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MANAGEMENT AGREEI1ENT

THIS MANAGEMENT AGRE~lENT is executed as of AU9ust 10,

1976, by and between ISLANDIA ASSOCIATES, LTP~, a California
limited partnership, of which M~GREEN, INC.~ a Caii£ornia
corporation, is the.general partne~ (hereinafter .called. ~. ,". .

"Owner"), and CALIFORNIA HYATT CORPORATION, a DeLawaza cor-
poration (hereinafter called "Hyatt").

RECTTALS

The City of San Diego (the "City") owns or controls
.certain improved land and a portion 0.£l1ission Bay (herein

collectively called the "Land") at Mission Bay, in the City
of San Diego, County of San Diego, State of California, more
particularly described in Exhibit A':'lattached hereto and
hereby made a part hereof.

Owner has control of the Land through that certain
Lease with the City (the "Ci t.y Lease") described .in Section
7.7 hereof whez eby the Land has been leased to the·lessee

thereunder for a term of fifty (50) years from March 21,
1961.

The Land has been developed as a hotel and marina com-

plex composed of (i) hotel and restaurant improvements (the

1. 11-4-76 (179)
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"Existing Hotel Improvements"), and (ii) marina improvements
(the "Existing Marina Improvements"), includiIoLgfuel docks,
slips for berthing boats, and two buildings known, respec-
tively, as the "Harlin Club" and the "Sports:Fish;ing
BuildiJ;lg." The land and water underlying the Existing Hotel
Improvements are herein collectivel~.referred to as the
"Site," and the waters underlyi!1g the Existing Marina
Improvements are herei~ collectively referred to as the
"Marina Site".

The Existing Hotel Improvements include a highrise
tower, together with two two-story buildings, comprising, in
the aggregate, approximately 348 guest rooms, and a free
standing restaurant building rising above Mission Bay. Such
Existing Hotel Improvements ·are furnished aridequipped with
certain personal property owned by Owner (herein called the
."Existing Personalty") consisting of furniture, furnishings,
equipment and other personal property suitable for the
operation of a hotel, including a bar and restaurant. The'
Site, the Existing Hotel Improvements and the Existing
Personalty (all herein collectively referred to as the
"Existing Hotel") ..have been used. for the opezati.i.onof a
hotel known as "Islandia Hyatt House."

2. 9-29-77
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Owner and Hyatt desire to enter into an ~greement
whereunder Hyatt will manage the Hotel (as hereinafter de-
fined) for the account of Owner, upon the terms and condi-
tions hereinafter set forth. The Marina Site~ together with
the improvements thereon, will be operated by Owner and 'is,

therefore, excluded from the scope of this Management
Agreement. , ,"

, AGREEMENT

NOW, THEREFORE, the parties hereto ~gree as follows:

Defi'n'i't'ibhs.
1.1

(a) Owner shall, at its sole risk, cost and
expense, with reasonable diligence and in accordance with
plans and specifications approved by Hyatt, (i) cause a
convent.i,on center (the "convention Center") comprisi?g ap-
proximately lO,qOD square feet to be constructed upon land
located between the restaurant buildi?g and the buildi?g

contain~g t~ehotel' lobby, .and (ii) cause to be purchased

and installed in or about the Convention Cen~er all personal

property necessary or desirable 'for'the 'operation' of' such

Conven"tio'n'Center, ,such 'Convention' Ce.n;terand such personal

property bei'!Ig.hez'e.Ln collec'tiveJ.:ycalled the "Convention '

3. 7-5-77
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Center Facility." A.s soon as reasonably practicabie after'

completion of the Convention Center Pa~ility, Owner shall

furnish to Hyatt, in reasonable detail, the total cost
(herein referred to as the "Project Cost") to'.Owner of

completing the Convention Center Facility. The Convention

Center Facility shall be deemed completed wh~~ construction

of the Convention Center and the installation of all neces-
. ,sary personal property shall have' been completed iri accordance

with all applicable laws and regulations and in accordance
with the plans and specifications approved by Hyatt so that
the Conven~ion Center'Pacility will be available for use and

operation by Hyatt. The representatives of Hyatt shall be
accorded access to the records of Owner for the purpose of

verifying the Project Cost.
(b) An amount equal to fifteen percent (15%)

of the Project Cost is herein referr'ed to as the "Annual
Amortization" and an amount equal to one-twelfth (1/12) of
the Annual Amortization is herein referred to as the "Monthly

Project Cost Amortization."
Commencing with the calendar month next succeeding

the completion of the Convention Center Facility and for a

period of 120 calendar months, there shall be deducted in

computing Profit for each calendar month, an amount equal to

the Monthly Project Cost Amortization not to exceed, how-

ever, the sum of $6,250.

4. 11-4-76
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1.2 '''FFE'' Def Lned ,

"Operating Equipment," as used herein shall

mean all uniforms, tools, utensils, china"glassware, linens,

sil verware and the like from time to time dur'Lnq the Term

(as hereinafter defined) on hand for use in connection with, '

the operation of the Hotel.

"Furnishings a~d'Equ1pnie~t,,, as used herein,
shall mean all other items of tangible personal property
from time to time during the Term on hand ror use in connec-
tion with the operation of the Hotel. "FFE," as used herein,
as of any g~ven time during the Term~ shall mean the Operat-
ing Equipment and the,'Furnishings and Equipment then on hand
for use in connection with the operation of the Hotel
(including items to be purchased and installed pursuant to
Section, 1.1).

1.3 'Ilnp'ro'v'em'ent5', , Mar'i'na'Im'p'roV'eineIlt's','Ho't'el
D'ev'el'cipmen't''and'Mar'in'a'D'e'vel'o'plnent.

As, used herein, ,the "Improvements" shall, as
of any, given time duri!19' the Term, .mean all improvements

then exist~'! on' or above. the Site,' ,includi!1g the Exis ti!1g
Hotel Improve.llie.ntsand the improveme.rits made pursuant to the

provisions of'Section 1.1. As of any, given time dur±~g the

Term, ,the '''Marina Improvements" shall mean all improvements

then existi!lg, on', .abcut; or' withi:n the' 'Marina Site. As used

,5. 7-5-77
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herein, the "Hotel Development" shall, as of 'any,given time
during the Term, mean the Site and the Improvements. As

used herein, the "Harina Development" shall, a'sof any given.time. during the Term, mean the Marina Site arid the ~arina
Improvements.

1.4 "Hotel" .Der ined., .. "
As used herein, the "Hotel" shall, as of any

given tL~e' during the Term, mean the Site, the Improvements,
and the FFE then on hand (exclusive 'of the Marina Develop-
ment, or any part thereof).

1.5 First-class Hotel Standard.
The term "first-class.hotel" 'refers, as of

any given ,time, to such other hotels located in the vicinity
of the Hotel as are'then most nearly comparable in quality
to the Hotel. A "first-class hotel standard" refers to the
standard pursuant to which first-class hotels are operated
and, as respects construction, furnishing and equipment
matters, pursuant to which first-class hotels are CCnstruc-
ted, furnished ~d equipped.

Qualified Mortgage.
A "Qualified l~ortgage"'shall be a mortgag:e or

deed of trust upon Owner's right, title and interest in and

1.6
-,

to (i) the City Lease and (ii) the Hotel Development'or the

6. 7-5-77
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Hotel Development plus the Marina Development, which mortgage
or deed of trust shall herea£ter be executed by OWner in

favor of an insurance company or other lend~ng institution
as beneficiary securing a permanent loan made to Owner for

,
the purpose of refinancing the existing deed'of trust upon
such right, title and interest, whether or not such permanent
loan shall also·be secured·by t~e rrE .. The mortgagee or
beneficiary named in a Qualified Mortgage or any affiliate
thereof is herein referred to as a "Qualified 1-1ortgagee."
Ail "affiliate" of such mortgagee or.lJene£iciary shall mean a
corporation included in an "affiliated group," as that term
is defined in Section l5.04(a) of the Internal Revenue Code
as presently in effect; and of which such mortgagee or
beneficiary is the common parent corporation.
Section 2. Term of Agreement.

The term of this Agreement (herein called the
"TerI!1")shall commence on August 10, 1976 (the "Commencement
Date"), and shall end at midnight, December 31, 1994.
Section 3. Use and Operation of the Hotel.

3.1 Use and Standard of Operation.
(a) Except to the extent excused, as herein-

after provided, Hyatt agrees that it will, as the agent of
OWner, operate the Hotel during the Term in conformity with
a first-class hotel standard, and shall use the Hotel solely

7. 7-5-77
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for the operation,of a hotel business conformi~g to a first-'

class hotel standard, and for other activities which are

customary and usual in connection with such.an operation.

Hyatt shall use reasonable efforts to conduct, on behalf of

Owner, such hotel business and such other activities in
such manner as to produce, to the extent reasonable" a

maximum 'amount of Profit (as thab ~e~' is defined in
Section 5.2 hereof) for the benefit of both parties her~to.
Except as otherwise sp~cifically limited under this Agree-
ment, Hyatt, as sole and exclusive agent of Owner, shall
(subject to compliance with the provisions of Section 6.2

hereof) have, among other things, the power to enter into
such reasonable contracts' in the name·and at the expense of

~Nner as may be reasonably necessary or advisable in
connection with the operation of the Hotel (subject,
however, to Owner's r~ght to approve contracts with a

corporation or a person or persons controliLng, controlled
by, or under common control or affiliated with Hyatt),
the power to de~ei:mine the terms of admittance,' chaz qes for
rooms and commercial space, cha;!"gesfor entertainment, food

and beverages, labor pOlicies (includi~g w~ge rates, the

hiri~g and discha;!"gingof employees, .and the installatio~

of employee 'retirement or'other beriefLt;plans)',.and all

phases of promotion' and publicity rela~i~g to ~he Hotel,

8. 7-5-77
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~rovided that whenever the position of general man~ger for'

the Hotel is to be filled Hyatt shall, in advance, consult

with Owner on the selection of the general ma~ager (but no

a~proval of Owner shall be required).
Except for executive staff members. (as

hereinafter provided), all employees of the Hotel shall be
,the employees of Owner .. In this 'connection: (i) Hyatt

shall not be liable to such employees for their wages or
compensation (which shall be paid out of the operating
accounts referred to in Section 3.3), (ii) Hyatt will

negotiate, on awDer's behalf, with any labor union entitled
to represent such employees, but any collective bargaining
~greement or labor contract resulti~g therefrom shall first
be approved by Owner and Owner shall be the only authorized
person to execute the same, and (iii) Hyatt, at its option,
instead of hiring specific personnel, ~ay ass~gn employees
of Hyatt or any of its affiliates as full time or part time

members of the executive staff of the Botel, and 'in such
event, .Hyatt shall, .as necessa-ry,.withdraw from .the''operat-

i~g accounts ~eferred to in Section 3.3 the amounts required
to reimburse Hyatt or such affiliates for'the.w~ges, salaries

and other compensation', ,employment taxes and fr.i:!lgebene,fits
payable 'from'time 'to 'timeby Hyatt or'such 'affiliates in

respec't,of'such 'assLqriedemployees.' .In theievent and whenever

9. 7-5-77
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Hyatt shall assign employees as part time members of the
executive staff of the ~otel, a reasonable allocation shall

be made of the wages, salaries and other compensation,
employment taxes and fringe bene~its payable in respect of
such employees between the portions thereof.chargeable to
the Hotel and to Hyatt, respectively. The 'term i'fringe

benefits" shall, without limitat,ion,;i.nclu~e.anyp'ension or. . . .... .

profit sharing plan contributions, workmen's compensation
insurance, group life and accident and health insurance

premiums and similar benefits available to such employees by

virtue of their employment by Hyatt.

Any provision of this Agreement to the
contrary notwithstanding, in the eve~t that a Qualified
Mortgagee or an affiliate t;hereofshall succeed to Owner "s
rights hereunder (i) as a result of the exercise of a powex
of sale or a judicial foreclosure under the Qualified Nort-. - --. - . -
gage held by such Qualified Mortgagee or (ii) as the result
.of the delivery by Owner of a deed in lieu of foreclosure,
~hen all employees of the Hotel shall thereafter be the
employees of Hyatt and so long as such employees shall be

the employees of Hyatt the following provisions shall apply:

(1) In the event and whenever Hyatt
shall be subject to any tax, irrespective of its designa-
tion (inclUding a fee, charge or other imposition for

10. 7-5-77
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the issuance of a license, permit or the privil~ge to
conduct a business or occupation), imposed, levied or

assessed by the United States, the State,of California,
the County of San Diego,'or the City of San Diego or by

any subdivision or agency of the foregoIng, which tax
is measured by reimbursements for wages and salaries
and any fringe benefits pa~~ to ,or in respect of

employees of the Hotel, then, and in any such event,
Owner will indemnify and hold Hyatt harmless from and
'~gainst any and all liability for such tax or taxes.

(2) At Owner's request, Hyatt will
resist, by appropriate proceedings, any liability for

any tax which is the subject of the for~going indemni-

fication, in which case all costs and expenses (inclUding,
without limitation, attorneys' fees) incurred by Hyatt
in resisti?g or defending itself ~gainst such liability
shall be borne and paid for by OWner.

(b) Notwithstanding anythi~g in this Section
,3.1 or e'Laewhez'ein this !l-greementcontained, .Ryatt .shall be

excused from its obl~gation to operate the Hotel in conformity
with 'a first-class ho'tel'standard, (i) to the 'extent and

whenever Hyatt shall be prevented from'compliance with such

standard ,by events beyond Hyatt's,reasonable ,control, (ii)

to the 'extent and whenever ~~ere 'shall be ~nsufficient funds

11. 7-5-77
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in the operating accounts, and (iii) to the extent ana wh~n-,

ever there is herein provided a limitation upon Hyatt's

ability to expend funds in respect of the Hotel tfor

example, the limitations contained in Section 5.4 hereof

respecting monies available for the replacement of, and

additions to, Furnishings and Equipment}, provided that the

failure to expend fund~ byre~so~ Of the operation of such. ,,"

limitation shall reasonably prevent Hyatt from meeting such

standard. It is expressly agreed and understood that each

and every provision contained in this Agreemen,t' pursuant to

which Hyatt is excused from its obl~gation to operate the

Hotel in conformity with a first-class hotel standard shall

operate without prejudice to any other remedy (including,

without limiting the generality of,the foregoing, the right

to terminate this Agreement) which Hyatt shall have under

the terms of this Agreement.

3.2

(a) Hyatt shall notj without the approval of

Owner, arrange leases or concessions for any hotel operations,

any restaurant or food service operations or for any other

commercial operation in or about the Hotel. Any such lease

or concession so approved shall be entered into in Owner's

name and shall be executed by Owner.

(b) Hyatt shall, duri~g the Term, use

12. 11-4-76
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reasonable efforts to perform, as ~gent for Owner, all, of

the obligations of OWner as landlord or concessionaire unde~
any and all leases and concessions hereafter made or granted
with respect to the Hotel.

(c) Hyatt shall collect all rents and other
sums falling due during the Term ~der any present or futur~
lease or concession, and shall deposit the same in the

, .
, .'operating accounts.

3.3 Bank Acco'un'ts.

There shall be deposi~ed in a bank or banks
designa~ed by Owner and in accounts established in Owner's
name ("operating accounts") all monies advanced to the Hotel

as working capital by Owne'rI as provided in Section 7.1
hereof, and all monies received by Hyatt from the operations
o~ the Hotel, and Hyatt shall payout of the operating
accounts; to the extent of the funds from time to time
therein, all costs and expenses incurred in connection with

: the operation of the Hotel, all other items entering into

the calculation of Profit hereunder, and all other amounts

required to perform its obligations hereunder. 'Checks or

other documents of withdrawal drawn upon the operati~g
accounts shall be signed by representatives of Hyatt or

Hotel employees designated by Hyatt, as ~gent for Owner,
which persons drawing on such accounts shall be bonded or
otherwise insured.

13. 11-4-76
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3.4 Negotiation '0'£: Par't'n'ersrlipor Jo'int:Ven'tlire:

Nothing in this Agreement contained shall
constitute, or be construed to be or to creat~, a partner-
ship, joint venture or lease between Owner and Hyatt with
respect to the Hotel, and the rights of Owner to ~eceive
an amount based on the financial returns from the opera-
tion of the Hotel shall not, except, as 'elsewhere 'herein

specifically provided, be deemed to give Owner any interest,

control or discretion in the operation of the Hotel which
is vested in Hyatt, as agent for Owner, pursuant to this
Management Agrea~ent.
Section' 4. Management: Fees' ana' Remittances' to Owner.

4.1 Definitions.

(a) Ji. "fiscal year" hereunder shall mean a
period of twelve (12l consecutive months included in the

Term and e~d~g on December 31st, except that the first
fiscal year hereunder shall commence on the Commencement
Date and end on December 31, ,1976.

lb) "Gross Receipts" derived froni the Hotel
during any fiscal year or calendar month 'shall (subject to

the exclusion hereinafter provided) mean all revenues and

income of any kind properly accrued duri?g such fiscal year

or calendar month 'and derived, ,directlY or' indirectly, from

the Hotel duri!1g such fiscal yea'r or' calendar' month,' inclUding

14. 7-5-77
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without limitation, all revenues derived from the sale or

year or calendar month (but not the ,'gross rec;:eiptsof such
', ".

tenants or concessionaires) and the net proceeds (after

deduction of the expen~es of adjustment and collection) of
use and occupancy' or other similar insurance in respect of
the Hotel actually received duri~g such fiscal year or
calendar month. There shall be excluded from "Gross Receipts"
(as such term is used herein) (i) the,amount of all sales
and other tax receipts required to be accounted for and paid

by OWner to any,government ~r,governmental ~gencYI and (ii)
the amount of any, gratuities paid or incurred by, guests,

,patrons or customers, of the Hotel and paid or payable to the

any month included in a fiscal year shall mean the period
commencing on the 'first day of suc~ fiscal year and endi?g

on the last day of such 'calendar month.'
The ~ross Receipts for any cumuiative

Period' shall mean the' 'sum of'.the''Gros'sReceipts (as defined,

15. 7,-5-77
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in the ~oregoi~g paragraph (b) of this Section 4.1) for each'

calendar month included in such Cumulative Period. The

Profit for any Cumulative Period shall mean the sum of the
amounts of Profit (as defined in Section 5.2 hereof) for
each calendar month "included in such Cumulative Period, such.
sum to be determined after taking into acco~t any deficit
in Profit for any such calendar month.

4.2 Hyatt" s Annual'MaIla"g'emeht"Fee.

For each fiscal year Hyatt shall receive, in
respect of its management services hereunder, an amount (the
"Annual Man~gement Fee") equal to the sum of the Basic Fee

and Incentive Fee, as provided in the ensui~g clauses Ca)
and (b):

(a) For each fiscal year', "Hyatt shall

receive a Basic Fee equal to four percent (4%) of the
Gross Receipts for such fiscal year, and

(b) For any fiscal year for which there is
a Profit Hyatt shall receive, in addition to the"Basic
Fee, ,an Incentive Fee equal to the' amount (if any) by
which twenty percent (20%) of the Profit for' such

fiscal year exceeds the Basic Fee 'payab l.efor such

fiscal year.
4.3 ' Time and Mann"er'0'£ Payment .

.'With 'r"es'pectto any fiscal year and each

calendar month included therein, ,the "Basic Fee "and the

16. 7-5-77
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Incentive Fee shall each be payable in tentative monthly

installments of the re?pective amounts hereinaft~r provided,
which tentative monthly installments on account of such

Basic Fee and Incentive Fee for any such calepdar month
shall be paid by Hyatt withdrawing the same.at any,time

after Hyatt shall furnish to Owner the unaudited financial
. . ~ ..'

statement for such calendar month,'purs~ant to Section 7.4
hereof.

with respect to each calendar month included
in any fiscal year:

(a) The tentative month installment on
account of the Basic Fee shall equal four percent (4%)

of the Gross Receipts for the Cumulative Period in

respect of such calendar month, less the a~gregate
amount of the tentative monthly installments having
theretofore became payable for such fiscal year on
account of such Basic Fee;'and

(b) The tentative monthly installment on
account of the Incentive Fee shall equal (i) the excess,
if any, .of twenty percent (20%) of the'Profit for the

Cumulative Period in respect of'such calendar month

over four percent (4%) of the Gr~ss Receipts for such

Cumulative Period, less (ii) the '~ggregate amount of

the :teritativemonthly installments havi~g theretofore

17. 7-5-77
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become payable for such fiscal year on account of ~uch
Incentive Fee.

If, for any fiscal year, th~ aggregate

amount of the tentative monthly installments paid to Hyatt

on account of the Basic Fee and Incentive Fee sh~ll be more
or less than the Annual Management Fee payable for such

fiscal year based upon the final'd~termination of Gross
Receipts and Profit for such fiscal year as reflected in the
Certified Financial Statement for such fiscal year referred

to in Section 7.4 hereof, then, by way of year-end adjustment,
within fifteen (15) days after the delivery of such Certified
Financial Statement to Owner, Hyatt shall pay into the
operating accounts the amount of any such overpayment or
withdraw from the operati~g accounts the amount of any such
underpayment.

4.4 Reinitt'an'ce's''too'Owner ,

contemporaneously with furnishi~g the monthly
statement for each calendar month pursuant to Section 7.4
hereof, Hyatt shall remit to Owner ,out of the operat~g

accounts an amount (the "Owner's Remittance Amount;") by'

which the total funds then in the 'operati~g accounts exceed
the amount then reasonably required to be maintained in the

oper~ting accounts in order to carryon the operation of the

Hotel pursuant to a first-class 'standard and so that Hyatt

18. 7-5-77



• !••
'''--;\'.
;,J

'"'-.".

-, • t

may perfDrm its Db1igations hereunder. Except as otherwise
provided in Section 7.7, each remittance shall be paid to

Owner, at Owner's address then in effect hereunder for

receipt of notices hereunder by Owner, or at such other

place as Owner may, from time to time, desig~~te in a notice
to Hyatt.

4.5 'Supplementa1 Paymerrc ,
.. '

In addition.tD the Own.er~sRemittance ~~ount
tD be paid by Hyatt under SectiDn 4.4, Hyatt shall pay, in

respect of each calendar mDnth during th~ Term, as a supp1e-

mental payment to Owner, the amount deductible under SectiDn

5.4 hereof in respect of such calendar mDnth, and payable
under Section 5.4 into the Fund for Replacements of and
Additions to Furnishi~gs and Equipment referred to therein,
such amDuntto be 'paid by Hyatt intD such Fund for the
account of Owner.
Section 5.

5.1
• ..... o:-c- •••

Hy~tt shall keep full and adequate books of
account and Dther records reflecti?g the results of the
operation of the 'HoteL Such book's and records shall be

kept in all material respects 'in accordance with the 'then

latest edition of'the Uniform Systam of Accounts for' Hotels

(the "Uniform SY'stem"), as adopted by the'lUilericanHotel

~-ssociation, :except as otherWise 'specified in this ?\greement.
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5.2 "Profit" Defined.

There is attached hereto as·Expibit 8, and
hereby made a part hereof, a copy of page 12 of the Uniform
System, Sixth Revised Edition (the "Current:UnifQrrn. System"),
showing the items of income and expense which are taken into
account in determining '"Gross Operating Profit .:11

The "Profit" derived from the Hotel for any
period shall mean the .Gross Operating Profit of the Hotel

for such period, determined in accordance with the Current
Uniform System, without regard to any supplements or amend-
ments thereto hereafter adopted, but without taking into
account any deduction'for management'fees payable under
Section 4 hereof, and less deductions for the following
amounts (but only to the axtent that such amounts'are not
otherwise deducted under the Current Uniform System in

computing Gross Operating Profit):

(a) An amount equal to the aggregate
deductions made for such period under Section 5.3
hereofi

(b) An amount equal to the aggregate deduc-
tions made under Section 5.4 for such period;

(c) The amount deductible for such period
pursuant to Section 7.l(b) hereof;.
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(d) The Hotel's prorata share of Allocable,
Chain'Expense for such period, in accordance with
Section 7.2;

(e) Premiums on insurance maintained in
accordance with Section 8.1 and properly allocable to
such period provided that the amount deduct~ble for

premiums on policies maintained pursuant to Section 8.1
hereof shall be subject to,tl).~ limitation provided ·in
paragraph (b) of such Section 8:1;

(f) Al~ real and personal property taxes
referred to in Section 7.6 and properly allocable to
such period;

(g) All costs and expenses incurred during
such period in respect of items ,described in Section 6;

(h) Equipment rentals accrued during such
period to the extent deductible under Section 5.5 hereof;
and

(i) All other reasonable costs and expenses
incurred during such period in the operation of the

Hotel and all other amounts deductible in respect o£
such period under the terms of this Agreement.
5.3 Deduction for Replacements of Operating

Equipment.

Hyatt shall deduct, in determining the Profit
for any period, all amounts incurred during such period for
replacements of or additions to Operating Equipment.
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5.4 Fund for Rel~l"lac'ementof and .lliiditionsto

Furnishings' and Equipment.
(a) During each fiscal year Hyatt shall

deduct for each calendar month included in su~h fiscal year
a.'1 amount·determined by multiplyi~g the "applicable qroount"
for such calendar month by ~~e number of key guest rooms in

• 0 •• ' ••••••

the Hotel and shall pay such amount deducted into a fund to
be entitled "Fund for Replacement of and Additions to Furnish-

i!l'gsand Equipment," whi.chFund shall'be maintained on
deposit by Hyatt, in trust for Owner, in an interest bearing

account or as otherwise invested subject to approval by
Owner. The monies in such Fund shall be the property of
Owner. All income generatep from ~~e amounts in such Fund

shall be excluded from Gross Rec~ipts and in computi~g
Profit, and shall remain part of such Fund. To the extent
that Hyat~ shall be required to pay any income taxes on such
income as a fiduciary, the same shall be payable out of such
Fund after, approval by owner of any required fiduciary
return. The "applicable amount" shall be $30.20 for each

calendar month included in the first fiscal year. At the
end of the first fiscal year and at the end of each fiscal

year thereafter, the "applicable amount" shall be'adjusted

so as to bear the same ratio to $30.20 as the Cost of Living

Index last pUblished prior to such adjustment date bears to
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the Cost of Livi~g Index in effect on December 31, 1975.
Each such adjusted "applicable amount" shall be effective

with respect to each calendar month included in the ensuing
fiscal year. Reference herein to "Cost of Livi!lg Index'"

shall mean the U,.S. Labor Departrnent Consume];'Price Index -
All Items, U.S. Aver~ge (1967=100). In addition to such
payments into such Fund, all proceeds from t~e sale of

Furnishings and Equipment no lo~ger needed for the operation
of the Hotel shall also be paid into SUch Fund. Hyatt shall
be entitled to withdraw from such Fund any amounts required
to make all replacements of, and additions to, the Furnishings

and 'Equipment reasonably deemed by Hyatt to be necessary or
desirable, and the items of Furnishings and Equipment so
replaced or added shall be and become, forthwith upon
acquisition and installation,and without further act or
action, the property of Owner. All sucn replacements and
additions shall be purchased by Hyatt at competitive prices.
~~y amo~~ts remaini!lg in such Fund at the termination or

'expiration of the Term shall be returned by Hyatt to Owner.
(b) Hyatt ,shall not, without the approval of

Owner, expend any monies as ~gent for Owner for replacements

of, or additions to, the Furnish~gs and Equipment in excess

of the amount then existing in the Fund, and, notwithstanding

anyth~g else to the contrary in this Agreement contained!
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Hyatt's obligations with respect to additions to, or replace;

ments of, Furnishi~gs and Equipment shall be excused to the

extent that the amount in such Fund is inadequate to meet

such obligations.

p~ything to the contrary in the fo!egoing

provisions of this Section 5.4 contained notwithstandi~g,

the 'following provlsions shall apply 'with respect to the

fiscal years ending December 31, 1976 and 1977, respectively:

(1) Each of the fiscal years ending December 31,

1976 and 1977, respectively, is herein called an "Eligible

Year," the former bei~g herein referred to as the

"First Eligible Year" and the latter as the "Second

El~gible Year." With respect to'the First Eligible

Year, the "Applicable Year of Restoration" shall be the

fiscal year ending December 31, 1980, and with respect

to the Second EI~gible Ye,ar the "l'.pplicable Year of

Restoration" shall be the fiscal year ending December

31, ,1979.

(2) In the event that, ,for any Eligi~le

Y~ar, the ~9gregate amount paid by Hyatt into the Fund

for Replacement of and Additions to Furnish~~gs and

Equipment (the "Fund") referred to in the 'foregoing"

paragraph' (a} of' t~s Section' 5.,4 shall exc ee'd the

~~gr~gate 'amount withdra~~' by Hyatt from the Fund in
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compliance with such paragraph (ai, then, at any time

after the expiration of such Eligible Year, ,Owner shall
have the right to withdraw from 'theFurida sum equal to
the lesser of (i) the amount of such excess or (ii)

two-thirds (2/3) in the case of the Fi~st El~gible
Year, and one-third (1/3) in the case of the Second

. '. . . .Eligible Year, of the aggregate'am~unt paid into the
Fund during such Eligible Year. The amount so withdrawn
with respect to artyEligible Year shall be deemed to be
additional Profit for such Eligible Year and shall be
restored to the Fund during the Applicable Year of
Restoration by increasing the monthly payments into the
Fund during such Applicable Year 'of Restoration (over

, .
the amount that would otherwise be payable pvrsuant to
such paragraph (a» by one~twelfth (1/12) of the amount
so withdrawn.

5.5 Equipment Rentals.

Hyatt shall, as agent for Owner, payout of
the operating accounts, to the extent of the funds from time
to time therein, all amounts falling due during the Term

under leases now existing or hereafter made ("Equipment
Leases") covering items of FFE, including leases with

companies affiliated with Owner. However, for the purpose
of determining Profit hereunder, rentals under Equipment
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Leases shall not be deducted except for rentals relati~g to
television sets and that portion of the rentals payable

under any Equipment Leases which are properLy,allocable to a
repair and maintenance obligation on the'par~ of the lessor
thereunder or to personal property taxes.

5.6 Activities and Exp'ensesShared by Hotel
Development and Marina'Devel'opmeht.

The parties recognize that certain facilities,
activities or functions will be cornmanto, or shared by, the
Hotel Development and the Marina Development or the respective

,operation thereof, and that an arrangement may be feasible
Whereby employees engaged in the operation of the Marina
Development will perform services benefiti~g the Hotel

Development and employees engaged in the operation of the

Hotel Development will be performing services benefiting the
Marina Development (such employees of either category being
herein referred to as "shared employees"). It is further
recognized that, ,in addition to the compensation of shared
employees, other expenses will be incurred in connection

~dth the operation of the'Hotel' Development and the Marina
Development, respectively, ~hich cannot be Wholly allocated

to the former or'the latter and that a proper allocation of

such 'expenses,,includi~g the' :compensation'of',shared employees

(hereinafter called "Allocabl'e'Expenses"),will be required.
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The parties ~gree to 'cooperate,' each with the other, in

making such arra?gements for the sharing of facilities,
activities and functions (including the services of shared

employees) as shall reasonably accommodate the interests of

Hyatt and Owner in connection with the oper~tion ~f the
Hotel Development and the Marina Development, respectively,
and, as regards the Allocable Expenses'for any period, to
make a reasonable allocation thereof between the Hotel
Development and the Mar~na Development.
Secti'on 6. Rep'airs 'and Change's';'Le'gal'Re'q11i'r'eilie'nts.

6.1 Rep a'ir's''and Main t.errarice,

Hyatt, as ~gent for Owner, shall take good
care of the Hotel (except for such portions thereof as are

leased to tenants who undertake a duty of repair and.main-
teriance) and maintain the same in good order and condition
as may be necessary to maintain a first-class hotel stand~rd,
and make all necessary repairs thereto.

6.2 'CompTi'ai):ce'with Le'gaT Re'quire'me'nts.

Thro~ghout the Term, ,Hyatt as ~gent for
-OWner, ,except as elsewhere herein limited or excused, shall

comply with 'all applicable requirements ("L~gal Requirements")
under all laws, ,ordinances, order's, ,rules and regulations- of

governmental authorities havi~g jur·isdiction over the Hotel.

Hyatt may, ,as ~gerit for Owner, ,but only after approval by
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Owner (which may be arbitrarily withheld) contest, by appro-
priate legal proceedi~gs conducted in.good faith, in the

name of Hyatt or Owner, or both, the validity or .application
.

of any Legal Requirements. If Owner shall approve any such
contest, OWner shall execute and deliver any appropriate
documents which may be necessary or proper to permit Hyatt,
as agent for Owner, to prosecute such contest. Owner may,

. ;..
by notice to Hyatt, direct .Hyatt to c~ntest, or Owner may

contest directly, any Legal Requirements which Hyatt may
otherwise desire not to contest.

6.3 Alterations and Add~t~ons.

Except in order to comply with L~gal Require-
mentsand except as hereinafter provided, Hyatt shall make
no alterations, additions.or improvements in or to the
Improvements without the approval of Owner (which approval
may be arbitrarily withheld). Notwithstanding the preceding
sentence, Hyatt shall (without obtaini~g ~he approval of
Owner) have the right, from'time to time duzLnq the Term, to
make voluntary alterations, additions or improvements in or

·to the Improvements (~hich shall become part thereof for the

purposes .of this Agreement) in order to impr.ovethe operation
of the Hotel; provided that the 'aggregateamount which may

be incurred in respect thereof duri~g any fxscal year shall

not exceed two percent (2%) of the amount incurred under

Section' 5.1 hereof during the precedi~g fiscal year.
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Section 7. General CoVerian't's''of,Hy,rt't''a'ndOwn'er.

7.1 Workin'g' Cap"i'tal,'
(a) Except as otherwise in this Agreement

specifically provided, Owner shall, at all t~~es during the
Term, ,cause' sufficient working capital funds' to b~ on hand

in the operating accounts to ass~re th,e timely payment of

all current liabilities of the Hotel, (including Hyatt r s
management fees payable hereunder) and all other items
entering into the calculation of Profit, the uninterrupted

":: ~~d efficient operation of the Hotel at all times during the
Ter.rn,and the performance by Hyatt of its other obligations
hereunder. On the cornrnencement of the Term, Owner shall
have paid for the cost of all "Working capital Assets") as

,hereinafter defined), other than cash, then reasonably
required to be on hand or to be prepaid. The term "Working

Capi tal Assets" shall mean all liquor and other licenses

required to meet the applicable Legal Requirements and the
'current assets of the Hotel, ,includi!lg,without limi,!:ation,
all cash on hand and in banks, .account.s receivable (less a
reasonable reserve 'for'doubtful accounts), food and bever~ge

inventory 'and operati!lg supplies'"and prepaid insurance and

other prepaid items.
tb)' As of the' end of'each calendar month

during the 'Term Hyatt sha'Ll,deduct, ,for'the 'purpose 'of
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computing Profit, an amount in the nature of interest equal.
to one-twelfth (1/12th) of the Effective Rate (as herein-

after defined) as of the end of such calendar"month times
the Working Capital (as hereinafter defined) as of the end
of such calendar month. The "Effective Rate'" as of the end

of any calendar month shall mean one-half of one percentage
.. " "point above the then best ~ate of the.bank in which the main

operati~g account for the Hotel is maintained for 90-day
loans to responsible and substantial .borrowers. '~Working
Capital" as of the end of any calendar month shall mean the
excess of the cost of the Working capital Assets (as herein-
above defined) on hand as of the end of such month over the
current liabilities of the Hotel at the end of such month,.
such current liabilities to include the Basic Fee and

Incentive Fee (if any) payable to Hyatt pursuant to Sections
4.2 and 4.3 hereof, and the Owner's Remit£ance Amount
referred to in Section 4.4 hereof.

7.2 Cha'in Services.

Hyatt shall provide, or shall cause its
affiliates to provide, in connection with the 'operation and

for the benefit of the Hotel, .those.group benefits, .services
and facilities (hereinafter referred to collectively as

"Chain Services") generally made available by Hyatt from

time to time' during the Term to hotels (which term, as used
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herein, does not include Hyatt Lodges ,or a~~tel not

operated under a name which includes the word "Hyatt")

operated by Hyatt or its affiliates. Chain'Services presently
consist of (i) convention, business and sales promotion,

services (including the maintenance and sta~fing gf Hyatt's
,horneoffice sales force and of regional sales offices in

various parts of the United States'and'the world), (ii)

advertising, publicity and public relations services, (iii)
food and bever~ge, personnel and other operational depart-
mental supervision and control services, (iv) centralized

reservations services in Omaha, Nebraska, and (v) the making
available of qualified personnel through the Hyatt employee

training pr~gram. Neither Hyatt nor any of its affiliates
shall charge or receive any profit in respect of any such
Chain Services. Hyatt shall, however, be entitled to charge
the operation of the Hotel and to 'be reimbursed for the
Hotel's prorata share of "Allocable Chain Expense." "Chain
Expense" for any period shall include all costs incurred
during such period by Hyatt or by any of its affiliates in
respect of Chain Services', ,ot~er than the 'costs of food and

beverage, personnel and other'operational departmental

supervision and control' services.. "Allocable 'Chain Expense"

for any period' shall mean all Chain Expense Incurred during
such''period',,reduced by any amourrt.s Which'Hyatt or' any of
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its affiliates shall be entitled to be paid in respect of

Chain Services furnished during such period to hotels which

are situated outside of th~ Onited States (whether or not

opened to the public) or which are situated in the United

States but are not opened to the public (fo~'the reason that

• they are under construction or are otherwise being prepared
for opening) . The Hotel's prorata share, of Allocable Chain

Expense for any period shall bear the same ratio to the

- Allocable Chain Expense'for such peri~d as the number of key

guest rooms in the Improvements bears to the average number

of key guest rooms in all hotels in the United States opened

to the public and operated during such period by Hyatt or,

its affiliates. ' Each time that Hyatt shall cha:r-gethe

operation of the Hotel for its prorata .share of Allocable

Chain Expense for any period, it shall furnish to Owner a

statement in reasonably sufficient detail to provide Owner

'with data supporting such ch~ge. O\~er may, in connection

with any such statement for any period, .cause 'an audit to be

made of the hooks and records of Hyatt and ,its affiliates

relating to the data furnished in such statement, includi?g,

without limitation, the eha'in Expense and Allocable Chain

Exp~nse incurred duri~g 6uch period and the aver~ge number

of key guest rooms during such'period in,hotels opened to

the public and situated in the United States and operated by

32. 7-5-77



0' ,'. ,00: ; \: , )
0.· ;

Hyatt or its affiliates. Such audit shall be made by a

national independent certified pUblic accounti~g firm selected

by Owner which is experienced in hotel accounting matters, and
a copy of such audit shall be furnished to Hy~tt. If the

audit of any such statement shall disclose that such statement
is inaccurate, appropriate adjustment shall be made as
between'Owner' and Hyatt to correct such inaccuracy, and if

such audit shall disclose that the charge made to the Hotel
for ·the period covered.·by such statement exceeds, by two

percent (2%) or more, the amount of the charge which should
have been made, then Hyatt shall pay for the reasonable cost
of such audit; otherwise, Owner shall pay for the cost of
such audit ..

7.3 Right of Inspection and Review.
Hyatt shall accord to Owner and the duly

authorized officers, accountants, employees, agents and
attorneys of Owner the right to enter upon any part of the

Hotel at all reasonable times during the Term for the purpose
of exa~ining or inspecting the Hotel or exa~ining or making

extracts from the books and records of the Hotel operation,
or for any other purpose which OWner, in its discretion,

shall deem necessary or advisable, but the same shall be.
done with as little disturbance to the operation of the
Hotel as possible.
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7.4 Pinancial Reports.

(a) Hyatt shall deliver to Owner, within

thirty (30) days after the end of each calepdar month, an
unaudited financial statement prepared from the books of

account maintained by Hyatt and containing (~i a statement
,of the current assets and current liabilities of the Hotel
as of t'he end of such calendar mohth, '(ii) a: profit and loss
statement showing the ~esults of operation of the Hotel for

such calendar month and for the period from the beginning of
the fiscal year in which such calendar month is included to
the end, of such calendar month, and (iii) a statement of the
Gross Receipts for such calendar month. Within ninety (90)
days after the end of each fiscal year, Hyatt shall deliver

to OWner a financial statement for such fiscal year (herein
referred to as the "Certified Financial Statement"), contain-
ing (i) a statement of the current assets, and current liabili-

ties of the Hotel as of the end of such fiscal year, (ii) a
profit and loss statement showi~g the results of operation
of the Hotel (including store rentals) for such 'fiscai year,

(iii) the Gross Receipts and Profit for such fiscal year and
(Lv) the Annual Management Fee' '(broken down, between the'

Basic Fee and the Incentive Fee)' for' such' 'fiscal year, ,'lith

an opinion' on such 'Certified Financial Statement after an

audit by Laverithol' & Horwath 'or'such' other national firm of
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independent certified public accounts as shall be selected

by Owner and be approved by Hyatt. The cost of such audit
in respect of such Certified Financial Statement for a
fiscal year shall be charged as an expense of,the operation
of the Hotel for the succeedi~g fiscal year.' If the opinion
of such independent certified public accounting firm with

.. ' .
respect to the matters sEt.forth in s?chCertified Financial
Statement for a fiscal year shall be an ~~qualified opinion,
then such Certified Financial Statem~nt .shall be conclusive
upon the parties hereto with respect to such matters and
shall be deemed to be a final determination of the Gross
Receipts and of the Profit for such fiscal year.

(b) Hyatt shall furnish to ~vner, at least
thirty (30) days prior to the commencement of each fiscal

year other than the first fiscal year referred to in Section
4.l(a) hereof a projec~ion of estimated income and expense~
for such fiscal year broken down by calendar month. Such
projection shall b7 advisory in naturel and Hyatt shall have
no liability to Owner in the event that the actual operati~g

results for any fiscal year shall differ from any.good faith
projection furnished to Owner for'such fiscal year.

..7.5 Dwner I S Wart-antl e's''a's'·to·Ti·t·le.

ownar warrants t.hat;the''Lrrter'e s't; of Hyatt

'under this ~greement .shall,at 'all times during the Term,
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not be sUbject or subordinate (a) to any leases, mortgages,

deeds of trust, security agreements or other encumbrances
affecting the Hotel (herein collectively call17d "Encurn- .
brances") except Encumbrances currently existing and those
Encumbrances hereafter made, granted or entered into which
contain, or are subject to, a non-disturbance agreement, so-

·called, to the effect that this.kgreement shall not be
subject to forfeiture or termination ·except in accordance

with the provisions thereof, notwithstanding a default under
such Encumbrance or any obligation secured thereby, or (bl

to any other matters affecting title to the Hotel, except
for non-delinquent real and personal property taxes and such
other matters as shall not materially· and adversely affect
the operation of the Hotel by Hyatt. Owner further warrants
that, so long as Hyatt shall not be in default hereunder,
Hyatt (subject to Owner's right to terminate this Agreement
in accordance with the provisions of Section 12.2 hereof)
shall be entitled to operate the Hotel for the Term, and
OWner shall, at no ex?ense to Hyatt, undertake and prosecute
against third parties all appropriate ~ctions, judicial or

otherwise, required to assure such right of operation to

Hyatt.

7.6 Property Ta.'Ces.

Dur~ng each fiscal year included in the Term,
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Hyatt, as agent of Owner, shall, to the'extent of funds in

the operati!Jg accounts, pay, prior to delinquenc~, a.1,lre,al

and personal property taxes (improvement as~essments sha);!. ,.:.....~..
be deemed to be property taxes hereunder'and $hall be paid,
and shall be deductible in computing Profit~'rataoly over

~ the maximum period allowed by law for payment thereof)
. .

assessed against or properly allocable ~o the Hotel to the

.extent that the same are payable during such fiscal year and
~~':
7 prop~rly allocable to the Term. Suc~ property taxes for any

period which·includes the Commencement Date or the date on

which the Term shall expire or otherwise terminate shall be
equitably prorated. Hya~t may, subject to the same restric-

tions as are applicable to the contest of Legal Requirements
under Section 6.2 hereof, contest the amount or validity, in
whole or in part of any such property tax, in which event
Hyatt may postpone or defer payment of such tax to the
extent allowable by law.

-_.- .... ",

It is 'rec?gnized that for real property tax
purposes, .the Hotel Development will not be 'separately
assessed from the Marina Development. Accordi~gly, the

parties agree ~o make a reasonable 'allocation:of the real

property taxes assessed ~gainst the entire hotel and marina

complex' (the "Complex"). Initi'ally,.anduntil the 'parties

~gree 'that a different allocation' is fairer and more'
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reasonable, the real property taxes allocable to the Ho~el
shall be determined as fol~ows:

(a) There shall be determined the percentage

ratio (rounded off to the nearest 1%) which the aggre-
gate area comprised in the Hotel Site bears to the

aggregate floor area comprised in the Complex '(and for
::.
J: the purpose of this determination the water surfaces

, 0" "

included in the Hotel Site and in the Complex, respec-
tively, shall be treated as part of the respective area
to be taken into ~ccount). Such percent~ge'ratio of
the real property taxes and assessments assessed against
all of the land in the Complex shall be deemed to have
been assessed against the Hotel.

(bl In the event that the County Assessor's
work sheets are available for inspection by the parties
and show thereon an apportionment between the Improve-

ments and the Marina Improvements, then such apportion-

ment shall be used in determining the taxes and assess-
rnents levied or assessed against.the Improvements. If
such work sheets are not available, then the taxes and
assessments levied or aSSessed against th~ Improvements

shall be determined by multiplying the total taxes and
assessments levied or assessed against all of the

improvements in the Complex by a fraction, the numerator
of which shall be the direct construction cost of the
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Improvements and the denominator of which shall be'the

total direct construction cost of the Complex.

Owner ~grees to preserve such proper records
as it has relati~g to' the cost of construction of the Complex,
including a reasonable breakdown of the cost ~f,construction
between the Improvements and the Marina Improvement's in

going clause ,(b).
.;'....

In the event of any dispute between the
parties concerning the allocation of taxes and assessments,
the matter in dispute shall be submitted to arbitration in

accordance with the provisions of Section 14 hereof.
7.7 Compliance with Leases.

O,qner represents and warrants to Hyatt as
follows: (al The City Lease is evidenc~d by the following
documents (the "Lease Documents"), to wit: (L) Seventh
Amendment to Lease Agreement dated March 14, 1968, between

the City, as Lessor, and Quivera Basin Enterprises, Inc., a
corporation, as Lessee, and,San Diego Federal Savings and

Loan Association, a United States corporation~ as Assignee,
(ii) Eighth Amendment to Lease Agreement between the same

parties dated September 25, 1969 (the interest of Quivera
Basin Enterprises, Inc., in the City Lease having been

assigned to Owner by Ass~gnment of Corporate Interest

executed August 14, 1969, by the stockholders of Quivera
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Basin Enterprises,. Inc., as Assignors, in favor of PSA

Hotels, Inc. (UPSAU), as Assignee, and consented to by the

City on August 25, 1969, and by Notice of JI.ss:ignmentaddressed
by PSA to the City under date of December 31, 1969), (iii)

Ninth Amendment to Lease Agreement dated December 17, 1970,

~nd T~nth Amendment to Lease Agreement dated July 24, 1972,
both executed between the City, aS,Lessor, and PSA, as

. . ..' .

.Lessee and (iv) Eleventh Amendment; to Lease dated August 4,
1976, executed between the City, as Lessor, and O.mer, as
Lessee; (b) the aforementioned se~enth'Amendment to Lease

-,'

Agreement restates the original Lease Agreement between the
City, as Lessor, and C. P. Sikes and Garrick O'Bryan, jointly
as Lessee, and all amendments thereto ~xecuted prior to

March 14, 196B; (c) ~Yner has furnished Hyatt true copies of
the Lease Documents;. (d) the City Lease has not been amended
or ~odified, except as set forth in the Lease Documents, is

in full force and effect in accordance with the terms thereof,
and neither party thereto is in default thereunder; and (e)
the Site and the Existing Hotel Improvements are not subject
to any, sublease or rights of occupancy by third persons.

Hyatt acknowledges that it has reviewed the
copies of the Lease Documents furnished it bX Owner. Hyatt

agrees, .as agent of Ownez , and at Owner's expense, during

the Term, to perform the obligations and observe the cove-

nants of Owner under the ~ity Lease, to the extent that
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Hyatt shall, by reason of the rights granted to it under
this Agreement, be reasonably in a position to do so,

except for the payment of rent required und!'!rthe City
Lease, such payment to be made by Hyatt for.the account of

,
Owner out of Owner's Remittance Amounts payable to Owner

. .under Section 4.4 (but only to the extent thereof). All

expenses incurred br Hyatt in p~r~~~ing its obligations

under this Section 7.7 shall be paid but of the operating
accounts to the extent of funds available therein.

Owner agrees that it will not amend, modify
or cancel the City Lease or enter into a new lease with

respect to the Site and the Improvements without the prior
wxitten approval of Hyatt.
Section 8. Insurance.

8.1 Insurance to be Maintained by Ow~er During
Term.

(a) Owner shall maintain, at all times dur-
i~g the Term, the following insurance respecting the Hotel
with responsible companies licensed to do business in

California, in amounts approved by Hyatt, which amounts shall

in no event be less than the amounts required under any mort-
gage or security agreement affecting the Hotel:

(1) Public liability insurance, elevator
liability, insurance and insurance against theft of or
damage to the property of guests in the Hotel;
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{2l Innkeeper's legal liability insurance,

includi~g liability, if any, under any so-called "dram

shop law;"
(3) Workers' Compensatiop', employer's

liability or similar insurance covering'the employees

o~ the Hotel as may be requi~ed by law;.. " .
(4) Fidelity insurance covering such

employees, including loss of money and securities,
inside and ,outside the Hotel, and depositor's forgery,

with policy limits determined by Owner and communi-

cated to Hyatt;
(5)' Insurance against loss or dam~ge to

the Hotel from fire, boiler explosion and such other
risks and casualties ,with respect to which insurance
is custom~rily carried for hotels of similar character;

and
(6) Such other insurance as either

Hyatt or Owner shall,reasonably deem nec~ssary for

protection' ~gai.nst claims, ,liabilities and Losse s

arisi~g from the operation' or'ownership of the Hotel
or as may be required under any mor~g~ge 'or's'ecurity ,

agreement affecti~g the Eotel or under 'the 'applicable

leases',
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,All policies required to be maintained under
this Section B.l shall name Owner as the principal' insured
and shall name Hyatt and (if required by Owner) any mortgagee
or secured party under any mortgage or .security·agreement
a~fecting the Hotel as additional insureds thereunder.

(b) Whenever Owner is about, or proposes, to
, ... " . '

purchase any insurance policy or policies 'required under
this Section B.l, Owner shall invite a bid from Hyatt (the
"Hyatt bid") covering such policy or poLi.cLes and prepared,
by Hyatt's insurance broker or adviser. The Hyatt bid may be
based upon providing all or part of the insurance in question
under a blanket policy insuri~g, in add~tion to the Hotel,
other hotels operated by Hyatt or its affiliates, in which
event the insurance pr~miurns to be included in the Hyatt bid
shall be those properly allocable to the Hotel. If ~~ner
shall pur~hase such policy or policies of insurance (the
"Owner-procured policies") through its own resources in
preference to accepting the 'Hyattbid, ,then,'for the'purposes
of determining Profit hereunder, ,the'premiums in respect of
the Owner-procured policies shall be deemed 'not to exceed
the amount of the premiums which ,~ould have bee'Jipayable for
such policies under the 'Hyatt brd in respect of each fiscal
year included in the term or terms of'the Owner-procured
policies.
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8.2 Evidence o'f Tnsura:rfce:'Covera'ge.

~~ner shall, from time to time, furnish to

Hyatt duplicate copies of all policies of insurance carried

by Owner pursuant to this Section 8 so as to enable Hyatt to

review the sufficiency of the insurance coverage in the

:'"light of tl\e requirements of this Section 8 .

8.3 . . ,

Notice of Cancellation or ,Change.

All insurance policies required to be carried

by e~ther party hereto shall, to the ~xtent obtainable, have

attached thereto an endorsement that the same shall not be

cancelled pr changed without at least ten (10) days' prior

written notice to all named insureds.

Section' 9.

9.1 Owne'r's Duty of' Re's't:o'ra't'ion.

If the Hotel, or any portion thereof, shall

be damaged or destroyed at any time or times duri~g the Term

by fire or any other casualty, Owner, at no expense or risk

to Hyatt, shall repair, rebuild or replace the same (such

repairing, rebuilding or replaci~g being herein called

"restoration") so that after' such restoration the Hotel

shall be substantially the 'same as prior to such 'dam~ge or,

destruction, and all proceeds of' insurance shall be made

available to OYlner for this purpose; provided that Hyatt

shall have the right to ensure 'tha'tsuch proceeds of insurance
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shall be applied to such restoration. 'If Owner fails to

undertake such restoration within sixty ,(60) days after such
fire or other casualty, or shall fail to complete the same
diligently, Hyatt may, but shall not be obl~gated to, under-
take or complete such restoration for the accoupt of Owner
and shall be entitled to be repaid therefor (~nclud~~g all

_ ....~ ...
necessary incidental costs and expen~,~red in connection
therewith), as provided in Section rl" hereof. In such case,

the proceeds of insurance shall be made available to Hyatt

for this purpose, provided that Owner shall have the right
to ensure that such proceeds of insurance shall be applied
to su~h restoration.

9.2 'Ow'ne'r's'El'e'cti'oh n'o't''to'Re's'tore.

Anythi~g in Section 9.1 to the contrary con-
tained notwithstanding, if, in connection with any casualty,
the cost of restori~g the Improvements and the FFE shall
equal or exceed (i) 25% of the replacement cost thereof
immediately prior to such casualty if such casualty shall be
covered by insurance, ,or'(ii) 10% of such replacement cost
if such casualty shall not be 'covered by insurance, ,then,

and in either event, ,Owner shall have an election' exercis-
able by notice' 'to Hyatt, ,,given within' 45 days' from' the'

occurrence 'of such ca'sua Lcy , ,not'to res'tore 'the Hotel and to

terminate 'this Agreement, ,effec·tive 'upon'the last day of the

month 'next .aucc eed i.nq the' month 'in whi.'ch'such notice shall

be given.
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9.3 A~proval of Plans"and Spe'cific'ations.

Any restoration estimated to cost rwenty Five
Thousand Dollars ($25,000) or more shall be made by Owner'in
accordance with plans and specifications approved by Hyatt

in advance. Hyatt shall also have the right to approve, in
advance, the architect who shall prepare such plans and

specifications. For the purpose of'~hisSection 9;3, the
term'''restoration'' shall include any restoration required or
elected to be made by Owner under any provision of this
Section 9 or any subsection thereof, and..'any..alteration or
modification required to be made under the provisions of
Section 10.2 hereof.
Section 10. Condemnation.

10.1 To'ta'lTaking.

If the whole of the Hotel shall be taken or
condemned in any eminent domain, condemnation, compulsory
acquisition or like proceedi~g by any competent authority
for any public or quasi-public use or'purpose,' or if such a
portion thereof shall be taken or condemned so as to make it

L~prudent or unreasonable to use the rernaini?g portion as a

hotel of the type and class 'immediately precedi?g such

taking or condemnation, then the 'Term shall terminate as of

the date of such 'taking or'condemnation',,and'Hyatt shall not

be entitled to any part of any award for such 'taking or
condemnation.
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10.2 P'arti'a'l'Taking.

If only a part of the Hotel shall be taken or
condemned and the taking or condemnation of such part does

not make it unreasonable or imprudent to operate the remain-

der as a hotel of the type and class immediately preceding
such taking or condemnation, then this Agreement shall not.. " .

terminate, but there shall be made avatlable to Owner upon
the terms provided in Section 9.1 respecting insurance
proceeds so much of any awa~d made to ,Owner (the term
II award". referring to the amount remaining after deduction of
any expenses of collecting the, gross amount of the award) as
shall be reasonably necessary for making alterations to

or modifications of the Hotel, or any part thereof, so as to
make it a satisfactory architectural unit and a hotel of
the type and class immediately precedi~g such taki~g or
condemnation. The balance of the award, after' the deduction
of the sum necessary for such alterations or modifications

(herein called the "x:et award") shall be the sole property of,
and shall be distributed to, ,Owner.

Right to' Perform Covenants and Reimbursement.

If either' party shall fail" ,within the' time
and after due 'notice',',as apeoLf i.ad in Section 12 he'reof I

Section' 11.

to make 'any payment or to perforin any act to be' made 'or

performed by such party pursuant to this ~greement, then,
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unless a bona fide dispute shall exist between Owner and

Hyatt as to whether such payment or perfo~ance is required,

the other party may, without further notice to ,or demand

upon such defaulting party from any obligations under this

Agreement, make such payment or perform such act. .AII sums

so paid by such other party and all necessary incidental

,costs and expenses incurred by such. other party in connection

with the performance of any' such act, together with interest

thereon at the rate of ~en percent (10%) per annum (but not

to exceed the maximum interest allowed by law) from the

date of making such expenditure Hy such other party shall be

payable to such other party upon demand. Any amounts

payable hereunder to Hyatt may, at the 'option of Hyatt, be

withdrawn out of the operati~g accounts, provided that no

bona fide dispute then exists as to such amount payable to

Hyatt.

S'ection12.

12.1 Defaults.

The 'followi~g shall constitute 'events of

default hereunder:

tal The failure of H.yatt to pay to Owner

any sum which may become 'due 'to Owner hereunder, to-

.gether ''lith'interest' the'r'eon',.if any, provIded in

Section 11 hereof', within fifteen (15) days after
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receipt by Hyatt of a notice 'from~mer, specifyi~g
such failure;

(b) The filing by either party hereto of
a voluntary petition in bankruptcy or i~solvency or
a petition for reorganization under any bank~Ptcy

law or a petition for the ap~oin~ent of a,rece~ver
.. " '.

for all or any substantial portion of the property
of such party;

(c) The consent by either party hereto to c-:

an involuntary petition in bankruptcy or the failure
to vacate, within sixty (60) days from the date of
entry thereof, an~ order approvi~g such involuntary
petition;

(d) The entry of an order, ju~gment or
decree by any court of competent jurisdiction, on the

application of a creditor, ,adjudicati~g either party as

a bankrupt or insolvent or approvi~g a petition seek~g
reo:r:-ganizationor c,'I.ppointi~ga receiver, ,trus:cee'or
liquidator of all or a substantial part,of such party's
assets I ,and such order', ju~gment or decr"ee'shall conti-

nue "unstayed and in effect £or'any period"of one hundred
twenty (120) consecutive "day's;'

(e) The''maki~g by: either party of an ass~gn-
merit for the beriefitof creditors;
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(f) The failure by either party (the "defauJ,t-
ing party") to perform, keep or fulfill any ,of the COve-

nants, undertakings, obligations or conditions set forth
,in this Agreement, other than those refe~ed to in the
foregoing paragraphs (a) through (e), inclusive, of this

Section, and such failure shall continue for a period of
• to •

thirty (30) days afte~ receipt by the defaulting party

of notice thereof from the other party (the "non-defaulting
party") specifying such failure,. or, in the case of a
failure which cannot, with due diligence and in good
faith, be cured within thirty (30) days', and the

defaulting party fails to proceed promptly and with due
diligence and in good faith to cure the same, and there-
after to prosecute the curi~g of such failure with due
diligence and in':'good faith (it bei!lg intended that, in

connection with a failure not susceptible of bei!lg
cured with due dil~gence 'and in. good faith within
thirty (30) days, the time of the default~ng party

,within which to cure the 'same shall be extended for such

period as may be necessary for' the curi!lg thereof with

due diligence and in. good' faith).

In any of' such 'everrcsof default, ,the:'non-

defaulting party may, give 'to the aefaulti~g party not~ce 'of
intention to terminate the 'Term after the 'expiration of a
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period of fifteen (15) days from the date of.such notice,

and, upon the expiration of such period, the Ter,m shall

expire. Anything to the contrary herein contained notwith-
standing, neither party shall be deemed to"be in default
under this Agreement" and no such notice of intention to

terminate, if given by either party, shall he ef~ective if a
bona fide dispute shall have arisen with respect to any of

the foregoing events of default "or"wi'threspect to the alleged
event of default on which such notice is based and such
dispute has been submitted to arbitration. A dispute shall

-,be deemed to have been submitted to arbitration if either
party hereto shall have serVed upon the other the written
notice referred to in the first sentence of Section 14

hereof. The rights granted hereunder shall not be in substi-
tution for, but shall be in addition to, any and all other
rights' and remedies for breach of contract available to the
non-defaulting party under the applicable law.

12.2 Termination bv Owner in Case of Sale.
(al For the purpose of this Section 12.2,

the "Hotel" shall mean all of Owner's right, title and

interest in and to the Hotel. An "independent party" shall

mean a third party having no interest in Owner or its general
partner or any affiliate corporation thereof, and in which

Owner or its general partner or any affiliate corporation
thereof has likewise no interest.
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(b) In the event that OWner. shall at any
time during the term desire to sell the Hotel and'receive

from an independent party a bona fide offer (the "Purchase

Offer") to purchase the Hotel, owner shall fUP"J,ishHyatt a

copy of such Purchase Offer with reasonable evidence that

the party making ~he Pur~hase Offer is an independent. party .. '. . .
Upon receipt of the Purchase Offer and,for a period of
thirty (30) days thereafter Hyatt shall have a right' of
first refusal to purchase the Hotel for the price and upon
all of the terms and conditions set forth in the Purchase
Offer, such right of first refusal to be exercisable by
Hyatt giving to ~v.ner within such 3D-day period notice of
Hyatt's intention to purchase the Hotel pursuant to the
terms of this Section 12.2. If Hyatt shall exercise its
right of first refusal in the prescribed manner, then there
shall be a firm contract between OWner and Hyatt for the
sale and purchase of the Hotel at the price 'and upon the
terms and conditions. set forth in the Purchase Offer., If
Hyatt shall fail to exercise its right of first refusal
within the aforementioned 3D-day pez'Lodand'if, ,thereafter,

Owner shall sell the Hotel to such independent party for the
price and upon the terms and conditions contained in the

Purchase Offer (but not otherwise), then Owner shall have

the right, by a notice to Hyatt, to terminate 'this ~greement
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effective on the date (the "Closi?g Date") when the sale of
the Hotel to such independent party shall be consummated,

provided that Owner shall have paid to Hyatt on or before
the Closing Date an amount equal to 2.5 times the Annual

Management Fee (including the Basic Fee and .Incentive Fee
provided in Sections 4.2 and 4.3) which shall have been
payabie to Hyatt for the fiscal·yeax·riext preceding the
fiscal year in which such sale is consummated.

12.3 Termination by Hyatt for Excusable Inability
to Maintain a First-class Hotel Standard.
As used herein, the term "financial require-

ments" shall mean requirements whLch can be met by the
expenditure of money for, or the investment of funds in, the
Hotel.

If, at any time during the Term, Hyatt shall,
under any provisions of this Agreement, be excused from its
obligation to operate the Hotel in·conformity with a first-

class hotel standard, as·such standard is defined in Section

1.5 hereof, then., notwithstanding that Ow-neris not then in

default hereunder, Hyatt may give to Owner a notice (the
"action notice") stating such fact and setting forth the

financial requirements which, in Hyatt's reasonable opinion,
must be met by Owner to enable Hyatt to meet a first-class
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hotel standard and the time schedule according to which such-

requirements must be met. If, within ninety. (90) .days from

the receipt of any action notice (the date of such receipt
being herein referred to as the "Receipt Date!' j", the parties
hereto shall execute and deliver a written agreement (the
"action agreement")· to the· effect .that Owner will meet the. ..'.

financial requirements deemed necessary by Hyatt in accord-

ance with an appropriate time schedule (as such financial
requirements and time s=hedule are se~ forth in the action

notice or in such action ~greement), then Hyatt's action
notice shall be of no further force and effect, but the
Owner's obligations contained in th~ a~tion ~greement ~hall
be deemed incorporated in this Agreement with the same force
and effect as if originally set forth therein. All monies
expended pursuant thereto shall be deducted in determining
Profit hereunder in the fiscal year incurred, and a breach
of any such obl~gations by Owner shall constitute an event
of default under the provisions of Section 12'.1 hereof. 'If,
followi?-g the receipt by OWner of an action'.notIce,· ..the
parties sha'Ll,fail to execute and deriver. an action ~greement

within the 'aforementioned period' of' ninety. (90) days from
-,

the Receipt Date,' then, .at any time prior' .to the 'expiration

of one hundred and twenty (120).days from' the Recei'pt' Date,

Hyatt shall have 'the 'right, by notice 'to Owner, to terminate
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this Agreement, effective upon the expiration of one (1)
year from the Receipt Date.

Tr'ac'l'e'Name.
Duri~g the Term the Hotel shall at all times

be known and des:i-gnatedas "Islandia Hyatt HQuse" or under
such other, name (which shall include the word "Hya'tt")as
Hyatt shall,des~gnate in a notice to Owner and Owner shall.. ' .
there~fter approve. Hyatt represents ,ana warrants to Owner
that Hyatt has the legal right to use the name "Hyatt"
(herein called the "protected name"),' either alone or in

conjunction with another word or words. Owner acknowledges
that the protected name, when used either alone or in conjunc-
tion with any other word o~ words, is the exclusive property
of Hyatt. Accordi~gly, Owner ~grees that no right or remedy
of Owner for any def~ult of Hyatt hereunder, nor any provision
of this ~greement, shall confer upon Owner, or any transferee,
ass~gnee or successor of Owner, ,or any person, firm or
corporation claimi~g by or'thro~gh Owner, the r~ght to use
the protected name,: either alone 'or'in conjunction with any
other word or words, ,in connecnLon with 'the'use or operation
of the Hotel 'or otherwise" In the event pf' any breach of
this covenant by Owner, ,Hyatt shall be 'entitled to damages,
to relief by injunct~on' and to all other available ~~gal
r~ght'sor'remedies', ,and this provision' shall be 'de'ernedto
survive 'the expiration' or'sooner termination' of the Term.
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Section 14. Arbitration.

Except as otherwise herein provided, if any
controversy should arise between the parties in the perform-
ance, interpretation or application of this Agreement,,

either party may serve upon Ene other a writ~en n~ice

stating that such party desires to have such controversy

reviewed by a board of three (3)·arDitrators and narning the
person whom such party has designated to act as an arbitrator.
Within fifteen (IS) days after receipt of such notice, the

-
other party shall designate a person to act as arbitrator
and shall notify the party requesting arbitration of such
designation and the name of the person so designated. The
two (2) arbitrators designated as aforesaid shall promptly

select a third arbitrator and if they are not able to agree
on such third arbitrator, then either arbitrator, on five

(5) days' notice in writing to the other, or both arbitrator?
shall apply to the American Arbitration Association·for the
des~gnation and appointment of· such third arbitrator. If

the party upon whom such written request for arbitration is

served shall fail to des~gnate its arbitrator· within fifteen

(15) days after receipt of such ·notice, then the ·arbitrator

des~gnated by the ·party requesti~g arbitration· shall act as

the sole arbitrator· and shall be deemed to be the si~gle,·
mutually approved arbitrator to· res·olve 'such ·controversy.
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The decision and award of a majority of ,the arbitrators or
af such sole arbitrator, shall be binding upon both Owner
and Hyatt and shall be enforceable in any caurt af competent
jurisdiction. Such decision and award,may al~acate the
costs of such arbitration to one of the parties or 'dis-
proportionately between the parties: The provisions of this
Section 14 shall be subject ,to the re~irements of the
applicable law.
Section 15. SU'ccessors 'and1I:s51gns.,

15.1 Ass'ig'nment'by Hya:tt.
Hyatt shall have the r~ght to a5s~gn its

rights and Obligations under this Agreemen~, without the. '.' .
COnsent of ~wner, to any affiliate or to any assignee
who also acquires all, or substantially all, of the assets
of Hyatt and assumes its obligations, includi~g those here-
under. In such latter event, ,Hyatt's liability hereunder
,shall terminate upon such assignment, but in the event of
such an assignmen~ to an affiliate Hyatt shall co~tinue to
be liable under this ?-greement to the''sameextent as tho?gh
such ass~gnrnent had not been made" Except,as hereinabove
provided, Hyatt shall no~ass~gn its r~ghts'and obl~gations
under' this ~greenien'twithout the''approval,of'Owner'. In the
event that Hyatt shall 50 ass~gn its r~ghts and obl~gatians
under thi"s~greeirieritto any affiliate '(,the'"a5s~gnee''
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affiliate"}, as hereinbefore provided, then the sale by

Hyatt or by an affiliate of a controlli?g iBt~rest in such

ass~gnee affiliate shall constitute an assignment requiring

OWner's approval, as provided in the immedia~ely preceding

sentence, except for a sale Which is part of a sale of all

'or substantially all of the assetS:0f Hyatt to an ass~gnee

who assumes its obl~gations, including those hereunder (in

which case any contingent liability of Hyatt hereunder shall

terminate upon such sale). "Controlli?g interest" in an

affiliate refers to shares of capital. stock representing

more than fifty percent (50%) of the voting power of such
affiliate.

It is understood and ~greed that any approval

given by Owner to any ass~gnment sheill not be deemed a

waiver of·the covenant herein contained against ass~gnment

in any subsequent case. Any ass~gnee who succeeds to the

interest of Hyatt hereunder (or to the interest of an

ass~gnee 'of Hyatt hereunder) shall be deemed, to be Hyatt

he.r'eundez- for all purposes. The' 'term ",affiliate, ",as used

herein, ,shall mean a corporation' included in an "affiliated

,group, n, as that term is defined in seccLcn' 1504 (al of .t.he

Internal Revenue Code as presently in effect, and of which

Hyatt is the 'common' parent corporation'.
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15.2 Assignment' by' Owner.'

Owner shall have the right to sell! hypothecate
and convey the Hotel or to ass~gn its interest'in this

Agreement, or both, without the consent of Hyatt; provided,
however, that any such assignee shall expres~ly assume in

writing the obligations of Owner hereunder. Notwithstanding

such assumption by such assignee; OWner shall remain fUlly
liable hereunder.

15.3 Binding on Successors.

The terms, provisions, covenants, undertak-
ings, agreements, obligations and conditions of this ~greement
shall be bindi~g upon and sha~l, inure to the benefit of the
successors in interest and the ass~gns'of the parties hereto
with the same effect as if mentioned in each instance where
the party hereto is named or referred to" except that no

assignment by Hyatt and no transfer or mor~g~ge by or thro~gh
Owner, as the case 'may be, .Ln violation of the provisions of
this Agreement, shall vest any r~ghts in the transferee or
mor~g~gee'.
Secti'on':16,.' Notices.

All notices to begiveri hereUnder shall be
given in writi~g and shall be' deemed giveIi when delivered 'by

messe!lger or' by the U.S. mails (and, if mailed, .shall be

deemed received two business days after th~ postmarked date
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thereof), with p~stage prepaid, registered or certified,
and, if intended. for Owner, delivered 'or addressed c/o
Joseph J. Amoroso, 16633 Ventura Boulevard, Suite 1325,.

,"Encino, California 91316, with a copy to Jerald Greenstein,
CPA, Accountancy Corporation, 16400 Ventura Boulevard, Suite
and if intended for Hyatt, .delivered or addzessed to 1338
Bayshore Highway" Burlingame, California 94010, Attention:.' ." .. .- .
Marvin T. Tepperman, Esq.~ with a copy to Jay A. Pritzker,
President, at the same address. Either party hereto may
change the address for notices hereunder by such party
giving notice of such change to the other party hereto in

the manner hereinabove provided. If Hyatt'is given the name
and address of any mortgagees, it will.give copies of all
notices given to O~'"Ilerto such mortgagees" in the manner set
·forth in this Section 16.
Section 17. Approvals.

Whenever any party.hereto is requested here-
under to give its approval to a matter., such approval shall
not be unreasonab.ly withheld. ' If a party s~all desire the
approval of the other par.tyhereto to any matter, such party
may give notice to such other party that it requests such
approval, specifying in' such notice the matter as to which
such approval is requested and reasonable detail respecting
such matter. If' such other party shall not respond negatively

60. 9-29-77
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in writing to such notice within twenty (20) days after

receipt thereof, such other party shall be deemed to have

approved the matter referred to in such notice.
Section 18. Further Instruments.

Upon notice from either party '.tothe other,
Hyatt and Owner shall execute (in recordab~e form) and
deliver to the party requesting the same an appropriate

. ,- .
instrument which, when recorded, wil~, ~o the extent allowed
by applicable law, imp~rt constructive notice to third
parties of.the rights of Hyatt unde~ this Agreement. Each
party hereto shall further execute and deliver all such
other appropriate supplemental agreements and other instr~~ents
and take such other action as may be necessary to make this
Agreement fully and legally effective, binding and enforceable
as between the parties hereto and as against third parties,
or as the other party may reasonably request.
Section 19. Applicable Law.

This Agreement shall be governed in all
respects by the laws of the State of California.
Section 20. Partial Invalidity.

In the event that anyone or more of the
phrases, sentences, clauses, paragraphs or sections contained
in this Agreement shall be declared invalid by arbitration

or by the final and unappealed order, decree or jUdgment of
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any court, this ~greernent shall be construed as if such

phrases, sentences, clauses, paragraphs or sections had Dot.
been inserted herein.

IN WITNESS WHEREOF, Owner and Hyatt have executed
this Agreement as of the day and year first above set forth.

ISLANDIA ASSOCIATES, LTD.,
a California limited partnership
By: AMGREEN, INC.,

a Califo~nia cOrporation

General Partner
OWNER

CALIFORNL~ HYATT CORPORATION,
a Delaw e corporation

HYATT

62.
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STATEMENT OF INCO~m'

(Short Form)

DEPARTMENTAL PROFIT (Loss)
Rooms
Food
'Beverages
Telephone.
Barber Shop
Beauty Parlor
Checkrooms and Washrooms
Cigar ~~d Newsstand
Foa~tain and Gift Shop
Garage--ParkL~g Lot

,Guest Laundry
Swimming Pool~-Cabanas--Baths
Valet'

Profit from Operated Departments
OTHER INCO~1E
GROSS OP.ER..l;.TINGINCOME
DEDUCTIONS FROM INCOME

Administrative and General Expense
Advertising and Sales Promotion
Heat, Light and Power
Repairs and Maintenance

Total Deductions from Income
HOUSE PROFIT
STORE RENTALS
GROSS OPER~TING PROFIT
RENT, MUNICIPAL TAXES AND INSURANCE
PROFIT BEFORE INTEREST AND DEPRECIATION
INTEREST
PROFIT BEFORE DEPRECIATION
DEPRECIATION AND EXPENSE AMORTIZATION
NET OPER~TING PROFIT (LOSS)
OTHER ADDITIONS F~ DEDUCTIONS

NET INCO~1E (Loss)--TO RETAINEDR~INGS

EXHIBIT B
Page'l

Current
Period

Schedul'e B- ,1 s
" B- 2I. B- 2
II B- 3'..
" B- 4
" B- S
" B- 6
" B- 7
" B- e
" B- 9
It B-IO
" B-I.l
" B-l2

s
" B-13

$----

" B-14$
B-l5
B-l6
B-17

"
"
u

$----
$

" R-18

II
$

s
B-l9

" B-19

"
$

$
B-l9

" B-20

$
:;;:====
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AMENDMENT TO MANAGEMENT AGREEMENT

THIS AMENDMENT TO MANAGEMENT AGREEMENT is executed as of the
29th day of _.....JJ.,JUJllOwP::....- , 1978, by and between rSiANDIA ASSOCIATES.

,LTD.• a California limited partnership, of which AMGREEN. INC., a California
,

corporation is the general partner (hereinafter called :"Own'er~'L and
CALIFORNIA HYATT CORPORATION. a Delaware corporation (hereinafter called
"Hya tt"). . .'

WIT N'E SSE T H:

WHEREAS. the parties heretofore executed and delivered that certain
Management Agreement (the "Nanagement Agreement") dated August 10, 1976,

whereunder Hyatt agreed to manage. for the account of Owner, the hotel known
as the "Islandia Hyatt House" (the "Hotel") located at Mission Say, San Diego.
Cal ifornia; and

WHEREAS. the parties hereto wish to amend the Man~gement Agreement
with respect to the construction by Owner of imprJvements to the existing
coffee shop facility in the Hotel;

~ G R E E MEN T

NOW. THEREFORE. the parties hereto agree to amend the Management
Agreement as follows:

Owner shall. at its sale risk, cost and expense. with reasonable
diligence and in accordance with plans and specifications approved by 'Hyatt,
(i) cause improvements to the existing coffee shop facility, including the
kitchen and employees' dining area (the "Coffee Shop Improvement") to be
constructed, and (ii) cause to be purchased and installed in or about the
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':

Coffee Shop Improvement all personal property necessary or desirable for
the operation of such Coffee Shop Improvement, such Coffee Shop Improvement
and such personal property, together with any remaining portions of the
existing coffee shop facility, being herein collectively called the "Coffee
Shop Facility". As soon as reasonably practicable af'terccomp let ton of the
Coffee Shop Facility, Owner shall furnish to Hyatt, in·reasonable detail,
the total cost (herein referred to as the "Project Cost") to Owner of com-..' .
pleting the Coffee Shop Facility. The Coffee Shop Fac ility shall be deemed
completed when construction of the Coffee Shop Improvement and the installation
of all necessary personal property shall have .been completed in accordance with
all applicable laws and regulations and in accordance with the plans and
specifications approved by Hyatt so that the Coffee Shop Facility will be
available for use and operation by Hyatt. The representatives of Hyatt shall
be accorded access to the records of Owner for the purpose of verifying the
Project Cost: .

An amount equal to twenty percent (20%) of the Project Cost is
herein referred to as the "Annual Amortization" and an amount equal to one-
twelfth (1/12) of the Annual Amortization is herein referred' to as the
"Monthly Project Cost Amortization".

Commencing with the calendar month next succeeding the completion
of the Coffee Shop Facility and for a pe~iod of' 60 calendar months, there
shall be deducted in computing Profit for each calendar month an amount equal
to the Monthly Project Cost Amortization not to exceed, however, the sum of
$5.000.

-2-
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Except as hereby amended, the management" Agreement shal I' continue
in full force and effect.

. .IN WITNESS WHEREOF, Owner and Hyatt have executed this Amendment
. to Management Agreement as of the da~e hereinabove set ~orth. _

ISLANDIA ASSOCIATES, LTD.,
a.California limited partnership
By: AMGREEN, INC., a

California corpo a on

OWNER
CALIFORN~A HYATT CORPORATION,
a Dela~~ corporation

BY/~/./ ~ aiffence A. Zinder
&' Vice President

HYAIT

....

-3-
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SECOND AMENDMENT TO MANAGEMENT AGREEMENT

This Second Amendment to Management Agreement is executed

as of this of ______ , 1989, by and between ISLANDIA

ASSOCIATES, LTD., a California limited partner~hip, of which
AMGREEN, INC., a California corporation is the general partner

,
(hereinafter, called ,"Owner"), and C.a.LIFORNIAHYATT CORPORJI.TION,
a Delaware corporation (hereinafter called "Hyatt" J .'

:.. ".

WHEREAS, the parties heretofoFe.~a~e executed and
delivered that certain 'Management Agreement dated as of August
10, 1976, as amended by Am~ndment to Management Agreement
executed and delivered as of June 29, 1978, by letters dated
November 23, 1980 and August 8, 1983, and further with respect
to certain mortgagee interests by Non-Disturbance Agreement
dated October 12, 1977 and by Non-Distur~ance and Attornment
Agreement dated as of June 12, 1987 (hereinafter collectively
ca,l.led"Management Agreement"), pursuant to which Hyatt manages
and operates for the account of Owner the hotel known as The
Hyatt Islandia Hotel located at Mission Bay, San Diego,

California ("Hotel");
, WHEREAS, the Management Agreement will currently expire on

December 31, 1994 in accordance with its terms;
AlID WHEREAS, Owner and Hyatt wish to further amend the
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Management Agreement to provide for an extension thereof, and
for other purposes consistent with their mutual i~tere~ts;

NOW THEREFORE, the parties hereto agree to amend the-
Management Agreement as follows:

1. Except as may be otherwise specifically noted
_herein, all defined terms expressed in this agreement shall have
the same meaning as is ascribed to them in the Management
Agreement.

2". Section 2 of the Management" Agreement is hereby
amended to read in its entirety:
"Section 2. Term of Agreement.

The term of this "agreement (herein called the
"Term") shall commence on August 10, 1976 (the "Gommencement
Date"), and shall end at midnight, December 31, 2010."

3. Section 5.4 of the Management Agreement is hereby
amended to read in its entirety:
"5.4 Fund for Replacement of and Additions to Furnishings

and Equipment.

(a) During each fiscal year Hyatt shall deposit for
each calendar month included in such fiscal year.an amount equal
to four percent (4%) of the Gross-Receipts for such calendar
month into a fund to be entitled "Fund for Replacement of and
Additions to Furnishings and Equipment," which Fund shall be
maintained on deposit by Hyatt in trust for Owner in an

-2-
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interest-bearing· bank account. The monies in such Fund shall be
the property of Owner. Interest earned during any period from
the amounts in such Fund shall be excluded from the Gross

Receipts for such period and in computing.Profit for such perio~
and shall remain part of such Fund. To the extent that Hyatt
shall be required to pay any income taxes on such· interest as a
fiduciary, the same shall be payable out of such ,Fund. In
addition to such payments into such Fund, all proceeds from the
sale of Furnishings and Equipment no longer needed for the

...
~peration of the Hotel shall ~lso be pai~ into such Fund. Hyatt
shall be. entitled to withdraw from such Fund any amounts
required to make contributions to the cost of replacements of
and additions to, the Furnishings and Equipment reasonably
deemed by Hyatt to be necessary or desirable, and the items of
Furnishings and. Equipment so replaced or added shall be and
become, forthwith upon acquisition and installation and without
further act or action, the property o·f Owner and part of the
Hotel. All such replacem~nts and additinn~ m~y b~ purchased by
Hyatt at competitive prices from Rosemont Purchasing, a Hyatt
affiliate. Any amounts remaining in such Fund at the
termination or expiration ·of the Term shall be returned by Hyatt

to Owner.
(b) Hyatt shall not, without the approval of Owner

(which approval shall not be unreasonably withheld), expend any
monies for replacements of, or additions to, the Furnishings ·and

-3-
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Equipment in excess of the amount then existing in the Fund and,

notwithstanding anything else to the contrary in.this .Agreement
contained, Hyatt's obligations with respect to additions to, or
replacements of, Furnishings and Equipment-shall be excused to_
the extent that the amount in such Fund is inadequate to meet
such obligations.

(c) When amounts in the Fund are (010, are reasonably
anticipated to be) insufficient to satisfy the ,obligation of
Owner to provide funds necessary for the Hotel to be maintained
in accordance with the first-~lass hotel.standard (as
hereinafter defined), any such additional amounts as Owner and
Hyatt shall agree upon shall be provided by Owner. In any such
case, one-half of such additional amounts wil1 be deemed to be
an operating expense of the Hotel for the purposes of
calculating Profit (~nd only in respect of the calculation of
the Annual Management Fee and for no other purposes), and only
with respect to such additional amounts as are actually expended
in the fiscal year for which the calculation of Profit is being
made.

(d) Anything in this Agreement to the contrary
notwithstanding, Owner shall be obligated to make sufficient
funds available to Hyatt so that the Hotel can be maintained at
all times during the Term in accordance with the first-class
hotel standard. The "first-class hotel standard" for
purposes of this section refers to the standard of construction,

-4-



furnishing and equipping applicable to such othur hotels
comparable in size to the Hotel and operated by Hyatt, which

. ,

<;» represent! the highest quality of hotels of such size in the
Hyatt chain of hotels."

4. Section 7.1(b) of the Management Agl~ement is hereby
deleted in its entirety and shall be, as of the dat.e hereof, of

no further force and effect.
S. Section 12.2 (b) of the Management J.greelillint is

hereby deleted in its entirety and shall be, as of the date
hereof, of no further force and effect: " .

6. Except as herein modified and amendEd, Owner and
Hyatt agree that: the Management Agreement, is in full force and

effect in accordance with its terms~

IN WITNESS WHEREOF, Owner and Hyatt have executed this
Agreement as of the date fIrst above written.

,""

PDC:mjb.amendment

-5--'
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THIRD AMENDMENT TO MANAGEMENT AGREEMENT

TIllS THIRD AMENDMENT TO. MANAGEMENT AGREEMENT (this
"Amendment") is dated as ofthe __ day of ,2002, but effective as of January I,
2003 (the "Effective Date"), by and between HYATT CORPORATION, a Delaware corporation
("Hyatt") and ISLANDIA ASSOCIATES, LTD" a California limited partnership ("Islandia").

WITNESSETH:

WHEREAS, California Hyatt Corporation, the predecessor in interest to Hyatt, and
Islandia, entered into that certain Management Agreement dated as of August 10, 1976, as
amended by the Amendment to Management Agreement executed and delivered as of June 29,
1978, and by the Second Amendment to Management Agreement executed November 17, 1989;
by letters dated November 23, 1980, and August 8, 1983; and further with respect to certain
mortgagee interests by Subordination, Non-Disturbance and. Assignment of Management
Agreement dated as of May 28, 1996 (collectively, the "Management Agreement"). Pursuant to
the terms of the Management Agreement, Hyatt manages and operates, for the account of
Islandia, the hotel known as the Hyatt Regency Islandia Hotel located at Mission Bay, San Diego,
California ("Hotel"); and

WHEREAS, neither Hyatt nor Islandia are currently in default under the terms of the
Management Agreement; and

WHEREAS, to the best of the knowledge of both Hyatt and Islandia, no event has
occurred which, with the passage of time, the giving of notice, or both, would cause Hyatt or
Islandia to be in default under the Management Agreement; and

WHEREAS, Hyatt and Islandia now wish to amend the Management Agreement to
extend the term (the "Term") of the Management Agreement and make certain other
modifications to the Management Agreement in connection therewith. Capitalized terms used in
this Amendment, but not otherwise defined, have the meanings given to such terms in. the
Management Agreement.

NOW, THEREFORE, in consideration of the mutual covenants and agreements set forth
hereinbelow and of other good and valuable consideration, the receipt and sufficiency of which
are hereby acknowledged by the parties hereto, Hyatt and Islandia, intending to be legaIIy bound,
agree as follows:

1. Recitals. The foregoing recitals are intended to be a material part of this
Amendment and are incorporated herein by this reference.

2. Tenn. The Term of the Management Agreement is hereby extended for ten (10)
years ending on December 31,2020, at 11:59 p.m. P.S.T.



f )

IN v..1TNESS WHER.:EOF, Hyatt and Islandia have executed this Amendment as of the
date first above written.

ISLANDIA ASSOCIATES, LTD., a
California limited partnership

By: AMGREEN. INC., a
California corporation

Its: General Partner

By:6-:..c~~
~e;& 4-~ 0-- C"~, k_o

•• •

/"o/its:/~,...r 0

........ ",

ACKNOWLEDGED AND APPROVED BY:

4



EXHBllT A

Tower Balcony Structural Reinforcement

The concrete in the Tower balconies is deteriorating due to age (30 years old) and exposure to the
ocean air. It is imperative to replace the eroding concrete and seal the balconies before the steel
structure is exposed and begins to rust. The cost is $900 per balcony to remove the portions of
the concrete that have deteriorated, replace the concrete and finish with a sealant. The total cost
for 261 balconies is $234,900. The cost will be reduced if any balconies do not need concrete
replacement. The cost in only re-surfacing a balcony is $400. Supply Co. Inc., the company
recommended by Robert Milmoe (the structural engineer for Islandia), provided this preliminary
information.

Elevator Control Panel Modernization

The new electronic controls are equivalent to an additional elevator and will address guest
complaints of slow service provided by the 30 year old elevators. They are capable of better
response to the demand with upgraded technology to provide expedited service and load
detection to prevent unnecessary stops when the car is full. The electronic controls are much
faster and more reliable than the current electro-mechanical controls. The elevator equipment
will be installed in accordance with ASMEJANSI A17.1 Safety Code for Elevators and
Escalators, An American National Standard, including the latest Supplement, and the Americans
with Disabilities Act. The preliminary cost for modernizing our four elevators in the Tower
building is $355,000. This bid is from Otis Elevator, our elevator service provider.

s
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EXHIBITB

Hyatt System Services and Hyatt System Costs

In addition to management services and Chain Services, Hyatt and its affiliates currently provide
certain additional centralized services to Hyatt Hotels including the following:

Mandatory Services

All Hyatt Hotels are required to participate in certain programs and/or services made
available by Hyatt and/or its affiliates. With respect to the calculation of costs for each category
of mandatory Hyatt System Services, and except as otherwise noted, costs include an allocable
share of corporate office overhead and occupancy costs, but without a 'profit or mark-up
component to Ryan. The allocation of such costs is based upon service specific formulas
developed by Hyatt. These services include the following:

1. Gold Passoort, Hyatt currently maintains a frequent guest incentive program known as
Gold Passport, the cost of which is paid by assessing each Hyatt Hotel four percent (4%)
of all qualifying charges attributable to a Gold Passport member's stay at that hotel
excluding applicable taxes. The amount of this assessment, including the cost of
amenities provided to Gold Passport members, typically approximates one percent (1%)
of total annual room revenue, depending on program usage in a given hotel.

2. Human Resources Services, Hyatt provides certain human resource and employee
relations services to Hyatt Hotels including, but not limited to, specialized and divisional
training programs, preparation and revision of manuals, employee surveys and employee
newsletters and monitoring compliance with affirmative action policies and other
employment policies and practices, The cost of providing Human Resources Services is
allocated to each Hyatt Hotel on the same basis as such costs are allocated to all other
Hyatt Hotels, e.g, the number of full-time equivalent "employees at a given hotel in
relation to !he number of full-time equivalent employees at all otherHyatt Hotels, the
number of employees in an affected class (such as all management employees) in relation
to the number of alI'Hyatt employees of such class, the number of actual employees of a
hotel receiving training or other Human Resources Services in relation to the number of
all other Hyatt employees participating in such programs, or any combination of one or
more of the foregoing. The typical annual cost ranges from approximately $50 to $100
per each full-time equivalent employee. .

3, Coordinated Marketing Services. Hyatt conducts joint marketing programs on behalf of a
hotel together with one or more other Hyatt Hotels. A hotel's pro rata share of
Coordinated Marketing Services is allocated to the hotel on the sam~ basis as allocated to
all other Hyatt Hotels participating in the marketing program(s) in question. Aggregate
spending in this category is entirely dependent on a hotel's business mix, business
segment, revenues, needs and the number of programs in which it participates.
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Participation in specific marketing programs is left to the discretion of the hotel's General
Manager and Divisional Vice °President.

4. Technology Services. Computer Sciences Corporation Outsourcing, Inc. ("CSCO") (an
unaffiliated party) renders technology services to Hyatt Hotels through Hyatt Corporation
pursuant to a technology outsourcing agreement. In particular, CSCO provides software
support, maintenance, training, installation and related services for automated
management systems including, but not limited to, property management, point-of-sale,
sales and marketing, catering and convention services, local and wide area networks.
electronic mail, central databases and reporting, reservations, group business services and
transient room monitoring. The cost of providing computer services depends primarily
on the actual systems in place at a hotel and the usage thereof and is allocated to a hotel
on the same basis as the cost of computer services are allocated to all other Hyatt Hotels,
e.g. the number of personal computers in the hotel in relation to the number of personal
computers in all Hyatt Hotels, orothe number of point-of-sale servers in the hotel in
relation to the number of point-of-sale servers in all Hyatt Hotels, or, with respect to
group service automation, the number of rooms occupied by groups at the hotel in
relation to the total number of rooms occupied by groups at all other Hyart Hotels, or,
with respect to the costs of transient business automation systems, the number of rooms
occupied by transient guests at the hotel in relation to the total number of rooms occupied
by transient guests in all other Hyatt Hotels, or, with respect to the costs of electronic
mail, the number of electronic mail users at the Hotel in relation to the number of
electronic mail users in all other Hyatt Hotels, or on actual usage based on a combination
of the foregoing. The outsourcing agreement was recently extended through December
31,2006.

5. Other Reservations Center Services. In addition to the central reservations center
currently located in Omaha, Nebraska, which is allocated to each Hyatt Hotel as part of
Allocable Chain Expense, other global distribution systems (principally airline
reservations systems such as American Airlines' Sabre System and United Airlines'
Apollo System) accept reservations for Hyatt Hotels and confirm the reservations with
Hyatt through Hyatt's central reservations center. These supplemental reservations
systems charge Hyatt a reservations fee, currently averaging approximately $4.00 per
reservation, which Hyatt passes on to the hotel receiving the reservation at cost without
mark-up or profit to Hyatt. Similarly, fees charged by Internet travel service providers
(ranging from a fixed fee per transaction to a percentage of the daily room rate charged to
the customer) such as Expedia and Travelocityare passed on to the hotel receiving the
reservation at cost without mark-up or profit to Hyatt. In addition, Pegasus Systems, Inc.,
a publicly traded company (in which Hyatt currently owns less than 1% of the outstanding
common shares) provides connectioos to the airline reservations systems, internet related
reservations services and consolidated travel agent commission payment processing
services for which hotels using such services pay on a per transaction basis at rates set by
the service provider.

6. Wide Area Network (WAN), The WAN is a private communication network among
Hyatt Hotels, the central reservations center, Hyatt's corporate office, divisional offices
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and other important points of contact within the Hyatt chain. Among other things, the
WAN permits the central reservations center to transmit reservations to the applicable
Hyatt Hotel, provides each Hyatt Hotel access to Hyatt's applications and databases, and
allows Hyatt to gather, process and use information from each Hyatt Hotel and the central
reservations center for, among other things. sales purposes and various financial and other
. analyses. The WAN also is the delivery mechanism utilized for Hyatt's electronic mail
system. Each Hyan Hotel has, or is required to purchase, specific hardware necessary to
connect to the WAJ"f at an estimated one-time cost which currently approximates $12,000
to $15,000, exclusive of initial circuit costs which typically range from $5,000 to $10,000
(exact costs are determined upon completion of a system proposal). The current standard
for the WAN circuit is 256K Existing hotels with 56K or 128K circuits may up.grade to
the 256K standard for an estimated one-time hardware cost of $6,000. In operating the
WAN, Hyatt incurs expenses including telephone support from customer service
employees of CSCO for hardware and communications, telephone line charges, circuit
costs and certain other third party costs. From time to time, as new equipment is added to
the WAN, the cost of leasing the equipment, or an amortization of the equipment cost
(depending on whether the equipment is leased or purchased), is charged to each Hyatt
Hotel as part of the operating costs of the system. Each Hyatt Hotel pays its share of
these network operating charges, without profit or mark-up, on a per hotel basis based on
the number of hotels connected to the WAN (except for hotels oil a public network and
the Hawaiian properties because of their unique configurations) and the circuit size (56K,
. 128K or 256K) for that hotel.

7. Employee Benefits. Hyatt provides certain employee benefits to hotels managed by
Hyatt, as follows:

a Health and Dental Plan (Non-Union Personnel and Non-HMO Personnel). Hyatt
is self-insured for these programs. Claims and administrative costs are allocated
among the hotels on the basis of the number of participating employees in each
plan. Amounts are paid to Hyatt, reconciled and aggregated and then deposited in
an Internal Revenue Code section 501(c)(9) trust fund. Hyatt'S corporate office
along with certain individual Hyatt Hotels utilize First Health Group Corporation.
a publicly traded company to provide health benefits to employees. Pritzker
Family Business Interests hold a minority interest in FIrst Health.

b. Retirement Plans (Non-Union Employees). All hotels managed by Hyatt pay a
percentage of eligible compensation pursuant to the applicable retirement plan
documents and/or a fixed amount pe~·employee (class) which is reconciled and .
aggregated at the Hyatt corporate level and deposited in a retirement trust fund.
Employees self-direct the investment of their individual account balances for
these defined contribution plans ..

c. Other Benefit Plans. Costs associated with ather benefit plans are generally
allocated and/or administered in a manner similar to retirement plans.
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Costs for each Hyatt Hotel for the benefit plans listed above vary based on the type and
level of employee participation.

8. Mandatory Contracts. Hyatt from time to time negotiates contracts with vendors or
providers of services which, under their terms, provide for mandatory participation by all
Hyatt Hotels or by certain Hyatt Hotels (e.g. hotels in a' certain business segment).
Except as otherwise expressly provided in the hotel's operating agreement, Hyatt does not
receive any fees, rebates or commissions under, or with respect to, Mandatory Contracts,
although certain of the Mandatory Contracts may provide for promotional or other
allowances which are then allocated among participating Hyatt Hotels on a fair and
equitable basis as determined by Hyatt.

9. Other Corporate Services. Hyatt also provides a number of other corporate services and
programs for the benefit of Hyatt Hotels for which reimbursement is made on a cost
recovery basis. These services and programs -include in-house merchandising services,
group sales promotional programs and events sponsored by two or more Hyatt Hotels,
property evaluations, quality assurance manuals, college recruiting programs, other
training programs and other various services. Costs are allocated among hotels that
receive these services or participate in these programs pursuant to program specific
allocation formulas developed by Hyatt

Non-Mandatory Services

Hyatt and its affiliates make certain additional programs and/or services available to Hyatt Hotels
allowing each Hotel to participate at its discretion. These programs and/or services include the
following:

1. FFE Purchasing Services. Rosemont Project Management, ILC offers purchasing
services to Hyatt Hotels for the purchase of furniture, fixtures and equipment which,
together with renovation related services, are typically subject to a separate contract and
fee structure (which includes a profit component). Each Hyatt Hotel may determine, in
accordance with the terms of its operating agreement, whether and the extent to which to
use the foregoing purchasing services.

2. Purchasing Services. Hyatt makes various goods and services available to Hyatt Hotels
through a centralized purchasing program currently administered by Avendra, Ll.C
("Purchasing Company"), a procurement services company in which an affiliate of Hyatt
has a minority ownership interest. While Hyatt receives no fees, commissions or other
remuneration in connection with such purchasing services, the Purchasing Company may
receive fees, rebates or commissions on certain goods or services so provided (which
include a profit component). Each Hyatt Hotel determines whether, and the extent to
which, to use the services of the Purchasing Company (other than as stated under
Mandatory Contracts above). Hyatt corporate personnel provide on-going oversight of
Hyatt's customer relationship with the Purchasing Company. The cost of providing this
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oversight is alIocated among those hotels utilizing the purchasing services of the
Purchasing Company on a fair and equitable basis without premium, profit or mark up to
!iyatt. '

3. Remote Call Forwarding. Hyatt currently offers Hyatt Hotels the option of forwarding
reservations calls received at a hotel to Hyatt's centralized reservations center, currently
located in Omaha, Nebraska, when on-site personnel are unavailable to process potential
reservations. The cost of Remote Call Forwarding is charged on a per call basis, which
currently approximates Sl.41 per call, to all Hyatt Hotels receiving Remote Call
Forwarding Services. Each Hyatt Hotel may determine whether to elect to use such
Remote Call Forwarding Services.

4. General Liability and Auto Insurance. Hyatt offers comprehensive general liability
insurance, including liquor and dram shop liability insurance, automobile coverage for all
. hotel vehicles, umbrella liability insurance, and crime and fidelity insurance to Hyatt
Hotels, the cost of which is allocated among all participating Hyatt Hotels based upon
their respective total hotel revenues. Participation in Hyatt's insurance program is
voluntary and generally subject to the acceptance of the hotel into the program by
underwriters.

5. ProoertY Insurance. Ryan also offers a property and business interruption insurance
program to each Hyatt Hotel, the cost of which depends on the valuations of each insured
hotel. Participation in Hyatt'S insurance program is voluntary and generally subject to the
acceptance of the hotel into the'program by underwriters.

6. Travel and Accident Insurance. For those Hyatt Hotels participating in Hyatt's insurance
program, Hyatt offers a travel and accident insurance program for its employees.
Currently, the premiums incurred and paid by Hyatt to a third party insurer for this
program are reimbursed to Hyatt by each Hyatt Hotel on a pro rata basis based. on the
number of participants employed at each Hyatt Hotel covered by these programs.

7. Worker's Compensation Insurance. Hyatt offers worker's compensation insurance under
its insured or self-insured programs. Under the insured program (for those jurisdictions
that do not allow self-insurance programs or where it is not financially beneficial to
establish self-insured programs), the hotel pays the state's standard modified premium.
Under the self-insured program, the hotel currently pays the first 515,000 (deductible) for
. each claim, including any adjusting expenses, and an amount equal to approximately 25%
to 35% of the state's manual premium. Hyatt is responsible for any amounts in excess
thereof.

8. MT Phone Comoanv. TI1is affiliate of Hyatt negotiates volume telecommunications
agreements and obtains favorable rates through the aggregation of local, long distance and
frame relay data network volume for Hyatt Hotels and other "entities. It also provides,
through various third parties, audit services, special analyses and reports, oversight of
PBX, voice mail and call accounting systems, and evaluations and recommendations of
telecommunication equipment. The costs incurred by MT Phone Company in providing
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these services (including an allocation of corporate overhead and occupancy costs but
without a profit component) are reimbursed by the entities utilizing these services based
on long distance minute volume. Hyatt is currently examining the potential efficiencies.
of dissolving MT Phone Company and outsourcing its services to Computer Sciences
Corporation Outsourcing, Inc.

9. Pritzker Family Business Interests. Given the varied nature and scope of investments by
or on behalf of the Pritzker Family, there may be situations where a company in which the
Pritzker Family holds an interest (either direct.Iy or indirectly), is doing business with
Hyatt or individual Hyatt Hotels. Where that interest is significant and is known to Hyatt,
Hyatt wiII make every effort to inform hotel owners. In that regard, TransUnion, one of
the two approved vendors utilized by Hyatt Hotels to perform employee background
checks, is one of the Marmon companies owned by Pritzker Family Business Interests,
While TransUnion is neither a Hyatt company nor a Hyatt affiliate, owners of hotels that
selected TransUnion were notified of this relationship.
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FOURTH AMEND.MENT
TO

MANAGE~mNTAGREEMENT

rars FOURTH AMENDMENT TO MANAGEMENT AGREE~mNT (this
"Amendment") is dated as of January 6, 2006, by and between KENCAL OPERATING LLC,
a California limited liability company ("Owner") and HYATT CORPORATION, a Delaware
corporation (''Hyatt'').

PREL~llNARYSTATE~mNT

Hyatt currently operates and manages the Hotel pursuant to the Existing Agreement.
Concurrently herewith, the Hotel is being purchased by KenCnl Ownership LLC, a California
limited liability company, and an affiliate of Owner (''Landlord'') and Landlord is leasing the
Hotel to Owner pursuant to a certain Operating Lease by and between Landlord and Owner (the
"Operating Lease"). In addition, concurrently herewith, Landlord, Owner and Hyatt are
entering into a certain Landlord, Tenant and Manager Non-Disturbance and Attornment
Agreement (the ''Landlord Agreement"). In connection therewith, the Owner's interest under
the Management Agreement is being transferred and assigned to Landlord, and immediately
thereafter being transferred and assigned to, and assumed by, Owner. Owner and Hyatt now
desire to enter into this Amendment in order to amend the Management Agreement further.

NOW, THEREFORE, it is hereby agreed, by and between the parties hereto as follows:

1. Definitions. All terms used herein (including, without limitation, all terms used in the
Preliminary Statement) which are defined in the Existing Agreement shall, except as
otherwise herein expressly provided, have the meanings set forth therein. The definitions
of any terms which are expressly defined herein and also defined in the Existing
Agreement shall have their meaning set forth herein, and said definition shall, for all
purposes of the Management Agreement be deemed to have been amended to conform to
the definition thereof herein contained. For all purposes of this Ameodment and the
Management Agreement the following terms shall have the meanings set forth below:

"City Lease" shall mean that certain Lease Agreement as executed by the parties thereto
as of October 4, 2005, by and between KenCal Ownership LLC, a California liinited
liability company, as Lessee, and the City of San Diego, a California municipal
corporation.

''Existing Agreement" shall mean, collectively, the following: (i) the Management
Agreement, dated as of August 10, 1976, by and between Islandia Associates, Ltd. and
California Hyatt Corporation pursuant La which, among other things, California Hyatt
Corporation was designated and appointed as the agent for Islandia Associates, Ltd. to
manage and operate the Hotel; (ii) Amendment to Management Agreement, dated as of
June 29, 1978. by and between Islandia Associates, Ltd., and California Hyatt
Corporation; (iii) Second Amendment to Management Agreement, dated as of November
17. 1989, by and between Islandia Associates, Ltd., and California Hyatt Corporation;
(iv) Third Amendment to Management Agreement, dated as of August 17, 2002, by and
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between Islandia Associates, LId. and Hyatt Corporation, as successor U1 Interest to
California Hyatt Corporation; and (v) letter dated June 6, 2002 from Hyatt Corporation to
Islandia Associates, Ltd.

''Hyatt System Costs" shall mean the costs allocable to the Hotel of providing Hyatt
System Services. Hyatt System Costs shall be allocated to the Hotel on the basis of the
actual cost thereof to Hyatt without mark up, premium or profit, but may include an
allocation of certain shared costs such as employee costs, occupancy costs, utilities and
the like.

''Hyatt System Services" shall mean those services provided to Hyatt hotels in North
America and the islands of the Caribbean by Hyatt or its Affiliates on a centralized basis,
excluding, however, Chain Services. Attached hereto as Exhibit A is a brief description
of Hyatt's current Hyatt System Services (which shall be SUbject to revision, addition or
deletion from time to time), setting forth those which are mandatory and will be
applicable to the Hotel and those from which Owner may elect to be excluded, and
setting forth the basis on which Hyatt System Costs are currently allocated to the Hotel.

''Management Agreement" shall mean the Existing Agreement as amended by this
Amendment

''Renovation Program" shall mean the program of renovation and rehabilitation of the
Hotel, the scope of which is described on Exhibit B hereto, as more fully provided for in
Section 3 of this Amendment.

"Total Project Costs" shall mean the sum of (i) the cost to Landlord (but not any
subsequent purchaser or transferee) of acquiring the Hotel including, without limitation,
the purchase price therefor (without regard to proration adjustments) and Landlord's
reasonable costs incurred in connection with the acquisition of the Hotel including,
without limitation, attorney's fees, appraisal charges, due diligence costs, recording fees,
transfer taxes, title insurance, and the like to the extent actually paid to unaffiliated third
parties by or on behalf of Landlord; plus (ii) the actual cost of the Renovation Program
paid by or on behalf of Landlord or Owner to unaffiliated third parties. In order to enable
Hyatt to make the necessary calculations which are dependent on the amount of Total
Project Costs, Owner shall, from time to time, upon request of Hyatt, furnish to Hyatt in
reasonable detail, the amount of its Total Project Costs incurred to the then current date,
together with a full and complete report of Total Project Costs as soon as reasonably
practicable after the completion of the Renovation Program. Hyatt shall have the right,
from time to time, to examine and audit the books and records of Landlord, and its
Affiliates, by itself or its auditors for the purpose of verifying the amount of the Total
Project Costs and, in that connection, Owner shall, and shall cause Landlord, to cooperate
in all reasonable respects with Hyatt, and to provide to Hyatt and its auditors the
necessary books and records for such purpose. In the event Owner and.Hyatt dispute the
amount of Total Project Costs, the dispute shall be resolved by arbitration conducted in
accordance with the provisions of the Management Agreement The costs of verifying
and auditing Owner's and Landlord's books and records shall be borne by Hyatt, and
shall not be a Hotel expense, unless the amount of the Total Project Costs, as reported by
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Owner, are less than the actual amount thereof ns determined by audit or arbitration by
three percent (3.0%) or more, in which event the costs incurred by Hyatt in connection
with such examination and audit shall be borne and paid for by Owner and shall not be a
Hotel expense.

2. Term. Section 2 of the Existing Agreement, as heretofore amended, is hereby further
amended by providing that the Term of the Management Agreement shall be and hereby
is extended for an additional period of ten (10) years ending at 11:59 pm, local time at the
Hotel, on December 31,2030.

3. Renovation Program. Owner and Hyatt agree that the Hotel, in order to enable it to
meet the first-class hotel standard (as defined in Section 1.5 of the Agreement), requires
the implementation of the Renovation Program. Owner agrees that it shall implement the
Renovation Program, as soon as reasonably practicable after the date hereof, and, in
doing so, shall conform to the following provisions:

(a)' The scope of the Renovation Program shall be as described on Exhibit B hereto.

(b) Owner shall cause detailed plans and specifications for the Renovation Program
to be prepared and submitted to Hyatt for Hyatt'sreview. Hyatt's review shall be
based on aesthetic factors, confonnity to Hyatt standards and other factors relating
to the operational aspects of the Renovation Program, Hyatt shall have the right
to review and comment on, and to approve, the plans and specifications as
submitted by Owner, Hyatt's approval, however, to be based solely on whether or
not the proposed plans and specifications are in conformity with Hyatt's standards
and the first-class hotel standard. Hyatt's comments and suggestions with respect
to the plans and specification as submitted by Owner shall be in writing, and shall
not be unreasonably withheld or delayed.

(c) Upon receipt of Hyatt's comments, Owner shall cause the plans and specifications
to be revised to reflect Hyatt's comments and the revised plans and specifications
shall then again be submitted to Hyatt The process described in subsection (b)
shall be repeated until plans and specifications shall have been mutually approved
by Owner and Hyatt.

(d) As soon as reasonably practicable after approval of plans and specifications,
Owner shall place purchase orders for goods required in connection with the
Renovation Program, and execute contracts for the implementation of the
Renovation Program, including installation of FFE. Owner agrees that in
implementing the Renovation Program it shall do so in a manner which
minimizes, to the extent possible, disruption of ordinary Hotel operations. Hyatt
agrees that it shall cooperate in all reasonable respects in the implementation of
the Renovation Program.

(e) All cost and expenses incurred in connection with the Renovation Program shall
be the sale cost and responsibility of Owner and Owner shall indemnify, defend
and hold Hyatt harmless of and from any and all manner of claim, loss, damage,
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liability or expense which Hyatt, or any of its employees or agents, may suffer or
incur in connection with the implementation of the Renovation Program. Costs
incurred in connection with the Renovation Program shall not be deducted in
computing Profit, shall not be paid from operating accounts, but shall constitute
part of Total Project Costs, except to the extent paid from funds on deposit in the
Fund referred to in Section 5.4 of the Existing Agreement

(f) So long as Owner is proceeding in good faith to implement the Renovation
Program, and so long as the Renovation Program shall be completed on or before
twenty-four (24) full months after the date hereof (subject to delays directly
resulting from one or more Force Majeure Causes), Owner shall not be deemed in
default under the Management Agreement solely by reason of the fact that the
Hotel is not in conformity with the first-class hotel standard. For purposes hereof,
a ''Force Majeure Cause" menus anyone or more events or circumstances
beyond the reasonable control of the party whose performance is affected thereby
that, alone or in combination, causes a delay in the completiori of the Renovation
Program, such events or circumstances to include, without limitation, casualties,
war, invasion, insurrection, acts of terrorism, sabotage, failure of transportation,
or inability to procure or general shortage of labor, equipment, facilities, materials
or supplies.

(g) Upon completion of the Renovation Program, and as of me date of such
completion, the Hotel shall be deemed in compliance with the first-class hotel
standard, .

4. Employees. The proviso at the end of the first paragraph of Section 3.1(a) (relating to
the position of general manager for the Hotel), together wlth all of the remaining portions
of Section 3.1(a) that follow the proviso, are hereby deleted, and the following inserted in
lieu thereof

"By separate agreement of even date with this Amendment, and, with the
consent of Owner, Hyatt bas assumed me existing union agreements. Hyatt shall
select, appoint and supervise all personnel for the proper operation, maintenance
and security of the Hotel and in order to enable Hyatt toperform its duties and
obligations under the Management Agreement All employees of the Hotel shall
be employees of Hyatt, and Hyatt may reimburse itself nut of tJIC operating
accounts referred to in Section 3.3 for all employee costs which shall include,
without limitation, me aggregate compensation (including, without limitation,
salary, fringe benefits, incentive compensation, bonuses, employee performance
and service awards, and other such amounts paid or payable to Hotel employees),
and other employee related costs such as payroll taxes. Hyatt shall have the sole
and exclusive right and authority to direct Hotel employees, and to hire, promote,
demote, transfer in or transfer out, discipline, suspend or terminate any and all
Hotel employees.
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"Hyatt will negotiate, on behalf of the Hotel, with any labor union entitled
to represent Hotel employees, or any collective bargaining unit comprising Hotel
employees, but any collective bargaining agreement or labor contract resulting
therefrom shall first be approved by Owner. In that connection, Owner
understands and agrees that its approval rights shall be disclosed to the bargaining
representative, and, Owner further agrees (i) Owner will not withhold, condition
or delay its approval to any collective bargaining agreement if the result thereof,
in the reasonable opinion of counsel for Hyatt, is to create a substantial risk of
violation of legal obligations on the part of Hyatt; and (ii) in addition to any other
indemnification obligations of Owner herein contained, Owner shall indemnify,
defend and hold Hyatt, its officers, directors, employees and agents, completely
free and harmless of and from any rind all manner of liability, claim, cost or
expense which may be incurred by Hyatt by reason of any failure of the part Df
Owner to approve a collective bargaining' agreement submitted to Owner for
approval and such approval shall have been unreasonably withheld by Owner.

"Anything herein contained to the contrary notwithstanding, prior to the
appointment of any person to the position of general manager of the Hotel, Hyatt
shall submit the name and background information on the candidate, and provide
Owner a reasonable opportunity to meet with and interview the proposed
candidate. No person shall be appointed as general manager of the Hotel without
the prior approval of Owner, which approval shall not be unreasonably withheld,
delayed or conditioned.

"Hyatt, at its option, instead of hiring specific personnel, may assign
employees of Hyatt or any of its afflliates as full time or part time members of the
executive staff of the Hotel on an interim basis, and Hyatt shall, as necessary,
withdraw from the operating accounts the amounts required to reimburse Hyatt or
its affiliates for the employee costs relating to such employees. With respect to
part time members of the executive staff, a reasonable allocation shall be made of
the employee costs of such employees between the portions thereof chargeable to
the Hotel, and the portion chargeable to Hyatt, respectively."

Because, prior to the date hereof, all employees (other than members of the executive
staff of the Hotel) have, under the terms of the Existing Agreement, been employees of
Owner's predecessor in interest, all such employees shall, as a result of this Amendment,
become direct employees of Hyatt.

5. Annual Plan. There is hereby added as a new Section 3.5 to the Management
Agreement the following:

"3.10 Annual Plan.

(i) Pteparationand Submission.

(1) No later than November 1st of each calendar year during the Term,
Hyatt will prepare and submit to Owner for the following calendar
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year (i) a forecasted budget of the Hotel's operations, including
forecasts of revenues and operating expenses and the assumptions
underlying the same; (ii) a proposed marketing plan; and (iii) 0
proposed budget of Capital Expenditures (for this purpose,
inclusive of additions to and replacements of FFE). The materials
described in clo.uses (i) and (ii) above are herein collectively
referred to as the "Operating Budget", the budget referred to in
clause (iii) above is herein referred to as the "Capital Budget" and
the Operating Budget and Capital Budget are collectively referred
to as the "Annual Plan".

(2) TIle Annual Plan shall be prepared in accordance with Hyatt's
standard internal planning and budgeting procedures on Hyatt's
standard formats. Owner agrees that it shall promptly review all
Operating Budgets and Capital Budgets submitted to it, and Hyatt
agrees that it shall provide Owner with such additional and
supplemental information with respect thereto as shnll be
reasonably requested by Owner and which may be prepared or
compiled without unreasonable delay, expense or interruption of
normal operations.

(3) Promptly after submission of the Annual Plan, representatives of
Owner and Hyatt shall meet at the Hotel or at such other location
as may be mutually agreed and at a mutually convenient time to
discuss, and attempt in good faith to agree upon, the Annual Plan
as provided below.

(ii) Operating Budget.

(1) .All items of expenditure contained in the Operating Budget shall
be subject to approval of Owner, with the exception of the
following: (i) costs associated with contracts or arrangements
Hyatt has made on a chain-wide, regional or business-segment
basis in accordance with Hyatt's authority under the terms of this
Agreement, subject, in all cases, to the right of Owner to elect not
to participate in one or more Hyatt chain-wide contracts (other than
Mandatory Contracts, as described on Exhibit A hereto); (ii)
compensation levels to Hotel employees or under Hyatt chain-wide
or regional fringe benefit programs; (iii) room rates, menu or
banquet prices, group booking rates, and other such specific
pricing for the use of the Hotel and its facilities and amenities
which affect the estimate of Hotel revenues; provided, however,
that Owner shnll not be precluded from discussing these items
during budget preparation and review, and the estimated revenue
goals using these items shall be subject to Owner's approval; or
(iv) other expenditures required to be made under the express
provisions of this Agreement including, without Iimitation,
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expenditures for Management Fees, Allocable Chain Expense and
Hyatt System Costs (except to the extent Owner has opted out of
non-mandatory Hyatt System Services). Owner shall not withhold
its approval for any expenditures which are reasonably necessary,
in nature or amount, to enable the Hotel to continue operating in
accordance with the First-Class Hotel Standard.

(2) Subject to the foregoing, Hyatt shall take into consideration the
views and suggestions of Owner regarding all aspects of the
Operating Budget and both Owner and Hyatt shall attempt, in good
faith, to reach a mutually satisfactory agreement, and thereupon to
incorporate any such agreements into the Operating Budget. In
this connection, Owner shall have the right to suggest changes in
operating policies and in the proposed Operating Budget which it
considers reasonably necessary to achieve the objectives of near-
term and long-term maximization of Hotel profits, subject in all
respects to the First-Class Hotel Standard. To the extent Hyatt
disagrees with Owner's suggestions and comments, Hyatt shall
provide written explanations for its disagreements, Promptly
following the foregoing discussions and explanations, Hyatt shall
submit a revised Operating Budget for further comment and
discussion in the manner set forth above. Thereafter, the parties
shall continue to discuss the Operating Budget until such time ElS

both Hyatt and Owner shall have reached agreement on all items
comprising the Operating Budget for which Owner has approval
rights hereunder.

(3) Until such time as the parties have agreed on all line items of the
proposed Operating Budget for which Owner has approval rights
hereunder, Hyatt shall have the right to operate the Hotel in
accordance with an Operating Budget comprised of those line
items which do not require Owner approval hereunder, those line
items that have theretofore been agreed upon by Owner and Hyatt
and, only with respect to those line items not yet approved by
Owner (and for which Owner has approval rights hereunder), the
standards of operation and operating policies in effect during the
preceding calendar year (or, with respect to the Hotel's first Fiscal
Year, as proposed by Hyatt in connection with the opening of the
Hotel). Once the Operating Budget has been approved by Owner
and Hyatt, Hyatt agrees that it shall use commercially reasonable
efforts to operate the Hotel in a manner consistent with the
approved Operating Budget both as relates to estimates of dollar
amounts of expenditures, and the operating assumptions
underlying the same.
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(4) Notwithstanding anything to the contrary contained herein, Owner
and Hyatt both acknowledge that the forecasts of revenues and
estimated expenses contained in the Operating Budget represent
Hyatt's best estimate of the some for the following calendar year
and not in any way a guarantee of actual results. Actual revenues
and expenses can vary from forecasts and estimates for reasons
beyond the reasonable control of Hyatt including, without
limitation, the following: (a) the volume of business and the levels
of hotel occupancy; (b) the mix of business (that is, the relationship
of food and beverage revenues to other hotel related revenues and
the relationship of group business to individual travel business); (c)
prevailing wage rates and the effects of collective bargaining
agreements; (d) inflation; (e) utility rates, insurance premiums and
tax increases; (f) unanticipated and extraordinary repair and
maintenance expenses; (g) the need to meet competitive market
conditions; and (h) other similar causes. Owner acknowledges that
so long as Hyatt adheres to its covenant to use commercially
reasonable efforts to operate the Hotel in a manner consistent" with
the approved Operating Budget, Hyatt shall have no liability to
Owner, and shall not otherwise be deemed in Default hereunder, if
actual operating results vary from the Operating Budget.

(5) Monthly, during the Term, Hyatt will provide Owner with revised
cash flow forecasts for the remainder of the fiscal year and will
discuss the same with Owner, providing Owner with explanations,
as requested from time to time by Owner, of the reasons for any
departures from the approved Operating Budget, and discussing
measures for responding to such departures; provided, however, in
no event shall the need for any such cash flow revisions be deemed
an Event of Default by Hyatt hereunder.

(iii) Capitnl Budget Approval.

(1) All items of expenditure contained in the Capital Budget shall be
subject to Owner's approval (provided, however, Owner agrees
that it shall approve all Capital Budgets or relevant portions thereof
that are reasonably necessary in order to enable the Hotel to meet
the First-Class Hotel Standard). If Owner does not approve a
proposed Capital Budget, or any line items or specific Capital
Expenditure projects within a proposed Capital Budget, within
thirty (30) days after delivery of the same to Owner, then such
Capital Budget, or such line item(s) or Capital Expenditure
projects not specifically approved by Owner, as the case may be,
shall be deemed disapproved. In such event, Owner and Hyatt
shall meet and confer in good faith in an effort to reconcile
differences and reach consensus during the thirty (30) day period
thereafter.
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(2) If, by the end of the sixty (60) day period following Hyatt's
submission of the Capital Budget to Owner, Owner has yet to
approve a Capital Budget or a specific Capital Expenditure project,
or any portion thereof, Hyatt shall notify Owner in writing of any
Capital Expenditure(s) Hyatt deems necessary for the Hotel to
meet the First-Class Hotel Standard (collectively, the "Disputed
Capital Expenditures"). If Owner does not agree to include the
Disputed Capital Expenditures in the approved Capital Budget,or
as an approved Capital Expenditure project, within thirty (30) days
after delivery of Hyatt's notice, Hyatt shall have the right to submit
the issue of whether the Disputed Capital Expenditures are
necessary to enable the Hotel to meet the First-Class Hotel
Standard to arbitration as provided in Article XII. The arbitrator's
determination shall be final and binding on both Owner and Hyatt.

(3) Hyatt may nat incur Capital Expenditures that are in excess of
those required or permitted under the approved Capital Budget
except for the following: (i) expenditures for the replacement of or
additions to FFE (other than expenditures relating to Refurbishing
Programs) from funds then on deposit or to be deposited in the
Capital Fund which do not exceed Ten Thousand Dollars
($10,000) (subject to CPI adjustment) for any single expenditure,
or One Hundred Fifty Thousand Dollars ($150,000) (subject to CPI
adjustment) in the aggregate in any calendar year; and (ii)
expenditures, including Capital Expenditures, which Hyatt
reasonably deems necessary to minimize personal injury and
property damage in cases of casualty or other emergency, or which
Hyatt deems reasonably necessary in order to comply with
applicable Legal Requirements. U

6. Reimbursements. In addition to all other amounts required to be paid or reimbursed to
Hyatt under the Management Agreement, Owner shall pay to Hyatt (and Hyatt may
withdraw from the operating accounts) all Hyatt Systems Costs.

7. Tax on Reimbursements. There is hereby added a new Section 3.6 to the Management
Agreement as follows:

"Section 3.6. Tax on Reimbursements. In the event and whenever Hyatt
shall be subject to any tax, irrespective of its designntion (including a fee, charge
or ather imposition for the issuance of a license, permit or the privilege to conduct
a business or occupation), imposed, levied or assessed by any governmental
agency or instrumentality (other than income and corporate franchise taxes)
measured, in whole or in part, by reference to reimbursements to Hyatt directly
attributable to amounts paid under the Management Agreement for compensation.
employment taxes. fringe benefits, Allocable Chain Expense or Hyatt System
Costs, then Owner will indemnify and hold Hyatt harmless from and against any
and all liability for such tax or taxes to the extent so measured. Any payments
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made by Owner in this connectlon shall be paid from the operating accounts and
be deducted in computing Profit for the period incurred. At Owner's request,
Hyatt will resist, by appropriate proceedings, any liability for any tax which is the
subject of the foregoing indemnification, in which case all expenses (including,
without limitation, attorneys fees) incurred by Hyatt in resisting or defending
itself against such liability shall be deemed a Hotel expense payable from the
operating accounts."

8. Hyatt's Annual Management Fee. Effective as of the first day of the calendar month
next succeeding the completion of the Renovation Program, Section 4.2(b) shall be
deleted and the following inserted in lieu thereof:

"(b) For any fiscal year for which there is "Profit", Hyatt shall receive,
in addition to the Basic Fee, an Incentive Fee equal to twenty-five percent (25%)
of the amount, if any, by which Profit for such fiscal year exceeds ten percent
(10.0%) of Total Project Costs. If in any fiscal year, or port thereof, the amount
of Profit shall be a negative number or shall be less than ten percent (10.0%) of
Total Project Costs (or a prorated portion thereof for the 2005 fiscal year) the
amount of any such deficiency shall in no event reduce the amount of Basic Fee
otherwise payable during such fiscal year, or be carried back to any prior fiscal
year or forward to any subsequent fiscal year."

For the fiscal year in which the Renovation Program is completed, if completion occurs
on a date other than January 1 of such year, the amount of Incentive Fee for the period
from January 1 of such year to the effective date of the above amendment to Section
4.2(b) shall be calculated on the basis of the provisions of the Existing Agreement, and
for the period on and after the said effective date shall be calculated on the basis of the
above provisions set forth in this Amendment, except that, the amount equal to ten
percent (10.0%) of Total Project Costs shall be pro rated. on a per diem basis, for the
period after the said effective date and for the remainder of said fiscal year.

Until such time as the Renovation Program is completed, Section 4.2(b) of the Existing
Agreement shall continue in :full force and effect

9. Time and Manner of Payment. Effective ElS of the date on which the amendment to
Section 4.2(b) shall become effective, subsection (b) of Section 4.3 shall be deleted and
the following inserted in lieu thereof:

n(b) The tentative monthly installments on account of the Incentive Fee
shall be equal to twenty-five percent (25%) of the amount, if any, by which Profit
for the Cumulative Period exceeds ten percent (10.0%) of Total Project Costs
(prorated on a per diem basis for the Cumulative Period in question) less the
aggregate amount of the tentative monthly installments having theretofore .
become payable for such fiscal year on account of the Incentive Fee."
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For the fiscal year in which the Renovation Program is completed, if completion occurs
on a date adler than January 1 of such year, tentative monthly payments with respect to
the Incentive Fee for the period from January 1 of such year' to the said effective date,
shall be calculated on the basis currently set forth in the Existing Agreement, and for the
period after the said effective date shall be calculated on the basis of the provisions above
set forth with a per diem proration of the amount equal to ten percent (10.0%) of the
Total Project Costs for the period (and for each Cumulative Period) following the said
effective date.

For greater clarity, the paragraph following subsection (b) of Section 4.3, begirming with
the words "If, for any fiscal year, ... " shall not be deleted and shall remain in full force
and effect.

Until sucb time as the Renovation Program is completed, Section 4.3(b) of the Existing
Agreement shall continue in full force and effect

10. ''Profit'' Defined. The provisions of this Section 10 shall constitute on amendment to
Section 5.2 of the Existing Agreement, as the same has heretofore been amended, in the
following respects:

(a) Section 3 of the Third Amendment to the Existing Agreement is
hereby deleted and the following added in lieu thereof, effective as of the date
hereof:

"3. There shall be deducted in computing Profit, in addition to all other
deductions herein set forth, an amount equal to (i) all rental charges required to be
paid under the City Lease (without duplication, however, for any amounts
designated as rent under the City Lease, but otherwise deducted in computing
Profit), but not rent paid under the Operating Lease; and (ii) all capital
expenditures and, without duplication, all expenditures for the acquisition of FFE,
in excess of amounts available for the payment thereof in the Fund, excluding,
however, any of the foregoing accounted for as part of Total Project Costs."

(b) There shall be deducted, in computing Profit, in addition to all
other deductions herein set forth (but without duplication) an amount equal to the
Basic Fee, but not the Incentive Fee.

11. Waiver of Subrogation. Section 8 of the Existing Agreement is hereby amended by
inserting the following as a new Section 8.4:

"8,4 Waiver of Subrogation. Any policies of insurance maintained by
Owner or Hyatt with respect to the Hotel shall provide that the insurer's right of
subrogation shall be waived in favor of the party not providing the insurance."

12. Damage or Destruction.

(a) The last two sentences of Section 9.1 are hereby deleted.
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(b) The number of "Twenty-Five Thousand Dollars ($25,000)" appearing in Section
9.3 is hereby amended so as to read "Two Hundred Fifty Thousand Dollars
($250,000)".

13. Assilmment by Owner. The last sentence of Section 15.2 is hereby deleted, and the
following inserted in lieu thereof:

"Notwithstnnding such assumption by such assignee, Owner shall remain fully
liable hereunder for all liabilities and obligations (and only such liabilities and
obligations) of the Hotel arising, or relating to events occurring, prior to any sale
or conveyance of the Hotel or assignment of its interest in this Agreement, or
both, it being understood and agreed, however, Owner shall not be relieved of any
liability in connection with any hypothecation of the Hotel, or any assignment of
its interest in this Agreement "in connection with any such hypothecation, until a
subsequent sale of the Hotel by either the lender and assumption of this
Agreement by the lender or a subsequent purchaser."

14. Approvals. The last sentence of Section 17 is hereby amended, and as so amended shall
rend as follows:

"If such other party shall not respond positively in writing to such notice within
twenty (20) days after receipt thereof, such other party shall be deemed to have
disapproved the matter referred to in such notice."

15. Improvements. Owner and Hyatt acknowledge that the improvements required by
Section 4 of the Third Amendment to Management Agreement have not as yet been
completed. Hyatt hereby agrees that Owner shall have twenty-four (24) months
following the date hereof in which to complete the Improvements, subject, however, to
delays resulting from one or more Force Majeure Causes. Failure to complete the
improvements within the aforesaid twenty-four (24) month period shall constitute an
event of default by Owner under the Management Agreement.

16. Liquor License. For greater clarity, it is understood and agreed befween Hyatt and
Owner that the liquor license or licenses for the Hotel shall be held in the name of Hyatt,
or its designee, during the term of the"Management Agreement. Owner shall cooperate,
in all respects, with Hyatt, in connection with the application or renewal of all liquor
licenses, and Hyatt shall, at the request of Owner, either surrender or transfer the liquor
licensees) for the Hotel upon expiration or earlier termination of the Management
Agreement,

17. Estoppel Certificates.

(a) On request from time to time, Hyatt shall execute and deliver to Owner or any
Lender or Ground Lessor, within thirty (30) days following Hyatt's receipt of
written request therefor, a certificate: (i) certifying that the Management
Agreement has not been modified and is in full force and effect (or, if there have
been modifications, that the same is in full force and effect as modified and
specifying the modifications); (ii) stating whether, to the actual knowledge of the
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general manager and controller of the Hotel, any default by Owner exists, and if
so, specifying each default of which the general manager or controller may have
knowledge and that said persons know of no act, event or omission that, with the
giving of notice or the passage of time, or both, could become a default by
Owner; and (iii) providing any additional information reasonably requested by
Owner or a Lender or lessor under the City Lease; provided, however, that in no
event shall Hyatt be required to agree to any waivers with respect to the
Management Agreement or other agreements in effect between the parties. On
similar notice, Hyatt shall be entitled to a similar certificate from Owner.

(b) Owner and Hyatt hereby acknowledge and agree that, except for the incomplete
"Projects" as described in Section 4 of the Third Amendment to Management
Agreement whicb comprises part of the Existing Agreement, as of the date hereof,
neither party has any actual knowledge of the occurrence of any event or
circumstance which constitutes, or with notice or the passage of time, or both,
would constitute, a default or event of default under the Management Agreement.

18. Insurance. Section 8 of the Existing Agreement is hereby amended in the following
respects:

(a) Sections 8.1(a)(3) and 8.l(a)(4) are hereby deleted.

(b) Section 8.1(a)(5) is hereby amended, and as so amended shall read as follows:

"(5) With respect to the Hotel building and its contents, replacement
costs coverage against Joss or damage against "all risk" perils including boiler and
machinery explosion, earthquake and flood in such amount as Owner determines
is economically reasonable from time to time.

(c) The existing Section 8.l(b) is hereby re-designated as Section 8.ICc) and the
following inserted as a new Section 8.1(b):

"(b) Hyatt shall maintain, at 1111times during the Term, the following
insurance respecting the Hotel with responsible companies licensed to do business
in California.

(1) Worker's compensation insurance, in the name of Hyatt
covering all of Hyatt's employees at the Hotel, to include employer's liability, in
the amount of Five Hundred Thousand Dollars ($500,000), but in no event less
than the statutory amount as required under applicable provisions of law but
subject (to the extent applicable) to the self-insurance provisions referred to in
Exhibit A hereto.

(2) Crime insurance, in amounts not less than Five Million
Dollars ($5,000,000), in the name of Hyatt including (i) employee dishonesty
coverage, covering Hyatt's employees in job classifications normally bonded or
insured in adler hotels leased or managed by Hyatt or as otherwise required by
law, (ii) loss inside the premises coverage, (iii) loss outside the premises
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coverage, (iv) money orders and counterfeit paper currency coverage, and (v)
depositor's forgery coverage, covering computer fraud."

(d) Insurance coverage referred to in Section 8.1(a)(1) and 8.1(a)(2) shall in no event
be less than the amount and scope of coverage generally maintained by Hyatt,
from time to time at other hotels leased or managed by Hyatt. Subject to
compliance with the preceding sentence, Owner has informed Hyatt that it intends
to maintain commercial general liability insurance, including umbrella coverage,
with a combined annual aggregate limit of not less than One Hundred Million
Dollars ($100,000,000) per occurrence and location including at least the
following (i) contractual liability; (ii) products and completed operations; (iii)
innkeeper's liability insurance; and (iv) garage keeper's legal liability. All of the
foregoing coverages shall be primary to any other insurance carried by Hyatt, and
shall apply against claims for bodily injury or death, personal injury and property
damage occurring on, in or about the Hotel and Hotel garage, and on, in or about
the adjoining streets or passage-ways thereof or other areas under this Agreement.

(e) Any insurance maintained by Owner pursuant to Section 8.1(a)(v) shall include
coverage in an amount equal to one-year's Annual Management Fees, the amount
thereof, upon and subject to receipt thereof, to be paid to Hyatt Ils compensation
for Annual Management Fees lost as a result of any casualty or other event as to
which said insurance provides coverage.

(f) Premiums for all insurance maintained by either Owner or Hyatt as above set
forth with respect to the Hotel shall be deemed Hotel expeoses and deducted in
computing Profit

(g) To the extent reasonably obtainable, all policies of insurance required to be
obtained under Section 8 shall' have attached thereto an endorsement that such
policy shall not be cancelled or materially changed without at least thirty (30)
days prior notice to Owner, Hyatt, the lenders or any additional insureds.

(11) All policies of insurance shall name Owner, Landlord, Hyatt, any Hotel lenders,
Kennedy Associares Real Estate Counsel, Inc., and the City of San Diego Ils

additional insureds as their respective interests may appear.

(i) The pnrty procuring such insurance shall deliver to the other parties and all named
insureds certificates of insurance with respect to all policies so provided,
including existing additional and renewal policies and, in the case of insurance
about to expire, shall deliver certificates of insurance with respect to the renewal
policies on or prior to the respective dates of expiration.

19. Title Warranties. Hyatt acknowledges that Owner is not the owner of the fee simple
title to the land or the buildings, nor is Owner the lessee under the City Lease.
Accordingly, nothing in Section 7.5 shall be deemed a representation or warranty by
Owner as to the condition of title to the Hotel or of any title exceptions or encumbrances
with respect thereto, Notwithstanding the foregoing, Owner represents, warrants and
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covenants that, during the Term, Owner shall have an interest in all of the assets and
property comprising the Hotel, whether arising under the Operating Lease or otherwise,
sufficient in all respects to enable Owner lawfully, and as a matter of right, to designate
and appoint Hyatt as managing agent for the operation and management of the Hotel as
contemplated by, and in accordance with the terms and provisions of, the Management
Agreement

20. Attorneys Fees. If any actions or proceedings, including arbitration proceedings, are
instituted by either party to enforce any of the provisions of the Management Agreement,
the party prevailing in any such proceedings shall. in addition to any other amounts or
relief to which it may be entitled. also be entitled to reimbursement of its reasonable legal
fees and expenses incurred in connection with any such proceedings.

21. Employment Discrimination. There is hereby added as a new paragraph to Section 6.2
of the Existing Agreement, the following:

"During the Term of the Management Agreement. Hyatt shall implement
measures, and establish and maintain policies, intended to avoid discrimination
against any employee or applicant for employment because of race, religion,
color. national origin, ancestry. physical handicap, medical condition. marital
status, age (over 40) or sex. Hyatt shall use corrunercially reasonable efforts to
assure that the evaluation and treatment of all Hotel employees and applicants for
employment at the Hotel are free of such discrimination. Hyatt agrees that it will
also implement measures, and establish and maintain policies, intended to comply
with the provisions of the California Fair Employment and Housing Act (Section
12900 et. seq. of the California Government Code) and the applicable regulations
promulgated thereunder (California Code of Regulations, Title 2, Section 560)."

22. Notices. Section 16 of the EXisting Agreement is hereby deleted and the following is
inserted in lieu thereof:

"Section 16. Notices. All notices or other communications hereunder
shall be in writing and shall be deemed duly delivered (i) upon personal delivery
thereof to, and actual receipt by, the other party; (ii) upon electronic facsimile
transmission to the other party, at its fox number as set forth below, provided such
delivery is followed by an original of the notice delivered to the ocher party by
overnight delivery or United States postal service delivery and provided the
facsimile copy sent by the sender provides an automatic notation conflrming the
delivery thereof; (iii) on the next business day following delivery by the sender to
a recognized and reliable air freight delivery service; or (iv) three (3) business
days following deposit in the United States mails. Selection of the method of
delivery shall be at the election and risk of the party sending the notice. All
notices delivered hereunder shall be pre-paid by the sending party and shan be
addressed to the parties ns follows:
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If to Owner: cIa Kennedy Associates Real Estate Counsel, Inc.
1215 Fourth Avenue, Suite 2400
Seattle, Washington 98161

Attention: Jeua Thornton

Fax No.: 206.624.8515

With a copy to: McNau! Ebel Nawrot & Helgren PLLC
600 University Avenue, Suite 2700
Seattle, Washington 98101

Attention: MW1: Winters

Fax No.: 206.624.5128

Ift? Hyatt: Hyatt Center
71 South Wacker Drive
12lh Floor
Chicago, Illinois 60606

Attention: General Counsel

Fax No.: 312.780.5284

Either party hereto shall have the right to change its address for notice or its fox
number, or the identity of Persons (not more ilion two (2) in number) entitled to
receive copies of any such notices, by delivery in the manner hereinabove
provided of an appropriate notice to the other party setting forth the new address
or the new fax number, or the identity of the additional or replacement Persons
entitled to receive copies, or anyone or more thereof."

23. Counterparts. This Amendment may be executed in one or more counterparts each of
which shall be deemed an original and each of which, when executed and delivered by all
parties, shall constitute one and the same instrument notwithstanding that all parties are
not signatory to the same counterpart

24., .Indemnification. There is hereby added as a new Section 21 to the Management
Agreement the following:

"21. Indemnification.

(a) Indemnification of HyatL To the extent Hyatt shall not be fully
cornpeused by insurance, Owner hereby agrees that it will indemnify, defend and
hold Hyatt (and its officers, directors, shareholders, agents, employees and
Affiliates) free and hnnnless of and from any and all damages, liability, cost,
claim or expense, including, without limitation, reasonable attorneys fees and
expenses, arising out of or in any way related to the Hotel or to the performance
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by Hyatt of its duties hereunder, other than any such damages, liabilities, costs,
claims or expenses which arise out of or are attributable to Hyatt's grossly
negligent or willful acts or breach of the Management Agreement (other than the
provisions of Section 6.2 as to which the standard shall be Hyatt's grossly
negligent or willful acts); provided, however, Owner shall have no liability
hereunder to the extent Hyatt is reimbursed for its loss from the proceeds of
insurance maintained in accordance with the provisions of the Management
Agreement, and, with respect to such coverage, Hyatt agrees that it will, in good
faith, pursue its available insurance recoveries prior to making demand on Owner
for indemnity. Amounts paid by Owner in fulfillment of its indemnification
obligations under this Section 21(a) shall constitute Hotel expenses and shall be
deducted in computing Profit for the Fiscal Year in which incurred. Without in
any way limiting the generality of the foregoing, upon expiration or earlier
termination of this Agreement, Owner will indemnify, defend and hold Hyatt (and
its officers, directors, shareholders, employees arid Affiliates) free and harmless
of, from and against, liabilities, loss, cost, damage, claim or expense arising out of
or relating to (i) union contracts entered into or assumed by Hyatt in accordance
with the Management Agreement during the Term with respect to events
occurring after the date of any such expiration or earlier termination; (ii) booking
contracts entered into by Hyatt pursuant to its authority under the Management
Agreement which relate to Hotel use after the termination or expiration of the
Management Agreement; (iii) events arising or matters occurring after the
expiration or termination of the Management Agreement; or (iv) U,S. Worker
Adjustment and Retraining Notification Act, or state or local laws of similar
import (''WARN'') if Hyatt bas not had notice of any early termination prior
thereto for a period of at least ten (10) days plus the applicable period of notice
under WARN; or (v) to any of the provisions of the Employee Retirement Income
Security Act of 1974, the Multi-Employer Pension Plan Amendments Act of 1980
(''l.VIEPPA''), as amended, with respect to any withdrawal liability (as described
in Section 4201 of MEPPA) incurred in connection with the discontinuance of
contributions to any Multi-Employer Pension Plan to which Hyatt may malce
contributions on behalf of persons employed at the Hotel but only to the extent
such withdrawal liability is attributable to benefits accrued by employees of Hyatt
in respect of services performed at the Hotel.

(b) Indemnification of Owner. To 111e, extent Owner shall not be fully
compensed by insurance, Hyatt hereby agrees that it will indemnify, defend and
hold Owner (its partners, and their respective partners, shareholders, officers,
directors, agents, employees and Affiliates) free and harmless of and [TOmany
and all damages, liabilities, costs, claims or expenses, including, without
limitation, attorneys fees and expenses arising out of or in any way relating to (i)
Hyatt's operations, business or conduct other than in connection with the
performance of its duties hereunder; (ii) Hyatt's grossly negligent or willful acts;
or (iii) the breach of this Agreement by Hyatt (other than Section 6.2 as to which
the standard shall be Hyatt's grossly negligent or willful acts); provided, however,
Hyatt shall have no liability hereunder to the extent Owner is reimbursed for its
loss [TOm the proceeds of insurance, and, with respect to such coverage, Owner
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agrees that it will, in good faith, pursue its available insurance recoveries prior to
making demand on Hyatt for indemnity. Amounts paid by Hyatt in fulfillment of
its indemnification obligations under this Section 21(b), shall not be deemed an
expense of the operation of the Hotel and shall not be deducted in computing
Profit, it being understood and agreed that such amounts shall be borne and paid
for solely by Hyatt"

25. City Lease. Section 7.7 of the Management Agreement is hereby deleted and the
following inserted in lieu thereof:

"7.7 Matters Pertaining to City Lease. Owner hereby represents and
warrants that the City Lease has been executed and delivered by and on behalf of
the parties thereto, and that the copy of the City Lease delivered to Hyatt is a true,
accurate and complete copy thereof. Owner also represents and warrants that
while Owner is not the Lessee under the City Lease, it has covenanted and agreed
with the Lessee, which is an Affiliate of Owner, to, comply with all of the
covenants of the City Lease. Hyatt hereby acknowledges that it has received a
copy of the City Lease and has reviewed the same. Hyatt further covenants and
agrees, with respect to the City Lease, as follows:

(a) Hyatt will familiarize itself with the provisions of the City Lease, use
reasonable efforts (to the extent within the control of Hyatt in its capacity
as manager of the Hotel, and consistent with the authority of Hyatt under
the Management Agreement) to comply with those provisions of the City
Lease which direclly relate to the management and operation of the Hotel,
and will not knowingly or intentionally take any action which would cause
Owner or the Lessee to be in default of its obligations under the City
Lease, all subject, however, to the following provisions of this Section 7.7,
to the limitations on Hyatt's liabilities and obligations !IS herein set forth,
and to the provisions herein contained relating to indemnification by or of
Hyatt. In case of any conflict between the provisions of the Management
Agreement and the provisions of. the City Lease, the Management
Agreement shall prevail. ' '

(b) With respect to Section 1.6 of the City Lease, Hyatt agrees that the Hotel
shall remain open seven (7) days per week, and twenty-four (24) hours per
day, recognizing, however, that all facilities or amenities of the Hotel may
not be open at nil times during the day or during all seasons of the year.
The foregoing shall be subject to Force Majeure Causes, and to
maintenance or refurbishment programs. In all events, Hyatt's policies
with respect to operational hours of the Hotel, and its facilities and
amenities, shall be consistent with past practices. In addition, with respect
to food service operations, Hyatt shall endeavor to cause the Hotel to
qualify for the "An Card as required by Section 1.6 of the City Lease.
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(c) With respect to Section 3.1 of the City Lease, Hyatt agrees that it shall not
make any changes in the use of the Hotel from past practices and will, in
all events, comply with the provisions of the second sentence of Section
3.1 (recognizing that actions of guests, patrons and tenants are beyond the
reasonable control of Hyatt).

(d) With respect to Section 3.3 of the City Lease, itIs acknowledged that
Hyatt's management and operation of the Hotel in conformity with the
First-Class Hotel Standard shall, as between Owner and Hyatt, constitute
competent management for purposes of Section 3.3 of the Lease.

(e) On any policies of insurance maintained by Hyatt with respect to the
Hotel, including, without limitation, any chain-wide policies of insurance
in which Owner elects to participate, the City of San Diego shall be
included as an additional insured as required by Section 7.2(b)(1) of the
City Lease.

(f) Subject La applicable privacy policies anti regulations, Hyatt will, in those
cases where it has actual knowledge, prepare incident reports as
contemplated by Section 7.2(b)(3) of the City Lease and submit the same
to Owner. Owner acknowledges, however, that in the ordinary and usual
course of business, Hyatt's usual policy is to prepare such reports only
periodically, and only for matters which, in the reasonable opinion of the
general manager of the Hotel, represent material matters.

(g) Hyatt will endeavor to provide Owner with timely notice of any material
damage to the Hotel including damage caused by fire or other casualty.

(h) The parties agree that compliance by Hyatt with the provisions of Section
7.6 of the Management Agreement shall constitute compliance, as
between Owner and Hyatt, with the obligations under Section 8.8 of the
City Lease.

(i) Hyatt agrees that it will comply with the restrictions and covenants
regarding signs set forth in Section 8.9 of the City Lease with the
understanding that any signs, flags. pennants, posters and other similar
items currently in place on or about the Hotel shall be deemed authorized
and may continue in effect until such time as the City of San Diego may
otherwise require. Hyatt further agrees that it shall remove all such items
whose removal is demanded by the City of San Diego as provided in
Section 8.9.

U) Provisions regarding environmental issues are part of Hyatt's obligations
to comply with legal requirements under Section 6.2. If Hyatt, during the
course of its management and opemtion of the Hotel, becomes aware of
the presence of the release of any hazardous or toxic substances in or
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about the Hotel of a significant nature it will report the same to Owner
with such details as may be then known to Hyatt.

(k) The parties acknowledge that compliance by Hyatt with the provisions of
Section 6.2 of the Management Agreement shall constitute compliance, as
between Owner and Hyatt, with the provisions of Sections 9.1, 9.3 and
9.8(a) of the City Lease.

(I) With respect to Sections 9.4 and 9.S of the City Lease, to the extent said
section requires compliance with laws and ordinances, the parties agree
that compliance by Hyatt with the provisions of Section 6.2 of the
Management Agreement shall constitute compliance, as between Owner
and Hyatt, with said provisions. In addition, Hyatt agrees to use
commercially reasonable efforts in good faith to comply with all other
requirements of Section 9.4 and 9.5 of the City Lease to the extent
compliance is within the control of Hyatt.

(m) With respect to Section 9.6 of the City Lease, Hyatt agrees that it will not
knowingly violate the provisions of said Section 9.6.

(n) With respect to Section 9.7 of the City Lease, Hyatt agrees that it will
publish the statements, and conduct the programs, and otherwise use
commercially reasonable efforts, intended to comply with the provisions
of said Section 9.7 of the City Lease.

(0) With respect to Section 9.9 of the City Lease, Hyatt agrees that it will
continue, in accordance with past practices, its monitoring and compliance
with water quality standards and practices to the extent related to Hotel
operations. but, to the extent capital expenditures are required, the
expenditure thereof shall be subject to the provisions of this Agreement
regarding Capital Budgets."

26. Disabled Veterans Business Enterprises. There is hereby added, as a new Section 7.8
to the Management Agreement, the following:

"7.8 Disabled Veterans Business Entemrises fDVBE). Owner is an
Affiliate of the California Public Employees Retirement System, an
instrumentality of the State of California. Owner has provided to Hyatt a "DVBE
Resource Packet" issued by the State of California setting forth certain guidelines
to be referenced by parties contracting on behalf of California state
instrumentalities. Hyatt recognizes the importance given by the State of
California to patronizing, to the extent feasible, DVBEs. Accordingly, Hyatt
hereby agrees that, in connection with any contracts, purchase orders or other
acquisition of goods or services for the Hotel which, in accordance with the
provisions of Section 7.9, either require competitive bidding or which Hyatt elects
to submit to n competitive bidding process. it shall consider, in awarding such
contract, whether or not any of the proposed bidders are certified as DVBEs in the
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State of California, and will, so long as quality, service and reliability can be
satisfied in Hyatt's reasonable judgment, use good faith efforts to implement the
intention of the State of California as expressed in. the DVBE policy, and not
deliberately or intentionally disregard the requirements of the policy.
Notwithstanding the foregoing, failure by Hyatt to adhere to the DVBE policy,
whether in the judgment of Owner or any other agency of the State of California,
will not constitute a default or event of default by Hyatt hereunder, but Hyatt
acknowledges that its failure to do so will affect possible extension of the
Management Agreement, or future contracts between Hyatt and any agencies or
instrumentalities of the State of California."

27. Competitive Bidding. There is hereby added as a new Section 7.9 to the Manngernent
Agreement the following:

"7.9 Responsible Contractor Proaram, Owner has further provided to
Hyatt a copy of the Califomia Public Employees Retirement System Responsible
Contractor Program. Consistent with such policy, Hyatt hereby agrees. that;
except for "Excluded Contracts" (as hereinafter defined) Hyatt will endeavor to ,
seek competitive bidding on any contracts in which the value of such contract
(that is, the amount to be paid by or on behalf of the Hotel with respect thereto).
in the reasonable estimate of Hyatt, can be expected to exceed Fifty Thousand
Dollars ($50,000) in any Fiscal Year. For purposes hereof, ''Excluded
Contracts" shall mean any of (I) contracts entered into by Hyatt, on a chain-wide.
regional or business segment basis, applicable to various other hotels in the Hyatt
chain of hotels, and which Hyatt is either required to, or elects, co implement at
the Hotel in accordance with standard Hyatt policies and practices in the
management and operation of its hotels; (ii) collective bargaining agreements; (iii)
contracts or agreements for employment of individuals as employees of the Hotel,
whether on an at will basis or otherwise; (iv) contracts for goods or services in
which, to tile best knowledge of Hyatt, there is only one supplier who can meet
required specifications, delivery schedules and performance reliability standards;
and (v) contracts required in response to emergency situations. Whenever Hyatt
is required to, or otherwise does, seek competitive bids it will adopt policies and
procedures which are commercially reasonable under the circumstances in
relation La the nature of the goods or services to be procured and Hyatt's
obligation to operate in a businesslike and efficient manner, Subject to the
foregoing, Hyatt will use good faith efforts to comply with the competitive
bidding procedures of the Responsible Contractor Program policy, and will not
deliberately or intentionally disregard the requirements of the policy."
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IN WITNESS WHEREOF, the parties hereto have caused this instrument to be duly
executed on their behnlf as of the day and year first above written.

KENCAL OPERATING LLC, a California
limited liability company

By: FST HR.! LLC, member and manager

By: MTM Management, L.L.C., member
andman~~ .

By: ~
N.ame: \~61~~J!;:'~
Title: _~ ~~

. ~ , HYATT CORPORATION, a Delaware

\~~ c~
. B. /...t.::.£=-- _

. SVP-Finance & Treasurer
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FWfH AMENDMENT
TO

MANAGEMENTAGREE~ffiNT

rms FIFTH AMENDMENT TO MANAGEMENT AGREEMENT (this
"Amendment") is dated as of September Jle, 2007, by and between KENCAL
OPERATING LLC, a California limited liability company ("Owner") and HYATT
CORPORATION, a Delaware corporation (''Hyatt'').

BACKGROUND

A. California Hyatt Corporation and Islandia Associates, Ltd. executed that
certain Management Agreement dated August 10, 1976 that was subsequently amended
by the Amendment to Management Agreement dated June 29, 1978, letter agreement
dated November 24, 1980, letter agreement dated August 8, 1983, the Second
Amendment to Management Agreement dated as of November 17, 1989, the letter
agreement dated June 6,2002, the Third Amendment to Management Agreement dated as
of August 27, 2002, the Assignment and Assumption of Management Agreement
between Islandia Associates, Ltd. and Owner dated January 6, 2006 pursuant to which
Islandia Associates, Ltd.'s interest was assigned to Owner, and Owner and Hyatt
subsequently executed that certain Fourth Amendment to Management Agreement dated
as of January 6, 2006 (collectively, the "Existing Management Agreement"). The
Existing Management Agreement, as amended by this Amendment shall be referred to
herein as the "Management Agreement".

B. Simultaneously herewith and as of the date hereof, Hyatt and Owner will
be entering into a Sixth Amendment to the Existing Management (the "6th Amendment")
regarding Hyatt's management of a certain "Marina Facilities" as defined therein.

C. Owner leases the Hotel pursuant to that certain Operating Lease between
KenCal Ownership LLC, as landlord, and Owner, as tenant dated January 6, 2006, and in
connection therewith, KenCal Ownership LLC, Owner and Hyatt entered into that certain
Landlord, Tenant and Manager Non-disturbance and Attornment Agreement dated June
6,2006.

D. Owner and Hyatt have agreed to further amend the Existing Management
Agreement to reflect certain additional revisions to the Existing Management Agreement,
all on the terms and conditions contained herein.

AGREEMENT

NOW, THEREFORE, it is hereby agreed, by and between the parties hereto as follows:

1. Recitals. The foregoing recitals are intended to be a material part of this
Amendment and are incorporated herein by this reference. Unless otherwise provided
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herein, all terms used in this Amendment that are defined in the Existing Management
Agreement shall have the meanings provided in the Existing Management Agreement.

2. Renovation Prozram. The parties acknowledge that the Renovation
Program as described on Exhibit B to the Fourth Amendment to Management Agreement
shall be supplemented by the additional renovations described on Exhibit A attached
hereto and made a part hereof.

3. Acknowledgments and Amendments Regarding Re-naming of Hotel. The
parties acknowledge that the re-naming of the Hotel to "Hyatt Regency Mission Bay Spa
and Marina" was effective as of July 3,2007. In connection therewith, as of July 3,2007,
the Management Agreement is amended to reflect the new name of the Hotel.

4. _"Profit" Defined. Section 10 (b) of the Fourth Amendment to the
Existing Management Agreement (amending Section 5.2 of the Existing Management
Agreement) shall be deleted and replaced by the following:

"(b) From and after the completion of the Renovation Program, there shall be
deducted, in computing Profit, in addition to all other deductions herein set forth (but
without duplication) an amount equal to the Basic Fee, but not the Incentive Fee."

For clarity, at no time shall the Basic Fee be deducted from Profit twice, whether
by deduction or in the form of hurdle amount. Further, for clarity, in no event shall the
Marina and Sports Fishing Facility Fee (as defined in the 6th Amendment) be deducted
from Profit or in any way affect the calculation of the Incentive Fee.

5. Ratification. The Management Agreement as modified by this
Amendment is ratified and affirmed by Owner and Hyatt. If there is a conflict between
the terms of the Management Agreement and this Amendment, then the terms of this
Amendment control.

6. Authority. Hyatt and Owner hereby covenant and warrant that they
have full right and authority to enter into this Amendment.

7. Successors. This Amendment shall be binding upon, and shall inure to the
benefit of, the parties hereto and their respective successors and assigns.

8. Counterparts. This Amendment may be executed in counterparts and each
such counterpart shall be an original and all of which together shall constitute a single
Amendment.

[Signature page follows]
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IN WITNESS WHEREOF, the parties hereto have caused this instrument to be duly
executed on their behalf as of the day and year first written above .

KEN CAL OPERATING LLC
A California limited liability company

...--..""CAL OPERATING LLC, a
Califo . limited liability company

By: agernent, L.L.C.,
anager

By: FST HRI LLC,
A Washington limited liability company

By:

By: Allegis, LLC
A Washington limited liability company
Member and Manager

r:

By: ~~
.Name: '/i;"e,.,;-, 7" h'>e

Its: C-F 0

By: ."".,~-
Name: ~.,...,.,:__
Its: ~~

HYATT CORPORATION, a Delaware
corporation

Name:----I.:-'kl~~{J-_7:¥:L...------
Its:_--\L--=-_~=-- _
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Exhibit A

Renovation Program
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" HYATI REGENCY ISLANDIA IMPROVEMENTS

DESCRIPTION OF IMPROVEMENTS

• Guestrooms - All guestrooms will undergo complete renovation, including the installation of all new FF&E,
refrigerators, safes, soft goods including new beds, bedding, and draperies. Replacement of guestroom sliding
glass doors of the west facing rooms in Tower and Garden bUilding guestrooms. Replacement of all guest-
room doors in the Tower. All of the bathrooms in the Tower and Marina will be completely updated with new
fixtures, flooring, and wall coverings. Since the Garden bathrooms recently were upgraded with new counters,
flooring, and wall liIe, these bathrooms will be upgraded with some new lighting. The fitness center will be
converted to guestrooms, the Cabana suite will be converted to two guestrooms and three of the conference
suites on the second floor of the tower will be converted to single guestrooms. The total key count will in-
crease by eight (8).

• Public Areas - The Main Lobby will receive a complete makeover, including new wall coverings, millwork, new
flooring, furnishings, lighting, front desk and windows, The Main Lobby's coffee kiosk will be deleted and an
elevator will be added for ADA access to the second floor. The lobby will also receive a new feature wall with
two fire places and art. The Tower Lobby will be completely updated with new furnishings, lighting, wall cover-
ing, doors and frames, and a new ceiling. The meeting space in the Garden and Tower buildings will receive
new carpeting, draperies, wall coverings, ceilings, lighting and AV. The tower restrooms will be upgraded with
new finishes and ADA bathrooms will be added. The existing three meal restaurant will be converted to pool
bar and spa. The pool bar windows will be replaced to bi-fold doors that open out to the pool. The focal point
of the bar will be a new cylindrical fish tank. The pool restrooms will be significantly upgraded and expanded
for the new courtyard pools.

• Entry - The entrance to the Hotel Is poorly marked and not in keeping with that of a 4-Star hotel. This area will
be enhanced via improved signage, driveway, landscaping, and a new Porte Cochere.

• Landscape/Hardscape - The entire courtyard will be re-Iandscaped to create a pool experience befitting a
destination resort. The new experience will include an adult pool, a Jacuzzi, a kid's pool with zero edge entry
and water slides with pool. Between the new pools will be an 'island bar' where adults can watch their kids.
frolic in the water while they enjoy a cool beverage. The pool decking will be maximized for lounge chairs and
cabanas. The small function area outside the conference center will be expanded to accommodate weddings
and meeting break out space. The landscaping will include a lawn for function space with multi-purpose ca-
banas. Outside the bar will be a sandy beach and a fire place. Connecting the Grille restaurant to the court-
yard will be a new bridge. The courtyard will also feature wood cabanas for day rent, events and spa treat-
ments. The Marina Building will be landscaped to screen the parking underneath the building; the loading
dock area will be screened with new landscaping. The Property will receive all new lighting and fencing
through out and upgraded irrigation and softscape.

• Restaurant -The interior and exterior of the Grille restaurant will be renovated including a new comm unity
table with fireplace, new skylights, new bar and a new deck. The main kitchen will be renovated to accommo-
date the new menu.

• Spa and Fitness Areas -The existing fitness areas will be converted into guestrooms. A new spa will be lo-
cated under the tower in the current restaurantlbar. The spa will feature a large fish tank at the entry, a relaxa-
tion room, men's and women's locker rooms with lockers, showers and steam rooms. One of the five new
treatment rooms will be a wet room. Treatments will also be provided in the five outdoor cabanas in the court-
yard and the adjacent zen garden. The fitness center will be located in the top floor of the Marlin Club building
with ali new fitness equipment.
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HYATT REGENCY ISLANDIA

• Back of House - The main kitchen will be upgraded to accommodate the new restaurant menu ..

• ADA Retrofitting - Guestrooms, corridors, and public areas will be renovated to comply with ADA guidelines
and the California Uniform Building Code.

• Fire and Life-Safety Upgrades - The fire alarm system will be upgraded and sprinklers will be added to the
Garden Buildings.

• Mechanical - Mechanical equipment will be anchored to resist earthquake loads, drain piping in the Tower will
be replaced. The Tower and Garden Buildings guestroom fan coil units and thermostats will be replaced dur-
ing the room renovation.

• Parking - Lighting will be Improved throughout the garage, and any damaged concrete will be repaired. The
surface parking will be re-striped and resurfaced.

• Building Envelopes - The Garden Buildings and Marina building will be painted. The Garden BUilding decks
will be replaced with wood decking, access stairs and hand rails. The Tower entry, Marina entry and courtyard
entry of the main lobby will be enhanced with a new wood trellis. The roof of the Islandia BUilding and gutters
of the Garden building will be repaired. The Tower roof will be replaced. The electrical bUilding will receive a
new roof and new siding. Damaged walkway tiles in the Marina Building will be replaced.

• Asbestos Abatement - All asbestos in the Tower ceilings will be abated during the renovation. We have con-
ducted thorough testing and it has been concluded that the Tower have minor levels of asbestos in the ceiling.
All abatement efforts will be completed In compliance with federal regulations.

• Signage - The hotel's signage will be completely upgraded with new exterior and interior signs.

• Tower Balconies - There Is some spalling/deterioration on a number of the Tower room balconies.
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SIXTH AMENDMENT
TO

MANAGEMENT AGREEMENT

TIDS SIXTH AMENDMENT TO MANAGEMENT AGREEMENT (this
"Amendment") is dated as of September .;>~, 2007, by and between KENCAL
OPERATING LLC, a California limited liability company ("Owner") and HYATT
CORPORATION, a Delaware corporation (''Hyatt'').

BACKGROUND

A. California Hyatt Corporation and Islandia Associates, Ltd. executed that
certain Management Agreement dated August 10, 1976 that was subsequently amended
by the Amendment to Management Agreement dated June 29, 1978, letter agreement
dated November 24, 1980, letter agreement dated August 8, 1983, the Second
Amendment to Management Agreement dated as of November 17, 1989, the Second
Amendment to Management Agreement dated as of November 17,1989" the letter dated
June 6, 2002, the Third Amendment to Management Agreement dated as of August 27,
2002, the Assignment and Assumption of Management Agreement between Islandia
Associates, Ltd. and Owner dated January 6,2006 pursuant to which Islandia Associates,
Ltd.'s interest was assigned to Owner, and Owner and Hyatt subsequently executed that
certain Fourth Amendment to Management Agreement dated as of January 6, 2006
(collectively, the "Existing Management Agreement").

B. Owner leases the Hotel pursuant to that certain Operating Lease between
KenCal Ownership LLC, as landlord, and Owner, as tenant dated January 6, 2006, and in
connection therewith, KenCaI Ownership LLC, Owner and Hyatt entered into that certain
Landlord, Tenant and Manager Non-disturbance and Attornment Agreement dated June
6,2006.

C. Owner leases the Marina Site upon which the Existing Marina
Improvements including the 186 slip marina (the "Marina") and the sport fishing facility
doing business as Islandia Sportfishing (the "Sport Fishing Facility") each located at
1441 Quivira Road and 1551 West Mission Bay Drive, respectively, San Diego,
California. The parties acknowledge that the Marina Site will include a store that will
include the sale of Einstein Bros Bagel food and products (the "Store") to be opened in
the future at the Marina Site as depicted on Exhibit A attached hereto and made a part
hereof. The Marina, Sport Fishing Facility, and the Store operated by Hyatt at the Marina
Site shall collectively be referred to as the "Marina Facilities".

D. The Marina Facilities are currently managed by Marina Bay Management,
LLC, a California limited liability company ("Current Operator") pursuant to a
management agreement which Owner may terminate upon thirty (30) days prior written
notice.

E. Owner has requested that Hyatt operate the Marina Facilities, and Hyatt
has accepted the Owner's proposal to operate the Marina Facilities.
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F. To effectuate the addition of the Marina Facilities into the operation of the
Hotel to be managed by Hyatt under the terms of the Management Agreement, Owner
and Hyatt have agreed to amend the Existing Management Agreement to reflect certain
revisions to the Existing Management Agreement, all on the terms and conditions
contained herein.

G. AGREEMENT

NOW, THEREFORE, it is hereby agreed, by and between the parties hereto as follows:

1. Recitals: Definitions. The foregoing recitals are intended to be a material
part of this Amendment and are incorporated herein by this reference. Unless otherwise
provided herein, all terms used in this Amendment that are defined in the Existing
Management Agreement shall have the meanings provided in the Existing Management
Agreement. The Existing Management Agreement, as amended by this Amendment shall
be referred to herein as the "Management Agreement".

2. Effective Date. Owner shall send its notice of termination to the Current
Operator within five (5) business days of the date hereof. The date upon which such
termination shall be effective, which shall be a date no later than sixty (60) days from the
date hereof, shall be the date upon which this Amendment shall be effective (the
"Effective Date"). Following delivery of such termination notice, Owner agrees to
request from the Current Operator copies of or access to documents relating to the current
operation of the Marina Facilities, including, without limitation, current contracts,
permits, licenses, accounts receivable and payable, vendor accounts, and boat slip and
related accounts, and to allow Hyatt access to the Marina Facilities, staff and
management, as reasonably required to takeover such operations pursuant to this
Amendment.

3. Incorporation of Marina Facilities into Operation of Hotel. As of the
Effective Date and continuing through the expiration or earlier termination of this
Amendment, the definition of "Hotel" in the Management Agreement is hereby amended
to include the Marina Facilities, and all Operating Equipment and Fumishing and
Equipment thereon, all of which shall be managed by Hyatt pursuant to the terms of the
Management Agreement. It is intended by the parties that the "Marina Site" and
"Existing Marina Improvements" as described in the Management Agreement be
included as a part of the Marina Facilities, and that for so long as this Amendment is in
effect, Hyatt shall operate the Marina Facilities in accordance with the terms of the
Management Agreement, and all Hyatt and Owner obligations under the Management
Agreement shall apply to the Marina Facilities.

4. Marina and Fishing Facility Management Fee. As of the Effective Date
and continuing through the expiration or earlier termination of this Amendment, Section
4.2 of the Existing Management Agreement shall be amended to include the following
new paragraph added to the end of Section 4.2:
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"

In addition to the Basic Fee and Incentive Fee provided in Section
4.2 of the Existing Management Agreement, for Hyatt's management of
the Marina and Sports Fishing Facility, Hyatt shall receive a basic fee (the
"Marina and Sports Fishing Facility Fee") equal to one and one-half
percent (1.5%) of the Gross Receipts from the Marina and Sports Fishing
Facility Fee for such fiscal year. For purposes of calculating the Marina
and Sports Fishing Facility Fee, "Gross Receipts" shall have the meaning
set forth in Section 4.1(b) of this Agreement, except that such Gross
Receipts shall relate only to the operation of the Marina and Sports
Fishing Facility and shall not include Gross Receipts for the Store or the
remainder of the Hotel. Notwithstanding anything contained herein to the
contrary, in no event shall Hyatt's management of the Marina and Sports
Fishing Facility affect Profit or Hyatt's Incentive Fee under this
Agreement, and no deductions shall be taken from and no additions to
revenue made to Profit on account of any costs or expenses, including the
Marina and Sports Fishing Facility Fee, related to Hyatt's management of
the Marina and Sports Fishing Facility. Reference to "Annual
Management Fees" used herein shall include the Marina and Sports
Fishing Facility Fee.

For greater clarity, (i) in no event shall the Marina and Sports Fishing
Facility Fee affect Profit or Hyatt's Incentive Fee under the Existing Management
Agreement, and no additional deductions shall be taken from nor any additions to
revenue made to Profit on account of Hyatt's management of the Marina and
Sports Fishing Facility. And (ii) as of the Effective Date, Gross Receipts from the
Store shall be included in the calculation of the Basic Fee, Incentive Fee and
Profit.

5. The Store. As of the' Effective Date, the term "Hotel", as used in the
Existing Management Agreement, shall be deemed for all purposes thereunder to include
the Store. Owner hereby consents to and approves of Hyatt entering into a license
agreement (the "Einstein Agreement") with Einstein's for the operation of Einstein Bros'
Bagel store in the Store, as agent of Owner, subject to Owner's reasonable approval of
such Einstein Agreement. Owner and Hyatt hereby acknowledge and agree that Hyatt's
management and operation of the Store, or a portion thereof, pursuant to an Einstein
Agreement will be undertaken by Hyatt in its capacity as Manager of the Hotel and as
agent of Owner, and shall in all respects be subject to and governed by the terms,
covenants and conditions contained in the Management Agreement. With respect to
Hyatt's management of the Store, the following provisions shall apply:

(a) From and after the date on which the Store opens to the public for
business, all ordinary costs associated with either the operation of the store or fulfillment
by Hyatt of the duties and obligations of Hyatt and Owner pursuant to the Einstein
Agreement shall be deemed costs associated with the operation of the Hotel, and shall be
paid by Hyatt from the Hotel operating accounts.

3



(b) All revenues and income of any kind derived from the operation of
the Store, whether directly or indirectly, shall constitute a component of and be treated as
Gross Receipts pursuant to Sections 4.1 and 4,2 of the Management Agreement. For
bookkeeping purposes only, Hyatt shall record all revenues and income associated with
the Store as a separate line item in the books and records maintained by Hyatt with regard
to the Hotel.

(c) To the extent consistent with the terms, covenants and obligations
of Hyatt in the Existing Management Agreement including the first class hotel standard,
and subject at all time to the sufficiency of funds, Hyatt shall oversee the day-to-day
operations of the Store.

6. Time and Manner of Payment. As of the Effective Date and continuing
through the expiration or earlier termination of this Amendment, the following
amendments to the Existing Management Agreement shall be in effect:

(a) The first sentence of Section 4.3 of the Existing Management Agreement
shall be deleted and replaced with the following provision:

With respect to any fiscal year and each calendar month included therein, the
Basic Fee, Incentive Fee and Marina and Sports Fishing Facility Fee shall be
payable in tentative monthly installments of the respective amounts hereinafter
provided, which tentative monthly installments on account of such Basic Fee,
Incentive Fee and Marina and Sports Fishing Facility Fee for any such calendar
month shall be paid by Hyatt withdrawing the same at any time after Hyatt shall
furnish to Owner the unaudited financial statement for such calendar month,
pursuant to Section 7.4 hereof.

(b) The following provision shall be added as Section 4.3(c):

The tentative monthly installment on account of the Marina and Sports Fishing
Facility Fee shall equal one and one-half percent (1.5%) of the Gross Receipts for
the Cumulative Period from the Marina Facilities in respect of such calendar
month, less the aggregate amount of the tentative monthly installments having
theretofore become payable for such fiscal year on account of such Marina and
Sports Fishing Facility Fee ..

(c) The last sentence of Section 4.3 of the Existing Management Agreement
shall be deleted and replaced with the following provision:

If, for any fiscal year, the aggregate amount of the tentative monthly installments
paid to Hyatt on account of the Basic Fee, Incentive Fee and Marina and Sports
Fishing Facility Fee shall be more or less than the Annual Management Fee
payable for such fiscal year based upon the final determination of Gross Receipts
and Profit for such fiscal year as reflected in the Certified Financial Statement for
such fiscal year referred to in Section 7.4 hereof, then, by way of year-end
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adjustment, within fifteen (15) days after the delivery of such Certified Financial
Statement to Owner, Hyatt shall pay into the operating accounts the amount of
any such overpayment or withdraw from the operating accounts the amount of
any such underpayment.

7. Reserve Fund. As of the Effective Date and continuing through the
expiration or earlier termination of this Amendment, Section 5.4(a) of the Existing
Management Agreement shall be amended to include the following new second
paragraph to subparagraph (a):

As of the Effective Date and continuing thereafter throughout the Term,
and in addition to Hyatt's deposits made pursuant to the preceding paragraph,
Hyatt shall deposit for each calendar month included in such fiscal year an
amount equal to: (a) during the fiscal year 2007, the deposit shall be equal to two
percent (2%) of Gross Receipts of the Marina and Sports Fishing Facility; (b)
during the fiscal year 2008, the deposit shall be equal to three percent (3%) of
Gross Receipts of the Marina and Sports Fishing Facility; and (c) during the fiscal
year 2009, and throughout the remainder of the Term, the deposit shall be equal to
four percent (4%) of Gross Receipts of the Marina and Sports Fishing Facility,
into a fund to be entitled the "Marina and Sports Fishing Facility FF&E Fund,"
which fund shall be maintained on deposit by Hyatt in trust for Owner in an
interest bearing account. All funds at any time on deposit in the Marina and
Sports Fishing Facility FF&E Fund shall be the property of Owner, and shall be
returned to the full control of Owner on expiration or earlier termination of this
Agreement, it being understood and agreed, however, that during the Term such
fund shall constitute one of the operating accounts and be subject to all of the
tenns applicable thereto as set forth in Section 3.3. All interest earned on such
fund on deposit from time to time in such fund shall remain in, and become part
of, the Marina and Sports Fishing Facility FF&E Fund, and shall be excluded
from Gross Receipts. To the extent that Hyatt shall be required to pay any income
tuxes on such interest, the same shall be payable out of such fund. In addition to
such payments into such fund, all proceeds from the sale of Furnishings and
Equipment at the Marina or Sports Fishing Facility no longer needed for the
operation of the Marina or Sports Fishing Facility shall also be paid into such
fund. Subject to the provisions of Sections 3.5 and 5.4 of this Agreement, Hyatt
shall be entitled to withdraw from such fund any amounts required to make
contributions to cost of replacement and additions to the Furnishings and
Equipment for the Marina and Sports Fishing Facility reasonably deemed by
Hyatt to be necessary or desirable, and the items of Furnishings and Equipment so
replaced or added shall be and become, forthwith upon acquisition and installation
and without further act or action, the property of Owner and part of the Hotel. All
such replacements and additions may be purchased by Hyatt at competitive prices
from Rosemont Purchasing, a Hyatt affiliate. The Marina and Sports Fishing
Facility FF&E Fund shall be kept separate from and not be commingled with the
Fund for Replacement of and Additions to Furnishings and Equipment; the
Marina and Sports Fishing Facility FF&E Fund shall not be used for capital
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expenditures for the Hotel (other than the Marina or Sports Fishing Facility), and
the Fund for Replacement of and Additions to Furnishings and Equipment shall
not be used for capital expenditures for the Marina or Sports Fishing Facility
without Owner's prior approval. Reference to the "Fund" or the "Funds" used
herein shall include both the Fund for Replacement of and Additions to
Furnishings and Equipment and the Marina and Sports Fishing Facility FF&E
Fund.

8. Shared Expenses. As set forth in Section 5.6 of the Existing Management
Agreement, the parties acknowledge that there will exist shared expenses between the
Marina Facilities and the Hotel. Hyatt shall propose an allocation of such shared
expenses as part of the Operating Budget.

9. Initial Operating Budget for Marina Facilities. For the Effective Date
through the remainder of fiscal year 2007, Owner and Hyatt have approved the Annual
Plan for the Marina Facilities attached hereto as Exhibit B..

10. Termination of Amendment on Sale. In the event of a sale or transfer of
the Hotel to a non-related third party, Owner may, at its option, terminate Hyatt's
management of the Marina Facilities by terminating this Amendment upon at least thirty
(30) days' prior written notice to Hyatt, at which time upon the effective date set forth in
such notice (which date shall be no later than the date set forth in such notice by Hyatt)
the terms of this Amendment shall be of no further force and effect. In the event that
Owner elects to terminate this Amendment pursuant to this Section 10, the Existing
Management Agreement shall remain in full force and effect and shall be assigned to the
prospective buyer in accordance with Section 15.2; in the event that Owner does not elect
to terminate this Amendment in the event of a sale or transfer of the Hotel, then the
Management Agreement, including this Amendment, shall remain in full force and effect
and shall be assigned to the prospective buyer.

Upon any such termination of this Amendment, Hyatt and Owner will cooperate
with each other to effect an orderly transition of the Marina Facilities management
functions from Hyatt to Owner, or to any successor manager designated by Owner.
Because all employees of the Marina Facilities will be employees of Hyatt, the
termination of this Amendment shall result in a termination of their employment with
Hyatt; provided, however, Owner acknowledges that Hyatt shall have the right to make
offers of employment to any personnel then employed at the Marina Facilities for
employment at the Hotel or other Hyatt hotels. The indemnification obligations of
Owner upon the expiration or termination of the Existing Management Agreement,
including, without limitation, the indemnification obligations pursuant to Section 21 of
the Existing Management Agreement, shall also apply to the termination or expiration of
this Amendment.

Accounts payable of the Marina Facilities remaining unpaid as of the effective
date of expiration or termination shall be assumed by Owner and paid as and when due.
For this purpose, the term "accounts payable" shall include, without limitation, liabilities
accrued as of such date, but not yet billed, together with any amounts required to be paid
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to Hyatt hereunder. In addition, if any items of FFE have been ordered prior to expiration
or termination hereof in accordance with the provisions of this Agreement, Owner shall
pay all required charges therefore, whether or not shipped or received at the Marina
Facilities prior to such date. Owner shall indemnify and hold Hyatt harmless from any
cost or liability relating to the foregoing. After the effective date of expiration or
termination of this Amendment and Hyatt's management of the Marina Facilities
pursuant hereto, Hyatt will consult with Owner at Owner's request regarding any
accounts payable, including with respect to any disputes which may arise between Owner
and the account creditor.

11. Licenses, Leases and Concession Agreements. Hyatt shall use its
reasonable discretion to establish the terms and conditions of occupancy by slip tenants at
the Marina and for the operation of sport fishing vessels at the Sport Fishing Facility.
Hyatt shall review the existing wharfage contract at the Marina; if in Hyatt's professional
opinion the wharfage contract can be substantially improved, it will make such
recommendation to Owner. In accordance with and subject to Section 3.2, Hyatt shall
use reasonable efforts to enforce the compliance of all Marina Facilities tenants with the
terms, covenants and conditions of their lease agreements, slip lease agreements or other
wharfage contract with Owner, and their compliance with all rules and regulations
affecting the Marina Facilities. Owner shall deliver to Hyatt copies of such agreements,
contracts and rules and regulations within a reasonable period after the date hereof, and
no later than the Effective Date. As determined by Hyatt, in its reasonable discretion,
Hyatt shall respond to service requests by marina tenants. To the extent provided in the
Existing Management Agreement, in the furtherance of the completion of these duties
and other duties specified in this Amendment, Hyatt shall be authorized to retain the
services of vendors and suppliers on behalf of Owner and as agent and for its benefit.

12. Liquor Licensing. Owner shall assist Hyatt to, as soon as practicable
following the date hereof, apply for, and diligently pursue, the transfer of all alcoholic
beverage licenses held by Current Operator for the Marina Facilities into the name of
Hyatt, The costs associated with the transfer of the alcoholic beverage licenses shall be
operating expenses of the Marina and Sports Fishing Facility. The provisions of Section
16 of the Fourth Amendment shall also apply to the liquor licenses for the Marina
Facilities.

13. Specific Duties Related to Marina. To the extent consistent with the
terms, covenants and obligations of Hyatt in the Existing Management Agreement,
including the first class hotel standard, and subject at all time to the availability of funds,
with respect to the Marina, Hyatt shall: (1) oversee the day-to-day operations of the
Marina Dockmaster and any other Marina staff; (2) maintain and reconcile accounts
receivable; (3) maintain accounts payable; (4) maintain and account for inventories of
materials and goods required in the operation of the Marina; (5) prepare monthly invoices
and mail them to those with vessels berthed at the Marina; (6) arrange for and supervise
with Owner's approval and at Owner's expense, routine maintenance and repairs as
reasonably necessary to maintain the Marina's docks, gangways and other components in
a condition as good as or better than the industry standard prevailing in the Port of San
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Diego; (7) bill and diligently attempt to collect all wharfage fees and related charges due
by vessels and their owners for wharfage services provided for vessels located at the
Marina ("Marina Tenants"), and (8)with respect to any other existing operations at the
Marina, Hyatt shall calculate and bill customers and diligently collect for any and all
charges, fees and assessments charged to them, including as applicable and without
limitation, those associated with equipment rentals, boat rentals, charter bookings, boat
wharfage, retail sales and other concessions. As Hyatt deems appropriate, Hyatt shall
arrange for guests of the Hotel to have signing privileges at the Marina Facilities.

14. Specific Duties Related to Sport Fishing Facility. Hyatt's responsibilities
shall in no manner extend to the operation or management of sport fishing vessels and
shall be limited to those detailed in this Amendment. To the extent consistent with the
terms, covenants and obligations of Hyatt in the Existing Management Agreement,
including the first class hotel standard, and subject at all time to the sufficiency of funds,
with respect to the Sports Fishing Facility, Hyatt shall: (1) administratively oversee the
booking of charters aboard sport fishing vessels located at the Sport Fishing Facility; (2)
supervise the duties of the Sport Fishing Facility manager and his or her subordinates in
connection with the sale of tackle, fishing licenses, sundries and fuel; (3) supervise the
duties of the Sport Fishing Facility manager and his or her subordinates in connection
with the rental of rods, reels and other fishing tackle; (4) arrange for and supervise with
Owner's prior written approval and at Owner's expense routine maintenance and repairs
as reasonably necessary to maintain the Sport Fishing Facility's docks, gangways and
other components in a condition as good as or better than the industry standard prevailing
in the Port of San Diego; (5) maintain and reconcile accounts receivable; (6) maintain
daily register input receipts; (7) maintain and reconcile as necessary or appropriate
accounts receivable and accounts payable; and (8) bill and diligently attempt to collect
sums due by vessels and their owners in connection with services provided for their
benefit by the Sport Fishing Facility.

15. Maintenance and Repairs for Marina Facilities. To the extent consistent
with the terms of the Existing Management Agreement, including the first class hotel
standard, and subject at all time to the availability of funds, Hyatt shall cause to be
maintained the improvements and grounds of the Marina Facilities and provide certain
maintenance including, but not limited to: (1) performing cleaning, painting, decorating,
plumbing, carpentry, and such other normal maintenance and repair work as may be
necessary; (2) performing periodic inspection and minor maintenance required to keep all
mechanical equipment associated with the Marina Facilities in good operating condition,
including, without limitation, routine lubrication and maintenance; (3) performing as
deemed appropriate or necessary preventative maintenance programs; (4) as deemed
appropriate by Hyatt, entering, on Owner's behalf contracts for utilities, vermin
extermination, cleaning service and other necessary and advisable services; (5) paying all
bills in connection with such activities; and (6) regularly inspecting the physical
condition of the Marina Facilities.
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16. Books and Records. As of the Effective Date and continuing through the
expiration or earlier termination of this Amendment, the first sentence of Section 5.1 of
the Management Agreement shall be deleted and replaced with the following:

Hyatt shall keep full and adequate books of account and other records reflecting
the results of the operation of the Hotel and Marina and Sports Fishing Facility.
Hyatt shall maintain separate books of account to the extent necessary to provide
applicable reports under Section 7.4 separately reflecting the operations of the
Hotel and the Marina Facilities.

17. Reports. As of the Effective Date and continuing through the expiration
or earlier termination of this Amendment, Section 7.4 of the Management Agreement
shall be amended to include the following new subparagraph (c) as follows:

(c) Reports. Throughout the Term (and also after expiration or
earlier termination of the Term as to any period ending prior to the
expiration or earlier termination thereof), Hyatt shall deliver to Owner
the following financial statements and reports (all of which shall
conform to the Financial Records) and any other daily or monthly
reports to be mutually agreed to between Owner and Hyatt:

(i) Monthly within thirty (30) days after the end of
each calendar month, the reports on Exhibit C attached hereto.

(ii) Monthly, within fifteen (15) days following the end
of each calendar month, (A) a report on the results of operations of the
Hotel showing, in reasonable detail, Gross Receipts for such month
and for the fiscal period then ended by department, Profit for such
month and for the fiscal period then ended, and the amount of Basic
Fee, Incentive Fee and Marina and Sports Fishing Facility Fee earned
and accrued for the fiscal period then ended, (B) an accounting with
respect to the Funds showing the amount deposited therein during the
fiscal period then ended, the amounts withdrawn therefrom during
such period, and a statement, in reasonable detail, showing the purpose
or purposes for which such withdrawals were made; and (C) a
comparison of the results of operations for the Hotel for the fiscal
period then ended with the Operating Budget and with the comparable
period in the prior fiscal year.

(iii) In addition to the foregoing, from time to time as
compiled and received by Hyatt, Hyatt shall deliver to Owner copies
of daily STR reports (to the extent available) and copies of guest
satisfaction surveys (excluding Hyatt's compilations thereof and, to
the extent of, any Proprietary Information) with respect to the Hotel.
In addition, on a monthly basis, Hyatt shall provide a STR report with
respect to a regional set of hotels (excluding any other Hyatt hotels), to
be determined from time to time by Owner and Hyatt.
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18. Insurance. The second sentence of Section 8(d) of the Management
Agreement shall be amended to include the following insurance to be provided by Owner
so long as this Amendment is in effect: "(v) Marina legal liability (amount not less than
$10,000,000). "

19. Ratification. The Management Agreement as modified by this
Amendment is ratified and affmned by Owner and Hyatt. If there is a conflict between
the terms of the Management Agreement and this Amendment, then the terms of this
Amendment control.

20. Authority. Hyatt and Owner hereby covenant and warrant that they
have full right and authority to enter into this Amendment.

21. Successors. This Amendment shall be binding upon, and shall inure to the
benefit of, the parties hereto and their respective successors and assigns.

22. Counterparts. This Amendment may be executed in counterparts and each
such counterpart shall be an original and all of which together shall constitute a single
Amendment.

[Signature page follows]
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IN WITNESS WHEREOF, the parties hereto have caused this instrument to be duly
executed on their behalf as of the day and year first written above.

By: FST HR1 LLC,
A Washington limited liability company

By:

TINGLLC,a
. bility company

KENCAL OPERATING LLC
A California limited liability company

By: Allegis, LLC
A Washington limited liability company
Member and Manager

By:

By: --7"'~~~~--'::"""":::::""':::::----

Narne: _7....:..7;i,----!.JI'!.9~·~:..:.e.!....r..:_.j-_:r>!...___'6_":£.;;X....:....
Its: c.Po

----=::..!...--=--------.:Hrvy ATTCORPORATION, a Delaware
corporatiog ~ f
By: C Q.A~
Name: (- hrUl/L P{VZjrd"-- _
Its: \/P

By:- --T-~--
Name: --T--'r__

Its:------"r-r_
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Depiction of Marina Facilities
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2007 Approved Budget



KENCAL OPERATING, LLC
MARINA BUDGET 2007

JAN FEB MAR APR MAY JUN JUL AUG SEPT OCT NOV DEC TOTAL

REVENUE
SCHEDULED RENTS 96,918 96,918 96,918 101,764 101,784 101,764 101,784 101,784 101,764 101,784 101,784 101,784 1,208,630

WASHERIORYER LEASE 10 10 15 185 158 379

SCHEDULED RENTS· VACANCY (1,000) (1,000) (1,000) (1,000) (1,000) (1,000) (1,000) (1,000) (1,000) (1,000) (1,000) (1,000) (12,000)

GUEST SLIP RENTS 175 50 200 100 2,162 964 1,393 758 1,418 1,102 8,352

TOTAL REVENUE 96,093 95,928 95,568 100,964 100,974 l00,n9 102,926 101,934 102,167 101,632 102,340 101,666 1,203,381

EXPENSES
MANAGEMENT 1,922 1,919 1,519 2,019 2,017 2,016 2,059 2,039 2.043 2,031 2,047 2,037 24,067

SECURITY 2.337 2.337 2.337 2,337 2,337 2,337 2,337 2,337 2,337 ~,337 2,337 2,337 28,044

TRASH REMOVAL 785 788 789 789 789 7B9 7B9 789 785 785 785 789 9,488

REPAIRS & MAINTENANCE 1,021 1,021 1,021 1,021 1,021 1,021 1,021 1,021 1,021 1,021 1,021 1,021 12,250

UTILITIES 4,669 4,669 4,669 4,569 4,669 4,669 4,569 4,569 4,569 4,569 4,569 4,669 64,828

HOUSEKEEPING 1,052 1,052 1,052 1,052 1,052 1,052 1,052 1,052 1,062 1,052 1,052 1,052 12,624

BANK CHARGES 1,249 1,247 1,248 1,313 1,311 1,310 1,338 1,325 1,328 1,320 1,330 1,324 18,B44

OFFICE EXPENSE 40 40 40 40 40 40 40 40 40 40 40 40 480

POSTAGE, PRINTING & STATIONARY 80 SO SO BO 80 80 80 80 BO 80 80 BO 980

CITY RENT 24,023 23,982 23,992 25,241 25,219 26,195 26,732 25,464 25,539 25.383 26,586 26,467 300,840

ADMINISTRATIVE FEES· MBM PAYROLL 4,222 4,222 7,022 4,222 4,222 4,222 4,222 7,022 4,222 4,222 4,222 7,722 59,784

ADMINISTRATIVE FEES· MBM WORKERS COMP 531 531 531 531 531 531 531 631 631 531 531 531 6,368

ADMINISTRATIVE FEES· MBM MEDICAL 845 845 845 845 845 845 845 645 B45 845 845 645 10,144

TOTAL EXPENSES 42,680 42,633 46,445 44,059 44,033 44,008 44,614 47,133 44,396 44,219 44,448 47,814 635,481

NET INCOME (LOSS) 53,413 53,255 50,523 66,905 56,841 66,n3 68,312 54.B01 57,761 57,313 57,892 54,052 667,880



KENCAL OPERATING, LLC
BUDGET 2007

JAN FEB MAR APR MAY JUNE JULY AUG SEP OCT NOV DEC TOTAL

REVENUE
DJESELFUEL 12.361 12,708 16,140 20,644 38,174 65,308 95,349 113,247 74.859 28,387 22.391 14,204 513,570

DIESEL TAX· FED & STATE (10) (19) (13) (44) (47) (126) (126) (79) 12 4 8 (439)

DIESEL SALES TAX - CA PREPAID (998) (914) (1.1601 (1,464) (2,743) (4,694) (6,849) (8.136) (5,364) (2.041) (1.610) 11.021) (36.904)

REGULAR FUEL 15,330 15,795 15.799 27,207 32,490 62.902 98,815 91,343 52,513 27,499 28.357 17.505 485,555

GAS TAX - FED & STATE (1,343) (1.790) (1,511) (1,614) (3,860) (3.377) (11,261) (9.169) (4,245) 13,117) (3.740) (1.842) (46,669)

GAS SALES TAX· CA PREPAID (1,006) (1.007) (1.026) (1,641) (2,059) (4,281) (6,297) (5,910) (3.472) 11.754) (1.771) 11.141) (31,567)

OiL & FUEL AODmV 46 18 55 97 169 209 377 291 376 235 56 4 1,935

RSHING LICENSES 4.064 2,926 4,406 4,702 8,857 11.706 19,806 16,220 9,460 6.409 2.993 2,499 93,950

TACKLE - RESALE 613 916 1,356 2,243 3,271 5,814 9,247 6,950 5,091 3,519 1,427 858 43,305

FOOD & BEVERAGE 1,310 1,243 1.147 1.785 2,823 4,493 8,735 8.141 5,255 2.559 1,451 1,264 40.226

LlOUOR 750 750 750 1,079 1,942 1,887 2,848 1.604 1.714 596 691 S54 15.165

SUNDRIES 619 891 789 1,528 1.441 2.880 4tl35 3,869 2,222 1,481 570 B69 21,474

TACKLE RENTAL 1,615 1.577 2,805 3,501 4,860 8,453 14.922 13.086 8,691 5.121 2,574 1.954 69,378

BOOKING COMMISSION 2,548 3.309 3.114 4,687 10,523 20,329 34,064 37.759 22.060 10.098 3.871 2,492 155,092

MISC INCOME - SLIP 700 700 700 1,521 700 700 957 732 853 700 700 700 9,863

CASH OVER (SHORT) (3) 25 93 29 2 78 198 164 55 31 50 50 772

TOTAL REVENUE 37.104 37.147 43,419 64.271 97,566 172.158 263,940 272.065 170.041 79,739 57.994 39,177 1,334.511

COST OF SALES

DIESEL FUEL 10,212 10.212 18,641 4,644 22.616 45.073 83,904 90.638 49.188 17.812 9.313 2.608 354.871

REGULAR FUEL 8,482 9,382 7,487 8,020 31,373 17,237 83,045 54258 27,229 13,597 24,873 7,408 290,371

OIL & FUELADomV 275 281 82 124 137 879

FISHING LICENSES 3,8511 2.776 4,183 4,461 9,353 11,107 17,843 15,390 9,004 6,096 2,720 2,375 89.164

TACKLE RESALE 63 SO 542 1,286 880 1,771 4,933 2,835 3,653 959 643 (372) 17,212

FOOD & BEVERAGE 360 1.607 1,433 1,057 1,160 2,997 4,330 4,782 3,993 1,733 2,204 184 25,820

LIQUOR 300 300 300 1.106 691 1,990 1,791 1262 1,175 218 522 BOB 9,850

SUNDRIES 350 208 215 2.143 253 1,4110 2,456 3,057 1,168 884 495 2,549 15,258

RENT RODS & REEL PARTS 37 294 1,735 271 235 280 1,024 537 315 395 1,026 8,129

CASH PAID OUTS
TOTAL COST OF SALE 23,860 24,525 33,095 22.432 68,852 81,761 198,562 163,299 96,081 41,413 41,165 16,520 809,354

GROSS PROFIT 13.444 12.622 10,324 41.639 30.714 90,397 65,378 108,777 73,960 36,326 16,719 22,657 525.157

EXPENSES:
MANAGEMENT 3.500 3,500 3,500 3,SOO 3,500 5.165 7.918 8,162 5,101 3,B00 3,500 3,500 54,348

SECURITY 330 330 330 330 330 330 330 330 330 330 330 330 3,960

TRASH REMOVAL 906 90B 909 BOB BOB 908 908 908 909 908 908 908 10,896

REPAIRS & MAINTENANCE 2,190 2,190 2,190 2,190 2,190 2.190 2,190 2,190 2.190 2,190 2,190 2.190 19,028

TEL1EPHONE 930 930 930 930 930 930 930 930 930 930 930 930 11,160

TAXES & LICENSES 670 670 670 670 670 670 670 670 670 670 670 670 8,040

BANK CHARGES 631 632 736 1,093 1.659 2.827 4,467 4,625 2,B91 1,356 9B4 666 22,869

OFFJCE EXPENSE 109 71 317 161 272 391 647 1.281 393 197 197 197 4,453

POSTAGE, PRINTING & STATlONARY 137 24 32 27 564 66 403 66 382 50 1,751

DUES & SUBSCRIPTIONS 49 49 49 147

CITY RENT 963 984 1.150 1,702 2,584 4,559 6,B89 7.204 4.503 2,111 1,533 1,037 35,339

AOMINISTAATlVE FEE - PAYROLL 12,031 10,419 17,187 10,742 10,563 12,471 lB,100 25.207 13,OBO 11,606 11,277 11,277 181,964

AOMINISTAATlVE FEE· WORKERS COMP 598 599 596 596 59B 59B 59B 598 599 596 598 596 7.1BO

AOMINISTRATlVE FEE - MEDICAL 631 831 631 B31 931 631 831 831 631 831 631 831 9,976

AOMINISTAATIVE FEE - BASE FEE 500 500 SOD 500 500 500 500 500 SOD 500 500 500 6,000

MANAGER BONUS 4.888 6,B06

TOTAL EXPENSES 29,100 22.750 29,B74 24,176 25,617 32,497 43,863 53,503 33,329 25,794 24,B31 23,734 363,837



NET INCOME (LOSS) 115,656) (10.1261 (19,550) 17,663 5.097 57.900 21,515 55.274 40,631 12.532 (6.112) (1.077) 161,320



ISLANDIA MARINA
2007 BUDGET
December 13, 2006 Variance Variance

BUDGET PROJECTED BUdget 2006 BUDGET Budget 2007
2006 2006 to Pro). 2006 2007 to Pro). 2006

REVENUE ..
SCHEDULED RENTS 1,123,0.80 1·,126;606 3,726 1,206,630. .' 79,824
WASHERIDRYER LEASE 360 221 -139 379 156
SCHEDULED RENTS - VACANCY (13,062) (9,361) 3,701 (12,000) -2,839
GUEST SUP RENTS 10,526 7,366 -3,156 8,352 9S4
FINANCE CHARGE 36 -36 0
NSF CHARGES 86 90 4 -90
TOTAL REVENUE 1,121,026 1,125,124 4,098 1,203,361 78,237

EXPENSES:
MANAGEMENT 22,421 22,487 66 24,067 1,560
SECURITY 23,76!i. 23,765 0 28,044 4,279
TRASH REMOVAL 8,114· 8,114 0 9,466 1,354
REPAIRS & MAINTENANCE 23,766 16,282 -5,486 12,250 -6,032
UTIUTIES 48,n2 48,768 -4 . 54,828 6,060
HOUSEKEEPING 11,268 10,814 -454 ··'12,624 1,810
ADVERTISING AND PROMOTION 376 -376
PROFESSIONAL 1,125 -1,125
OFFICE EXPENSE 30 527 497 480 ·47
BANK CHARGES 116 6,546 6,430 15,644 7,096
POSTAGE, PRINTING & STATIONARY 951 1,057 106 960 -97
CITY RENT 25% 280,244 281,227 983 .300,640 19,613
ADMINISTRATIVE FEES - MBM 73,564 68,422 -7,162 ·76,276 9,854

TOTAL GENERAL & ADMIN ." 494;536 490,012 -4,526 535,481 45,469

NET INCOME FROM MARINA OPERATIONS 626,488 635,112 8,624 667,880 32,768

NET INCOME FROM SPORTFISHING 140,361 165,253 24,892 163,320 -1,933

CONSOUDATED NET INCOME 766,849 800,365 33,516 831,200 30,835

CONSOLIDATED FF&E RESERVE 97,309 11,990 85,319 ·50,757 38,767

CONSOUDATED ADJUSTED NOI . 669,540 786,375 118,835 780,443 7,932



ISLANDIA SPORTFISHING
2007 BUOGET
December 13. 2006

Variance Variance
BUDGET PROJECTED Bud!1"I2006 BUDGET Budge12007

2006> 2006 lD Projected 2006 2007 10 Projected 2006

REVENUE
DIESEL FUEL 533.n3 476;100 -57,593 . 476227 47
REGULAR FUEL 364,B57 407,31B 52,459 407,299 -17
OIL & FUEL AOOmVES 1,893 1,941 46 1,939 -2
F1SHING UCENSES 85.060 93,951 8,B71 93.1l5O -1
TACKLE· RESALE 27,704 43,303 15,599 43,305 2
FOOD & BEVERAGE :19,462 40227 745 40,226 -1
L1DUDR 14,503 5,535 -II,SSB 15,165 9,630
SUNDRIES 23.7B3 21,474 -2,J09 21,474 0
TACKLE RENTAL 64,449 69,375 4,926 69,379 4
BOOKING COMMISSIONS 167,136 155,093 -12.043 155,D!12 -1
WASTE TANK I OOCKING FEES 1-,420 5,525 4,105 9,663 4,138
CASH OVER (SHORT) 115 673 55B m 55
TOTAL REVENUE 1,314,195 1,320,593 B,39B 1,334,491. 13,890

COST OF SALES
DIESEL FUEL 401,551 345,938 -55.613 354,671 B,733
REGULAR FUEL 250,57·1 290,365 39,79B 290,371 2
OILANO FUEL AOOmvES 722 879 157 879 0
F1SHING LICENSES 85,050 90,43B 5,386 B9,164 -1,272
TACKLE - RESALE 18,029 17,212 -8t7 17,212 0
FOOD & BEVERAGE 2B.425 25,B16 -2,607 25,620 2
LIOUOR 10,536 4,190 -11,346 9,660 5,660
SUNDRIES 17,117 14,909 -2,20B 15,25B 349
RENT RODS & REEL PARTS 14,005 B.12B -rsrr 8.129 I
TOTAL COST OF SALES 826,D08 79S,879 ·30,129 B09,354 13,475

GROSS PROFIT 4BB,187 524,713 36,626 625,137 424

EXPENSES:
,'.

MANAGEMENT 54,325 53,629 -696 54,34B 717
SECURITY . 4:848 3,622 ,1226 3,960 338
TRASH REMOVAL 6.932 7,649 917 10,99B 3,047
REPAIRS & MAINTENANCE 21,470 29,396 7,926 19,026 -10,36B
TELEPHONE 10,367 11,753 1,396 11,160 -593
TAXES & LICENSES 6,659 6,869 -1,790 8,040 1,171
AOVERTISING & PROMOTIONS 6,596 2.95B -5,636 -2,956
PROFESSIONAL FEES 0 0 0
BANK AND CREDIT CARD CHARGES 21 ,BOO 25,065 3,215 22.669 -2,376
OFFICE EXPENSE 6,549 4,BOB -1,741 4,453 -355
POSTAGE, PRIN'TlNG & STATIONARY 1,782 1,553 -209 1,751 198
DUES & SUBSCRIPTIONS 9B 146 4B 147 1
CITY RENT 3.5,:a AVG 45.ooB 36,144 -B,B64 35,3:19 -B05
ADMINISTRATIVE FEE&- MBM-Payroll 157,362 175,669 lB,307 190,008 14,339

TOTAL GENERAL & AOMIN I NON OPERATING EXPENSES 347,826 3~9;461 11,635 361,817 2,358

NET INCOME FROM OPERATIONS 140,351 165,253 24,892 163,320 -1,933

FF&E RESERVE 52,56B 3,BB2 26,690 22,B07



AOJUSTlOO NET INCOME 87,793 181,370 138,830 -24,740



Exhibit C

Monthly Financial Reports
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KENNEDY ASSOCIATES, REAL ESTATE COUNSEL, INC.

CONTROLLER'S MONTHLY REPORT CHECKLIST

,:~ ~.,~~~,s~~~:~~,,,',/;:~;~~j[?r]i'(';!if~·~~.~t~~~;~~~~~¢~TM~~.:-~&;I:;:;·;::
Controller's Executive Summary
Comp~tive Balance Sheets

....~[]n.lhly and y!DS.tatemants .0f.QperaUonsfCa.shFlow
Trial Balance

BALANCE SHEET DETAIL
Bank Statements & Reconc'lIIaiions (for all caehaccounts)
A!;led l3e~eivables - must tietoNR GL acco~nl

.. ~~~p.~~_e:xpenses - s~par~~.e sched.~I~ f~r:.~ac~(3L account #
Capilellmprovemenl Schedule ( rncl. FF&E )
AP Aged InvoIce List- must tie 10AlP GL account

AP Open S!al~~RE!p.()rt . . _. .. .....
Accrued Expenses .. separate schedule for each GL account #
Ad~a~ce Deposits ....
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SEVENTH AMENDMENT TO
MANAGEMENT AGREEMENT

(Hyatt Regency Mission Bay Spa and Resort)

THIS SEVENTH AMENDMENT TO MANAGEMENT AGREEMENT (this
"Amendment") is dated as of August 3, 20 II, but effective as of January I, 20 II. by and between
KENCAL OPERATING LLC, a California limited liability company ("Owner") and HYATT
CORPORATION, a Delaware corporation ("Hyatt").

BACKGROUND

A. California Hyatt Corporation and Islandia Associates, Ltd. executed that certain
Management Agreement dated August 10, 1976 that was subsequently amended by the Amendment to

Management Agreement dated June 29, 1978, the letter agreement dated November 24, 1980, the letter
agreement dated August 8, 1983, the Second Amendment to Management Agreement dated as of
November 17. 1989, letter regarding notice of merger of California Hyatt Corporation into its parent,
Hyatt Corporation dated August 3, 2000, the IeHer agreement dated June 6. 2002. the Third Amendment
to Management Agreement dated as of August 27, 2002, the letter agreement dated January 3, 2006, the
Assignment and Assumption of Management Agreement between Islandia Associates, Ltd, and Owner
dated January 6. 2006 pursuant to which Islandia Associates, Ltd.'s interest was assigned to Owner, the
Fourth Amendment to Management Agreement dated as of January 6, 2006. the Fifth Amendment to
Management Agreement dated September 26, 2007, and the Sixth Amendment to Management
Agreement dated September 26,2007, the letter agreement dated September 25, 2008 and the letter
agreement dated May 11,2008 (collectively, the "Existing Managcment Agreement").

B. Owner leases the Hotel pursuant to that certain Operating Lease between KenCal
Ownership LLC, as landlord. and Owner, as tenant dated January 6, 2006, and in connection therewith,
KenCal Ownership LLC, Owner and Hyatt entered into that certain Landlord, Tenant and Manager Non-
disturbance and Attornment Agreement dated June 6, 2006,

C. Hyatt and Owner now wish to amend the Existing Management Agreement to provide for
annual audits to be conducted at the option of the Owner.

NOW, THEREFORE, it is hereby agreed, by and between the parties hereto as follows:

J. Recitals; Definitions, The foregoing recitals art: intended to be a material part of this
Amendment and are incorporated herein by this reference. Unless otherwise provided herein. all terms
used in this Amendment that are defined in the Existing Management Agreement shall have the meanings
provided in the Management Agreement. The Existing Management Agreement. as amended by this
Amendment shall be referred to herein as the "Management Agreement".

2, Financial Statement. Section 7.4 of the Management Agreement is hereby deleted in its
entirety, and replaced with the following:

7.4 Financial Reports; Audit.

(a) Reports. Throughout the Term (and also after expiration or earlier
termination of the Term as to any period 'ending prior to the expiration or earlier
termination thereof), Hyatt shall deliver to Owner the following financial statements and
reports (all of which shall conform to the books and records of the Hotel maintained
pursuant to Section 5. J of this Agreement (the "Financial Rccords")):

- I -
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(i) Monthly, within thirty (30) days after the end of each
calendar month, the reports on Exhibit C attached hereto.

(ii) Monthly, within fifteen (15) days following thc end of
each calendar month, (A) a report on the results of operations of the
Hotel prepared in accordance with the Uniform System showing in
reasonable detail Gross Receipts for such 1110nthand for thc fiscal period
then ended, and the amount of Basic Fee, Incentive Fee and Marina and
Sports Fishing Facility Fee earned and accrued for the fiscal period then
ended, and a comparison of the results of operations for the Hotel for the
fiscal period then ended with the Operating Budget and with the
comparable period in the prior fiscal year, (B) an accounting with respect
to the Funds showing the amount deposited therein during the month and
during the fiscal period then ended, the amounts withdrawn therefrom
during the month and during the fiscal period, and a statement, in
reasonable detail, showing the purpose or purposes for which such
withdrawals were made, and (C) a statement of assets and liabilities of
the Hotel prepared in accordance with the Uniform System.

(iii) Annually and concurrently with the issuance of the
monthly reports delivered in accordance with (ii) above containing the
operating results for the fiscal year, the following will also be provided
within fifteen (15) days following the end of the fiscal year, disclosure,
in reasonable detail, of Annual Management Fees (broken down among
the Basic Fee, Incentive Fee and Marina and Sports Fishing Facility Fee)
for such fiscal year, including the underlying calculation of Gross
Receipts and Profit, Allocable Chain Expense, Hyatt System Costs, and
any other material amounts paid or payable to Hyatt or its affiliates with
respect to the preceding fiscal year. Collectively, the above financial
information is herein referred 10 as the "Annual Financial Statements" of
the books and records of the Hotel pursuant to Section 5.1 of this
Agreement for the preceding fiscal year.

(iv) In addition to the foregoing, from time to time as
compiled and received by Hyatt, Hyatt shall deliver to Owner copies of
daily STR reports (to the extent available) and copies of guest
satisfaction surveys (excluding Hyatt's compilations thereof and, to the
extent of, any of Hyatt's proprietary information) with respect to the
Hotel. In addition, on a monthly basis, Hyatt shall provide an STR report
with respect to a regional set of hotels (excluding any other Hyatt hotels).
to be determined from lime to time by Owner and Hyatt.

(b) Audits

(i) Owner may cause an audit of the Annual Financial
Statements to be performed by a firm of independent certified public
accountants of recognized national standing in the hotel industry
("Accountants") selected by Owner; provided. however, that Owner
shall notify Hyatt of its intent to require such an audit for the subject
fiscal year and the identity of the Accountants to be retained no later than
forty-five (45) days following receipt of the Annual Financial

2
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Statements. The auditor so selected shall conduct the audit. prepare the
audited Annual Financial Statements for the preceding fiscal year, and
issue the report thereon no later than March 31of each fiscal year. The
cost of the audit shall be an operating expense of the Hotel for the then
current fiscal year. In connection with such audit, Hyatt shall make
available to the Accountants all financial books and records of the Hotel
that may be requested by the Accountants and shall otherwise cooperate
in all reasonable respects in connection with the performance of the
audit. The audit shall be conducted in accordance with generally
accepted auditing standards. Any information rcgarding management of
the Hotel obtained by Owner as a result of the audit shall he maintained
as confident ial infurmation.

(ii) In the event that Owner elects to have an audit
performed in accordance with (i) above, any and all audit adjustments
affecting the calculation of the Annual Management Fees or any amounts
related to the Funds must be approved by Hyatt prior to the issuance of
the audit report by the Accountants. Such audited Annual Financial
Statements issued in accordance therewith and all information contained
therein, shall be binding and conclusive on the parties hereto, without
further right to review, protest, object or appeal, unless within sixty (60)
days following the delivery of such audited Annual Financial Statements,
either party shall deliver to the other party notice of its objection thereto
setting forth in reasonable detail the nature of such objection C'Objection
Notice").

(iii) In the event Owner does not elect to have an audit
performed in accordance with (i) above or audited Annual Financial
Statements are not issued by March 3), the Annual Financial Statements
delivered pursuant to (a)(iii) above and all information contained therein,
shall be binding and conclusive on the parties hereto, without further
right to review, protest, object or appeal, unless within sixty (60) days
following the delivery of such Annual Financial Statements, or within
sixty (60) days of March 31 (in the event that Owner has elected to have
an audit performed pursuant to this subparagraph (d) and the audited
Annual Financial Statements have not been delivered by March 31),
either party shall deliver to the other party an Objection Notice with
respect to the Annual Financial Statements. (iv)lf the parties are unable
thereafter to resolve any such timely noticed objections (pursuant to
either (ii) or (iii) above) within thirty (30) days of receipt by either party
of the Objection Notice, either party shall have the right to cause such
objection to be resolved by dispute resolution, conducted in accordance
with the provisions of Section 14 of this Agreement. In the event that
neither party submits such objection to dispute resolution as provided
herein within sixty (60) days of the Objection Notice, then the Annual
Financial Statements or the audited Annual Financial Statements, as the
case may be, and all information contained therein, shall be binding and
conclusive on the parties hereto, without further right to review, protest,
object or appeal.

3
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(c) Unless Owner has provided Hyatt notice, as described in subparagraph

(b) above, of its intent to cause an audit of the Financial Records of the Hotel to be

performed, the Annual Financial Statements delivered pursuant to subsection (a)(iii)

above, and all information contained therein, shall be binding and conclusive on the

parties hereto, without further right to review, protest, object or appeal, unless, within

sixty (60) days following the delivery thereof, either party shall deliver to the other party

notice of its objection thereto setting forth in reasonable detail the nature of such

objection ("Objection Notice"). If the parties are unable thereafter to resolve any such

timely noticed objections within thirty (30) days of receipt by either party of the

Objection Notice, either party shall have the right to cause such objection to be resolved

by dispute resolution, conducted in accordance with the provisions of Section 14 of this

Agreement. III the event that neither party submits such objection to dispute resolution as

provided herein within sixty (60) days of the Objection Notice, the II the Annual Financial

Statements delivered pursuant to subsection (a)(iii) above, and all information contained

therein, shall be binding and conclusive on the parties hereto, without further right to

review, protest, object or appeal.

(d) In the event that Owner has any other audit of the Hotel in connection

with an audit of Owner's aCCOUJ1lsperformed, any and all audit adjustments affecting the

calculation of the Annual Management Fees, or any amounts related to the Funds must be

approved by Hyatt prior to the issuance of the audit report by thc Accountants.

3. No Other Changes. Except as otherwise herein expressly provided, the Management
Agreement shall continue in full force and effect. In the event of any conflict between the provisions of
this Amendment and the provisions of the Management Agreement, the provisions of this Amendment
shall prevail.

4. Authority. Hyatt and Owner hereby covenant and warrant that they have full right and
authority to enter into this Amendment.

5. Owner Estoppel. Owner hereby represents and warrants to Hyatt that as of the Effective
Date that neither Owner, nor Hyatt, is in default under any of the terms. covenants or provisions of the
Management Agreement. Owner has no knowledge of any event which, but for the passage of lime or the
giving of notice or both, would constitute an event of default by either Hyatt or Owner under the
Management Agreement.

6. Ratification. Except as otherwise expressly modified by the terms of this Amendment,
the Management Agreement remains unchanged and shall continue in full force and effect. All terms,
covenants, and conditions of the Management Agreement nOI expressly modified herein are hereby
confirmed and ratified and remain in full force and effect, and constitute valid and binding obligations of
Owner and Hyatt enforceable according to the terms thereof.

4
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7. Successors. This Amendment shall be binding upon, and shall inure to the benefit of. the
parties hereto and their respective successors and assigns.

8. Counternarts. This Amendment may be executed in counterparts ami each such
counterpart shall be deemed all original and all of which together shall constitute a single Amendment.

Signatures Oil the following page

5
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IN WITNESS WHEREOF. the parties hereto have caused this instrument to be duly executed
on their behalf as of the day and year first written above.

KENCAL OPERATING LLC. a California
limited liability company

By: FST HRI LLC. a Washington
limited liability company. its
member and manager

By: Alegis. L.L.c.. a Washington
limited liability company.
its member and manager

By: _
Name: _
115: _

HYATT CORPORATION. a Delaware
corporation

\1!9}~:~<~ _
Ils:.£Y.L:_~J' - NQ'?:\\\ -'jlr.J'l(~_.....Q1i;Mf~\Q!'!~

End of Document
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IN WITNESS WHEREOF, the parties hereto have caused this instrument to be duly executed on their
behalf as of the day and year first written above.

KENCAL OPERATING LLC, a California limited
liability company

By: FST HRl LLC, a Washington
Limited liability company, its
member and manager

By: BMC-The Benchmark
Management Company, a Texas
corporation, its sole member

7 ,- . /;~
By: &",.1/;" t'//?,r:::
Name: Bradley V/Hayd~n /
Its: Chief Financial Officer

MYATT CORPORATION, a Delaware
Corporation

By:
Nam-e-:--------------
Its: _

End 0/ Document
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EIGHTH AMENDMENT TO MANAGEMENT AGREEMENT
(Hyatt Regency Mission Bay Spa and Resort)

THIS EIGHTH AMENDMENT TO MANAGEMENT AGREEMENT (this
"Amendment") is dated as of Sutt"H.JV "l, 2012 by and between CHSP TRS MISSION
BAY LLC, a Delaware limited liability company ("Owner") and HYATT CORPORA TlON, a
Delaware corporation ("Hyatt").

BACKGROUND

A. California Hyatt Corporation and Islandia Associates, Ltd. executed that certain
Management Agreement dated August 10, 1976 that was subsequently amended by the
Amendment to Management Agreement dated June 29, 1978, the letter agreement dated
November 24, 1980, the letter agreement dated August 8, 1983, the Second Amendment
to Management Agreement dated as of November 17, 1989, letter regarding notice of
merger of California Hyatt Corporation into its parent, Hyatt Corporation dated August 3,
2000, the letter agreement dated June 6, 2002, the Third Amendment to Management
Agreement dated as of August 27, 2002, the letter agreement dated January 3, 2006, the
Assignment and Assumption of Management Agreement between Islandia Associates,
Ltd. and KenCaJ Operating LLC ("KenCal") dated January 6, 2006 pursuant to which
Islandia Associates, Ltd.'s interest was assigned to KenCal, the Fourth Amendment to
Management Agreement dated as of January 6, 2006, the Fifth Amendment to
Management Agreement dated September 26, 2007, the Sixth Amendment to
Management Agreement dated September 26, 2007, the letter agreement dated September
25, 2008, the letter agreement dated May II, 2010 and the Seventh Amendment to
Management Agreement dated as of August 3, 2011 (collectively, the "Existing
Management Agreement").

B. On even date herewith, CHSP Mission Bay LLC ("Landlord"), an affiliate of Owner,
purchased the Hotel- from KenCal and KenCal Ownership LLC, a California limited
liability company.

C. Owner leases the Hotel pursuant to that certain lease agreement between Landlord, and
Owner, as tenant ("Tenant") dated of even date herewith (the "Operating Lease"), and
concurrently herewith, Landlord, Owner and Hyatt are entering into that certain
Landlord, Tenant and Manager Non-Disturbance and Attornment Agreement dated of
even dale herewith.

D. Hyatt and Owner now wish to amend the Existing Management Agreement to modify
certain terms thereof.

NOW, THEREFORE, in consideration of the foregoing recitals and the mutual agreements
herein contained, and other good and valuable consideration, the receipt and sufficiency of which
are hereby acknowledged, the parties agree as follows:
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I. Recitals; Definitions. The foregoing Recitals are intended to be a material part of this
Amendment and are incorporated herein by this reference. Unless otherwise provided
herein, all terms used in this Amendment that are defined in the Existing Management
Agreement shall have the meanings provided in the Existing Management
Agreement. The Existing Management Agreement, as amended by this Amendment,
shall be referred to herein as the Management Agreement. All references in the
Management Agreement to "Landlord" or "Tenant" shall be deemed to refer to
Landlord and Tenant as defined in Recitals Band C above.

2. Eligible Independent Contractor.

a. It is intended that Hyatt shall qualify as an "eligible independent contractor"
as defined in Section 856(d)(9) of the Internal Revenue Code of 1986, as
amended (the "Code"). To that end:

I. During the Term, Hyatt shall not knowingly or intentionally permit
wagering activities to be conducted at or in connection with the Hotel
by any Person who is legally authorized to conduct the same. The
provisions of the preceding sentence shall not apply to wagering
activities conducted by guests of patrons of the Hotel as part of lawful,
charitable or other similar fundraising activities at the Hotel.

ii. During the Term, Hyatt shall not knowingly or intentionally own,
directly or indirectly (within the meaning of Section 856(d)(5) of the
Code) and, more than 35% of the shares of Chesapeake Lodging Trust
("Chesapeake");

iii. During the Term, Hyatt will not knowingly or intentionally permit
more than 35% of the total combined voting power of Hyatt's
outstanding stock to be owned, directly or indirectly, by one or more
persons owning 35% or more of the outstanding stock of Chesapeake:
and

iv. Hyatt represents and warrants that Hyatt (or a person who is a "related
person" within the meaning of Section 856(d)(9)(F) of the Code (a
"Related Person") with respect to Hyatt) is, as of the date hereof,
actively engaged in the trade or business of operating "qualified
lodging facilities" (as defined in Section 856(9)(0) of the Code) for
one or more Persons who are not Related Persons with respect to
Owner ("Unrelated Persons")

Notwithstanding the foregoing, no breach of the foregoing provisions shall be deemed
a Default or an Event of Default by Hyatt, but Owner shall be entitled, as its sole and
exclusive remedy, to terminate this Agreement for breach thereof by notice in writing
delivered to Hyatt at any time within the six (6) months of Owner's receipt of actual
knowledge of the breach thereof (without payment of any fee or other consideration



EXECUTION COpy

to Hyatt by reason thereot) which termination shall be effective on the date selected
by Owner in its notice to Hyatt but no sooner than thirty (30) nor more than one
hundred eighty (180) days after the date hereof. Furthermore, the provisions of this
Section are included in the Management Agreement solely for the benefit of
Chesapeake, as an affiliate of Owner, which is a real estate investment trust subject to
Section 856 of the Code. This Section, therefore, shall be of no force or effect, and
shall not apply, at any time during the Term as Owner, or any affiliate of Owner (or
their successors and assigns as permitted hereunder), are no longer subject to the
provisions of said Section 856 of the Code (or any successor provision thereto of
similar import).

3. Notices. Section 16 of the Management Agreement is hereby modified by replacing
the Owner's address with the following:

If to Owner: Chesapeake Lodging Trust
1997 Annapolis Exchange Parkway
Suite 410
Annapolis, Maryland 2140 I
Attention: D. Rick Adams or Chief Investment Officer
Fax No.: 410-972-4180

With a copy (which shall not constitute notice) to:

clo Chesapeake Lodging Trust
1997 Annapolis Exchange Parkway
Suite 410
Annapolis, Maryland 2140 I
Attention: Graham Wootten or Chief Accounting Officer
Fax No.: 410-972-4180

4. Improvements. The parties acknowledge that the "Projects" referenced in Section 4
of the Third Amendment to Management Agreement have been completed.

5. "Profit" Defined. Section 5.2 of the Management Agreement is hereby deleted in its
entirety and replaced with the following:

There is attached hereto as Exhibit A, and hereby made a part hereof, a copy of
page 35 of the Uniform System of Accounts for the Lodging Industry, Tenth
Revised Edition(the "Current Uniform System"),showing the items of income
and expense which are taken into account in determining "Gross Operating
Profit. "

The "Profit" derived from the Hotel for any period shall mean the Gross
Operating Profit of the Hotel for such period as calculated in accordance with the
Current Uniform System, less the following amounts (but only to the extent that
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such amounts are not otherwise deducted under the Current Uniform System in
computing Gross Operating Profit):

(a) An amount equal to the aggregate deposits to the Fund for
Replacements of and Additions to Furnishings and Equipment made under
Section S.4for such period;

(b) The cost of insurance maintained by Owner and Hyatt in
accordance with Section 8 of the Management Agreement and allocable to
such period in accordance with generally accepted accounting principles,
with respect to the Hotel for such periods, subject to the limitations set
forth inSection8;

(c) All real and personal property taxes for such period (less refunds,
offsets or credits thereof, and interest thereon, if any, received during the
period in question) referred to in Section 7.6 and allocable to such period
in accordance with generally accepted accounting principles, including,
without limitation, costs of contesting the same, but not in excess of the
savings achieved by such contest;

(d) All rental charges required to be paid under the City Lease
(without duplication, however, for any amounts designated as rent under
the City Lease, but otherwise deducted in computing Profit), but not rent
paid under the Operating Lease;

(e) All capital expenditures and, without duplication, all expenditures
for the acquisition of FFE, in excess of amounts available for the payment
thereof in the Fund excluding, however, any of the foregoing accounted
for as part of Total Project Costs;

(f) All interest earned on amounts deposited in the Fund for
Replacements of and Additions to Furnishings and Equipment;

(g) The Basic Fee earned for such period (but not the Incentive Fcc).
For clarity, in no event shall the Marina and Sports Fishing Facility Fcc
(as defined in the 6th Amendment) be deducted from Profit or in any way
affect the calculation of the Incentive Fee;

(h) All amounts paid by Owner in fulfillment of its indemnification
obligations under Section 21 (a);

(i) Any payments made by Owner to Hyatt with respect to taxes on
reimbursements in accordance with Section 3.6; and

m All other amounts deductible in the calculation of Profit in respect
of such period under the express terms of this Management Agreement.
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In no event shall any rentals under Equipment Leases or any expenditures made
from funds on deposit in the Fund, or from the proceeds of insurance recoveries
or condemnation awards, be deducted in computing Profit.

6. Fourth Amendment Modifications.

a. The definition of "City Lease" in Section I of the Fourth Amendment is
deleted in its entirety and replaced with the following: "City Lease" shall
mean that certain Lease Agreement dated October 4, 2005 between KenCal
Ownership LLC, a California limited liability company, as Lessee, and the
City of San Diego, a California municipal corporation, as Lessor, as assigned
to Landlord pursuant to that certain Assignment and Assumption of Ground
Lease and Conveyance of Hotcllmprovements dated of even date herewith, as
such lease agreement may be assigned and amended from time to time.

b. Section 5 of the Fourth Amendment is hereby modified by replacing the
reference (on page 5 of such Fourth Amendment) to "Section 3.10" with
"Section 3.5."

c. Section 18(h) of the Fourth Amendment is hereby modified by deleting the
words "Kennedy Associates Real Estate Counsel, Inc."

d. Sections 26 and 27 of the Fourth Amendment are hereby deleted in their
entirety.

e. Notwithstanding the Fourth Amendment, the definition of "Total Projeet
Costs" shall have the meaning aseribed thereto in the May II, 20 I0 side letter
between Hyatt and Owner's predecessor in interest.

7. Sixth Amendment Modification.

a. Section 18 of the Sixth Amendment, which modifies Section 18(d) of the
Fourth Amendment, is hereby modified by deleting the reference to 'The
second sentence of Section 8(d) of the Management Agreement" and
replacing it with "Section l8(d) of the Sixth Amendment".

8. Seventh Amendment Modification. Section 7.4(b)(i) and (b)(iii) of the Seventh
Amendment are hereby modified by replacing "March 31" with "May 31."

9. May I\, 2010 Letter Agreement Modification. The second paragraph of the Letter
Agreement dated May 11, 2010 is hereby modified by deleting the reference to "(as
defined in the s" Amendment)" in its entirety.
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10. No Other Changes. Except as otherwise herein expressly provided, the Management
Agreement shall continue in full force and effect. In the event of any conflict
between the provisions of this Amendment and the provisions of the Existing
Management Agreement, the provisions of this Amendment shall control.

II. Authority. Hyatt and Owner hereby covenant and warrant that they have full right
and authority to enter into this Amendment.

12. Owner Estoppel. Owner hereby represents and warrants to Hyatt that as of the date
hereof, neither Owner, nor Hyatt, is in default under any of the terms, covenants or
provisions of the Management Agreement. Owner has no knowledge of any event
which, but for the passage of time or the giving of notice or both, would constitute an
event of default by either Hyatt or Owner under the Management Agreement.

13. Ratification. Except as otherwise expressly modified by the terms of this
Amendment, the Management Agreement remains unchanged and shall continue in
full force and effect. All terms, covenants and conditions of the Management
Agreement not expressly modified herein are hereby confirmed and ratified and
remain in full force and effect and constitute valid and binding obligations of Owner
and Hyatt enforceable according to the terms thereof.

14. Successors. This amendment shall be binding upon, and shall inure to the benefit of,
the parties hereto and their respective successors and assigns.

15. Counterparts. This' Amendment may be executed in counterparts. Each such
counterpart shall be deemed an original and all of which together shall constitute a
single amendment.

[Signatures on the following page]
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IN WITNESS WHEREOF. the parties hereto have caused this Amendment to be duly executed
on their behalf as of the day and year tirst written above.

CHSP TRS MISSION BAY LLC,
aDelaware limited Ii bility mpany

HYATT CORPORATION,
a Delaware corporation

By: _
Name: _
Its: _



EXECUTION COpy

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed
on their behalf as of the day and year first written above.

CHSP TRS MISSION BAY LLC,
aDelaware limited liability company

By: _
Name: .0. Rick Adams
Its: Vice President

HY ATT CORPORA TION,
a Delaware corporation

~
BY:~ ~Name: de.~ r--~-.-£-
Its:1.-Lifh M diUL VputJion s


