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Real Estate Assets Department
1200 Third Avenue Ste. 1700
San Diego, CA 92101

Re: Lease Applications for: i
1. Percentage Lease (as amended, the "Lease"), dated May 15,2000, by and between
City of San Diego (the "City" or "you") and LHO Mission Bay Hotel, L.P; DBA
San Diego Paradise Point Resort ("Tenant"), with respect to the property and
improvements located at 1404 Vacation Road, San Diego, CA (the "Premlses"),
operated as Paradise Point, San Diego's Island Resort :

2. Percentage Lease and License Agreement (the "Lease"), dated July 27,2018, by and
between The City of San Diego (the "City" or "you") and LHO Mission Bay Rosie
Hotel, L.P. ("Tenant"), with respect to the property and improvements located at
1775 East Mission Bay Drive, San Diego, CA (the "Premises"), operated as the
Hilton San Diego Resort & Spa' ,

As explained in our letters to the City dated October 10,2018, the above named Tenants are
owned and controlled indirectly by LaSalle Hotel Properties ("LaSalle"). On September 6,
2018, Pebblebrook Hotel Trust ("Pebble brook") and LaSalle entered into a merger agreement
(the "Merger Agreement") pursuant to which Pebblebrook will acquire 100% of La~alle's
outstanding common shares (the "Merger"). Upon completion of the Merger, LaSalle Will no
longer exist, but its wholly-owned subsidiary, LaSalle Hotel Operating Partnership, L.P.
("LaSalle OP"), will survive as a subsidiary of Pebblebrook, and all of the direct and indirect
subsidiary companies of LaSalle OP, including the Tenants, will survive and be maintaihed by
Pebblebrook. The shareholders of LaSalle and Pebblebrook are expected to vote on the Merger
on or about November 27,2018 and the transaction is expected to close on November 30; 2018.

Following the Merger, the Tenants will remain the lessees under the Leases, and the Leases and
the Premises will remain unaffected. For your information and to provide you with more
context about Pebblebrook, as a result of the Merger, Pebblebrook will become one: of the
largest owners of independent/lifestyle hotels in the United States and the third-largest lodging
REIT by enterprise value estimated at approximately $7.5 billion. I

,
I

As requested, we have completed the Lessee Questionnaires. Enclosed please find:
1. Copy of October 10, 2018 Letters
2.. Lessee Questionnaires
3. Financials - Income Statement and Balance Sheet
4. LP and LLC Agreements
5. Check for $2,000 for processing fee for the City'S review

7315wisconsin avenue, suite 1100 west, bethesda, md 20111·t
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Please feel free to contact me with any questions. We appreciate your time and consideration.

Thomas C. Fisher
Executive Vice President and ChiefInvestment Officer
Pebblebrook Hotel Trust
tfisher@pebblebrookhotels.com
240-507-1340

CC: Vladimir Balotsky, Supervising Property Agent, by E-Mail



October 10,2018

City Manager
Attention: Real Estate Assets Director
City Administration Building
202 "C" Street, M.S. 9B
San Diego, CA 92101-4155

Re: Percentage Lease (as amended, the "Lease"), dated May 15, 2000, by and between City
of San Diego (the "City" or "you") and LHO Mission Bay Hotel, L.P. DBA San Diego
Paradise Point Resort ("Tenant"), with respect to the property and improvements
located at 1404 Vacation Road, San Diego, CA (the "Premises"), operated as Paradise
Point, San Diego's Island Resort

City Manager:

Tenant is owned and controlled indirectly by LaSalle Hotel Properties ("LaSalle"). On
September 6, 2018, Pebblebrook Hotel Trust ("Pebblebrook") and LaSalle entered into a merger
agreement (the "N1er@ti\ftffiell1ent;') pursuant to which Pebblebrook will acquire 100% of
LaSalle's outstanding cOrnnlon shares (the "Merger"). Upon completion ofthe Merger, LaSalle
will no longer exist, but its wholly-owned subsidiary, LaSalle Hotel Operating Partnership, L.P.
("LaSalle OP"), will survive as a subsidiary of Pebblebrook, and all of the direct and indirect
subsidiary companies of LaSalle OP, including Tenant, will survive and be maintained by
Pebblebrook. The shareholders of LaSalle and Pebblebrook are expected to vote on the Merger
on or about November 27, 2018 and the transaction is expected to close on November 30,2018.

Following the Merger, Tenant will remain the lessee under the Lease, and the Lease and the
Premises will remain unaffected. LaSalle is a publicly traded real estate investment trust, and
therefore the transfer of LaSalle's publicly traded stock is not an assignment pursuant to Section
4.2 of the Lease and Section 4 of Addendum I thereto. However, due to the anticipated timing
of the shareholder vote and closing of the Merger, we wanted to provide you with advance
notice of the above-described transaction.

For your information and to provide you with more context about Pebblebrook, as a result of
the Merger, Pebblebrook will become one of the largest owners of independent/lifestyle hotels
in the United States and the third-largest lodging REIT by enterprise value estimated at
approximately $7.5 billion .. For your convenience, Pebblebrook's address and contact
information is: Pebblebrook Hotel Trust, 7315 Wisconsin Avenue, Suite 1100 West, Bethesda,
MD 20814, Attn: Thomas C. Fisher, Executive Vice President and ChiefInvestment Officer,
telephone: 240-507-1340, E-Mail: tfisher@pebblebrookhotels.com.

Feel free to contact me with any questions. We appreciate your time and consideration.

7315 wisconsin avenue, suite 1100 west, bethesda, md 20814
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Sincerely,

jLtli
Thomas C. Fisher
Executive Vice President and Chieflnvestment Officer
Pebblebrook Hotel Trust



Crrv OF SAN DIEGO

LESSEE'S AND SUBLESSEE'S QUESTIONNAIRE
FOR ALL LEASES, ASSIGNMENTS AND SUBLEASES OF MORE THAN FIVE YEARS

Before the City of San Diego will process requests to (Sub)Lease, all Information requested in this
Questionnaire must be completed by the proposed (Sub)Lessee. Even though a proposed Sublessee
may complete the Questionnaire, the Questionnaire must be delivered or mailed to the City ~
cover letter signed by the City Lessee or proposed Lessee. THE CITY WILL NOT ACCEPT THE
QUESTIONNAIRE, DOCUMENTS, OR OTHER INFORMATION DIREcn V FROM A SUBLESSEE.

All information furnished in this Questionnaire must be complete and accurate. Omissions,
inaccuracies, or misstatements may cause the rejection and/or subsequent revocation of the CIty's
Lease, consent to Sublease, or consent to Assignment of (Sub)Lease.

In submitting this Questionnaire, the proposed (Sub)Lessee completing the Questionnaire authorizes
the City to make any inquiry or investigation it believes necessary to substantiate or supplement the
information furnished in the Questionnaire, and authorizes others to release such information to the
City.

Exact name of existing Lessee (always complete):
LHO Mission Bay Hotel. L.P.

Exact name of proposed Lessee (complete only if applicable):
LHO Mission Bay Hotel. L.P.

Exact name of existing Sublessee (complete only if applicable):

Exact name of proposed Sublessee (complete only if applicable):

Date this Questionnaire completed:. October 26 2016
'--'

The information furnished in and with this Questionnaire is true, complete, and correct to the best of
my knowledge. ..

~~~,."".'~-. ~-:-.---------~--'------------=--'-

Thank you for taking the time to complete the Questionnaire. Lessees may contact Real Estate if they
have any questions. Please return the completed Questionnaire, with any additional information or
documents to:

REAL ESTATE ASSETS DEPARTMENT
1200 THIRD AVENUE STE. 1700

SAN DIEGO, CA 92101
TEL.: (619) 236-6020 FAX: (619) 236-6706

This Questionnaire contains 15 pages,
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PROPOSED (SUB1LESSEE

1. Name of proposed (Sub)Lessee exactly as it will appear on the actual tenancy
document:
LHOMissionBayHotel,L.P.

Nochangeto Lessee. Parentcompanyof Lessee(LeSalieHotelProperties)is mergingwith PebblebrookHotelTrust

2. Mailing Address of proposed (Sub)Lessee for purposes of notice or other
communication relating to the proposed tenancy:
LHOMissionBay Hotel,L.P.

clo Pebblebrook Hotel Trust

7315 Wisconsin Avenue, Suite 1100 West, Bethesda, MD 20814

Telephone No.:,.;..2...,,40.:...-::,-50.:...7...,,~1.,,:3,.;,OO.;,..-."..'-------
E-mail Address:tfIsher@pebblebrookhotels.com

Fax. No.: 240-396-5626

3. Billing Address (only if diffflnmt from Melling AddlTJSlJ);

Telephone No.: _ Fax. No.: _

4. Proposed (Sub)Lessee intends to operate as a:

Sole Proprietorship (); Partnership ( .t);
Limited Liability Company ( ); Other -r-r-- _

Corporation ( );

Explain if necessary:

Nochangeto Lessee. Parentcompanyof Lessee(LeSelieHotelProperties)Is mergingwithPebblebrookHotelTrust

2



5. Effective date of assignment (complete only if applicable): estimated 11/30/18
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PARTNERSHIP STATEMENT LHO Mission Bay Hotel, L.P.

If proposed (Sub)Lessee is a partnership, please answer the following:

1. Date of Organization: ..:5/:.;1..:8~:.;1.:.;99;.:8:...- ____

2. General Partnership (

Limited Partnership ( .,I)

Other ( Explain

3. Statement of Partnership recorded: Yes ( No (

Date Book Page County

4. Has the partnership conducted business in San Diego County?
Yes (,f) No ( ) If so, when? ~C-o."..nl..,.,in..,.,u."..ou..,.,s..,.,s."..in,..c"..e-5/-1-81-199,.,...."8".."..,.."..=-".."......"..=-__,.....,,..--
If so, where? as Tenant O'f!tlisL~s~E1n~own~rOfthe San Diego Paradise Point Resort

5. Name, address, and partnership share of each general and limited partner. If a
general partner is another partnership, a corporation, or a limited liability
company (LLC), please complete separate pages 3; or 4 and 5; or 6, as
appropriate for such entity (type proposed [Sub]Lessee name [from page 2] on
the top of each page for identification purposes). If a limited partner holding a
10% or greater interest is another partnership, a corporation, or an LLC, pages
3; or 4 and 5; or 6 must also be completed for such entity (type proposed
[Sub]Lessee name [from page 2] on the top of each page).

General/Limite Name
, ..._,

Adoress Share %
d

General LHO San Diego Financing LLC 7550 Wisconsin Avenue. 10th Roar. Bethesda. MD 20814 95.10/0
.- . "

Limited
,',

4.9%laSalle Hotel Operating partners7j 7550 Wisconsin Avenue. 10th Floor, Bethesde, MD 20814

.. ' .. ", .. ..•... ......... .

; .;

-
, . ' ·c' ..· , .. ., ,

6. Attach a complete copy ofthe Partnership Agreement. If a Partnership Agreement
has been previously submitted, a new Partnership Agreement need be submitted

4



� if the Partnership Agreement on file with the City is no longer current.
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CORPORATION STATEMENT

If proposed (Sub)Lessee is a corporation, please answer the following:

1. Type of corporation: C ( ) Subchapter 5 (

2. When incorporated? ~_~ ~~ .._...__ __,..__,..-__,..--,..,....;.,

3. Where incorporated? __,..------------------

4. Is the corporation authorized to do business in California? Yes ( No (

If so, as of what date? ~ ~_

5. The corporation is held:
a.Publicly ( ) Privately ( )
b. If publicly held, how and where is the stock traded?

6. Please list the following: AuthQrized Issued Outstanding

a. Number of voting shares:
b. Number of nonvoting shares:
c. Number of shareholders:
d. Value per share of Common Stock: Par $ "-> ~~_

Book $ _
Market $ _

7. Pleasefurnish the name, title, address, and the number of voting and nonvoting shares
of stock owned by each officer and, in addition, the same information for each
stockholder owning more than 10%of any class of stock.

Name:

TItle:

Address:

No. of Shares:
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Name:

Title:

Address:

No. of Shares:

Name:

Title:

Address:

No. of Shares:

Name:

Title:

Address:

No. of Shares:

Name:

Title:

Address:

No. of Shares:

(Additional pagels) may be added if needed to complete list of stockholders [type
proposed (Sub)Lessee name (from page 2) on the top of each page].)

Any partnership, corporation, or LLCowning more than a 10%ownership interest must
also complete separate pages 3; or 4 and 5; or 6, as appropriate for each entity (type
proposed [Sub]Lessee name [from page 2] on the top of each page for identification
purposes). Also, furnish the financial data for such partnership, corporation, or LLC,as
required on page 7. If there is an ownership chain of additional partnerships,
corporations, or LLCs,the above requirements extend to each such entity having either:
(1) a 10%or greater direct, indirect, beneficial ownership, or membership interest in the
proposed (Sub)Lessee; or (2) effective control of the proposed (Sub)Lessee, regardless
of the percentage of ownership or membership interest.
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LIMITED LIABILITY COMPANY STATEMENT. LHO San Diego Financing LLC

If the proposed (SublLessee is an LLC, please answer the following:

1. Date of Organization:....:1~1/.::2;:;5/;:.20:;.:O.::3_.,.-.,.- .,.-.,.-.,.- __ .,...-.,.-.,...

2. Where Organized: ..::D::e.::la:::w::::are~--'-_.,.- .,.- _

3. Is the Company authorized to do business in California?

a. Yes ( I No (.tl
b. If so, as of what date? _

4. Has the Company conducted business in San Diego County?

a. Yes ( ) No ( 1'1
b. If so, when? _
c. If so, where? .,.-.,.-.,.-.,.- ....,--__ .,.- ----

5. Please furnish the name, address, and membership share held by each manager
and officer, and each member owning more than a 10% membership interest. If a
member is a partnership, corporation, or another LLC, please complete separate
pages 3; or 4 and 5; or 6, as appropriate for such entity (type proposed [Sub]Lessee
name [from page 2] on the top of each page).

Manager/Officer Shar
/ Name Address e%
Member

Member LHO San Diego Financing LLC 7550 Wisconsin Ave, 10th Floor, Bethesda, MD 201814 95.1%

6. Attach a complete copy of the Operating Agreement. If an Operating Agreement
has been previously submitted, a new Operating Agreement need be submitted
~ if the Operating Agreement on file with the City is no longer current.
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FINANCIAL AND OTHER BACKGROUND INFORMATION

FINANCIAL STATEMENT
(Sub)Lessee, general partners of (Sub)Lessee, owner-corporations of (Sub)Lessee,
members of (Sub)Lessee owning more than a 10%membership interest, and any person
or business entity guaranteeing the performance of (Sub)Lessee must attach a complete
report. prepared in accordance with good accounting practice. reflecting current financial
condition~ The report must include a balance sheet and annual income statement. The
person or entity covered by the report must be prepared to substantiate all information
provided.

OTHER INFORMATION
Each (Sub)Lessee, each general partner of (Sub)Lessee, each owner-corporation of
(Sub)Lessee, each member of (Sub)Lessee owning more than a 10% membership
interest, any person or business entity guaranteeing the performance of (Sub)Lessee,
any person or entity owning more than a 10% interest of (Sub)Lessee, and any guarantor
of (Sub)Lessee must answer the following questions:

1. Surety Information - Has a surety or bonding company ever been required to
perform on the default of any of the individuals or entities?

a. Yes ( ) No(,,)
b. If yes, please attach a statement naming the surety or bonding company, date,

amount of bond, and the circumstances surrounding said default and
performance.

2. Bankruptcy Information - Have any of the individuals or entities ever been
adjudicated bankrupt or are any presently a debtor in a pending bankruptcy action?

a. Yes ( ) No ( " )
b. If yes, please give dates, court jurisdiction, and amount of liabilities and assets.

3. Pending Litigation - Are any of the individuals or entities presently a party to ANY
pending litigation?

a. Yes (") No ( )
b. If yes, please provide detailed information for each action.
See attached summary

4. Claims, Liens, or Judgments - Are any of the individuals or entities now subject to
any outstanding claims, liens, or judgments?

a. Yes ( " ) No (

b. If yes, please provide detailed information for each claim, lien, or judgment.

See attached summary
9



LaSalle Hotel Properties Inc.
Loss Runs 9-1-2018 ~Libertx\'P Mutual .

C";'>: ... . . .. ,. ~~Et, ... ,':":: Dati Reported l't·:::f "" I' ..':: . ' •
PolY, IDB . OObitNUmbor QaIm' oalmeateeorY Dahl <IOSelI LocalIon =;;f.~.~~\I'nDesatplIon

.•,s .~ Aa:Ident ""ption'Z']'i!]: " . ,. £< .. ,,,,~.,,, +. . . Sta\il$, rr., .: . ····:·.t,,~:·."'~ ,.<{ie.,· , +. ":' .. ' . .. ..
,. ·~".f. .; ~~ ..

ClAIMANT'S lAPTOP, BOOTS, BLUEPRINT5, AND OTHER ITEMS WERE
2017 18263151000001 GL P 50544076301 GUMROYAN,ARSEN 0 FASTTRACK B/28/2018 8/29/2018 1320 PARADISEPOINT SAN DIEGO CA IKI STOLEN FROM ROOM.

ClAIMANT ALLEGESWAS ENTERING MAIN POOLAREA WITH CHILD
NON-PRODUCTS IN ARMS AND SLIPPEDON ONE OF STEPSIN WATER CAUSING HERTO

2017 TB263151000001 GL P 50543800901 AMIDON,OiRISTINA 0 BODILY INJURY 7/23/2DI8 8/U2018 132D PARADISE POINT SAN DIEGO CA 18 TWIST KNEE

ClT WAS GmlNG INTO THE SHOWER AND THE SHOWER DOOR
NON-PRODUCTS SHATTEREDCAUSING CUTSTO LEFTUPPERLOWER LEGSAND KNEE

2017 T8263151ooooo1 GL p 50543570901 POGOSYAN,KARPIS 0 BODILY INJURY 7/7/2018 7/11/2018 1320 PARADISE POINT SAN DIEGO CA IKI SHOULDERARM AND HAND

NON-PRODUCTS ClMNT WALKING DOWN THE HALL, TURNED CORNERAND SLIPPED
2017 TB263151000001 GL P 50542265501 YACOBI,EVA 0 BODILY INJURY Ul0/2018 2/13/2018 1320 PARADISE POINT SAN DIEGO CA 982 AND FELl.

NON-PRODUCTS ClMNT ALLEGESSLIPAND FALL IN AN AREA OF A RECENTFOOD SPILL
2D16 TB2631S1OOOO01 GL P 94932316701 RARICK,MARIE 0 BODILY INJURY 7/14/2017 12/2D/2017 1320 PARADISEPOINT SAN DIEGO CA 980 WHICH HAD NOT YET BEENTOTALLY ClEANED.

2016 182631510D000I GL P 94931448901 MEYN,BARBARA 0 COMPLEX 6/4/2017 6/7/2017 1320 PARADISE POINT SAN DIEGO CA 49 CLAIMANT TRIPPED AND FELLOVER A CURB.
LOR- ClMTS ALLEGESINJURIESDUE TO INSD NEGLIGENCEDURING

2DI6 182631SIDDOOOI GL P 00107676602 SAPIR,SLIZAN 0 COMPLEK 9/23/2016 10/11/2017 1/2S/2018 1320 PARADISEPOINT SAN DIEGO CA IK4 STAYAT HOTEL
LOR- ClMTS ALLEGESINJURIESDUE TO INSD NEGLIGENCEDURING

2016 18263151000001 GL P 00107676601 SAPlR,ERIC 0 COMPLEX 9/23/2016 10/11/2017 1/25/2018 1320 PARADISEPOINT SAN DIEGO CA IK4 STAYAT HOTEL



REFERENCES FOR PROPOSEP (SUB)LESSEE

Please list four persons or firms with whom you have conducted business transactions
during the past three years. Two of the references must have knowledge of your debt
payment history, with at least one being a financial institution. Two of the references
must have knowledge of your business experience.

REFERENCE NO, 1

Philip BeardenName:

Firm:

TItle:

Address:

Bank of America

Managing Director
214 North Tryon Street, Floor 15, Charlotte, NC 28255

Telephone: _9_8_0_-_3_8_6_-_5_0_9_6 ...,....---

Nature and magnitude of purchase, sale, loan, business, association, etc.:

Currently have $225M exposure to Pebblebrook across our

senior unsecured revolver and multiple term loans,

REFERENCE NO.2

Lori JensenName:

Firm:

Title:

Address:

Telephone:

US Bank

Senior Vice President

1100 Abernathy Rd, Suite 1250, Atlanta, GA 30328

770-512-3118

Nature and magnitude of purchase, sale, loan, business, association, etc.:

Currently have $165M exposure to Pebblebrook across our senior

unsecured revolver, multiple term loans and our lessee line of credit.
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REFERENCE NO, 3.

Tom LuersenName:

Firm: Two Roads Hospitality

Chief Operating OfficerTitle:

Address:
10333 E. Dry Creek Road, Suite 450, Englewood, CO 80112

Telephone: _3_0_3_02~6_8_,4~6_2_9 ~_~ =----~_

Nature and magnitude of purchase, sale, loan, business, association, etc.:

Two Roads Hospitality manages six hotels on behalf of LaSalle,

including Paradise Point Resort & Spa and L'Auberge Del Mar

REFERENCE NO, 4
Name: ..:..Ch..:..rls-=--G::.:a..:..ut..:..ier __ -'--=-'--=-'--__:_~-----__:_,.....,....---

Firm: Noble House Hotels & Resorts

Title: Chief Operating Officer

600 6th Street South, Kirkland, WA 98033

Telephone: _4_2_5_0_6_3_6_,5_6_7_5 _
Address:

Nature and magnitude of purchase, sale, loan, business, association, etc.:

Noble House Hotels & Resorts manages the

Hilton San Diego Resort & Spa on behalf of LaSalle

11



CITY OF SAN DIEGO PERSONAL DESCRIPTION AND RELEASE

PLEASE NOTE: All partners, both general and limited; .all stockholders owning more
than 10010of any class of stock of corporations; All members of a limited liability company;
and sole proprietors requesting to (sub)lease, must each complete this page before the
tenancy request can be processed. (You may reproduce and use copies of this page, if
necessary.)

The following personal information is required to initiate a credit Investigation. The
business and personal reputetlon of principals, partners, and members will be
considered in qualifying Lessees or in consenting to Sub lessees.

First, Middle, & Last Name

Date of Birth

Place of Birth

Social Security Number

Driver's License Number/State

Home Address

Previous Address

Home Telephone No.

Employer

Occupation

Business Address

Business Telephone No.

Business Fax No.

Raymond Daniel Martz
10/1211970
Miami, FL
204-68-0437
2687266/ DC
3916 Garrison St, NW
vvashington DC, 20016
5015 38th Street NW
Washington DC,20016
202-400-0003
.Pebblebrook Hotel Trust
Executive Vice President and Chief Financial OffIcer

7315 Wisconsin Ave, Suite 1100W. Bethesda, MD

240-507-1330
240-396-5626

The City is hereby authorized to request a credit report and other information covering
my financial and business history.

Date 10/26/18
J2{)%;{

Signed ,;...._...;."."...-e-e-.....;;;.•~",-.. -e..,."""'"",-,.••~...1'":"..• ",..",..-----.,.===",..",..=,....,..-,.

LHO Mission Bay Hotel, L.P.

Print or type exact name of proposed (Sub)Le8see from page 2 of Questionnaire:
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CITY Of SAN DIEGO PERSONAL PESCRIPTION AND RELEASE

PLEASE NOTE: All partners, both general and limited; all stockholders owning more
than 10%of any class of stock of corporations; allmembers of a limited liability company;
and sole proprietors requesting to (sub)lease, must each complete this page before the
tenancy request can be processed. (You may reproduce and use copies of this page, if
necessary.)

The following personal information is required to initiate a credit investigation. The
business and personal reputation of principals, partners, and members will be
considered in qualifying Lessees or in consenting to Sublessees.

First, Middle, & Last Name

Date of Birth

Place of Birth

Social Security Number

Driver's License NumberlState

Home Address

Previous Address

Home Telephone No.

Employer

Occupation

Business Address

Business Telephone No.

Business Fax No.

Thomas Charles Fisher
3/30/1971
Ithaca. r'ljY
105~8-1479
F-260-792-115-262/ MD
11305 South Glen Road
Potomac, MD 20854
3719 Bradley Lane
Chevy Chase. MD 20815
847-814-2599
Pebblebrook Hotel Trust
ExecutiveVice President and Chief InvestmentOfficer

7315 Wisconsin Ave, Suite 11OOW. Bethesda, MD

240-507-1344
240-396-5626

The City is hereby authorized to request a credit report and other information covering
my financial and business history.

Date _1_o_12_6_/1_8 _ Signed~L=' --=---t:i~'4~__
LHO Mission Bay Hotel, L.P.

Print or type exact name of proposed (Sub)Lessee from page 2 of Questionnaire:
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METHOD OF OPERATION

Please describe your proposed business operation on the property to be (Sub)Leased.
Discuss any optional services and uses which you propose to provide.

No change to existing operations.
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PROPOSED METHOD OF FINANCING
DEVELOPMENT OR LEASEHOLD PURCHASE

Describe the method of financing for the Leasehold purchase or any new or additional
development on tidelands in excess of $100,000. Include a schedule of approximate
dates when construction of each significant improvement is expected to be commenced
and completed.

The Leasehold purchase is part of the overall merger of Lessee's parent company
(LaSalleHotel Properties) with Pebblebrook Hotel Trust. No individual debt will be
placed on the property as part of the merger. Financing for the merger is done at
the corporate level.

14



ESTIMATE OF GROSS RECEIPTS

If this Questionnaire is being completed by a prospective Lessee, please show the best
estimate of the average annual gross sales for each significant use or service, and for
each significant optional use or service which the Lessee and its Sub lessees (if any) plan
to conduct on or from the property. (If the Questionnaire is being completed by a
Sublessee, only the estimate of the Sublessee's gross sales is required.) This data will
be used by the City to analyze the proposed Lease or Sublease Consent application. The
time periods shown should not be assumed to necessarily represent the term of a
(Sub)Lease that may be granted or consented to by the City.

Average annual gross sales for each proposed significant use during each of the first five
operating years:

Uses (Identify Each Use)
Year of
Operatio

Room Rental Food & Beverage Spa Gift Shop Parkingn

1 $ 27,438,072 $ 24,207,648 $ 1,402,846 $1,590,859 $ 1,509,369

2 27,712,453 24,449,724 1,416,874 1,606,768 1,524,463

3 27,989,577 24,694,222 1,431,043 1,622,835 1,539,707

4 . 28,269,473 24,941,164 1,445,354 1,639,064 1,555,104

5 28,552,168 25,190,576 1,459,807 1,655,454 1,570,655
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EXPERIENCE STATEMENT

Please describe in detail the duration and extent of your business experience, with
special emphasis upon experience with the type of business which you propose to
conduct on City property. Also state in detail the pertinent experience of the persons
who will be directly involved in development and management of the business.

Pebblebrook currently owns 28 hotels and LaSalle owns 41 hotels. As a result of the
Merger. Pebblebrook will become one of the largest owners of independent/lifestyle hotels
in the United States and the third-largest lodging REIT by enterprise value estimated at
approximately $7.5 billion.

Following the Merger. Lessee will remain the lessee under the Lease. and the Lease and the
Premises will remain unaffected. There will be no change to the type of business
conducted on the City property. The officers of LHO Mission Bay Hotel L.P. will be
Raymond D. Martz and Thomas C. Fisher. Their experience is outlined below.

Mr. Martz serves as Pebblebrook's Executive Vice President. Chief Financial Officer.
Treasurer and Secretary. Prior to joining the Pebblebrook, Mr. Martz held the position of
Chief Financial Officer for Phillips Edison & Company. one of the largest private owners
of community shopping centers in the U.S .•from August 2007 until November 2009.
Prior to joining Phillips Edison. Mr. Martz was Chief Financial Officer. Secretary and
Treasurer of Eagle Hospitality Properties Trust. Inc .• a NYSE-listed hotel REIT. from 2005
to 2007. Prior to that. Mr. Martz was employed by LaSalle Hotel Properties in a variety of
finance functions from 1997 to 2005. From 1995 to 1997 Mr. Martz was an associate with
Tishman Hotel Corporation and from 1994 to 1995. he served in several hotel operations
roles at Orient Hotel Group. Mr. Martz is a member of NAREIT and is a member of the
Financial Management Committee of the American Hotel and Lodging Association. Mr.
Martz received his B.S. from the School of Hotel Administration at Cornell University and
an M.B.A. from Columbia University.

Mr. Fisher serves as Pebblebrook's Executive Vice President and ChiefInvestment Officer.
Prior to joining Pebblebrook, Mr. Fisher served as Managing Director - Americas for
Jones Lang laSalle Hotels. one of the world's leading hotel investment services firms. Mr.
Fisher was with Jones Lang LaSalle Hotels from 1996 to 2009. Prior to that. Mr. Fisher was
an Associate with The Harlan Company from 1994 to early 1996, an investment banking
boutique in New York City and prior to that. Mr. Fisher was a Real Estate Analyst in the
corporate office of the Prudential Realty Group. Mr. Fisher received his B.S. with
Distinction from the School of Hotel Administration at Cornell University.
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TERMS AND CONDITIONS OF PURCHASE, SALE,
OR TRANSFER OF ISUB)LEASEHOLP INTEREST

(NOTE: Complete this page only if the transaction involves a Lease transfer, or the
transfer of a Sublease having a remaining term of more than five years.)

Please summarize the terms and conditions of the purchase, sale, or transfer of
(Sub)Leasehold interest(s) which requires City consent, as specified in the Assignment-
Sublease provisions of the City Lease. Please attach copies of the applicable sales
agreement(s), escrow instructions. assignment agreement(s). or other documents in
conjunction with the sale, purchase. or transfer of the (Sub)Leasehold interest(s).

Lessee is owned and controlled indirectly by LaSalleHotel Properties ("LaSalle").On
September 6, 2018, Pebblebrook Hotel Trust ("Pebblebrook") and LaSalle entered into a
merger agreement (the "Merger Agreement") pursuant to which Pebblebrook will acquire
100%of LaSalle'soutstanding common shares (the "Merger"). Upon completion of the
Merger, LaSallewill no longer exist, but its wholly-owned subsidiary, LaSalleHotel
Operating Partnership, L.P. ("LaSalleOP"), will survive as a subsidiary of Pebblebrook,
and all of the direct and indirect subsidiary companies of LaSalleOP, including Lessee,will
survive and be maintained by Pebblebrook. The shareholders of LaSalle and Pebblebrook
are expected to vote on the Merger on or about November 27, 2018 and the transaction is
expected to dose on November 30, 2018.

Following the Merger, Lesseewill remain the lessee under the Lease, and the Lease and the
Premises will remain unaffected. LaSalle is a publicly traded real estate investment trust,
and therefore the transfer of Lasalle's publicly traded stock is not an assignment pursuant
to Section 4.2 of the Leaseand Section 4 of Addendum 1 thereto. However, due to the
anticipated timing of the shareholder vote and closing of the Merger, we wanted to provide
you with advance notice of the above-described transaction.
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Scope:

LaSalle Hotel Properties
20120 - LHO Mission Bay Hotel, LP <Balance Sheet ~

"017.12.3' ::l

Beginning Ending
Balance YTO Activity Balance

2017-01-01 2017 2017-12-31

Assets
Land Improvements 19020 0
NO land Improvements 19025 (9,270)
Building 19030 0
NO-Building 19035 (3,080,787)
Building Improvements 19040 4,933,874
NO- Building Improvements 19045 (1,488,671)
Hotel Fum, Fixtures & Equip 19070 6,230,382
NO-Hotel Fum, Fixtur & Equip 19075 (2,263,75B)
Hotel Computer Equip and Soft 19080 99,198
NO HU Computr EQui and Soft 19085 358752

Investment In Hotel Pm rt/es 4062216
Construction in Pr ress 19500 5415268

Property Under Delff>/opment 5,415,268
Inveslment In Affiliated Lesse 0
Inveslment In Joint Venlu", 0
Nole Receivable 0
cash and Cash Equivalent 0
Restricted Cesh 0

Base Rent Rec lHl 12000 50,550
Partici atin Rent Rec lHl 12010 89,677

Rent Rec Affiliated Lessee (39,127)
Rent Receivable 0

Note Pa abies Affiliates 25000 0
Nole Receivable Affiliated Les 0
Hotel ReceIvable Net of AFDA 0
DefenBd Financing Cost Net 0
DefenBd Tax Asset 0

Prepaid Property Insurance 16000 (33B)
Prepaid Real Estate Taxes 16020 0
Ppd Personal Property Taxes 16030 (0)
Prepaid Expenses· Other 16080 0
Capax Receivable (lHl) 16280 27,880
Other Current Assets 16400 (3,294,183)
Deferred lease Fees 16600 0
NA Deferred lease Fees 16605 (94

I PnlOBld ExDenses&Other Asset (3286 735 I
lntercomoanv Recvbls! Pavbls 17500 (1677 461

I Inler Com~ Assets (1,677,481 I
Total Assets 4,494,161

Uabllities
BorrolN/ng Under Cr Facilities 0 0 0
Term Loan 0 0 0
Bonds Payable 0 0 0
Mortgage Loans 0 0 0
Mo a e Loan P"""lum 0 0 0

Accrued Real Estate Taxes 22010 0 0 0
Accrd Personal Property Taxes 22020 (0) 0 (0)
Accrued Ground Rent Payable 22030 (187,280) (11,940) (199,220)
Acaued Tax Fees 22060 (8,128) (244) (8,372)
Capital lease Liabir 24040 39776 39776 0

Accounts Payable & Accrued Exp (235,184) 27,592 (207,592)
Advance Deposits 0 0 0
Accrued Inlenlst 0 0 0
Distri_ons Pa~ble 0 0 0

Total UabUities (235,184) 27,592 (207,592)
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Retained Earnings

Date & TIme:
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Report 10:

Report layout:

Scope,

LaSalle Hotel Properties
Balance Sheet
2017-12-31

Beginning
Balance

2017-01-01
YTD Activity

2017

Ending
Balance
2017-12-31

o o

34030 o
I Distributions In Excess of RE
Total Equity

Income Sfalement

o
o

101241188:35 AM

AOQWOlE

BS
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o

Affiliated Lease Revenue
Other Income
DeprecIation Expenses
RE Tax, PP Tax and Insurance
Ground Rent
Corp General and Amlnlslratlve
Inlenlst Expenses
Other Expenses
Income Tax Benefit)~nse

Current Year (Net Incame)/Loss -------------========~i====;i7ic.i'i¥.~===T.' .....~~~---

Total Shareholders Equity

Total liabilities and Shareholder's Equity

0 (20,716,232) (20.716,232)
0 (3,913) (3,913)
0 7,237,539 7,237,539
0 1,616,053 1,616.053
0 3,803.027 3,803,027
0 25.034 25,034
0 3.515,938 3.515,938
0 0 0
0 800 800
0 (4,521,753) (4,521.753)

(103,557,329) (4,521,753) (108,079,082)

(103,792,514) (4,494,161) (108,286.675)
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Scope Name:
Beginning Quarter 4 Ending
Balance Activity Balance

Dept Account Sep2017 Dec - 20t7
Hotel
Rooms 0 0 0
Food & Beverage 0 0 0
Other Operating Departments 0 0 0
Other Indirect 0 0 0

Total Hotel Operating Revenues 0 0 0

Revenue
Base Rent Revenue LHl 40000
Participating Rent Revenue LHL 40010

Affiliated Lease Revenue
Other Mise Revenue (Corp 42050
Other Income

Total Corporate Revenue

!Total Revenue (16,761,659) (3,958,486) (20,720,145)

IHotel Expenses

Hotel
Rooms 0 0 0
Food & Beverage 0 0 0
Other Operating Departments 0 0 0
Other Indirect 0 0 0

Total Departmental Expense. 0 0 0

ICorporate Expenses

Expenses
Depreciation-Building 80000 2,310,590 770,197 3,080,787
Depree-Building Improvements 80010 1,086,941 401,730 1,488.671
Depree-Hotel Furn, Fixt, Equip 80020 1,615,643 684,323 2,299,966
Deprc Htl Cmptr Equip and Soft 80030 282,071 76,681 358,752
Depree Land Improvements 80050 7,641 1,629 9,270
Amort-Deferred Lease Fees(OP) 80110 71 24 94
Depreciation Expenses 5,302.957 1,934.583 7,237.539
Real Estate Tax 50020 1,031,684 356,614 1,388,297
Personal Property Taxes 50021 1,118 21,570 22,688
Other Property Related Taxes 50022 3,196 1,065 4,261
Property Insurance 50023 151,612 49,195 200806

RE Tax. PP Tax and Insurance 1.187,609 428.444 1,616,053
Ground Rent Expense 50030 3,030,789 772,238 3,803,027

Ground Rent 3,030,789 772,238 3,803,027
Fund Tax & Filing Fee 66050 107 0 107
Tax Fees-Extemal 67010 6,279 2,208 8,487
RET/PPT Consulting 67030 11,318 1,232 12,550
Legal Fees 67500 3,890 0 3,890

CCOiJ> General and Amlnlstrative 21,594 3,440 25,034
Interest Exp-Capital Leases 70040 (0) 0 (0)
Int Expense-Interco Loan 70081 2,636954 878,985 3,515,938
Interest Expenses 2,636,954 878,985 3,515,938
Other Expenses 0 0 0
State Income Tax 75010 800 0 800
Income Tax (Benefit) ~nse 800 0 800

Total Corporate Expenses 12,180,702 4,017.690 16,198,392

tTotal Expenses 12,180,702 4,017,690 16,198,392 I



LHO Mission Bay Hotel, LP

LaSalie Hotel Operating Partnership, L.P.
LHP Income Statement
For the Year Ending 12/3112017

Dept Account

Beginning
Balance
Sep2017

Ending
Balance
Dec - 2017

Quarter 4
Activity

(Income)/Loss before equity in earnings of unconsolird=a=te::d=-_~-:-::=== =="... __ ~.,..."=","=,,,
entities, discontinued operations and extraordin LI --'(.:::4"'5"'8::0"'9"'5::.7L)__ --'5"'9"',2::.:04~__ -"(4"',5,,2,,1z.:,7.::53::Ll)1

Equi in earning of unconsolidated entitles:
otal E !!!!y'lncome of Joint Venture o o

59.204

IExtraordinary Loss: o

Discontinued Operations:
KGalnJ/Loss on Sale of hotel property o o

Net (I"come)/Loss (4,580,957) 59,204 (4,521,753)

IDistribution to Preferred Shares 34010 o o

Iissuance Costs of Redeemed Preferred Share 34050 o

lNet (Income) Available for Common Shareholders (4,521,753)1(4,580,957) 59,204

Date & Time:
User 10:
Report 10
Report Layout:
Scope Name:
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01

01

01
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20120 - LHO Mission Bay Hotel, LP '8alaRce SkiieD
~ 1/l=9d-JO -}

Beginning Ending
Balance YTO Activity Balance

2018-01-01 2018 2018-06-30

Assets
Land Improvements 19020 154,680 154,680
AID land Improvements 19025 (131,337) (134,594)
Building 19030 93,061,400 93,061,400
AID·Building 19035 (58,350,419) (59,890,812)
Building Improvements 19040 24,708,525 30,011,833
ND- Building Improvements 19045 (8,389,439) (9,299,619)
Hotel Fum, Fixtures & Equip 19070 42,554,616 53,160,480
AID-Hotel Fum, Fixtur & Equip 19075 (33,552,553) (35,474,222)
Hotel Computer Equip and Soft 19080 3,080,642 3,412,862
AID Htl Computr Equip and Soft 19085 (2 l03,057} (2852462)

I Investment In Hotsl ProDtWtJes 60433057 72149545 J
Construction in Progress 19500 8050,683 448209

Property Under DeV$lopm,."t 8,050,683 448,209
Investment In Affiliated Lesse 0 0
Investm,."t In Joint V,."tul'8 0 0
NotB Receivable 0 0
Cash and Cash Equlva/,."t 0 0
Restricted Cash 0 0

Base Rent Rec LHL 12000 3,001,500 3,065,292
Participating Rent Rec LHL 12010 956986 2,401,409

R,."t Rae Affiliated Lesses 3,958,486 5,486,701
Rent Receivable 0 0

Note Pa bles Afflllates 25000 58 598,972 58598972
Note ReceIvable Affiliated Las (58,598,972) (58,598,9n)
Hotsl Receivable Net of AFDA 0 0
Deferred Financing Cost Net 0 0
Deferred Tax Asset 0 0

Prepaid Property Insurance 16000 52,887 180,020
Prepaid Real Estate Taxes 16020 (0) 0
Ppd Personal Property Taxes 16030 (0) (0)
Prepaid Expenses - Other 16080 0 2,132
Deferred Lease Fees 16600 40,270 3,970
AlA Deferred Lease Fees 16605 911 958
nses&Other Asset 92246 185,184

Intercompany RecvblsJ(Paybls) 17500 94 351 174 90062094
InterCom nyAsset$ 94,351,174 90,062,094

Total Assets 108,286,675 109,712,741

Uabi/ities
Borrowing Under Cr Facilities 0 0 0
Term Loan 0 0 0
Bonds Payable 0 0 0
Mortgage Loans 0 0 0
M e Loan Ptem;um 0 0 0

Accrued Real Estate Taxes 22010 0 (0) 0
Accrd Personal Property Taxes 22020 (0) 0 0
Accrued Ground Rent Payable 22030 (199,220) (185,181) (384,401)
Accrued Tax Fees 22060 8372 3,010 5362

Accounts Payable & Accrued Exp (207,592) (182,171) (389,763)
Advance Deposits 0 0 0
ACCI'IIed Interest 0 0 0
Distributions Pa able 0 0 0

Total Liabilities (207,592) (182,171) (389,763)
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Balance Sheet
2018-06-30

Beginning
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o
o

10124/188:37 AM

ADOWOlE

es
LASALLE_BS

o

Affiliated Lease Revenue
Other Income
Depreelatloo Expenses
RE Tax, PP Tax and Insurance
Ground Rent
Corp General and Amln/st7ative
Interest EJtpenses
Income Tax Benefit)~~n~se~ '=========iF====;;=;;T.;"~fF====;~~~:;' -l

Current Year (Net Ineome)JLoss

Total Shareholders Equity

Total Liabilities and Shareholder's Equity

0 (10,148.329) (10. t48.329)
0 (56,250) (56.250)
0 4.524.951 4,524.951
0 812.757 812.757
0 1.822.569 1.822.589
0 41.617 41.617
0 1.757.969 1.757.969
0 800 800
0 (1,243,896) (1,243,896)

(108,079,082) (1.243.896) (109,322.978)

(108,286.675) (1,426,067) (109,712,741)
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Scope Name:

LHO Mission Bay Hotel, LP

LaSalle Hotel Operating Partnership, L.P.
tH~ltlMme Sfrnoment'
cfor t1leOnarter~20Hl =>
Beginning
Balance

Dept Account Mar/2018

Quarter 2
Activity
Jun/2018

Ending
Balance
Jun/2018

Hotel
Rooms 0 0 0
Food & Beverage -----o-:-----.......;o~-----....;0~1

Other Operating Departments ....;0:....- 0=-- ..::..0I
Other Indirect 0 0 ° I

Total Hotel Operating Revenues ° 0 °

Revenue
Base Rent Revenue LHL
Participating Rent Revenue LHL

I Affiliated Lease Revenue

40000
40010

(3,065,292)
(2,401,409)
(5,466,101)

Gain from Insurance Proceeds 42055 o
Other Income °Total Corporate Revenue (5,466,101)

ITotal Revenue (4,131,818) (5,466,101) (10,204,579)

IHotel Expenses

Hotel
Rooms
Food & Beverage
Other Operating Departments
Other indirect

o ° 01
o o 01
o o ~Io °Total Departmental Expenses o ° °



.. . ~

Beginning Quarter 2 Ending
Balance Activity Balance

Dept Account Mar/2018 Jun/2018 Jun/2018
IC-=-orp-o-ra-,t:-e--=E=-x-p-e-n-se-s-------------"-I

Expenses
Depreciation-Building 80000 770,197 770,197 1,540,393
Depree-BuildingImprovements 80010 430,295 479,885 910,180
Depree-HotelFum, Fix!,Equip 80020 825,570 1,096,098 1,921,668
DepreHtlCmptrEquipandSoft 80030 69,986 79,419 149,405
DepreeLandImprovements 80050 1,629 1,629 3,257
Amort-DeferredLeaseFees(OP) 80110 24 24 47

1 DepreclaUon Expenses 2,097,699 2,427,252 4,524,951I
RealEstateTax 50020 321,639 349,287 670,926
PersonalPropertyTaxes 50021 18,914 18,914 37,827
OtherPropertyRelatedTaxes 50022 1,066 1,066 2,132
PropertyInsurance 50023 45,067 56,805 101,872

I RE Tax, PP Tax and Insurance 386,685 426,072 812,757I
GroundRentExpense 50030 826,476 996,113 1,822,589

I Ground Rent 826,476 996,113 1,822,589I
FundTax& FilingFee 66050 92 0 92
OtherProfessionalFees 67020 36,300 0 36,300
LegalFees 67500 5,225 0 5,225

I Co~ General and Amlnlstratlve 41,617 0 41,617I
Int Expense-IntereoLoan 70081 878,985 878,985 1,757,969

1 Interest Expenses 878,985 878,985 1,757,9691
StateIncomeTax 75010 800 0 800

I Income Tax (Benefit) Expense 800 0 800 I
Total Corporate Expenses 4,232,263 4,728,421 8,960,684

ITotalExpenses 4,232,263 4,728,421 8,960,6841

(Income)/Loss before equity in earnings of unconsolidated
entities, discontinued operations and extraordin 1===-----.('=50""5"'",""6...,.1'=5),......-----::(7="3""8,....,2""8""0"")----..,(...,.1,""'2""'43"",""'89""6""')I

Equity in earning of unconsolidated entities:
ITotalEquityIncomeof Joint Venture 0 0 0 I

(Income)/Loss before discontinued operations
I andextraordinaryloss (505,615) (738,280) (1,243,896)1

!ExtraordinaryLoss: 0 0 0 j

Discontinued Operations:
[(Gain)/Losson Saleof hotel property 0 0 0 I

Net(Income)/Loss (505,615) (738,280) (1,243,896)

[Distributionto PreferredShares 34010 0 0 0 I

IissuanceCostsof RedeemedPreferredShare 34050 0 0 0 I
~Income) Availablefor CommonShareholders (505,615) (738,280) (1,243,896)1
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• LBO JUSSXOB BAT BOTBL, L •• ,

'1'h1s Ag~t: or Limit.ec1 Partnenh1p 18 ~t.re4 int.o U ot:

=£~l~.~'.~l~wa~ ~="=~:, ~~~;:cl
Partner (the -Gener~l Partner-) • and WES'I'Gll.OUPSAN DIEGO
ASSOCUTES. LTD•• calitornia lim:i.ted partnership. as the Limited.
Partner (the 'Limited partner-).: (th8 General P&rtnor and. L1mieeU
Partaer are 8Clllleti.mes herein collectivelY reCerred to alii the
-Partners-) •

•

1IHERBAS. th8 Limited Partner has agreed. to provicle it.s
expertise and advice: with reupect to t.he San. Diego Paradise Point
ReSQrt (tlk/a the san Diago Pr1nce8S Resort) in San 018!10'
calitornia (the -Botel-). including. without limitation, W1th
respect to strategic planning. renovation a.ccl repositioning of the
Hotel; and

i'iHBRBAS. in consideration thereot. the Partners desire to fonn
a litnite<! partnership pur8\l.AZlt to the terms hereof for the pu~08e
of owning the Hotel,

NOW. TKB'RBFOllB. ehe Partners hereby agree as follows:

.,....CLII I
J'OJrIIe'U)JI OP LDa'l"JlD p.u.mr:RSBD'

&ect;..ioa.1..1 rgmauRD pt P.rtpH.bJ.p and PuQWQR
~. The General Partner and the Limited. Partner hereby form
the Partnerahip pur8\I&Dt to the Calitornia. Roviliile4 uniform L:Lmited
Partnership Act tor thI: 801e purpose ot owning and. operAting the
Ketel, and to <SoaJ.l th1nge incident thereto. ..

SOCt!OZl 1.03 J!l'FI!ft IDs! Lgq,tiqp. The name of the
PArtnership 1& I.HO MISSION BAY'HOTBL, L.P. The registered office
fOl: serviee or process in the State of Calitornia and the principal
ottice of ebs ~rtnerQhip onall be ae the Hotel. The Part:nership
lNly also maintain an oU'ice at: .ueh oth.r places as the General
Partner .may 4etenu.ne.

Socti.oa. 1.3 '91" 8vyiq. pt ftpp.U. Process may be
served upon the General Partner at the Partnership' 8 pr1nc1pa1
0:t1e e ,

•

u

u

u
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• hOe-tOD 1.5 IlAmo p4 1M,." of portAep Parc;-Qqo
'Dtnmata. The names and add:c'esoellot the Partners and their
respective Percentage Iotenlste are specified in. Exhibit A.
attacbed. hereto.

AJl'l'%c::r..J: II
DUDlttlaws

As used herein, ~ following c:lefiuitione: beve the meaoings
ascribed:

Section 2.1 -AftUf.at,.·. "At:flliat.· of a ~tQer ah4lJ.
mean (1) atly corporation, pa.rtneruh.1p. trust or other entity
controlling, controlle(j by or under canmon eeeeeea with a Partner;
iU1d (i11 any officer, director. tru8tee or holc!er of 10'" or more of
the outstandJ,ng voting l!Iecuritieo ot a Partner or of any
corporation, partnership, truet or other ent1ty controJ.U.ng.
controJ.lel1by or 1J.Qder coamon control with a ~artner.

•
Beat:i~ 2.2 -DMlsFtmtex gE XPpolnmqy·. -Bankruptcy or

Insolvency" Bball be deemed to have occurred. with respect ec any
PArtner it ouch Part.n.er shall fila io any ccux-t purSU.QI1t to any
statute of the United StAtClO or of any otate a petition in
bankruptcy or inaolvency. or shall file for reorganization or for
the appointD:lent of e r8caiver or a trustee of aJ.I or a materiAl
portion of such Partner'. property. or if l/U1youch Pa%'tner shall
make an assignment for tho benerit of creditors, admit in writiDg
its iCAbility to pay its debt...... they fAll due 01:' ••• k, eeeeeae to
or acquiesce 10 the appointment. of II trust •• , receiver or
liquidator of any material portion of its property. It there shall
be filed against any Partner in any court pursuant to any statute
of the United States or ee aDy state, a. petition in J:lankr,.iptcy or
insolvency, or tor reorga.o.ialltion, or for tbB appo1ntlnaDt at a
receivar or trustee of all or a sUbstantial portiOl'1 of eueh
Parener'8 property, aJ:ld witbin s1xty days a:l:ter the cceeeaeeeeee of
any weh proceelSing, 8Uch petition shall noe ha:ve bocn dismissed,
then sucb PartneX' aga.i%1Jltwhom sucb pet1.tion baB been tLled sha.ll
be ba.Dkr\lpt or inaolvent tor purposes ot this Agreement. Yo
addition, if the whole or 8ZJ.yportion ot tbe interest of any
Partner in the Partn8rsbip h DUbjaet to levy or actBchment, and
such levy or attacmn-nt 1e not roleased or discharged wit.htn sixty
days, such Partner shall be deemed bankrupt or insolvent for
purpoaes of tilts Agreement.

•

u
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• liabilities to whieh such contributed property is subject) J:)y such
Partner omcl such Partner' •• ha~ of Partner.hip Protitl!il tiuc1uding'
inCanD ~t trgm tax), and Ui) il'l decreatJed by the amouot or
cash and the tair IllBrket value of property lIistributed to such
Partnsr as sbown on the bOOlgJ of the PIlrtn8rJ11hip (net of"
liabilities assumed by such Partl1er and liabilities to which such
d1atributed property is subject) and such Partner's ebar_ of
Part.nerllhip Losses.

S8Cltion 2.4 lCAPital Cpptdh11t.i9Q,I. -capital
cont.rJ.but1ona" shall mean in t.he caae of each Partner, any cash
contributed to the capital of the partnership by such Partner,
inclucUng any Initial capital Cont.r!butiorUll and any Additional
ContrJ.butiona .

SeQrioA 2.15 lcapitAl 5)mt;zQpUqa kepunt;'. -capitAl
Contr:U:Jution AcCOWlt" shall mean each Partnea:'. tota~ Capital
contributions, as adjusted by seeeaee 3.2.

•
&ocU.oa. 2.' 'plllPlutlgp pr TomiMt'rM-. "O!sao1uc1on or

Termination" shall be cleemed to have occurred (i) in t.he cass ot a
eoxporate hrtner upon t.he earlier of the adoption of a pJ.a.n of
li.quidAcion by such Partner or the effective date of dissolution in
a.ecordAnCe with applicallie statutory law and (1i) in the case ot a
partnership PaJ::'tner, upon the date of dissolution or termination of
such partnership in accordoolnce with the provieioM ot t.he governing
partnersh1p agreement or applicable stat.utory law.

S.-aUca. 2.8 _he CpA pI.",.. -Net ca.ah Plow" shall mean,
with respect to any t'illcal period, a1.1 cash revenue and tundD
ncei ved by the Partnerahip tro:a opciIrationa or ntnt. 108a i.nsurance
Cexcluding funcb received as capital contributlol1l!l and funds
received from tbe sale or rot1nulcing ot" tho Hotel.) in Gu<:hp1riOl1,
les. the BUJlI of the toJ.I01dng (to the extent not lMCie t"rom tundo
recoived ... ca.l:lital contributions): (i) all interest. aDd principal
amortization paid to lenders in BUch period, (1i) &11 cash
AXPendicurlHl (includ.ing capital expum1itures) mad.Bl)y or on behalf
ot: the Partn$raMp in such. period, al'Id (11i) cash rlltServes 4earned.
appropriate by the GenerAL Partner.

•

u

u

u
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• all expenses for whieh the partnership i. responsible pursuant t.o
t.he t.e~ ot' such lease agreemont. whiCh ..re cUrectly attributable
to t.he operat.ion, repair anct/or maintGDAJlce of: the Hotel.
LQ,cluding, without limication, Z'e4l estate tiLXeS, ground lease
payments, ltuNrcmc;:e pr*dliutll8, c:a.pital lelUle. and Cilpital repairs.

SeaUOD 2.10 -J!ot Salp ep4 aeUMAQIAg PJ=gpnd«-. -Net:
Sale and Refinancing Proceed.a- shall moan iClll cash proceeds
received by the PertneX'llhip from the sale or ret'ioanci.t1g of ebB
Hotel and aJ,1 :l.ntJuranc:a and coCC1amnat:l.onproccedlil (excluding rlU1t.
loss :l.nsuranee), less the sum of the following: (i) the prUiclpal
amount. of any loans repaid 111 connect.ion "iell such sale or
refinancing, 11i) all eceee ineurred in the sale or refinancing
of the Hotel, including the transfer f •• payable to the Clt:y of
San Diego, financing fees, mortgage taxel!l, transfer taxes, title
insuranee pre:m1WN1, attorneys' rees and oeher CO$t8 typically
paid. by borrawere or SC!lllers of similar properties in tD.C S~
Diego metropolitan region, (iii) any fee paid to t.enn1nat.e any
leasil of t.he Hotel, (iv) a market brokerage fee for tbe sue of the
Hotel, reg,artllet!lS of whether a fee is actually paid, and (vI c:aBh
reserves deemed. appropriate by the Qeneral Partnar.

• SeeUeD 2.12 ."FtaHpbrlp PJppsqre. -pU"tnerahip
Property" shall mean all the property, ra&l aM persanal, a~ any
ti.mll owned by tbe PareDersh1p.

Inter:O~:~~~ii3 mea:~liI·r=rest ;r;::.:••:tt~ a8 Be~Pe;:~taI:
Exhibit A, as INch percentago interest may be adjutllt.ed purllUa.nt to
$cctian 3.2 balow.

Section 2.1' -prOut,- OF -k?OPu-. -Profits- or -LoBSes-
shall mean the: profits or losses of the Partnerebip for Pederal

~~a:rs~ t=~Sg~,l~~~9"orV';~~~ia~~tatiQl1' each item of

Aa'1'ICLB III
ClU'ITJIL

•

SeaUon J.1 Cqnt;ributi9p, pt QMupl PArtner pp4 Ltat,tFd.
~. The General Partner and. lIim1ted. Partner have contribute4
to the capital of the pil"neruhip U1e amounta set torth ill
Bxhibit A (the -Initial capital ContrlbUtion$-).

Seoticm J. 2 Ad4itiqpal 9BPita1 CantrltnlHpq.a. !,&~artnf!!lr
shall be obBgated. to mAke any ad.d.it:l.onal capital cV""'rib\,ltion

0'(;}r.:v2f (1,)
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• (-Additional capit.al. contributioDS -I to the Partnership. It a
Partoer (the -Ngn cgptribul;ipg Panger-) t'ailll eo C\ak.e che fUll
amol..mt of itll pro rata sbare ee any Additional capital
CoDtr1butions. hOWlVer. the Partner. teeea, a -rggtrUZlItipg
~-) whO have ll'IIlaet all of their prorata share ot any
Additional capital COntrlbutiotliJ 1n connect.ion nth the outstanding
call may. but shall not he required. to:

(i) malta all or part of the Aclclitional capital
Contribution (tor itll own capital Ac:eount and. capital
contribut.ion Account) wt\.icn. ene Non-Contr1.buting Partner
baS elected. not to J'llake aDl:! cause the Capital Account.
and capitAl Corttribution Account of the Non-Contdbuting
p~tner to be reduced (:in aMit:ion to the adjuabMnt:8
that shall automaeica.lly occur by vi..t'tue ot" such
COntributicma) by t~ty-tive percent: (25" of the
Additional capital Contr1.butione funded by such
Contributing Partner on behalf ot such Non·COntributing
Partner. The corresponding Capital kcount ana capitAl
Ccmtri.bution Account of each Contributing Partner shall
be increased Un addition to the adjuetznenta that shall
autOlMt1cally occur by virtu. of auch contr.:lbutionBl in
the amount that the correspondU1g Capi.tal ACcount and
capital Contribution Account of the Non-Cont:rllluting
Partner i:ll so reduced or a p~ata .b&rao of suCh amount
it thara 1e mer. than one contributing Partner. Tbero
Eha.lJ. bel correGpODdin9 adjustments in the percentage
Coaeribution Accounts; or

CU.) make a loan to the Non-Contributing Partner
It.bA proceeds of which eh.lI11 be paid to the Partnership
"" iI contribution by the Non-Contl:'11:lUeing partner) for
all or part. or the amount of the Mdit1ODill. capital
CDntrillution eha NoA·ContrilNting i'artDer elected. not to
make and. have such loan secured. bY the security i.nterest
in the Non-Contributioll Partner'. Partnership interest~=:a~~:~t~re~8=~~ ~-~~rr~t:
Partner). The Pa:rtr:ll~rsllip, in such cireurutancC!!(I. 8hall
'Use the first distr:l.butions otherw"iae pa~le or

~~8~~~t~; ~Ch8U~=1n~o:.tr~~~n\~rt'::~l1he~~
recourse o.nc1 ehAll have an interest rate equAl to two
pereent (2':) over eh.8 corporate balle rate ot Cit1.bank,
N.A. in .tfect t:rom time to time.

•

•
TO the extent more than one ParOier wtotles eitber to

contril:Ju.te OJ:"to loan funds in the amount; not contribut~a Non.
contributin9 PiLrtner in accordm:l.c. with t'hie Sectioo, ea art.urzr
may lend or contribute funds pro rat.a in p:roport to its
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• Percentago .Interest J prOV1dElt1howover, DO eucn Partner will be
permittCld. to eontr1.bu~e Cllp1tal or make .. loan pursuant to this
SRt10n lla:reof unless ;i.t bas already contribt.1tecS the full amauDt or
;i.e. Mditiooa1. capital COAtributiou called tor at such titoe. .In
the eveee the Partners are umrilling to contribute or l.enc1 tunda to
the Partnership in the eotal. amoune nee so cOEI.tr1butecS by the Non-
ContribueJ.ng Partner, the General Partner may obtain capital
contribution» fran noD.-par~.rlll lin which case .such perll'ODS shal.l
became lim:Lted. pa.ru1eZ'B in the Partnership) or o))tain loans fran
non·partnere. in either case on the .AIlIe basis as the Partners alily
make contributions or l.oans ao provided above.

AJl'l'Ia.a rv
I)ISftnV'nOlfS

•

SeaUent ".1 pietrihptigp8 At: HAt cagh ".. The Net cash
Flow of the Partnership tor each calenclilr fB&r lllhall be c1illltributed
at lINch ti.JMl. and in such amounta as determined by the General.
Parener in its sale discretion in the following order and priority;

(al First, to the General Partnez:o until the General
Partner tta. roce:l.ved a cwraUative return aqual to
t1tteen percent (lstl per annum on the total.
capital contributions lIhich lIaYa been trlade by the
General Partner and which would have been made by
the General Partner to the Partftership allBwning cne
Part.narship had no clabt; anc1

(b) Second, 95.:1.' to the General. Partner and. 4.9t to
the Liudtec;l Piu"tncr.

Section 4.2 pint.rihyugp' pI lint 8&10 and BaUD.l.DQUIa'
~. Any Net Sa1e and. RefinAncing Proceec1a ot the Partners1U.p
shall be distr!butecl at ouch tinle. and in INch amounte as
~~~~~;d o:lerth~ O;:f::f:t;:artner :Ln ite solQ c1iecretion in tho

(a) Plrst, to the LiJnited Partner until the Limited
Partner bas rece1V8l! a. reeurn ot its Initial
Capital Contribution;

(b) seeeea, to tlla: General Partner uneil tho General
partnez:o has reccivecs a fifteen percent 115')
internal rate 0' return on ttla toul capital
con1;.r!but.ions which have been macle by tbe Ganenal
Partner ancl whiCh woul.d bave been made by eb.e
General Partner to the PartJ1ll!lrahip aDa'Wldng the
Partnership bad no debt; and
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• (0) Third. eighty-f:l.ve perceut (85t) to the oenen.l
parteor and fifteen percent. (1St) to the Limited.
-.ner.

All'J'ICLB V
AWiOCA'1'%QJI OP PROFITS 0Jl LOSSU &ltD CRBD:E'1'B

Seat.iOll 5.1 rxoUu qr Zea'M or c:r.st1i;a (rQIDOIMRt10D4!.
The ProfitlS a.nd. t.ollulell and tax creditl! of ebe Partnership shall be
&1.1oca~ed. to the P~r., in t:.he same proportion ilS Net cash Flow
and Net sale and Ref1DAnc1Dg Procced:i are cUstributed tor t-ho year
in quest-ion; provided. that U: there are no cU.8t-ributiODS ot Net
CASb Flow or Net Bal.e a.rtd Retinaneing" preeeeds. aJ.I Protits a.ad
Losse, <lf1d. tax creditlil llIhAll be allocated. aoley to the cen.ral
Partner. All Protit. or La •• oa and ~ credits frCll\ll t-he
Partnersh1.p tor a fiscal year allocable with respect to any
Interoots which mlly hava btten assigned c!Uring such fisc:a..l year
anall be allocated bet-ween the aiullignor and assignee based upon the
number of days in the year that eecn was recognj.zec1 (pursuant to
Section 8.2) .8 the owner of the Interellt. wit-hout regard. to

~:~l~O;lt1:at or~:~a:::.eit-: =~~:~;~bu~~:::'~h m:J:~~
the assignor or ·assignee.

• Seation 1.1 IlayqtqDt!llt;. The General Partner shall have
full and. (!xolusive management antS oorttrol of t-hs l>\1s!.ness of the
Partnership. The General partner shall devote such t1ow! to the
wsinesa ot ene Partnership as it deems neeel!!ll!lary. :In addicton. to
othl!r rights and powers. tho General Partner is expressly
aut.horized t-o Ie) employ, enga.ge or eeeeeece with entities,
includ1ng tts Affiliates. 1n the operation and macagemane or the
Partnerahi.pl (b) borrow tIIOney tor Partnership purposetl: Ie)
purchase, eext , pls4ge. hypOthGCilte aJ1d mortgage PiU'tnership
property; (d) caWliCthe fa.rtnenhip t-o take any actions which the
General. Partner deems appropriate as the owner ot eue Hotel; and
(e) make calls to the Partl18rs tor AdditionaJ. capiee.J.
contributions .

•
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• Partnership tor such fiscal ~r. ineludirIG a balance sheet and
stat.ement ot income or lce8 and c:bani"ea in f:Lnarteial position tor
such fise&! year. the balance ot the I.o1m1ted Partner's capital
account. the unpaid baladee due W14er all obligations ot the
Partnersbip and all other infoEUlation reasonably requested. by any
partner. The Limited Partner. 4ftd. the authorized Agants thereot.
shall nave the right at. all reasonable t.:h~8 ee audit. e.xam1De ana
lllllke ecpiell or extracts from the Partnership ):looks at' account.
pederal. state and reeea :inCQIDetax returns of the PartnerQhlp
shall Q8 prepared and t1lDely filed by ehe Geaenl Parener. COple.

~~~'U~;Xt~~~'=~~ =n~~=~~1~~~~d::f;::~ecfr~~
tax mat tara partner at t.b8 Pannerahip.

B80tiOO6.3 plther hpp"_1h1p AgtSYiUep. Neither the
General Partner nor the Limit.ed Partner are prevente<l hereby fran
engagi.og in other aetivit.ies tor profit wbet.her a1m1lar to the
purpoae at the Pa.rtnership or otherwise and whether or not
c::crapetitive with ehe business ot the Partner8t1ip.

Aa1'J'CI.B VU
JUc:B'1'S aJiP:II Qll%,J'QATIOlIS OV '1'1DI z,:IXr%BD pAJt1'HBJt

•
Section 7.1 LWtr4 UahilUny. The Liroited Partner shllli

ngt be petrtlonally liable tor any of the ckbts ot the Partnenilhip or
any ot the los.88 thereof beyoDd. the amount contrioutcd or
COZ1t.raCter:!to be contrllAtted by the L:i.JrI1tedPartner to the capital
Of the PartDe%'sbip.

Bect:.!OA7.2 Ylpn ptmt RoapQP,dhiHty. The Limited
Partner. os sach, shall. not eMe part in the mana.gement ot the
bUs:incsa or transact; any bwilnesa tor the Partnership, nor .bal.l
the Limited partner have the right to approve or disapprove any
llctions taken I:ly !:be Partnership.

SeotiQD 1.3 lip !p1;Mrj tv to Mt. The Lim!ted Partner
ahall not have thQ power to act on blilhalf of or binI! the
Partnership.

Section 1.. QioISb-PurpQU bMW. The Limited Partnor
ahall at all time. J:ema1n .. single-purp08e entity Whose 80l.0 AS.et
shAll be its interest 1n the Partnership. In no event ahall the
Limited Partner ineur any liabilities or debt8 without the prior
writ.ten consent of the General Partner.

•
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• actversely eeeeeee the L1m.Lted.Partner sbiall be ac:lopte4 witboUt the
wrltt.en approval ot the L!m1ted Partner.

AA'l'ICLB VIII
'1'&UIS.-mtABILI'1TOV PAJt'1'BBJlS' Dr'l'BJt&S"1'S

SDctioa. 8.2 J'nDAtarahU,io/ qt J'm1ted '.rtpor'" JDt"lif'Bt.
'l1\e Limited Partner ma.ynot .eu.~. transfer, a.sign, p~edgc or
otherwise alienate the whole er any portion of: ita raeeeeee 1n t.he
Partnereh1.p without the prior write.n consent or: the General
Partner; pJ:'OVlded.. however. ehe General Partner ahall not
uoraa.a:onably withhold its consClnt t.o any allsi!PJlrl8nt or transt'eJ:' ot'
the L:Urdted Partner'. intereat in tbe Partnersh1p to ac. ,Affiliate
ot the I.imited Partner. No tralUlteree of .all or any part. of: eee
Liulitea Partner'. int.ereat. in t.he Partnership shall become a
crul:lst.it.ut.ed Limited Partner unlese the transferee consents in
wrlcipg. in a form prepared by or reasonably aatist'actory to t.he
General Partner. to be boUnd bY the terms atld. conditions of this
Agreement. in eae placD and stead of the transferor Limited ~r.

•
SecUOD a.J Opt!gp4 to PurQbono op4 1011 thII Limned,

fertporphSp Jpt.Fe-\. At any t,1me c1urlng l:be 8ixl:.h (6th) year
following the acquiSition of chili Hotel by the Pannerohlp. the
Limit.ed Partner can elect to put itG Interest 1n t.be Partnership
to the General Partner provideCS the Limit.ed Partner gives the
General Partner not.ice at such election (the "Put Notice") At

~~a~~t t,n~trn~~~tI~YD ~i~~i~: ~~ew~~: ~~ew~~t.;~ ~::t.:~~C~~~.
its Interest in the Partnerehip ee the Gtlner.al Partner (the ·Put
Price"l will equal the amount Uio Limited PArtner would have
receivad it the Botel was sold aDd t.he proceede distributed. in
accordance witb tbe tertllS at t.his Agreement. includ.ing Sectlone
:l.9 and 4.2. calculated as if there was no debt on the Project.;
and t.he Put. Price shall be paiel on t.he date the Limited Partner
put.s lUI Intereal:. to the General Partner. For purposes or this
section. the Hotel shall be deemed to have been aold ter • price
equal ee t.en (10) t.iJr"lIS the Net Operat.ing Income tram the BoLel
for t.he twelve (12) months luunedlately preceding the put. The

~:;r~:t~ ~~ c~~l f~:~:~.~:~o:~t:~t:~j~:~~~lo~O~t any
raul:' percClnt I"') ot J:'evenue tor &CSd.ltlon to the FPd reserve,
whether or not any money 18 act.ually c1eposll:ed into the 1"1"&8
reserver and the llIalea price IlIbAll be det.ermined atter deduc:t.lon
for C01lItStyplcal~y incurreCS in t.he Bale of elmilar pro~i.s as
set forth i.n Sect~on :l.~ Af>OVe. In det.ermining the Pu;cyrice,
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• bo"ever, no credit shall be given for any rea0Z'V88 b8ing held by
tbe Partnarehip, incl~ding any capital expenditure reaerve8.

The General Perener shall have the right to acquice the
zoterest o£ the Limited Partner in the Partnership either 'a)
v1thin siJu:.y (GO) dayo after the lease for tho Hotal. baing
entered into concurrently herewith between the Partnership and
the Limit8d. Partner's Affiliate is tenninated, or (b) at any time

~~:i~r~:8:e~~~:r:::t:tx ~n~h~;;~~:r~~~/~tri~:' f~~~r~be
tenth (lOtn) year following the purchaae of thAI Hotel by the
Partnership it the t.1Jnited Partner does Dot exercise the
foregoing righl:. to p~t its Interest to the General Partner by the
end of the Bi}cth "th) year SBt forth above, provided, however,
eue General Partner llhall stve the Limited Partner notice of such
election (the -Call Notice") at least thirty (30) days prior to
the date on wh:l.chit hao elected to purchase 19UehIn~erest. The
price tor the purchase ot the Limited. Partner's Interest (the
-Call Price-) ehall be calculated. ~sinq the same to~l.a tor
ealculat.i.ftg the Put Price a~ shall be paid. on the dAte theQenecol Partner acquires the LLmited. Partne~'8 Iotereet.

•
The PUt Price or the call Price, ae the case may be, ahall,

at the Qeneral. Partner' 8 election. be mad. either in cash or in
lilrlited partnership units in the General Pit-rtner ("OP Units-).
It the General partner elects to make the payment in 050 Units,
the Limited partner shall receive the number ot OP units, rounded
to the neare8~ whole. equal to the Put Price or the call P:c'ice,

:~a;~: i:8~asm:rl:-HO~;i:l.;:~p~ti~:~:e~::eN~;o~~~i ~~~~~ ~~hange

~~~a:;~·tp;~~;:i:gt~~i~~:.Of,i~·Li~~:~ t;~~n~:Ya~:noc1
have the rIght to convert the OP Units into shares of LaSal.1.e
Hotel. PZ'Oporties (the "LBOSbolrelll-) on the tenns Bet tort.h in the
Gene;,:al ".rtner's Partnorship Agreement. The Limited Partner
shall also bava the right eo have the LHOShares regist:ered on
the terms eer forth in tbe Registration Rights Agreement attached
bereto Exhibit A. NotvithBtanding the foregoing. the General.
partner shall be required. to pay the Put Price Or the call Price
in eeeu, and not in OF t1l1ite. if. at the time the Put Notice or
Call Not.1Cli' i., glven, either lal LBOShares are DOt trad.J.ng on
the New York Stock Bxcbange, (b) there are any r8striet1ons
(ether than general securities laWll restrictions) 00 the trading

~ L~~':~IT:do~y(~~ ::~J.~:~~~;ITa~~~~~v:~~e~~.i:~m1~~~r~t~~~
case of any .u~h action filed against LaSAlle Hotel Properties,
such action is not d.iamissed. within Bixty (60) days at the filing
thereof.

•
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• Aa'l'1CLJ1 DI:
J)%880LtrrIOB .UID L%gt1II)A'1'1'0Ir

SecUoo '.1 Pi._'p1pdpll. The Part,aorehip shall be
cUsliolvecS uPOn the OCCUrTcn.c:o of any of the tollow1Dg eventlH

(a) The expiration ot the term ee the Partnership:

(b) The withcSrawal, Bankruptcy or
Dissolution oX' Te:J:Jn1na.t1on, of the Gene:lral
subStituted. aan.ral Partner i8 Illeetad. by the
or

Insolvency, or
Partner, if DO
Lirrdteci Partner;

(cl 'lbe sale of the Hotel by the Partnership.

SocUoa. '.2 w'Pdfpg IIp ap4 Wwidpticm pC tho pvtaOFoWp.
Upon the dissolution of the partnership. the General. Partner, or
it it i8 not available. a liquidator selected by. the Limited
Partner. shall proceed to wind up t.hQ partnership bul!li.nesS. The
General Part~r or auch l1q1.lJ.<1ator. a. the ~. may be, llball apply
the Partnership a8seCs. after payment. of Partnerahip debts and
liabilit.ie.. aM t.he creation of such re.erves a. thfII liquidator
Cleemsappropriate, to the Partners in aeeordance with Article XV.

Aa'1'ICLB Z
aasCBT T''''!'C'"S navI810RS

• Soc~t.oa10.1~. Any eeeaeee or
hereunder shall bll sent. by mail to the Partner1ll at
set forth in Itxhibit A, as amend.ed. from time to
shall be ccmsiderecS given. aDd any appliablQ time
the date such notice is mailed.

cCllDUUl1icatlons
their addresses
tiJr.e. Notices
ehall run. from

•

Sec~ 10.2 appHsAA19 Lay. Notvitha:tanc1ing the plAce
where this ~nt may be execut.ed by any pax-ty. all eee teUl\S
and pJ:'CVisiONI of this AgreemeDt. and the validity hereof shall be
iDterpreted UIld.llr ene laws of the State of C&.lifornia.

SIlO~cm 10.3 Cpuptuparg. This Agrel!llll8Dt may be executed
:i.D any number or counterparts with the same effect &II if all the
Partners had lJigc.ad tha same eeeceeee . All eaunterpartlD sball be
CONltrued together and Mball cOll.etitute one iUiltnmect.

SIICUOD10." .(ceet o( AQ'rOC!lll"pt. This Acireement shall be
b;l.nc1ing upoll and inure to the bQl1l!lfit of each of the parties. their
heirs. deVisees. personal representatives, succe8aors ~ assigDlil.

IN WI'IWBSSWHBRBQP,thi8 Agreement is executed and ~ to by
the parties "hose signatures appear below. O~
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GENBRAL PAR'I'NB'RI

LASALLB HOTBL OPBRATING
PAATNDSHl:P, lo.P., a De~aware
limitecS partnership

By; LaSalle Hotel Properties. ita::D'~
Its~oq);"'"
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• Y,lKU'!ED PAA'ftmR,

NU1'IDOOP SAN DUGO ASSOClATES,
LTD ••• CalifO%niA 111l1il:.cd.

parenaS'$btp

By, W•• CSJ:'O\tPParl:IUlr8, Inc., ice
9'8118%'al~tner

•
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•
Qoncral PllreftC!!lr:

LASALLB fIO'J'SL OPrmATINGl
PAJlTNERSHXP. L.P.

200 &lift RaDl101ph Drive
Cb!cago. Illinois 60601

Limited partner:

WBSTGROUP SAN DlBGO ASSOCUTRS.
LTtl.

600 Stewart Street
Sui.te 300
BeattIe. Wil.8h.iDeton98101

$73.000,000

$10.000

•
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FIRST AMENDMI!NT TO AGREIlMENT OF LIMIT£D FAR'NERSHIP

nus FIRST AMENDMENT isc:ntemt irtUlasoltbo Isr:day ofJuae. 2004. by
and _ LASALLE SAN DIEGO FINANCING. L.L.C.,. De1Il..... limitccl
.-..wp ("'""OencmI""""'" WESTG\l.OUP SAN DIEGO ASSOCIATES, LTD.,
a C&lifomia IUDitccl_biF (lho "WithdrawinS Futn<r'1, and LASALLB HOTEL
OFERATING FARTNERSIDP, L.P .•• DcIawan limitccl ponnenhJp (the "Now_1.

WITNESSBTH.

WHEREAS, the 0<rI0l0J _ODd the WIIbdrawiJl& F""""' ... tho _ m
LHO MisIioll Bay Ho .. I, L.P., CaII1bnlialimitod pa1DCnhip(the "Partaonbip), p_
to an AgreemCDt of Limited Partnership. dated. .. of June I. 1998 (the "Agreement").
_ the lJcncoaI_ ODdWitbdrawiD& Panaet; and

WHEREAS. the Wil:hdrawiDa Parmer bu lISlIipd ill ezuirc iateRst in the
Partncnbip \0 tho New Partner. and tbc parties dcsinl to amend the Aar=mom to provide
for tho witbdmwaJ of tbe Withdrawing Partner from the Partncnhip and the admission of
the New PartDcr to the PartncrJb.lp.

NOW THEREFORE. in eonsidaatiOD afthe murual promises and for oth.ct good
and wluabl. ccmoidcrati .... the ..... p< ofwhich ia bcrd>y -odacd, lbc ponies
bento 8BfClO U folloM:

1. Eft'ecdve as of the date hereof. the Witbdrawinl; Portner withdraws ftom
!be PortIlcnhip, ODd!be Now P....... i.admilled .. lbc PanacnlUp.

2. Sffcc:;dvClU oftbo due hereof;, all refe:=c:tl in the Agrccmcnt to the
Withdrawing Partner shall be ciccmed to raflIt to the New Parmer. and.. effective. CISof tho
date. bcrcof.dw New Pa1neI sba11 be dccmcd tD be the owner ofthc eutiro riaht. title aDd
i:atcft:st oftIuJ WilbdrawiJl& Pannerin the Pvtncnhip.

3. Except as modified bc:rem. the Aareement shall mnaiQ wnnodificd and in
full foru and offect.
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IN WITNESS WHEREOF, the partin bavoaipcd. this Pim AmeIIdm.eat as otthc
day lIIId yoar lim &hove _

LASALLE SAN DIEOO FINANCING. L.L.C, •
Dctaware limitcd.liability company

By:Wall. flat.' Dporatina PutnonIrlp, L.P., it>
soJcmember

By: LaSalIa Holol Proporti ... it>goaeral_

BY:~
Tid.~~

WESTGROUP SAN DIEGO ASSOCIATES, LTO.,
• California limited putncrship

By: WostarouPP_Inc.,its __

t5:~Dd'~
LASALL OPERATING

PARTNERSIDP. L.P., a Delaware limited
parlIICZSbip

By: LaSoll. """'I ProportIat, It>__

BY:~TitIC~,.Jrl>
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LIMITED LIABILITY COMPANY AGREEMENT
OF

LHO SAN DIEGO FINANCING, L.L.C.

This Limited Liability Company Agreement (together with the schedules attached
hereto, this "Agreement") of LHO SAN DIEGO FINANCING, L.L.C. (the "Comoany"), is
entered into by LASALLE HOTEL OPERATING PARTNERSHIP, L.P. as the sole equity
member (the "Member"), and Richard Klumpp ("Springing Member 1") and Thomas M.
Strauss ("Springing Member 2"), as the Springing Members (as defined on Schedule A hereto).
Capitalized terms used and not otherwise defined herein have the meanings set forth on Schedule
A hereto.

WHEREAS, on or about November 26, 2003, the Company was formed as a
limited liability company pursuant to and in accordance with the Delaware Limited Liability
Company Act (6 Del. C. § 18-101 et seq.), as amended from time to time (the "Act");

NOW, THEREFORE, Member and Springing Member 1 and Springing Member
2 agree as follows:

Section I. Name.

The name of the limited liability company formed hereby is LHO SAN DIEGO
FINANCING, L.L.C.

Section 2. Principal Business Office.

The principal business office of the Company shall be located at 4800
Montgomery Lane, Suite M25, Bethesda. Maryland 20814 or such other location as may
hereafter be determined by the Member.

Section 3. Registered Office.

The address of the registered office of the Company in the State of Delaware is
c/o The Corporation Trust Company, Corporation Trust Center, 1209 Orange Street,
Wilmington, New Castle County, Delaware 19801-1102.

Section 4. Registered Agent.

The name and address of the registered agent of the Company for service of
process on the Company in the State of Delaware are The Corporation Trust Company,
Corporation Trust Center, 1209 Orange Street, Wilmington, New Castle County, Delaware
19801-1102.
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Section 5. Members.

(a) The mailing address of the Member is set forth on Schedule B attached hereto.
The Member was admitted to the Company as a member of the Company upon its execution of a
counterpart signature page to this Agreement.

(b) Subject to Section 9(c), the Member may act by written consent.

(c) Upon the occurrence of any event that causes the Member to cease to be a
member of the Company (other than (i) upon an assignment by the Member of all of its limited
liability company interest in the Company and the admission of the transferee pursuant to
Sections 21 and 23, or (ii) the resignation of the Member and the admission of an additional
member of the Company pursuant to Sections 22 and ~ (a "Member Cessation Event"),
Springing Member shall, without any action of any Person and simultaneously with the Member
Cessation Event, automatically be admitted to the Company as a Special Member and shall
continue the Company without dissolution. If,however, at the time of a Member Cessation
Event, Springing Member I has died or is otherwise no longer able to step into the role of
Special Member, then in such event, Springing Member 2 shall, concurrently with the Member
Cessation Event, and without any action of any Person and simultaneously with the Member
Cessation Event, automatically be admitted to the Company as Special Member and shall
continue the Company without dissolution. It is the intent of these provisions that the Company
never have more than one Special Member at any particular point in time. No Special Member
may resign from the Company or transfer its rights as Special Member unless a successor Special
Member has been admitted to the Company as Special Member by executing a counterpart to
this Agreement. The Special Member shall automatically cease to be a member of the Company
upon the admission to the Company of a substitute Member. The Special Member shall be a
member of the Company that has no interest in the profits, losses and capital of the Company and
has no right to receive any distributions of Company assets. Pursuant to Section 18-301 of the
Act, a Special Member shall not be required to make any capital contributions to the Company
and shall not receive a limited liability company interest in the Company. A Special Member, in
its capacity as Special Member, may not bind the Company. Except as required by any
mandatory provision of the Act, a Special Member, in its capacity as Special Member, shall have
no right to vote on, approve or otherwise consent to any action by, or matter relating to, the
Company, including, without limitation, the merger, consolidation or conversion of the
Company. In order to implement the admission to the Company of the Special Member, each of
Springing Member I and Springing Member 2 shall execute a counterpart to this Agreement.
Prior to its admission to the Company as Special Member, each person acting as a Springing
Member I or Springing Member 2 shall not be a member of the Company.

(d) The Company shall at all times have a Springing Member 1 and a Springing
Member 2. No resignation or removal of a Springing Member, and no appointment of a
successor Springing Member, shall be effective unless and until such successor shall have
executed a counterpart to this Agreement and accepted its appointment as Independent Manager
pursuant to Section 10. In the event of a vacancy in the position of Springing Member 1 or
Springing Member 2, the Member shall, as soon as practicable, appoint a successor Springing
Member to fill such vacancy. By signing this Agreement, a Springing Member agrees that,
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should such Springing Member become a Special Member, such Springing Member will be
subject to and bound by the provisions of this Agreement applicable to a Special Member.

Section 6. Certificates.

Hans S. Weger is hereby designated as an "authorized person" within the meaning
of the Act, and has executed, delivered and filed the Certificate of Formation of the Company
with the Secretary of State of the State of Delaware. Upon the filing of the Certificate of
Formation with the Secretary of State of the State of Delaware, his powers as an "authorized
person" ceased, and the Member thereupon became the designated "authorized person" and shall
continue as the designated "authorized person" within the meaning of the Act. The Member
shall execute, deliver and file any other certificates (and any amendments and/or restatements
thereot) necessary for the Company to qualify to do business in the State of California and in any
other jurisdiction in which the Company may wish to conduct business.

The existence of the Company as a separate legal entity shall continue until
cancellation of the Certificate of Formation as provided in the Act.

Section 7. Purposes.

(a) Notwithstanding anything to the contrary in this Agreement or the Certificate of
Formation, for so long as any Obligation remains outstanding, the purpose to be conducted or
promoted by the Company is to engage in the following activities:

(i) to act as the sole general partner of LHO Mission Bay Hotel, L.P., a
California limited partnership (the "Property Owner"), which will
acquire, own, hold, lease. operate, manage, maintain, develop and
improve, the real property described in the Loan Documents (the
"Property"); and

(ii) to engage in any lawful act or activity and to exercise any powers
permitted to limited liability companies organized under the laws of the
State of Delaware that are related or incidental to and necessary.
convenient or advisable for the accomplishment of the above-mentioned
purposes

(b) The Company, and the Member on behalf of the Company. may enter into and
perform the Basic Documents and all documents, agreements, certificates. or financing
statements contemplated thereby or related thereto without any further act. vote or approval of
any Member or other Person notwithstanding any other provision of this Agreement, the Act or
applicable law, rule or regulation. The foregoing authorization shall not be deemed a restriction
on the powers of the Member to enter into other agreements on behalf of the Company.

Section 8. Powers.

Subject to Section 9(c), the Member, on behalf of the Company, (i) shall have and
exercise aU powers necessary, convenient or incidental to accomplish its purposes as set forth in
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Section 7 and (ii) shall have and exercise all of the powers and rights conferred upon limited
liability companies formed pursuant to the Act.

Section 9. Management.

(a) Management. Subject to Section 9(c), the business and affairs of the Company
shall be managed by or under the direction of the Member.

(b) Powers. Subject to Section 9(c), the Member shall have the power to do any and
all acts necessary, convenient or incidental to or for the furtherance of the purposes described
herein, including all powers, statutory or otherwise. Subject to Section 7 and each limitation set
forth elsewhere herein or in the Loan Documents, the Member or any Person appointed by the
Member has the authority to bind the Company.

(c) Limitations on the Company's Activities.

(i) This Section 9(c) is being adopted in order to comply with certain
provisions required in order to qualify the Company as a "special purpose"
entity.

(ii) Notwithstanding anything to the contrary in this Agreement or in the
Certificate of Formation, neither the Member nor the Company shall, so
long as any Obligation is outstanding, amend, alter, change or repeal any
of Sections 1,~, ~ ~ the second paragraph of §,z.a 2. 10, 1§.
~ 21, 22, ~ M. 25,26.27,29.30, IIor 32 or Schedule A of this
Agreement (to the extent that the terms defined in Schedule A are used in
any of the foregoing sections) (the "Special Purpose Provisions"),
without the written consent of the Lender. Subject to this Section 9(c), the
Member reserves the right to amend, alter, change or repeal any provisions
contained in this Agreement in accordance with Section 32. In the event
of any conflict between any of the Special Purpose Provisions and any
other provision of this Agreement or the Certificate of Formation, the
Special Purpose Provisions shall control.

(iii) Notwithstanding any other provisions of this Agreement or the Certificate
of Formation and notwithstanding any provision of law that otherwise so
empowers the Company, the Member or any other Person, neither the
Member nor any other Person shall be authorized or empowered, nor shall
they permit the Company to and the Company shall not, without the prior
unanimous written consent of the Member and the Independent Managers,
take any Material Action with respect to the Company or the Property
Owner, provided, however, that the Member may not vote on, or authorize
the taking of, any Material Action with respect to the Company or the
Property Owner, unless there are at least two Independent Managers of the
Company then serving in such capacity,

(iv) The Member shall cause the Company to do or cause to be done all things
necessary to preserve and keep in full force and effect its existence, rights
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(charter and statutory) and franchises; provided, however. that the
Company shall not be required to preserve any such right or franchise if:
(1) the Member shall determine that the preservation thereof is no longer
desirable for the conduct of its business and that the loss thereof is not
disadvantageous in any material respect to the Company and (2) the
Rating Agency Condition is satisfied. Notwithstanding anything to the
contrary in this Agreement or the Certificate of Formation, for so long as
any Obligation is outstanding, the Member also shall cause the Company
to and the Company shall:

(A) maintain its books, records and bank accounts separate from those
of any other Person;

(B) at all times hold itself out to the public and all other Persons as a
legal entity separate from the Member and from any other Person;

(C) have two Independent Managers separate from that of the Member
and any other Person;

(D) file its own tax returns separate from those of any other Person,
except to the extent that the Company is treated as a "disregarded
entity" for tax purposes and is not required to file tax returns under
applicable law. and pay any taxes required to be paid under
applicable law;

(E) not commingle its assets with assets of any other Person;

(F) conduct its business only in its own name and strictly comply with
all organizational formalities to maintain its separate existence;

(G) maintain separate financial statements, showing its assets and
liabilities separate and apart from those of any other Person and
not have its assets listed on any financial statement of any other
Person; provided, however, that the Company's assets may be
included in a consolidated financial statement of its Mfiliate
provided that (i) appropriate notation shall be made on such
consolidated financial statements to indicate the separateness of the
Company from such Affiliate and to indicate that the Company's
assets and credit are not available to satisfy the debts and other
obligations of such Affiliate or any other Person and (ii) such
assets shall also be listed on the Company's own separate balance
sheet;

(H) pay its own liabilities and expenses only out of its own funds;

(I) not enter into any transaction with an Affiliate of the Company
except on commercially reasonable terms similar to those available
to unaffiliated parties in an arm's-length transaction;
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(J) pay the salaries of its own employees. if any. only from its own
funds;

(K) not hold out its credit or assets as being available to satisfy the
obligations of any other Person;

(L) allocate fairly and reasonably any overhead expenses that are
shared with an affiliate. including for shared office space and for
services petformed by an employee of an affiliate;

(M) use separate stationery, invoices and checks bearing its own name;

(N) not pledge its assets for the benefit of any other Person;

(0) correct any known misunderstanding regarding its separate identity
and not identify itself as a division of any other Person;

(P) maintain adequate capital and a sufficient number of employees in
light of its contemplated business purpose. transactions and
liabilities;

(Q) cause its Member to act pursuant to written consent and keep
minutes of such actions and observe all other Delaware limited
liability company formalities;

(R) not acquire any obligation or securities of the Member or of any
Affiliate of the Company; and

(8) cause agents and other representatives of the Company to act at all
times with respect to the Company consistently and in furtherance
of the foregoing and in the best interests of the Company.

Failure of the Company. or the Member on behalf of the Company. to
comply with any of the foregoing covenants or any other covenants
contained in this Agreement shall not affect the status of the Company as a
separate legal entity or the limited liability of the Member.

(v) Notwithstanding anything to the contrary in this Agreement or the
Certificate of Formation. for so long as any Obligation is outstanding. the
Member shall not cause or permit the Company to and the Company shall
not;

(A) except as it may be liable for the debts of the Property Owner in its
capacity as General Partner therein, guarantee any obligation of
any Person. including any Affiliate or become obligated for the
debts of any other Person;
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(B) engage, directly or indirectly, in any business other than as
required or permitted to be performed under Section 7, the Basic
Documents or this Section 9(c);

(C) incur, create or assume any indebtedness except (i) indebtedness
incurred in the ordinary course of its business of being the general
partner in the Property Owner, which indebtedness is not
evidenced by a note, and (ii) as it may be liable for the debts of the
Property Owner in its capacity as general partner therein;

(D) make or permit to remain outstanding any loan or advance to, or
own or acquire any stock or securities of, any Person, except that
the Company may invest in those investments permitted under the
Loan Documents;

(E) to the fullest extent permitted by law, engage in any dissolution,
liquidation, consolidation, merger, sale or other transfer of any of
its assets outside the ordinary course of the Company's business
other than such activities as are expressly permitted pursuant to
any provision of the Loan Documents;

(F) buy or hold evidence of indebtedness issued by any other Person
(other than cash or investment-grade securities); or

(G) form, acquire or hold any subsidiary (whether corporate,
partnership, limited liability company or other) or own any equity
interest in any other entity other than the Property Owner.

Section 10. Independent Manager.

As long as any Obligation is outstanding, the Member shall cause the Company at
all times to have at least two Independent Managers who will be appointed by the Member. To
the fullest extent permitted by law, including Section 18-1101(c) of the Act, the Independent
Managers shall consider only the interests of the Company and its creditors in acting or
otherwise voting on the matters referred to in Section 9(c)(iii). No resignation or removal of an
Independent Manager, and no appointment of a successor Independent Manager, shall be
effective until such successor (i) shall have accepted his or her appointment as an Independent
Manager by a written instrument, which may be a counterpart signature page to the Management
Agreement, and (ii) shall have executed a counterpart to this Agreement as required by Section
5(d)(ii). In the event of a vacancy in the position of Independent Manager, the Member shall, as
soon as practicable, appoint a successor Independent Manager. All right, power and authority of
the Independent Managers shall be limited to the extent necessary to exercise those rights and
perform those duties specifically set forth in this Agreement. Except as provided in the second
sentence of this Section 10, in exercising their rights and performing their duties under this
Agreement. any Independent Manager shall have a fiduciary duty of loyalty and care similar to
that of a director of a business corporation organized under the General Corporation Law of the
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State of Delaware. No Independent Manager shall at any time serve as trustee in bankruptcy for
any Affiliate of the Company.

Section 11. Intentionally Omitted.

Section 12. Limited Liability.

Except as otherwise expressly provided by the Act. the debts, obligations and
liabilities of the Company, whether arising in contract, tort or otherwise, shall be the debts,
obligations and liabilities solely of the Company, and neither the Member nor the Special
Member shall be obligated personally for any such debt, obligation or liability of the Company
solely by reason of being a Member or Special Member of the Company.

Section 13. Capital Contributions.

The Member has contributed to tbe Company property of an agreed value as listed
on Schedule B attached hereto. In accordance with Section 5(c), the Special Members shall not
be required to make any capital contributions to the Company.

Section 14. Additional Contributions.

The Member is not required to make any additional capital contribution to the
Company. However, the Member may make additional capital contributions to the Company at
any time upon the written consent of such Member. To the extent that the Member makes an
additional capital contribution to the Company, the Member shall revise Schedule B of this
Agreement. Except as provided in Section 27 hereof, the provisions of this Agreement,
including this Section 14, are intended to benefit the Member and the Special Members and, to
the fullest extent permitted by law, shall not be construed as conferring any benefit upon any
creditor of the Company (and except as provided in Section 27, no such creditor of the Company
shall be a third-party beneficiary of this Agreement) and tbe Member and the Special Members
shall not have any duty or obligation to any creditor of the Company to make any contribution to
the Company or to issue any call for capital pursuant to this Agreement.

Section 15. Allocation of Profits and Losses.

The Company's profits and losses shall be allocated to the Member.

Section 16. Distributions.

Distributions shall be made to the Member at the times and in the aggregate
amounts determined by the Member. Notwithstanding any provision to the contrary contained in
this Agreement, the Company shall not make a distribution to the Member on account of its
interest in the Company if such distribution would violate the Act or any other applicable law or
any Basic Document.

Section 17. Books and Records.
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The Member shall keep or cause to be kept complete and accurate books of
account and records with respect to the Company's business. The books of the Company shall at
all times be maintained by the Member. The Member and its duly authorized representatives
shall have the right to examine the Company books, records and documents during normal
business hours. The Company's books of account shall be kept using the method of accounting
determined by the Member. The Company's independent auditor, if any, shall be an independent
public accounting finn selected by the Member.

Section 18. Reports.

(a) Within 60 days after the end of each fiscal quarter, the Member shall cause to be
prepared an unaudited report setting forth as of the end of such fiscal quarter:

(i) unless such quarter is the last fiscal quarter, a balance sheet of the
Company; and

(ii) unless such quarter is the last fiscal quarter, an income statement of the
Company for such fiscal quarter.

(b) The Member shall use diligent efforts to cause to be prepared and mailed to the
Member, within 90 days after the end of each fiscal year, an audited or unaudited report setting
forth as of the end of such fiscal year:

(i) a balance sheet of the Company;

(ii) an income statement of the Company for such fiscal year; and

(iii) a statement of the Member's capital account.

(c) The Member shall, after the end of each fiscal year, use reasonable efforts to
cause the Company's independent accountants, if any, to prepare and transmit to the Member as
promptly as possible any such tax information as may be reasonably necessary to enable the
Member to prepare its federal, state and local income tax returns relating to such fiscal year.

Section 19. Other Business.

The Member, the Special Member and any Affiliate of the Member or the Special
Member may engage in or possess an interest in other business ventures (unconnected with the
Company) of every kind and description, independently or with others. The Company shall not
have any rights in or to such independent ventures or the income or profits therefrom by virtue of
this Agreement.

Section 20. Exculpation and Indemnification.

(a) Neither the Member nor the Special Member nor any employee or agent of the
Company nor any employee, representative, agent or Affiliate of the Member or the Special
Member (collectively, the "Covered Persons") shall, to the fullest extent permitted by law, be
liable to the Company or any other Person who has an interest in or claim against the Company
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for any loss, damage or claim incurred by reason of any act or omission performed or omitted by
such Covered Person in good faith on behalf of the Company and in a manner reasonably
believed to be within the scope of the authority conferred on such Covered Person by this
Agreement, except that a Covered Person shall be liable for any such loss, damage or claim
incurred by reason of such Covered Person's gross negligence or willful misconduct

(b) To the fullest extent permitted by applicable law, a Covered Person shall be
entitled to indemnification from the Company for any loss, damage or claim incurred by such
Covered Person by reason of any act or omission performed or omitted by such Covered Person
in good faith on behalf of the Company and in a manner reasonably believed to be within the
scope of the authority conferred on such Covered Person by this Agreement, except that no
Covered Person shall be entitled to be indemnified in respect of any loss, damage or claim
incurred by such Covered Person by reason of such Covered Person's gross negligence or willful
misconduct with respect to such acts or omissions; provided, however, that any indemnity under
this Section 20 by the Company shall be provided out of and to the extent of Company assets
only, and the Member and the Special Member shall not have personal liability on account
thereof; and provided further, that so long as any Obligation is outstanding, no indemnity
payment from funds of the Company (as distinct from funds from other sources, such as
insurance) of any indemnity under this Section 20 shall be payable from amounts allocable to
any other Person pursuant to the Basic Documents.

(c) To the fullest extent permitted by applicable law, expenses (including legal fees)
incurred by a Covered Person defending any claim, demand, action, suit or proceeding shall,
from time to time, be advanced by the Company prior to the final disposition of such claim,
demand, action, suit or proceeding upon receipt by the Company of an undertaking by or on
behalf of the Covered Person to repay such amount if it shall be determined that the Covered
Person is not entitled to be indemnified as authorized in this Section 20.

(d) A Covered Person shall be fully protected in relying in good faith upon the
records of the Company and upon such information, opinions, reports or statements presented to
the Company by any Person as to matters the Covered Person reasonably believes are within
such other Person's professional or expert competence and who has been selected with
reasonable care by or on behalf of the Company. including information. opinions, reports or
statements as to the value and amount of the assets, liabilities, or any other facts pertinent to the
existence and amount of assets from which distributions to the Member might properly be paid.

(e) To the extent that, at law or in equity. a Covered Person has duties (including
fiduciary duties) and liabilities relating thereto to the Company or to any other Covered Person. a
Covered Person acting under this Agreement shall not be liable to the Company or to any other
Covered Person for its good faith reliance on the provisions of this Agreement or any approval or
authorization granted by the Company or any other Covered Person. The provisions of this
Agreement, to the extent that they restrict the duties and liabilities of a Covered Person otherwise
existing at law or in equity, are agreed by the Member, the Springing Members and the Special
Member to replace such other duties and liabilities of such Covered Person.
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(t) Notwithstanding the foregoing provisions, any indemnification set forth herein
shall be fully subordinate to the Loan and shall not constitute a claim against the Company in the
event that the Company's cash flow is insufficient to pay its obligations.

(g) The foregoing provisions of this Section 20 shall survive any termination of this
Agreement.

Section 21. Assignments.

(a) Subject to Section 23 and any transfer restrictions contained in the Loan
Documents, the Member may assign in whole or in part its limited liability company interest in
the Company. Subject to Section 23, if the Member transfers all of its limited liability company
interest in the Company pursuant to this Section 21, the transferee shall be admitted to the
Company as a member of the Company upon its execution of an instrument signifying its
agreement to be bound by the terms and conditions of this Agreement, which instrument may be
a counterpart signature page to this Agreement. Such admission shall be deemed effective
immediately prior to the transfer and, immediately following such admission, the transferor
Member shall cease to be a member of the Company. Notwithstanding anything in this
Agreement to the contrary, any successor to the Member by merger or consolidation in
compliance with the Basic Documents shall, without further act, be the Member hereunder, and
such merger or consolidation shall not constitute an assignment for purposes of this Agreement
and the Company shall continue without dissolution.

(b) Notwithstanding anything to the contrary contained in this Agreement for so long
as any Obligation remains outstanding, the Company shall always have one and only one
member.

Section 22. Resignation.

So long as any Obligation is outstanding, the Member may not resign, except as
permitted under the Loan Documents and if the Rating Agency Condition is satisfied and if an
additional member is admitted to the Company pursuant to Section 23. If the Member is
permitted to resign pursuant to this Section 22, an additional member of the Company shall be
admitted to the Company, subject to Section 23, upon its execution of an instrument signifying
its agreement to be bound by the terms and conditions of this Agreement, which instrument may
be a counterpart signature page to this Agreement. Such admission shall be deemed effective
immediately prior to the resignation and, immediately following such admission, the resigning
Member shall cease to be a member of the Company.

Section 23. Admission of Additional Members.

(a) One or more additional members of the Company may be admitted to the
Company with the written consent of the Member; provided, however, tbat, notwithstanding the
foregoing, so long as any Obligation remains outstanding, no additional Member may be
admitted to the Company pursuant to Sections 21, 22 or 23 unless (1) there is a transfer of 100%
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of the limited liability company interest to a single Person and (2) the Rating Agency Condition
is satisfied.

Section 24. Dissolution.

(a) Subject to Section 9(c), the Company shall be dissolved, and its affairs shall be
wound up upon the first to occur of the following: (i) the termination of the legal existence of the
last remaining member of the Company or the occurrence of any other event which terminates
the continued membership of the last remaining member of the Company in the Company unless
the Company is continued without dissolution in a manner permitted by this Agreement or the
Act or (ii) the entry of a decree of judicial dissolution under Section 18-802 of the Act. Upon the
occurrence of any event that causes the last remaining member of the Company to cease to be a
member of the Company (other than (i) upon an assignment by the Member of all of its limited
liability company interest in the Company and the admission of the transferee pursuant to
Sections 21 and 23, or (ii) the resignation of the Member and the admission of an additional
member of the Company pursuant to Sections 22 and 61>, to the fullest extent permitted by law,
the personal representative of such member is hereby authorized to, and shall, within 90 days
after the occurrence of the event that terminated the continued membership of such member in
the Company, agree in writing (i) to continue the Company and (ii) to the admission of the
personal representative or its nominee or designee, as the case may be, as a substitute member of
the Company, effective as of the occurrence of the event that terminated the continued
membership of the last remaining member of the Company or the Member in the Company.

(b) Notwithstanding any other provision of this Agreement, the Bankruptcy of the
Member or a Special Member shall not cause the Member or Special Member, respectively, to
cease to be a member of the Company and upon the occurrence of such an event, the Company
shall continue without dissolution.

(c) Notwithstanding any other provision of this Agreement, each of the Member and
the Special Member waives any right it might have to agree in writing to dissolve the Company
upon the Bankruptcy of the Member or a Special Member, or the occurrence of an event that
causes the Member or a Special Member to cease to be a member of the Company.

(d) In the event of dissolution, the Company shall conduct only such activities as are
necessary to wind up its affairs (including the sale of the assets of the Company in an orderly
manner), and the assets of the Company shall be applied in the manner, and in the order of
priority, set forth in Section 18-804 of the Act.

(e) The Company shall terminate when (i) all of the assets of the Company, after
payment of or due provision for all debts, liabilities and obligations of the Company shall have
been distributed to the Member in the manner provided for in this Agreement and (ii) the
Certificate of Formation shall have been canceled in the manner required by the Act.

Section 25. Waiver of Partition; Nature of Interest.

Except as otherwise expressly provided in this Agreement, to the fullest extent
permitted by law, each of the Member, the Special Member, the Springing Members, and any
additional member admitted to the Company hereby irrevocably waives any right or power that
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such Person might have to cause the Company or any of its assets to be partitioned, to cause the
appointment of a receiver for all or any portion of the assets of the Company, to compel any sale
of all or any portion of the assets of the Company pursuant to any applicable law or to file a
complaint or to institute any proceeding at law or in equity to cause the dissolution, liquidation,
winding up or termination of the Company. The Member shall not have any interest in any
specific assets of the Company, and the Member shall not have the status of a creditor with
respect to any distribution pursuant to Section 16 hereof. The interest of the Member in the
Company is personal property.

Section 26. Tax Status.

It is intended that the Company, solely for tax purposes, shall be disregarded as an
entity separate from its Member for federal, state, and local income tax purposes.

Section 27. Benefits of Agreement; No Third-Party Rights.

Except for the Lender with respect to Section 9(c)(ii) of this Agreement, none of
the provisions of this Agreement shall be for the benefit of or enforceable by any creditor of the
Company or by any creditor of the Member or a Special Member. Except for the Lender with
respect to Section 9(c)(ii), nothing in this Agreement shall be deemed to create any right in any
Person (other than Covered Persons) not a party hereto, and this Agreement shall not be
construed in any respect to be a contract in whole or in part for the benefit of any third Person
(except as provided in Section 30).

Section 28. Severability of Provisions.

Each provision of this Agreement shall be considered severable and if for any
reason any provision or provisions herein are determined to be invalid, unenforceable or illegal
under any existing or future law, such invalidity, unenforceability or illegality shall not impair
the operation of or affect those portions of this Agreement which are valid, enforceable and
legal.

Section 29. Entire Agreement.

This Agreement constitutes the entire agreement of the parties with respect to the
subject matter hereof.

Section 30. Binding Agreement.

The Member agrees that this Agreement, including, without limitation, the
Special Purpose Provisions, constitutes a legal, valid and binding agreement of the Member, and
is enforceable against the Member by the Independent Managers, in accordance with its terms.
In addition, the Independent Managers shall be intended beneficiaries of this Agreement.

Section 31. Governing Law.
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This Agreement shall be governed by and construed under the laws of the State of
Delaware (without regard to conflict of laws principles), all rights and remedies being governed
by said laws.

Section 32. Amendments.

Subject to Section 9(c). this Agreement may be modified, altered, supplemented
or amended pursuant to a written agreement executed and delivered by the Member.
Notwithstanding anything to the contrary in this Agreement, so long as any Obligation is
outstanding. this Agreement may not be modified. altered, supplemented or amended unless the
Rating Agency Condition is satisfied except: (i) to cure any ambiguity or (ii) to convert or
supplement any provision in a manner consistent with the intent of this Agreement and the other
Basic Documents.

Section 33. Counterparts.

This Agreement may be executed in any number of counterparts, each of which
shall be deemed an original of this Agreement and all of which together shall constitute one and
the same instrument.

Section 34. Notices.

Any notices required to be delivered hereunder shall be in writing and personally
delivered. mailed or sent by telecopy, electronic mail or other similar form of rapid transmission,
and shall be deemed to have been duly given upon receipt (a) in the case of the Company. to the
Company at its address in Section 2. (b) in the case of the Member, to the Member at its address
as listed on Schedule B attached hereto and (c) in the case of either of the foregoing, at such
other address as may be designated by written notice to the other party.

Section 35. Effectiveness.

Pursuant to Section 18-201 (d) of the Act, this Agreement shall be effective as of
the time of the filing of the Certificate of Formation with the Office of the Secretary of State of
the State of Delaware on November 26. 2003.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF. the undersigned. intending to be legally bound
hereby. has duly executed this Limited Liability Company Agreement as of the __ day of
December. 2003.

MEMBER:

LASALLE HOTEL OPERATING
PARTNERSHIP. L.P.

By: LaSalle Hotel Properties. its general partner

By: _
Name:
Title:

By: _
Name:
Title:

SPRINGING MEMBERS:

Richard Klumpp

Thomas M. Strauss
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SCHEDULE A

Definitions

A. Definitions

When used in this Agreement, the following terms not otherwise defined herein
have the following meanings:

"Act" has the meaning set forth in the preamble to this Agreement.

"Affiliate" means, with respect to any Person, any other Person directly or
indirectly Controlling or Controlled by or under direct or indirect common Control with such
Person.

"Agreement" means this Limited Liability Company Agreement of the Company,
together with the schedules attached hereto, as amended, restated or supplemented or otherwise
modified from time to time.

~'Bankruptcy" means, with respect to any Person, if such Person (i) makes an
assignment for the benefit of creditors, (ii) files a voluntary petition in bankruptcy, (iii) is
adjudged a bankrupt or insolvent, or has entered against it an order for relief, in any bankruptcy
or insolvency proceeding, (iv) files a petition or answer seeking for itself any reorganization,
arrangement, composition, readjustment, liquidation or similar relief under any statute, law or
regulation, (v) files an answer or other pleading admitting or failing to contest the material
allegations of a petition filed against it in any proceeding of this nature, (vi) seeks, consents to or
acquiesces in the appointment of a trustee, receiver or liquidator of the Person or of all or any
substantial part of its properties, or (vii) if 120 days after the commencement of any proceeding
against the Person seeking reorganization, arrangement, composition, readjustment, liquidation
or similar relief under any statute, law or regulation, if the proceeding has not been dismissed, or
if within 90 days after the appointment without such Person's consent or acquiescence of a
trustee, receiver or liquidator of such Person or of all or any substantial part of its properties, the
appointment is not vacated or stayed, or within 90 days after the expiration of any such stay, the
appointment is not vacated. The foregoing definition of "Bankruptcy" is intended to replace and
shall supersede and replace the definition of "Bankruptcy" set forth in Sections 18-101 (1) and
18-304 of the Act.

"Basic Documents" means this Agreement, the Agreement of Limited
Partnership of LHO Mission Bay Hotel, L.P., the Management Agreement, the Loan Documents,
and all documents and certificates contemplated thereby or delivered in connection therewith.

"Cash Management Account" has the meaning set forth in the Cash
Management Agreement.

"Cash Management Agreement" means that certain Cash Management
Agreement dated [ l,by and among the Company, Lender and LaSalle Bank National
Association, as bank.
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"Certificate of Formation" means the Certificate of Formation of the Company
filed with the Secretary of State of the State of Delaware on November 26, 2003, as amended or
amended and restated from time to time.

"Company" means LHO SAN DIEGO FINANCING, L.L.C., a Delaware limited
liability company.

"Control" means the possession, directly or indirectly, of the power to direct or
cause the direction of the management or policies of a Person, whether through the ownership of
voting securities or general partnership or managing member interests, by contract or otherwise.
"Controlling" and "Controlled" shall have correlative meanings. Without limiting the generality
of the foregoing, a Person shall be deemed to Control any other Person in which it owns, directly
or indirectly, a majority of the ownership interests.

"Covered Persons" has the meaning set forth in Section 20(a).

"Independent Manager" means a natural person who is not at the time of initial
appointment as a director or at any time while serving as a director or manager of the Company
and has not been at any time during the five (5) years preceding such initial appointment:

(a) a stockholder, director (with the exception of serving as an Independent
Manager of the Company), officer, trustee, employee, partner, member,
attorney or counsel of Property Owner, the Company, the Member or any
Affiliate of any of them;

(b) a creditor, customer, supplier, or other person who derives any of its
purchases or revenues from its activities with the Property Owner, the
Member, the Company or any Affiliate of any of them;

(c) a Person controlling or under common control with any Person excluded
from serving as Independent Manager under (a) or (b); or

(d) a member of the immediate family of any Person excluded from serving as
Independent Manager under (a) or (b).

A natural person who satisfies the foregoing definition other than subparagraph (b) shall not be
disqualified from serving as an Independent Manager of the Company if such individual is an
Independent Manager provided by a nationally recognized company that provides professional
independent directors and it also provides other corporate services in the ordinary course of its
business. A natural person who otherwise satisfies the foregoing definition except for being the
independent director of a "special purpose entity" affiliated with the Company that does not own
a direct or indirect equity interest in the Company or any co-borrower shall not be disqualified
from serving as an Independent Manager of the Company if such individual is at the time of
initial appointment, or at any time while serving as a Independent Manager of the Company, an
Independent Manager of a "special purpose entity" affiliated with the Company (other than any
entity that owns a direct or indirect interest in the Company or in any co-borrower) if such
individual is an independent director provided by a nationally-recognized company that provides
professional independent directors. For purposes of this paragraph, a "special purpose entity" is
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an entity, whose organizational documents contain restrictions on its activities and impose
requirements intended to preserve the Company's separateness that are substantially similar to
those of the Company, as applicable, and provide, inter alia, that it: (a) is organized for the
limited purpose of owning and operating one or more properties or of being the general partner
or member of a special purpose entity organized for the limited purpose of owning and operating
one or more properties (i.e. of an "SPE Borrower"); (b) has restrictions on its ability to incur
indebtedness, dissolve, liquidate. consolidate, merge and/or sell assets; (c) may not file
voluntarily a bankruptcy petition either on its own behalf or, if it is a general partner or member
of an SPE Borrower, on behalf of such SPE Borrower, without the consent of an independent
director or manager and (d) shall conduct itself and, if it is a general partner or member of an
SPE Borrower, cause the SPE Borrower to conduct itself, in accordance with certain
"separateness covenants", including, but not limited to, the maintenance of its (and the SPE
Borrower's) books, records, bank accounts and assets separate from those of any other person or
entity.

"Lender" means General Electric Capital Corporation as lender under the Loan
Documents, together with its successors and assigns.

"Loan" means that certain loan in the amount of $65,000,000 to be made by
Lender to the Company in accordance with the terms, conditions and provisions of the Loan
Documents.

"Loan Agreement" means that certain Loan Agreement dated December _,
2003, by and between the Company and Lender.

"Loan Documents" has the meaning set forth in the Loan Agreement.

"Management Agreement" means the agreement of the Independent Manager in
the form attached hereto as Schedule C. The Management Agreement shall be deemed
incorporated into, and a part of, this Agreement.

"Material Action" means to file any insolvency, or reorganization case or
proceeding, to institute proceedings to have the Company be adjudicated bankrupt or insolvent,
to institute proceedings under any applicable insolvency law, to seek any relief under any law
relating to relief from debts or the protection of debtors, to consent to the filing or institution of
bankruptcy or insolvency proceedings against the Company, to file a petition seeking, or consent
to. reorganization or relief with respect to the Company under any applicable federal or state law
relating to bankruptcy or insolvency, to seek or consent to the appointment of a receiver,
liquidator, assignee, trustee, sequestrator, custodian. or any similar official of or for the Company
or a substantial part of its property, to make any assignment for the benefit of creditors of the
Company, to admit in writing the Company's inability to pay its debts generally as they become
due. or to take action in furtherance of any of the foregoing.

"Member" means LASALLE HOTEL OPERATING PARTNERSHIP, L.P., as
the initial member of the Company, and includes any Person admitted as an additional member
of the Company or a substitute member of the Company pursuant to the provisions of this
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Agreement, each in its capacity as a member of the Company; provided. however. the term
"Member" shall not include the Special Member or the Springing Members.

"Obligations" shall mean the indebtedness. liabilities and obligations of the
Property Owner under or in connection with the ownership or operation of the Property. the Loan
Documents. this Agreement. the other Basic Documents or any related document in effect as of
any date of determination.

"Person" means any individual. corporation. partnership. joint venture. limited
liability company, limited liability partnership, association,joint stock company. trust.
unincorporated organization. or other organization. whether or not a legal entity. and any
govemmental authority.

"Property" shall have the meaning given thereto in the Loan Agreement.

"Rating Agency" has the meaning assigned to that term in the Loan Agreement.

"Rating Agency Condition" means (i) with respect to any action taken at any
time before the loan evidenced and secured by the Loan Documents has been sold or assigned to
a securitization trust. that the Lender has consented in writing to such action. and, in addition. (ii)
with respect to any action taken at any time after the loan evidenced and secured by the Loan
Documents has been sold or assigned to a securitization trust. that each Rating Agency shall have
been given ten days prior notice thereof and that each of the Rating Agencies shall have notified
the Company in writing that such action will not result in a reduction. withdrawal. downgrade or
qualification of the then current rating by such Rating Agency of any of securities issued by such
securitization trust.

''Special Member" means. upon such person's admission to the Company as a
member of the Company pursuant to Section 5(c). a person acting as either Springing Member I
or Springing Member 2. in such person' s capacity as a member of the Company. A Special
Member shall only have the rights and duties expressly set forth in this Agreement.

''Special Purpose Provisions" shall have the meaning given thereto in Section
9(c) of this Agreement.

"Springing Member" means a Person who is not a member of the Company but
who has signed this Agreement in order that. upon the conditions described in Section 5(c). such
Person can become the Special Member without any delay in order that at all times the Company
shall have at least one member.

B. Rules of Construction

Definitions in this Agreement apply equally to both the singular and plural forms
of the defined terms. The words "include" and "including" shall be deemed to be followed by
the phrase "without limitation." The terms "herein." "hereof' and "hereunder" and other words
of similar import refer to this Agreement as a whole and not to any particular Section. paragraph
. or subdivision. The Section titles appear as a matter of convenience only and shall not affect the
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interpretation of this Agreement. All Section, paragraph, clause, Exhibit or Schedule references
not attributed to a particular document shall be references to such parts of this Agreement.
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SCHEDULEB

Member

Name Mailing Address Agreed Value of Membership
Capital Contribution Interest

LASALLE HOTEL 4800 Montgomery Lane
OPERATING Suite M25
PARTNERSHIP, L.P. Bethesda, Maryland 20814 $100.00 100%
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SCHEDULEC

Management Agreement

December _, 2003

LHO SAN DIEGO FINANCING, L.L.C.
4800 Montgomery Lane
SuiteM25
Bethesda, Maryland 20814

Re: Management Agreement -- LLC

Ladies and Gentlemen:

For good and valuable consideration, each of the undersigned Persons, who have
been designated as Independent Manager of LHO SAN DIEGO FINANCING, L.L.C., a
Delaware limited liability company (the "Company"), in accordance with the Limited Liability
Company Agreement of the Company, dated as of December _, 2003, as it may be amended or
restated from time to time (the "LLC Agreement"), hereby agree as follows:

1. Each of the undersigned accepts such Person's rights and authority as an
Independent Manager under the LLC Agreement and agrees to perform and discharge such
Person's duties and obligations as an Independent Manager under the LLC Agreement, and
further agrees that such rights, authorities, duties and obligations under the LLC Agreement shall
continue until such Person's successor as an Independent Manager is designated or until such
Person's resignation or removal as an Independent Manager in accordance with the LLC
Agreement. Each of the undersigned agrees and acknowledges that it has been designated as a
"manager" of the Company within the meaning of the Delaware Limited Liability Company Act.

2. So long as any Obligation is outstanding, each of the undersigned agrees,
solely in its capacity as a creditor of the Company on account of any indemnification or other
payment owing to the undersigned by the Company, not to acquiesce, petition or otherwise
invoke or cause the Company to invoke the process of any court or governmental authority for
the purpose of commencing or sustaining a case against the Company under any federal or stale
bankruptcy, insolvency or similar law or appointing a receiver, liquidator, assignee, trustee,
custodian, sequestrator or other similar official of the Company or any substantial part of the
property of the Company, or ordering the winding up or liquidation of the affairs of the
Company.

3. THIS MANAGEMENT AGREEMENT SHALL BE GOVERNED BY
AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF
DELAWARE, AND ALL RIGHTS AND REMEDIES SHALL BE GOVERNED BY SUCH
LAWS WITHOUT REGARD TO PRINCIPLES OF CONFLICTS OF LAWS.
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Initially capitalized terms used and not otherwise defined herein have the
meanings set forth in the LLC Agreement.

This Management Agreement may be executed in any number of counterparts.
each of which shall be deemed an original of this Management Agreement and all of which
together shall constitute one and the same instrument.
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IN WITNESS WHEREOF. the undersigned has executed this Management
Agreement as of the day and year first above written.
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CERTIFICATE OF FORMATION

OF

LHO SAN DIEGO FINANCING, L.L.C.

This Certificate of Formation of LHO SAN DIEGO FINANCING, L.L.C. (the
"LLC"), dated as of November _, 2003, is being duly executed and filed by Hans S.
Weger, as an authorized person, to form a limited liability company under the Delaware
Limited Liability Company Act (6 Del.C. §18-101, et g;g.).

FIRST. The name of the limited liability company formed hereby is LHO SAN
DIEGO FINANCING, L.L.C.

SECOND. The address of the registered office of the LLC in the State of Delaware
is: clo The Corporation Trust Company. Corporation Trust Center, 1209 Orange Street,
Wilmington, New Castle County, Delaware 19801-1102.

THIRD. The name and address of the registered agent for service of process on the
LLC in the State of Delaware are: The Corporation Trust Company, Corporation Trust
Center, 1209 Orange Street, Wilmington, New Castle County, Delaware 19801-1102.

IN WITNESS WHEREOF, the undersigned has executed this Certificate of
Formation as of the date first above written.

Hans S. Weger
Authorized Person
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