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Th~.lilSubleas~, mads as of the date of execution ha£'e"f by

and between the SlUl DIEGOMUU'. LEASEC01.u>Al.j'l!, a nonp:co£!t corporation

o~ganized ~~der the laws of th~ State of Cal!fonlia, (her.einafter
somctimQS referred to as "Le~Geatt), and the SAN D!EGO m~I'mt'l'A:.nu·ni:HT,
·INC., a p~lvate corporation organized ~~der the general corforation

law of the Stat.e of C111ifornie. (her~inafter aometii::,~..xefe:n:c.d t.O G;\fi!

"Op0x:atoX'0I) ,

WIT N E SSE T B I

WHF~S, City of San Diego (heroinafter comstimos rofe~red
to as "City") is the o\~er of certain r~~l pro~arty in the City of
San Diago, loc~ted in the City of Sen Diego, County of San D!{J'i!O,
Stt~te of C~lifornia (horeinafter somet.lrnes referred to' E.<l the ",sit:.o"),

rr.ore part.!cula:dy described in Exhlbit ilIa attached to 'l'he S,;mD:l.e90

Sporta Arena Ground Lease Agreamsnt hereinafter referred to: and
WHE~~S, ~i.~y ~s entered into a lease entitled:

'1'+ SAN DIBGOSPORTS ARENA

GROU~O LEASE AGREl'21ENT

1

I
(heX'd.naf~or eometir,1es:referr~ to as "'Ground wase·) uncler the pro-·

visions of which ~n indoor sports arena and parking facility and

rolated fa=:ll1t!~a (h1'.ilrain....f\:or I:lO:ll\fZt.inM.~S referred to as "facilities")

hnvo bsen cO~3truct$d on said Site ~~4will be leased to Op~rator1end
WUEREAS, City has approv.ed plans and spec!f1oation3 for

the conatr~ction of said facilities on said Site (said facilitias
I
I
r
I,.--

Uf.IERFAS,it is tho intonUon of the Cit.y that. tho Project. !
i
I
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i
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b~ operatea DO t~~t th~ citi~~n3of the City shall l~ve tha b~nGfit
of the fine~t of e.thietic cont"~'at.ll, CO!i"."~.mtione, 0xh;;.l::its and c:the.t'. ,

typas of p~rformancas ~~d ev~nte essm~tlal to ~1a ~ducational, =~-
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WHEREAS, tha operation and l"..anager¥.lnt of the Project. in a
~annar which will p~oduce the desired reau~ts pres~nt unusual and

diffieult problems demandi~q cxtrao~inary knowledge end exr~rience,
eJnd the Board of Directors of Operato~ is compoocdof pereona
having experience in corpor~to management and speoial Gxperience,
comp3t.sn.ce en-d knowledCJo in the itl!magementof corpo:rations enga90d·.
in the operation and manage~t of the activities contomplated here-
under, and.

~dEREAS, City and Le~eaa entered into a First Am$ndmant to

the Ground Lease dated August 10, 1967 providing for the sublease by
Looses of approximatoly 11.23 me~esof the propa~ty desaribed in the

IGround Lease for use ~s commercial p~~pGrty and the leasing by Leesee
of an equal area contiCJu~us to tha parkioq lot for the Spo~ta Arena
conatructad on the property deacrib~d in the Ground Laa~e, such area
t.o also be \.1s0l1fo:: parking, and

W'.dEREAS,City llnd Lossea Mve enter~d into a Second Ar;\~nd-
mant to the G::oundLease dated a1Jd4r--?.- ,£V in which

. ' / -
.tbe lcg~l dascript~on in tha G~ound Le~5a oorrec~y do~cr!bas the

pro~eT.ty actu~lly being used by Lssse@ for the Spo~ts Aren& and ro-
-lated parking and thu3 enables tha d~te7:m1nation of Ll'JliHiea' s status
as a sublessee of & portion of auch prop~rtYJ ~~d .

WHEREAS, said now description is described and dapicted
8S Exhibits-CAD and PDQ of thio A9reemant.

NOW,T~~EFORE, in cona!de~atjon of. the paymant of rentel
and tha pe:rformnnee of tile mutual. prcm!g"l$ heroin contain-::JdD.t the
time and in the menner st:-Elcified,the partie6 hereto 14g:es as follows;

Section 1. The_Pt'o:t!ct

The Project, subleased heraunder, consists of the Site as
improved by tho construction of said facilities, &nd i5 t.lOZO p3rti··
cularly described on Exhibit =A=, attached hereto ent'i iT.corp~raeed

i
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I
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by the Ground Lease as it presen~ly exists or is hereafter amended •
• ------. -_." '• .-.- -~-:.. -,- '" __ A~ __ ~_._.. __ ,. _._." '_~~~~~ __..,. _~''''

Titlo to all personal· property plac~d in the Project byCp~rator
,shall re~in in Operator. Title to all personal property and fixt~~6G
plac9d in the Project by Lessee shall remain in Lessee. ~itle to all
fixtures placed in the Projeot by Operator shall remain in Operator
unless' such fixtures replace fixtures owned by Lessee or City, in
which event they Ghall belong to Lsnsee or, City., Title to personal
property nnd fixtures placed in the Project by Op~rator's sublessees
or conoessionaires shall be controlled by the sublease to Oparator'D
subleasee or by concession contre;ct, as the case may bs.

It may becoms desirable from ti~ to time for Operator
to transfer ownership of soma of its said peraonnl property and fix-
turas placed in the ?roject to Ci~y or Lessee. City and/or Lessee
Agrees to accept said transfer of o~~ership when tendered by Operator.

-3-
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Lessee ~9ree5 that all fixtures and improvements in2tal1ed
by Operator in <flocordancewith the prov!s!onEl provided herein, and
not being a replacemont or repair of or for any improvement or
improvements existing and belonging to Lessee or City, ahmll' be and

remain the property of OperatoZ'o Operat.or shall have ther.ight to

r.amove said fi1:t.uzes Md improvements prior to the termination of
this agroemant at Operator'p C?W1lexpenae , provided that any damage to
Project shall be r.epaired and the Project left. in as good 6rde~ and
condition as ",han Operator took posSleadon of the Pr.oject. In tllO

event Operator does not GO remOVe said fixt~es and improvements
prior to the exp!rmtio:l of this agreement, LeSS3E'! may relnOve, or sell,
or dasu·oy. the Si£Ul1El at the expenaa of Operator, ~.nd.Operator shall

pay to Lessee tho reasonable cost of any such removal, Bale or des-
truction together with the rcason~ble co~t of repair of dE~~geo to
Project reSUlting from such re~val, salo or destructiono At tha
option of L~ssee, any property, real or personal, not 80 removed by

.Opitrator may be deemed abandoned. '
section -4. ~!.qamsnt Polioy
LesGee and Operator hereby agree ~lat ~he Project ahall ba

manmgcd so SD to furnish the maximum educational, rccrGstional,
commercial Md cultural benefits to the cornlllunitywithout burden to

taxpayers of Cltyo City ,hereby agrees that the controls hereinafter
prov!dQd for ehll1l not be exercisod in .1lIuch a m~eli:' which will pre-
vent ~rator from complying with Scction 8 hereof, aC~~l~atin9
reGsonable reserves and p::ov1ding'l1reasonable rate of return to
O~xator on its investmen~ in the Project.

Section S. D~tios of 0Ee~tor
Op<.lratorsl'.alloperate and manage the Project for tha pu~Hc

purp:.nes for which thSlSl.lree uerebuilt in accordance with tl1e ntc:.n~
dardo mnd subject to the controla set forth herein.

-4-
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In th~ ev~'t of ~eGtruction of the Projeot or any part the~e-
of Op~rator shall have no obligation to ~epn11tor replace the Slama.

The Project will be operatod and managod in an 'officient
~ and economical ~~nner and caint~ined end preeerved 1n good repair

and wor.king order, including, without limitation, ~hG ~~kin9 of
. raplacements ~]honnecessary 0

I

I
i

I
I

I
t

Operator shall observe and comply with the following aepa-
rete, d5.st.inct and cwnulativa Gtandard~u

(a) Operator sh~ll dUly and punctually payor cause
to be paid all of its obligationa, including, without limitation those
which it has heraunder. T!L~ is of the essence of this Sublease.

(b) Operator shall discherga or provide for the dis-
chargo of all claims which it has authori~ed or ineuxred for labor,
materials and supplies in connect.ion with the P~oject and pay all
tax~s, 8SSQSOments or othQr qo~~rm~tal charg0s l&wfully levied or
assessed uPon or in resPiSot of the Projeot. or any part thcraof or
upon any of the revenues therefrom.

(c) Operator ,shall operato and ~~aqe the faoilities
without unlawful disorimination as to race, creed or color.

f?~ Iu.",t.. :>
which shall be ostablished C]o'i7orninc;the UDe and o~rat:ion of the

(d) Ope~AtO:r ahall enforce the rules andreczulations .

faoilities.

(0) Operator shall dUly observe, confol'm to and comply
with all valid requirements of any.governmental authority relative
to the Projeot and shall require all 'persons uGing the aane or at.tending
events ~hexein to ccnform to and comply with all such requirements.

(f) 1~1 salaries, fees, wages and compensation paid
by Opar~tor in connection with tho Project shall be raasonable and no

-5-
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(g) All porformances end events in the facilities shall
be high class in calibre and cast no reflection upon City nor mar tho
reputa~ion of the facilitiea.

(Il) Opa::at.oll.'chall not Pf)mit the facilities to be-used Wi~10Utmaking a reasonabls ren~al chaxgQtherefor.
_S~tion ~ £Qntr~~_j;'=> be ~f:{rcised 1:x C:i.tX '

Operetor shall observe nnd comply with the following sepa-
rat.e, distinct and cwnulat'ivo controls:

Ca) Any contract or o~bleaso for th~ prosentation of'-events at the spot'tosSiCGna, which is for a t.erm,longor then 3 years,

or which c:..ontmmplat.estha ~reQGntation of an Gvent 3 years or In;:>re
from tho dnte of cu:ecutJ.on thereof shalla

(1)

(2)

(3)

(4)

00 f:!,led with City for its approvd, ane.

shall not be valid unless approved by CitYI

public for.admhslont wh~ch Baid priCQ3 may be ~~a~~d._~g!11na:ral
tQ%'mS by maximumsand lninimums, by rafexence to prices charged in- ~-------=---- ---."..

s~~ll not exce~d 7 years, ~nd
shall GUlt@tha prices to ba·cnarged the

.>:

\r
Iother cities of equal or larger size, or by any other objoctive- _ ..-."- ""'~..:_--._.- ... - . .---_.-

standard.~_.- - -

..(0) Any cont.r.act or Dublease .in con."leation w.f..th t.he

Projeot for a term of morQ than 3 years, or for a concession, or fox
restaur~~t oper~tion, or for parking operation, shall be filed with
the City for its approval. No ·such contract shall be valid unless
approved by City.

.-----;

!

j

hereinafter referred to as -short term- sublea~as~
term subleases Operator shall compil~ and rnaintains

As to such short

,
I

-1
I
I~

(0)
.,

All Q::mtraots or subleases fQx the presenti;it.ion
of events at the sports arena ox for using any of the fa~ilitics
which do not faU within subsection 7(a} or 7(b) above filMllDe

-6-
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{;~'!f/.¥-/-') (1) A schedule of the clnallles and ~ypeG of evenes

which ~~y be presented. Operator shall not enter into a s~~rt term
sublea~a for or otharwi~e permit tho prosentation of any class or
type of evant not included in said schedul~.

(2) A schedule of standard short term sublease
.)

forma fc~ vario~G types of evants and tenGnts which forms shall b~

9"",,/1- ,y)~ :I.,

be cMrged to the--
any of the facilitiee.

(5) A Gchsd~\e of max~mum and minimum prices to---" ----=--:=-~
ingluding, without limitation,

\ '. .

(,.?t\ .. /: :.;::;.. ~
be oharged fo~ non admission services,

c;:, ,~.--~.,,,;.;-,,,,-.::~~~-Q .., . -'"'='

msals, refra~h~snts nnd parking.
", .- ..,'":... , ~ N. •-----_. , :

(6) A eohedul~ of recnonnble rules and rogulations

(d) As used in this Section of thi~ Subleaso ·schedule-
,shall rn~an file, roll, outline, catalogue, invontory or any other
nppropri«t~ liat. Eaoh 5uchachedule sh~ be_~ilcd -with.tho City-----------
for its approval. Any ch~~o shall be submitted to the City tor its
approval from tim3 to time as noceo2~ry. Lessee sh~ll eo conduct i~s
operations as to comply with the limits catab11~hed by such Gchedulcs.
The City mny order change a in ~ny it.oms sot forth in thio Section 7 from
t=1m::e.:.:.., t,:.o=-t=inie::.:::..:., ...:b:.u:;.t:..;n::.o::-&:;"u;:,C:;h:.:-c;,.he:.::;n;.;.9::"o::....:s:,;h;.;..1ll::.1::.;1;;...,;Q::.;f:,;f::.;o;;;.o::.;t;;;.-:s;:;n:.;.:'l~6;;;.u;;,;b;;;;;1;;.c;;;;;,fl;;;;.Sl;;;;.S;;;.' :0' _c:::.;o;;.;n;;;;.t;;;r;;.;a~e:;:.:'~,,=_,

or otho:: agrelmCnt. ontered into by Loasee m\d l!ny third pa.rt¥ under_

a pra7iou~ contract, sublease or scht1dulo which h~d been approved
I ~.~ oc, ....- .......... ~

by City.

required for Any propooed contr~ct, sublease or schedule or otb~r
I
I
I

.'

-7-
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proposed docu.'U~~i;,LeaseG shall file th0 lilfo.ressldw.1t~ the City ./ . '

Clerk in accordance with Section 12 hereof.
-_.-._- .....~ ~-::"-' ~-. •••• - ,- •.•. - ••• -. ~'-"-p' --.-., .•••- .--'" •. -.

(f) Operator Ghall keep propsr books of records ~nd
~ccoun~e in which complete and correct entr.ies ehall be made of all
uansaotiono relating, to the Project. Said books of records and,
aCQo~~teshall be available etreason~ble times fo~ inspection by

City or LeE!!3eeand shall 00 audit~d at suoh times and in £luehmanner
8S City or Lesssll shall determintiiJ.

(9) Operator may parform any oblisations or duties set.
;~o.~tl}.in, this Sn.b:l.ea5;f'!,. by .it.~a..l~__t.h3;~\.~9h .its ~~m,pe:.'~onnel,or by

cont~abt~9 or SUbleasing for the porformance thereof by others. ' If
Operator contr~ots or subleases for the performance of any O~ all
of the items and duties set forth in ~liG Section byo~~ers, ,each such

• I". ---o\lblGltIJOshall z .

(
~

,(1) be Gub."llit.t~dto City for ita approval and

ahall not be valid unlo&o and \h~t!l approved by City.
(2) _require ~t lS&5t the S~4 standards and pre-

"

- '-, sorve.-t.o.tho-City lllt.leaGt.the samo controls that Oper~tor would be
, '

':'requ!red to ob3~n:ve and oomply with, plus any others that the Cit.y

.:may require as a condition of ...its ~pp+ov&l.
(h), Any conuact or sublease approved by tha City prior

'.to or' ooncurrent with the eX6<mtionhereof shall be exceJ.;tec1 from, this
"Section 7. "

. . . ..._. . . section, ~~: ' R8,t-Q.SlU'ldC]1ar~es , , ..', .. r.". '.,

·r"':.'~.'"--ThoOper~tor. shall lindhereby covenants that commencing
with the term of this Bublea$s it shall presc~!be, revise and collect

such rat-as, ronts Md Chllt:'g0S for tho use of the ftlci~itiea wh.ich,_
after making allowanoes for contingencies,and orror in the eatLmates,

(a) The interest on, sinking aocoun~ payments for,

and any otlH:lr obligations ~nC~Udin9 Uoearve Fund payments) cront(:d

.'

-8-



by the outstanding bondm of LosDe~ as set forth in the Indenture re-
corded in the Official Records of the County of San Diego, State of
California, on November 8, 1965 as Document No. 203054, hereafter re-
ferred to as "the Indenture," securing said bonda,includinq any pay-
ments required under Section 4 of the Daficiency and Subordination
Agreement attached thereto as they become due and payable, excopt,.
as fo11o ..,S I

(1) So ~on9 as the rent paid by Operato~ to

Lo~see shall be SUfficient to satisfy all pa~an~G of inteiast duson
the outstanding bonds of Lessee, all sinking accountpaymentfJ 01'\ such

bonds, and all reasonable administrat~ve expenses of Lessea (inclUding r

Iii fees' and expense:~,?f Trustee) as are set forth in thelndentl~rEl and'
~/ Q.1l4 0, fI/t' -~vt;v:~:·:ne::l::h-:"co~:::i::~~l:::::::::.:h::: ::: ::::~

~~ lJ of building or maintaining funds in any of the special trust func1s
~Jl~ established and defined under Sections 501 and 502 of the Indenture,

~I- subj1tct to, t.ho provisions of SUbsection (2), following_

(2) Operator ahall not be required to eatablish
or collect rates, rente or charges for the purpose of making eny pay_

ment~ required under the Deficienoy and Su~rdination Agro~mant, or
for the purpose of building or Ir.aintain.ing funds in the Subordination
Agree.ilent Account oastllililiGhedby Sections 501 and 502 of the Indantur.-G,

,~,. 0

until all principal, interest, premiumsand admin.istrative expenses

dua or'owing on tho bonds, and all Hahil! ties arising out of or con-
nected wi~~the ~dministration or enforcement of the Indenture sh~ll

Or

have been paid in full. This provision shall not limit the obligation
of Operator to provide for the payment of any additional sums Which
may become due under the terms of the Deficioncy and Subordination
Agreament atter August 6, 1971.8S a result of a default by Operator
under this Sublease, nor the obligation of Operntor to provide funds
for the payment of sums due under the terms of th$ Defi,oiencynnd

t
t
!,
I
f,
I
I
j
l
I,,

-9-
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Subordination Agreement ~a of A~9ust
c; , 1971 onee all other indebi;;Qtl_

noss deocribed 1n the firet sentence of this subparagraph haa baen paid.
(0) All payrr~nta required to pay tho following expenses

of Lassee:

(1) all taxes chargeable to L~ssee of any nature
whatsoever,. including, but not limited to,'excieo taxes,. ad valorem
taxes And grosS receipts taxes levied upon Site or upon said facilities
or Upon Lessee's interest t;herein, or Upon the opeJ:'ationtharc<)! or the
rental 1ncQme derived theref~om cxeep~in9 State and Federal incom3 taxes;:' .'.

~nts, i,f any 1 and
(2) ad valorem and sp~c1fic lien special ~Gaess-

premiums and fees and e"-penses of the Trustee a~ bUdgeted yearly by. ;.~. .
the L~s8ee,

(c) All payments required to meet any obllgat1on$ofthe .Operator which are charges, liens, enc~~rances upon or payable

(3) administrative expenses inclUding insurance

I~

I/l~ from the revenues of th~ faoilities· incl\'ding the moneys payable toV f' . (.~)
!. City under s""Uon 9(~) hereof, I

~
\\il!!'- - Id) All current .xpense. tor the nee•• eary end re"on- ~iV~.i~ . i
.. able Blain"nanee end operation co.t. of the facilitie.. I

I

I
!
I
I
i
t
I

!,
i

(e) All expanses necessary for thG en£orcem~nt of tho
Subleaee by Lessso or?,rusteo.

(f) Without limiting Operator's Obligations to ~~ke
1:hec~ar9'es prcGcribed under the, provisions of subsections (a) tJu:ough
(e), above, Operator further cO'V'enants that suoh rates, rents t4'ld,

charges tob~ presoribed, revised and collected by it shall be at leastt -'.- - ._ ..•
;.. . .

equal to 12St of. the L'JJl!:Ountsreciuired 'under subseotion (a},

on tho part of opQrator to prescribe, revise and COllect rates, rents
and chazgas'sufficient to equal 125' of the amounts requ~red under
SUbsection (a) a~~llnot constitute & defaUlt under t~is eUblease.

-10-
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Section 9. Rent.--
Operator shull pay the following rent.s co~~encing August

£' ' U7la
(a) The rent whioh Operator shall pay the LSBsee

shall be a sum sufficient to pay the items apecified in Section Sea),
~b) and (e) above. So long sa any indebtedn3sa on or arising out of
the Leasehold ~~rt9age Donda 1saued by Lossee is unpaid Operator shall
pay annual ~ent of not less than $430,000.00, wh~ch sh~11 be pay~ble
not less then $15,000.00 par month, in advnnce, on the eighth day of
~mch month, ~nd'not less than $215,000.00 during each six-month
period. For purposes of this SUbparagraph, the six-month parioda
referre~ to herein Elha.llend with the pa~nts due on the eighth 6ey
Of, each Janunry and each July.

It 10 undustood and ~9reed that Operator is obligated to
pay to Let/see 6\8 rental suoh S\.Ul\S ae are needed from yea!:'to year to
~eplenish .the deficiencies, including those exiGt~~g as of the d~te
hereof, if any, in those certain aocounts (Debt Service Fund, Aih~iniG-
trative ExpGlIU'l9 Accou..'lt, l-1& 0 Resar/a Account, and Rontal Re.;;orva

Aooount) established pursuant to Article V of the Indenture (collec-
tively oalled ~Indenture ~~ds RentalV herein), but that payment by
(?perator to LesSGe of said Indenture FWlda Rental shall be p.oetponed
so long as Operator is nct in default under this Oparating Sublease
and quarentor 1s not in default, under the Guaranty and Pledge A~reement
entered into as of this date between' Graymont, Ltd. as Guarantor,

I
I
I
I

!

~ssee and ,Trustee.
(b) For aaohof the sublease years commencing November

.~

t,

I
I
~
1,
~,

. .8 of 1971, 1972, 1973, 1974 and 1975 Operator £ha11 pay Lessee addi-
tional rent of $20,000.00, all of Which, howevor, shall be paid
ooncurrently with the execution of this Sublease.

(e) So long as any1ndebtedne$s en or arising out of
the Leasehold Mortgage Bonds issued by Lessee is unpaid, Operator shall

-11-
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pay to Lessee 25~ of the Net Receipts of Operator, if any ,~.for the
.fiscal year ended on Ule next preceding Sept~ber 30 as additional

rent for the purposo of nccoleraUn9 bond redsmptiono "Such additional
. .

rent s~~ll be paid on ~~rch 1 of the year succeeding the fiacal Y0a~ to
which attributable, Nat Receipts of Operator are definod as' gross re-
ceipts of Operator lesa the amounts sot forth in Saotion 8(a) to 8(e),
inclusive, of this Operating SUblease. Should the additional rent to

be paid pursuant to this subsection not exceed $10,000.00 for any
.fiscal year, no ouch ~dditional rent shall be paid during that year.

(d) In the event that there is any SUbordinated ind6bt-
ednoss cre~t~dsubsequent to August t;, 1971, on July 1 of each
year in which any such subordinated indebtedness shall be outstanding,
Operator shall ro..a)wn plAjjT.lGnt. on tile principal amount of t.ha subordi-

"

n&ted indebtednoss at the time outstanding in an amount aqua'. to SO,

of Adjusted Net Receipts of Operator for thefiacal year ended on
the naxt preceding Septe~ar 30, such payment to be made to Lessse.
For the purpo@es of this Operating Sublease, Adjusted Net Rac~ipt8 of
Operator are defined as gross receipts of Operator les9 the arno~nta
set forth 1n section 8(a) through See}, inclusive, of this'Operating
~bleaee, provided that the amounts to be paid on the principal
amount of Subord1n~ted Indebtedness pursuant. to seCtion 8(a) of this
Operating Sublease and to Section 4(b) of the Deficiency and Subordi-
nation Agreement shAll not be deducted from gross receipts. As to
all s\wordinat~d indebtedness ex!at1ng on August 6 ,1971, Opsrato~
sha11hav0 no obligation to make nn~ paymontn to Lea2ee on account
of principal or interost on such' 'indebtedness \3ntil all princlpal,
interest, premiums and administrative expenses attributable to or
conneoted with the bonds seoured by the Indenture have be~n fully
satisfied. At such time Operator shall comm~nce makin9 paymGnts on
all subo~dinated indebtednens as providod in the preceding portions
of this subparQ9~aph (d), and Ghall continue until all subordi~~tea
indebtodness, principal and interest, shall have been paid.

-12-
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(e) ~he rent which Operntor shall pay to City as re-
quired by Articles III, subsection 2 of the Gro~~d Laes2, and which
shall be paid at the office of the Tr.easurer of The City of san Diego
for that. portion of the l~a~ed pramia~s utilized as and for a parking
lot, as F~nthly ren~ shall be a Dum computed as fol1owBz

.~
t

,. ,
i

(1) Until Nov~nbar 8, 199n, the S~ of $2,1~S.OO
per m~nth, payabl~ mon~)ly in.arre~rson the ~i9hth day of each

mont,h.
,
I',

(2) From l~c)'\'ember8, 1990 to NOV<J)!tJ,)ez 8, 2000, the

.minimum mont.hly rent for the parJ:!ng area shall be' redet.e.n:d-nedin
the manner pXQvidod in subsection (e) (5) hereof, and the rent shall
be that sumaG rede~er.nined, payable monthly in arrearo on the eighth

day of each month.

(3) From HO·Jombcr S, 2000 to the expir.:1t.icm of

this sublease, th$ tld.nhtum monthly rent shall be again radot.endned

in the ma~~~r provided in aubse~tion (0)(5) hereof, E:nd tho rent shall
b:3 that sum as redatermlned payable ~.onthly in arrears on the eighth
day of each :;oonth.

(4) CO!llll\oncingon August b, 1971 tho rent
specified ll.ooveshall be supplemented by:

(1) 5~ of the first $100,000.00 of gross
incom$ derived annually from the operation of the parking lotJ plus

(ii) 10% of the next $100,000.00 of gro~9
income.~orived annually from the ope~ation of said parking lot, plug

(iii) l5~of all 9r059 in~ome derivsd annually
from the op~ration of said parking lot above $200,000.00.

(iv) For purposes of comput.ing the gross
income derived ~~uA11y from th~ operation of the parking lot, tho
annual yoar shall commenCGon August . 6 , 1971, and .exter.d from that
date to AU<jU13t ::f", 1972, and ahall be· considered to be frcn

I
I
L
I

!
I
I
I
.1
t
I,

f
!
!
I•,
I

1
i

t
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Augv.st t: of any year to August .5' of the following year for

each year the~eafte~.
(5) The method that shall be utilized to redoter-

m1.."ls the rent dua t.heCity on November 8, 1990 and Novct>Jber a, 2000

shall be as follo~sc
Each party horoto shall s~lcct a real propart.y apprAiser,

and the two'appraie~rs shall then select a thirdappralser. City
and Lessee Ghall constitute one party and Operator the other psrty.
If City ~d Lesnee are unable to agree upon an appraiser the ~elGc~ion
of the City chall be controlling. All appraiaors shall }~ qualified
independent fee appraisers who havo been awarded the profct.s1onal
designation "M.A.I.," or its equivalent, if the M.A.I. designation
is no longer in exiotence. The Appraisers shall make one appraisal of
the fair market value of the land as vaoant :I..andwi thin an a~4··1~ zone
classification, takinq in£o account the utilization thereof es of the
time of the appraisal. The yearly mL~imum rent for the aoreQ9~
utiliz~d for ~kin9 lot purposes shall bo one and two-tenths per
cent (1.2\) ~~r annum of the fair market value as dete~lned by the
single appraisal of tho three independent fee apprai9~ra. The cost of
the appraisal GhAll be shared equally be~~roen the operator and City.

City, acting through its City l-lanaqor,and Operator may,

as an alternntive to the fore90ing~ mutually agree on~he fair ~nrket
value' of the land &:!l aforesaid so as to avoid tlle necessity of incurring
'the expanse of said appraiaal, but 1n the absenoo of their voluntary
agreement, the provisions of the firot paragraph of thio article shall

bEl appu.cablG.

!,
i
I
i
I·t
I
\

!

I·-r-

(6) eGrosG income- as used in thisSuhleaee to
det~rnin9 rent payable to city shall inolude all income resulting
from automobilra parking operations. Gross income, however, shall not
includo fedoral, utate or m~~ic!~~l t9~~ coll~~tad from th~ consumer.
as 8uch taxGS (regardless of whether the ~unt thereof is stated to

-14- ,7
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the consum~r aD a aop~r&te charge) and paid over periodically by

Op~ator to a govarnreental agency accompanied by a tax return st&te~
ment1 but tha amount of such ta:ros sh~,ll be Bhown on the books and
reco~ds elsewher~ heroin requested to be maintained. ~fuenever the
rent hereunder is dependent on percentage calculation of gross income .
accruing from Operotor, OpGrator shall keep Og c~uae to be kept: true,
accurate and complete rocords from which City and Lessee can at all
times determine the naturo and nmounts of incomo subject to r.ental
p~rcentago from the Of~ration of the parking loto Operator shall
!esue serially n~bered tickets or use other mutually aoceptable ac-
counting Gyst~~afor eaoh paid parking cha~se end shall keep ad~quate

.records of· said serial numbors issued and of th(H1eunused. Not later

t.han ths fiftee.,..thd"y of each month, Operator shall render to Cit-y

and Lesaee a de~iled Btatament es to the souroe of the roceiptB
showing all money accrued and salee ~de during the preceding mon~"
together with tho amount payable to City no hex:ein prc'li'~.dcd, and Ilhall
accompany flamovith a re..nittanca of t.hemoou.nt so shewn to ba dUG

Cit.y. City and Lesnee shall, ~~rough its duly authorized agents or
J:Gpresontatives, have the right to at any and all reasonable times
examine and Qudit:.said reco::ds for the pl.!%'poseof radeter.n!ning the

I

I
I

"

I

I

I
!

I
I
I
I
i
i:,

accuraoy.thereof.
In no event shall the City recei~e less than tha rental

prov!dect for in subseotion 9 (e). horeof, a.ndthe failure of Operator
t.o Pay .:the rental shall oonrstitute a'clafaul'tby Operato~.

~eotion 10. Insurance Risks
. ,

~ator shall not usc, or permit the Projeot, or an~' part
theroof to 1>0 used, for any puepoee or purposes other than tha pus:--
pose or purposeG for which tha said Project' is hereby '.eased. Unless

included within the said purpo~es or necas$arily inoident thereto,
no use shall be made or 'permitted to be l\'l2.doof the Project, nor &cts
done, which will lnareaae the existinq rate of insurance upon the

-15-
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facil~ties, or CRuse a cancellation of any insuxanoe policy covering
said facilities, or any part thereof, nor shall any art.icle whioh
may be prohibited by the standard f01~ of fire insuranca policy be or
be permit.ted to bG kept, ussd, or sold in or about said facili.t.tes.
Commencing August h, 1971 Operator shall, at his Bole cost and--

!
I

I
t.
I
t:

I
I

I
I

I
(

!
f
i
I
!
I

I

exp~n~0 comply with any and'all requirem~nts pertaining to faoil!tios
of any insurance organization or CiO!!lpanynecessary for tho mainten~"lce

of reasonable fire ~~d pUblic liability insurance cov0ring Gaid
buildings and appurtenanoes, Md shall comply with and perform the
oblig~tions of Lessee imposed by Artlclo VII of the Ground LeaBa.

Soction 11. Assignmant
Operator shall not assign this Sublease without W1:1tten

consent of City and Le~see.
section 12. !!otioeo, Ci t:L ~·EJ?roval

-!anYnotiee required t.obe given chall be served in tho
following msnnera Upon City by 2Grdng the C~ of the City
. . /personally or by registered mail addresssd to tho City Clerk of the

. (
\City, Cit.y nall, san Diego, California, or suoh other place, Sf) lM.y

hereafter ba designated in writing by City, and upon Operator by

serving tho cacretary thereof (or such oth~r officer a~ Cparator
may direot) personally or by registored ~4il addressed to said
Secretary (or other offioer) at such place es Oporator shall hereafter
designate in ~itin9.

Wherever in this Sublease the approval of City is required
for any proposed sublease, contract or schedule provided for in or
required by Section 7 hereof or fo~ any other propos~d doouoentunder
this Sublease Lessee chall file the afoZ'e~id with the City Co\:ncH.

.... -"'"

I
I
. I

I
!
I
;

i

I
I
I
I
i

I
\
\
!

with notice of the action proposed to be taken in connection thcrcuit.~,
and ~;::e=.s=.s....:sa::.::;i::;d:.....:C:.:1:..:t::.!Yl.....:CO:.::.:un==c:.::i:=1-=d.:l:.l3a:p::·p~r::o:.v:..:e=n::..~th=e~a=f~o~r~e-=S.=B.=1:d_W=i.:th~i::::n=...:t:l:.:.:ll::.:t~·t~y~·
days of tho fil1n9 thereof the same shall be deemed approved; provided,

-16-
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howevei, that said Co~~cil may approve a shorter time within which to
so disapprove •

.Section 13. Operating Hamoranda
It is recogniaed theta close degree of cooperation will be

required to that management, operation, maintenanoe andrGpair of tho
.Project can be well conducted. It is !urtller realized that eA~erienca

. .
will der.'onstrete changos that will be reCJuired in the rnethods of
management, operation, maintenance and repair and that a certain degroe
of flexibility will be required; and it ie to preserve such flexi-
bility that certain items have been covered in this Sublease in
generalterma o~ly with the understanding that details ~ere to be ~et
forth in ~operating memoranda" or have been roferred to in this
Sublease as being set forth in an aoporating memor~ldum.· Each
operating memorandum which relates to the matter of contrel in Section
7 hereof shall be approved by City and shall be attached hereto as an
addendum and become a part hereof and may be changed and. amended from
,time to time as necessary w~th further approval by the City. Any
other operating memorandum may be entered into by thSl Lessee (or
the ~rustee in place of the Lessee if applicable) and Operator
without the consent of City.

Section 14. Financial Require~ents
Operator agrees that it will observe the follo·,.,ingconditions:

(a) Operator shall have and maintain at all timea during
this Sublease minimum working capital of not less than $50,000.00;

(b) In the event that Operator has not complied with

the minimum ~~rking capi~al restrictions set forth in subparagraph (a),
above, 0::' this Operating Sublease has been declared to be in default
by Lessee and the default shall not have been re~dicd by Operator,
Operator shall not, without the written consent ofLE:~see:

(1) Declare or pay any dividend or ~4ke any
distribution on its stock or to its stockholders (other than

-17"
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dividends or distributions payable in shares of stock of
Operator), _

(2) Purcha\se, redeem or ot.'lenliae acquire or
retira for value .an~.share9 of its· stock, .or .

(3) Increase the salarios, bonuves or other
forms of compensation paid to the principal .officers of Operator •

..(c) Optirator vil1 not czeace or assume any mortga90
on real property (including, without limit~tion, the Operating Sub-
lease), its personal property, asaets, effects, undertakings or good
will. It is agreed between Lessee and Operator that any advnnces made
by persons holding concession contrects, subleases or other types of. . . -

agxeementa shall not constitute long-term debt for the pUrpo3C of
this paragraph.

(d) Operator may create long~~orm debt in an amount
not to exceed $500,000.00, provided that such long-term debt shall
be subordinate to Operator's obligation to pay rent to Lessee.

(0) Opera~or mny create short-term debt from banks 0:
other types of financial institutions in ~unt~ not to exceed
-.$500,000.00.'

Section 15. Financial Statements
Operator agrees that it will annually, within 120 days

.fter the-close of its annual accounting period, provide Lesaee and
~ity with audited financial statements of itG books and accounts for
·the preceding year, prepared by a nationally known and recognized firm

- .' .
:of certified public acco~.tants.
'-.. ;.Operator fur~he:t'-agreas..that it will.provide Lessee and
~City quarterly financial stateF~tsof its books and accounts, pre-
pared without audit, within 4S days after the c1050 of the quartorly
accounting period •

.,
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I Section 16. Ro~edias of Lessee
In the event.

(a) that Operator shall default in the pe~formance
or fulfillment of any covenant or conditions herein contained on its
part tobs performed or fulfilled and shall· fail to cure ·ouch default
within twenty-five days following the service on it of a written
notice from Lessee specifying the default or defaults complained of
and the date on which its rights hereunder will he terminated as

horeinafter provided if such default or defaults i~ or are not cured, 07-

(b) that Operator shall file a voluntary petition in

bankruptcy, or

(0) that·Operator shall. be adjUdicated a bankrupt, or
(d) that Oparator shall make a gene~al aBsi9n.m~nt for

the benefit of creditors,
than and in either or any of said events; Lessee may, at ita option,
without; further notice or demand upon Operator or upon any per non or
persons claming by, throlJ.9hor under Operator, immediat.ely cancel and

terminate this SUblea~e and terminate each, every and all of the
rights of Operator and of any and all persons claiming by, through or

'under Operator in or to the Project and in or to the further possession
thereof, and may thereupon enter into and upon the Project and reposeea~
the same and expol Operator and any and all parsons claiming by,
through or und~r Operatoro The rights and remedies of Lessee as
hereinabove set forth are cumulativaonly and shall in no wise be
deemed to.limit any of the other provisions of this Sublease or other-
wise to deny to Lessee any right or remedy at law or in equity which
Lessee may have or assert 'against Operator ~,der any law in effect at
the date hereof or which may hereafter be enacted or become effective,

I
it being the intent hereof that the rights and remedies of Leosee,
as hereL~above sat forth, shall suppler.~nt or be in addition to or in
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aid of tha other provisions of this Subleaoe and of any right or remedy
at law or in equity which Lessoe may have against said Operator •.. .

Lessee shall be entitled to recover from Operator all damages
authorized undor California Civil Coda Section 1951.2 as it r~ad as
of July 1, 1971. The damag0s Lessee may recover include the worth nt
the time of any award of the amount by which the unpaid rent for the
balance of the term after the time of a\'1ard,or for any shorter period
of tiw~ sp€?ified herein, exceeds the a~~unt of such rental loss for
the same period that Operator proves could be reasonably avoided.

In the event of any breach of this sublease and the.abandon-
luent of the de~ised premises by Operator, Losseemay, at its option,
decline to torminata Operator' e right to possession, in'\.1hich.event
the sublease shall continue in effect for so long as Lesseo does not
terminate Operator's right to possession, and Lessee may enforce all
its rights and remedies under the sublease, inclUding the right to
recover the rent aa it becomes due under the sublease.

Section 17. Miscellaneous.
The paragraph headings contained herein are for conven-

ience and reference and are not intended to define or limit the scope
·of any provision of this Sublease.

If any section, subsection, sentenoe, clause or phrase of
.this Sublease, or tho application thereof, to either party, or Emy

other·pcrson or circumstance is for any reason held invalid, it shall
be deemod severable and the validity of the remainder of the Sublease
or the application of such prOVision to the other party, or to any
person or circumstance shall not be affected thereby.

To the roctent not otherwise provided in the Ground Lease
or the Operating Sublease Op~rator shall be subject to all of ~~Q

provisions in connection with operation of ~~e Project contained in

I
i. I
I

th~ Ground Lease.

-20-
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IN WITNESS WHEREOF, Lessoe haa caused this Sublease to bG
executed by ito officers and operator has caused thin S\\blease to be

executed by its officers aa below set forth.
De-tedz __ .:.:(j;;;;;~;;;':''/.;.;,.J.'I'-o;- ,(.;';;'~";'#J.\ _-....;;;(.?;...~ , 1971.

/.

SAN DIEGO ARE~"\ LEASE CO!'U?lI.N'J!'

" '

ny....;:::;Il;-:Ii~~;;;...:::;;;.;.....;.~~ _

0"" BY' ~,'2. ~-j\?

(Senl)

APPROVED a

.,':'"

:.~.. '~"-.

BY ~::"I"':-_:T__.:___----
cIt.y Clerk

Date of-ex~ution
~ day of _~+~*...;.-__, 1971.
_Approved aa to fo:i."mElnd 1egnl ity .-
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Por t Ions of .Pl,lebl<L.1Q:ts..24l;o.:242, 259, 276, 3ll·~.1l2, 313 and 338 'oJ the
Pueblo Lands of San DiegO;--irt-the:'Cft:y-of San Diego, County of San. Diego,
State of Cali,(orni.a, according to Hap thereof madg_QY..James Pas cce ; a copy
of which s afd Map was filed in the Office of the -Coun ty Recorder of .San
Diego County, and known as Niscellaneous Map No. 36, TOGETHERHITH 'Lot "A"
and a portion of Lot "B" of Pueblo Lot 339, according to the Partition Hap
thereof on file in the Office'of the'County Clerk'of sa~~ County, i~an
Act:l.on entitled "Steele vs , St ee Ie ", Superior Court, Case No.: 5620',:"TO-
GETHERHITH a portion of Cas s and Me ElI"ee Subdivision,' according to Map
thereof No. 1581, filed in the Office.of the County Recorder of San Diego
County, 'describ"ed as follows:' . . "-

Commencing at the point of intersection of the Southeasterly line of Pu~blo
Lot 312 wit,h the Northe r Ly line of Frontier Street;. (now Sports Arena Boule-
vard) as described in deed to Frontier Enterprises,:·Inc.; recorded Harch 5,
1941 tn B,ob~.1)~3, Page 320 of Official Records 'bf San"Diego "County; , thence
Nor theas ter l.y along said Southe.aste):ly-:line to a point of intersec~~on ..,ith
a line which is' distant l5;0~-feet:-N6rtHerly, measured at right angles to
the Nottherl..Y...line··.6f §aid ':Sports Arena Boulevard; thence South 77~ :23' 46"
East, a distance-of~3j152. feet to the TRUEPOINT OF BEGINNING;thence North
12° 36' f4"'East; a distan'ce-of 476.74 feet;,·thence North 36° 37' 26" East,
a distance of 246.~9 feet to the Northeasterly line of said Pueblo Lot 338;
thence North': 53°, 27' 34" West.,_a _di.~~ance of 25.00 f ee t to t~"most Northerly
corner of said Pueblo Lot· 3.38; thence' S('-iTtlr~36:~37' 26" Wes·t' along ·the North-
westerly Lf.ne of.. Pueb10-Lo()38, a distance of:2)3.40 feet to the most East-
erly corner' of" said 'Lot "A','; thence North 530 27 '4,4.,.',·'West along the North-
easter·IY: Lfne of said Lot "A", a distance of 233.41 feet to the most North-
erly corner of said tot "A"; thence South 36° ~3' 41" West along the North-
wester1y)i..lliL.of said Lot "A", ·a distance of 74'.98 feet to a point distant
North 36~.33,' li.l""'E"'as t!-158 ..40 .f ee t froni the most Westerly corner of said
Lot "A";' t~nceNorth'S3° 27' 19" West, ,233.43,.feet to a point in the
Northweste'rIy line of P'iieb10 Lbt 339 distant SO'ut'h 36° 36' 21" West, 308.33
feet fr~m the most Northerly corner of said Pue~lq Lot 339; thence ~orth
36° 36" 2i" East along the Nor'theaster1y line of'.:Pueblo Lot 339, a distance
of 301.33 feet to a line which is parallel with and 7~OO feet Southwesterly
of and measured at right a~s' to the Northerly pj'o Longat Lon of the North-
easterly line of said Pueblo LoC339';-then.ce al_cmg said parallel line North
530 26' 49" West':: a distance of 786.16 fee:t.::to',·a::tl'bfnt In the Southeasterly
line qf Kurtz Street as dedicated by Reso1utiQn'::pci: .. 19'7563 of the Council of
the City. of San Diego, a copy of which was':,r,eccirded July 3D, 1969 as Document
No. :1~7836 of Official Reco rd s j . thence a10~g:;.th,~.)_ouyrda.r~~.!?_f.said K~rtz Street
~{l. follows:; ";""':'," ....\,. "- '.

_ s;t:~~i36° 32' 31" West, l'distance, of 5.00 feet; N'1ir\.'h·:~~ 26\ 49" \~est, a
,u..}I~~:ance-of....3.o.7~~~et to the beginhing of a 300.00.Soot.':radius cuo/e, con-
. cav,e ,Southwesterly; ana-I-Jesterly along the arc of said cur,ve to and 'along the
So~t~~riY-;line of Hanc09k Street dedicated by saidires~l~ti.on, throJgh a c~~tra1
angle of 39° 03' 30" an arc length of 204.51 feet; thence South 26° 51' 31" west,
a distance of 393.88 feet; thence South 12· 35' 00" West, a distance of 968.25
feet 'to said line w\1ich-':i:s"pal'sllel_""Jth and--15_.00-l'eet Noz:ther1y of the North-

..-, \ erly':line-:.of. Fronti'er Street; thence a16ng ..:ifafd 'parallel line South 77 0 23', 46"
'''East;. a dist~n~'e of 402.50 fe.et: t:hence~North 12° 36' 14" East, a distance 'o'f
150.00 feet; thence South 770 23' 46" East, a distance of 150.00 feet; thence
·~outh'~·12.~-.36' .14·~1 ~~est,.-a-l3:(stancf: of 150.00 feet: tht2nce South 77° 23' ~G"
E'a~t, ·a·~'dt-$tan'ce·orI~O~Z.l1 feet to the TRUEPOINT OF BEGD1NING. .

\. '\ r ••'" -" ", -'-'-,,'~'",
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:~>":-- :,~.J:.c i 'The ,parties' .to'this memorandum care and have

been : cooper ati~ginthe;execution ·of· cer.tcti'n' 'd6cumenti,f 'nece s -'

sary forthesubst1.tution··of .san Diego Enter.tainment, ,Inc.,, '

\.

hereafter. referred .to as "Operator , " as .thenew .sublessee of

tb;,e .sar, Diego-InternationalSportsArena.

: 2. " O:ncbn'Summa'ting~thEtabove= 'transac:tion,: ::.t-he,:

inst.r:ument·s·:nst·ed :b.elbw:are·-be1:!lg~·exe'cut·ed·ai1.d de-Evered by

c.:-:c-: .:: .. :.::;o;··.·(al': NeW·opera·d!l9'··sublease between: San Di~go

Aren~ Lease company:> hereafter referreci"to·a·s·:·:nArena ...., ":"a's

. '

Gra.Ym0i1.t:~·Ltd.,and Arena In favor of Southern California. '

First Nationai: Ba~k:~·::a~:·tru~·t-e:Ei:;·here·afEer:'refer?-ea:-'to' a'-s'
.'

II - - . - . '.',:'1' ~ .. ., .-. trustee,," -- ,': -'.
..' ' ...(. _.
:"~ : .•.::" "."'::.":''':: ·:.·<,~_:_I _. J .-.'

, , . ;ti::) :..Siibordina:-c'ioh':'~gteeInent.: 'eX:eciit~ed;'by' ::

tius tee:·suDordinid:.inci the:'i:nden:iiireto"the ·ri~\.{ope'r ating
. ;~\y. . . .. _ ..... _ .. ~ . .. _.... _._..1._ ..... _ .f?"_'." . ._._ • ,". _. _ _ _ ... '.: .:' ~.

.sublease, and "consenting to the execution .of the' new operating
• , • .J '. •..

sablease-.by.'Ar~ha:, and': bper~tor .=:- -=:-" :-:::- :. ':' '.:' ~ ,0,::/ .:.c- "':- ~ ,

(-I,' -,-,---" .::y- .... - .•. -., ":"",", •... ,~----- c.-,~. .:::... :.",.:..- :.-. '-.
. '''Cd) iJWaiver:..o'f"'R'ights.~aniVCbhsefit-da·Eed· August. / .

lfi>,Ci97{·:executed0.jjy:union Oil:'cO,m~afi~'::o'f::biEfbrhla:-, ..
/

Arena. !
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/
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hereafter refe~redto as ."Union,'" in favor .of Operator and
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(e) Letter of July 28, .1971 from City of San

Diego, hereafter referred to as "City," to Graymont, Ltd. _/

re use of certain perspnal property, accepted by Operator.

(f) Second amendment to Lease Agreement be-

tween City and Arena, dated A~gust~, 1971 and executed

by Arena and City.
(g) Second Supplement to Indenture of Mor~gage

and Deed of Trust by and between Sa~ Diego Arena Lease /

,/

.Company and First National Bank of San Diego, trustee, exe-

cuted by Arena and trustee, dated August .~, 1971.

(h) Second Amendment to Lease Agreement be-

tween City and Union-Breitbard Joint Venture, dated August/

~, 1971 and executed by Union Breitbard Joint Venture

and City.
(i) Quitclaim deed executed by Union-Breitbard

Joint Ventrue to City dated August ~, 1971.
(j) Letter dated August 2, 1971 from Arena to

'. Enterprises requesting surrender and subordination.
(k) Surrender and Subordination Agreement dated. .~'

August ~, 1971 executed by .Enterprises and.Arena.
(1) Letter from City to ~ena dated August 2,

1971 consenting to execution by Arena and Operator of new

operating sublease.

-2-
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(m) Dismissal with prejudice of Southern I

\California. First NationaT Bank vs. Robert Breitbard, et 'a l .,
I
I

.' , ,
i

San Diego' County superior court No. 326266 and Southern v'
,

California First Nationa:1Bank vs.San Die
orts Enter rises,

et al., San Diego County superior Court No. 326231, executed by

Gray, Cary, Ames and Frye, as attorneys for Southern Cali-

fornia First National Bank.
3. In addition to the execution and delivery

of the documents listed above, Graymont, Ltd. has heretofore

delivered to Arena for the account of San Diego Entertainment,
. .Inc.'$lOO,OOO~OO, and concurrently with the execution and

delivery of the instruments listed above Graymont, Ltd, is

to deliver to Arena the collateral required by the terms of

the Guaranty and Pledge Agreement.
4. Each of the undersigned acknowledges receipt

of 'a copy of each of the documents listed above, and ackno
w

-
, .

ledges that it is familiar with the contents thereof.

. ','

SAN DIEGO ARENA LEASE COMPANY

.By (i.1I.;J~~---
SAN DIEGO ENT~INMENT, INC.

By /fd~4~Ze~-'Y
CITY OF SAN ..DIEGO

V?;'
By // y. ,/

SOUTH~RN ;ALIFORNI~~iRST NATIONALBAN~lZJl!. 11'
By ~(,{~ Cir;;.(J?

I:

I

".
"l~,;
:i
r

. ,

"
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UNION OIL ,COMPANY OF CALIFORNIA

By k::t". (?a''h-.F
. /) () ,

GRAYMONT~. ifo-: ~
By" .. //~~~_. z -----:::2 .. p~ ~'<'.:?--7_c_%L'·~'·

I
"

I

1

J
)

( !
!

'.

4

,-

1

- J
'"';1

-4-

\" ~\. ";"" ,- . ,,' " -' r ; '; .~
....'-,~

. <,.. • ""\.

_ -~_ --_ ..---- ~~-;-._.---_ .._--- --------- ----------- ------~~-'------~_._. __ ._---~-_._._'--'----_. -, ..._- ... -. ----;-" -

...~'t"--- ...-~-.---.----._.-.._-_._- -..-----_.. .-_.._--'. .- - --_ .." .-_._- --- -_ .._,-_ .._--_.~_.-----------_._ ..~.-_.,



f "<,...
••t?'.. .t IS-- ....

I-,J

. '.
·GUARANTYANDPLEDGEAGREEMENT

. . "-'", .~.," -- ..._... - -" .. - ".

?If
."-~. -'- .. This' agreement is entered into as of the. {.~

day ofaltt-;c.JY 1971, by and between SOUTHERNCALIFO',~HA
I

FIRST NATIONALBIll~K ("Trus tee" herein), a National BankLaq

AssoCiation, "o:i:-gimized and existing under the Laws of the

United'States of America, with its principal place of busi-

~ess:located at 530 "B" Street, San Diego, California, and

GRAYMON'l'LTD•. ("Guarantor" herein), a corporation, organ-

ized and existing under the laws of Canada with its princi-

pal place of' business located at \);~(..;ty() '/,/-;-:'1 liri'-u#6-Y'"
~16n:f:reali:pro.;j-ince of Quebec, Canada, and SANDIEGOARENA

LEA5E:'C0I1PANY("Lease Company" herein)', a California non-

profit corp6ration, with 'its principal place of business

16cated'a.t"220J: tie S. National Bank Building, San Diego,

@arif6rnia~:with respect to the following facts:

~.~;-' ~" ';"::.=: .: .. - .:.':: FACTUAL BACKGROUND

._~:.~: ':'::A." Southern California First National Bank is

Tr~stee'und~r~that certai~ Indenture of Mortgage and Deed

of Trust riiiridentureU herein) dated September 1, 1965,

Det~ieen:I:.ease -Company and First National Bank of 5anDiego.
" ,

::-,50""':>'=':'':'''-B. :;':,indenture provides security for the repay-

ment by Lease Company of leasehold mortgage bonds in the

pfincipal~am6unt of $6,400,000,. plus interest thereon and

&dItinis£ratfve:expenses, as ~s set forth with particularity

-!:Ji '-"s:aid:·b6ndls·=,andlndenture. Said prinCipal amount,

interest and administrative expenses shall hereinafter be

/ i~fefr~d fo'as ubonded indebtedness."
"; .-' - - .:.", - C: As'of the date hereof, Lease Company and

~ari:'Diego ~Entertainment, Inc., a California corporation,

"~--------_._-----..._------~----_..----_._-~----~--.. - ~- ...- . - - _. -_ .. -
'., .

___ ~~_..!...'!.!_ -'--------'---~_~"' •• .',~,. ce- .• "I'~.,--, ~--,--",-""~~·-~··r.,--<,,,-,:.~.'"". .'.~,-,,(~~._.~~..=.:,.'..-="; --,' .'.~ .. ~.' ~~~~. 'c..', ---,-",",
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r>., \,J
'("Operator" herein) have entered into an agreement known

as the San Diego Sports Arena Operating Sublease ("Operat-
'\"

ing Sublease" herein), wherein Operator is given a lease-

hold interest in the Sports Arena facilities.

D. Pursuant to the Operating Sublease, Operator

is obligated on terms and conditions specified therein',

among other things, to pay to Lease Company as rental:

(1) such sums as are needed to pay all interest

on bonded indebtedness; sinking fund deposits, and admin-

istrative expenses as provided for in the Operating Sub-

lease and Indenture ("Minimum Ren'tal"); and

(2) a percentage of net receipts as specified

(3) sueh sums as are needed from year to year to

replenish the deficiencies, if any, in those certain

accounts (Debt Service Fund, Administrative Expense ACC?unt,

M & 0'·Reserve Account, and Rental Reserve Account) estab-

lished pursuant to Article V of the Indenture (collectively

called "Indenture Funds Rental n herein) •

TBe aggregate of the Minimum Rental, Percentage

of Net Receipts Rental, and Inden~ure Funds Rental will

hereinafter collectively be called "Rental Indebtedness."
, ,

E. In lieu of Lease Company requiring Operator

to make payments necessary to replenish th~ presently

existing deficiencies of Indenture Funds Rental, it is

hereby provided tl1at Guarantor will deposit and pledge

to Lease Company bonds or other securities satisfactory

to Lease Company having a current fair market value of not

less than $740,000.00 ("Collateral" herein). Payment by

Operator to Lease Company of, Indenture Funds Rental shall

be postponed so long as neither Operator nor Guarantor is

- 2 -
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in default on any obligation under the Operating Sublease
or this Agreement.

F. Operator has required that Trustee give its
approval of the Operating Sublease as.one of.the condi-
tions precedent f~r the consummation of such 'lease'agree-
ment between Operator and Lease Company. 'Lease Company
and Tru~tee would not approve said Lease Agreement beb~een
Lease Company and Operator but for Guarantor entering into
this agreement. Lease Company would not enter into the
Operating Sublease but ~or Guarantor entering into this
agreement.G~arantor, owning a substantial portion of the
stock of operat.or, is materially benefitted by Trustee
approving said Lease Agreement and entering into this
Agreement and Lease Company entering into the Operating
Sublease •

.WHEREFOHE, the parties hereto agree as follows:
1. Guaranty. For valuable consideration, and

subject to the conditions set forth herein, Guarantor here-
..

by unconditionally, absolutely, and irrevocably guarantees
the prompt and timely performance by Operator of each and
every ob1ig~tion ~ndertaken by Operator in the Operating
Sublease including the obligation to pay Rental Indebted-
ness; provided, however, Guarantor's maximum aggregate

)

liability under this guaranty shall not exceed the sum
of $740,000.00.and enforcement of ,this guaranty shall
be limited to liquidating the Collateral p~edged pursuant
to this Agreement. It is understood and agreed that pay-
ment of the Indenture Funds Rental shall be postponed so
long as neither Operator no~ Guarantor is in default on
any obligation under the Operating Sublease or this Agree-.
ment. This guaranty shall remain effective so long as
any Bonded Indebtedness remains outstanding. Should any

- 3 -
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such' de f au l,t occur' and not. be cured in accordance wi th

the terms of paragraph 14 herein, then such Indenture
"-Rental Funds shall become due and payable as set forth

·ih paragraph 15 herein.

2. Independent nature of Guarantor's obligation.

The obligations hereunder are joint and several, and in-

dependent of the obligations of Operator, and a separate

action or actions may be brought and prosecuted against

Guarantor whether actibn is brought against Operator or

whether Operator be joined in any such action or actions;

and Guarantor waives the benefit of any statute of limita-

.tions affecting its liabiliti.es hereunder or the enforce-

ment thereof.

3. ApplicatiQn of Payments. All payments

received by Trustee from Lease Company shall be deposited

in such funds, applied, expended, or othe rwi se used, as

Trustee shall in its absolute discretion, being advised

by legal counsel, determine to be proper pursuant to

-;r.

Trus~ee's obligations under the Indenture.

4. Lease Company dealings with Operator.

Guarantor authorizes Lease. Company without notice or demand

and without affecting Guarantor's liability hereunder; from

time to time to: (a) renew, extend or otherWise change any

of the terms of· the Operating Sublease; (b) take and hold'

.securities.as collateral for th~ guarantee. of Operator's

performance of the Operating. Sublease and exchange, enforce,

waive and release any such securitYi (c) take and hold

securities to erisure payment of any liabili ty under this

guaranty or the indebtedness guaranty; (d) exchange, enforce,

waive or release any security held by Lease Company for

any purpose set forth herein.; (e) apply such security

and direct the order or manner of sale thereof as Lease

- 4.-
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right to requ~re Lease Company to: (a) proceed first or

/'

Company in its sole and absolute discretion may determine;
release or substitute anyone or more guarantors.( f)','" .

,__ G~~r~ntor hereby expressly waives any rights,
(...... --.- '- -:..._ .... '- .... - ....

statutory or otherwise, to be kept in.formed by Lease
Company or.Trustee of any change in Operator's financial- , --??rydi~ion affecting Guarantor's risk that· may become
k~o~n ~o Lease Company or Trustee. Lease Company may with-,-- ~.--_._ .
._- '---, . __ .. -

out noticE.'!,or consent assign its rights under tpis Agree-
' ... .:. . :... - -

~ent in whole or in part •
... -_ Co. - - • • - ','. _ ••~~- _ .. --. - ~-. - . ,

5. Guarantor' s ~'laivers . Guarantor waives any

at all against Operator; (b) proceed first or at all against
c. ~ -:.::.: :_... :--
qr to ~xhaust any security from Operator, other than the
.- ........ C - or. ~',.... __ '" •.•---- - _... ~' -

Cqllateral given by Gua~antor pursuant to this Agreement;
.:::. ':,-~,:":":-.':::--.--~: .
or (c) pursue ,any other remedy in its 'power whatsoever.
1_,·:: ~ .. _ ':: - ~ - - -

Guarantor acknmvledges that it has been furnished wi th and
Cc'::-,:: :':-.. :.:. :.. -=- .". . .

,read Sections 2845, 2849 and 2850 of the California Civil
C'· - ..

Gode and it hereby waives any rights that may exist at
:':-:'.':~:.:-~,-:.: :'- ... , '.

,
any time under said sections. Guarantor waives any
defense arising. by' reason of any disability or other
r s ': :::':' .:',~ 2.. .: ~.:. _ ~: : . _. .

than the Collateral given by. Guarantor pursuant to this

defense of Operator .or by reason of the cessation from
·CC,::-'.-~:::-".·- :.':-- ..:: :,'-.:.~.' .

" any cause whatsoever of the liabiiity of the Operator.
C" .-. • •• - .' - •••.. - .- - • •

.'~ .---" -~:'.
Until all Rental Indebtedness of Operator to Lease Company
i i. ?'".=. ~.. :::.' ~.~ ......... _.. .. ,
shall have be'en paid in full, even though such indebted-
=::= c: _:.--.~:':.-::':\ .
nes? may be in excess of Guarantor's liabilities hereunder,
t.o ~s.:...~~ :':-:":::~:' .:
Gu~~antor,~hall have no right of subrogation, and also
t.c -::':',~-;: €: ::':: 2::::,:' I • ,. •

waives apy.right to enforce any remedy which Lease Company
r::S':-.i:?· .. :' J'.'';-::-:'"

now .has or~may hereafter have against Operator, and also
n0~~ca ~0 ~;;~:~f'.
waives any benefit of, and any right to participate in,

'any securi ..ty n,0:-Vor hereafter held by'Lease Company (other. ,, . _.

-C." .

Agreement). Guarantor waives all presentments, demands
91..: 2. ~. 2. :-; ~_':: <: .-:.:-.. ~ ~..~_

5 -
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for perfo~TIance,notices of non-performance, protests,
.notices of piotest, notices of dishonor, and notices of
"'-. acceptance of this guaranty'and of the existence, creation,

or incurring of new and additional indebtedness.
6.

~lndeb tec.nes s
of~aJi'.ntor

Operator's indebtedness to Guarantor. Any
. . /

of Operator .nmv or hereafter arising in /favor
/. /is hereby subordinated to the indebtedness of

.' /
Lease Company; provided, that Operator shall
t~ repay said indebtedness to Gu~ntor on

. . /
onditions as set forth hereinafter. Operator. . .!'

O~Guarantor any indebtedness now or here-. I
after arising in fa or of Guarantor unless Operator shall

, /.
first have given Lease Company and/Trustee wri tten notice
f•· . d \ . fl. . f'o ,~ts ant.ent.aon to 0 so, specz,y~ng the amount 0 repay-

ment contemplated and natur~ of the debt. Lease
Company and Trustee shall h vi t\voweeks after receipt of

the t.erms
shall not

such notice within which to make an examination of the
financial condition of opLato~.. Operator shall cooperate
. l th ' d 1 \ . , 'b k dw~ Lease Company an I~rustee ~n mak~ng ~ts oo's an
records available. ZIfwithin SUc~\two week period Lease\ .

'Company or Trustee/s all.in good fa~\thdetermine ,that
such r'epaymerrt.swou l.din any way materially jeopardize the'

~ial condit:Conof Operator or itS\ability to meet
Obligatioi as they become due" inC~di~9 obligations

to Lease ~ro{anY, ~d shall give operator~~ittcn notice"
ffect, Operator shall not make the 'proposed pay-

" .' \."
If neither Lease Company nor Trustee gives such

\within the two week period, Operator
entit.Lcd to make the payments proposed.

. '. -.

7. Pledqe of Collateral. To secure the perforrn-
ance by Guarantor of its obligations hereunder I and to
guarantee the obligations of Operator as set forth in the

- 6 -
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Operating Sublease ~d this Agreement, Guarantor hereby

delivers to Lease Company and grants to Lease Company, pur-
'\zc:·;. ':'::":::::: ..?: ce···· :.:,.::::" '..::.-'::.;;'.:': :;;':'. _'. ;:::.:::::: '. :. ::::_.:

Suant to the Uniform Commercial Code as adopted in the
'.~'-.

State of California, a security interest in the Collateral

described in Exhibit A hereto which is incorporated herein

by this reference. Said .securd ty interest shall attach

to any replacement of or addition to the Collateral that
..;: . ~

may come into the possession ?~ ~e~se Company and/or

Trustee from time to time. Guarantor shall be entitled
. '~'- . .. -- - - --- _._-~-- .-.

from time t6 time to replace Collateral pledged hereby

witi10ther Collateral satisfactory in character to the
';')':=:_-~.':'-':.: ::':.--~"'~ :.. ~ ,. s ;.': . :.:..:: ....-~.-..~ =._.:.~• ~.~ ;:.:" -:':'.:'" .-.
Lease Company. For purposes of determining "satisfactory
'I:.::.: ..::::::.:..:-.:::.~~::~.:~.:-.~:..~:.:.: -_.....~ :'':= •. :- ::.-.=.: ..:.... :~.: .:2._ .•. ~. :~ :"~"':'

character" of the initial and the replacement Collateral,
......r···. '.- . .-_._,,-. .._," _.". - .

the foLl.owdnq w.i Ll,be satisfactory:
r" '. - - .. -." - ~ . - ~.:' -.. :- ',:.> '--:' :-

(1) bills, bonds and notes of the U.S. Treasury
•• __ ••••• __ .'''._".-: _~~ ~.::.~. ::~~:. ", :: :..~ .:~ ~.:_~~ o ••••

or of agencies of the U.S. Government;
;.. '" .. '. . .. -. -- - -:. . _. - .. - . -. ," -' .. . ". . .. ." .. ~.'. --_._.~. .. ----- .~'-'--

. (2) certificates of deposit from a state or
ci E:-.~: 'c<··:·:,. -.:.=- : ". ?- ~ t. : ~. ~ ~ -:..c- ~. ::.~: 2 t,:.::.::::::.::-.:~'::~. :.~.. =... :',~-::.:.-.~.-:.:~ -~~~
federally chartered bank which is among the 100 largest

banks in ti1e United States; provided, however, ~such .certi-
1c .:,:.-= :.' ,~~ ',: ~ :.~'. ~ :'. - -~.:'. =:_ : .. :-'" : ~ ~. ':.,: ~ .:: z. -: -: ~:.";.' '.'~'~.:.:.": :'. ~ ~. ':'.'
.fi-cates may be from a smaller bank up to the amount of
t:-.~:.·,,=:~:~~. ~';:.:~::;::',::'':::'5:::;:.:~.~'.::.:-~:.....- :::::::',_:~:. , .. _._-_.'_=--=,:'.:._
Fe~~ral Deposit Insurance.Corpo~ation coverage;
(':=- __.:.,.; -:':.::':.' ":"-:_'.:':'. :=.:..::.: ... ~ :.2.":: -- :; ..:::P: ',':"-:.-:.'':'-'::. :.~ ... " .....

(3)' state and municipal !:?0z:1d~rated' Aor. better·
£~-.2':._._ ::.:.: . .:=::.~._ .... ,:.: :.:' .. :.: .. .:-.. ~~,:.:.: ::.. :.: .... '_ ::~ :.~:--:.: .... :_-_ ~.:'.':' :.. _ .. ;~ .
by eiti1er Standard & Poors, or Moodys bond ratings; pro-
i:s.z:=~.,~ :'c... ':':;'~'.: .. "~'=- '::.-=::::~.7(.' .::.:.:..:-.._.....:::.2- .....-=._~. ,'c.·_ .. ~.·':.C,::,,~, ~ ::..:.:.:.:-.~- ~.

vided, that the Trustee shall have.the right to refuse to
~c~..:- o~;.:.:'_:: :'.: :. 7.::' :~:..~ ~'.-:.~ ~~.:--.:":2::' 2)::, ~:;. ~.:- ?:;: ;._ :. ~ :-;s ;'-'2-"-:" : . •
accept such bonds for good cause. .

I(;. F:ic~'~:':::::- ~:~!C'(,.--.:::. ::!"(':T C~.:~.~.G~__.·~=?·,:~'- ....::..:. '. ",-_._----------_ .._---_ .._-
..8~. Trustee as Lease Company's Agent~ Lease

t·=-: __c.:~. :.:_.::.~.::-.:_. :::'.:~_.__ ::.. :_ : "--.:.: ._::.::._...::: - ..-.' -
Company agrees to deposit the Collateral with Trustee and,
1 :: :- ~,.'" ~ ;:':. - ~', ',- ,- - - .' _. .:.~. ,-. 0 - .'.' O' ~, • ',_ _ ••• - ':,. :.' - - ~ ;~ - •• 0.' -. ,.:.' ••

for so long as ther~ r~mains any outstanding bonded indebt-
(., ~,- '.. - '." - .

.edness, hereby irrevocably C;lppointsTrustee as Lease Com-
. ,. .' . ..

?any's agent for ~1~ performance of. all a~ts and exercise

of all pO\vers, rights, and discretion which Lease Company

is empowered to perform and exercise under this Agreement,-. [ -

- 7 -
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including, without limitation, receiving, holding, adminis-
tering,'liquidating, and applying the Collatbral in accor-, .

dance wi th this llgreement. Trustee may perform such acts
.

~nd exerc~se such powers wi thout notice to or consent from
Lease Company. Lease Company acknowLedqes t.hat; 'l'rustee's
agency 13 coupled wi th an interest in the Collateral.
Guarantor hereby agrees to .honor any such action taken by
Trustee as t.houqh it we re taken by Lease Company, and
Lease Company shall take no such action \'1ithout first ob-
taining tilewritten approval from Trustee.

9. ,Periodic Reevaluation of Collateral. Commenc-
ing on the date of this agreement and thereafter at
periodic intervals of six (6) months, Lease Company or
Trustee shall determine the fair market value of the
Collateral which it has in its possession under the terms
of this Agreement. If in Trustee's opinion the fair
market value of such Collateral is less than $740,000. DO"

then Lease Company may demand that Guarantor deposit suffi-
cient 'additional Collateral, satisfactory in character to
the Trustee, to restore the fair market value of the col-
lateral within thirty (30) days after written demand
·therefor. Guarantor's failure to provide such .additional
collateral within sixty (60) days of such written demand.
shall constitute an uncured event of default and allow
Le,aseCompany to exercise immediately, at Lease Company 's
sole option, its rights under paragraph 14 hereof.

10. Right to income from Collateral. All in-
terest; dividends, profits and otilerearnings from Col~
lateral shall belong to Gual'antor and shall be promptly
delivered to Guarantor unless an event of default. exists
by Operator or Guarantor undQr the Operating Sublease or
this Agreement. Should such.default exist, then Guarantor

8 -

__ .•, •.-;- ...._••_~ ._. • __ 4_-,-- .'. .•••.• ~ ._._. _ ._._ •. . --._, .. - .'. ... .' "-"--'".-..'......--.._.~_.._.._.._-......__...- ·--...._··..-r~··-
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agrees Ulat such interest, dividend~, profits or oUler
ezrrni nqs may be ro taincd by Lease Company or 'l'ru~;tee as,. '.'

add it.Lonal, collateral subject to the same terms, concli-
tions and obligations imposed upon the original Collateral

as set forth herein.
11. Non Responsibility. Neither Lease Company

nor Tru~tee shall have any. responsibili ty or duty for
,

selling or othe rvzise trading the Colla·teral, for purchas-
ing or othe rw.i se acquiring any replacement or addi tional
Collateral, for reporting on market value changes in the
Collateral, for collecting or receiving any interest,
dividends, profits, or other earnings from the Collateral,

.or for performing any other acts for the benefi t of Guaran-
tor, except upon receipt and acceptance by. Trustee of

.wri tten instructions from Guarantor. Trustee shall not
withhold such acceptance unreasonably nor be required to..
act in less than a reasonable ~uount of time.

12. Additional Documents. Guarantor 'shall
execute any additional agreements, assignments, or docu-

. '-.rnents that may be deemed necessary or advisable by Lease
Company, or Trustee, or their counsel, to effectuate the

purposes of this Agreement.
13. Prerequisites to Collection Of Collateral.

Lease Company shall have no obligation for effecting pre-
sentment, demand, protest or notice of nonpayment, protest
or.dishonor in connection with the Collateral, or to

..
take any steps to' preserve rig~ts against prior.parties
under any instrument, chattel paper, or other Collateral.

14. Events of Default. An "event of default"
under this Agreement shall be any of the fol1m'ling : (a) the
failure of Opera£or or Guarantor to cure wiUlin sixty (GO)
days after \'1ritten notice any de f au le under. the Operating

- 9 -
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Sublease or this Agreement whi.chdefault is susceptible

.of being cured by the payment of money; or (b) the failure-,
of Operat.or or Guarantor to cure within a r'easonab Ly
.

prompt period of time (but in no event less than sixty. .

days) after written 'notice any oU1er.default under the
OperatLuj Sublease or this ?\greement which default is not

.susc~ptible of being cured by the payment of money (except

.there shall be.no grace period for those events of defaults
as set forth in subsection (c) belovl); or (c) the occurrence.
of any of the following vii th .respect to Operator or Guaran-
tor: (i) insoLvency, (ii) an act of bankruptcy, (iii) assign-
ment for the benefit of creditors of a substantial portion
of assets, (iv) filing of a petition, voluntarily or in-
voluntarily, under the bankruptcy acts of the United States
of America or Canada, or (v) any material adverse change

.in the financial condition of Operator or Guarantor which
is not cured within sixty (60) days after written notice
from Lease Company to Operator or Guarantor of such change.

15. Remedies upon Occurrence of Event of Default.
Upon the occurrence of any such events of default, Lease
Company may, at its sole option and without further demand

·or notice to Guarantor or Operator, exercise any one·or
more of the following rights and powers: (a) declare all
accrued Rental Indebtedness immediately due and payable,
including the Indenture Funds R~ntal which had been post-
poned;(b) proceed to enforce. and realize upon Lease
Company's security interest in any manner permitted by
law or provided for herein; (c) sell, lease, or other-
wise dispose of any or all of the Collateral wi thout
notice (other than·notice as is required by law); and
CoLl.atoraI may be sold at public or private sale (at wh i ch
Lease Company or Trus tee may purchase) in such conuno rci al.Ly

-·10 -
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roasonabIc manner (:IS Lease Company may determine; (d) re-
,tD.inthe CoLl.a teraL in satisfaction of the Rerrt aL Indebted-
ness to the extent of the Collat~ral' s wen current fair
market val.ue , provided, however, if the then ·current fair:
market value exceeds the Rental Indebtedne~s, tlle excess
shall be paid to Guarantor;. and (e) exerci se any rights or
powers .of a secured party under the Uniform Commercial Cude
as adopted in the State of California. In the event of
liquidcitionof all or a portion of the Collateral to
cure a default, the liquidation of such Collateral shall
be deemed a payment of past due rent, including Indenture
Funds'Rental, under the terms of the Operating Sublease
for the account of Operator thereunder.

16. Exercise Of Lease Company's Rights. Any
delay by Lease Company in liquidating the Collateral or
exercising its other rights hereunder after the occurrence
of an event of def auLt;shall not preclude Lease Company.
from exercising i.ts rights at any later time, so long as
the event of default has not been cured. Upon an event
of default, Lease Company shall be entitled to exercise
its rights hereunder with respect to all or any part of
the Collateral •

.17. Maximum Dollar Value of Collateral. Upon the
exercise by Lease Company of its rights hereunder, if the
a~tual net 'proceeds and value of rental Collateral from
the Collateral exceeds the amount of $740,000.00 of Rental
Indebtedness, plus attorneys fees and costs as provided
in Section 19, such excess shall be paid to Guarantor.
\fuenever elC sum of $740,000.00 is used in this Agreement,
such sum shall be deemed to he the lesser of; (a) $740,000.00

or (b) $740,000 .oo less such sums as 'l'rustecmay receive
from Lease Company or San Diego Sports Enterprises, or

- 11 -
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for the account of ei.thcr of those prrrt.Les , prior to the

execution of this 1\green;ent. 1\t such t i ine as the out-
-,-.
itanding bonded indebtedness secured by the Indentute

equals em amount less than the current fair ma rke t; value

of Collateral, the excess amount of Collateral shall be

promptly forwaz'ded to Guarantor. Upon final redemption of

the outstandin<J bonds, the amoun t of Collateral then he::"'l

by the Trustee shall promptly be fOTIlarded to Guarantor.

18~ ~~~~se Comp~ny as Guarantor's Attorney-in-Fact.

Lease Company is hereby irrevocably appointed Guarantor's

attorney-in-fact to prepare, sign, file and record, in

Guarant.or's name, all papers necessary or desirable to

perfect the security interests of Lease Company hereunder

.and to enforce or obtain. payment for loss of or damage -to

Collateral and to register or trans fer' any right, ti t1e or

interest in or to Collateral and to perform any obligation

of Guarantor, at Guarantor's expense, but Lea.se Company has.
no obligation to do so.

19. Cost of Enforcement. In the event 6f any

litigation betweenele parties hereto, or any other legal

.-
proceedings. for exercising, enforcing, or collecting on,

any rights, powe r , or remedy conferred by this Agreement,

or under the law, the prevailing party in such litigation,
or proceeding- shall be entitled to recover from the other

par ty its cos ts, expenses,' and .reasonab Le attorneys' fees

therein incurred.

20. Return of Collateral. Lease Company may, with

Trus·tee's written consent, at any time, deliver the Co.lLa tera I,

or any part thereof, and any endorsements in blank, assign-

ments and other documents relating thereto; to GUZlrantor,

and the receipt of such by Cu aran t.or shall be a complete

~cquittance for the Collateral and documents so delivered,

- 12 -
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and Leqse Company and Trustee shall thereafter be discharged

"from all ~iability and responsibility therefor; provided,

howcve r , that Lease Company in its discretion may require

a receipt. from Guarantor before del·ivering the CollateraJ,

or any such documents.

21. Trans fer by Lease Compariy, Upon the t ranr.«

fer of all or any part of the obligations guaranteed here-

under, Lease Company may transfer all or any part of the

Collateral and its rights hereunder, and Lease Company and

'l'rusteeshall be fully discharged thereafter from any

liability and responsibility with respect to such Collateral

so transferred; and the transferee' shall be vested wd th all

the rights and powe rs of Lease 'Company hereunder w.L th

respect; to such Collateral so t.rans ferred j but with respect

to mlY Collateral not so transferred, Lease Company shall

retain all rights and powers hereby given.

22. Continuinq Obligations. Until all Reutal.

Indebtedness is paid, all rights, po~ers, and remedies

granted to Lease Company hereunder or by law shall continue

to exist and may be exercised·by Lease Company at any time

.and from time to time, irrespective of the fact that said

Rental Indebtedness or any part the~eof may have be dome

barred by the statute of limitations, or that the personal
. , . .

liability of Guarantor or Operator may have ceased.

23. Third Party Beneficiaries. This Agreement

is .made for the expres s be!lefit·of Lease Company, Trus tee,

and all present and future holders of the Sports Arena Bonds.

24. Notice~~ All notices, demands, or other

cornmunications pursuant to this Agreement shall be deemed

to have bcen given whe n received, or when deposited in

the mails of the United St<:,tcsof i'\mericaor Canada, airmail

postage prepaid, return receipt requestcd, and properly

I

- 13 -
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-add.rc s s e d , 1\11 mat.ters for Guarantor sh a l.I be delivered

at the address set forth at the beginning of this 1\greement.-,
~ - - \1\11 m~ttersfo~L6as6 Company and Trustee shall be delivered

to Trustee at the address set forth at the beginning of
.This:" Agreemen t:•..:~::.::'.:....~-':'~~'::~,:.:

25. Miscellaneous. Tirte and each of the t.erms ,

cove nan t.s s cand conditions thereu::, arc of the essence of

'this Agreement, and acceptance by Lease Company.of any

payment's he reunde r after the same is due, shall not con-

s'ti'tutea \:;aiver by Lease Company of this or any other

provision of this .i\greement. No wa i.ver of any existing

'ae£alil.t_sh·alL.hc.deemed...to w af.ve any subsequent default.

po delay or failure on the
.::~._._._---_ ..._.._--~~_'._:. :"::'-"~~.~
exercise of any rights or

par~ of Lease Company in the

powers hereunder shall operate

as a waiver thereof. All rights and powe rs of Lease

Company hereunder are cumulative and not alternative and

are in addition to those othenlise available. No waiver .
of a right or powe r of Lease Company, or consent by i't,

shall be valid unless in wri ting ..
. .

26. Successors. This Agreement shall be binding

upon and inure to the benefit of the successors and assigns

of all parties, including any substitute Trustee.

27. Jurisdiction and Venue. This Agreement has

been entered into in the City and County of San Diego,

State of California, and is to be performed in said City

and County. The Agreement shall be construed and inter-

preted in the light of and in accordance wi th the Law of

the State of California as such law shall from time to

time be in effect. Such Law shall also govern in the

settlement of any and all disputes ~lich may arise her6-

under. Should litigation arise hereunder, the parties

hereto agree ti1at tile proper venue for such action is before

L;,- ., .
____ Ai. __~ .. _~~a.:.-=-_-,.,.". __ ~'--: __~ . .....Io.-~~_. ~~,. _ 0, • ". 1 _ --
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the. uppropriQte, court huving jurisdiction ~n San Diego

County, be it a State or Federul Court.

"-,'. 28. 'l'he captions in this Agreement

are for convenience of re fcrence and shall not affect the :;

meaning, construction or effect of this substance of this

Agreemen t. '

IN tvI'l'NESS \\'HEREOF, ,the parties have executed

this Agreement as of the day and year set forth· above.

GRAYHONT SAN DIEGO ARENA LEASE COHP1U'JY
(LEASE COHPANY)

By {l tl. ~.~

By~,G? ~~(Seal)By _

(Seal) SOUTHEHN CALIFOHNIA J:;IRS'I'
NATIONAL BANK (TRUSTEE)

..

,

•

- .15 -
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353
~---'A~u~g"'u~s~t"__6~1 --: __ 1971 NO.

THERE HAS BEEN
DEPOSITED IN THIS BANK gtN~brA~RB~~R7400 a 0 dol'sa a cts DOLLARS $ 740,000.00

........_ ..~....
PAYABLE TO THE ORDER OF Peter Graham ON September 5, 1971
UPON PRESENTATION AND SURRENDER OF THIS CERTIFICATE AT ABOVE OFFICE OF THIS BANK, PROPERLY ENDORSED, WITH INTEREST COMPUTED FOR
ACTUAL DAYS ON A 36G-DAY YEAR BASIS. FROM DATE AT THE RATE OF 5 5/8 PER CENT PER ANNUM. NO~INT;'~E::rT ALLOWED AFTER M.~TURITY.:/;i '~-..I / /:;

NEGOTIABLE CERTIFtCATE OF DEPOSIT , //J./'I;:,~t/ J
NOT SUBJECT TO CHECK . v tUTHORIZED SIGNATURE

1011 REV, 9.8lS , "

"

;

-j ,

Schedule "A"
"
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SUBORDINATION AGREEMENT

. .'In consideration of the execution _concurrently
herewith by San Diego Entertainment, Inc., .a California
corporation, hereafter referred to as "Operator", of the
Operating Sublease with San Diego Arena Lease Company, dated

.. ' ~~
August .. l.~ , 1971, and the execution by Graymont, Ltd. con-
currently herewith of the_ Guaranty and Pledge ~greement in
favor of Southern California First National Bank, and for
other valuable consideration, receipt of which -is hereby
ackno~ledged, Southern California First National Bank, as
trustee under the Indenture of Mortgage and Deed of Trust,
recorded in the Official Records of the County of San Diego,
State of California on November 8, 1965 as File/Page No.
203054, hereby agrees as follows:

1. The lien and charge of the Indenture referred
to above shall be and is hereby subordinated in all respects
to the estate of Operator in said Operating Sublease.

2. Trustee consents to the execution of said

3. This Subordination Agreement shall be binding
upon and shall inure to the benefit of, the heirs-, devisees,

Operati~g Sublease by Operator and San Diego Arena Lease
Company.

,.. '~':'. ',_.' ."\.' J- ':
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representatives"successors, transferees and ass~gns of
the parties. . '

,'SOUTHERN CALIFORNIA FIRST NATIONAL
,BANK,Trustee

STATE OF CALIFORNIA )
) ,SS.,

COUNTY OF SAN DIEGO: )

On ''c2t""ret<ztt 197/' ,before 'me, the
7

under~igned,a Notary Public in and for said County and State,

personally appeared '7L'~
known to me to be ~~~ k.<./..;@~~iIof

,
the corporation

that executed the within Instrument, known to me to be the
persons who executed the within Instrument on behalf of the
corporation therein named,and acknowledged to me that such
corporation executed the within instrument pursuant to its
by-laws or a resolution of its board of directors.

Witness my hand and official seal •

..,....~~~-v ........~.,
UFICIAL SEAL

WL:::f'J M, fhcN1CHOl
;',·)r;•.-n' FUt~~1':; . C/'lUfOfWI~

f'l~;;'F~:IJ':\lOFFlC~trl .
SMI i.:I~GO CC:Ji'HY

,My Ccm:c';:.,;;" E"p; cs j.! c'..cn:b.)f 6, 1973
.....vY' ..~ .........,.-v- .r\:.-...~""".....~'\ r~ -v-c- ..."'~-""~~f'J>.!'.~"J

.dd.,J&~
Notary Publl.c l.nand for

said County and State

-2'-
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WAIVER OF RIGHTS AND CONSENT

Whereas, Union Oil Company of California, a
Califor.nia corporation, hereinafter referred to as "Union", on
November 8, 1965 entered into an agreement with San Diego
Arena Lease Company, a California non-profit corporation,
hereinafter referred to as "Lease Company", which agreement
was entitled "Advertising Agreement"", and

Whereas, by said Agreement Lease Company agreed that
Union would have the exclusive right and license to erect
advertising signs inside and outside the San Diego International
Sports Arena owned by Lease Company and constructed on land
leased by Lease Company from the City of San Di~go, and

Whereas, said ~greement also provided that Lease
.Company would insert in all. leases and licenses a contract

clause prohibiting sponsorship on radio or television by any
firm e~gaged in the sale of petroleum products, tires, batteries
or automotive,accessories without the prior written consent of
Union, with certain exceptions, and

Whereas, said Advertising Agreement continues in
effect for the full term of the. ground lease to Lease Company
from the City of San Diego, and

Whereas, Lease Company executed an Operating Sublease
of the Sports Arena with San Diego Sports Enterprises, a
California corpo~ation, hereinafter referred to as "Enterprises"

..,- ,..~.
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on November 8, 1965 whereby Enterprises became Operator of the
Sports· Arena, .and Enterprises has terminated its interest in
said Operating Sublease, and.. .

Whereas·, Lease Company, desires to execute a new
Operating Sublease to San Diego Entertainment, Inc., a
California corporation, hereinafter referred to as "Entertainment",

and
Whereas, the approval of Union is required for the

appointment of any successor Operator to Enterprises under an
~greement to Appoint Successor Operator between Lease Company
and Union dated November 8, 1965,

Whereas, Union recognizes that Entertainment would
not execute the new Operating Sublease without the execution
by Union of this Waiver and Consent;

Now, Therefore, for valuable consideration:
1. Union hereby consents to the appointment of

Entertainment as Operator.
2.. Subject .to the 'condLtions hereafter set forth,

Union waives its exclusive right to erect and maintain adver-
tising signs inside and outside the Sports Arena, except as
specifically reserved below, and its right to consent to the
radio and teievision sponso~ship of events held in the Sports
Arena by firms engaged in the sale of petroleum products, tires,
batteries or automotive accessories for so long as Entertainment
is the Operator and is not·in default under any of the terms

-2-
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of the Operating Sublease to be executed by Lease Company and
Entertainment, a copy of which is attached hereto as Exhibit
"A", and is hereby incorporated herein by reference.. In the
event that Entertainment ceases to be Operator of the Sports
Arena or defaults in its performance under the Operating
Sublease to which it becomes a party, the waiver contained
herein shall terminate and all of the terms of the Advertising

I

I "

~greement between Lease Company and Union shall become effec-
tive again. In the event the waiver granted herein shall be

"terminated by a default of" Entertainment, the curing of such
default by Entertainment shall fully reinstate the waive,};.

The waiver contained herein shall" not apply to per-
manent or leased display advertisi~g of "petroleUm products by
any competitor of Union, but shall permit the use of temporary
displays or signs advertising such products during any event
taki~g pla~e within the Sports Arena.

Union further waives its right to consent to the
".granting to others of the right to erect and maintain adver-

tising outside the Sports Arena, subject to the limitation that.
such advertising signs shall not obscure either the Electrical
Mechanical Outdoor Attraction Board presently installed on the
Sports Arena property, or the qnion Oil service station
situated immediately adjacent to the property, .and subject also

to the limitations expressed in the preceding paragraph.

-3"':
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Union is party to an agreement with the Operator
of the Sports Arena providing for advertising in connection
~it~h~'i~t:s:~Elebtrlcal' Mechanic'al~ Ohtdoor- Athaction' Boitrd for
. .... _.. : ~ ~_.. _. :: ,-,. - -~.': ....._. .... -' -:. '.',::: - - ..an~~initial~ period-'of-ten' year's froIn~thedate of the initial
operation of suchboard~,- together with an option f6:r-extended~
use of the board after such ten-year period expires. Union
shali:....::be:~-ent:itled-·t6m.~intain its board pursuant to the
.terms of that agreement for.~the.initial ..t:en,...year-period.~~If. '-' ..\_ ...;.._ .. "'"'~ ..__ ..- - '_. _ .._-- '~-~.,-_.

Union is unable to reach agreement with the Operator of. the
Sports Arena at the time ofcthe exp{ration of such ten-year
period, Union will then remove its:adve~tising from such
board and waive all further outdoor advertising privileges,
provid~d Entertainment is not in default under the terms

.ofthe Operating Sublease •
. The'obl~gation of Lease Company under Paragraph 2

'of the Advertising Agreement to maintain and illuminate
Union's trademark and other illuminated signs erected by
Union is waived.

Union waives its right to erect and maintain an
illuminated message board pursuant to Paragraph 5 of the
Advertising Agreement.

Union waives its right to require Lease Company to
insert a clause in all contracts for the construction and

-5-
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,
maintenance of 'the parking area and Arena requiring the use of
Union's products in co~nection therewith.

In witness whereof, the undersigned has executed this
Waiver of Rights and Consent agreement this 5th day of
__ ..:.A..:.u::.,g~u::.s:..t-=--·, 1971.

UNION OIL COMPANY OF CALIFORNIA

, .

-5-
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July 28, 1971

::. ;::'-

Graymont, Ltd.
c7b Scales, Patton, Ellsworth

& Corbett
Attorneys at Law .
2150 Southern California First

National Bank Building
~Jn Diego, California ,??101
....' ._....:-_._: 1:

Gentlemen:
San Di e go In te rn ation'aIShpo,rfSd-Arerfa:-··--·----- ---,' - .

On or about February 28, 1969 San Diego SportsEn te rp ri ses , 0 pera to r 0 f the San -[j""fe-go'- In·ter-lfatT6IiaT-·------·
Sports Arena under an Operating Sublease between
San Diego Arena Lease Company and San Di~go Sports
Enterprises, transferred certain personal property to
The City of San Diego pursuant to the provisions of
Section 3 of that Operating Sublease. A copy of the
Bill of Sale accomplishing that transfer is attached
hereto. .

Pursuant to the provlS1ons of The City of San
Diego Resolution No. 203241 of July 22, 1971, The City
of San Diego has consented to the appointment of
Graymont, Ltd., or its nominee, as operator of the
International Sports Arena under the terms and condi-
tions of certain documents referred to in that reso-
lution.

This letter authorizes Graymont, Ltd., or its
nominee, to utilize those items of personal property
itemized and described on Exhibit A· attached to theBill of Sale referred to ab6ve, provided that Graymont,
Ltd., or its nominee, accepts this authorization under
all the terms and conditions of that Bill of Sale.

- - ........ ,. _. --- -_. o. C"I"-''-''- •.-;

. \ ..... r~ " _I ,', .', '.'



\

.' -
'. - ,I

Graymont·, Ltd. -2- July 28, 1971

c

This authorization is also subject to a receipt by the
City of an appropriate release from San Diego Sports
Enterprises of any interest in or to those items of
property described in the Bill of Sale.

Very truly yours,

K/%//d4
Walter Hahn, Jr.
City Manager

"
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BILL OF S A L'E
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. ' San Diego Arena Lease Company, a California non-profit cor-
poration (Lease Co~pany), and the City of San Diego, a municipal
corporation; hav7 previously entered into The San Diego Sports
Arena Ground Lease Agreement dated August 10, 1965, (Ground Lease).
Attached to the Ground Lease as Exhibit III is The San Diego
Sports Areria Operating Sublease entered into between Lease Company
and San Diego Sports Enterprises, a California corporation (Sports

'Enterprises) (Operating Sublease). The Operating Sublease was
entered into on November 8, 1965. Since the execution of the
Operating Sublease, Sports Enterprises has constructed or acqui~ed
various i,temsof personal property itemized and described on
Exhibit "A" to this Bill of Sale. Sports Enterprises desires to

,transfer title to these various items of personal property to the
City of San Diego in accordance with the provisions of Section 3.of "the Operating Sublease.
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Pursuant to Section 3 of the Operating Sublease,Sports
Enterprises gives, contributes, transfers and assigns to the City

,of San Diego all of the items of personal property itemized and
described on Exhibit "A" attached to this Bi)..lof Sale. The per-
sonal property shall continue to be located at the San Diego Inter-
national Sports Arena and used by Sports Enterprises. The City of
San Diego, shall have nq obligation to maLnt.a Ln , 'repair or replace'
the personal property, which obligation shall remain'that of Sports
Enterprises at its sole cost and expense.

Sports Enterprises warrants hereby that it owns all right,
title and interest in and to all the items listed and described
on Exhibit "A" and has the unencumbered and unrestricted right to
make this sale •
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Sports Enterprises hereby covenants to protect and hold
City free and harmless from liability of any kind, whether contractual,
quasi contractual or iJ~"'torf;~·~i;isingfrom or which is alleged to'
have arisen fr~m any use, nonuse, condition, possession, operation,
maintenance; -repair'or replacement of.the items listed and described
on Exhibit "A". This covena'nt to protect and indemnify, set forth
herein, shall include but~is not limited to liability arising from

~. - ~. • .• _.. • • .£ ..... -.-:injuries or Q~,a,tl,1st.is~ained)y·at}y.person,including employees or
l.!. ;..,~.:-- ~ ;-. .:-~.,':~ '.. .agents of Sp9rts E~t~rprise~.or of ,City of its agents or employees,
r~C.:i:': :.:~..: ~-': ~':":'. :.: "which is all~ged ~n ~ny manne~_~~'grow out of the use, nonuse, con-

dition, poss~~ii~~~6p~iation;'maintenance,repair or replacement
of the items )iit~d: ~~dd~~6ri,bed~6';E*h:Lb1.t""A;'. Sports Enterprises
covenants th~(tt:"'JH1.~c:1efen~',anylawsuit, claim, action, proceeding

.v.: :..- ~." ". - ,~~. : .' . - " ,.~~ :.:.' '-" . ..or any other.d~~ana _aga~nst City -bi:i"sed''on any of the causes, con-
. . i·. ~__ " :...~ .~: _. : : '.. .ditions or circumstances listed above.r . - - . . .
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. .":' Arena Equipment ;.', '

.' :.

.:Compressor· #15398
Spray Gun #15612
power Edger #85643

..u. S. Flag--12' x 18' Nylon
12" Radial Arm Saw #2950
Hammond Organ, B3
Hammond Speaker, JR20 . I

String Bass Unit & Organ Mate Reverb
Fire Extinguishers
Utility Table - First Aid Room
Walkie Talkies (4)
Skil Impact Wrench
Hockey Goals (2)

.' Grey Water Urns (22)
Elder Resuscitator
Steel Storage ~uilding
Wall Racks
Plastic Sheet for Boxing Ring
Mike Sta]:ld
Truck 4/HT-72
Boxing Ring
Dressing Room Racks
Boxing Ring Covers & Padding. .....-.
Projection Screen
Grey Urns with Base
52AWl123KK Eve Phones (2)
5300 Mil Rota Hammer 41342-17592
(2) 10' (1) 25' Racks (G1aro, Inc.)
12 Mitchell .#A-5 Fold-O-Leg Tables·

.Set 30~24-l0 Sec. Timers. Ser.#r-9-66
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.Exhibit "A"
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305' & 145' Control Cables fot Timers
(16) lockers 15" W x 1811 d X 7211 h
3 G 6115N Cabinet
Key Cabinet MC2AOA

..145' 30 C~nd. Cable for 30-24-10 Sec.
,,Cue Phones w/Plug in adapters (4)

52 AW ~123 KKs (5)
Accessories for"above

~.'--'-~'-, .

"

j

. ....

Timer

, ;

Stand by Amplifier for Q System
PA-20 Electronic Siren with CJ-24 Speaker
Wilton Vise
ML-5 (1510) Moto Lift
Battery Chargers
Conductor Control Ca1be
Thomsen Ice Edger w/Attachments
Dearborn Paint Striper - Mod. 500
1 - 11 Lap Indoor track

.1 Shot Put mat
Rockey Dasher Boards
Basketball Equipment
Ice Desurfacer
Portable folding chairs
Crawler Tractor
Zamboni
Misc. ,equipment
power Sweeper
Forklift
653A E.V. Mike and Sta~d

" ..;
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,,Office Furniture, Machinery and Equipment,'

Interest in 1i'ft truck (leased -from Clark
Leasing Corporation) .

Exhibit "A" (2)

».
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Goal lights, equipment and conduits
Illuminators
Interest in sound system
Sony Video Tape Recorder
Jacuzzi Bath
Portable seating risers
Ten (10) gates for Dasher Boards
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Exhibit "A" (3)
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