEARS SOUTH 48"50’'39" WRST; THENCE NORTHERLY ALONG SAID CURVE 1223.61 FEET.
THROUGH AN ANGLE OF 129°49/45" TO THE TRUE POINT OF BEGINNING.




SCHEDULE 2
Capital Leases

GMAC Lease Agreement for 1997 Cadillac Concours between Marvin K. Brown Auto Center, Inc. and
San Diego Princess Management Corp.

Avis Rent-a-Car Monthly Rental Agreement for Plymouth Voyager Van.
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PURCHASE AND SALE AGREEMENT WITH JOINT ESCROW INSTRUCTIONS

between

VVH RESORTS, LTD.,

a Delaware limited partnership
as Seller
and
LHO MISSION BAY HOTEL. L.P.,

a California limired partnership

as Buyer
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PURCHASE AND SALE AGREEMENT WITH JOINT ESCROW INSTRUCTIONS

THIS PURCHASE AND SALE AGREEMENT WITH JOINT ESCROW

INSTRUCTIONS ("Agreement”) dated as of the _ day of May, 1998 is by and between VVH
RESORTS. LTD.. a Defaware limited parmership ("Seller"). and LHO MISSION BAY HOTEL. L.P.. a
California limited partnership ("Buyer”). Capitalized terms used in the Recitals below. not otherwise

defined therein. shall have the meanings ascribed to them in Section 1 of this Agreemernt.
RECITALS

WHEREAS. this Agreement is made and entered inro with reference to the following
facts: : -

WHEREAS, Seller is the lessee pursuant to the Ground Lease (as defined below) of the
Land which is improved with, among other things. the hotel commonly known as The San Diego Princess
Resort located ar 1404 West Vacation Road. San Diego. California. 92109.

WHEREAS, Buyer desires o purchase. and Seller desires to sell. the Property on the
termis and conditions set fordh in this Agreement.

AGREEMENT

NOW, THEREFORE, in consideration of the foregoing recitals. and for other good and
valuable consideration. the receipt and sufficiency of which are hereby acknowledged. Buyer and Seller
agree as follows:

1. DEFINITIONS. For purposes of this Agreement. the tollowing terms shall have
the following meanings:

1.1 "Accounts Recefvable" means all accounts receivable of the Hotel

and the Property. including the Tray Ledger. receivables trom Room Revenues, Other Revenues and
Leases.

1.2 "Assignment of Capital Leases" means the Assignmemc of Capiral

Leases assigning to Buyer all of Seller's right, title and interest in and to those Capirtal Leases which by
their terms are assignable or assignable with the other party's consent. The Assignment of Capical Leases
shall be in the form of. and upon the terms contained in. Exhibijt "A".

1.3 "Assignment of Ground Lesse" means the Assignment and

Assumption of Ground Lease assigning to Buyer all of Seller's right. title and interest in. to and under the
Ground Lease.. The Assignment of Ground Lease shall be in the form of. and upon the terms contained in,

Exhibit "B".

. 1.4 " Assi i " means the Assignmenr of
-Intangible Property assigning to Buyer all of Seller's fight. title and interest in and to the Intangible

LAY [LUXXC812341634 9 5BBI2 0001 05/ BuR
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Property. The Assignment of Intangible Property shali be in the form of. and upon the termis contained in.
E; h!'h!'! Ilg " .

1.5 “Assignment of Leases" means the Assignment of Leases, assigning
to Buyer all of Seller's right, title and interest in and to the Leases. The Assignment of Leases shall be in
the form of. and.upon the terms contained in. Exhjbjt "D".

1.6 " i " means the Assignment of Service

Contracts assigning ro Buyer ail of Seller's right. title and interest in and to those Service Contracts which

Buyer will assume pursuant to Section §.2,6 below. . The Assignment of Service Conrracts shal] be in
the form of. and upon the rerms contained in. Exhihit "E".

1.7 "Assignment Fee" means the fee payable to the City upon an
assignment of the Ground Lease pursuant to Section 8.5 of the Ground Lease.

1.8 ~ "Bill of Sale" means the Bill of Sale conveying to Buyer the Personal
Property. The Bill of Sale shall be in the form of. and on the terms contained in Exhihit "F ",

1.9 "Buyer Indemnitees™ has the meaning ascribed to it in Secrion 12 of

this Agreement.

1.10 "Capital Leases" means the leases of equipment used in the operation
of the Hotel, which are set forth on Exhihit "G ", ' '

1.11 "City" means the City of San Diego. a municipal corporation.

1.12 "Closing" means the consummation of the conveyances of the

Property o Buyer.

1.13 "Closing Certificates" mean (a) as to Seller. a certificare of Seller

siating thar che warranties and representations of Seller conrained in this Agreement are true and correct in
all material respects as of the Closing Date, excepr as set forth in such certificare. and (b) as to Buyer. 2
certificate of Buyer stating that the warranties and represcniations of Buyer conrained in this Agreement
are true and correct in all material respects as of the Closing Date. except as set forth in such certificate

1.14 "Closing Date" means May 28, 1998 unless otherwise mutually
agreed to in writing by Buyer and Seller or extended pursuant (o the terms of this Agreement. but in no
evenr larer than the Outside Closing Date (as defined below). :

1.15 "Caode" means the United States Internal Revenue Code of 1986. as
amended. o

1.16 "Lleposit" means a deposit by Buyer in cash or immediately available
funds in Escrow of an amount equal 1o Five Hundred Thousand and No/100 Dollars ($500.000.00) to be
delivered by Buyer 1o Escrow Holder within two (2) business days after the date of this Agresment.

1.17 "Eelgrass Mitigation Plan" means the eelgrass mitigation plan sec

forth in the Ground Lease.
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1.18 "Employment Contracts" means all employment contracts. except

for any managemenr contracts. consulting agreements. union coniracts. labor agreements, collective
bargaining agreements. pension plans. profit sharing plans and employee benefit plans. together with all
supplements. amendments and medifications thereto. which affect the Property. and which are set forth on

1.19 "Escrow" means the escrow established with Escrow Holder for the
consummation of the purchase and sale of the Property in accordance with this Agreement.
1.20 "Escrow Holder" means Chicago Title Insurance Company.

1.21 "Exgcluded Personal Praperty" means (a) al! personal property

depicting the name "Princess” or any logo or trademark. of the "Princess Resort" and (b) the personal

property described on Exhibift "I".
1.22 "Governmental Regulations" means any local. state. and federai

laws, ordinances. rules, requirements, resolutions, policy statements and regulatiens (including, without

" limitation, those relating to and use. subdivision. zoning, environmental, labor relations. notification of
sale 10 empioyees, Hazardous Materials. occupational health and safety, water. earthquake hazard
reduction and building and fire codes) bearing on the construction, development, alteration. rehabilitation.

madinienance. use, operation. or sale of the Property.

1.23 "Qxround ILease" means the City of San Diego Percentage Lease dated
December 30. 1994 berween the Ciry. as lessor. and Seller, as Lessee.

1.24 "Ground I.essor Estoppel” means a wrimen statemenr executed by the

City dated within thirty (30) days prior to the Closing in substantially the form and content of Exhibig "J *
attached heretg.

1.25 "Hazardous Materials" means any hazardous or toxic substance. material

or waste which is or becomes regulated by any local governmental authority. any agency of the Stare of
California or any agency of the United States Government. The term "Hazardous Materials” includes. without
limitation, any marerial or substance which (a) contains petroleum or any petroleum by-products.
(b) contains asbestos. (c) contains urea formaldehyde foam insulation. (d) is designated as a "hazardous
substance” pursuant (0 Section 311 of the Federal Warter Pollution Control Act (33 U.S.C. § 1317).
(e) is defined as a "hazardous waste” pursuant to Section 1004 of the Federal Resource Conservation and
Recovery Act, 42 U.S.C. § 6901 (42 U.S.C. § 6903). or (f) is defined a5 a "hazardous substance" pursuant
to Section 101 of the Comprehensive Environmental Response. Compensation and Liability Act, 42 U.S.C.
§ 9601 (42 U.5.C. § 9601). Each reference to a statute or law in this definition shall be deemed to include

any amendments thereto which are enacted from time to time.

1.26 "Hotel" means the real property and the improvements comprising The
San Diego Princess Resort located on the Land.

1.27 "Houge Funds" means cash on hand at the Hotel as of the Transfer Time.
At Closing, Buyer shall pay to Seller an amount equal to the aggregace amount of such House Funds in readily
available funds in addition to. and-not as part of. the Purchase Price. :

1.28 "Intangjhle Property" means all of Seller s right. title and interest in and

to any and all intangible personal property owned by Seller and used in connection with the ownership,
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construction. development (including, without limitation, the benefit of furure development rights. plans,
models and specifications, which include plans for the Marina Construction (as defined below) and the "Master
Plan 2000"). use and/or operauon of the Property. including. withour limitation. the toll-free telephone
numbers for the Property. the Licenses and Permits. the Records and Plans. and the Warrandies.
Nowwithstanding the foregoing. in no event shall the Intangible Property include any trade names. rademarks.
service marks or iogos including, without limitation. the name "Princess” or any mark or trade name that
includes the word "Princess” as an element. which property shall remain the property of Seller.

1.29 "Land" means the leasehold estate in real property located in the City of
San Diego. County of San Diego, State of California. as legally described in Exhihis "K".

1.30 “Leases" means all existing leases. rental and occupancy agreements and
lease commioments relating to the Real Property. which Leases are set forth on Exhibit "L", together with
any and all leases which are entered into after the date of this Agreement in accordance with Section S.1 of

this Agreement.

1.31 "Licenses and Permits" means all of Seller's right. title, interests.

privileges. benefits and remedies in, to and uader all authorizarions, approvals, permirs. licenses, agreements.
variances. lentative maps, final maps. plans and specificacions and land use entitlemencs held by Seller and/or
relaring to the construction. reconstruction, occupancy, operation or use of any part of the Properry (other than
the Liquor License), including, withour limitation. the Marina Permis.

1.32 "Liquor Act" means the Alcoholic Beverage Control Act. as the sanie
may be amended from time to time.

1.33 "Liquor Escrow Agreement" means the Agreement for Purchase and

Sale of Liquor Inventory and Liquor License and Escrow Instructions to be executed and delivered by the
holder of the Liquor Licenses and Buyer (or Buyer's designee) within five (5) business days after the execution
of this Agreement for the acquisition of the Liquor Licenses and the Liquor Inventory by Buyer (or Buyer's
designee) from the holder thereof. The Liquor Escrow Agreement shall be in substantally the form of: and

upon the terms contained in. Exhibit "M".

1.3¢4 "Liquor Inyentory" means all wine. beer and other alcolioiic beverages
on hand at the Hotel as of the Transfer Time. .

1.35 "Liquoc Licenges" means collectively the On Site General Liquor License
Number 47-208932. 47-208932-1. and 47-208932-2. the Caterer Permit No. 58-208932-] and the Controlled
Access Cabinet Permit No. 66-208932-1. :

1.36 "Marina _Construction" means the construction of the marina as

conremplared by the Ground Lease and in accordance with the plans and specifications previously submirred
to the City. as the same may be amended prior to the Closing.

1.37 “Maring Peninits” means collectively (a) Permir No. 6-97-64 1o be issued
by the California Coastal Commission upon the satisfaction of all special conditions contained therein (the
"Coastal Development Permit") and (b) Permit No. 96-20054-DZ issued by the United States Army Corps
of Engineers (the "Army Corps Permic")relating to the Marina Construction.

1.38 "Qther Revenues" means all revenues earned from the operation of the
Property. other than Room Revenues. including. without limitation. revenues from the sale of food. the sale
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of alcoholic and non-alcoholic beverages. renual of meeting and banquet rooms. telephone sales. pay television
sales. valet and parking services. gift shop revenue. golf and tennis revenues. marina. boat and boat slip rental
revenues. and other similar revenues. together with any sales tax or other taxes thereon.

1.39 "Qurside Closing Date" means Friday. June 5. 1998. In the event the

Closing does not occur for any reason prior (o the Outside Closing Date. then either party may terminate this
Agreement upon wrinen notice to the other. and this Agreement shall thereupon terminate and be of no further
force or effect, and the parties shall have no further liability or obligation thereunder. except for those
provisions which survive the termination of this Agreemenc: provided. however. that in the evenr the Closing
does 1ot oceur prior to the Quiside Closing Date due to a breach of this Agreement by Sgller. then Seller shall

not be entitled to terminate this Agreemenr pursuant to this Sectiog 1.39. In the event of a termination of this
Agreement by either party pursuant to this Section, the other party shall provide written acknowledgment of
such termination in form and substance reasonably satisfactory to the party terminating the Agreement. In the

event the Seller terminates this Agreement pursuant to this Section, and such termination is not due to a breach
of this Agreement by Buyer. then the Deposit shall be returned 10 Buyer within two (2) business days after rhe

date of such termination. '

1.40 "Permitted Exceptions" means collectively (a) matters of title respecting

the Real Property approved or deemed approved by Buyer in accordance with this Agreement; and (b) matters
affecting the condition of title to the Real Property created by or with the written consent of Buyer,

1.41 "Personal Property" means all personal property of Selier located on or
in or used in connection with the Real Property (other than (i) the Excluded Personal Property and (ii) the
Liquor Licenses and the Liquor Inventory, which shall be transferred pursuant to the Liquor Escrow

Agreement).

1.42 “Bro Forma Title Policy" means the pro forma owner's policy of title

insurance issued by the Title Company anached to this Agreement as Exhihit "N".

1.43 "Braperty" means the Real Property. the Personal Property. the Service
Conrracts. the Leases. and the Intangible Property and the Liquer Inventory and the Liquor Licenses (which
shall be transferred in accordance with the terms and conditions of the Liquor Escrow Agresment).

1.44 "Purchase Price" means the sum of Sevenry-Three Million Déllars
($73.000.000).

1.45 “"Real Property" means the Land. all rights, privilepes and easements
appurtenant to the Land. and all improvements and fixcures situated on the Land. :

1.46 "Ragords and Plans" means (a) all books and records maintained by

Seller in connection with the operation of-the Property. (b) "as-buik" plans and specifications respecting the
Real Property, and (¢) all scructural reviews, architectural drawings, and engineering, soil, seismic, geologic
and architectural reports, studies and certificates and other documents peraining to the Real Property which
are within the possession of, under die contro} of. or reasonably available (o, Seller. - :

1.47 "Renovation Wark means the renovation of the Hotel guest rooms as
contemplated by the Ground Lease and the Etectrical Work. ‘
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1.48 "Reservatiop Agreements and Deposits" means all guest. banquet room

and meeting roem and restaurant reservation agreements sxecuted by Seller ind all deposits made thereunder
for periods after the Closing.

1.49 "Room Revenues" means all revenues from the rental of guest rooms of
the Real Property (but excluding any items included in the definition of Other Revenues). together with any

sales or other taxes thereon collected by Seller.

1.50 “Seller Indemnnitegs" has the meaning ascribed to it in Sectign 12 of this

Agreement.
1.51 "Seller's Pavahles" means the accounts payable with respect to which
Seller agrees to0 be fully responsible for the payment after the Closing Date.
1.52 "Service Contracts" means the maintenance contracts. warranties.

guarantees. management contracts and bonds. and any other similar obligations. commitments or arrange--
ments. togethér with all supplements. amendments and modifications thereto, relating to the construction.
development. marketing. operation, maintenance or enjoyment of the Property. which are set forth on

Exhibijt "O" artached to this Agreement,
1.53 "Shoreline Restoration Work™ means the improvements specified by the

"Shoreline Restoration and Stabilization Plan™ as described in Secrions 6.5 and 10.7 of the Ground Lease.

1.54 "Survey" means an ALTA "as built" survey of the Real Property prepared
by Southland Surveying of San Diego. :

1.55 "Zitle Company" means Chicago Title Insurance Company.

‘1,56 "Title Policy" means the standard form of owner's title policy issued by.

the Title Company (together with such re-insurance carriers as Buyer may require) for property located in the
State of California co be issued for the' benefit of Buyer. which Title Policy shall be (a) withour charges in
excess of regular premiums. (b) in the same form as the Pro Forma Title Policy. and (c) shall show only thoge
matters as set forth on the Pro Forma Title Policy and the Permitted Exceptions (defined below).

1.57 "Transfer Documents" means the Assignment of Ground Lease. the Bill
of Sale. the Assignment of Leases. the Assignment of Capital Leases, the Assignment of Service Contracts,

the Assignment of lntangibie Property and the Liquor Escrow Agreement.

1.58 "Transfer Time" means 12:01 a.m. on the Closing Date in the Pacific
time zone.

1.59 “Lransferor's Certificate" means the certificate. to be duly executed and

detivered by Seller in accordance with Section 3,1 of this Agreement. certifying that Seller is not a "foreign
person” in accordance with the provisions of Section 1445 of the Code and any similar provisions of applicable
state law. The Transferor's Certificate shall be in the form of. and upon the terms contained in. Exhibit "P"'.

1.60 . "Lmy.J.edger" means any accounts receivable of registered guests who
have not checked out and who are occupying rooms ar the Real Property as of the Transfer Time.
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1.61 "Warranties" means al! third party warranties and guaraniees relating
to the Property.
1.62 "WARN Act" means (a) the Worker Adjustment Rerraining Notification

Act. 29 U.5.C. 2102. et seq. and/or (b) any other simijar state or local statute or ordinance

2. PLIRCHASE PRICE. Seller agrees to sell to Buyer, and Buyer agrees to purchase
from Seller. the Property in accordance with the rerms, and subject to the conditions. of this Agreement. The

Purchase Price for the Property will be paid as follows:

2.1 Deposit. Buyer shall deliver the Deposit in accordance with Section 1,16.
Escrow Holder shall invest the Deposit in an interest bearing account with a responsible institutional lender
approved by Buyer and Seller. and the interest will become part of the Deposit. Buyer's tax dentification
number is and Seller's mx identificarion number is 33-0338932. Buyer's failure o deliver

the Deposit in accordance with Section 1.16 shall, at Seiler's election. render this Agreement void.

2.2 Balance of Purchase Price. On or before the Closing Date. Buyer shall

deposit. in cash or by wire wransfer (a) into the Escrow the Purchase Price less the Deposit and less the
purchase price for the Liquor Inventory and the Liquor Licenses as established pursuant to Section 2.3 below.
as adjusted for prorations and adjusuments in accordance with Segtion 9 and Buyer's share of Escrow ¢losing
costs in accordance with Section 10, and (b) into the escrow established under the Liquor Escrow Agreement.
the portion of the Purchase Price allocable to the Liquor Licenses and the Liquor Inventory as provided in
Section 2.3 below, as adjusted for prorations and adjustments in accordance with the terms and conditions of

the Liquor Escrow Agreement.

3. ESCROW: CLOSING.

3.1 Qpenjng of Fscrow. As soon as reasonably practicable following the
mutual execution and delivery of this Agreement. the parties shall open the Escrow with Escrow Holder in
order (0 consummate the purchase and sale in accordance with the terms and provisions of this Agreement by
depositing a fully executed counterpart of this Agreement with Escrow Hoider. This Agreement shall
constirute joint escrow insuctions 10 Escrow Holder: provided, howsver. that the parties shall execute such
additional instructions as may be reasonably requested by Escrow Holder not inconsistent with the provisions
of this Agreement. The Closing will take place on the Closing Dare at the offices of the Escrow Holder.

3.2 BySeller. At the Closing. Seller shall deliver or cause to be delivered
10 Escrow Holder the following items. duly execured and. where appropriate. acknowledged by Seller.
3.21 The Assignment 6f Ground Lease.
3.2.2 The Bill of Sale.
3.2.3 The Assignment of Capital Leases.
3.2.4 The Assignment of Intangible Property .
.-3.2.5 The Assignment of Leases.
3.2.6 The Assignment of Service CO!'ll:l'aCts.
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3.2.7 The Transferor's Certificate.
3.2.8 The Seller's Closing Certificate.
3.29 The Liguor Lease Agreement, if applicable.
3.2.10 Such resolutions. authorizadions. certificates of good standing

and/or other corporate and parmership documents relating to Seller as are reasonably required by Buyer in
connection with the transactions contemplated under this Agreement.

33 By Buyer. A:the Closing, Buyer will deliver or cause to be delivered
to Escrow Holder the following items, duly execured and. where appropriate, acknowledged by Buyer:

3.1 The net balance of the Purchase Price. to be paid in
accordance with Sections 2,2 of this Agreement, after deducting the Deposit and after taking into account the
adjustments and cost allocations in accordance with Sectinns 9 ang 10. }

3.3.2 The Assignment of Capital Leases.

3.3.3 The Assignment of [ntangibie Proberry.

3.3.4 - The Assignment of Leases.

3.3.5 The Assignment of Service Conrracrs.

3.3.6 The Buyer's Closing Certificate.

3.3.7 The "As Is" cerrificate described in Sectiop 4.6 below.
3.3.8 The Liquor Lease Agreement, if applicabie.

3.39 Such corporate resolurions, certificates of good standing

and/or other corporate and parwership documenms refating to Buyer as are reascnably required by Seller in
connection with the transactions contemplated under this Agreemen.

34 By Buyer and Seller. Buyer and Seller will each deposit into the Escrow

such other documents and instruments consigtent with this Agreement as are reasonably required (o effectuace
the ransactions contemplated under this Agreement.

35 Close of Escrow. When (a) each party has deposited in Escrow all of the
funds and documenis required to be deposited in Escrow by it pursuant to this Section 3 or any other provision
of this Agreement. and (b) each of the parties has approved or waived each of the conditions in its favor set
forth in Section 7 of this Agreement, and (c) Escrow Holder is otherwise in a position to close Escrow,
Escrow Holder shall close Escrow by:

3.5.1 Becordation. Recording in the Official Records of the
County of San Diego State of California the Assignment of Ground Lease. the Ground Lessor Estoppel and
any other documents deposited in Escrow which are in recordable form;
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3.5.2 Funds. Delivering to Seller the Purchase Price. as adjusted
for Seller's share of prorations and Closing costs;

353 Documents to Seller. Delivering 1o Seller the documents

described m Sectiop 3,3 above and any other documents {or copies-thereof) delivered into Escrow by Buyer:
and

3.5.4 Documents to Buyer. Delivering 10 Buyer the documennts

described in Section 3.2 above and any other documents (or copies thereof) delivered into Escrow by Seller.

3.6 Deliveries Queside of Escrow. On the Closing. Seller shall deliver (0

Buyer the following:

3.6.1 Revised and updated schedules and exhibits as required
pursuan: 1o Section 7,].4 below, prepared as of the Closing Dare; and

3.6.2 Possession of the Property. subject 1o the rights of parries
claiming under the Leases and the provisions of the Ground Lease.

. Seller makes the following

representations and warranties to Buyer al! of which are true as ot' the date of tms Agreement and will be true
and correct in all macerial respects as of the Closing,

4.1.1 Qrganization. Seller is duly organized. validly existing and
in good standing under the laws of the State of Delaware and is duly qualified to do business in the State of
California. The execution and delivery of this Agreement and the other documents contemplated in this
Agreemenr by Seller, and the performance by Seller of the obligations under this Agreement and the other
documents contemplated in this Agreement (i) are within the power of Seller: (ji) have been duly authorized
by all requisite partnership action and (iii) will not violate any provision of law, any order of any courr or
agency of government, the charter documents of Seller or any indenture, agreement or any other instrument
to which Seuer Is a party. This Agreement and each of the other documents described in this Agreement when
executed and delivered to Buyer, will constitute legal. valid and binding obligarions enforceable against Seller
in accordance with the terms of such docunients.

4.1.2 Personal Property Owner. Seller is the sole owner of all

personal property situated on the Real Property (other than the Excluded Personal Property. the personal
property subject (o the Capital Leases, and the personal property owned by Hotel guests and renants under the
Leases) free of any adverse claim of any kind whatsoever.

4.1.3 No Prior Transfers - Property. Seller has not transferred.

by sale assignment or otherwise. to any person, partnership, corporation or other entity. all or any portion
of any right. tide or interest which it may have in and to the Property other than (a) encumbrances which are
to be removed at the Closing and (b) the Permirted Exceprions.

- 4.1.4 Agrssments.
4.1.4.1 Except as set forth on Schedule 4.1,4.1. o

Seller's know!tedge. there are no conrracts for deed. land contracts or any oral or written agreements or other
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executory agreemenrs whatsoever for the assignment or ransfer of any portion(s) of the Property in effect or
in existence with respect to the Property. except those sert forth on the Pro Forma Title Policy.

4.1.4.2 Except as set forth on Schedule 4,1,4.2. 1o
Seller's knowledge. the Leases are in full force and effect. To Seller's knowledge. there are no defaults. or
events which with the passage of time or notice or both. could constitute a default by Seller or by the tenant

under any of the Leases.

4.1.4.3 Except as set forth on Schedule 4.1.4.3. Seller
has received no wrigen notice from the City that Seller is in defauit under the Ground Lease. and. to the best
of Seller's knowledge. there is no default or event which with the passage of time or notice or both. could

constitute a defaulr by the City or Seller under the Ground Lease.

4.1.4.4 Except as sec forth on Sghedule 4.1.4.4. there

are 1o management. service. maintenance. advance booking. employment or brokerage agreements. with
respect to the Real Property which Seller has entered into which would be binding on Buyer following the
Closing. except for the Employment Contracts. the Leases. the Service Contracts which Buyer will assume
pursuant to Section 5,2,6 below, and the Reservation Agreements and Deposits.

4.1.5 No Litigation. Excepr as set forth on Schedule 4,1,5.. (2)
to Seller's knowledge. there is no actual suit, action or legal. administrative. arbitration or otlier proceeding
or governmenial investigation involving or affecting the Property. (b) Seiler has not been served with written
notice of any such proceeding. and (c) to Seiler's knowledge. there are no judgments. decrees. or orders

affecting the Property.

4.1.6 Natice of Violations. Except as set forth on Schedulc 4.1.6,

Seller has not received any writen notice of any outstanding violations. past or present. of any Goverminerntal
Regulations.

4.1.7 Compliance with Agreements. To Seller's knowledge, the

execution and delivery of, and performance under. this Agreement has nor and will not constitute a breach ot
default under any other agreement. law or court order under which Seller is a party or may be bound.

4.1.8 Einancial Position. To Seller’'s knowledge. the financial

statements and all financial dara delivered to Buyer by Seller are true. correct and complete in all material
vespects as of the date thereof. To Seller's knowledge. no material adverse change has occurred in such
financial position subsequent to the date such statements are delivered to Buyer.

4.1.9 Insolvency. There are no acachments. execution
proceedings, assignments for the benefit of creditors. insolvency. bankruptcy. reorganization or other
proceedings pending or. to Seller's knowledge. threatened against Seller, nor are any such proceedings

contemplared by Seller.

4.1.10 Eelgrass Mitigation Plan. Seller has undertaken the

implementation of the Eelgrass Mitigation Plan by completing the planting of the eelgrass and instituting the
requisite monitoring program. To the best of Seller's knowiedge, Seller is in compliance with the terms of
the Eelgrass Plan. All werk necessary to comply with the Eelgrass Plan as of the Closing shall be fuily paid
for as of the Closing. or Buyer shall receive a credit at Closing for such unpaid amount,
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4.1.11 Shoreling Restoration Work. To the best of Seller's
knowledge. Seller has paid for its share of the Shoreline Restoration Work in accordance with the terms of
the Ground Lease. In the event thac. pursuant (o the terms of the Ground Lease, Seller is required 0 pay

additional monies for such work, Seller shall pay for the same.

4.1.12 Marina Permits. To the best of Seller's knowledge. the
Army Corps Permit is in full force and effect and Seller has sarisfied all conditions to the issuance of the

Coastal Development Permit other than Special Condition No. 4 set forth therein.

4.2 Seller's Knowledge. The phrase “10 Seller's knowledge. " as used
in this Agreement, refers to the acrual curreat knowledge of Ned S. Holmes and Thomas C. Vincent, without

duty of inquiry or investigation.

4.3 Seller's Closing Certificate. In the event that Seller's Closing Certificate

expressly states thar any representation and warranty made by Seller in Section 4.1 is nor true and correct as

.of the date of Closing. then such shall not be a default by Seller under this Agreement; provided. however that
such shall be treated as a failure of a condition in favor of Buyer. and Buyer shall have, as Buyer's sole and
exclusive remedy, the right to terminate this Agreement upen writien notice to Seller if such condition is of
such a nature tha in Buyer's reasonable judgment such failure of a condition would materially and adversely
affect the acquisition. financing or use of the Property for Buyer's intended purpose. Upon such termination.
Seller shall immediately rerurn, or cause the Title Company (o return, o Buyer any and all documents and
funds theretofore deposited or paid by Buyer. Aliernatively, notwithstanding such failure of condition. Buyer
may elect 10 waive one or more of the specific representations and warraaties which are set forth in Seller's
Closing Certificate as not being true and correct as of the Closing. and proceed with the purchase of the
Property without reduction in the Purchase Price.

4.4 Quyer s Representations and Warranties. Buyer mnakes the following
representations and warranties o Seiler upon which warranties and representations Seller has relied and will
continue to rely, all of which are true as of the dare of this Agreement and will be rue and correer as of the

Closing:

4.4.1 Organization. Buyer is duly organized. validly existing and
in 20od standing under the laws of the State of California. The execution and delivery of this Agreemeny and
the other documents contemplated in this Agreement by Buyer. and the performance by Buyer of the
obligations under this Agreement and the other documents contemplated in this Agreement (i) are within che
power of Buyer: (ii) have been duly authorized by all requisite action on the part of Buyer and all of its
constituent corporate parmers; and (iii) will not viotate any provision of law, any order of any court or agency
of government. the charter documents of Buyer or its general partners, or any indenture. agreement or any
other instrument to which Buyer is a party. This Agreement and each of the other documents described in this
Agreement when executed and delivered to Buyer. will constitute legal, valid and binding obligations
cnforceable against Buyer in accordance with the terms of such documents.

4.4.2 Insolvency. There are no attachments, execution
proceedings, assignments for the benefit of creditors. wnsolvency, bankrupicy, reorganization or other
proseedings pending or threatened against Buyer, nor are any such proceedings contemplated by Buyer.

2 »

e g¢. The repressntations and
the C

losing for a period of (welve (12) months.

- Arvival ol Ke)
warranties contained in this Section 4 shall survive
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4.6 ASIS. BUYER ACKNOWLEDGES AND AGREES THAT (A} BLUYER
IS EXPERIENCED IN THE ACQUISITION. DEVELOPMENT, OWNERSHIP AND OPERATION OF
PROPERTIES SIMILAR TO THE PROPERTY AND BUYER WAS GIVEN THE OPPORTUNITY TO
PERFORM. AND BUYER HAS PERFORMED AND COMPLETED. ALL INSPECTIONS AND
INVESTIGATIONS CONCERNING THE PROPERTY TO ITS SATISFACTION AND IS QUALIFIED TO
MAKE SUCH INSPECTIONS AND INVESTIGATIONS. BUYER ACKNOWLEDGES THAT IT IS
FULLY RELYING ON BUYER'S (OR BUYER'S REPRESENTATIVES') INSPECTIONS OF THE
PROPERTY AND NOT UPON ANY STATEMENTS (ORAL OR WRITTEN) WHICH MAY HAVE BEEN
MADE OR MAY BE MADE (OR PURPORTEDLY MADE) BY SELLER OR ANY OF ITS
REPRESENTATIVES. INCLUDING. WITHOUT LIMITATION. "ANY STATEMENTS OR
INFORMATION CONTAINED IN THAT CERTAIN INFORMATION BOOK PREPARED BY HOTEL
PARTNERS INCORPORATED RELATING TO THE PROPERTY. BUYER ACKNOWLEDGES THAT
BUYER HAS (OR BUYER'S REPRESENTATIVES HAVE). OR PRIOR TO THE CLOSING DATE WILL
HAVE. THOROUGHLY INSPECTED AND EXAMINED THE PROPERTY TO THE EXTENT DEEMED
NECESSARY BY BUYER IN ORDER TO ENABLE BUYER TO EVALUATE THE CONDITION OF THE
PROPERTY AND ALL OTHER ASPECTS OF THE PROPERTY (INCLUDING. BUT NOT LIMITED TO.
THE ENVIRONMENTAL CONDITION OF THE PROPERTY), AND BUYER ACKNOWLEDGES THAT
BUYER IS RELYING SOLELY UPON ITS OWN (OR ITS REPRESENTATIVES') INSPECTION,
EXAMINATION AND EVALUATION OF THE PROPERTY. AS A MATERIAL PART OF THE
CONSIDERATION OF THIS CONTRACT AND THE PURCHASE. BUYER HEREBY AGREES TO
ACCEPT THE PROPERTY ON THE CLOSING DATE IN ITS “AS-IS. WHERE [S$" CONDITION. WITH
ALL FAULTS. AND WITHOUT REPRESENTATIONS AND WARRANTIES OF ANY KIND. EXPRESS
OR IMPLIED. OR ARISING BY OPERATION OF LAW. EXCEPT ONLY THE TITLE WARRANTIES
EXPRESSLY SET FORTH IN THE DEED DATED ON THE CLOSING DATE. WITHOUT IN ANY
WAY LIMITING THE GENERALITY OF THE FOREGOING, IN CONNECTION WITH THE SALE OF
THE PROPERTY TO BUYER. THE SALE OF THE PROPERTY IS WITHOUT ANY WARRANTY. AND
SELLER AND SELLER'S OFFICERS. AGENTS. DIRECTORS. EMPLOYEES. ATTORNEYS.
CONTRACTORS AND AFFILIATES (COLLECTIVELY. "SELLER'S RELATED PARTIES") HAVE
MADE NO. AND EXPRESSLY AND SPECIFICALLY DISCLAIM. AND BUYER ACCEPTS THAT
SELLER AND SELLER'S RELATED PARTIES HAVE DISCLAIMED., ANY AND aLL
REPRESENTATIONS. GUARANTIES OR WARRANTIES. EXPRESS OR IMPLIED. OR ARISING BY
OPERATION OF LAW OR RELATING TO THE PROPERTY. INCLUDING WITHOUT LIMITATION.
OF OR RELATING TO: (I) THE OWNERSHIP. USE. INCOME POTENTIAL. EXPENSES,
OPERATION. CHARACTERISTICS OR CONDITION OF THE PROPERTY OR ANY PORTION
THEREOF. INCLUDING WITHOUT LIMITATION, WARRANTIES OF SUITABILITY.
HABITABILITY. MERCHANTABILITY. DESIGN OR FITNESS FOR ANY SPECIFIC PURPOSE OR
A PARTICULAR PURPOSE. OR GOOD AND WORKMANLIKE CONSTRUCTION: (II) THE NATURE,
MANNER. OR CONDITION OF THE PROPERTY. ON THE SURFACE OR SUBSURFACE THEREOF.,
WHETHER OR NOT OBVIOUS. VISIBLE OR APPARENT: (II) THE ENVIRONMENTAL CONDITION
OF THE PROPERTY AND THE PRESENCE OR ABSENCE OF OR CONTAMINATION BY
HAZARDOUS MATERIALS, OR THE COMPLIANCE OF THE PROPERTY WITH ALL
REGULATIONS OR LAWS PERTAINING TO HEALTH OR THE ENVIRONMENT. INCLUDING. BUT
NOT LIMITED TO. THE COMPREHENSIVE ENVIRONMENTAL RESPONSE. COMPENSATION AND
LIABILITY ACT. THE RESOURCE CONSERVATION AND RECOVERY ACT. AND ALL SIMILAR
LOCAL AND STATE LAWS. EACH AS MAY BE AMENDED FROM TIME TO TIME. AND
INCLUDING ANY AND ALL REGULATIONS. RULES OR POLICIES PROMULGATED
THEREUNDER (" “): AND (IV) THE SOIL CONDITIONS. DRAINAGE.,
FLOODING CHARACTERISTICS UTILITIES OR OTHER CONDITIONS EXISTING IN. ON OR
UNDER THE PROPERTY. BUYER HEREBY EXPRESSLY ASSUMES ALL RISKS, LIABILITIES.

1 @4AM

CLAIMS, DAMAGES AND COSTS. INCLUDING ANY LIABILITY WITH RESPECT TO.
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ENVIRONMENTAL LAWS (AND AGREES THAT SELLER SHALL NOT BE LIABLE FOR ANY
SPECIAL. DIRECT. INDIRECT. CONSEQUENTIAL OR OTHER DAMAGES) RESULTING OR
ARISING FROM OR RELATED TO THE PROPERTY OR THE ACQUISITION. DEVELOPMENT.
OWNERSHIP. USE. CONDITION. LOCATION. MAINTENANCE. REPAIR OR QPERATION
THEREOF. IN CONSUMMATING THE PURCHASE OF THE PROPERTY, BUYER IS NOT RELYING
ON ANY REPRESENTATIONS OR STATEMENTS (ORAL OR WRITTEN) WHICH MAY HAVE BEEN
MADE OR MAY BE MADE BY SELLER OR SELLER'S RELATED PARTIES. AND IS RELYING
SOLELY UPON BUYER'S OR ITS REPRESENTATIVES' OWN PHYSICAL INSPECTION OF THE
PROPERTY. BUYER ACKNOWLEDGES THAT ANY CONDITION OF THE PROPERTY WHICH
BUYER DISCOVERS OR DESIRES TO CORRECT OR IMPROVE PRIOR TO OR AFTER THE
CLOSING DATE SHALL BE AT BUYER'S SOLE EXPENSE. BUYER EXPRESSLY WAIVES (TO THE
EXTENT ALLOWED BY APPLICABLE LAW) ANY CLAIMS UNDER FEDERAL. STATE OR OTHER
LAW (INCLUDING. BUT NOT LIMITED TO COMMON LAW., WHETHER SOUNDING IN
CONTRACT OR TORT. AND ANY AND ALL ENVIRONMENTAL LAWS) THAT BUYER MIGHT
OTHERWISE HAVE AGAINST SELLER RELATING TO THE ACQUISITION. DEVELOPMENT. USE.
CHARACTERISTICS OR CONDITION OF THE PROPERTY. THE PROVISIONS OF THIS
PARAGRAPH SHALL SURVIVE THE CLOSING AND AT CLOSING BUYER SHALL DELIVER TO
SELLER A CERTIFICATE ("AS IS CERTIFICATE") CONFIRMING THE PROVISIONS HEREOF.

4.7 General Release. Except as otherwise expressly provided in Sections
4.1,12.1 and 13. Buyer waives its right to recover from Seller and its affiliates. partners. shareholders.,
officers. directors, employees. agen(s. representadves and attorneys (collectively. "Released Parties”) any and
all damages. losses. liabilities. cosis or expenses whatsoever (including arorneys' fees. court costs and
litigation expenses) and claims therefor, whether direct or indirect. known or unknown. foreseen or
unforeseen. which may arise on accounr of or in any way growing out of or connected with the physical or
environmental condition of the Property (including the improvements thereon) or any law or regulation relating

to Hazardous Materials '

BUYER EXPRESSLY WAIVES THE BENEFITS OF SECTION 1542 OF THE
CALIFORNIA CIVIL CODE. WHICH PROVIDES AS FOLLOWS:

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

5. COVENANTS OF SELIFR AND BUYER

5.1 Seller's Covenants. From the date of this Agreement through and
including the Closing Date. Seller covenants and agrees that:

5.1.1 Further Liens and Encumbrances. Seller will not

volunrarily subject the Property to any additional liens. encumbrances. covenants. conditions. easements, rights
of way or similar mauers after the date of dhis Agreement that will not be released at Closing. Seller will not
hereafter materially change any of the terms. covenants or conditions of any of such existing documents. or
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enter 1o any new material agreements affecting the Propercy thatr cannot be terminated ac Closing without cost
or penalty without the prior written consent of Buyer. which consent shal! not be unreasonablv withheld.

512 Leases; Other Contracts. Seller will not hereafter

materially amend any of the Leases. the Service Confracts or existing contracts or enter into new leases or
contracts affecting the Property except (a) in the ordinary course of business. (b) in connection with the Marina
Construction or the Renovation Work pursuant to the Ground Lease. or (¢) with the prior written consent of
Buyer. Without the prior writren consent of Buyer, Seller shall not terminate any of the Leases or existing

material contracts relating to the Property. :

§.1.2.1 pntracts Relatin ] S i
and Renovation Work. Norwithstanding the provisions of Section 5.1.2 to the contrary, Seller shall not emer
into any material agreements in connection with the Marina Construction or the Renovation Work without
Buyer's prior written approval, which approval shall not be unreasonably withheld. Buyer shal) grant or deny
its written approval within three (3) days after Seller's written request therefor (which request shall be
accompanied by either a copy of the proposed agreement (if available) or a description of the material terms
thereof), Buyer's failure to respond to Seller in writing within such three (3) day period shall be conclusively
deemed to be Buyer's approval of such request. For purposes of this Section 5.1,2.1. a "material” agreement
shall be any agreement which involves the expenditure of more than $25.000 pursuant to the rerms thereof,
Notwithstanding the provisions of this Section 5.1.2.1. Buyer's consent shall not be required for those material
agreements which are necessitated due (0 an emergency condition ac the Property. In the event that an
agreement t0 which Buyer's approval is required pursuant to the provisions of this Section is necessary in order
for Seller to avoid being in default under the Ground Lease. and Seller informs Buyer of such fact coucurrently
with Seller's request for Buyer's approval of the same. then, if Buyer disapproves such agreemen. Seller shall
have the right to terminate this Agreement upon written notice to Buyer, in which event this Agreement shall
terminate. the Deposit shall be refunded o Buyer. and all rights and obligations of the parties existing
hereunder shal) terminare and be of no further force or effeci. except any rights and obligations which survive
the termination of this Agreement. Subject to Seller's obligation to comply with Governmental Regulations
and the Ground Lease. Seller covenants and agrees that it shall 1ake no action which would result in the

revocation or termination of the Marina Permits.

513 - Propen ement and Operation. Subject to Seller's
right to remove the Excluded Property at Closing pursuan (o Segtion $.2.2. Seller shall maintain the operation

of the Property in a manner and maimain inventory levels consistent with its historical practice. Seiler shall
promptly notify Buyer in writing of any casualty or condemnation of which Seller recejves notice following

the date of this Agreement.

5.1.4 Prepavments. Seller shall not accept (a) any prepaid rents.
security deposits or other deposits under any of the Leases, or (b) any deposits made with respect to
reservations for guest rooms, meeting rooms. restaurants and banquer facilities for dates after the Closing
Date. unless the same shall be credited to Buyer on the Closing Date. ‘

5.1.5 Cooperation with Representatives.  Subject to the

provisions of Section 8. Selier shall cooperate with Buyer and its accountants, counsel and/or other
represematives in providing information and materials pertaining to the operation and markering of the
Property. including access to the Property; provided. however, that Seller shall not be obligated to provide
any information or materials which. is subject 1o the attorney-client privilege or which is propristary in nature.
From and after the execution and delivery of this Agreement. and subject to Section 8. Seller shall allow a
represeniative or representatives of Buyer access to the Property at reascnable times and upon the notice
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provided for in Section 8.1.2, for the purpose of (a) monitoring the operation of the Property and
(b) performing such investigations and analyses of the Property as Buyer may reasonably require.

5.1.6 £ 8 an ry. At Closing, and
subject to approval by Deparmnent of Alcoholic Beverage Comrol Seller shall cause lhe hoider of the quuor
Licenses to transfer the Liquor Licenses and che Liquor Inveniory to Buyer (or Buyer's designee) in
accordance with the terms and conditions of the Liguor Escrow Agreement. Seller shall. at no cost or expense
10 Seller (except as provided in the Liquor Escrow Agreement), cooperate with Buyer or Buyer's designee
(and shall cause the holder of the Liquor Licenses to cooperate with Buyer or Buyer's designee) in effectuaring
a transfer of the Liquer Licenses.

If Buyer, after diligently pursuing the same. does not obtain the Liquor
Licenses by the Closing Date, Buyer shall. and Seller shall cause the holder of the Liquor Licenses (o
cooperate in good faith to enter into a shor(-term lease agreement (the "quuor Lease Agreement”) pursuant
to which such holder will continue o operate the liquor facilities at the Horel until a temporary liquor licznse
is issued to Buyer. Such agreement shall be upon terms and conditions murually satisfactory to Buyer and

Seller and such holder.

5.1.7 Accrued Vacation, Sick Leave, Ftc, At Closing. Seller

will (a) pay all accrued sick leave, vacation pay and pension or retirement benefits as required under applicable
law and any Employment Contract including any collective bargaining agreement. and (b) fulfill any and all

bargaining obligations of Seller with any labor organizations.

5.1.8 Seller's Payahles. Seller shall pay. in the ordinary course
of business. Seller's Payables. '

519 Ohtaining Ground Lessor Fstoppel. Seller shall use its

reasonable efforts (at no cost or expense [0 Seller) to obeain the Ground Lessor Estoppel.

5.1.10 Electrical Work. Buyer acknowledges that Seller is
currently undertaking certain electrical distribution work (the "Electrical Work"). To the extent thar such
Electrical Work is not completed by Closing, the Buyer shall receive a credit at Closing representing the cost
of the uncompleted Electrical Work (the "Electrical Work Credit”). which credit shall be in full satisfaction
of Seller's oblizations 10 Buyer regarding the Electrical Work. It is agreed that the current estimate of the
amount needed to complete the Electrical Work as of the date hereof is § 108,000,

5.1.11 Finangial Audit. For a period of sixty (60) days after
closing. upon Buyer's request. Seller shall. ar no cost or expense to Seller, make available to Buyer all
financial information for the Hotel for the three most recent fiscal years for the purpose of an audit to be
performied by KPMG Peat Marwick LLP ("KPMG") in accordance with Rule 3.05 of Regulation §-X of the
Securities and Exchange Commission Rules and Regulations. Such financial information will be made
available to Buyer and KPMG at reasonable times and in a location mutually agreeable o Buyer and Seller
and will include, but not be limited to, the following information pertaining to the Hotel: general ledgers, city
ledgers. guest ledgers. financial staternents and management letters, policies and procedures manuals. room
confracts. labor conuacts. loan agreements, compensation agreements and any other agreements. invoices for
all expenditures made. sales and marketing plans. fixed assets registers. budgets and variance explanations.
personnel files: payroll registers. bank statements. bank account reconcillations. check registers (including the
period following the most recent fiscal year) and descriptions of benefit plans, related party transaciions.
insurance coverage. litigation. vacation accruals and taxes paid. [n addition. in conjunction with such audit,
Seller will provide 1o KPMG a letter substantially in the form of Exhihit "Q" awached hereto.
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5.2 Buyer's Cavenants. -From the date of this Agreemenr through and

inctuding the Closing Date (and. to the eXtent such covenants cannor reasonably be pertormcd prior to the
Closing. after the Closing Date). Buyer covenants and agrees thar :

5.2.1 LmM_L;gggggA Buyer shall diligently pursue the issuance
at Closing of a temporary liquor license for the Hotel.

5.2.2 Removal of Property. Prior to Closing. Seller shall have
the right to remove from the Property (including. without limitation, the gift shop) the Excluded Persona!
Property. As soon as practicable after Closing (but in no event later than thirty (30) days) Seller shall cover
or remove all signs. labels and personal properry that contain the name “Princess” or any derivative thereof,
and/or the Princess mark, and Buyer shall cooperate with Seller (including. without limitation. by providing
Seller with reasonabie access to the Property) in doing the samie. The provisions of this Section 5,2.2 shall

survive the Closing.

§.2.3

5.2.4 » , POV ]
At Closing, Buyer shall assume all obligations of Seller relaung 1] the Marina Construcuon the Renovanou
Work and the Electrical Work. including, without limitarion, any construction. archirects and/or congulting
contracts entered into by Seller relating thereto and all permit fees and license obligations relating thereto.

5.2.5 Ascess to Books and Records. From and after the Closing.

Buyer shall allow Seller reasonable access upon three (3) days prior writen notice to the books and records

relating to Seller's operation of the Hotel in order to allow Seller 1o prepare its final sales. occupancy and
employee withholding tax returns. In addition to the foregoing. for a period of ninery (90) days after the
Closing. Buyer shall allow Seller’s designated representafive(s) to occupy without charge a secure room or
office at the Hotel (which room or office will contain a desk or table and telephone) for the purpose of winding

up the affairs of Seller relating to Seller's operation of the Hotel,

5.2.6 Assumption of Service Coptracts. Within five (5) days
after the date of this Agreement. Buyer shall notify Seller in writing of which Service Contracts, if any. it
intends to assume ar Closing. Buyer’s failure to so notify Seller shall be conclusively deemed to be Buyer's
election 10 assume all Service Contracts. Nowwithstanding the foregoing. Buyer shall assume all Service
Conrracts which (a) cannot be terminated upon thircy days' or less notice or (b) cannot be terminated without
penalty. Seller shall cause all Service Contracts which Buyer has elected not to assume in accordance with
this Section (other than those Service Contracts described in the immediately preceding sentence) to be
terminated as of the Closing; provided, however. that in the evert such Service Contracts cannot be terminated
at Closing. then the amouis due thereunder shall be prorated as of the Closing.

6. TITLE TO REAL PROPERTY. At Closing. title to the Real Property will be

conveyed to Buyer by Seller by the Assignment of Ground Lease. subject only to the matters contained in the
Pro Forma Tidle Policy and the Permitted Exceptions.

DATE.

7.1 Buyer's Conditions. Buyer shall not be required to close the transaction
provided for under this Agreement. unless and until Buyer deems that each and every one of the following

conditions has been fulfilled:
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7.1.1 ! enta a1, 4
Seller shall have duly and timely performed each and every covenant 0 ) be performed by Seller under EhlS
Agreement prior to the Closing Date and the representations and warranli¢s set forth in this Agreement shall

be true and correct as of the Closing in all material respects.

7.1.2 Selier's Deliverjes. Seller shall have duly and timely
delivered to Buyer all of the items described in Section 3.2 of this Agreement.

7.1.3 Title Insurance. The Title Company will have issued or
have unconditionally and irrevocably committed to issue the Tide Policy to Buyer. subjecr only to the

Permitted Exceptions.

7.1.4 Exhibits and Schedules. On the Closing Date. Seller shall
have updated each of the Exhibits and Schedules antached hereto, so that, the same are true and accurace as
of the Closing Date. and there shall have been o marerial adverse change in the information contained in the
Schedules delivered at Closing from those attached o this Agreement which have not been approved {such

approval not ta be unreasonably withheld) or deemed approved by Buyer.

718 A 2 nel. The Ciry shall
have (a) approved in writing the assignment of the Ground Lease to Buyer (b) executed and delivered to the '
Escrow Holder the Assignment of Ground Lease and (c) executed and delivered to the Escrow Holder the
Ground Lessor Estoppel.

7 1 6 anageme ey
Seller shall have terminated (a) any and all manacement agreements affectmg the Pnoperty in effect prior to
the Closing. (b) that certain Agreemenu dated January 29. 1988 between Princess Cruises Resorts and Hotels,
Inc. ("Princess") and Parkway Investments/California. Inc.. and (c) that certain Memorandum Agreement
dated January 29. 1988 berween Princess and San Diego Princess Management Corporation.

7.2 Seller's Conditiong. Seller shall not be required to close the transaction provided
for under this Agreement. unless and until Seller deems that each and every one of the following conditions

has been fulfilled:

7.2.1 Representations, Warranties and Covenants of Buyer. Buyer shall
have duly and timely performed each and every covenant (o be performed by Buyer under this Agreement
prior to the Closing Date and the representations and war ranties set forth in this Agreement shall be tru¢ and

correct as of the Closing in all respects.

7.2.2 Approval of City. The City shall have approved in writing the
assignment of the Ground Lease to Buyer and the release of Seller from all further obligations and liabilities

with respect thereto. and shall have executed and delivered to the Escrow Holder the Assignment of Ground
Lease. .

7.2.3 Buyer's Deliverfes. Buyer shall have duly and timely delivered to Seller
all of the items described in Section 3.3 of this Agreement.

8. INTENTIONALLY OMITTED
9. PRORATIONS AND ADJUSTMENTS. The following prorations and adjustments

shall be made as of the Transfer Time:
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9,1 Ioventory. Buver is acquiring all of the inventory as of the Transter
Time. and there shall be no adjustment or proration therefor.
9.2 Room Revenues: Other Revenues. Buyer shall be enddled to all Other

Revenues from and after the Transfer Time. and Seller shall pay 1o Buyer on the Closing Date an amount
equal to the sum of the following items: (i) one-half {1/2) of the Room Revenues for the night immediately
preceding the Closing Date. (ii) the value of any complimentary rooms (based upon the “rack” rate for each
room). and any complimentary food or beverages (based upon the advertised rate for each food and bheverage)
provided by Seller w0 officers, directors or shareholder of the partners of Seller for periods after the Transfer
Time. (iii) all prepaid deposits under the Reservation Agreements and Deposits made (o Seller for dates after
the Transfer Time. (iv) the value of any gift certificates for which Seller has been paid in cash and which have
not been redeemed as of the Closing. and (v) any other amounts received by Seller for the provision of rooms.
goods, facilities or services after the Transfer Time.

9.3 Utflities. Prior to the Closing Date. Seller shall notify all udility
companies servicing the Property of the anticipated change in ownership of the Property and request that all
billings after the Transfer Time be made o Buyer ar the Hotel address. Utility meters will be read. to the
extent that the utility company will do so. during the daylight hours on the Closing Date. with charges 10 that
time paid by Seller and charges thereafter paid by Buyer. Charges for utilities which are unmetered. or
charges for the meters which have not been read on the Closing Date, will be prorared between Buyer and
Seller as of the Transfer Time based upon utility billings for the prior month with an adjustment between the
parties being made after Closing. and payment for such shall be made within seven (7) days from the date of
any request for the same. All utility deposits made by Seller shall be assigned to Buyer, and Seller shall

receive a credit at Closing for such amounts.

9.4 Leases. Buyer shall have the right to collect any delinquent rentals
payable by tenans under the Leases. Delinquent rentals shall be applied first to current rents due. and Buyer
shall pay to Sefler any remaining amounts as and when received, Seller shall pay to Buyer on the Closing Date
the amount of any prepaid rents made to Seller with respect to periods after the Closing Date. security deposits
or other deposits under any of the Leases.

9.5 Ground Leace Rental Payments. Rent and all other payments due under

the Ground Lease shall. to the extent possible, be prorated as of the Closing Date. Seller shalt receive a credit
at Closing equal to the amount of the security deposit. if any, paid by Seller under the Ground Lease.

) 9.6 Capital 1 eases. Amounts due under all Capital Leases shall be prorated
as of the Closing Date. '

9.7 Reservations. Buyer will honor, for its account. all Reservation
Agreements and Deposits for dates after the Closing Date hat are (a) made by Seller in accordance with the
provisions of this Agreement or (b) approved by Buyer. Buyer authorizes Seller to continue to accept
reservations for guest rooms. meeting rooms. restaurant and banguer facilities for periods after the Closing
Date provided the terms and conditions of which are at current fair market value and are in the ordinary course
of Seller's business. and Buyer agrees {0 honor all such reservations in accordance with their terms. Buyer
further acknowledges thar it is Seller's practice to offer guest rooms at the Property to employees of Seller at
reduced raom rates. and. provided the same are booked in a manner that is consistent with Seller’s practice.
Buver agrees (o honor all room reservations and rates which are booked and used by such employees prior

to May 31. 1998,
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9.8 Agcounts Pavable and Fxpenses. All accounts payable and expenses

related to operations of the Property which have accrued before the Transfer Time shail be paid by Seller.
All accounts payable and expenses arising after the Transfer Time or which are incurred by or at the direction
of Buver outside of this Agreement shall be paid by Buyer. In addirtion. Seller shall be responsible for paying

the Seller's Payables.

9.9 Taxes. Seller shall pay general real estatc and ad valorem personal
property taxes and assessments for all periods prior to the Transfer Time and all special taxes or assessments,
becoming 2 lien against the Property and relating to the period prior to the Transfer Time. and any such taxes
for the period in which the Closing Dares falls shall be prorated as of the Closing Date.

9.10 Service Contracts. All amounts due under Service Contract which are

not terminated as of the Closing shall be prorated as of the Closing Date.

9.11 : ary Staternent : ang
Buyer shall cooperate with each other in examining the books and records of the Hotel as necessary (o make
the adjustments and prorations required under this Section 9. or under any other provision of this Agreement.
Based upon such examination, Buyer and Seller will jointly prepare, no later than two (2) business days prior
10 the Closing. a preliminary closing statement (the "Preliminary Statement”). The Preliminary Statement
shall contain the parties' best estimate of the amouns of the items 10 be prorated and adjusted pursuant to this
Agrecment. the allocation thereof between the parties and the basis for such allocation. The amounts set forth

on the Preliminary Statement shall be adjusted as of the Transfer Time.

9.12 Final Adiustments. If any supplemenral billing is issued or new
information learmed with respect to any of the foregoing prorations or credits. the same shall be adjusted and

prorated berween Seller and Buyer as soon as reasonably possible after the Closing. In any event. to the fullest
extent possible Seller and Buyer shal} jointly prepare a final schedule of adjusiments (the "Final Statement”)
within sixty (60) days after Closing and either party owing the other a sum of money shall pay such sum within
ten (10) days after such Final Statemen is prepared. Notwithstanding the foregoing. any real property.
personal property or other taxes assessed against any portion of the Property shall be subject to a final
adjusment between the parties on or before one hundred and eighty (180) days after the Closing. and either
party owing the other a sum of money shall pay such sum within ren (10} days after such final adjustment.
if any dispute arises becween Buyer and Seltler in connection with such Final Statement or final adjustment for
taxes, the parties shall diligently and in good faith attempt to resclve any such dispute. If such dispute is not
resolved within forty-five (45) days after the date such dispute arose. then the parties shall submit such dispute
10 an independent accountant reasonably acceptable to the parties. and the determination of such independent

. accountant shall be conclusive. The fees and expenses of such independent accountait shall be paid equally

by Buyer and Seller. The provisions of this Section 9.11 shall survive the Closing.

9.13 Method of Proration. All prorations will be made as of the Closing Date
based on a 365-day year.

9,14 Ascrued Vacation and Sick Pay. Seller shall pay any accrued vacation

and sick pay owing to employees of the Hotel as of the Closing Date.

9.15 Accounts Receivable. Buyer shall not acquire the Accounts Receivable
from Seller. and there shall be no adjustments or prorations therefor: provided, however. that Buyer shall use
reasonable efforts (excluding litigation) to collect on behalf of Seller all Accounts Receivable outstanding as
of the Closing. and shall remit all amounts collected therefor to Seller upon Buyer's receipt of same. Sellers
shall have tha right, upon reasonable advance notics. © examine Buyer's books and records after the Closing
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10 verify the staws if the collection of such accourus. The provisions of this Seetion 9,12 shall survive the
Closing.

10. COSTS AND EXPENSFS. The closing costs shall be allocared as follows:

10.1 Seller. Seller shall pay all premiums for the standard coverage (¢.g.
CLTA Coverage) of the Title Policy (not to exceed $0.43 per thousand dollars of insurance). Seller’s share
of prorations. all state and county transfer taxes. all general excise and occupancy taxes. any other tax or
assessment imposed as a result of the transactions contemplated under this Agreement (other than sales taxes
on the wansfer of the Personal Properry, which shall be the responsibility of Buyer). and any document
recording charges and notary fees. including. without limitation. any recording fees and norary charges wih

respect to the Assignment of Ground Lease.

10.2 Buyer. Buyer shall pay all premiums for the Title Policy except for the
CLTA portion of the Title Policy. the cost of the Survey. and Buyer's share of prorations as provided in this
Agreemen:. [n addition. Buyer shall pay. at Closing. all sales taxes due as a result of the transfer of the
Personal Property to Buyer. Further, Buyer shall pay to Seller (i.e. Seller shall receive a credit at Closing)
in an amounr equal to $16,500. which amount represents the cost of an appraisal of the Property performed
by Lipman. Stevens. Marshall & Thene Incorporated in connection with the Ciry's approval of the Ground

Lessor Estoppel.

10.3 Liguor License. Buyer shall pay ail costs associared with the transfer
of the Liquor Licenses to Buyer. including. withour limitation, any escrow fees and charges

10.4- Assienment Fee. Seller shall pay the Assignment Fee,
10.5 Other Clasing Costs. Except as provided in Sections 8.1.2, 12, 14 and

16.20. Buyer and Seller will cach pay their own legal and professional fees and fees of other consultanrs
incurred by Buyer and Seller, respectively. All other closing costs and expenses will be allocated between
Buyer and Seller in accordance with the customary practice in the county in which the Property is located.

11. CLOSING AND POSSESSION.

11.1 Delivery of Possegsjon. Simultaneously with the delivery of the fully
executed Transfer Documents. Seller shall deliver possession and enjoyment of the Property to Buyer and
Buyer shall thereupon have the immediate right 1o possess, develop. use, sell. encumber and/or transfer the
Property. ¢r any part thereof for its own account fo che total exclusion of Seller. and subject to the provisions

of the Ground Lease. the Leases and the Permitted Exceptions.

12. GENERAXL INDEMNIFICATION.

12.1 By Seller. Subject to Section 4,6 and the procedures set forth in Section
12.1.1 below, Seller will defend. indemnify and hoid the Buyer and each of its respective officers. directors.
agents. shareholders. representatives, employees. atiorneys, affiliates. beneficiaries. subsidiaries, successors
and assigns (collectively, the "Buyer Indemnitees”) harmless from and against any and all claims. demands.
liabilities. liens. costs. expenses. penalties, damages and losses (including. but not limited to. reasonable

avorneys' fees and costs) which accrue in or relate to the period prior to the Closing Date and which (a) are
based in tort, or (b) relate to the employment of a Hotel employee. or () relate to the obligations of 3elieF as

tenant under the Ground Lease.
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following provisions shall be applicable to the indemnification obligations of Seller set forth in Segtion 12.1.

12.1.1.1  Notice of Claims. Buver shall deliver notice
(the "Indemnification Notice™) to Seller of the assertion of any claim. or the commencement of any suir. action
or proceeding by any parry for which indemnification is sought hereunder as soon as reasonably possible after
Buyer receives notice thereof. but in no event later than ten (10 days in the event Buyer is served with notice
of any suit, action or proceeding, and in no event later than thirty (30) days for all other matters. In the
Indemnification Notice, Buyer shall (a) specify with reasonable particularity the basis for seeking indemnity
and (b) provide Seller with such information with respect to the claim. suit, action or proceeding as may be
known to Buyer at the time (and shall continue to provide Seller with any additional information as and when
the same becomes known to Buyer). Buyer's failure to timely deliver the Indemnification Notice (and to
provide such additional information as provided herein) pursuant to this Section shall relieve Seller of its
indemnificarion obligation with respect o such claims. suit, action or proceeding.

12.1.1.2 Assumption of Defense. Seller shall have the
right, in its sole and absolute discretion. to elect. upon written given 10 Buyer within fifteen (15) days after
Seller's receipr of the Indemnification Notice. 1o investigate and/or defend such claim. suit. action or
proceeding with counsel selected by Seller; provided that Seller shall thereafter consult with Buyer upon
Buyer's reasonable request for such consultarion from time (o time with respect to such claim. suit, action or
proceeding. If Seller assumes the defense, Buyer shall have the right (but not the duty) fo participate in the
defense thereof and to employ (at Buyer's sole cost and expense) counsel separate from the counsel employed
by Seller. but Seller shall nonetheless have control over the defense. If Seller elects not to undertake the
investigation and/cr defense of such claim, suit, action or proceeding, Buyer shall defend such claim. suit,
action or proceeding with counsel selected by Buyer and reasonably approved by Seiler. Buyer shall thereafter
consult with Seller and keep Seller informed with respect to such claim. suir. action of proceeding. If Seller
elects to cause Buyer 1o agsume the defense. the Seller shall have the right (but not the duty) to participate in
the defense thereof and to employ (at Seller's sole cost and expense) counsel separate from the counsel
employed by Buyer. Whether or not Seller elects o defend any such claim. suit. action or proceeding. Buyer
and Seller shall cooperate in the defense thereof, :

12.1.1.3  Buyer's Actfops. Subject to Seiler's right to
control the investigation and defense of any claim. suit. action or proceeding pursuant to Section 12.1.1.2,
Buyer shall take all commercially reasonable actions necessary or advisable to mitigate the amount of damages
suffered by Buyer or any third party claiming against Buyer in connection with such claim. suit. action or
proceeding. Any failure by Buyer to take such action. of any action which Buyer undertakes pursuant o this
Section but which Buyer performs in a negligent manner. shall relieve Seller of its indeminification obligation

with respect (0 such claims. suit. action or proceeding.

12.1.1.4 nent or Compromise. Seller may secle
or compromise any claim. suit, action or proceeding without the approval of Buyer, provided that the
semlement or compromise includes a release of Buyer from the claims asserted, and if Buyer fails to cooperate
in the consummation of such seulement or compromise. Seller shall be relieved of its indemnification
obligation with respect to the claims. suit. action or proceeding proposed to be so settled or compromised. If
Buyer seales or compromises any claim, suit, action or proceeding for which indemnification has been sought
withour the prior approval of Seller. which approval may be granted or withheld in Seller's sole and absolute
discretion. then unless Seller has elected to provide the defense and has failed to do so. Seller shall be relieved
of its indemnification obligations with respect to such claim, sult, acton or pruceeding.
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12.2 By Buyer. Buyer will defend. indemnify and hold Seller and its officers.

directors. agents. shareholders. representatives. employees, atorneys, affiliates. beneficiaries. subsidiaries.
successors and assigns (collectively. the “Seller Indemnitees”) harmless from and against any and all claims,
demands. liabilities. liens. costs. expenses. penalties. damages and losses (including. but not limited to.
amorneys’ fees and costs) of every kind and narure incurred or accrued from and after the Closing Date with
respect to the Property, whether arising from acts or omissions of Buyer. its agents or employees or atherwise:

The indemnifications contained in this Sectian 12 shall survive the Closing for a period of
twelve (12) months.
13, BEMEDIES:

13.1 Buyer's Remedies Generally. IN THE EVENT THAT SELLER SHALL
FAIL TO CONSUMMATE THIS AGREEMENT FOR ANY REASON OTHER THAN BUYER'S
DEFAULT OR A TERMINATION OF THIS AGREEMENT BY BUYER OR SELLER PURSUANT TO
A RIGHT TO DO SO UNDER THE PROVISIONS HEREOF, BUYER SHALL HAVE THE FOLLOWING
REMEDIES, WHICH SHALL BE BUYER'S SOLE AND EXCLUSIVE REMEDIES BASED UPON A
DEFAULT BY SELLER. SUCH REMEDIES SHALL NOT BE CUMULATIVE. MEANING BUYER
MAY EXERCISE ONE (1) BUT NOT BOTH OF SUCH REMEDIES. BUYER SHALL DELIVER TO
SELLER AND ESCROW HOLDER NOTICE OF ITS ELECTION OF REMEDIES WITHIN FIVE (5)
BUSINESS DAYS AFTER BUYER HAS NOTICE OF SELLER'S DEFAULT. THE SOLE REMEDIES

AVAILABLE TO BUYER ARE AS FOLLOWS:

13.1.1 BUYER MAY TERMINATE THIS AGREEMENT, IN |
WHICH CASE SELLER SHALL IMMEDIATELY RETURN THE DEPOSIT. TOGETHER WITH ANY
INTEREST EARNED THEREON. TO BUYER. UPON EXECUTION OF CANCELLATION
INSTRUCTIONS BY BUYER, AND SELLER SHALL PAY ANY ESCROW CANCELLATION CHARGES

OR

-

13.1.2 BUYER MAY BRING AN ACTION FOR SPECIFIC
PERFORMANCE AGAINST SELLER TO COMPEL THE DELIVERY OF THE TRANSFER
DOCUMENTS TO BUYER (IN WHICH CASE BUYER SHALL BE DEEMED TO HAVE ACCEPTED
THE TRANSFER SUBJECT TO ALL MATTERS OF RECORD AFFECTING THE LAND). BUT ONLY
UNDER THE FOLLOWING CONDITIONS AND CIRCUMSTANCES:

13.1.2.1 BUYER SHALL HAVE FULLY

PERFORMED ALL OBLIGATIONS OF BUYER UNDER THIS AGREEMENT, EXCEPT THAT WITH
RESPECT TO DEPOSITING THE BALANCE OF THE PURCHASE PRICE, BUYER SHALL HAVE
EVIDENCED TO SELLER'S REASONABLE SATISFACTION THAT BUYER IS READY. WILLING
AND ABLE TO TIMELY DEPOSIT SAID FUNDS IN ESCROW AT THE TIME REQUIRED BY THIS

AGREEMENT.

13.1.2.2  THE ACTION SHALL BE COMMENCED,
AND SERVICE OF PROCESS UPON SELLER MADE., NOT LATER THAN THlRTY (30) DAYS AFTER
BUYER HAS NOTICE OF SELLER'S DEFAULT. AND

13.1.2.3  ALL OF THE ISSUES IN SUCH ACTION.
WHETHER OF FACT OR LAW, SHALL BE HEARD BY A REFERENCE PROCEEDING PURSUANT
TC CALIFORNIA CODE OF CIVIL PROCEDURE, SECTION 638, ET. SEQ. WITHIN TEN (10) DAYS
FOLLOWING THE COMMENCEMENT OF ANY SUCH ACTION. THE PARTIES SHALL MAKE
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APPLICATION TO THE COURT IN WHICH THE ACTION 1S PENDING FOR THE APPOINTMENT
OF A RETIRED SUPERIOR COURT JUDGE OR COURT OF APPEAL JUSTICE FROM THE THEN
CURRENT LIST OF RETIRED JUDGES AVAILABLE TO SERVE AS REFEREES IN THE COUNTY
IN WHICH SUCH ACTION IS COMMENCED TO SERVE AS THE REFEREE, THE REFEREE
CHOSEN SHALL BE DEEMED QUALIFIED ONLY IF HE 1S WILLING TO AGREE TO HEAR THE
SUBJECT ACTION WITHIN TWENTY (20) DAYS FOLLOWING THE DATE OF APPLICATION TO
THE COURT, TO HEAR THE SUBJECT ACTION ON CONSECUTIVE DAYS AND TO RENDER A
DECISION WITHIN A FURTHER FIFTEEN (15) DAY PERIOD. THE PARTIES SHALL ADVANCE,
IN EQUAL SHARES. THE FEES AND EXPENSES OF THE REFEREE SELECTED PURSUANT TO
TIES PROVISION. BUT THE LOSING PARTY IN ANY SUCH ACTION SHALL REIMBURSE THE
PREVAILING PARTY FOR ANY AND ALL FEES AND EXPENSES PREVIOUSLY ADVANCED BY

SUCH PREVAILING PARTY FOR THE REFEREE.

ALTERNATIVELY, BUYER MAY ELECT TO WAIVE SUCH BREACH. IN WHICH
EVENT THE PARTIES SHALL PROCEED TO CLOSING AS PROVIDED IN THIS AGREEMENT.
WITHOUT ANY ADJUSTMENT IN THE PURCHASE PRICE FOR SUCH BREACH.

132

Notwithstanding anything contained in Mgn_].}_ to the comrary. if Buyer dzs:overs after the Closmz tha(
one or more of the representations and warranties of Seller contained in this Agreement was not rrue and

correct in all material respects as of the Closing. and such inaccuracy was not known 1o or reasonably
discoverable by Buyer prior to Closing, Buyer may bring an action against Seller for damages proximarely
caused by such inaccuracy: provided. however, that such action shall be initiated, if at all. within one (1} year
after the Closing Date. Notwithstanding anything contained in this Section 13.2 to the contrary. in no event
shall Sellers liabiliry under this Section exceed Three Million Five Hundred Thousand Dollars ($3.500.000).

13.3 Seller's Remedies. |F BUYER SHOULD FAIL TO CONSUMMATE
THIS AGREEMENT AS A RESULT OF BUYER'S DEFAULT UNDER THE TERMS OF THIS
AGREEMENT. THEN SELLER, AS ITS SOLE AND EXCLUSIVE REMEDY, MAY TERMINATE THIS
AGREEMENT BY NOTIFYING BUYER THEREOF AND RECEIVE OR RETAIN THE DEPOSIT AS
LIQUIDATED DAMAGES. THE PARTIES AGREE THAT SELLER WILL SUFFER DAMAGES IN THE
EVENT OF BUYER'S DEFAULT ON ITS OBLIGATIONS. ALTHOUGH THE AMOUNT OF SUCH
DAMAGES IS DIFFICULT OR IMPOSSIBLE TO DETERMINE. THE PARTIES AGREE THAT THE
AMOUNT OF THE DEPOSIT IS A REASONABLE ESTIMATE OF SELLER'S LOSS IN THE EVENT
OF BUYER'S DEFAULT. THUS. SELLER SHALL ACCEPT AND RETAIN THE DEPOSIT AS
LIQUIDATED DAMAGES BUT NOT AS A PENALTY. SUCH LIQUIDATED DAMAGES SHALL
CONSTITUTE SELLER'S SOLE AND EXCLUSIVE REMEDY.
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SELLER AND BUYER ACKNOWLEDGE THAT THEY HAVE READ AND
UNDERSTAND THE PROVISIONS OF THE FOREGOING PROVISION AND BY THEIR SIGNATURES
IMMEDIATELY BELOW AGREE TO BE BOUND BY [TS TERMS.

"BUYER” "SELLER"

LHO MISSION BAY HOTEL. L.P.. a California VVH RESORTS. LTD.. a Delaware limited

limited partnership partnership
By: LASALLE HOTEL OPERATING By: SAN DIEGO PRINCESS
PARTNERSHIP. L.P.. a Delaware limited MANAGE ENT CORPORAT]ON

partnership [ts:
Its:  General Parmer

By: - LASALLE HOTEL
PROPERTIES. a Maryland trust

[ts: Genera) Partner

By:
Name:
Its:

By:
Name:
Its:

14, HOTEL EMPLOYEES: On or before the Closing Date. Seller shall terminate the services
of the Hotel employees. Buyer shall rehire a sufficient number of such employees upon such terms and
conditions (including. without limitation. pension benefits and COBRA plans) in order that the actions of the
parties pursuant to this Agreement will not trigger the application of the WARN Act. Buyer further agrees
that it shall nor terminate any such employees without cause for at least ninety (90) days following the Closing.
Buyer shall indemnify. defend and hold Seller and the Seller Indemnitees harmless from and against any and
all liability incurred by Seller under the WARN Act. as a consequence of Buyer's breach of its obligations

under this Section 14. The provisions of this Section 14 shail survive the Closing.

15. NOTICE. All notices. requests, demands or documents which are required or pefmiued o
be given or served hereunder shall be in writing and (a) delivered personally. (b) delivered by a national
overnight courier (e.g.. FedEx). or (¢) ransmitted by facsimile. addressed as follows:

EAS TADUCHIII1634 9 $8043 U001 01098 -24-
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SELLER AND BUYER ACKNOWLEDGE THAT THEY HAVE READ AND
UNDERSTAND THE PROVISIONS OF THE FOREGOING PROVISION AND BY THEIR SIGNATURES
IMMEDIATELY BELOW AGREE TO BE BOUND BY ITS TERMS. _

“BUYER" "SELLER"

[LHO MISSION BAY HOTEL, L.P_.. a California VVH RESORTS, LTD.. a Delaware limited

limited partnership partnership
By: LASALLE HOTEL OPERATING By: SAN DIEGO PRINCESS
PARTNERSHIP, L.P., a Delaware limited MANAGEMENT CORPORATION
partnership Its:  Sole General Parmer
Its:  General Parter
By:
By: - LASALLE HOTEL Name:
PROPERTIES. a Maryland trust “lts:

[ts: General Papgner
ByM

14. HOTEL EMPLQYEES: On or before the Closing Date. Seller shall terminate the services
of the Hotel employees. Buyer shall rehire a sufficient number of such employees upon such terms and
conditions (ncluding. without limitation, pension benefits and COBRA plans) in arder chat the actions of the
parties pursuant to this Agreement will not trigger the application of the WARN Act. Buyer further agrees
that it shall not terminate any such employees without cause for at least ninety (90) days following the Closing.
Buyer shall indemnify, defend and hold Setler and the Seller [ndemnitees harmless from and against any and
all liability incurred by Seller under the WARN Act. as a consequence of Buyer's breach of its obligations

under this Section 14. The provisions of this Sectian 14 shall survive the Closing.

15. NOTICE. All notices, requests. demands or documents which are required or permitted to
be given or served hereunder shall be in writing and (a) delivered personally. (b) delivered by a natrional
overnight courier (e.g.. FedEx), or (c) transmitted by facsimile. addressed as follows:

LEAS LADOCNZII1634 § YER4Z OUUY U3 100 -24 -



LR EL IR Y BRi'li‘"N L WOOD LLP i ek ’gé 52+ mae

To Seller.at:

Parkway lnvestment

55 Waugh Drive, Suite 1111
Houston. Texas 77007

Atn: John C. Kinsella, Esq.
Facsimile: (713) 864-8887

with a ¢opy 10!

Jeffer. Mangels. Butler & Marmaro LLP
2121 Avenue of the Stars, 10th Floor
Los Angeles, California 90067

Aun: James R. Butler, Jr.

Facsimile: (310) 203-0567

with a copy t0:

" Horel Partners. Inc.
1401 Dove Sireer. Suite 350
Newport Beach. California 92660
Amm: Mr. Russell D. Urban
Facsimile: (714) 353-0606

To Buyer at;

LHO MISSION BAY HOTEL, L.P

c/o LaSalle Hotel Operating Partnership. L.P.
LaSalle Partners Limited

220 East 42nd Street

New York, New York 10017

Attn: Mr. Michael Barnello

Facsimile: (212) 687-8170

with 2 copy to:

Brown & Wood LLP

One World Trade Center

New York. New York 10048-0557
Attn: Hedwig O'Hara. Esq.
Facsimile: (212) 839-5599

Norice shall be deemed to have been delivered only upon actual delivery to the intended addressee in the case
of eicher personal, courier. or facsimile delivery. The addresses for purposes of this paragraph may be
changed by giving wrixen notice of such change in the manner provided herein for giving notices. Uniess and
until such written notice is delivered. the latest information stated by written notice, or provided herein if no

.written notice of change has been delivered. shall be deemed to continue in effect for all purposes hereunder.
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16.  MISCELLANEOUS:

16.1 Survival. The recitals set forth at the beginning of this Agreement are
deemed incorporated herein, and the parties to this Agreement warram and represent that rhe_y do not omit o
state any material fact necessary 1o make the saements or Exhibits. as the case may be, materially misleading.
The representations. warranties, covenants. acknowledgments. agreemenis and indemnities contained in this
Agreement and the Exhibits. or in any of the documents or agreements executed and/or delilvered and/or
exchanged pursuant to the terms of this Agreement. shall survive the Closing Date for the periods provided
in this Agreement (or. if no period is provided. indefinitely) and shall not be deemed to have merged or

terminated upon the Closing Date.

16.2 Parties in Interest. As and when used herein, the terms. “Seller” aund.
subject to Section 16,14 below. "Buyer”, mean and include, and this Agreement their respective successor
and assigns and shall be binding upon and inure to the benefit of, the above-named Seller and Buyer and their

respective successors and permitted assigns.

16.3 Section Headines. The headings of sections are inserted only for
convenience and shall in no way define. describe or limit the scope or intent of any provision of this

Agreement.

16.4 No_Oral Moadifications. This Agreement may not be amended or

modified except in writing executed by all parties hereto.

16.5 Full Integration. Buyer and Seller each acknowledge thac, other than
that cerain letter understanding dated as of May 15. 1998 between Buyer and Seller. there are no other agree-
ments or representations, either oral or written. express or implied. that are not embodied in this Agreement,
and this Agreement. the Exhibits atached to this Agreement. and the Transfer Documents. represent a
complete integration of all the prior and contemporaneous agreemteius and underscandings and docunients.

16.6 Rinding Effect. This Agreement shall be binding upoxi and inure to the
benefit of the parties hereto. and their respective successors and assigns. and no other party shall be a
beneficiary hereunder. )

16.7 Buyer's Advice of Counsel. Buyer acknowledges that (a) Seller has not

made any representation as to the Federal or State tax implicarions relating to the transactions contemplaced
herein. (b) Buyer has thoroughly read and reviewed the terms and provisions of this Agreement and the
Exhibits attached hereto and is familiar with the terms of this Agresment, (c) the terms and provisions
comtained in this Agreemem are clearly understood by Buyer and have been fully and unconditionally
consented (o by it. (d) Buyer has had full benefit and advice of counsel of .its own selection. in regard to
understanding the terms. meaning and effect of this Agreement, (e) the execution of this Agreement and of
the Transfer Documents is done fréely, voluntarily, with full knowledge. and without duress. (f) in executing
this Agreement. Buyer is relying on no other representations. either written or oral. express or implied. made
1o it by any other party to this Agreement. and the consideration received by it under this Agreement has been
actual and adequate. '

_ 16.8 Artorneys' Fees. [f an action is commenced by a party hereto resulting
from a dispute with respect (o the (ransactions contemplated herein. the prevailing party shall be entitled 10
recover its reasonable attorneys' fees and costs from the other party in such action. As used herein. the term
“auorneys' fees” means atorneys' fees whether or not litigarion ensues and if litigation ensues whether
incurred at rial. on appeal. on discretionary review or otherwise. :
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16.9 Governing Law. This Agreement will be governed by. interpreted under.

and construed and enforced in accordance with the laws of the State of California with venue in the ciry and
County of San Diego, California. Each of the parties hereto acknowledge and agree that the laws of the State
of California and the selection of venue in the city and County of San Diego were freely chosen by Buyer and

Seller.

16.10 Confidentiality. Unless otherwise agreed (o in writing by Seller and
Buyer:

16.10.1 Each party will use reasonable efforts to keep confidential

the specific economic terms of this Agreement.

16,10.2 Prior to the Closing. and except as required by applicable
securities laws. Buyer will not; disclose to any person other than persons who agree to be bound by this
confidentiality covenant, and are acting as its advisors. lenders or proposed assignees. any information
concerning financial data perwining to the Hotel which may be delivered by Seller or its agents to Buyer.
including but not limited to. the Hotel's average daily rate. average occupancy rate, management and all tees
and expenses. provided this restriction shall not apply after the Closing Date and does not apply to information
which is or becomes generally available to the public other than as a resulc of a disclosure by the Buyer (or
persons to whom it makes disclosure of such information). or becomes available to the Buyer on 2
nonconfidential basis from a source other than the Seller, and the source is not under an obligation of
confidentiality with respect to that information.

16.10.3 Neither Buyer nor Seller shall issue any public
announcement or press release without first giving the other party a reasonable opportwunity © comment on the
timing and terms of the announcement or release.

16.11 Severability. The invalidity. illegality or unenforceability of any
provisien of this Agreement shall not affect the enforceability of any other provision of this Agreement, all
of which shall remain in full force and effect.

16.12 Time of the Essence. Time is of the essence of this Agreement and of

the obligations required hereunder.

16.13 Non-Waiver. No delay or failure by any party to exercise any right‘
hereunder, and no partial or single exercise of any such right, shall constitute a'waiver of that or any other

right. unless otherwise expressly provided herein.
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16.14 Assignment. Buyer may not assign this Agreemem without the prior
wrinen consent of Seller. which consent shall not be unreasonably withheld. Nowwithstanding the foregoing.
Buyer shall have the one-time right to assign this Agreement to an entity which controls. or is controlled by.
or under common control with, Buyer provided that (a) such assignment shall occur concurrently with the
Closing. (b) such assignee assumes each and all of the cbligations of Buyer under this Agreement, and (c) such
assignee will have. ar the time of Closing a net worth of at least $10,000,000. Provided that the conditions
of clauses (a) through (b) above are satisfied. any assignment pursuant to this Section 16,14 shall relieve Buyer
of its obligations under this Agreement as of the date of such Assignment. The provisions of this Section shall

survive the Closing.

16.15 Eacsimile. The parties hereto and their respective successors and assigns
are hereby authorized to rely upon the signatures of each person and entity on this Agreement which are
delivered by facsimile as constituting a duly authorized. irrevocable, actual, current delivery of this Agreement
with original ink signatures of each person and entity.

16.16 Further Assurances. Buyer and Seller agree to execute all documents
and instruments reasonably required in order to consummate the purchase and sale contemplated in this

Agreement.

16.17 Counterparts. This Agreement may be exccuted in any number of
counrerparts and each such counterpart shall be deemed to be an original, but all of which. when taken
together. shall constirute one Agreement.

16.18 1031 Exchange Buyer hereby agrees that, if requested by Seller. and .
provided that Selier delivers writen notice to Buyer at least five (5) days prior to the Closing Date of its
intention to participate in a tax deferred exchange of the Praperry (the "1031 Exchange™). Buyer shall
cooperaie with Seller in effectuating the 1031 Exchange: provided. however. that notwithstanding such an
assignment, Seller's liability to Buyer for a breach of any of Seiler's representations. warranties and
covenants, and Seller's indemnity obligations to Buyer Indemnities shall remain unmodified and in full force
and effect as if Seller had not assigned its interest to a third party accommodator.

16.19 Escrow Holder. In performing its duties hereunder. Escrow Holder shall
not incur any liability to anyone for any damages. losses or expenses. except for its negligence or intentional
misconduct. and it shall accerdingly not incur any such liability with respect (a) to any action taken or omitted
in good faith upon advice of its counsel or (b) to any action taken or omitted in reliance upon any instrument,
including any wrimen notice or instrucrion provided for in this Agreement. not only as to its due execution and
the validity and effectiveness of its provision, but also as to the truth and accuracy of any information contained
therein, that Escrow Holder shall in good faith believe to be genuine. to have been signed or presented by a
proper person.. and to conform to the provisions of this Agreement. Seller and Buyer hereby agree to
indemnify and hold harmless Escrow Holder against any and all losses, claims, damages, liabilities and
expenses. including reasonable costs of investigation and legal fees and disbursements, that may be imposed
upon Escrow Holder or incurred by Escrow Holder in connection with its acceptance or performance of its
duties hereunder. including any litigation arising our of this Agreement or involving the subject matter hereof,

“unless resuiting from Escrow Holder's negligence or intentional misconduct. If any dispute shall arise becween
Seller and Buyer sufficient in che discretion of Escrow Holder to justify its doing so. upon five (5) days prior
written notice © Buyer and Seller. Escrow Holder shall be entitled to tender into the registry or custody of the
clerk of any state court of general jurisdiction located in che county in which the Land is located or the clerk
for the United States District Court, having jurisdiction over the county in which the Land is located. any or
all money. property or documents in its hands refating to this Agreement. together with such pleadings as it
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shall deem appropriate, and thereupon be discharged from all further duties and liabilities under this
Agreement. Seller and Buyer shall bear all costs and expenses of any such legal proceedings equally.

16.20 Brokers. Other than Hotel Partners Incorporated (for whose
commission Seller agrees to be responsible pursuant to the terms and conditions of the Exclusive Sales Listing
Agreement dated May 22, 1997 between Seller and Hotel Partners Incorporated). Buver and Seller each
represeris and warrans to the other that it has dealt with no broker, agent or other person in connection with
his transaction 3nd that no broker, agent or other person brought about this transaction. and Buyer and Seller
shall indemnify, defend. protect and hold the other harmless from and against any claims. losses. liabilities,
demands. costs. cxpenses or causes of action by any other broker, agent or other person claiming a
commissicn or other form of compensation by virtue of having dealt with Seller or Buyer, respectively, with
regard to this mransaction. The provisions of this Section shall survive the Closing or termination of this

Agreement.
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Buyer and Seller have executed this Agresment as of the date wrirten above.

"BUYER". "SELLER"

LHO MISSION BAY HOTEL. L.P.. a California  VVH RESORTS, LTD.. a Delaware limited

limited parinership parmership

By: LASALLE HOTEL OPERATING By: SAN DIEGO PRINCESS
PARTNERSHIP. L.P., a Delaware limiced MANAGEMENT CORPORATION

partnership . Its:
[ts:  General Parmer

By: LASALLE HOTEL PROPERTIES.
a Maryland oust
Its: +General Partner

By:
Name:
[ts:

By:
Name:
Its:

Subject to the provisions of Section 13.2 of the Purchase Agreement. and provided that Buyer has
complied with the provisions of Section 12.1.1 of the Purchase Agreement. the undersigned guaranties the
obligations of Seller pursuant to Sections 4.1 and 12.1 of the Purchase Agreement.

Dated: May ZL 1998

PARKWAY INVESTMENTS/TEXAS. INC..
a Delaware forporati

Escrow Holder acknowledges thaf it has read this Agreement and agrees to be bound by the provisions
thereof.

DATED: May . 1998

EAS 1.ADOCSQI41634 9 50842 0001 0S/1698 -30-
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Buyer and Seller have executed this Agreement as of the date wrirten above.

"BUYER"

LHO MISSION BAY HOTEL., L.P., a California
limited partnership

By: LASALLE HOTEL QOPERATING
PARTNERSHIP, L.P.., a Delaware limited

partnership
Irs:  General Partmer

By: LASALLE HOTEL PROPERTIES.
a Maryland wust
Its:  -General Partner

By:

Name: MiAuel FLZepn U

Its: Clacet Opo LR 0EQu—
M -t

By:
Name:
Its:

"SELLER"

VVH RESORTS. LTD.. a Delaware limited
partnership

By: SAN DIEGO PRINCESS
MANAGEMENT CORPORATION
Its: Sole General Partner

By.
Name:
Its:

Subject o the provisions of Section 13.2 of the Purchase Agreement. and provided that Buyer has
complied with the provisions of Section 12.1.1 of the Purchase Agreement, the undersigned guaranties the
obligations of Seller pursuant to Sections 4.1 and 12.] of the Purchase Agreement.

Dated: May . 1998

PARKWAY INVESTMENTS/TEXAS. INC.,

a Delaware corporation

By:
Name:
lts:

Escrow Holder acknowledges that it has read this Agreement and agrees to be bound by the provisions'

thereof.

DATED: May . 1998
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Exhibit "B"
Exhibit "C"
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Exhibit “E"
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Exhibit "M"
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Assignment of Ground Lease
Assignment of Intangible Property
Assignment of Leases
Assignment of Service Contracts
Bill of Salc '

Capital Leases

Employment Conrracis

Excluded Personal Property
Ground Lessor Estoppel

Land

Leases

Liquor Escrow Agreement

Pro Forma Title Policy

Service Contracts

Transferor's Certificate

Audit Representation Lerer

0D 1BEQ
JUN 26

=

'35 §7:anm



TUH 76, 1993 100 154N SROWN & WOOD LLP

EAS LADOCSQI1634 9 SBB42 0001 US/1R/9K

Contracrs for the Transfer of the Property
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Defaults Under the Ground Lease
Litigation

Notice of Violations
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ASSIGNMENT OF CAPITAL LEASES

THIS ASSIGNMENT OF CAPITAL LEASES ("Assignment”) is made as of this

day of . 1998, by and between ("Assignor”). and
("Assignee"). with reference to the following facts.
RECITALS:
A Capitalized terms used in this Assignment and not defined herein shall have the
meanings ascribed to them in the Purchase Agreement.
B. Assignor has or may have an interest in the Capital Leases.
C. Assignor desires to assign. transfer. and deliver to Assignee all of Assignor’s

right. title and interest in, to. and under the Capital Leases in connection with the consummation of the
purchase and sale of the Properry. :

AGREEMENT

NOW. THEREFORE. in consideration of the mutual covenants and upon the conditions
contained herein. and for other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged. Assignor and Assignee agree as follows:

1. Effecrive Dage. The "Effective Date” is defined to be the date of recordaﬁon of
the Assignment of Ground Lease in the Official Records of County. State of .

2 Assignment. Effective on the Effective Date. 'Assignor assigns. transfers and

delivers o ASsignee al] of Assignor's right, title and interest in. to and under the Capital Leases.

3. Acceprance and Assumptiop. Upon the Effective Date, Assignee acceprs the
assignment, transfer and delivery of the Capital Leases and assumes and agrees to keep. perform and be
bound by all of the terms, covenants. conditions and obligations which are required to be performed by
Assignor under the Capital Leases from and after the Effective Date.

4. Assignor's [ndemnification. Assignor hereby indemnifies, defends and holds

harmiess Assignee. its partners, members. shareholders. directors. officers. employees and agents and
each of their respective successors and assigns from and against any and all claims. demands. damages.
cosis, liabilities and causes of action (including reasonable attorneys' fees and cosis) suffered or incurred
by Assignec by reason of any breach or defaulr by Assignor of any of its obligations arising under the
Capital Leases prior to the Effective Date.

5. Assignee's Indempification. Assignee hereby indemnifies. defends and holds

harmless Assignor. its partners, members, shareholders, directors, officers, employees and agents and
each of their respective successors and assigns from and against any and al! claims. demands. damages.
costs. liabilities and causes of action (including reasonable attorneys' fees and costs) suffered or incurred
by Assignor by reason of any breach or default by Assignee of any of its obligarions arising under the
Capital Leases from and after the Effective Date.

6. Miscellapeous Provisions.

EAS LADOCY\2IIN97S 7 SEBI2 000]- 12102197 1
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6.1 Section Headings. The headings of secuons are inserted only for
convenience and shall in no way define. describe or limit the scope or intent of any provision of this

Assignment.

6.2 No Oral Mndifications. This Assignment may not be amended or
modified excepr in writing executed by all parties hereto.

6.3 Binding Effec:. This Assignment shail be binding upon and inure o the
benefit of the parties hereto. and their respective successors and assigns. and no other party shail be a

beneficiary hereunder,

6.4 Altorneys’ Feas. If an action is commenced by a party hereto resulting
from a dispute with respect to the rransactions contemplated herein, the prevailing party shall be entitled to
recover its reasonable attorneys' fees and costs from the other party in such action. As used herein. the
term "attorneys' fees” means attorneys' fees whether or not litigation ensues and if litigation ensues
whether incurred at trial, on appeal. on discretionary review or otherwise. '

6.5 Governing Law. This Assignment will be governed by. interpreted
under. and construed and enforced in accordance with the laws of the State of , with venue in
the County of . Each of the parties hereto acknowledge and agree that the laws of the State of

and the selection of venue in the County of were freely chosen.

6.6 Captions. The captions contained in this Assignment are for convenience
only and are nor intended to limit or define the scope or effect of any provision of this Assignment.

6.7 Severability. The invalidity. illegality or unenforceability of any
provision of this Assignment shall nor affecr the enforceability of any other provision of this Assignment.
all of which shal! remain in full force and effect.

6.8 Time of the Essence. Time is of the essence of this Assigﬁmem and of
the obligations required hereunder,

6.9 Non-Wajver. No delay or failure by any party (o excrcise any right
hereunder. and no partial or single exercise of any such right. shall constitute a waiver of that or any other
right. unless otherwise expressly provided herein. :

6.10 Fagsimile. The parties hereto and their respective successors and assigns
~ are hereby authorized 1o rely upon the signatures of each person and entity on this Assignment which are
delivered by facsimile as consriruting a duly authorized. irrevocable, actual, current delivery of this
Assignment with original ink signatures of each person and eniry.

6.11  Fucther Assurances. The parties agree to execute all documents and
insguments reasonably required in order to consummate the transactions contemplated in this Assignment.

» 6.12 Counterparis. This Assignment may be executed in.any number of
counterparts and each such counterparr shail be deemed <o be an original. but all of which. when taken
together, shall constitute one agreement.

IN WITNESS WHEREOF. the parties hereto have executed this Assignment as of the date
first above written. :

EAS LANOCTIIINGTS 7 X0M2 DO 120297 2
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"ASSIGNOR" "ASSIGNEE~

By: By:
Name: Name;
[ts: lts:
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PROPERTY
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MAIL TAX STATEMENTS TO:

SPACE ABOVE THIS LINE RESERVED FOR RECORDER'S US

ASSIGNMENT AND ASSUMPTION OF GROUND LEASE

THIS ASSIGNMENT AND ASSUMPTION OF GROUND LEASE ("Assignunent”) is
made as of this ____ day of . 1998, by and among

.a
.a

("Seller”) and
{("Buyer”). and
("Ground Lessor").

RECITALS:

WHEREAS. Seller and Buyer are parties to that certain
. 1998 for the hotel commonly known as

dated as of
pursuant to which Seller has agreed o convey to Buyer. among other things. the leasehold estate and the

(the "Purchase Agreement").
improvemens located thereon (*Property”) as more particularly described on Schedule 1 anached hereto
and incorporated herein by this reference;

WHEREAS. Seller is the tenant under thart certaili Ground Lease dated by and between
Ground Lessor and Seller (the "Ground Lease") as more particularly described on Schedule 2 attached

hereto and incorporated herein by this reference, pursuant to which Ground Lessor leased to Selier, and
Seller leased from Ground Lessor. the Properry: and ‘

WHEREAS. Seller desires 1o assign. transfer and detiver all of its right. title and interest
as lessee in and (o the Ground Lease to Buyer in connection with the consummation of the purchase and

sale of the Property. and. pursuant to that certain Consent and Estoppel Certificate dated as of May .
1998, Ground Lessor has consented to such assignment,

EAS LADOCS\JI34975 7 58842 Q001 12/02/97



L

501998 1001TAM BRQWN & WOOD LLP Ho peEl 2 4
. JUN'26 "985 @7:04mmM

AGREEMENT

NOW. THEREFORE. in consideration of the mutual covenants and upon the conditions
contained herein. and for other good and valuable consideration. the receipt and sufficiency of which are
hereby acknowledged. Seller. Buyer and Ground Lessor hereby agree as follows:

l. Effecrive Date. The "Effective Date” is defined to be the date of recordation of
this Assignment conveying title to the Property from Seller to Buyer in the Official Records of
County, State of California.

2. Assignment. Effective on the Effective Date. Seller hereby assigns. transfers and
delivers to Buyer all of Seller's right, title and mleresl as tenant in, to and under the Ground Lease (the

"Assignment").

3. Agceptance. Upon the Effecuve Date, Buyer hereby accepts said assignmennt. sale
and delivery and assumnes and agrees o keep. perform and be bound by all of the terms. covenants,
conditions and obligations which are required to be performed by the tenant under the Ground Lease from

and after the Effactive Date.

4. Modification. No modification, waiver. amendment. discharge or change of this
Assignment shall be valid unless the same is in writing and signed by the party against which the
enforcement of such modification, waiver, amendment. discharge or change is or may be sought.

5 Successors and Assiens. This Assignment shall be binding upon and inure to the

benefit of the parties hereto. their successors in interest and assigns.

6. Goverping Law. This Assignment shall be governed by. and construed and
enforced in accordance with, the laws of the State of .

7. Atrorneys’ Fees. Should any dispute occur between or 'among Seller, Buyer
and/or Ground Lessor. with respect to this Assignment or any document executed in connection herewith.
which results in litigation. the losing party or parties shall pay the prevailing party or parties their
respective actorneys' fees and costs ar trial and upon any appeal.

&, Counterparts. This Assignment may be executed in one or more counterparts,
each of which shall be deemed an original and all of which shali constitute one and the same Assignment.

EAS LADOCS\2338975 7 58842 0001 12/02/97 3
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IN WITNESS WHEREOF. the parties hereto have executed this Assignment as of the date

first above written.

EAS LADOCS\338U756 7 SE¥42 0001 12/02/87

"SELLER"

By:

Name:

Its:

“BUYER"

By:

Name:

Its:
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STATE OF )
)
COUNTY OF )
On before me. __. personally appeared
[] persanally known to me (] proved to me on the basis of satisfactory

evidence

16 be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s). or the entiry upon behalf of which the person(s) acted,

executed the instrument.

WITNESS my hand and official seal.

Signarure of Notary

CAPACITY CLAIMED BY SIGNER:

(] Individual(s) [] Auaorney-ln-Fact
{1 Partner(s) [] Subscribing Witness
(] Trustee(s) [] Guardian/Conservator
[} Corporate [l Other:
Officer(s)
Title(s)
SIGNER IS REPRESENTING:

Name of Person(s) or Entity(ies):

EAS LADCGOCS\233497§ 7 58342 000! 12/02/97 5
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STATE OF )
)
COUNTY OF )
On before me. . personally appeared
(] personally known to me [] proved torme on the basis of satisfactory

evidence

to be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me thar
he/she/they executed the same in his/her/their authorized capacity(ies). and that by his/her/their
signature(s) on the instrument the person(s). or the entity upon behalf of which the person(s) acted.

execyted the instrument.

WITNESS my hand and official seal.

Signature of Notary

CAPACITY CLAIMED BY SIGNER:

[] Individuai(s) (1] Attorney-In-Fact
(] Partner(s) [] Subscribing Witness
[] Trustee(s) (1 Guardian/Conservator
[ Corporate [] Other:

Officer(s)

Tide(s)

SIGNER IS REPRESENTING:

Name of Person(s) or Entity(ies):

EAS LADOCS\1IIN978 7 S8842 (001 12/02/97 6
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. perscnally appeared

STATE OF )
)
COUNTY OF )
On before me,
[ personally known 10 me 0]

10 be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that

proved to me on the basis of satisfactory
evidence

hesshe/they executed the same in histher/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s). or the entity upon behalf of which the person(s) acted,

executed the mstrument.

WITNESS my hand and official seal.

Signature of Notary

CAPACITY CLAIMED BY SIGNER:
(] Individuaks) []  Adorney-in-Fact
{] Partner(s) (1 Subscribing Witness
[] Trustee(s) [] Guardiarv/Conservator
@ Corporate {] Other:

Officer(s)
Title(s)
SIGNER IS REPRESENTING:

Name of Person(s) or Entity(ies):

EAS LADOCK\ZIINNTIS 7 $882 (001 12/02/97 7
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SCHEDULE 2

GROUND LEASE

EAS LADOCS\2338975 7 58842 000] 12/02/97



26’958 @7:04AM

Al
-
(R
<z
—
[ &
15
(3}
wr
<
=
=
fud
==
<
1T
—
—
ft]

THIS ASSIGNMENT OF INTANGIBLE PROPERTY (" Assignment”) is made as of this

day of . 1998, by and berween (" Assignor") and
(" Assignee™) with reference to the following facts:
RECITALS:
A, Assignor. as seller, and Assignee. as buyer. are parties (o a dated as of

. 1998. (the "Purchase Agreement") for the property commonly known as
which is more particularly described on Schedule 1 artached to and made a part of this Assignment.
Capialized terms used in this Assignment and not defined herein shall have the meanings ascribed to them

in the Purchase Agreement.

B. ' Assignor desires to assign. transfer and deliver 1o Assignee all of Assignor's righr. title
and interest in. © and under the Intangible Properry. in connection with the consummation of the purchase

and sale of the Properry.
AGREEMENT

NOW, THEREFORE. in consideration of tie mutual covenants and upon the conditions contained
herein. and for other good and valuable considerarion. the receipt and sufficiency of which are hereby
acknowledged. Assignor and Assignee hereby agree as follows:

l. Effective Date. The "Effective Date" is defined to be the date of recordauon of the
Assignment of Ground Lease in the Official Records of County. State of .

2 Assisnmens. Effective on the Effective Date. Assignor assigns. transfers and delivers to

-

Assignee zll of Assignor’'s right. title and interest in. to and under the [ntangible Property.

3. Acceptance.  Upon the Effecrive Dare. Buyer hereby accepts said assignment. transter and
delivery and assumes and agrees to Keep. perform and be bound by all of the terms. covenants. conditions
and obligations which are required ro be performed by Assignor under the Intangible Property from and

after the Effective Dare.

4, Assignor's Indemnification. Assignor hereby indemnifies. defends and holds harmiess
Assignee, its partners. members, shareholders. directors. officers. employees and agents and each of their

respective successors and assigns from and against any and all claims, demands. damages. costs. liabilities
and causes of action (inctuding reasonable artorneys' fees and costs) suffered or incurred by Assignee by
reason of any breach or default by Assignor of any of its obligations arising under the Intangible Property

prior to the Effective Date,

5. Assignee's Indemnification. Assignee hereby indemnifies. defends and holds harmless
Assignor, its parmers, members. shareholders, directots. officers, employees and agents and each of their

respective successors and assigns from and against any and all claims, demands. damages, costs. liabilities
and causes of action (including reasonable attorneys’ fees and costs) suffered or incurred by Assignor by
reason of any breach or default by Assignee of any of its obligations arising under the Intangible Properry
from and after the Effactive Date.

EAS LAIMICS\2IINGTS 7 SRR4Z (00] |2/02/97
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6.1 Section Headings. The headings of sections are inserted only for convenience and
shall in no way define. describe or limit the scope or intent of any provision of this Assignment.

6.2 No Oral Modificatiops. This Assignment may not be amended or modified except
in writing executed by all parties hereto.

6.3. Binding Effect. This Assignment shall be binding upon and inure to the benefit of
the parties hereto. and their respective successors and assigns, and no other party shall be a beneficiaty

hereunder.

6.4 Anorpeys' Fees. If an acrion is commenced by a party hereto resulting from a
dispute with respect to the transactions contemplated herein. the prevailing party shail be entitled to
recover its reasonable artorneys’ fees and costs from the other party in such action. As used herein. the
term "attorneys’ fees” means attorneys' fees whether or not litigation ensues and if litigation ensues
whether incurred at triai, on appeal. on discretionary review or otherwise.

6.5 Governing Law. This Assignment will be governed by. interpreted under. and
construed and enforced in accordance with the laws of the State of . with venue in the
Couniy of . Each of the parties hereto acknowledge and agree thac the laws of the State of

and the selection of venue in the County of were freely chosen.

6.6 Captions. The captions conrained in this Assignment are for convenience only
and are not intended 1o limit or define the scope or effect of any provision of this Assignment.

6.7 Severability. The invalidity. illegality or unenforceability of any provision of this
Assignment shall not affect the enforceability of any other provision of this Assignment. all of which shall

remain in ful) force and effect.

6.8 Time of the Essence. Time is of the essence of this Assignment and of the
obligations required hereunder.

6.9 Non-Waiver. No delay or failure by any party to exercise any right hereunder.
and no partial or single exercise of any such right. shall constitute a waiver of that or any other right.
unless otherwise expressly provided herein. :

6.10  Fagsimile. The parties hereto and their respective successors and assigns are

hereby authorized to rely upon the signatures of each person and entity on this Assignment which are
delivered by facsiniile as constituting a duly authorized. irrevocable, actual, current delivery of this

Assignment with original ink signatures of each person and entity.

6.11  Further Assurances. The parties agree 10 execute all documents and instruments
reasonably required in order to consummate the transactions contemplated in this Assignment.

6.12 Counterparrs. This Assignment may be executed in any number of counterparts
and each such counterpart shall be deemed to be an original. but all of which. when taken together, shail

constitute one agreement.

EAS LADGCS\LI3ND78 7 56842 0001 12402097 ~2-



TOWN & Woop LLP o NO 123n b A

. ' TIUN 26 S8 G7:p4AM

IN WITNESS WHEREOF. Seller has executed this Assignment as of the date first above

T3S 100F 10 iOAM BEO .

weilten.
"ASSIGNOR" "ASSIGNEE"
By: By:
Name: Name:
Its: Its:

EAS LADCCS\ZIISTTS 7 54842 W01 12/02/97 -3-
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EXHIBIT "D
ASSIGNMENT OF L EASES
THIS ASSIGNMENT OF LEASES ("Assignment") is made as of this day of
1998. by and berween (" Assignor"), and .
,("Assignee"). with reference to the following facts:
RECITALS:
A. Assignor. as seller, and Assignee. as buyer. are parties to a dared as of

. 1998, (the "Purchase Agreement"} for the hotel commonly known as the
which is more particularly described on Schedule 1 artached w and made a part of this Assignment.
Capitalized rerms used in this Assignment and not defined herein shall have the meanings ascribed (o them

in the Purchase Agreement.

B.  Assignor is the owner of the landlord’s interest in and to all lease and rental agreements-
affecting the Property (individually a "Lease" and collectively. the "Leases”). which are idemtified on
Schedule 2 attached to and made a part of this Assignment.

D. Assignor desires to assign. transfer, and deliver all of its righe. title, and interest in. o and
under the Leases to Assignee in connection with the consummation of the purchase and sale of the

Property.
AGREEMENT

NOW, THEREFORE. in consideration of the murual covenants and upon the conditions contained
herein. and for other good and valuable consideration. the receipt and sufficiency of which are hereby

acknowledged, Assignor and Assignee agree as follows:

l. Effective Date. The "Eftfective Date” is defined (o be the date of recerdation of the
Assignment of Ground Lease in the Official Records of County. State of

2. Assignment. Upon the Effective Date. Assignor assigns. transfers and delivers to
Assignee all of Assignor's right, title and interest in, to and under the Leases.

3. Acceprance apd Assumption. Upon the Effective Date. Assignee hereby accepts the

assignment. transfer and delivery of the Leases and assumes and agrees to keep. perform and be bound by
all of the terms. covenants. conditions and obligations which are required to be performed by Assignor
under the Leases from and after the Effective Dare.

4. Assigpor's Indempification. Assignor hereby indemnifies. defends and holds harmless

Assignee. its partners. members, shareholders. directors. officers, employees and agents and each of their
respective successors and assigns from and against any and all claims. demands, damages. costs. liabilities
and causes of action (including reasonable attorneys' fees and costs) suffered or incurred by Assignee by
reason of any breach or defauit by Asslgnor of any of its obligations arising under the Leases prior to the
Effective Date. . .

5. Assignee's Indemnification. Assignee hereby indemnifies, defends and holds harmless
Assignor. its parumers. members, shareholders, directors, officers. employees and agents and each of thsir

respective successors and assigns from and against any and all claims. demands, damages. costs, liabilities
and causes of action (including reasonable attorneys' fees and costs) suffered or incurred by Assignor by

EAS LADOCN\2330975 T SRRE2 000} | 2/02/97
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6. Miscellangous.

6.1 Section Headings. The headings of sections are inserted only for convenience and
shall in no way define. describe or limit the scope or intent of any provision of this Assignment.

6.2 No Oral Modifications. This Assignment may nor be amended or modified except
in writing executed by all parties hereto.

6.3 Binding Effeet. This Assignment shall be binding upon and inure to the benefit of
the parties hereto. and their respective successors and assigns. and no other party shall be a beneficiary

hereunder.

6.4 Auornevs' Fees. If an action is commenced by a party hereto resulring from a
dispute with respect to the transactions coniemplated herein, the prevailing party shall be entitled to
recover its reasonable atiorneys' fees and costs from the other party in such action. As used herein, the
term “attorneys’ fees" means attorneys’ fees whether or not litigation ensues and if litigation ensues
whether incurred at trial. on appeal. on discretionary review or otherwise.

6.5 Governine Law. This Assignment will be governed by, iuterpreted under, and
construed and enforced in accordance with the laws of the State of . with venue in the
Counry of . Each of the parties hereto acknowledge and agree that the laws of the State of

and the selection of venue in the County of were freely chosen.

6.6 Captinns. The captions contained in this Assignment are for convenience only
and are not intended to limit or define the scope or effect of any provision of this Assignment.

6.7 Severability. The invalidity, illegality or unenforceability of any provision of this
Assignment shall not affect the enforceability of any other provision of this Assignment. all of which shall
remain in full force and effect.

6.8 Time of the Essence. Time is of the essence of this Assignment and of the
obligations required hereunder.

6.9 Nan-Waiver. No delay or failure by any pariy to exercise any right hereunder,
and no partial or single exercise of any such right. shall constitute a waiver of that or any other right.

unless otherwise expressly provided herein.

6.10  Eagsimile. The parties hereto and their respective successors and assigns are
hereby authorized to rely upon the signatures of each person and entity on this Assignment which are
delivered by facsimile as constituting a duly authorized. irrevocable. actual. current delivery of this
Assignment with original ink signacures of each person and entity.

6.11  Eurther Assurapees. The parties agree to execute all documents and instruments
reasonably required in order o consummate the transactions contemplated in this Assignment.

6.12  Coungerparss. This Assigninent may be execured in any number of counterparts
and each such counterpart shall be deemed to be an original. but all of which, when taken together, shall
constiture one agreement.

EAS LADOCS\2IINYTS 7 SEB42 (UL 12/02/97 -2-



3OTRAE L IGAM

[ ]
f=lw )
L}
==
=
I
==
LY
<O
L}
]
—
L)

NG 1830 ¢ =i

. JUN 26 "33 @7:@qam

IN WITNESS WHEREQF. the parties hereto have executed this Assignment as of the dare first
above written.

"ASSIGNCR" "ASSIGNEE"
By: By:
Name: Name:
{ts; [ts:

EAS LADOCS\IIN97S 7 SR&42 0001 12/02/97
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SCHEDULE 1

PROPERTY
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THIS ASSIGNMENT OF SERVICE CONTRACTS ("Assignmént") is made as of this
day of . 1998, by and between (" Assignor”). and
("Assignee").
RECITALS:
A. Assignor, as seller, and Assignee, as buyer are parties to a dated as of

. 1998. (the "Purchase Agreement") for the property commonly known as the
which is more particularly described on Schedule 1 attached to and made a part of this Assignment.
Capitalized terms used in this Assignment and not defined herein shall have the meanings ascribed to them

in the Purchase Agreement.

B. Seller has or may have an interest in the Service Contracts (as defined below).

D. Assignor desires to assign. transfer and deliver to Assignee ali of Assignor’s right. title
and interest in, to and under the those service contracts and supply orders listed on Schedule 2 attached
hereto and made a part of this Assignment (the "Service Conrracts”) in connection with the consummation
of the purchase and sale of the Property, and Assignee desires to accept such assignmenn.

AGREEMENT

NOW. THEREFORE, in consideration of the muwal covenants and upon the conditions contained
herein. and for ather good and valuable consideration. the receipt and sufficiency of which are hereby

acknowledged, Assignor and Assignee agree as follows:

I, Effective Date. The "Effective Date" is defined 1o be the date of recordation of the
Assignment of Ground Lease in the Official Records of County. State of )

2. Assignment. Effective on the Effective Date. Assignor assigns. transfers and delivers to
Assignee all of Assignor's right. title and interest in. to and under the Service Contracis.

3. Asceprance and Assumption. Upon the Effective Date. Assignee accepts the assignment.

transfer and delivery of the Service Contracts and assumes and agrees (o keep. perform and be bound by
all of the terms, covenans. conditions and obligations which are required 1o be performed by Assignor
under the Service Contracts from and after the Effective Date.

4, Agmmmmmﬁm Assignor hereby indemnifies. defends and holds harmless

Assignee, its parmers. members. shareholders, directors. officers, employees and agents and each of their
respective successors and assigns from and against any and all claims, demands. damages, costs, liabilities
and causes of action (including reasonable attorneys' fees and costs) suffered or incurred by Assignee by
reason of any breach or default by Assignor of any of its obligarions arising under the Service Contracts
prior to the Effective Date.

5 Assignes s Indempification. Assignee hereby indemnifies. defends and holds harmless

Assignor. its partners, members, shareholders. directors, officers, employees and agents and each of their
respective successors and assigns from and against any and all claims, demands, damages. costs, liabilities
and causes of action (including reasonable atorneys' fees and costs) suffered or incurred by Assignor by

EAS LADOCS\ZINGTS 7 §8842 (0l 120247 -1-
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6.1 Section Headings. The headings of sections are inseried only for convenience and
shall in no way define. describe or limit the scope or intent of any provision of this Assignment,

6.2 No Oral Modifications. This Assignment may not be amended or modified except
in writing executed by all parties hereto.

6.3 Binding Effect. This Assignmen: shall be binding upon and inure (o the benefit of
the parties hereto. and their respective successors and assigns. and no other party shall be a beneficiary

hereunder,

6.4 Attornevs’ Fees. If an action is commenced by a party hereto resulting from a
dispute with respect to the transactions comemplared herein. the prevailing party shall be entitled to
recover its reascnable atorneys' fees and costs from the other party in such action. As used herein, the-
term “attorneys’ fees” means attorneys’ fees whether or not litigation ensues and if litigation ensues

whether incurred at trial. on appeal. on discretionary review or otherwise.

6.5 Govarning Law. This Assignment will be governed by. interpreted uader. and

construed and enforced in accordance with the laws of the State of . with venue in the
County of . Each of the parties hereto acknowledge and agree that the laws of the State of

and rhe selection of venue in the County of were freely chosen.

. 6.6 Captions. The captions contained in this Assignment are for convenience only
and are not intended to limit or define the scope or effect of any provision of this Assignment.

6.7 Severability. The invalidity. illegality or unenforceability of any provision of this
A551gnmenr shall not affect the enforceability of any other provision of this Assignment. ail of which shall
remain in full force and effect.

6.8 Iime of the Essepce. Time is of the essence of this Assignment and of the
obligations required hereunder.

6. 9 N_gn_wmg: No delay or failure by any party to exercise any right hereunder,
and no partial or single exercise of any such right. shall constitute a waiver of that or any other right,

unless otherwise expressly provided herein.

6.10  Eacsimilg. The parties hereto and their respective successors and assigns are
hereby authorized to rely upon the signatures of each person and entity on this Assignment which are
delivered by facsimile as constituting a duly authorized. irrevocable, acwal, current delivery of this

Assignment with original ink signatures of each person and entuty.

6.11  Further Assuragces. The parties agree to execute all documents and instrumeints
reasonably required in order to consummate the transactions contemplated in this Assignment.

6.12 Cg.umgmam This Assignment may be executed in any number of counterparts
and each such counterpart shall be deemed to be an original. but all of which. when taken together, shall
constitute one agreement.

EAS LADUCRIIINEYTS 7 $K842 L] 120297 -2-
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IN WITNESS WHEREOF. the parties hereto have executed this Assignment as of the date first above

wrirten.
"ASSIGNOR" “ASSIGNEE"
By: By:
Name: Name:
[ts: Its:

EAS LADCGUS\ZIISYTS 7 58892 000L 12/02197 =3
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SCHEDULE 2

LIST OF SERYICE CONTRACTS
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EXHIBIT "F"

BILL OF SALE

THIS BILL OF SALE ("Bill of Sale") is made as of this day of . 1998, by
("Seller”). with reference to the following:

A. Seiler. as seller. and ("Buyer"), as buyer. are parties to a
dated as of . 1998, (the "Purchase Agreement"), pursuant o which

Seller agreed to sell and Buyer agreed to purchase the Property (as defined in the Purchase Agreemen).
Unless expressly defined in this Bill of Sale, all capitalized terms used in this Bill of Sale shall have the
same meanings as are given to them in the Purchase Agreement. Under the Purchase Agreement. Seller is

obligated to transfer 1o Buyer the Personal Property.

NOW, THEREFORE. for good and valuable consideration. the receipt and sufficiency of which
are hereby acknowledged: i

1. Trangfer. Subject to the terms and conditions of the Purchase Agreement. Seiler does
wransfer, assign, and deliver to Buyer all of the Personal Property.

2. No Representation or Warranty Buyer acknowled'ges and agrees thac all of the Personal

Property is herein being assigned. transferred and delivered without warranty or representation by Seller
of any Kind whatsoever. express or implied. except as otherwise expressly set forth herein or in the

Purchase Agreement.

3. Altorneys' Fegs. If an action is commenced resulting from a dispute with respect to the
transactions contemplared herein. the prevailing party shall be entitled o recover its reasonable attorneys'
fees and costs from the other party in such action. As used herein. the term “atorneys' fees” means
auorneys’ fees whether or not litigarion ensues and if litigation ensues whether incurred at trial. on appeal.

on discretionary review or otherwise.

4, Governing Law. This Bill of Sale will be governed by, interpreted under, and construed
and enforced in accordance with the laws of the Siate of . with venue in the County of
. Seller acknowledges and agrees thar the laws of the State of -and the selection of

venue in the County of were freely chosen.

IN WITNESS WHEREOF. Seller has executed and delivered this Bill of Sale as of the day and
year first above written,

"SELLER" "BUYER"

EAS LADOCS\ZIINGTS 7 SENGD (KNI1 12/02/97 -1-
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LIST OF CAPITAL LEASES

GMAC Lease Agreement for 1997 Cadillac Concours between Marvin K. Brown Auto Center. Inc. and
San Diego Princess Management Corp.

Avis Rent-a-Car Monthly Rental Agreement for Plymouth Voyager Van.

EAS LADOUN\IIIBGTS 7 34842 0001 12402197
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EMPILOYMENT CONTRACTS
Independent Contractor Agreement dated June 1. 1995 between San Diego Princess Resort and Colleen

Clery

Independent Contractor Agreement dated May 26, 1995 between San Diego Princess Resort and Jack
Movido (Tennis Pro)

Independent Contractor Agreement dated February 16, 1998 berween San Diego Princess Resort and John
Pierce Nonorgues (Tennis Pro)

Sub Lease dated October 1. 1996 between San Diego Princess Resort and Ron Stewar:, dba "Be Good 10
Yourself" Massage. P .

Various Live Performer Engagemenis Contracts (Unspecified) - No mare than 2-3 weeks in advance of
engagement .

EAS LADOCK\2A38975 7 58842 (001 12/02/97
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San Diego Princess Resort
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Li2a Stone imile: -
Fram: Tom Vincent

Date: May 20, 1998

~ Geaeral Manager's cell phones (2)
~ Prinoess Cruises’ YCR's (driving Princesa Cruises TV chammel {n guest roams)

= Persanal Computer #1:

Wyss box & keybosrd

14" Mono Monitor

IBM clone Pentium 100

96MB RAM

4 hard drives: (1) 2GB HD, (3) IGB HD
1.44 Floppy Drive

3Com Netowrk Card

EXB 42000 Tape Backup (extemsl)
CD-Rom

S’A"anpybﬂve
2MB Diamond Stealth Video Adaptor
Bus Mounse

- 3Com PCT 10/100 Network Card

Windows 3.11

Prmer#l

HP Lager Jet SN printer with extra paper tray

= Printer #2:

Okidata Microlins 320 dot metrix printer

= Brother AXD010 typewriter

= Lexther cattying case (3) -
-Notabonkwnhmlculmmdpad

- Stnall computer tools '
- Seny #M-527V micracassetiz tape recorder
- Qreen freezer parka (Purchasing & Recelving)
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-Boam,.TetSlds,Kayal:s Paddlebaats plus all other items in office bullding and on dock
(owned by Action Sports Rentals, sublessee)

HUMAN RESOURCES

- Various training books and vidzos

= Sony Stereo
- 30 buginegs related books

training materials

ScTeen saver
compwwﬁwmpaehge
desk lamps (2)

boak
Magnavox radic & speaker
various training manuals, ets.
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Recording Requested By and:
After Recording Return To:

Richard F. Luther, Esq.

Gray Cary Ware & Freidenrich LLP
401 "B" Street, Suite 1700

San Diego, CA 92101-4297

Above for Recarder’s se Only

CONSE ND ESTOPPEL CERTIFI

This Certificate is made as of May , 1998, by THE CITY OF SAN DIEGO, a
municipal corporation (“City™), in favor of LHO Mission Bay Hotel, L.P., a California limited
partnership (“Assignee”), Societé Genérale, Southwest Agency and Bank of Montreal, Chicago
Branch (both referenced to herein as “Lender”), and Westgroup San Diego Associates, Lid,, a
California limited partnership {“Sublessee”), in connection with the following facts. .

A Pursuant to that certain Percentage Lease dated December 30, 1994, between City
and VVH Resorts, Ltd., a Delaware limited liability company (“VVH), filed in the office of the
City Clerk on November 28, 1994, as Document No. 00-18129, and 2 memorandum of which was
recorded on October 1, 1997, as Document Number 1997-0487703 in the Official Records of the
County Recorder of San Diego County, California, City leased to VVH certain lands located in
the City of San Diego, County of San Diego, State of California, more particularly described on
Exhibit “A™ attached hereto and by this reference incorporated herein (the “Premises”). As of the
date of this Certificate, VVH has sold its leasehold interest under the Lease (the “Leasehold”) to
Assignee pursuant to that certain assignment recorded concurrently herewith in the Official
Records of the County Recorder of San Diego County, California (the Percentage Lease as
assigned to Assignee being referred to herein as the “Lease™). As used herein, the term “Lessee”
shall mean any lessee from time to time under the Lease, including, without limitation, Assignee.

B. In connection with the purchase by Assignee of the Leasehold, Assignee is
obtaining a loan (the “Loan”) from Lender.

: C. In connection with the purchase by Assignee of the Leasehold, Asgignee is also
subleasing the Premises to Sublessee pursuant to that certain Lease Agreement dated May ,

1998 (the “Sublease”).

D. Sublessee is entering into a management agreement dated May , 1998, with
Noble House San Diego, Ltd., a California limited partnership (“Manager’) providing for the
. operation and managerment of the Premises (the “Management Agreement”).

SDil162810.10
103168152634
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E.  Assignee is unwilling to purchase the Leasehold, Sublessee is unwilling to enter
into the Sublease, and Lender is unwilling to make the Loan unless City provides this Certificate
to Assignee, Sublessee and Lender and their respective successors and assigns.

Now, therefore, for good and valuable consideration, the receipt of which is hereby
acknowledged, City hereby covenants and agrees as follows:

1. No Trangfer or Encymbrance of Premises, As of the date of this

Certificate, City is the fee owner of the Premises. City has not previously sold, assigned,
conveyed, encumbered or mortgaged its interest in the Premises or the Lease. No third party has

any option or preferential right to purchase all or any part of the Premises.

2. True Copy of Lease, A true and complete copy of the Lease is attached
hereto as Exhibit "B”

3 No Modifications of Lease. As of the date of this Certificate, the Lease is
in full force and effect in accordance with its terms and there have been no modifications,
amendments, supplements, assignments (other than the assignment to Assignee) or extensions
thereof or, to the knowledge of City and except as set forth on Exhibit "C” attached hereto,
subleases thereunder, whether oral or written, and there do not exist any other agreements
(including subordination, non-disturbance and attornment agreements) concerning the Premises,
whether oral or written, between City and VVH or Assignee. No modification or amendment of
the Lease is required by City as a result of the assignment, sublease and financing which is the
subject of this Certificate.

4, Term of the Lease; Options. The term of the Lease commenced on

January 1, 1995 and expires on December 31, 2044. There are no options to renew or extend the
term of the Lease. '

5. No Depogits or Prepaid Rent, There are'no security or other deposits or

escrows being held by City in connection with the Lease nor, except as indicated in Paragraph 6
below, is there any prepaid rent under the Lease.

6. Rent, The minimum rent currently being paid to City under the Lease is
$1,403,837.44 per year; percentage rent is payable as set forth in the Lease. In connection with
the most recent audit completed July 21, 1995, all rents, unauthorized use charges and other
charges and audit fees payable pursuant to the Lease have been paid through December 31, 1994.
All rent due under the Lease from and after said date has been paid through April 30, 1598,
provided, however, the final determination of the accuracy of the calculation of percentage of rent
due since the date of said prior audit is subject to audit as set forth in the Lease. The rent payable -
pursuant to the Lease shail not be increased as a result of the transactions to which this Certificate
relates.

7. - No Defauls. As of the date of this Certificate: (i) neither City nor VVH
nor Assignee is in default in the performance of the terms and provisions of the Lease; and (i1) to
the best knowledge of City, no event has occurred which, with the passage of time or the giving '

sDA162810.10
(03368.151854 -2
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of notice or both, would constitute any such default. City has nct given YVH or Assignee any
notice of default under the Lease. Without limiting the generality of the foregoing, each of the
obligations on VVH's part to be performed under the Lease through the date of the assignment of
the Leasehold to Assignee have been performed, including specifically, without limitation, as set

forth below:

a. VVH is in compliance with the General Development Plan (as
defined and referred to in the Lease). Although VVH has not completed the marina
improvements, including the public pump out station and new transient mooring facilities, the
lessee under the Lease has until August 19, 2000 (the "Marina Completion Date") to complete
such facilities. City acknowledges such permits have not yet been obtained. Failure to timely
complete such facilities shall result in liquidated damages of $4,200 per month.

b. VVH has paid all costs to City in reimbursement for the Shoreline
Restoration and the Stabilization Improvements pursuant o Section 6.5 of the Lease.

c. The required renovation of the guest rooms in accordance with the
Development Plan has been completed. '

d. VVH is in compliance with the Mission Bay provisions set forth in
Section 8 of the Lease. Although VVH has not completed the marina improvements, including
the public pump out station and new transient mooring facilities, the lessee under the Lease has
until the Marina Completion Date to complete such facilities. City acknowledges such permits
have not yet been obtained. Failure to timely complete such facilities shall result in liquidated
damages of 34,200 per month.

_ e To the current knowledge of City, no sums are due to City pursuant
to Section 3.7 of the Lease for payment of any unauthorized use charges since the date of the
most recent audit referred to in Section 6 above. City reserves the right to conduct an audit of
VVH’s operations since the date of said prior audit, and any sums found to be due as a result
thereof shall be the obligation of Assignee.

8. . NoClaims. As of'the date of this Certificate, there are no offsets,
caunterclaims, defenses, deductions, credits or disputes whatsoever with respect to the Lease.
City has no actual knowledge of any claims by others against VVH or Assignee relating to the
Premises or its use. City has not received written notice of any pending or threatened eminent
domain proceedings or other governmental actions or any judicial actions of any kind against
City's or Assignee's interest in the Premises, and City is not now contemplating any such
governmental or judicial action. City has not received written notice that City, VVH or Assignee
i$ in violation of any governmental law or regulation applicable to their respective interests in the
Premises or the operation thereof, including, without limitation, any environmental laws or the
Americans with Disabilities Act (or any similar state or local laws), and City has no reason 10
believe that there are grounds for any claim of any such violation.

SDM162810.10
103368-1 52634 -3-



IR 200 13495 U S1AM BEOWN & WOUD LLE N, 104

TUN 26 roB &7:23aM
® ®

9. No Existing Conditions Permitting Cancellation of the Lease, Asof
the date of this Certificate, there are no conditions or events that would permit a cancellation or
termination of the Lease by City, VVH or Assignee.

10.  City's Approval. City hereby approves Assignee as an assignee of VVH’s
interest in the Lease City further approves (i) Sublessee as a sublessee pursuant to the Sublease.,
and (i) Manager as the manager and operator of the Premises pursuant to the Management
Agreement. VVH had the right to assign any sublease to Assignee, and Assignee shall have the
right to assign any sublease to Lender as collateral security for a deed of trust or other security for
a loan, subject to the terms and conditions hereof Upon VVH's assignment of the Lease to
Assignee, City hereby reteases VVH from any and all obligations under the Lease which arise
from and after such assignment, provided, however, in the event that an audit by the City after the
date of such assignment discovers a discrepancy in the rent paid prior to the date of assignment,
VVH shall remain responsible therefor.

1L Transfer Fee, The consideration due and payable to City under the Lease
in connection with the assignment to Assignee is Seven Hundred Thirty Thousand Dollars
($730,000) and has been paid in full by VVH. No other consideration is due and payable to City
as a result of the transactions which are the subject of this Certificate, including the Sublease and

the encumbrance by Lender.

12.  Further Assignments, Lessee shall not further assign the Leasehold
without the prior written consent of City. In the event Lessee seeks such consent, and ds a
condition precedent thereto, Lessee shall provide to City (a) the name and identity of the persons
involved in the assignment of the Lease and the nature of the interests of such persons, and (b) the
additional consideration due to City pursuant o Section 8.5 of the Lease. Upon receipt and
review of the foregoing, and upon a determination by the City that the assignee is an “Accredited
Institutional Investor” (as defined in Section 17 below) or another person reasonably approved by
City, City shall not withhold its consent to such assignment. [n the event such conditions have not
been met, City may withhold its consent. Upon any such assignment, the assignor shali be
released from any and all obligations or liability under the Lease arising from and after the date of
such assignment, provided, however, in the event that an audit by the City after the date of
assignment discovers a discrepancy in the rent paid prior to the date of assignment, the assignor
shall remain responsible therefor. Upon any such assignment, City may revise the noneconomic
terms of the Lease to comply with then standard current lease requirements; provided, however.
the City shall not require that the rent due under the Lease be adjusted to reflect the then current
market rent nor shall any other economic terms of the Lease be changed. Upon approval of am
such further assignment, City shall, upon request of Lessee, promptly execute and deliver to
Lessee a consent and estoppel in substantially the form of this Certificate. -

13. - Publicly Traded Lessee. Notwithstanding any provision of the Lease.
including but not limited to Section 4.6 or 8 5(b) thereof, in the event the ownership interests in
Lessee, or any shareholder, partner or member of Lessee, are publicly traded, the transfer of such
publicly traded interests shall not be deemed to be an assignment of the Lease.

$D\162810.10
103368152654 &
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14,  Epcumbrance. Lessee shall not encumber the Leasehold withaut the prior
written consent of City. In the event Lessee seeks such consent, and as a condition thereto,
Lessee shall provide to City (a) the name and identity of the persons involved in such
encumbrance and the nature of the interests of such persons, and (b) a true copy of the loan
documents. Upon receipt and review of the foregoing and a determination by the City that the
following conditions have been met, (a) the transferee is a “Qualified Regulated Financial
[nstitution” (as defined in Section 17 below) or another person reasonably approved by City,

(b) the proposed encumbrance will be a first mortgage on the Premises, (¢) the principal amount
of the proposed loan encumbering the Leasehold (or the release price thereof, in the case of a
“blanket” encumbrance) does not exceed eighty percent (80%) of the value of the Leasehold
(including improvements) as reasonably determined by City at the time of such encumbrance, and
(d) such loan is on terms and conditions which are commercially reasonable at the time of the
loan, City shall not withhold its consent t0 such encumbrance nor shall City require that the Lease
be revised upon any such encumbrance nor shall City require that the rent due under the Lease be
adjusted to reflect the then current market rent. [f such conditions have not been met, City may
withhold its consent to such encumbrance and/or condition such consent upon an adjustment of
rent or a change in the Lease terms. Upon approval of any such encumbrance, City shall, upon
request of Assignee, promptly execute and deliver to Assignee a consent and estoppel in
substantially the form of this Certificate upon any such encumbrance approved by City. Any fee
payable to the City pursuant to the Lease upon such encumbrance shall be calculated as set forth

in Section 18 below.

15.  Sgle of Loan. City acknowledges that City's consent is not needed for a
sale of a loan, or any portion thereof, secured by an encumbrance on the Premises. Furthermore,
City acknowledges that City may not require that the Lease be revised upon any such sale, nor
shall the rent due under the Lease be adjusted to reflect the then current market rent. City shall,
upon reasonable request of Assignee, promptly execute and deliver to Assignee a consent and
estoppel in substantially the form of this Certificate in the event of any such sale or assignment of
a loan or a portion of a lender’s interest in a loan. Any fee payable to the City pursuant to the
Lease upon such sale or assignment of such loan or any portion thereof shall be calculated as set
forth in Section 18 below. :

16. Leasehold Mortgage Protection, City agrees that as long as any

mortgage approved by City shall remain unsatisfied of record or until written notice of satisfaction
is given by the Holder to City, the following provisions shall apply:

a. There shall be no termination (except in the event of a default
which shall be subject to the notice and cure rights set forth in Section 16.d hereof), cancellation,
surrender or modification of the Lease by Lessee or by joint action of City and Lessee without the
prior consent in writing of each Holder.

b. City shall, upon serving Lessee with any notice pursuant to the
provisions of the Lease, simultaneously serve a copy of the same upon each Holder who has
previously provided its address to City.

SDii62810.10 .
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c. Each Holder shall have the right, but not the obligation, at any time
prior to termination of the Lease and without payment of any penalty, to pay all of :he.rents due
thereunder. to effect any insurance, to pay any taxes or assessments, to make any repairs or
improvements, to do any other act or thing required of Lessee under the Lease, and to do any act
or thing which may be necessary and proper to be done in the performance and observance of the
agreements, covenants and conditions under the Lease to prevent termination of the Lease. Each
Holder and its agents and contractors shall have the full access to the Premises for purposes of
accomplishing any of the foregoing. Any of the foregoing done by any Holder shall be as
effective to prevent a termination of the Lease as the same would have been if done by Lessee.

d. Anything contained in the Lease to the contrary notwithstanding, if
any default shall occur which, pursuant to any provision of the Lease, entitles City to terminate
the Lease, City shall not be entitled to terminate the Lease, and any notice of termination shall be
rendered void, unless (i) City, following the expiration of any periods of time given Lessee in the
Lease to cure such default or breach, shall have given written notice to each Holder stating City’s
.tent to terminate the Lease, and (ii) within thirty (30 ) days after such written notice is given, no

Holder shall either:

: . (1)  cure the default or breach if the same consists of the
nonperformance by Lessee of a covenant or condition of the Lease requiring the payment of
money by Lessee to City; or

v (2)  if the default or breach does not involve a covenant or
condition of the Lease requiring the payment of money by Lessee to City, either (A) cure such
default or breach, or (B ) commence, or cause any irustee under the mortgage to commence,
steps and proceedings to foreclose on the interests covered by the mortgage (either judicially or
nonjudicially), and thereafter diligently pursue to completion such foreclosure and perform or
cause the performance of all of the covenants and conditions of the Lease requiring the payment
of money by Lessee to City until such time as the Leasehold shall be sold upon foreclosure
pursuant to the mortgage or shail be transferred upon foreclosure or by deed or assignment in lieu
of foreclosure. In the event any default or breach is not susceptible of being cured by Holder
within such thirty (30) day period, such period shall be extended pursuant to Section 4.4(a)(4) of
the Lease for such time as Holder shall diligently pursue to completion a judicial or nonjudicial
foreclosure of its interest under its deed of trust, and thereafter diligently pursue to completion all
steps in proceeding to cure all defaults or breaches under the Lease which are susceptible of being
cured by Holder, and upon such cure, City shall not exercise any rights with respect to defauits or
breaches (such as lessee’s bankruptey) which are not capabie of being cured by Holder.

e All right of City to terminate the Lease as the result of the
occurrence of any default shall be subject to, and conditioned upon, City having first given to each
Holder the written notices as required under Section 4.4 of the Lease, and all Holders having
failed to remedy such default or acquire the Leasehold or commence foreclosure or other
appropriate proceedings in thé nature thereof as set forth in Section 16.d, above.

f If any Holder is prohibited from commencing or prosecuting
foreclosure or other appropriate proceedings in the nature thereof by any process or injunction

SDM162310.10 -
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hE! P

N 7% 1QaF (1§24 BROWN & W f : g/ :
25 1998 10324 BROWN 4 W0oD LL L R A

0.1
JUN

issued by any court or by reason of any action by any court having jurisdiction of any bankruptcy
or insolvency proceeding involving Lessee, the times specified in Section 16.d, above, for .
commencing or prosecuting foreclosure or other proceedings shall be extended for the period of
the prohibition; provided that the Holder shall have filly cured any default in the payment of any
monetary obligations of Lessee under the Lease and shall continue to pay currently those

monetary obligations s and when the same fall due.

, £ City agrees that the name of the senior most Holder may be added
as the primary loss payee to the “Loss Payable Endorsement” attached to any and all insurance
palicies required to be carried by Lessee under the Lease.

h. In the event of termination of the Lease for any reason (including,
without limitation, by reason or any default by Lessee or by reason of the disaffirmance thereof by
Lessee, as a debtor-in-possession, or by a receiver, liquidator or trustee for Lessee or its
property), City, if requested by any Hoider, will enter into a new lease of the Premises with the
most senior Holder requesting a new lease, which new lease shall commence as of the date of
termination of the Lease and shall run for the remainder of the Lease term, at the same rent,
percentage rent and additional rent and upon the same terms, provisions, covenants and
agreements, and subject to the rights, if any, of any parties then in possession of any part of the
Premises, provided:

(1) The Holder shal} make written request upon City for the
new lease within thirty (30) days after the date of termination;

(2)  The Holder shall pay to City at the time of the execution
and delivery of the new lease any and all sumns which would, at the time of the execution and
delivery thereof, be due and unpaid pursuant to the Lease but for its termination, and in addition
thereto any expenses, including reasonable attorney’s fees, to which City shall have been
subjected by reason of Lessee’s default, provided that no additional consideration shall be due
pursuant to Section 8.5 of the Lease;, ‘

(3)  The Holder shall perform and observe all covenants in the
Lease to be performed and- observed by Lessee, and shall further remedy any other conditions.
which Lessee under the terminated Lease was obligated to perform under its terms, to the extent
the same are curable or may be performed by the Holder; and

, (4)  The tenant under the new lease shall have the same right,
title and interest in and to the buildings and improvements on the Premises as Lessee had under
the terminated Lease immediately prior to its termination. '

i. Any new lease made pursuant to Section 16.h, above, shall be prior
to any mortgage, deed of trust, or other lien, charge or encumbrance on the fee of the Premises
and shall be accompanied by a-quit-claim conveyance of title to the improvements (free of any
mortgage, deed of trust, lien, charge or encumbrance created by City), subject to the reversion in
favor of City upon expiration or sooner termination of the new lease. '

$Dt1162810.10
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j. Nothing herein contained shall require any Helder to enter into a
new lease pursuant to Section 16.h, above, nor to cure any default of Lessee referred to above.

k. No amendment or modification of the mortgage or other
documents evidencing or securing a Holder's loan, shall require the consent of City, or constitute
a breach of any provision of| or a default under, the lease or entitle the City to amend any
provision of the Lease, or require payment to the City of any additional consideration under

Section 8.5 of the Lease.

I - Neither foreclosure of any mortgage (or any sale thereunder),
whether by judicial proceedings or by virtue of any power contained in the mortgage, nor any
conveyance of the Leasehold form Lessee to any Holder or its designee through, or in lieu of,
foreclosure or other appropriate proceedings in the nature thereof, shall require the consent of
City, or constitute a breach of any provision of, or a default under, the Lease, or require payment
to the City of any additional consideration under Section 8.5 of the Lease, and upon such
foreclosure, sale or conveyance, City shall recognize such Holder or its designee as the Lessee
under the Lease if such Holder was expressly approved by City pursuant to Section 14 or 13
hereof

m. If any Holder or any designee of it becomes the Lessee under the
Lease or under any new lease obtained pursuant to Section 16.h above, the Holder or its designee
shall be personally liable for the obligations of Lessee under the Lease or new lease only to the
extent that they arise during the period of time that the Holder or its designee constitutes the
actual beneficial holder of the leasehold estate. '

n. If a Holder shall elect to request a new lease of the Premises and
such Holder has a right to request a new lease pursuant to Section 16.h, above, City agrees, at the
request of, on behalf of and at the expense of the Holder, upon an indemnity or other assurance
from it satisfactory to the City in its sole discretion, to institute and pursue diligently to conclusion
the appropriate legal remedy or remedies to oust or remove the original Lessee from the Premises,
but not any subtenant actually occupying the Premises or any part thereof.

0. - Unless and until City has received notice from the Holder that the
Holder elects not to request a new lease as provided in Section 16.h, above, or until the period
therefor has expired, City shall not cancel or agree to the termination or surrender of any existing
subleases nor enter into any new subleases without the prior written consent of the Holders.

p. The proceeds from any insurance policies and the proceeds arising
from the condemnation shall be paid to and held by the Hoider of the senior most mortgage and
applied in accordance with the provisions of the Lease

q. City shall give all Holders notice of any arbitration or condemnation
proceedings, or of any pending adjustment of insurance claims, and any Holder shall have the
right to intervene therein and shall be rmade a party to such proceedings. City does hereby
consent to such intervention. If any Holder shall not elect to intervene or become a party to the

SD:\162840.10 .
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proceedings, that Holder shall receive fotice and a copy of any award or decision made in
connection therewith.

r. If City shall mortgage or otherwise encumber its interest in the
Premises, such mortgage or encumbrance shall at all times be subject and subordinate tc the

Lease.

17.  Defined Terms

a. The term “mortgage,” whenever used herein, shall included
whatever security instruments are used in the locale of the Premises, such as, without limitation,
deeds of trust, security deeds and conditional deeds, as well as financing statements, security
agreements and other documentation required pursuant to the Uniform Commercial Code.

B7:23amM

b.  The term “mortgage,” whenever used herein, shall also include any

instruments required in connection with a sale-leaseback transaction.

c. The term “mortgagee” shall include the Holder of the secured
position under each of the foregoing types of instruments, including, but not limited to, the

beneficiary under a deed of trust, the secured party under a securily agreement and the lessor in a

sale-leaseback transaction.

d. The term “Holder,” whenever used herein, shall mean and include

(i) Lender or any trust to which Lender may sell or transfer all or any portion of the Loan, (ii} any

institutional or non-institutional lender making any loan or loans, the proceeds of which are used,
in whole or in part, to pay all or any part of the Loan, (jii) if Lender or any other person or entity
acquires all or any part of Lessee’s interest in the Premises in connection with the exercise by
Lender or any other lender of their respective rights or remedies (or in lieu thereof), any
institutional or non-institutional lender making any loan to Lender or such other person or entity.
(iv) any institutional or non-institutional lender making any loan to any other person or entity
succeeding to the interest of Lender or such other person or entity in the Premises, and (V) their
respective successors and assigns.

e The term “Accredited Institutional Investor’ means a publicly
traded institutional investor or a private investor of good character and reputation in the
community with assets of not less than One Hundred Fifty Million Dollars (31 50,000,000), with

business experience owning and/or operating hotel projects similar to this project, or an affiliate o
such an investor; or if such investor does not have such experience, such investor has entered intv

a management agreement reasonably acceptable to City with a hotel operator of good character
and reputation in the community experienced in operating hotels similar to the project.

f The term “Qualified Regulated Financial Institution” means

(1)  an insurance company subjest to regulation by the insurance

commissioner (or similar agency) of any state of the United States; a bank, savings bank, or
savings and loan association chartered by the United States of America, any state thereof or any
foreign nation or political subdivision thereof: or a pension or retirement fund operated for the

SDU162R10.10
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employees and former employees of, and regulated and controlled by, the United States of
America or any state thereof or any agency of the United States or any state thereof: or a special
purpose entity established by one of the foregoing entities or another reputable institution with
substantial experience in financial markets (including but not limited to national brokerage
companies) for the purpose of participating in the securitization of mortgages; or any affiliate of
any of the foregoing, in each case, in good standing under the laws of the jurisdiction of its
incorporation, and having assets equal to the greater of One Hundred Million Dollars
{$100,000,000) or three (3) times the amount of the loan or portion thereof held by such lender;

or

(2)  the United States of America, or any state thereof, or any
agency of the United States or any state thereof.

: [n each of the foregoing cases, such entity shall constitute a regulated institutional
lender regardless of whether it hoids the loan, or any interest therein, for itself or as a trustee.

g. The term "affiliate” shall have the same meaning as set forth in
Rule 405 promulgated under the Securities Act of 1993 and shall refer to a party directly or
indirectly, through one or more intermediate parties, controlling, or controlled by, or.under’
common control of such other party.

18. Payment of Fees to City, Notwithstanding anything to the contrary
contained in the Lease: _ _

: . a In the case of an assignment of the Lease pursuant to Section 12
above, and a simuitaneous mortgaging of the Leasehold in connection therewith, City shall be
paid consideration pursuant to Section 8.5 of the Lease with respect to the assignment only and
not the simultaneous mortgaging of the Leasehold.

‘ b. In the case of a sale of a loan pursuant to Section 15 above, no
consideration shall be due the City in connection therewith. :

c. In the case of an encumbering of the Leasehold in connection with a
financing or refinancing after an assignment of the Lease, a fee shall be due to City in connection
with such financing or refinancing only to the extent that Lessee voluntarily reduces the amount of
equity Lessee has in the Premises. A reduction in such equity resulting from a decrease in the
value of the Premises shall not be deemed to be a voluntary reducticn. The fee shall be calculated
at one percent (1%) of such voluntary reduction.

19.  Successors and Assigng, All rights herein granted to Lesseeshall also
apply to every successor and assign of Lessee and all rights herein granted to Lender shall also
apply 1o every successor and assign of Lender. All rights herein granted to any Holder of Lessee
shall also apply to any Holder of any successor or assign of Lessee.

20.  Notices. Any notices to be given under the Lease to the tenant thereunder
shall be given to Assignee at LHO Mission Bay Hotel, L.P., Attention; Michael D. Barnetlo,
220 East 42nd Street, New York, New York 10017.

SD\ 162810.10
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Any notice to be given to City, Assignee, Lender or Sublessee hereunder
shall be given in the manner set forth in the Lease and shall be effective as set forth therein when
given to the parties at the following addresses:

If to City: City Manager _
Attn: Real Estate Assets Manager
City Administration Building
202 C Street, MS-5B
San Diego, CA 92101-41535

Ifto Sublessee:  Pat Dyer, Esq.
‘ Westgroup San Diego Assaciates, Ltd,
25 Central Way, Suite 430
Kickiand, WA 98033

If to Manager: Pat Dyer, Esq.
Noble House San Diego, Ltd.
25 Central Way, Suite 430
Kirkland, WA 98033

21 Miscellaneous. The agreements contained herein shall be deemed to be
covenants running with the Premises and the Leasehold and shall be binding upon and shall inure
to the benefit of City and Assignee and their respective successors and assigns, and shall inure to
the benefit of Assignee and Lender and their respective successors and assigns. City understands
and acknowledges that Assignee relied upon this Cenificate in purchasing the Leasehold and
Lender is relying upon this Certificate in making the Loan. This Certificate may be signed in
counterparts, which taken together shall constitute a single document. Notice of acceptance of
this Certificate by Lender is waived. In the event of any conflict between the provisions of this
Certificate and the provisions of the Lease, this Certificate shall control.

This Certificate is executed as of the date and year first above written.

THE CITY OF SAN DIEGO

By:

Name: Jane E. Vickers
Title: Deputy Director of Real Estate
Assets Department

sDri162810.10
(03368.151654 -11-
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STATE OF CALIFORNIA )
) $8
COUNTY OF SAN DIEGO )
On , 1998, before me, Notary Public,

personally appeared

personally known to me

or
proved to me on the basis of satisfactory evidence
to be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to
me that he/she/they executed the same in his/her/their authorized capacity(ies), and that by

his/her/their signature(s) on the instrument the person(s), or the entity upon behalf of which the
person(s) acted, executed the instrument.

WITNESS my hand and official seal

- SIGNATURE OF NOTARY PUBLIC

(SEAL)

SD\I 162810.10
103368-152634 : -12-
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THAT PORTTON OF THE TIDE LANDS AND SUBMERGED OF FILLED LANDS OF FALSE BAY, ALSC
KNOWN AS MISSION BAY, IN THE CITY OF SAN DIEGO, COUNTY OF SAN DIEGO, STATE QF

CALIFORNIA, DESCRIBED AS FOLLOWS:

BEGINNING AT THE UNITED STATES COAST AND GEODETIC SURVEY TRIANGULATION STATION
"1OLD TOWN"; THENCE NORTH 2076.50 FEET; THENCE WEST 16,684.70 FEET TO POINT "A"
OF THTS DESCRIDTION, HAVING A NORTH AMERICAN DATUM OF 1983 VALUE OF NORTHING
1863490.33 AND EASTING 6257218.18; THENCE NORTH 67°00'21" EAST 28.32 FEET 70
POINT "2Z" OF THIS DESCRIPTION, HAVING A NORTH AMERICAN DATUM COF 1583 VALUE OF
NORTHING 1863501.40 AND EASTING 6257244.26; THENCE NORTH 1°19°'36" WEST 540.00
FEET TO. THE TRUE POINT OF BEGINNING; THENCE NORTH 88°40‘34" BAST 370.10 FEET TO
THE BEGINNING OF A TANGENT 100.00 FOOT RADIUS CURVE CONCAVE SOUTHEWESTERLY;
THENCE ALONG SAID CURVE SOUTHRASTERLY 157.08 FEET THRCUGH A CENTRAL ANGLE OF
90“00’00"; THENCE TANGENT TO SAID CURVE SOUTH 1°19/36" EAST 160.04 FEET TO THE

‘BEGINNMG OF A TANGENT 320 FOOT RADIUS CURVE CONCAVE NORTHEASTERLY; THENCE

ALONG SAID CURVE SOUTHEASTERLY 1071.57 FEET THROUGH AN ANGLE OF 191°S1‘49";
THENCE NORTH 81°03‘17" BAST 263.43 FEET; THENCE SOUTH 9740’52 EAST 439.37 FEET

TO THE BEGINNING OF A TANGENT 250.00 FOOT RADIUS CURVE CONCAVE WESTERLY; THENCE

ALONG SAID CURVE SOUTHERLY 171.42 FEET THROUGH A CENTRAL ANGLE OF 3%°17'09" TO
THE BEGINNING OF A REVERSE CURVE CONCAVE EASTERLY AND HAVING A RADIUS OF 150.00
FEET, A RADIAL LINE TO SAID CURVE BRARS SOUTH 60%23’'43" BAST; THENCE ALONG SAID
CURVE SOUTHERLY 157.04 FEET THROUGH A CENTRAL ANGLE OF 59°59'10"; THENCE SCUTH
1°14721" EAST 352.61 FEET TO THE BEGINNING OF TANGENT 40.00 FOOT RADIUS CURVE
CONCAVE NORTHWESTERLY; THENCE ALONG SAID CURVE SQUTHWESTERLY 62.70 FEET THROUGH
AN ANGLE OF 89°48°'S4"; THENCE TANGENT TO SAID CURVE SOUTH 88°34’33" WEST 853.30
FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE SOUTHEASTERLY AND HAVING A
RADIUS OF 100.00 PEET; THENCE ALONG SAID CURVE SCUTHWESTBRLY 157.97 FEET
THROUGH A CENTRAL ANGLE OF 50%18'11" TO A POIRT ON A 480.00 FOOT RADIUS CURVE
CONCAVE WESTERLY TO WHICH POINT A RADIAL LINE BEARS NORTH 88°16€'22" EBAST;
THENCE ALONG SAID CURVE SOUTHERLY 243.37 FEET THROUGH A CENTRAL ANGLE OF
29°03/02"; THENCE TANGENT TC SAID CURVE SOUTH 27°13°24" WEST 181.99 FRET;
THENCE NORTH 62°40'36" WEST S$55.00 FEET; THENCE NORTH 24°10°06" WEST 473.14
FEET; THENCE NORTH 204.14 FEET TO A POINT ON A 540.00 FOOT RADIUS CURVE,
CONCAVE EASTERLY WITH A RADIAL CENTER AT SAID POINT “Z", THE RADIUS OF WHICH
BEARS SOUTH 48°50’39" WEST; THENCE NORTHERLY ALONG SAID CURVE 1223.61 FEET
THROUGH AN ANGLE OF 129°49'45" TO THE TRUE POINT OF BEGINNING.
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{ dated December 2, 1996 between San Diego Princess Resorts and Web Se

Sub-Lessee/Concession Agreement dated June 1. 1996 berween San Diego Princess Resort and Resort and

Action Sports Rentals
rvice Co..
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HOTEL LIQUOR BLUSINESS
Purchase Agreement

This Hotel Liquor Business Purchase Agreement {the "Agreement") is made and entered into as of
the day of . 1998, by and among ("Seller"). and
WESTGROUP SAN DIEGO ASSOCIATES. LTD.. a California limited partnership ("Buyer").

RECITALS

A.  Seller is the owner of that certain [describe liquor licenses) {collectively. the "Liquor
License") issued by the Department of Alcoholic Beverage Control ("ABC") pursuait to the Alcoholic
Beverage Conrrol Act of California (Business and Professions Code Sections 23000-25762) for use at the
property commonily known as located at (the
"Hotel").

B. Seller is the owner of the liquor inventory (such inveniory being comprised of stock-in-
wrade and merchandise) located at the Hotel (the "Liquor lnventory™).

C. Subject to the terms and conditions set forth below, Buyer desires to purchase and acquire
from Seller. and Seller desires (o sell and convey to Buyer. the Liquor License and the Liquor Inventory.
The Liquor License and the Liquor Inventory. and the related liquor business at the Hotel. shall sometimes

be collectively be referred to as the “Liquor Business”.

D. and have entered into a Purchase Agreement dacted . 1998
(the "Purchase Agreement") the sale and purchase of the Property (as defined in the Purchase Agreement).
A copy of the Purchase Agreement is attached hereto as Exhihit "A", :

E. Capitalized terms not otherwise defined herein shall have the meaning given them in the
Purchase Agreement.

NOW. THEREFORE., in consideration of the foregoing and other good and valuable
consideration, the receipt and adequacy of which are hereby acknowledged. the parties hereto agree as

follows:

l. Purchase a g glse an MG . Subject 1o the terms and
conditions of this Agreement. Seller agrees to assign. transfer and detiver 1o Buyer, and Buyer agrees to
purchase and acquire from Seller the Liquor License and the Liquor Inventory. which. when an inventory
thereof shall have been taken pursuant o the terms hereof, shall be antached as Schedule 1.

2. Burchase Price.

A Purghase Price. Notwithstanding any terms conrained in the Purchase Agreement
to the contrary. the parties hereby agree that Dollars (3 ) of
the Purchase Price (as defined in the Purchase Agreement) for the Hotel shall be aflocated to the Liquor
Business and paid pursuant to the terms of this Agreement (the "Liquor Purchase Price").

EAS LADQCS\Z3IN97S 7 58842 OO 12/02/97 -1-
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. The Liquor Purchase Price shall be
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B. Allocagion of Liguor Purchiase Prics
allocated among the property related 1o the Liquor Business. as follows:

(1) 8 for the Liquor License

{ii) s for the Liquor Inventory

3. Pavment of Liquor Purchase Price. Upon the opening of the Liquor License Escrow.

Buyer shall deposit into the Escrow a demand promissory note in the amount of the Purchase Price in the
form attached hereto as Exhibit "B" (*Demand Note").

4. Opening of Fscrow.

A. Eaxecurion of Agreemens. Promptly after execution of this Agreement. Seller and
Buyer shall cooperate to cause the Liguor License Escrow to be opened for the consummation of the
transactions o be contemplated by this Agreement by delivering a fully executed copy of this Agreement
the Escrow Holder, and Buyer depositing the Purchase Price into the Liquor License Escrow. The Escrow

Holder shall notify Seller and Buyer in writing of the date of the opening of the Liquor License Escrow. - It
is the intention of the parties that this Agreement shall constitute instructions to the Escrow. Holder for the
Liquor License Escrow, but Seller and Buyer agree [o execute such additional escrow instructions as
Escrow Holder may reasonably require. consistent with the terms, conditions and provisions of this
Agreement and with the B & P Code (as defined below). The cost of the Escrow shall be allocated
between Buyer and Seller as provided in Section 13 hereof.

B. Holding in Escrow. The parties acknowledge that the terms and conditions of the
Liquor License Escrow shall be conducted under Sections 24049 and 24070-24082 of the Business &
Professions Code of California ("B & P Code"). and the Escrow Holder is hereby authorized and
instructed o publish and record all required notices, handle creditor claims and to obtain tax rejeases in
accordance therewith. The Escrow Holder is further hereby direcied to handle funds in the Liquor License
Escrow in accordance with Sections 24049 and 24070-24082 of the B & P Code.

C. Replacemens of Demand Note. Upon the Primary Closing (as defined below),

Buyer shall replace the Demand Note with an amount equal to the principal amount of the Demand Note in
cash or other immediately available an amount U.S. funds, at which time the Demand Note shall be
canceled and terminated and Escrow Holder shall return the original Demand Note to Buyer.

D. Close of Escrow. The Escrow shall close on the date the ABC issues the
permanent Liquor License to Buyer.

6. Seller's Representations and Warranties. Seller represents and warrants to Buyer that the

following statements are true. complete and accurate as of the date hereof and will be true. complete and
accurate as of the date of the Closing

A Seller has the legal power. right and authority to enter into this
Agreemenc and the instruments referenced herein. and to consummate the transaction contemplated
hereby.

B. All requisice action (corporate,  trust. partnership or otherwise) has been

taken by Seller in connection with entering into this Agreement. the instruments referenced herein. and the
consummation of (he transaction contemplated hereby.

EAS LADOCN\ZIINYTS 7 SHua (N 12/02/97 -2-
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C. The individuals executing this Agreement and the instruments referenced

herew on behalt of Seller have the 1

conditions hereof and thereof.

7. van i

ordinary course of the Liquor Bu
of Buyer. convey any interest in
Liquor License or the Liquor lav

B.
delinquency. all expe
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necessary documents, and delivering
issuance of a temporary or permanent Liquor License to
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siness and consistent with past pract
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egal power, right and acrual authority to bind Seller to the terms and

rs. Seller will not. except for transactions conducted by it in the

A .N.Q_I.Lanifs_;

ices. without the prior written consent

the Liquor License or the Liquor [nvencory. and Seller will not subject the

entory 1o any additional encumbrances. covenants. congditions. or similar
marters after the date of this Agreement, which will not be eliminated prior to Closing.

. Seller shall. unless disputed in good faith. pay. prior to

f the Liquor Business.

nses and trade payables rclated to the Liquor License or Liquor Inventory relating 1o

: . Seller shall, at no cost or expense to Seller (except
as provided in this Agreement) cooperate and assist Buyer and Escrow Holder in obtaining the wransfer of
the Liquor License. including, but not limited to attending any meetings with the ABC. filing any

Seller's Liquor License to the ABC as and when required for the
Buyer pursuant to the terms hereof.

. jes an . Buyer represents and warrants o
Seller that the following statements are true. compliete and accurace as of the date of this Agreement and
will be rrue, complete and accurate as of the Closing:

A, Power. Buyer has the legal power. right and authority to enter into this
Agreement and the instruments referenced herein. and to consummate the ransaction contemplated

hereby.

B. Requisite Action. All requisite action (corporate. trust. parwership or ctherwise)
has been taken by Buyer in connection with entering into this Agreement and the instruments referenced
herein. and the consummation of the transactions contemplated hereby.

C. Auchority. The individuals executing this Agreement and the instruments
referenced herein on behalf of Buyer have the legal power. righr and acrual authority to bind Buyer to the
terms and conditions hereof and thereof.

D. No Natice. Buyer is not aware of any facts or circumstances which would
provide a basis for denial of Buyer's application for transfer of the Liquor Licenses.

E. Payment of Expenses. Buyer shall pay. as and when due. any and all expenses
and trade payables related to the Liquor Business which relate to the period of Buyer's operation of the
Liquor Business. whether after the Closing (or sooner in the event Buyer operates the Liquor Business
pursuant fo a femporary permit issyed by the ABC in accordance with and subject to the provisions of

Section 10 hereof).
9. iverie
A, Deljveries by Seller. Seller hereby covenants and agrees to deliver or cause (o be

deliver_ed to the Escrow Holder on or prior to Closing the following instruments, documents. and funds.
the delivery of each of which shall be a condition to Closing:

EAS LADQCS\2338975 7 SR842 O 12/02/97
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) Bill of Sale. A 'Bill of Sale” duly executed by Seller. in favor of Buyer

duly transferring to Buyer ail of Seller’s right. title and interest in and to the Liquor License and the
Liquor Inventory, free and clear of all liens. encumbrances and adverse claims. The Bill of Sale shall be
substantially in the form of, and upon the terms contained in. Exhihit "C" antached hereto.

(ii) Addirional Documents. Any additional documents or instruiments
reasonably required to effect this Closing and the transaction contemplated under this Agreement.

(i)  Supplemental Funds. Any additional funds requesied by Escrow Holder
sufficient to pay all fees and costs allocated to Seller pursuant to this Agreement.

B. Deliveries by Buyer. Buyer hereby covenants and agrees (o deliver or cause 10 be
delivered to the Escrow Holder on or prior to Closing the following funds. documents and instruments. the

delivery of each of which shall be a candition to closing:

(i) Liguor Purchase Price. Buyer shall have paid the Liguor Purchase Price
pursuant ro Section 3 and 4(C) of this Agreement.

(ii) Additional Documents. Any additional documents or instruments

reasonably required to effectuate Closing and the transaction contemplated under this Agreement.

(iii) Supplemeanral Funds. Any additional funds requested by Escrow Holder
sufficient o pay all fees and costs allocated 1o Buyer pursuant o this Agreement.

10.  Conditigus ip Closing.

A Conditions Precedenr 1o Buyer's Obligations. The Closing and Buyer's
obligations with respect to the purchase of the Liquor Business are subject to the satisfaction, not later than
the Closing. of the following conditions precedent. and the obligations of the parties with respect (o such
conditions precedent are as follows:

1Y) Completign of Primary Closing. The Primary Closing shall have

occurred.

duly performed in all material respects each and every agreement to be performed by Seller hereunder and
Seller's represeniations and warranties and covenants. as set forth in Sections 6 and 7 shall be true.
accurate and correct in all marterial respects as of the Closing.

. (i)  Delivery of Documents. Seller shall have delivered or caused to be
delivered {0 Buyer. the documents listed in Section 9.

: (iv)  Liquor License. The ABC shall have approved the transfer of the Liquor
License to Buyer. )

(v) Eserow. All actions required in connection with the Liquor License
Escrow as provided in this Agreement shall have been satisfied.

The conditions set forth in this Section 10 are soleiy for the benefit of Buyer and may be
waived only by Buyer; pravided. however. Buyer may not waive the condition 1o Closing set forth in
S_e;ﬂnn_mAﬂ!Lau_d_mm Buyer shall at all times have the right to waive any condition, other than the
condition set forth in Section 10A(iy) and 10A(v). and any such waiver or waivers shall be in writing, To
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fically waives in writing the satisfaction of the condilfior! precedent he{eunder
(including. without limitation. Seller’s disclosure of information ac variance with its representations and
warranties contained herein) and Buyer proceeds 10 Closing. Seller shall be relieved from further liability
to Buyer with respect (o the subject matter specifically set forth in such written u_:a_iver by .Buyer as of the
Closing. All disapprovals given by Buyer under this Section 104 shall be in writing. bjlenther Buyer nor
Seller shall act or fail ro act for the purpose of permirting or causing any condition to fail.

the extent the Buyer speci

B ligazion. The Closing and Seller’s obligations

with respect to the sale of the Liquor Business are subject to the satisfaction. not later than the Cl'osing of
the following conditions precedents, and the obiigations of the parties with respect t0 such conditions

precedent ar¢ as follows:

(i) Complesion of Primary Closing. The Primary Closing shall have

LU

occurred.

(i) Payment of Liquor Purchase Price. Buyer's shall have paid the Liguor
Purchase Price in accordance with the provisions of Section 3 and 4C hereof. :

(iii) gr. Buyer shall have

duly performed in all material respects each and every agreement to be performed by Buyer hereunder and
Buyer's representations and warranties and covenants. as set forth in Section 8 shall be true. accurate and
correct in all material respects as of the Closing.

(iv) Delivery of Dacuments. Buyer shali have delivered or caused (o be
delivered to Buyer. the documents listed in Section 9.

.
DLESCILALIGL [} rheie

v) Liquor Licenses. The ABC shall have approved the transfer of the
Liquor License wo Buyer.

(vi)  Escrow. All actions required in connection with the Liquor License
Escrow as provided in Section 4 of this Agreement shall have been satisfied.

The conditions set forth in this Section 10B are solely for the benefit of Seller and may be
waived only by Seller; provided. however. Seller may not waive the condition o Closing set forth in
Section 10B(v) and 10B(yi). Seller shall a all times have the right o waive any condition. other than the
condition set forth in Sections 10B(v) and 10B(vi). and any such waiver or waivers shall be in writing.

To the extemt Seller specifically waives in writing the satisfaction of the condition precedem hereunder
(including. without limitation. the Buyer's disclosure of information at variance with its representations and
warranties contained herein) and Seiler proceeds to Closing. the Buyer shall be relieved from further
liability to Seller with respect to the subject matter specifically set forth in such written waiver by Seller as
of the Closing. All disapprovals given by Seller under this Section 10B shall be in writing. Neither the
Buyer nor Seller shall act or fail to act for the purpose of permitting or causing any condition to fail.

C. Failure of Conditions to Close of Liquor License Escrow. [n the event the
conditions set forth in Section 10A(D, 10AGv). 10a(v), 108, 10B(iii) or 10B(iy) are not timely satisfied

(such satisfaction (o include a failure to disapprove) or waived for a reason other than the default of Buyer
or Seller under this Agreement: or the Escrow Agent receives evidence that the Purchase Agreement has
been rerminated for a reason other than the default of Buyer or Seller chereunder. then.

. (i) The Liquor License Escrow shall terminate and the rights and obligations
of Buyer and Seller shall terminate. except as otherwise provided herein; and

EAS LADOCS\ZIZNYTE 7 58842 G 12102147 -5~
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(if} The Escrow Holder shail promptly return to Buyer and Seller all funds
and documents deposited by them, respectively. ino the Liquor License Escrow which are held by Escrow

Holder on the dare of said lermination.

(i) In the event the Primary Closing has occurred. but as of the date thereof.
Buyer has not obtained cither a temporary Liquor License as provided in Sectipn 10D (i) hereof or the
approval of the ABC to the wransfer of the Liquor License. Seller and Buyer shall enter into an agreement
in form and substance mutually satisfactory to Buyer and Seller under which Seller 'shall continue ©
conduct the Liquor Business in the ordinary course of business consistent with past practice: provided. tha
from the date of the Primary Closing to the earlier of (a) the date of the issuance of a temporary Liquor
License as provided in Section 10D(ii) hereof. or (b) the approval of the ABC to the ransfer of the Liquor
Licenses. any profit or loss with respect to the conduct of the Liquor Business shall be solely for the
account of Seller. Buyer agrees to use its best efforts o obtain a temporary Liquor License if the Primary
Closing will occur before the approval of the ABC for the transfer of the Liquor License.

(ii) Notwithstanding the foregoing, Buyer's right to obtain a temporary
Liquor License shall arise only in the event the Primary Closing has occurred but the approval by
the ABC of the transfer of the Liquor License and the Liquor License Escrow Closiug has not
occurred and only in the event that Buyer and Seller have entered into a mutually acceptable
agreement with respect to Buyer's aperation of the Liquor Business under the temporary Ligquor

License.

E. Lig snse Fg Capcellation Fees and Expenses. In the event the Liquor
License Escrow terminates because of the nonsatisfaction of any conditions for a reason other than default
of Buyer or Seller under this Agreement. the cancellation charges required w be paid by and to the Escrow
Holder shall be borne one-half (%) by Buyer and one-half (1) by Seller and all other charges shall be
borne by the party incurring the same.

11 Close of Liquor Licanse Transfer. The parties intend the Closing to occur on or about the

date of the Primary Closing. or as soon as practicable thereafter. The Closing shall have occurred when
all of the outstanding conditions precedent o the Close of the Liquor License Escrow set forth in
Section_1 have occurred. and when the Escrow Holder has taken all actions as provided in Section 12
below.

Aclions b ow Holder. At the Closing. Buyer and Seller

12. CSCrow n0lg
ly underiake all of the following in the manner hereinbelow

shall instruct the Escrow Holder to prompt
indicated:

A. Fees. Casts and Taxes. Disburse funds to pay all fees, costs and taxes in
connecrion with the transfer of the Liquor Licenses in accordance with Saction 13 below.

. B. Disbursements {0 Seller. The Escrow Holder shall disburse the Liquor Purchase
zll-lcg. less the costs and expenses atributable wo Seller as described herein. to Seller promptly upon
osing.

C. Diszribution of Documents 1o Buver and Setler. Distribute to Buyer (with copies
to Seller) the documents described in Section 9, including the fully executed original of the Bill of Sale.
the documents provided by the ABC and any other documents (or copies thereof) deposited into the Liquor
License Escrow by Seller pursuant to this Agreement.

EAS LADOCS\I3INGTS 7 S5442 04 {20039 -6~
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Seller shall pay through escrow (a) all transfer, sales. use and gross receipts taxes
if exempt. provide such resale certificates or other

r is exempt from any such 1ax or taxes), (b) one-haif (12)
of all Liquor License Escrow fees and costs, and (c) all claims of bona fide creditors of Seller who file
claims against the Liquor License Escrow with the Escrow Hoider.

A.
related to the transter of the Liquor Business {or
documents necessary to evidence thar the transfe

B. Buyer shall pay through escrow (a) one-half (‘%) of all Liquor License Escrow
fees and costs. and (b) all other fees and costs associated with obtaining the approval of the ABC and the

transfer of the Liquor License from Seller to Buyer.

Delivariss er 1) iquar | jcense ow . Seller hereby covenants and
agrees to deliver fo Buyer. an update o the schedule of Liquor Inventory. attached hereto as Scheduje |.
through the day of the close of the transaction under the Purchase Agreement. The parties agree to
comply with the provisions of the Purchase Agreement with regard to the taking and timing of such
inventories of the Liquor lnventory and Personal Property as are contemplated therein,

oM - DO 0 0

15. Prorations. Any prorations of expenses percaining to the Liquor Business not explicitly set
forth in Section 13 above shall be determined pursuant to the terms of the Purchase Agresment.

16.  lndemnificarion Provisions.

A. Buyer's Indemnificarion. Buyer agrees 1o indemnify. protect. defend and hold
harmless Seller. its partners, joint venturers. shareholders. officers. directors. agenis and employees from

and against. and in respect of any and all claims, losses, expenses. obligations. liabilities. costs. damages.
recoveries and deficiencies including interest penalties and all reasonable antorneys’ fees and costs (the
"Buver's Claims") which they may incur by reason of Buyer's breach of or failure to perform any of its
representations. warranties, COvenants. or agreements contained in this Agreement or in any schedule.
cerrificate. exhibit or other instrument (o be furnished by buyer under this Agreemens: and from and
against any and all acts or omissions to act with respect to Buyer from and after the Closing Date or any
carlier date buyer operates the Liquor Business prior to the Closing Date pursuant to the applicable
provisions of this Agreement. including. without limitation, Section 10D hereof.

B. Seller's Indemnification. Seller shall indemnify. protect. defend and hold
harmless Buyer. its affiliates and each their respective partners. joint venturers, shareholders. officers.
directors. agents and employees from and against. and in respect of any and all claims, demands losses.
expenses. obligarions. liabilities. costs. damages, recoveries and deficiencies including interest penalties
and all reasonable atorneys' fees and costs (the "Seller's Claims") which they may incur by reason of
Seller's breach of or failure to perform any of its representations, warranties. covenants, or agreements
conained in this Agreement or in any schedule, certificate. exhibit or other instrument to be furnished by
buyer under this Agreement: and from and against any and all acts ot omissions to act with respect to
Seller and the Liquor Business for the period of Seller's operation of the Liquor Business.

. 17. Notices. All notices or other comumunications required or permitted hereunder shall be
provided in the manner set forth in the Purchase Agreement.

18. Assignment. Except as otherwise provided herein. neither Buyer nor Seller shall assign,
wansfer or convey any of their respective rights or obligations hereunder withour the prior written consent
of the other party.

‘ 19. Dafinitions as Used Hergin. The following terms shall have the meaning set forth below:

EAS LADGCS\ZAINNTS 7 SHHE2 0001 12002097 -7~
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“Closing” shall mean the actions of the Escrow Holder 10 carry out the instructions
provided in Section 12 after all conditions precedent o the close of the Liquor License Escrow as set forth

in Section 10 have occurred.
"Escrow Holdar" means Mission Valley Escrow Company.

"Liquor License Fscrow" means the escrow opened with the Escrow Holder for the

consummation of the purchase and sale of the Liquor Business. which shall be closed when all of the
conditions to the Liquor License Escrow Closing have been satisfied and the ABC has approved the

transfer of the Liquor License to Buyer.

"Primary Closing" means the closing of the transaction contemplated under the Purchase
Agreement.

"Title Company” shall mean . which is the holder of the
escrow established for the consummation of the transaction under the Purchase Agreement.

20, iscellan

A " Partial Iovalidity. If any term or provision of this Agreement or the application
thereof to any person or circumstance shall. to any extent. be invalid or unenforceable. the remainder of
this Agreement, or the application of such term or provision io persons or circumstances other than those
as to which it is held invalid or unenforceable. shall not be affected thereby, and each such term and
provision of this Agreement shall be valid and be enforced to the fullest extent permitted by law.

B. Waivers. No waiver of any breach of any covenant or provision herein contained
shall be deemed a waiver of any preceding or succeeding breach thereof. or of any other covenant or
provision herein contained. No extension of time for performance of any obligation or act shall be deemed
an extension of the time for performance of any other obtigarion or act.

. C. Successors and Assigns. This Agreement shall be binding upon and shall inure to
the benefit of the permitted successors and assigns of the parties hereto. Norwithstanding the foregoing. no
assignment shall be permitted by either party except in accordance with Section 18 hereof.

D. Entirs Agreement. This Agreement constitutes the entire agreement between the
parties pertaining to the subject matter comained in it and supersedes all prior and contemporaneous
agreements, representations and undersiandings of the parties: and may not be modified. changed.
supplemented or terminated. nor may any obligations hereunder be waived, except by written instrument
signed by the party to be charged or by its agent duly authorized in writing or as otherwise expressly
permitted herein. The parties do not intend to confer any benefit hereunder on any person. firm or
corporation other than the parties hereto. To the extent that this Agreement is inconsistent with the terms of
the Purchase Agreement, the terms of this Agreement shall control.

E. Time of Essence. Buyer and Seller hereby acknowledge and agree that time is
- strictly of the essence with respect to each and every term, condition. obligation and provision hereof and
that failure to rimely perform any of the terms. conditions, obligations or provisions hereof by either party
shall constitute a material breach of and a non-curable (but waivable) default under this Agreement by the
party so failing to perform.

F. Governing Law. The parties hereto expressly agree thai this Agreement shall be
governed by, interpreted under. and construed and enforced in accordance with the laws of the Staze of

California.

EAS LADOCUS\ZIINGTS 7 S8N42 OOD] 12712197 -8-
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G Counterparts. This Agreement may be executed in (wo counterparts. each of
which shall constitute an original and all of which taken together shall constiture a single document.

H. Auorpey's Fees Clause.

(i) If any legal action or proceeding is brought for the enforcement of this
Agreement or because of an alleged dispute. breach. default or misrepresentation connection with any of
the provisions of this Agreement the prevailing party or parties shall be enticled to recover reasonable
atorney's fees and other costs incurred in thar action or proceeding. in addition to any other relief 10 which

it or they may be entitled.

(ii) Attorney's fees incurred by a party to this Agreement in enforcing any
judgment or any action brought to resolve any controversy arising under this Agreement, 10 enforce any of
its terms or for the breach of this Agreement. shall be recoverable by the prevailing party. Such right to
recover post judgment attorney's fees shall be separate and distinct from the right to recover attorney's
fees pursuanc to Section 20H(i). Provisions of this Section 20H(i) shall be severable from all other

provisions of this Agreement, and shall survive any judgment and shall not be deemed merged into any
Judgment.

Ak L | 1 QL ETEUDINATY Mall = _aliy % '_!,, | -t 1
Preliminary Statement set forth in the introductory Sections hereof and all exhibits. schedules. instruments
and documenrs which are attached to this Agreement are incorporated herein by this reference and made a
part hereof.

K. Counterparts. This Agreement may be executed in two or more counterparts,
each of which shall constitute an original and all of which taken together shall constitute a single document.
a signature by either party delivered by facsimile shall be deemed an original and binding signature.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date .
and year written above.

BUYER:

SELLER:

EAS LADOCS\2)38978 7 58842 00} 1241297 -9-
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Exhibit 2

Purchase Agreement
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Exhibit B
DEMAND NOTE
. 1998

The undersigned, {"Maker") promises o pay. in connection with
Escrow No. (the "Escrow"). held ar Mission Valley Escrow Company (" Escrow
Holder"). up to (3 ) on valid demand made by Escrow Holder prior to the termination of the
Escrow. for tire transfer of [describe license] and the related liquor inventory (the "License™). No interest

shall accrue on the principal amount of this Note.

Demands shall be made, pursuant to California Business and Professions Code 24074 and Uniform
Commercial Code Article 6. only on account of claims against Seller for the premises at 85 anxh Street.

San Francisco. California 94103.

Payment shall be made in lawful money of the United States of America upon valid demand. into
the Escrow.

When the Escrow is terminated, whether by withdrawal of Maker's application to transfer the
License or by the issuance of the License to Maker. this Note shall be immediately canceled and rewrned

o Maker ar the above address.

This Note has been deliverad in the State of California and is to be governed by and construed in
accordance with the laws of the State of California.

IN WITNESS WHEREOF. Maker has executed this Note as of the date first written above,

MAKER:

EAS LADOCSI2I3%97E 7 SEI43 (i1l 12/02/97
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Exhihit C
BILL OF SALE

a ("Seller”). for and in consideration of

(S ) given by ("Buyer”). the receipt of
which is hereby acknowledged. does hereby grant, bargain. sell. assign. transfer and set over to Buyer. its
successors and assigns. all of its right, title and interest in and to the Liquor License and Liquor Inventory
as described in that certain Hotel Liquor Business Purchase Agreement between Seller and Buyer dated

. free and clear of all liens. encumbrances and adverse claims. This Bill of Sale

shall be binding upon and inure to the benefit of the successors and assigns of Seller and Buyer. This Bill
of Sale shall be governed by and construed in accordance with the laws of the State of California.

IN WITNESS WHEREOF. Seller has execuied this Bill of Sale and delivered it to Buyer as of this
“ day of . 1998, '

SELLER:

BUYER:

EAS LADOCN\2I3N9TS 7 SBRAD in)| [ 202097
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LIST OF SERVICE CONTRACTS
Software License Agreement {undated) between Adaco Services. Inc. and San Diego Princess Resort

Annual Plan Agreement dated February 17. 1997 berween AirTouch Cellular and San Diego Princess
Resert

Hotel/Motel Music Performance Agreement dated February 27. 1993 between BMI and VVH Resort. Lid.

Agreement berween Basic System Services, Inc. and San Diego Princess Resort (relating to month-to-
month maintenance on computer hardware and software)

Agreement for Use of Electronic Fund Transfer dated June 21, 1994 between BayNet Area Bank and Bay
Area Bank and San Diego Princess Resor(

Tradeout Agreement between San Diegd Princess Resort and Carpenter Decorating Company pursuant to
the terms of a letter dated May 30, 1997 from San Diego Princess Resort to Glenn Miesch of Lights for

All Seasons/Carpenter Decorating.

Trade Agreement dated October 22, 1996 between San Diego Princess Resort and Custom Business
Solutions. Inc.

Electronic Kiosk Display Site Agreement dated May 21, 1996 between Certified Folder Display Service.
Inc. and Location Management

Trade Agreement dated February 1, 1997 between San Diego Princess Resort and Coast United
Advertising

Agreement dated March 30, 1994 berween Coca Cola Bouling Company of San Diego and San Diego
Princess Hotel

Agreement (undared) between Comcast Sound Communications, Inc. and San Diego Princess Hotel
Maintenance Agreement dated June 5, 1996 hetween Continenta) Service and San Diego Princess Resort

Mainrenance Agreement dated July 1. 1996 between Minolta Business Systems, Inc. and San Diego
Princess Resort

Annual Hardware and Software Agreement (undaced) berween Custoin Business Solutions. Inc. and
(unnamed)

Pay Phone Royalty Agreemenr dated August 18. 1993 berween Dillon Telephone Company. Inc. and San
Diego Princess Resort ,

Leter Agreement (and Memorandum) dated Ociober 14, 1996 between Ecolab. Inc. and San Diego
Princess Resort

Concession Agreenient dated March 1 1998 between San Diego Princess Resort and Espresso Too, Larry
Messina,

EAS LADOCS\LIINYTS 7 supd2 G001 12/02/97 -1-
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Sales Representation Agreement dated May 12. 1997 between The Hyland Group and San Diego Princess
Service Agreement dated March 22, 1996 berween Johnny Valet. Inc. and San Diego Princess Resort

installation & Service Agreement for Coin Operated Equipment dated April 30, 1998 berween Newport
Diversified Inc.. dba San Diego Games and San Diego Princess Resorts

Trade Agreement dated May 28, 1996 berween San Diego Princess Resort and Jacor Communications

Maintenance Agreement (undated) with Kronos (Expires 6/4/98).
Agreememnt dated March, 1992 berween Laidlaw Waste Systems and San Diego Princess Resort

Audio/Visual Service Agreement dated June 30, 1996 between Meeting Services. Inc. and San Diego
Princess Resort; Agreement pursuant to leter agreement dated January 14. [997 from Thomas Vincent to
Brent Erwood. Esq. of HSBC Business Loans. Inc. regarding equipment owned by Meeting Services. Inc.

Agreement dated January 15. 1996 between San Diego Princess Resort and Mission Linen Supply of
Oceanside

Rental Service Agreememnt dated July 15, 1996 between Mission Uniform Service and San Diego Princess
Resort

Music Services Agreement daied September 26, 1995 between Muzak Limited 'Partnership and San Diego
Princess Resort

Agreement (undated) berween National Guest Systems Corporations and The San Diego Princess

Maintenance Service Agreement dated January 24, 1996 between NEC Business Communications Systems
(West), Inc.

Medical and Hospital Subscriber Agreement dated December 1, 1996 between Pacificare, Ine. and San
Diego Princess Resort

Member Service Agreement dated October 31. 1996 between Servicios Medicos Inrernacionales S.M.I.
and San Diego Princess Resort,

Computer Hardware Purchase Agreement and Sofrware License berween Springer-Miller Systems. Inc.
and San Diego Princess '

Agreement dated January 18, 1998 berween Leitngton Serivce Corporation and San Diego Princess Resort

Agreement dated May 24, 1992 and May 1. 1996 between Jim & Inge's Window Cleaning Service and
San Diego Princess Resort

Volume Ticket Agreement (undated) between Zoclogical Saciery of 'San Diego and San Diego Princess
Resort

Sprint Telecommunications Services Agreement dated November 15, 1996 between Sprint
Communications Company L.P. and San Diego Princess Resort

EAS LADOUSAZIINGTS 7 SR842 0001 12/02/97 ' -2-
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Agreement dated September 13. 1996 between Sprint Communications Company L.P. and Princess
Cruises

Merchant Credit Card Agreement dated June 7. 1995 berween First USA Merchant Services. Inc. and
VVH Resorts Lud. :

Service Agreement dated June 10, 1997 between USA Communications and San Diego Princess Cruise

Resort

Agreement (undated) berween San Diego Fitness Equipment Repair and San Diego Princess Resott

Agreement with CAM Data re: maintenance of gift shop cash register. inventory system ( No copy
available)

Agreement with Mobile Com re: maintenance of alpha-numeric pagers (no copy availabie)

Service Agreement dated November (7, 1992 bewween Digital Hold (formerly known as AdTech. Inc.)
and San Diego Princess

Agreement dated May 19. 1992 berween Wells Fargo Alarm Services and San Diego Princess Resort
Agreement dated March 25. 1983 between The Vault and Vacation Village
Agreement dated April 25. 1996 between Merkel & Associates. Inc. and San Diego Princess Resort

Maintenance Agreement dated December 12. 1995 between Atlas Tree Service and San Diego Princess
Resorts

Software Mainwenance & Technical Support Agreement between Telsfor Solutions. Inc. (call accounting
system) and San Diego Princess Resort

Agreement for Spectravision Pay Per View Movies and other services and Spectravision Free-to-Guest
Satellite Television Services, Modified 12/18/97 (0 Extend Original Agreement to 6/30/98

Scaworld of California Net Rate Agreement Dated December 10. 1997.

Trade Agreement dated March 3. 1998 between Creative Promotions, Inc. and San Diego Princess Resort
Trade Agreement dated March 16, 1998 betw;een Ahntech. In¢. and San Diego Princess Resort

Trade Agreement dated March 9. 1998 becween Kearny Electric Supply and San Diego Princess Resort
Advertising Agreement between San Diego Business Journal and San Diego Princess Resort

Adveruising Agreement between Successful Meetings and San Diego Princess Resort

Advertising Agreement between Hotel & Travel Index and San Diego Princess Resort

EAS LADOCS\2338978 7 SHKS2 (001 12402797 -3-
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To inform ("Transferee"), that withholding of rax
under Section 1445 of the Internal Revenue Code of 1986, as amended ("Cede") will not be required upon

the transfer of certain real property to the Transferec by ("Transteror”). the
undersigned hereby certifies the following on behalf of the Transferor:

A. That Transferor is a United States person and is not a foreign person. foreign
corporation, foreign partnership, foreign trust. or foreign estate (as those terms are defined in the Code
and the [ncome Tax Regulations promulgated chereunder):

B. The Transferor's U.S. employer identification nurnber is :
and

C. The Transferor's office address is

The Transferor understands thar this Certification may be disclosed to the Internal
Revenue Service by the Transferee and that any false stacement contained herein could be punished by
fine. imprisonment. or both.

Under penalty of perjury [ declare that I have examined this Certification and to the best
-of my knowledge and belief it is true, correct and complete. and I further declare that I have authority to
sign this documenr on behalf of the Transferor.

Date:
“Transferor"

By:
Name:
Lis:

EAS LADOCSQIINGTS 7 58842 000L 12/02/97 : -1=-
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San Diego Princess Management Corp. :
1404 West Vacation Road :
San Diego, California 92109-7994

Date of end of field work, but not later than 60 days after closing

KPMG Peat Marwick
303 East Wacker Drive
Chicago, Illinois 60601

Ladies and Gentlemen:

We are providing this letter in connection with your audits of the balance sheass of VVH Resorts
Ltd. (the Company) as of December 31, 1997 and 1996 and the related statements of operations,
owners’ equity, and cash flows for each of the years in the three-year period ended December 31,
1997 for the purpose of expressing an opinion s o whether these finanicial statements present
fairly, in all material respects, the financial position of VVH Resorts Ltd., and the results of its
operations, and its cash flows in conformity with generally accepted accounting principles. The
representations contained in this letter are made to KPMG Peat Marwick LLP and not 10 any
buyer of the assets of VVH Resorts Ltd. or any other third party. In connection therewith, we
confirm 10 the bast of our knowledge and belief, the following reprasentations:

1. We have made available to you all financial records and data of the Company.

2. We have made available to you all minutes of mestings of slo;kholders. directors, committees
. of directors, or summaries of recent meetings for which minutes have not yet been prepared.

3. We arp not aware of any: ‘
(A)  Fraud involving any member of management or employees that could have a raierially
adverse effect on the statements of operations, '
- (B) Notices of violations of laws or regulations, the effect of which should be coasidered
‘ for disclosuce in the financial statements or 45 a basis for recording a loss contingency,
(C)  Matesin] liabilitiey, inctuding unasserted claims, assesaments or litigation that our -
lawyer has advised us are probable of assertion, gain or loss contingencies, oral or
written guaranees that are required to ba but have not been ‘sccrued or disclosed to

(D)  Material events thas have oscurred subsequent to December 31, 1997 and through the
date of this letter that would require material adjusiment to the statements of
operations. _ .

4. The Company has complied with all material aspects of contractual Egreemenfs that would
have a material effect on the statements of operations in the event of non-compliance.

5. Significant estimates have been properly disclosed in the financial statements or 10 you.



08/2179% 1‘!}1“,.10:.31 FAZ 7313 884 oc‘ -

L4 .
1
A

UTE, 25,1993 10:40AK . BROWN & WO00D L U100

L7 mway

-y

6. The following information about financial instruments with off-balance-sheet risk and finangial
instruments with concentrations of credit risk has been properly di{doad in the finaneial
statements .

(A) Extent, nature and terms of financial instruments with off-balance shee risk;,

(8) The amount of credit risk of financial instruments with off-balance-sheet credit risk
and information about the collateral supperting such financial instruments; and

(©)  Significant concemrations of credit risk arising from all financial instruments and
isformation about the collateral supporting such fiancial instruments.

7. The amounts disclosed 10 you represent the Company's best estimate of the fair value of
financial instruments required to be disclosed under SFAS No. 107.

8. All significant payments to affiliated companies have been properly recorded in the financial
statements or disclosed to you.

We acknowledge that the Company historically prepares and presents financial statements
including the results of operations in conformity with generally accepted accounting principles of
the United Kingdom. We have to the best of our knowledge and belief, without extensive
research, made you aware of any adjustments required to convert such financial statements to
generally accepted accounting principles of the U.S. We are not aware of any matenial
adjustments required 10 the balance shests of VVH Resorts Lid. as of December 31, 1997 and
1996 and the related statements of operations, owners’ equity, and cash flows for each of the
years in the three-year period ended December 31, 1997 or the unaudited interim financial
information accompanying the financial statements which would be required to present such
audited financial statements or unaudited interim financial statements in conformity with generally
accepted accounting principles except as disclosed to you.

" lI

Chief Executive Officer | Chief Financial Officer

h
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SCHEDULE 4.1.4.1
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SCHEDULE 4.1.4.2
DEFAULTS UNDER LEASES

None
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SCHEDULE 4.1.4.3

DEEAULTS UNDER GROUND LEASE

None
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SCHEDULE 4.1.4.4
AGREEMENTS BINDING ON RUYER

Sub-Lessee/Concession Agreement dated June 1. 1996 berween San Die‘gg Princess Resort and Resort and
Action Sports Rentals

Sofrware License Agreement (undated) berween Adaco Services, Inc. and San Diego Princess Resort

Annual Plan Agreement dated February 17. 1997 between AirTouch Cellular and Sen Diego Princes
Resort

Hotel/Motel Music Performance Agreemen: daced February 27, 1995 beiween BMI and VVH Resort. L.

Agreement for Use of Electronic Fund Transfer dated June 21. 1994 between BayNet Area Bank and Bay
Area Bank and San Diego Princess Resort

Tradeout Agreement berween San Diego Princess Resort and Carpenter Decorating Company pursuant to
the terms of a letter dated May 30, 1997 from San Diego Princess Resort 1o Glenn Miesch of Lights for

All Seasons/Carpenter Decorating.

Trade Agreement dated October 22, 1996 berween San Diego Princess Resort and Custom Business
Solutions. Inc.

Electronic Kiosk Display Site Agreement dated May 21. 1996 between Certified Folder Display Service.
Inc. and Location Management

Trade Agreement dated February 1. 1997 berween San Diego Princess Resort and Coast United
Advertising

Agréement (undaced) between Comcast Sound Communications, Ine. and San Diego Princess Hotel

Maintenance Agreement dated June [. 1996 between Minolta Business Systems. Inc. and San Diego
Princess Resort

Annual Hardware and Software Agreement (undated) between Custom Business Solutions. Inc. and
{unnamed)

Letter Agreement (and Memorandum) dated October 14. 1996 between Ecolab. Inc. and San Diego
Princess Resort

GMAC Lease Agreement for 1997 Cadillac Concours berween Marvin K. Brown Auto Center. Inc. and
San Diego Princess Managemenr Corp. '

Sales Representation Agreement dated May 12. 1997 between The Hyland Group and San Diego Princess

Installation & Service Agreement for Coin Operated Equipment dated April 30. 1998 between Newport
Diversified. lnc.. dba San Diego Games and San Diego Princess Resorts

Trade Agreement dated May 28, 1996 berween San Diego Princess Resort and facor Communications.

Maintenance Agreement (undated) with Kronos
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Agreement dated March. 1992 between Laidlaw Waste Systems and San Diego Princess Resort

Audio/Visual Service Agreemens dated June 30. 1996 berween Meeting Services, Inc. and San Di}ego
Princess Resort; Agreement pursuant 1o letter agreement dated January 14, 1997 from Thomas Vincent 1o

Bremt Erwood, Esq. of HSBC Business Loans. Inc. regarding equipmenr owned by Meeting Services. Inc.

Agreement dated January 15. 1996 between San Diego Princess Resort and Mission Linen Supply of

Qceanside

Rental Service Agreement dated July 15, 1996 berween Mission Uniform Service and San Diego Princess
Resort

Music Services Agreement dated September 26, 1995 between Muzak Limited Parmership and San Diega
Princess Resort

Agreement (undated) between National Guest Systems Corporations and The San Diego Princess

Maintenance Service Agreement dated January 24. 1996 berween NEC Business Commuuications Systems
(West), Inc.

Medical and Hospiial Subscriber Agreement dated Decernber 1, 1996 berween Pacificare. Inc. and San
Diego Princess Resout

Computer Hardware Purchase Agreement and Software License berween Springer-Miller Systems. Inc.
and San Diego Princess

Agreement dated January 8. 1998 between Lexington Service Corporation and San Diego Princess Resort

Lease Agreement dated December 2. 1996 between San Diego Princess Resorts and Web Service Co..
Inc.

Agreements dated May 24. 1992 and May 1. 1996 berween Jim & Inge’s Window Cleaning Service and
San Diego Princess Resort

Volume Ticket Agreement (undated) between Zoological Society of San Diego and San Diego Princess
Resort

Sprint Telecommunications Services Agreement dated November 15, 1996 between Sprint
Communications Company L.P. and San Diego Princess Resort

Agreement dated September 13, 1996 berween Sprint Communications Coﬁxpany L.P. and Princess
Cruises ‘

Merchant Credit Card Agreement dated June 7. 1995 between First USA Merchant Services, Inc. and
VVH Resorts Ltd.

Agreement (undated) between San Diego Fitness Equipment Repair and San Diego Princess Resort

Agreemeix with CAM Data re: maintenance of gift shop cash register, inventory system (No copy
available)

Agreement with Mobile Com re: maintenance of alpha-numeric pagers (no copy available)
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Service Agreemenr dated November 17. 1992 berween AdTech, Inc. and San Diego Princess

Service Agreement dated May 26. 1987 between LeBlanc Electronics. Inc. and San Diego Princess
Agreement dated May 19. 1992 berween Wells Fargo Alarm Services and San Diego Princess Resort
Agreemen: dated March 25, 1983 berween The Vault and Vacation Village

Agreement dated April 29. 1996 between Merkel & Associates. Inc. and San Diego Princess Resort

Maintenance Agreement dated December 12. 1995 berween Atlas Tree Service and San Diego Princess
Resorts

1998 Wholesale Concract between Alaska Airlines and San Diego Princess Resort for January 6. 1997 w0
January 5. 1999

Group and F.I.T. Rates Contract dated July 29, 1997 berween Creative Receptives [nternational and San
Diego Princess Resort

Group and F.I.T. Rates Conrract dated October 12. 1997 between North American Tour Organizarion and
San Diego Princess Resort

Group and F.1.T. Rates Contract dated April 21, 1997 berween Nato Tours and San Diego Princess Resort

Group and F.I.T. Rates Contract dated December 18, 1996 berween Pacific Sunspot Tours and San biego
Princess Resort

Group and F.1.T. Rates Conrract dated Cctober 28. 1996 berween Peregor Travel. Lid. and San Diego
Princess Resort '

1997-1998 Wholesale Agreement dated June 9. 1997 between Walt Disney Travel Company and San
Diego Princess :

Software Maintenance & Technical Support Agreement between Telsfor Selutions. Inc. (call accounting
system) and San Diego Princess Resort

Agreement for Spectravision Pay Per View Movies and other services and Spectravision Free-to-Guest
Satellite Television Services. Modified 12/18/97 to Extend Original Agreement ot 6/30/98

Seaworld of California Net Rate Agreement Dated December 10, 1997,

Trade Agreement dated March 3, 1998 between Creative Promotions, Inc. and San Diego Princess Resort
Trade Agreement dated March 16, 1998 between Ahntech. Inc. and San Diego Princess Resort

Trade Agreement dated March 9. 1998 between Kearny Eleciric Supply and San Diego Princess Resort
Advertising Agreement between San Diego Business Journal and San Diego Princess Resort -
Advertising Agreement between Successful Meetings and San Diego Princess Resert

Advertising Agreement between Hotel & Travel Index and San Diego Princess Resort
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SCHEDULE 4.1.3

Personal injury compiaint filed 2/18/97 in San Diego Municipal Court, Plaintiff
dislocated finger when he slipped and fell in'guest room bath tb. Settled 8/97.
Sertlement Agreement and Release executed by Plaintiff September 1. 1997. Advised

carrier of dismissal of acrion.

Personal injury complaint filed 3/19/97 in Superior Court. Since rrip and fall injury
occurred on City of San Diego public park property-adjacenr o SDPR leasehold. Plaintiff

has signed dismissal with prejudice.

Personal injury complaint filed 6/10/97 in San Diego Superior Court by wninsured elderly
woman who broke hip in trip & fall. Medicals exceed $37.000. Plainciff is citizen of
South Africa. Zurich denied claim but Plaintiff hopes to prove premises liabiliry. . Current
reserves - 35.000 indemnity. Dismissed with $10.000 deductible paid.

Registered guest sustained broken ankle in rip & fall at marina. Seuled 7/97 for §3.000.
Release signed 8/18/97. Notice of Dismissal (on 9/8/97) by Court has been received -

awaiting conformed copy.

5. | i = Tri - /

Personal injury complaint for “trip and fall” on a curb at the entrance of convention
center. Summons and complaint filed 9/9/97, but as of October 2. 1997 Seller had not yet
been served. Closed October 20. 1997 for sewlement of $3.400. Deductible paid
December. 1997, : .

Personal injury complaint from plaintiff who walked into a large window in the Sunset
Ballroom. Summons and comiplaint filed. and Seller served on November 4, 1997.
Closed December 23, 1997 with $1.000 settjement.

Claim originally denied by Zurich 11/25/97. Claimant's workers comp carrier filed suit
in Municipal Court against (unknown) to recover $5.000 in meds. .Because the camp
carrier refused to dismiss. Zurich settled case for $4.000 and obrained dismissal. Hotel
will be billed deductible of $4.000 :
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8. Virginia Fellows - Slip & Fall - DOL 9/235/96

Personal injury suite filed 9/24/97 in Municipal Court based on premises liability.

Plaintiff claims previous knee injury exacerbated by trip & fall on Hotel's parking lot
island. Discovery in progress. Hoiel's counsel offered 1o waive legal costs in exchauge
for dismissal for filing frivolous law suit. Reserves: $15.000 bodilv injury: $10.000 legal

defense.

Husband & wife filed suite January 23. 1998 for negligence and breach of contract against
San Diego Princess Resort and against San Diego Gas & Elecrric Company due io area-
wide power outage that occurred off resort premises and Hotels' alleged failure to provide
auxiliary backup electrical power during a portion of claimant's wedding reception. San
Diego Gas & Eleciric has won their motion for summary judgment. San Diego Princess
Resort awaits response to discovery: has made serlement offer of $500; is considering
filing a motion for summary judgment. Zurich reserving rights to indemuify but has

agreed to provide defense.
10. w : jury - 25/97

Claim opened with Zurich in March, 1998 upon receipt of demand for $8.500 meds and
jost wages resulting from knee injury sustainied during holiday musical event at Barefoot
Bar & Grill. Zurich offered meds only based on finding of no liability. Claimalu rejected
offer. raised demand to $12.000 and is in process of filing suit for negligence and
negligent training of restaurant perscnnel.

Contract Related

Letter dated September 18, 1997 from Jay D. Pimentel of Haines Brydoin & Lea re:
alleged default under the Agreement daced June 21. 1994 between Bay Area Bank and Princess Resorts

claiming a default by Hotel under the Agreement. [Default cured]

(See above)

Filed discrimination claim with DFEH on 3/10/98 (employment terminated 11/5/97).
Responded to DFEH within twenry-one days. Expect no action to be taken.
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SCHEDULE 4.1.6

NOTICES OF VIOLATION

None
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None.
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