Council Meeting of

April 1, 2008
Honorable Mayor and Members

of the City Council
City Hall
Torrance, California

Members of the Council:

SUBJECT: City Manager — Approve a Second Amendment to Amended and Restated
Lease with Torrance Flite Park, LL.C

RECOMMENDATION

Recommendation of the City Manager that City Council authorize the Mayor to Execute and the
City Clerk to Attest to a Second Amendment to Amended and Restated Lease (C2001-118) by

and between the City of Torrance and Torrance Flite Park, LLC for City-owned property located
at Torrance Municipal Airport — Zamperini Field.

FUNDING
No funding is required for the requested action.

BACKGROUND
This item was held over from March 25, 2008.

The City of Torrance and the subject tenant entered into a Lease for City-owned property
located at Torrance Municipal Airport/Zamperini Field in September 2000. Subsequent to that
date an Amended and Restated Lease was adopted April 15, 2003 and a First Amendment to
Lease was adopted on October 26, 2004. The First Amendment to Lease adjusted some
timelines due to negotiations with the City over the creation of a parking structure. The
structure was at the City’s request but the transaction was not consummated requiring an
adjustment to the timeline.

The proposed Second Amendment to Lease was originally brought before Your Honorable
Body on February 26, 2008. There was concern with regard to the proposed increase in size to
the restaurant use: 3,000 square feet to 8,500 square feet. This has been removed from the
Amendment to Lease before you this evening.

ANALYSIS

Torrance Flite Park (TFP) has been working to move forward on the development of the final
phase of their Leasehold development known as the East Parcel. The area to be developed is
approximately 5.98 acres. TFP conducted a survey of the parcel and discovered that a portion
of the City entryway and gate system encroaches into their parcel. Further, per the survey, it
was also discovered that the Robinson development encroaches approximately 15.5 feet into
the TFP parcel.

City staff has worked with TFP to resolve the driveway and gate issue, this has been
accomplished with an easement over the area required for the driveway and gate system. The
Robinson area will be addressed when that phase of development moves forward.

Staff has also added language in the Amendment to clarify that undergrounding of utilities on
the East Parcel development is the sole responsibility of the Lessee.



The adjusted timeline is as follows:
ORIGINAL SCHEDULE

East Parcel Construction Commencement | Construction Completion
Phase ] 12/31/2007 9/30/2008
Phase 2 3/31/2010 3/31/2011
NEW SCHEDULE
East Parcel Construction Commencement | Construction Completion
Phase 1 01/16/2010 10/15/2010
Phase 2 02/16/2012 11/15/2012

The last modification to the new Second Amendment is a revision to the current Lease
termination clause. The current language reads:

‘the date that is thirty (30) Lease Years from and after the date that City issues

its last certificate of occupancy for the East Parcel Required Improvements, or
(ii)March 31, 2041.”

Because of the timeline changes proposed, the Amendment before you this evening includes a
timeline termination date of November 15, 2042.

Respectfully submitted,

LeROY J. JACKSON
City Manager

CONCUR:

LeRoy J.Jaekson
City Manager

Attachments:
A) Second Amendment to Amended and Restated Lease
B) Easement Deed
C) First Amendment to Amended and Restated Lease (Limited Distribution)
D) Lease (Limited Distribution)



Attachment A

SECOND AMENDMENT

TO AMENDED AND RESTATED LEASE

This SECOND AMENDMENT TO AMENDED AND RESTATED LEASE (“Second
Amendment”) is entered into, effective as of March 25, 2008, by and between the CITY OF
TORRANCE, a California municipal corporation (“City””), and TORRANCE FLITE PARK, LLC, a
California limited liability company (“Lessee”).

A.On or about September 19, 2001, City and Lessee entered into that certain Lease
agreement (“Original Lease™), which provides for City to lease to Lessee those certain portions
of the Zamperini Field Torrance Municipal Airport more particularly described therein as the
“Leased Premises.”

B. On or about April 15, 2003, City and Lessee entered into that certain
AMENDED AND RESTATED LEASE (“Amended Lease™), which made certain adjustments
to the terms of the Original Lease for certain portions of the Zamperini Field Torrance
Municipal Airport (“Airport”) more particularly described therein as the “Leased Premises.”

C. On or about October 26, 2004, City and Lessee entered into FIRST
AMENDMENT to the Amended Lease, which made certain adjustments to the terms of the
Amended Lease for certain portions of the Airport more particularly described therein as the
“Leased Premises.” The above three documents, individually and collectively is referred to as
the "AGREEMENT". .

D. City and Lessee now desire to amend the Original Lease, the AMENDED AND
RESTATED LEASE, and the FIRST AMENDMENT to Amended Lease on the terms set forth
in this SECOND AMENDMENT.
AGREEMENT
Based upon the foregoing Recitals, which are incorporated herein by this reference, and for
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged by

both parties, City and Lessee hereby agree as follows:

1. Realignment of Entrance.

The existing entrance road and the intended route for the proposed new road are almost entirely on
parcel 11, with a portion extending into parcel 12, of the Airport property. City wishes an easement
over the Leased Premises for the area required for the road and gate system. This will be depicted by
way of an easement. City and Lessee hereby agree that the easement will be as depicted as “Exhibit
A” attached and incorporated to this Second Amendment as Attachment No. 2.

2. East Parcel Conditions and Delivery Dates. The changes described in this Second
Amendment require that the dates set forth in the Original Lease and the First Amendment to the
Amended and Restated Lease for satisfaction of the East Parcel Conditions and delivery of the East
Parcel be modified. City and Lessee hereby agree to amend the Original Lease as follows:




a. East Parcel Conditions. The definition of the term “East Parcel
Contingency Date” in Paragraph 1 of the Original Lease is hereby deleted.

The reference to “Paragraph 3B(2)” in Paragraph 3 of the Original Lease is
hereby modified to read “Paragraph 3B(1).”

Paragraph 3.B(1) of the Original Lease is hereby modified to read as follows: “The
performance of City and Lessee under this Lease with respect to the East Parcel shall be
contingent and conditional upon the fulfillment of the following conditions precedent within
the prescribed time limits (collectively, the "East Parcel Conditions"): (i) the East Parcel shall
be free and clear of any tenants and Structures on August 31, 2008; provided, City shall have
an additional period of one hundred twenty (120) days after August 31, 2008 in which to
satisfy the foregoing condition so long as City has, prior to August 31, 2008, commenced
unlawful detainer proceedings against any tenant who remains in possession of the East Parcel
(in which case all dates described in this Paragraph 3.B.2, and the East Parcel construction
commencement and completion dates described in Paragraph 10.B.2, shall be extended by an
additional period of one hundred (120) days); (ii) Lessee shall have inspected and reasonably
approved the physical condition of the East Parcel pursuant to Paragraph 2.B of this Lease on
or before the date that is sixty (60) days after the satisfaction of the East Parcel Condition set
forth in the preceding clause (i); and (iii) Lessee shall have submitted applications for all
governmental approvals for the West Portion/Phase I of East Parcel Required Improvements
and City shall be in a position to issue building permits for the West Portion/Phase I of East
Parcel Required Improvements, upon Lessee's payment of the applicable fees, on or before
January 16, 2010. Lessee shall exercise diligent efforts to satisfy the East Parcel Condition
referred to in clause (iii) of the preceding sentence and shall make timely application for all
such permits and approvals. In the event that the East Parcel Conditions are not satisfied
within the time periods described above, either party shall have the right to terminate this
Lease as to the East Parcel pursuant to Paragraph 3C below. If the termination occurs as the
result of Lessee’s failure to cause either of the East Parcel Conditions set forth in clause (ii) or
(1i1) of this Paragraph 3.B.2 to be satisfied, Lessee will be subject to the $316,990 fee referred
to in Paragraph 5.A.”

b. Acceptance of Possession. The third sentence of Paragraph 4 of the Original
Lease that begins with the words “Notwithstanding the foregoing, Lessee shall” is
hereby modified to read as follows: “Notwithstanding the foregoing, Lessee shall
have no obligation to accept tender of possession of the East Parcel prior to October
31, 2008. In addition, Lessee shall have the right, by delivery of written notice to City
within ten (10) days after receipt of the Notice of Possession for the East Parcel, to
notify City that Lessee elects to not take possession of the East Parcel and, in such
event, this Lease shall terminate as to the East Parcel and Lessee shall pay to City the
$316,990 fee referred to in Paragraph 5.A of this Lease.”

3. Rent. The dates in the Original Lease for Lessee to commence paying Minimum
Basic Rent for the North Portion Option Parcel, the South Portion Option Parcel, and the East Parcel
assume Lessee will develop the North Portion Option Parcel with “Concept Plan B” and the South
Portion Option Parcel with either “Concept Plan A” or “Concept Plan C.” Since the Option Parcel
will not be developed with Concept Plans A, B or C, the dates for Lessee to commence paying
Minimum Basic Rent for the Option Parcel and the East Parcel need to be modified, as follows:



East Parcel Minimum Basic Rent. Paragraphs 5.A.4(a) and (b) of the Original Lease
are hereby modified to read as follows: “Commencing on the earlier of (i) October 15,
2010, or (ii) the date construction of the first hangar in the West Portion/Phase 1 is
completed as evidenced by City’s issuance of its approval of a final inspection
authorizing occupancy of said hangar, Minimum Basic Rent shall be increased by the
sum of $5,980 per month [5.98 acres East Parcel x $1,000]. If the East Parcel
Conditions set forth in Paragraph 3.B.1 are satisfied and Lessee takes possession of the
East Parcel, but then fails to complete construction of the West Portion/Phase 1
pursuant to Paragraph 10.B.2, then commencing on October 15, 2010, Minimum Basic
Rent shall be further increased by the sum of $2,345 per month [4.69 acres West
Portion/Phase 1 x $1,000 x .5]. If the East Parcel Conditions set forth in Paragraph
3.B.1 are satisfied and Lessee and takes possession of the East Parcel, but then fails to
complete construction of the East Portion/Phase 2 pursuant to Paragraph 10.B.2, then
commencing on March 31, 2012, Minimum Basic Rent shall be further increased by
the sum of $645 per month [1.29 acres East Portion/Phase 2 x $1,000 x .5]. In the
event the East Parcel Conditions are not satisfied and the failure is caused by Lessee or
in the event the East Parcel Conditions are satisfied but Lessee notifies City that
Lessee is not taking possession of the East Parcel pursuant to Paragraph 4 of this
Lease, then on or before October 31, 2008, Lessee shall pay a one-time fee to City in
the amount of $316,990.”

4. Use of Leased Premises and Required Improvements. Some of the permitted uses and
Required Improvements on the East Parcel have changed since the Original Lease was entered into.
In addition, Agency has agreed to modify the construction schedule to commence and complete the
East Parcel Required Improvements. In order to effectuate these modifications, the Original Lease is
hereby modified as follows:

a. East Parcel Required Improvements. The definition of the term “East Parcel
Required Improvements” in Paragraph 1 of the Original Lease is hereby amended to read as
follows: “East Parcel Required Improvements shall mean the improvements to be constructed
and installed by Lessee on the East Parcel that are generally described in Exhibit “F1”
attached as Attachment No. 1 to the Second Amendment to Lease. Lessee acknowledges that
the East Parcel Required Improvements are subject to City’s normal public review process and
that nothing herein is intended to restrict City’s exercise of discretion with respect thereto.
Lessee further acknowledges that the description of the East Parcel Required Improvements in
Exhibit “F1” is conceptual in nature and that the actual sizes, heights, and locations of all
buildings, number of buildings, building elevations and setbacks, construction materials and
colors, and similar design criteria for the East Parcel Required Improvements approved by
City may not be the same as what is described in Exhibit “F1” and, in the event the area is
used for manufacturing aircraft, then the building size, location, layout, and specification may
differ from that specified in exhibit "F1" and, in the event of any inconsistency between the
description in Exhibit “F1” and the plans approved by City, the plans approved by City shall
govern and the East Parcel Required Improvements shall be as set forth in the approved
plans.”

b. The description of the East Parcel Required Improvements attached to the
Original Lease as Exhibit “F” and replaced with “Exhibit F (revised)” to the First Amendment
to Lease is hereby replaced with Exhibit “F1” and attached to this Amendment as Attachment
No. 1. All references in the Original Lease to Exhibit “F” and “Exhibit F” (revised) shall be
deemed to refer to “Exhibit F1” attached to this Amendment as Attachment No. 1.



c. Construction Schedule. Agency has agreed to modify the construction
schedule to commence and complete the Required Improvements for the East Parcel.
Paragraph 10.B.2 of the Original Lease is hereby amended to read as follows: “Subject to
Paragraph 10.C.2.(c), Lessee shall commence and complete construction of the Required
Improvements no later than the times set forth below:

East Parcel Construction Commencement Construction Completion
Phase 1 01/16/2010 10/15/2010
Phase 2 02/16/2012 11/15/2012

4. Undergrounding of Utilities

Add to Section 10 ALTERATIONS AND IMPROVEMENTS of the Original Lease a new
subsection b):

b) All utilities servicing the East Parcel will be undergrounded at the sole cost and expense of
Lessee. Such undergrounding will be at the review and approval of the Community
Development Director or designee.

5. Term. City and Lessee desire to modify the term of the Original Lease. The
reference to “June 30, 2039” in the first sentence of Paragraph 3.A of the Original Lease was
amended to read “March 31%, 2042” in the First Amendment to Lease and is hereby amended to read
November 15, 2042. The first sentence of Paragraph 3.A shall then read “The term of this Lease shall
commence on the Commencement Date and shall continue until the earlier of (i) the date that is thirty
(30) Lease Years from and after the date that City issues its last certificate of occupancy for the East
Parcel Required Improvements, or (ii) November 15, 2042.”

6. Full Force and Effect; Conflicts. Except as expressly set forth in this Second
Amendment, all terms, conditions, and provisions of the Original Lease inclusive of all Amendments
shall remain in full force and effect. If there is a conflict between the provisions of this Second
Amendment and the provisions of the Original Lease, the provisions of this Second Amendment shall
control.

7. Execution _and Counterparts. This Second Amendment may be executed in several
counterparts, and all so executed shall constitute one agreement binding on both parties hereto,
notwithstanding that both parties are not signatories to the original or the same counterpart.




IN WITNESS WHEREOF, City and Lessee have entered into this Second Amendment as of the date
first written above.

“CITY”

CITY OF TORRANCE,
a California municipal corporation

By:

Frank Scotto, Mayor

“LESSEE”

TORRANCE FLITE PARK, LLC
a California limited liability company

By:

Hassan Izad
Managing Member

By:

Ralph Martin, Managing Member

ATTEST:

Sue Herbers, City Clerk

APPROVED AS TO FORM
JOHN FELLOWS, III CITY ATTORNEY

Ron Pohl, Assistant City Attorney
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Recording Requested by:
Sue Herbers. Citv Clerk

VWhen Recorded Nail to:
CITY OF TORRANCE
3031 Torrance Boulevard

orrance. CA 90303

T

EASEMENT DEED

In consideration of the sum of One Dollar (§1.00). and other valuable consideration, receipt of which is

hereby acknowledged.
TORRANCE FLITE PARK. LLC. A CALIFORNIA

LIMITED LIABILITY COMPANY (LESSEE)

do(es) hereby grant to the CITY OF TORRANCE. a municipal corporation, of Los Angeles County,
State of California, an easement for INGRESS, EGRESS AND UTILITY purposes and incidents
thereto, in the following described real property in the City of Torrance, County of Los Angeles, State of

California, and more particularly described as follows:

That portion of Parcel 12 of Ofticial Map No. 2 in the City of Torrance, County of Los
Angeles, State of California as shown on map filed in Book 5, Pages 44 thru 51 of Official
Maps, in the Office of the County Recorder of said County, more particularly described as

follows:

Beginning at the North corner of said Parcel 12: thence Southwesterly along the
Northwesterly line of said Parcel 12 South 38° 38’ 49" West 131.07 feet; thence
South 51°21° 117 East 9.00 feet; thence North 38° 38” 49" East 27.59 feet; thence
South 52° 15 227 East 24.58 feet; thence North 38° 387 49" East 16.00 feet; thence
North 52° 15’ 22 West 24.58 feet; thence North 38° 38’ 49" East 87.48 feet; thence
North 51°21° 11 West 9.00 feet to the point of beginning.

Dated this day of 20 . Sign:
Print:
(All signatures must be notarized)
Sign:
Print:

Owner’s Address:

TS/cks2059
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FLIGHT PARK INGRESS/EGRESS EASEMENT
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Attachment B

Recording Requested by:
Sue Herbers, City Clerk

When Recorded Mail to:

CITY OF TORRANCE

3031 Torrance Boulevard
Torrance, CA 90503

EASEMENT DEED

In consideration of the sum of One Dollar ($1.00), and other valuable consideration, receipt of which is

hereby acknowledged,
TORRANCE FLITE PARK, LLC, A CALIFORNIA

LIMITED LIABILITY COMPANY (LESSEE)

do(es) hereby grant to the CITY OF TORRANCE, a municipal corporation, of Los Angeles County,
State of California, an easement for INGRESS, EGRESS AND UTILITY purposes and incidents
thereto, in the following described real property in the City of Torrance, County of Los Angeles, State of
California, and more particularly described as follows:

That portion of Parcel 12 of Official Map No. 2 in the City of Torrance, County of Los
Angeles, State of California as shown on map filed in Book 5, Pages 44 thru 51 of Official
Maps, in the Office of the County Recorder of said County, more particularly described as
follows:

Beginning at the North corner of said Parcel 12; thence Southwesterly along the
Northwesterly line of said Parcel 12 South 38° 38° 49” West 131.07 feet; thence
South 51° 217 11” East 9.00 feet; thence North 38° 38” 49” East 27.59 feet; thence
South 52° 15’ 22 East 24.58 feet; thence North 38° 38 49” East 16.00 feet; thence
North 52° 15’ 22” West 24.58 feet; thence North 38° 38° 49” East 87.48 feet; thence
North 51°21” 11” West 9.00 feet to the point of beginning.

Dated this day of 20 . Sign:
Print:
(All signatures must be notarized)
Sign:
Print:

Owner’s Address:

TS/cks2059
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13 Attachment C

FIRST AMENDMENT TO AMENDED AND RESTATED LEASE

This  FIRST AMENDMENT TO AMENDED AND RESTATED LEASE
(“Amendment”) is entered into this 26th day of October, 2004, by and between the CITY OF
TORRANCE, a California municipal corporation (“City”), and TORRANCE FLITE PARK,
LLC, a California limited liability company (“Lessee”).

A On or about April 1, 2003, City and Lessee entered into that certain Amended and
Restated Lease (“Original Lease”), which provides for City to lease to Lessee those certain
portions of the Zamperini Field Torrance Municipal Airport more particularly described therein
as the “Leased Premises.”

B. City and Lessee now desire to amend the Original Lease on the terms set forth in
this Amendment.

Based upon the foregoing Recitals, which are incorporated herein by this reference, and
for good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged by both parties, City and Lessee hereby agree as follows:

1. Defined Terms. Any capitalized terms contained in this Amendment which are
not defined herein shall have the meaning given in the Original Lease, unless expressly provided
to the contrary.

2. Lease of Option Parcel City and Lessee hereby agree that the effective date for
Lessee’s exercise of the Option for the Option Parcel shall be the date of this Amendment and
that date shall be the “Delivery Date” for the Option Parcel. In connection therewith, the second
and third sentences of Paragraph 2.C.1 of the Original Lease are hereby modified to read as
follows: “The exercise of either of these Options is voidable by Lessee prior to the Delivery
Date of the Option Parcel in the event property inspections reveal any environmental condition
or underlying easement that causes development of such parcel to become economically
unfeasible. Subject to the foregoing, Lessee’s exercise of the Option for the Option Parcel shall
become effective on October 26, 2004, and that date shall be the Delivery Date for the Option
Parcel” Lessee acknowledges that prior to the date of this Amendment, Lessee conducted its
inspections of the physical condition of the Option Parcel and Lessee does hereby approve and
accept the physical condition of the Option Parcel. The foregoing shall constitute Lessee’s
written notification to City under Paragraph 2.C.1 of the Original Lease of Lessee’s approval of
the physical condition of the Option Parcel,

3. East Parcel Conditions and Delivery Dates. The dates set forth in the Original
Lease for the satisfaction of the East Parcel Conditions and for the delivery of the East Parcel are
tied to the development of the South Portion Option Parcel with “Concept Plan A” or “Concept
Plan C.” The use contemplated to be developed on the South Portion Option Parcel has changed
since the parties entered into the Original Lease and neither “Concept Plan A” nor “Concept Plan
C” will be developed on the South Portion Option Parcel. Accordingly, the dates for the

538/062579-0061 ‘
$35624.03 PM04 . -1- 0 m L
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satisfaction of the East Parcel Conditions and the delivery of the East Parcel need to be modified
In order to effectuate these modifications. the Original Lease is hereby modified as follows:

a. East Parcel Conditions. The definition of the term “East Parcel
Contingency Date™ in Paragraph 1 of the Onginal Lease is hereby deleted

The reference to “Paragraph 3B(2)” in Paragraph 3 of the Original Lease
is hereby modified to read “Paragraph 3B(1).”

Paragraph 3.B(1) of the Original Lease is hereby moditied to read as
follows: “The performance of City and Lessee under this Lease with respect to the East
Parcel shall be contingent and conditional upon the fulfillment of the following
conditions precedent within the prescribed time limits (collectively, the "East Parcel
Conditions"): (i) the East Parcel shall be free and clear of any tenants and Structures on
April 30, 2006; provided, City shall have an additional period of one hundred twenty
(120) days after April 30, 2006 in which to satisfy the foregoing condition so long as City
has, prior to April 30, 2006, commenced unlawful detainer proceedings against any
tenant who remains in possession of the East Parcel (in which case all dates described in
this Paragraph 3.B.2, and the East Parcel construction commencement and completion
dates described in Paragraph 10.B 2, shall be extended by an additional period of one
hundred (120) days); (ii) Lessee shall have inspected and reasonably approved the
physical condition of the East Parcel pursuant to Paragraph 2 B of this Lease on or before
the date that is sixty (60) days after the satisfaction of the East Parcel Condition set forth
in the preceding clause (i); and (111) Lessee shall have submitted applications for all
governmental approvals for the West Portion/Phase I of East Parcel Required
Improvements and City shall be in a position to issue building permits for the West
Portion/Phase I of East Parcel Required Improvements, upon Lessee's payment of the
applicable fees, on or before March 31, 2007. Lessee shall exercise diligent efforts to
satisfy the East Parcel Condition referred to in clause (ii1) of the preceding sentence and
shall make timely application for all such permits and approvals. In the event that the
East Parcel Conditions are not satisfied within the time periods described above, either
party shall have the right to terminate this Lease as to the East Parcel pursuant to
Paragraph 3C below. If the termination occurs as the result of Lessee’s failure to cause
either of the East Parcel Conditions set forth in clause (ii) or (iii) of this Paragraph 3.B.2
to be satisfied, Lessee will be subject to the $316,990 fee referred to in Paragraph 5.A.”

b. Acceptance of Possession. The third sentence of Paragraph 4 of the
Original Lease that begins with the words “Notwithstanding the foregoing, Lessee shall”
is hereby modified to read as follows: “Notwithstanding the foregoing, Lessee shall have
no obligation to accept tender of possession of the East Parcel prior to August 31, 2006.
In addition, Lessee shall have the right, by delivery of written notice to City within ten
(10) days after receipt of the Notice of Possession for the East Parcel, to notify City that
Lessee elects to not take possession of the East Parcel and, in such event, this Lease shall
terminate as to the East Parcel and Léssee shall pay to City the $316,990 fee referred to in
Paragraph 5.A of this Lease.”

538/062579-0061
535624.03 PM04 Z
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4 Rent. The dates in the Original Lease for Lessee to commence paying Minimum
Basic Rent for the North Portion Option Parcel, the South Portion Option Parcel, and the East
Parcel assume Lessee will develop the North Portion Option Parcel with “Concept Plan B” and
the South Portion Option Parcel with either “Concept Plan A” or “Concept Plan C.” Since the
Option Parcel will not be developed with Concept Plans A, B or C, the dates for Lessee to
commence paying Minimum Basic Rent for the Option Parcel and the East Parcel need to be
modified, as follows:

a. Option Parcel Minimum Basic Rent.  Paragraphs 5.A.2 and 5.A.3 of the
Original Lease are hereby modified to read as follows: “Commencing on the earlier of (i)
June 1, 2006, or (i) the date of City’s issuance of its first approval of a final inspection
authorizing occupancy of an Option Parcel Required Improvement, Minimum Basic Rent
shall be increased by the sum of $2,410 per month [2 41 acres Option Parcel x $1,000].
In the event Lessee does not complete, to the City’s satisfaction, the Option Parcel
Required Improvements prior to May 31, 2006, then commencing on June 1, 2006, the
Minimum Basic Rent shall be further increased on that date by the sum of $1,205 per
month {2.41 acres Option Parcel x $1,000 x .5] (for a total of $3,615 per month).”

b. East Parcel Minimum Basic Rent. Paragraphs 5.A.4(a) and (b) of the
Original Lease are hereby modified to read as follows: “Commencing on the earlier of (i)
August 1, 2008, or (ii) the date construction of the first hangar in the West Portion/Phase
1 is completed as evidenced by City’s issuance of its approval of a final inspection
authorizing occupancy of said hangar, Minimum Basic Rent shall be increased by the
sum of $5,980 per month [5.98 acres East Parcel x $1,000]. If the East Parcel Conditions
set forth in Paragraph 3.B.1 are satisfied and Lessee takes possession of the East Parcel,
but then fails to complete construction of the West Portion/Phase 1 pursuant to Paragraph
10.B.2, then commencing on October 1, 2008, Minimum Basic Rent shall be further
increased by the sum of $2,345 per month [4 69 acres West Portion/Phase 1 x $1,000 x .
.5). If the East Parcel Conditions set forth in Paragraph 3.B.1 are satisfied and Lessee
and takes possession of the East Parcel, but then fails to complete construction of the East
Portion/Phase 2 pursuant to Paragraph 10.B.2, then commencing on April 1, 2011,
Minimum Basic Rent shall be further increased by the sum of $645 per month [1. 29 acres
East Portion/Phase 2 x $1,000 x .5]. In the event the East Parcel Conditions are not
satisfied and the failure is caused by Lessee or in the event the East Parcel Conditions are
satisfied but Lessee notifies City that Lessee is not takm possession of the East Parcel
pursuant to Paragraph 4 of this Lease, then on or before May 1, 2007, Lessee shall pay a
one-time fee to City in the amount of $316,990.”

5. Use of Leased Premises and Required Improvements. Some of the permxtted uses
and Required Improvements on the Option Parcel and the East Parcel have changed since the
Original Lease was entered into. In addition, Agency has agreed to modify the construction -
schedule to commence and complete the Option Parcel Required Improvements and the East
Parcel Required Improvements. In order to effectuate these modifications, the Original Lease is
hereby modified as follows:

a. East Parcel Required Improvements. The definition of the term “East
Parcel Required Improvements” in Paragraph 1 of the Original Lease is hereby amended

538/062579-0061
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to read as follows: “East Parcel Required Improvements shall mean the improvements to
be constructed and installed by Lessee on the East Parcel that are described in Exhibit
“F” _(revised) attached as Attachment No. 1 to the First Amendment to Lease. Lessee
acknowledges that the East Parcel Required Improvements are subject to City’s normal
public review process and that nothing herein is intended to restrict City’s exercise of
discretion with respect thereto  Lessee further acknowledges that the description of the
East Parcel Required Improvements in Exhibit “F” (revised) is conceptual in nature and
that the actual sizes, heights, and locations of all buildings, number of buildings, building
elevations and setbacks, construction materials and colors, and similar design criteria for
the East Parcel Required Improvements approved by City may not be the same as what is
described in Exhibit “F” (revised) and, in the event of any inconsistency between the
description in Exhibit “F” (revised) and the plans approved by City, the plans approved
by City shall govern and the East Parcel Required Improvements shall be as set forth in
the approved plans.”

The description of the West Parcel and East Parcel Required
Improvements attached to the Original Lease as Exhibit “F” is hereby replaced with
“Exhibit F (revised)” attached to this Amendment as Attachment No. 1. All references in
the Original Lease to Exhibit “F” shall be deemed to refer to “Exhibit F (revised)”
attached to this Amendment as Attachment No. 1.

b. Option Parcel Required Improvements. The definition of the term
“Option Parcel Required Improvements” in Paragraph 1 of the Original Lease is hereby
amended to read as follows: “Option Parcel Required Improvements shall mean the
improvements to be constructed and installed by Lessee on the Option Parcel that are
depicted on the Option Parcel Conceptual Site Plan attached as Exhibit “G” (revised) to
the First Amendment to Lease. Lessee acknowledges that the Option Parcel Required
Improvements are subject to City’s normal public review process and that nothing herein
is intended to restrict City’s exercise of discretion with respect thereto. Lessee further
acknowledges that the Option Parcel Conceptual Site Plan is conceptual in nature and
that the actual sizes, heights, and locations of all buiidings, number of buildings, building
elevations and setbacks, construction materials and colors, and similar design criteria for
the Option Parcel Required Improvements approved by City may not be the same as what
is depicted in the Option Parcel Conceptual Site Plan and, in the event of any
inconsistency between what is depicted on the Option Parcel Conceptual Site Plan and
the plans approved by City, the plans approved by City shall govern and the Option
Parcel Required Improvements shall be as set forth in the approved plans.”

The description of the Option Parcel Required Improvements attached to
the Original Lease as Exhibit “G” is hereby replaced with “Exhibit G (revised)” attached
to this Amendment as Attachment No. 1. All references in the Original Lease to Exhibit
“G”, Exhibit G-1 or Exhibit G-2 shall be deemed to refer to “Exhibit G (revised)”
attached to this Amendment as Attachment No. 2.

, Paragraphs 2.C.2 and 2.C.3 of the Original Lease are hereby modified to
read: “Lessee shall commence and complete construction of the Option Parcel Required

$381062579-0061
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Improvements on the Option Parcel pursuant to the schedule described in Paragraph
10B2”

C. Construction Schedule. Agency has agreed to modify the construction
schedule to commence and complete the Required Improvements for the East Parcel and
the Option Parcel. Paragraph 10 B 2 of the Original Lease is hereby amended to read as
follows:  “Subject to Paragraph 10.C 2 (c), Lessee shall commence and complete
construction of the Required Improvements no later than the times set forth below:

Parcel Construction Commencement Construction Completion
West Parcel Within 8 months after Delivery Date of June 30, 2003 (completed)
West Parcel
Option June 30, 2005 May 31, 2006
Parcel*
East Parcel, December 31, 2007 ' September 30, 2008
West Portion/ '
Phase 1**
East Parcel, March 31, 2010 March 31, 2011
East Portion/
Phase 2**

*As depicted on Attachment No. 2 of the First Amendmént to Lease (Exhibit “G™ (revised)).
**As depicted in Attachment No. 1 of the First Amendment to Lease (Exhibit “F” (revised)).

d. Restaurant Use a Permitted on East Parcel. The last paragraph of the
subsection under the heading “Initial Leased Premises” in Paragraph 9.A of the Original
Lease that begins with the words “Any use not specifically . . . ” is hereby replaced with

the following language: “In addition to the West/East Parcel Aeronautical Uses set forth
above, Lessee may utilize a portion of the East Parcel for the construction and operation
of a restaurant that is no greater than 3,000 square feet total. Any use not specifically
listed in this Paragraph as a West/East Parcel Aeronautical Use or the restaurant use
referred to in the preceding sentence requires the prior wntten consent of the City
Council, which consent may be granted or withheld in the City Council’s sole and
absolute discretion.” The reference to the 3,000 square foot restaurant in Paragraph 9.A
of the Original Lease under the permitted uses for the Option Parcel is hereby deleted.

6. Term. City and Lessee desire to modify the term of the Original Lease. The
reference to “June 30, 2039” in the first sentence of Paragraph 3.A of the Original Lease is
hereby amended to read “March 31, 2041.” The first sentence of Paragraph 3.A shall then read
“The term of this Lease shall commence on the Commencement Date and shall continue until. the
earlier of (i) the date that is thirty (30) Lease Years from and after the date that City issues its last
certificate of occupancy for the East Parcel Required Improvements, or (ii) March 31, 2041.”

538/062579-0061
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7. Full Force and Effect; Conflicts. Except as expressly set forth in this
Amendment, all terms, conditions, and provisions of the Original Lease shall remain in full force
and effect. If there is a conflict between the provisions of this Amendment and the provisions of
the Original Lease, the provisions of this Amendment shall control

8. Execution and Counterparts. This Amendment may be executed in several
counterparts, and all so executed shall constitute one agreement binding on both parties hereto,
notwithstanding that both parties are not signatories to the oniginal or the same counterpart.

[signatures on next page]

538/062579-0061
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IN WITNESS WHEREOQOF, City and Lessee have entered into this Amendment as of the
date first written above

C o ot

SudHerbers, City Clerk

APPROVED AS TO FORM

JOEELLf 2 I CITY ATTORNEY

Ron Pohl, Assistant City Attorney

“LESSEE”

TORRANCE FLITE PARK, LLC

a Califorpja limited lifj;i;i'ypany
By: 4 —

fembe

alprMartin
anaging Member

538/062579-0061
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ATTACHMENT NO. 1

EXHIBIT “F” (revised)

WEST PARCEL AND EAST PARCEL REQUIRED IMPROVEMENTS

GENERAL DESCRIPTION

The TFP plan is to create a development accommodating a series of FBO operations,
aviation-related office facilities, a series of modern technology aircraft storage hangars.
TEP’s plan of development anticipates construction involving 2 parcels called West Parcel and
East Parcel. The development proposed for each parcel is diagrammed 1n illustrative plans and a

block-out or building “footprint” plans in Exhibit F.

HANGAR MIX

TFP’s plan is to develop and operate three types of hangars:

Hangar Type 1 is the so-called “nested” T hangar, offering conveniences such as powered
doors, running water and lavatories. The TFP plan anticipates a quantity of forty-five Type 1
hangars, or 46% of the total proposed mix. Expected aircraft for those Type 1 hangars include
most smaller light aircraft, high performance single engine and most light twin aircraft; this list
includes Beechcraft Conanzas and Barons, Cessna 210 and 310 series Piper Cherokee, and
Senecas, etc. These hangars will accommodate a 40’ wingspan and will contain approximately
1,300 s.f. of floor area.

Hangar Type 2 is a medium size hangar, measuring approximately 44’ x 40°; it is

rectangular in shape, accommodating power doors, support storage and lavatories. Type 2

hangars will accommodate Beechcraft Duke, Cessna 340 and 400 series, Piper Navajo, and other

538/062579-0061
335624.03 PMO4 -1-
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executive aircraft.  TFP proposes approximately twenty-eight of Type 2 hangars, representing
29% of the proposed mix.
Hangar Type 3 15 a specialty type hangar whose purpose is two-fold:
a. Multi-aircraft storage of larger executive aircraft
b. Potential FBO, sales, storage, and maintenance facilities
These hangars vary in size depending on their adaptability for FBO purposes, ranging up
to 9,000 square feet. The TFP plan anticipates approximately 20 Type 3 hangars, or 21% of the

proposed mix.

WEST PARCEL DEVELOPMENT

The West Parcel is planned to accommodate FBO operations and thirty-six hangars
supported by adequate auto parking and featuring a significant landscaped open space element.
The diagram on the following pages illustrates the proposed West Parcel program which
emphasizes open space, landscaping and low proﬁlé business office/FBO facilities near the
intersection of Madison Street and Airport Drive.

Approximately 6,600 square feet of floor space is anticipated for FBO activity, while the
thirty-six hangar space inventory is planned for four executive FBO hangars (Type 3), 20 Type 2
and 12 Type 1 hangars. As with all proposed hangars, TFP proposes these as steel structures
clad with steel panels and internally furnished with drywall, fire retardant surfaces.

The prototype building design for the FBO facilities is the same flex-space anticipated for
the West Parcel and the East Parcel one or-two story structures. This particular design approach
allows for the creation of many “corner” offices and workspaces to accommodate the variety of

activities that fit under the broader interpretation of “FBO”.

$38/062579-0061
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22

EAST PARCEL DEVELOPMENT

The East Parcel construction program is planned to accommodate a series of FBO
operations in one FBO facility and fifty-three hangars. This step is anticipated to allow the
return of full service activity of the current FBO’s which may have been displaced temporarily
by the construction of the earlier phases, as well as other operators to be solicited by TFP.

The East Parcel development contemplates the following mix of hangars:

Type T1 Approximately 33 representing 62% of East Parcel hangars
Type T2 Approximately 8 representing 15% of East Parcel hangars
Type T3 Approximately 12 representing 23% of East Parcel hangars

East Parcel is anticipated to be constructed in two phases:

Phase 1 (West Portion) — consisting of 28 hangars

Phase 2 (East Portion) — consisting of 25 hangars
The East Parcel FBO building of approximately 10,000 square feet is anticipated to be
constructed during Phase 2 unless demand suggests a start of co.nstmction during Phase 1. The
East Parcel is also proposed to accommodate one underground aviation fuel storage facility. In

addition the TFP plan proposes a restaurant to be located in the FBO building proposed for the

East Parcel.

WEST AND EAST PARCEL FBO BUILDING DESIGN

TFP is exploring the following method of construction for these facilities: Conventional

wood frame with stucco wall finish and tile roofs.

5§38/062579-0061
535624.03 PMD4 '3 -
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APPROVALS

With respect to all buildings proposed for the East and West parcels; building elevations,
material, colors and landscaping are subject to approval of the City’s Community Development

Director.

538/062579-0061
535624.03 PMO4 -4-
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ATTACHMENT NO. 2

EXHIBIT “G” (revised)

OPTION PARCEL CONCEPTUAL SITE PLAN

[Attached]
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27 Attachment D

AMENDED AND RESTATED LEASE

by and between

CITY OF TORRANCE
a California municipal corporation

and

;

TORRANCE FLITE PARK, L1L.C
a California limited liability company

DISCLAIMER: The submission o(tbﬁ}casc for examination or the negotiation of the transactions described herein docs not constitute
an offer by City, and this Lease does ngt constitute a binding contract unless and until executed by City and Lessce.

. CBQ{:L

Final Flite Park Amended and Restated Lease 4-14-03

gLL=-10023
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On September 19, 2001, the CITY OF TORRANCE, a California municipal corporation
(“City”), and TORRANCE FLITE PARK, LLC, a California limited liability company
(“Lessee”), executed that certain real property Lease regarding development of land at the
Zamperini Field Torrance Municipal Airport (“Lease”).

‘Pursuant to Section 26.B of that Lease, the parties reserved the power to amend and
modify the Lease provided that such amendment and modification has been (i) approved by the
City Council and set forth in a written instrument, expressly purporting to amend the Lease,
executed by the City Manager or his or her designee or the Mayor for the City; (ii) executed by
Lessee; and (111) approved in writing by any Approved Leasehold Mortgagee.

The parties now wish to amend and modify certain provisions of the Lease. As such, the
parties hereby amend, modify, and entirely restate the Lease as follows:

AMENDED AND RESTATED LEASE

THIS AMENDED AND RESTATED LEASE (“Lease™) is made and entered into this 1™
day of April, 2003 (“Effective Date”), by and between the CITY OF TORRANCE, a California
municipal corporation (“City”), and TORRANCE FLITE PARK, LLC, a California limited

liability company (“Lessee™).

RECITALS:

A. City is the owner of Zamperini Field Torrance Municipal Airport (the “Airport”)
and operates the same for the promotion, accommodation, and development of air commerce and
transportation. The Airport is located in the City of Torrance, County of Los Angeles, State of
Califomia, and its boundaries are more particularly described in that certain Quitclaim Deed
executed by the United States of America, dated March 5, 1948, and recorded on May 13, 1948,
in Book 27145, Page 362, of Official Records in the Office of the County Recorder of Los
Angeles (the “Quitclaim Deed”), a copy of which is attached hereto as Exhibit “A.” The City is
authorized to enter into this Lease pursuant to Exhibit A and the subsequent Quitclaim Deed
dated March 22, 1956 recorded in Book 52630 Page 135, Los Angeles County Recorder’s
Office, the United States of America released, with certain exceptions, the Airport from the
conditions, reservations and restrictions of the Quitclaim Deed.

B. City desires to lease to Lessee and Lessee desires to lease from City that portion
of the Airport consisting of approximately 4.33 acres of land area, more particularly described in
the legal description attached hereto as Exhibit “B” and depicted on the site map attached hereto
as Exhibit “E” (the “West Parcel”) and that portion of the Airport consisting of approximately
5.98 acres of land area, more particularly described in the legal description attached hereto as
Exhibit “C” and depicted on the site map attached hereto as Exhibit “E” (the “East Parcel”). The
West Parcel and the East Parcel are collectively referred to herein as the “Leased Premises.”

C. City desires to grant to Lessee an option to lease from City that portion of the
Airport consisting of approximately 2.41 acres of land area, more particularly described in the
legal description attached hereto as Exhibit “D” and depicted on the site map attached hereto as
Exhibit “E” (the “Option Parcel”), on the terms and conditions set forth in this Lease. If Lessee
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exercises the option to lease from City the Option Parcel, upon the Delivery Date of the Option
Parcel, the term “Leased Premises” shall be deemed to include the Option Parcel.

D. The Leased Premises are being leased pursuant to the authority contained in
Section 37380 of the Government Code of the State of California, amended by statutes 1983 and
Section 37395 of said Code, added by statutes of 1954 (West’s Annotated California Codes) and
pursuant to the powers conferred on the City by the provisions of Article 11 of the Constitution
of the State of California.

COVENANTS

NOW, THEREFORE, IN CONSIDERATION OF THE PROMISES AND OF THE
MUTUAL COVENANTS HEREIN CONTAINED, CITY AND LESSEE HEREBY AGREE AS

FOLLOWS:

1. DEFINITIONS

The follow terms when used in this Lease shall have the meanings set forth below:

The term "Additional Rent” shall have the meaning ascribed in Paragraph 8F of this
Lease.

The term "Airport” shall mean the Zamperini Field Torrance Municipal Airport located
within the City of Torrance, County of Los Angeles, State of California.

The term "Commencement Date" shall mean the date that is the Delivery Date for the
West Parcel, which 1s December 26, 2001.

The term "Delivery Date" shall mean the date on which possession of a Parcel is
delivered to Lessee pursuant to Paragraph 4 of this Lease.

The term "East Parcel” shall mean that certain real property consisting of approximately
5.98 acres of land area located within the Airport, more particularly described in the legal
description attached hereto as Exhibit “C” and depicted on the site map attached hereto as
Exhibit “E”.

The term “East Parcel Conditions” shall have the meaning ascribed in Paragraph 3B(2) of
this Lease.

The term "East Parcel Contingency Date" shall mean either (i) September 30, 2005, in the
event Lessee exercises the Option to lease the South Portion Option Parcel to develop “Concept
Plan A” as depicted in Exhibit “G-1” of this Lease; or (ii) April 30, 2005, in the event Lessee
exercises the Option to lease the South Portion Option Parcel to develop “Concept Plan C” as
depicted in Exhibit “G-2” of this Lease, or if Lessee fails to exercise any Option to lease the
South Portion Option Parcel for any reason, as more fully explained in Paragraphs 3B(2) and
5SA(4) of this Lease.

The term “East Parcel Required Improvements” shall mean the improvements to be
constructed and installed by Lessee on the East Parcel that are described in Exhibit "F" of this

Lease.
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The term "Effective Date" shall mean the date on which both Lessee and City have
executed this Lease, which date shall be inserted into the preamble to this Lease.

The term "FAA" shall mean the Federal Aviation Administration.

The term "Initial Leased Premises" collectively refers to the West Parcel and the East
Parcel. The Option Parcel is not a part of the Initial Leased Premises.

The term "Lease Year" shall have the meaning ascribed in Paragraph 3A of this Lease.

The term "Leased Premises" collectively refers to the West Parcel and the East Parcel
and, if Lessee exercises the Option, upon the Delivery Date of the Option Parcel, the Option

Parcel.

The term "Minimum Basic Rent" shall mean the minimum rent to be paid by Lessee to
City, subject to adjustments as provided in Paragraph 5.

The term "Notice of Possession" shall mean the written notice delivered by City to
Lessee tendering possession of a Parcel, as more fully explained in Paragraph 4 of this Lease.

The term “North Portion Option Parcel” shall mean that certain real property within the
Option Parcel consisting of approximately 1.17 acres of land area as depicted on Exhibit “G1” to
this Lease. Currently there is no recorded property line to legally bifurcate the Option Parcel, yet
provisions for obtaining such are described in Paragraph 2.C.

The terin "Option" shall mean the option granted by City to Lessee to lease the Option
Parcel.

The term “Option Parcel” shall mean that certain real property inclusive of the “North
Portion Option Parcel” and “South Portion Option Parcel,” consisting aggregately of
approximately 2.41 acres of land area located within the Airport and more particularly described
in the legal description attached hereto as Exhibit “D” and depicted on the site map attached

hereto as Exhibit “E.”

The term "Option Parcel Aeronautical Uses" shall have the meaning ascribed in
Paragraph 9A(2) of this Lease.

The term “Option Parcel Required Improvements” shall mean the improvements, as
applicable pursuant to Paragraph 2.C, to be constructed and installed by Lessee on the Option
Parcel that are described in Exhibits "G1" and “G2” of this Lease.

The term "Option Period" shall mean the applicable period, as defined in Paragraph 2.C.1
of this Lease, during which Lessee has the right to exercise the Option to lease the North Portion

Option Parcel and/or the South Portion Option Parcel.

The term "Parcel” shall individually refer to the West Parcel, the East Parcel or the
Option Parcel.

The term “Parking Structure Development Criteria” shall mean City’s proposed South
Portion Option Parcel parking structure site plan schematic drawings specifying square footage,
number of floors, method of ingress and egress, and minimum construction requirements, if any.
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The term "Percentage Rent" shall have the meaning ascribed in Paragraph 6 of this Lease.

The term "Rent Commencement Date" shall mean the date that Lessee's obligation to pay
Minimum Basic Rent commenced. The Rent Commencement Date is the earlier of (i) the date
that 1s three hundred sixty five (365) days after the Commencement Date, which is December 26,
2002; or (11) the date City issues its certificate of occupancy for the West Parcel Required

Improvements.

The term "Required Improvements" collectively refers to the "East Parcel Required
Improvements,” the West Parcel Required Improvements, and the Option Parcel Required
Improvements.

The term “South Portion Option Parcel” shall mean that certain real property within the
Option Parcel consisting of approximately 1.24 acres of land area as depicted on Exhibit “G1” to
this Lease. Currently there is no recorded property line to legally bifurcate the Option Parcel, yet
provisions for obtaining such are described in Paragraph 2.C.

The term “Structures” shall mean all existing vertical and other improvements, including
but not limited to, buildings, fences, floor slabs and paving.

The term "West/East Parcel Aeronautical Uses" shall have the meaning ascribed in
Paragraph 9A(1) of this Lease.

The term "West Parcel” shall mean that certain real property consisting of approximately
4.33 acres of land area located within the Airport, more particularly described in the legal
description attached hereto as Exhibit "B" and depicted on the site map attached hereto as

Exhibit "E".

The term “West Parcel Conditions” shall have the meaning ascribed in Paragraph 3B(1)
of this Lease.

The term “West Parcel Required Improvements™ shall mean the improvements to be
constructed and installed by Lessee on the West Parcel that are described in Exhibit "F" of this

Lease.

2. LEASE OF LEASED PREMISES

A. Leased Premises. For and in consideration of the rents, covenants and conditions
herein contained, effective upon the Delivery Date for each Parcel, City does hereby lease to
Lessee and Lessee does hereby lease from City the Parcels comprising the Leased Premises.

B. Condition of Leased Premises. The Leased Premises are leased to Lessee and
Lessee hereby accepts the Leased Premises in “AS-IS” and “WHERE-IS” condition, without any
representations or warranties by City or City’s agents, and subject to all applicable zoning,
municipal, county, state and federal laws, ordinances and regulations governing and regulating
the Leased Premises, including, without limitation, the City of Torrance Municipal Code, and all
covenants, conditions and restrictions of record, and accepts this Lease subject thereto and to all
matters disclosed hereby. Subject to the following, Lessee acknowledges that it has conducted
such reviews and inspections as it has deemed necessary to satisfy itself regarding all aspects of
the condition of the Leased Premises, including, without limitation, the condition of title of the
Leased Premises, applicable zoning and other laws, the presence of Hazardous Materials (as
defined in Paragraph 9E), the physical condition of the Leased Premises, the suitability of the
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Leased Premises for the uses to which Lessee intends and/or the suitability of Lessee’s plans for
construction and the anticipated conduct of its business. There are currently tenants in
possession of the East Parcel and, as of the Effective Date, Lessee has not conducted its
inspections of the physical condition of the East Parcel. Within sixty (60) days of the
satisfaction of the East Parcel Conditions described in clause (i) of Paragraph 3B(2) of this
Lease, Lessee shall notify City in writing of its approval or disapproval of its inspections of the
physical condition of the East Parcel. Lessee's inspections shall be conducted only upon 72
hours prior notice to City. City shall have the right, but not the obligation, to accompany Lessee
during any such inspection. Lessee shall in a timely manner repair any and all damage to the
East Parcel caused by its inspections. Lessee shall not unreasonably withhold its approval of the
physical condition of the East Parcel. In the event Lessee approves the physical condition of the
East Parcel, at the request of either party hereto, the other party shall promptly enter into an
addendum to this Lease and a recordable memorandum thereof effecting the addition of such
East Parcel, but the failure or refusal of either party to do so shall not affect Lessee’s rights to
such East Parcel. Lessee's disapproval of the physical condition of the East Parcel shall
constitute Lessee's election to terminate this Lease as to the East Parcel only, pursuant to
Paragraph 3C. In the event Lessee fails to notify City in writing of its approval or disapproval
within the sixty (60) day period described above, Lessee shall be deemed to have approved the
results of its investigations and accepted the East Parcel in "AS-IS" and "WHERE-AS" condition

pursuant to this Paragraph.

C. Option to Lease Option Parcel. In consideration of Lessee’s performance of its
obligations set forth in this Lease, City hereby grants to Lessee an option (the “Option”) to lease
from City the Option Parcel. Currently there is no recorded property line to legally bifurcate the
Option parcel as contemplated by this Lease. The City has taken all necessary action as required
by the City Planning Commission to legally bifurcate the Option Parcel into two areas that shall
be referenced in this Lease as the “North Portion Option Parcel” and the “South Portion Option
Parcel.” City shall submit the new boundary documentation to the proper Los Angeles County
officlals for recordation no later than April 30, 2003.

1. Inspection and Acceptance. Lessee hereby exercises its Option to lease
the North Portion Option Parcel and the South Portion Option Parcel effective as of the future
dates defined below. The exercise of either of these Options is voidable by Lessee in the event
property inspections reveal any environmental condition or underlying easement that causes
development of such parcel to become economically unfeasible; and the exercise of the South
Portion Option Parcel is void automatically in the event that City develops the South Portion
Option Parcel with auto dealers and without Lessee’s involvement, as described in Paragraph
2.C.3(a) of this Lease. Subject to the foregoing, Lessee’s exercise of the Option for the North
Portion Option Parcel shall become effective as of April 30, 2003; and Lessee’s exercise of the
Option for the South Portion Option Parcel shall become effective as of either (i) May 30, 2003,
in the event “Concept Plan A” is adopted as depicted in Exhibit “G-1” of this Lease; or (ii)
August 31, 2003, in the event “Concept Plan C” is adopted as depicted in Exhibit “G-2" of this
Lease. As of the Effective Date, Lessee has not conducted its inspections of the physical
condition of the Option Parcel. Prior to March 31, 2003, City shall provide to Lessee any
schematic drawings, maps, or other documents defining the locations and specifications of all
Option Parcel subterranean utilities, structures, or lines and all Option Parcel easements within
possession of City. At any time prior to the effective date of Lessee’s exercise of its Option to
lease either the North Portion Option Parcel or South Portion Option Parcel, Lessee shall notify
City in writing of its approval or disapproval of its inspections of the physical condition of the
Option Parcel, as applicable. Lessee’s inspections shall be conducted only upon 72 hours prior
notice to City. City shall have the right, but not the obligation, to accompany Lessee during any
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such inspection. Lessee shall in a timely manner repair any and all damage to the Option Parcel
caused by its inspections. Lessee shall not unreasonably withhold its approval of the physical
condition of the Option Parcel. Lessee’s disapproval of the physical condition of either the
North Portion Option Parcel or the South Portion Option Parcel shall constitute Lessee’s election
to terminate this Lease as to that specific portion of the Option Parcel only, pursuant to
Paragraph 3C. Upon acceptance of the physical condition, Lessee shall then commence and
complete construction pursuant to the schedule described in Paragraph 10.B.2. In the event
Lessee exercises any Option described in this Lease, upon the Delivery Date of such Option
Parcel to Lessee, the term “Leased Premises” as used in this Lease shall thereupon be deemed to
include the applicable portion or portions of the Option Parcel. In the event Lessee exercises any
Option described in this Lease, at the request of either party hereto, the other party shall
promptly enter into an addendum to this Lease and a recordable memorandum thereof effecting
the addition of such portion or portions of the Option Parcel, but the failure or refusal of either
party to do so shall not affect Lessee’s rights to such portion or portions of the Option Parcel. In
the event Lessee’s exercise of its Option to lease any particular portion or portions of the Option
Parcel is voided or becomes void, then that particular Option shall automatically terminate and
all rights of Lessee in and to that particular portion or portions of the Option Parcel shall then
and there cease.

2. North Portion Option Parcel. Subject to acceptance by Lessee pursuant to
Paragraph 2.C.1 above, Lessee shall commence and complete construction of the aircraft hangar
and FBO office development pursuant to the schedule described in Paragraph 10.B.2, and in
accordance with “Concept Plan B” as depicted in Exhibit “G-1" of this Lease.

3. South Portion Option Parcel. Subject to acceptance by Lessee pursuant to
Paragraph 2.C.1 above, Lessee and City shall cooperate and work diligently in good faith to
(1) meet mutually with auto dealers, (i1) explore feasibility, and (iii) reach agreement concerning
the construction and management by Lessee of a parking structure to be located on the South
Portion Option Parcel. If Lessee and City reach agreement as to material terms including
Parking Structure Development Criteria, then Lessee shall obtain all governmental approvals,
commence and complete construction of the parking structure development pursuant to the
schedule described in Paragraph 10.B.2, and in accordance with “Concept Plan A” as depicted in

Exhibit “G-1 of this Lease.

a) Alternative Development by Dealers. In the event that Lessee and City do not reach
agreement as to material terms by April 30, 2003, then City shall have the right until July 31,
2003, to meet with auto dealers unilaterally and explore feasibility of construction by one or
more auto dealers of a parking structure to be located on the South Portion Option Parcel. If
City and one or more auto dealers reach agreement as to material terms for construction of a
parking structure, then Lessee’s right to develop a parking structure on the South Portion
Option Parcel will be terminated.

In order to provide Lessee with parking to support its development on the North Portion
Option Parcel, City agrees to Lease to Lessee all ground-level parking spaces in any parking
structure constructed by the City or any auto dealers on the South Portion Option Parcel.

The City will ensure that all ground level parking areas/entrances will have a minimum
vertical clearance height of ten feet.
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City will also Lease to Lessee any portion of the South Portion Option Parcel not covered by
the parking structure. City will ensure that any parking structure constructed by the City or
any auto dealers will provide the North Portion Option Parcel with vehicular ingress and
egress to the ground level parking. Additionally, City shall provide vehicle ingress and
egress to the North Portion Option Parcel from the General Aviation Center parking
lot/proposed new security entrance road as depicted in Exhibits G-1 and G-2 and in
accordance with City of Torrance rules and regulations regarding airport access by tenants.

Lessee will pay the City a one-time fee representing the cost of the ground level parking
structure improvements. The amount of the fee will be computed by multiplying the square
footage of the ground level parking structure by Four Dollars-Eighty-Six Cents per square
foot ($4.86). The fee will be due upon the City’s issuance of a certificate of occupancy for
the parking structure.

b) Alternative Development by Lessee. In the event that City and one or more auto dealers do
not reach agreement as to material terms by July 31, 2003, and subject to acceptance by
Lessee pursuant to Paragraph 2.C.1 above, Lessee shall commence and complete
construction of the aircraft hangar development pursuant to the schedule described in
Paragraph 10.B.2, and in accordance with “Concept Plan C” as depicted in Exhibit “G-2" of

this Lease.

c¢) Parking Structure Development by City. In the event the City develops the South Portion
Option Parcel with a parking structure, then commencing on the date the City issues its
certificate of occupancy for the parking structure, Minimum Basic Rent will be increased by
the sum of $1,240 per month [1.24 acres South Portion Option Parcel x $1,000 x 1.0].

3. TERM; CONDITIONS PRECEDENT

A. Term. The term of this Lease shall commence on the Commencement Date and
shall continue until the earlier of (i) the date that is thirty (30) Lease Years from and after the
date that City issues its certificate of occupancy for the East Parcel Required Improvements, or
(i1) June 30, 2039. A “Lease Year” is a period of twelve (12) consecutive calendar months
commencing on the first day of the first full calendar month during the term of the Lease;
provided that the first Lease Year shall also include any partial calendar month during which the
Commencement Date occurs, if the Commencement Date does not occur on the first day of a
calendar month. Upon request by either party, the parties shall execute and deliver to one
another an addendum to this Lease setting forth the Commencement Date and expiration date.

B. Conditions Precedent. This Lease shall be effective between the parties as of the
Effective Date; provided, however, that Lessee shall have no right to possession of any Parcel
prior to the satisfaction of the conditions precedent and the Delivery Date for that Parcel.

1. East Parcel Conditions. The performance of City and Lessee under this
Lease with respect to the East Parce] shall be contingent and conditional upon the fulfillment of
the following conditions precedent within the prescribed time limits (collectively, the "East
Parcel Conditions"): (i) City shall be in a position to deliver the East Parcel to Lessee free and
clear of any tenants or Structures on or before either (A) September 30, 2005, in the event Lessee
exercises the Option to lease the South Portion Option Parcel to develop “Concept Plan A” as
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depicted in Exhibit “G-1” of this Lease; or (B) April 30, 2005, in the event Lessee exercises the
Option to lease the South Portion Option Parcel to develop “Concept Plan C” as depicted in
Exhibit “G-2” of this Lease, or if Lessee fails to exercise any Option to lease the South Portion
Option Parcel for any reason (“East Parcel Contingency Date”) provided, however, that City
shall have an additional period of one hundred twenty (120) days after the East Parcel
Contingency Date in which to satisfy the foregoing condition so long as City has, prior to the
East Parcel Contingency Date, commenced unlawful detainer proceedings against any tenant
who remains in possession of the East Parcel (in which case all dates described in this
Paragraph 2, and the East Parcel Construction Completion dates described in Paragraph 10.B(2),
shall be postponed by an additional period of one hundred (120) days); (11) Lessee shall have
inspected and reasonably approved the physical condition of the East Parcel on or before either
(A) January 31, 2006, in the event Lessee exercises the Option to lease the South Portion Option
Parcel to develop “Concept Plan A” as depicted in Exhibit “G-1” of this Lease; or (B) August 31,
2005, in the event Lessee exercises the Option to lease the South Portion Option Parcel to
develop “Concept Plan C” as depicted in Exhibit “G-2” of this Lease, or if Lessee fails to
exercise any Option to lease the South Portion Option Parcel for any reason; and (1i1) Lessee
shall have submitted applications for all governmental approvals for the West Portion/Phase 1 of
East Parcel Required Improvements and City shall be in a position to issue building pernits for
the West Portion/Phase I of East Parcel Required Improvements, upon Lessee's payment of the
applicable fees, on or before either (A) August 31, 2006, in the event Lessee exercises the Option
to lease the South Portion Option Parcel to develop “Concept Plan A” as depicted in Exhibit “G-
1 of this Lease; or (B) March 31, 2006, in the event Lessee exercises the Option to lease the
South Portion Option Parcel to develop “Concept Plan C” as depicted in Exhibit “G-2” of this
Lease, or if Lessee fails to exercise any Option to lease the South Portion Option Parcel for any
reason. Lessee shall exercise diligent efforts to satisfy the East Parcel Condition referred to in
clause (iii) of the preceding sentence and shall make timely application for all such permits and
approvals. In the event that the East Parcel Conditions are not satisfied within the time periods
described above, either party shall have the right to terminate this Lease as to the East Parcel,
pursuant to Paragraph 3C below. If the termination occurs as the result of Lessee’s failure to
satisfy any of the conditions contained in this Paragraph 3.B.2, Lessee will be subject to the

added rent set forth in Paragraph 5.A.

C. Termination. Upon the failure of any of the East Parcel Conditions, or upon the
reasonable disapproval of the physical condition of any Parcel, either party shall have the right to
terminate this Lease as to that Parcel by giving written notice of such termination to the other
party. Upon such termination of this Lease and provided that such termination is not caused by
the breach or default by any party, neither party shall have any further obligation to complete the
transactions contemplated by this Lease as to that Parcel. Reasonable disapproval of the physical
condition of any Parcel shall not be deemed a breach or default of Lessee, and shall not cause
Lessee to incur the added rent set forth in Paragraph 5.A. In the event this Lease is terminated as
to any or all Parcels, pursuant to this Paragraph, Lessee shall surrender the affected Parcel(s) to
City pursuant to the provisions set forth in Paragraph 12 of this Lease. If, on the date of said
termination, Lessee has commenced, but not completed, construction and installation of the
Requirement Improvements or any other improvements, City shall have the right, within sixty
(60) days after the date of termination, to require Lessee to demolish the uncompleted
improvements, and clear them from the Leased Premises.

4. POSSESSION; DELIVERY DATE

As to the West Parcel and the East Parcel, no later than the date that is seven (7) days
after the date that the Conditions for that Parcel have been satisfied pursuant to Paragraph 3B of
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this Lease, City shall deliver to Lessee written notice in the manner set forth in Paragraph 25
tendering possession of the Parcel to Lessee (the “Notice of Possession™). The date on which the
Notice of Possession is deemed effective pursuant to Paragraph 25 shall be deemed the "Delivery
Date" for that Parcel and possession shall be delivered to Lessee on that date. Notwithstanding
the foregoing, Lessee shall have no obligation to accept tender of possession of the East Parcel
prior to (i) January 31, 2006, in the event Lessee exercises the Option to lease the South Portion
Option Parcel to develop “Concept Plan A” as depicted in Exhibit “G-17 of this Lease; or
(ii) August 31, 2005, in the event Lessee exercises the Option to lease the South Portion Option
Parcel to develop “Concept Plan C” as depicted in Exhibit “G-2” of this Lease, or if Lessee fails
to exercise any Option to lease the South Portion Option Parcel for any reason. As to the Option
Parcel, the “Delivery Date” shall be the date that Lessee’s exercise of the Option to lease the
North Portion Option Parcel and/or the South Portion Option Parcel becomes effective pursuant

to Paragraph 2.C.1.

5. MINIMUM BASIC RENT

A, Minimum Basic Rent. Minimum Basic Rent for each Parcel will be $1,000 per
acre per month. Should any material portion of any Parcel be mutually deemed unuseable, the
rent for that portion shall be adjusted accordingly.

1. West Parcel Rent. Commencing on the earlier of (i) the date that is three
hundred sixty five (365) days after the Commencement Date or (ii) the date City issues its
certificate of occupancy for the West Parcel Required Improvements (“Rent Commencement
Date”) and on the first day of each succeeding calendar month thereafter through the First Rent
Adjustment Date, Lessee shall pay to City minimum basic rent (“Minimum Basic Rent”) in the
amount of $ 4,330. In the event the Rent Commencement Date does not occur on the first day of
a calendar month, the Minimum Basic Rent owing by Lessee for the first partial month shall be
prorated based on a thirty (30) day month. The first full months' rent in the amount of $4,330
plus any partial Minimum Basic Rent for the first partial month in the event the Rent
Commencement Date does not occur on the first day of a calendar month shall be due and
payable by Lessee on the Commencement Date.

2. North Portion Option Parcel Rent. Commencing on the earlier of (i)
October 1, 2004, or (ii) the date City issues its certificate of occupancy for the aircraft hangar
and FBO office development in accordance with “Concept Plan B” as depicted in Exhibit “G-1”
of this Lease, Minimum Basic Rent shall be increased by the sum of $1,170 per month [1.17
acres North Portion Option Parcel x $1,000 x 1.0].

In the event Lessee does not complete, to the City’s satisfaction, the aircraft
hangar and FBO office development in accordance with “Concept Plan B” as depicted in Exhibit
“G-1" of this Lease prior to February 28, 2005, then commencing on March 1, 2005, the
Minimum Basic Rent shall be further increased on that date by the sum of $585 per month [1.17
acres North Portion Option Parcel x $1,000 x .5]..

3. South Portion Option Parcel Rent.

(a) Parking Structure Development (Concept Plan A). In the event Lessee
does exercise the Option to lease the South Portion Option Parcel to develop “Concept Plan A”
as depicted in Exhibit “G-1” of this Lease, then commencing on the earlier of (i) May 1, 2005, or
(ii) the date City issues its certificate of occupancy for the parking structure development in
accordance with “Concept Plan A” as depicted in Exhibit “G-1” of this Lease, Minimum Basic
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Rent shall be increased by the sum of $1,240 per month [1.24 acres South Portion Option Parcel
x $1,000 x 1.0].

In the event Lessee does exercise the Option to lease the South Portion
Option Parcel to develop “Concept Plan A” as depicted in Exhibit “G-1” of this Lease, and
Lessee does not complete, to the City’s satisfaction, the parking structure development in
accordance with “Concept Plan A” as depicted in Exhibit “G-1" of this Lease prior to November
30, 2005, then commencing on December 1, 2005, the Minimum Basic Rent shall be further
increased on that date by the sum of $620 per month [1.24 acres South Portion Option Parcel x

$1,000 x .5).

(b) Hangar Development (Concept Plan C). In the event Lessee does
exercise the Option to lease the South Portion Option Parcel to develop “Concept Plan C” as
depicted in Exhibit “G-2” of this Lease, then commencing on the earlier of (i) January 1, 2005,
or (ii) the date City issues its certificate of occupancy for the aircraft hangar development in
accordance with “Concept Plan C” as depicted in Exhibit “G-2" of this Lease, Minimum Basic
Rent shall be increased by the sum of $1,240 per month [1.24 acres South Portion Option Parcel

x $1,000 x 1.0].

In the event Lessee does exercise the Option to lease the South Portion
Option Parcel to develop “Concept Plan C” as depicted in Exhibit “G-2” of this Lease, and
Lessee does not complete, to the City’s satisfaction, the aircraft hangar development in
accordance with “Concept Plan C” as depicted in Exhibit “G-2” of this Lease prior to May 31,
2005, then commencing on June 1, 2005, the Minimum Basic Rent shall be further increased on
that date by the sum of $620 per month [1.24 acres South Portion Option Parcel x $1,000 x .5].

4. East Parcel Rent. The East Parcel Required Improvements shall be
developed in two phases. As depicted in Exhibit “F” of this Lease, the “West Portion/Phase 1”
shall be developed first, and the “East Portion/Phase 2” shall be developed second.

(a) Parking Structure Development (Concept Plan A). In the event Lessee
exercises the Option to lease the South Portion Option Parcel to develop “Concept Plan A” as
depicted in Exhibit “G-1” of this Lease, then commencing on the earlier of (i) January 1, 2009,
or (i) the date City issues its certificate of occupancy for the West Portion/Phase 1 development
as depicted in Exhibit “F” of this Lease, Minimum Basic Rent shall be increased by the sum of
$5,980 per month [5.98 acres East Parcel x $1,000 x 1.0]. If Lessee satisfies the East Parcel
Conditions set forth in 3.B.2 and takes possession, but then fails to complete construction of the
West Portion/Phase 1 pursuant to Paragraph 10.B.2, then commencing on July 1, 2008,
Minimum Basic Rent shall be further increased by the sum of $2,345 per month [4.69 acres West
Portion/Phase 1 x $1,000 x .5]. If Lessee satisfies the East Parcel Conditions set forth in 3.B.2
and takes possession, but then fails to complete construction of the East Portion/Phase 2 pursuant
to Paragraph 10.B.2, then commencing on January 1, 2010, Minimum Basic Rent shall be further
increased by the sum of $645 per month [1.29 acres East Portion/Phase 2 x $1,000 x 5] In the
event Lessee fails to take possession of the East Parcel without justification, then on or before
March 31, 2006, Lessee shall pay a one-time penalty to the City in the amount of $346,890.

(b) Hangar Development (Concept Plan C). In the event Lessee exercises
the Option to lease the South Portion Option Parcel to develop “Concept Plan C” as depicted in
Exhibit “G-2" of this Lease, or Lessee fails to exercise any Option to lease the South Portion
Option Parcel for any reason, then commencing on the earlier of (i) August 1, 2008, or (11) the
date City issues its certificate of occupancy for the West Portion/Phase 1 development as
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depicted in Exhibit “F” of this Lease, Minimum Basic Rent shall be increased by the sum of
$5,980 per month [5.98 acres East Parcel x $1,000 x 1.0]. If Lessee satisfies the East Parcel
Conditions set forth in 3.B.2 and takes possession, but then fails to complete construction of the
West Portion/Phase 1 pursuant to Paragraph 10.B.2, then commencing on February 1, 2008,
Minimum Basic Rent shall be further increased by the sum of $2,345 per month [4.69 acres West
Portion/Phase 1 x $1,000 x .5]. If Lessee satisfies the East Parcel Conditions set forth in 3.B.2
and takes possession, but then fails to complete construction of the East Portion/Phase 2 pursuant
to Paragraph 10.B.2, then commencing on July 1, 2009, Minimum Basic Rent shall be further
increased by the sum of $645 per month [1.29 acres East Portion/Phase 2 x $1,000 x .5]. In the
event Lessee fails to take possession of the East Parcel without justification, then on or before
October 31, 2005, Lessee shall pay a one-time penalty to the City in the amount of $316,990.

B. Cost of Living Adjustment. Commencing on the first day of the thirty-seventh
(37th) full calendar month following the Commencement Date, and continuing each third year
anniversary thereafter (“CPI Rent Adjustment Date”), the Minimum Basic Rent for the Leased
Premises shall be increased by the sum of the CPI Increase Amount for each of the three (3)
Lease Years preceding the CPI Rent Adjustment Date. The CPI Increase Amount for each Lease
Year shall be equal to the greater of (i) three percent (3%) of the Minimum Basic Rent payable
on the last month of the Lease Year or (ii) the percentage increase in the Consumer Price Index,
All Urban Consumer (1982-4=100) for the Los Angeles-Riverside-Orange County CMSA (the
“Index”) issued by the United States Bureau of Labor Statistics, Department of Labor (the
“Bureau”) for that Lease Year, not to exceed six percent (6%) of the Minimum Basic Rent
payable as of the last month of that Lease Year. The percentage increase in the Index for each
Lease Year shall be determined by dividing the Index published most immediately preceding the
last day of the Lease Year by the Index published twelve (12) months prior. In the event the
Index is not published in the month that is twelve (12) months prior, the Index utilized shall be

the Index published for the month which is closest chronologically.

If the Bureau shall revise the Index, the parties shall accept the method of revision
or conversion recommended by said Bureau. If said Index shall be discontinued with no
recommended substitute, another consumer price index for the Los Angeles Metropolitan area
which includes the City of Torrance, and which is generally recognized as authoritative, shall be
substituted by agreement of the parties. If the parties are unable to agree within thirty (30) days
after demand by either party, on application of either party, a substitute index shall be selected by
the Chief Officer of the San Francisco Regional Office of the Bureau of Labor Statistics, or its

SUCCESSor.

0. PERCENTAGE RENT

Al Percentage Rent Payment. In addition to the Minimum Basic Rent to be paid to
City by Lessee, for each Lease Year during the term of this Lease, commencing on the Rent
Commencement Date, Lessee shall pay to City as “Percentage Rent” the respective amounts set
forth in subparagraph B of this Paragraph 6 if and to the extent that such Percentage Rent
exceeds the aggregate amount of Minimum Basic Rent payable for the Lease Year in question.
Percentage Rent, if any, shall be paid annually in arrears pursuant to the provisions of Paragraph

6C.

B. Percentage of Adjusted Gross Receipts.

The amount of Percentage Rent due for each Lease Year shall be the amount, 1f
any, by which a sum equal to the “Percentage Rate” (defined below) of the amount of “Adjusted
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Gross Receipts” (defined in Paragraph 6B(3)) derived from the Leased Premises with respect to
such Lease Year exceeds the aggregate amount of Minimum Basic Rent payable to City for such

Lease Year.
The Percentage Rate means the following percentages:

(a) For each of the first five (5) Lease Years, the Percentage Rate shall
be nine percent (9%);

(b) For each of the sixth through and including the tenth Lease Years,
the Percentage Rate shall be ten percent (10%);

(c) For each of the eleventh through and including the fifteenth Lease
Years, the Percentage Rate shall be eleven percent (11%);

(d) For each of the sixteenth through and including the twentieth Lease
Years, the Percentage Rate shall be twelve percent (12%); and

(e) For each subsequent Lease Year during the term of this Lease, the
Percentage Rate shall be thirteen percent (13%).

The term “Adjusted Gross Receipts,” as used in this Lease, shall mean all rentals
(including without limitation fixed rent and percentage rent) and other payments paid to Lessee
directly or indirectly by “tenants” (hereinafter defined) (but excluding the amounts of rentals not
collected due to any default or bankruptcy of any tenant) for the occupancy or use of all or any
portion of the Leased Premises, together with (i) the reasonable rental value of any part of the
Leased Premises occupied by Lessee or any “Affiliate of Lessee” (defined in Subparagraph 6E)
calculated on a square footage basis with respect to the particular area utilized by Lessee or such
Affiliate, with such rental value to be equal or substantially equal to the rental value of similar
space located on that Parcel, and (ii) any and all monies and other things of value received by
Lessee or any Affiliate of Lessee as consideration for the use or occupancy of all or any part of
that Parcel. Notwithstanding the foregoing, however, the term “Adjusted Gross Receipts” shall
not include any of the following: (i) any security and other refundable deposits received by
Lessee from any tenant, except to the extent that such security deposit is an advance payment of
rent; (i) any monies or property received by Lessee as consideration for the assignment of
Lessee’s (including Lessee’s successors and assigns) interest, in whole or in part, in the Leased
Premises; (iii) amounts either paid by Lessee or paid to Lessee by tenants which represent any
payment or credit for payment of real property taxes, calculated applicable portion of the
minimum ground lease, insurance premiums, utilities, maintenance, repairs, common area
charges paid or payable by Lessee to third parties, customary and reasonable management fees or
similar charges paid by tenants to Lessee or credited to tenants by Lessee in connection with
such common area maintenance charges, services, or benefits; or (iv) the reasonable rental value
of space used by Lessee for management and leasing offices. In the event the Leased Premises
should ever be subleased in whole or in part to any person or entity which does not itself use or
occupy such subleased premises, but instead further subleases the same for use or occupancy by
others, such occupancy rentals and subrentals derived from such further subleases shall be
included in the term “Adjusted Gross Receipts” for purposes of this Lease, notwithstanding that
such occupancy rentals or subrentals shall be payable to a person or entity other than Lessee;
provided, however, that in the case of a sublease made by Lessee to a non-Affiliate of Lessee on
an arm’s-length basis providing for fair rentals at the time entered into, only the rentals payable
by the sublessees to Lessee shall be included in Adjusted Gross Receipts. The term “sublease™
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shall include subleases, underlettings, concessions, licenses, or other arrangements at any level
for the use or occupancy of any portion of the Leased Premises, and the term “rental” or
“occupancy rental” shall include all rent, monies, and other considerations paid for the use or
occupancy of the Leased Premises or any part thereof except as excluded by any of the
foregoing. The Adjusted Gross Receipts for the East Parcel shall not be used in calculating the
Percentage Rent until the date Minimum Basic Rent on the East Parcel first commences pursuant
to Paragraph 5A(4) of this Lease. In the event Lessee exercises the Option to Lease the North
Portion Option Parcel, the Adjusted Gross Receipts for the North Portion Option Parcel shall not
be used in calculating the Percentage Rent until the date Minimum Basic Rent on the North
Portion Option Parcel first commences pursuant to Paragraph SA(2) of this Lease. In the event
Lessee exercises the Option to Lease the South Portion Option Parcel, the Adjusted Gross
Receipts for the South Portion Option Parcel shall not be used in calculating the Percentage Rent
until the date Minimum Basic Rent on the South Portion Option Parcel first commences pursuant
to Paragraph 5A(3) of this Lease.

EXAMPLE: (Amount rounded for convenience) In Lease Year I, if the Leased Premises
are comprised of the Initial Leased Premises, the aggregate Minimum Basic Rent is $51,960, and
the Adjusted Gross Receipts accruing to the Initial Leased Premises for the first Lease Year is
$600,000, then the Percentage Rent due to City would be $54,000. [S$600,000 (Adjusted Gross
Receipts) x 0.09 ]. Since the Percentage Rent due to the City is greater than the Minimum Basic
Rent the additional amount due to the City is $2,040.

Lessee covenants and agrees that each sublease will be entered into on an arm’s-
length basis providing for fair rentals or other payments at the time entered into. Lessee shall
disclose to the City any transactions (i) with Affiliates of Lessee or (11) with any person or entity
which has entered into any lease, license or concession agreement with Lessee or any Affiliate of
Lessee for any property other than the Leased Premises.

C. Time Payable. Percentage Rent shall be paid to City no later than the date that is
sixty (60) days after the last day of each Lease Year during the term of this Lease at the same
time as the Annual Reports described in Paragraphs 6D(1) and (3) below, are submitted to City.
The obligations of Lessee under this Paragraph 6 which arise prior to the expiration or earlier
termination of this Lease shall survive the expiration or earlier termination of this Lease.

D. Report Payment and Audit.

Within sixty (60) days following the end of each Lease Year during the term of
this Lease, Lessee shall make a report in writing, in triplicate, to the Director of Finance of the
City, which shall set forth:

(a) The name(s), the commencement and termination dates and
location of that portion of the Leased Premises used or occupied by each tenant;

(b)  The total amount of Adjusted Gross Receipts payable and paid
during the preceding Lease Year by each such tenant (including Affiliates of Lessee);

(c) The location of any part of the Leased Premises occupied by
Lessee or any Affiliate of Lessee and the square footage utilized thereby; and

(d)  The amount of Percentage Rent, if any, due to City under the
provisions of this Paragraph 6.
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The term “tenant” as used in this Paragraph 6 shall mean and include any person
from whom rent or other payment or consideration is received, including but not limited to a
sublessee, concessionaire, licensee and any other person using or occupying any portion of the
Parcel from whom any such rent, payment or other consideration is received.

Lessee agrees to deliver to the City within sixty (60) days after the end of each
Lease Year a “Certified Statement of Adjusted Gross Receipts” showing the Adjusted Gross
Receipts for such Lease Year. Each “Certified Statement of Adjusted Gross Receipts” shall be a
complete statement made and signed by a certified public accountant on behalf of Lessee,
showing accurately and in reasonable detail the amount of the Adjusted Gross Receipts for the

Lease Year for which the same is required.

Lessee shall keep complete and adequate books and reports in accordance with
generally accepted accounting principles, consistently applied sufficient to show all Adjusted
Gross Receipts received by or for the account of Lessee from all tenants of the Leased Premises
for the period covering at least the four (4) most recent Lease Years or, if longer, until any
dispute involving or relating to the subject matter of such books and reports has been resolved.

The City shall have the right to inspect and audit at its own expenses such records
used as the basis of such reports during normal business hours upon reasonable prior notice to
Lessee for the purpose of determining the accuracy of such reports. In any event, this right to
inspect shall lapse one (1) year after the City’s receipt of the Certified Statement of Adjusted

Gross Receipts.

If, upon any examination by the City of the books and records of Lessee, an error
shall be revealed in favor of the City which results in there being due to the City for any year
additional rent in the amount of ten percent (10%) or more of that reported by Lessee, then the
reasonable cost of such examination shall be paid by Lessee to the City:.

E. Certain Definitions. As used in this Lease: “Affiliate” means any entity which,
directly or indirectly, Controls, is Controlled by, or is under common Control with Lessee; and
“Control” (and its derivatives) means the ownership, directly or indirectly, of at least fifty-one
percent (51%) of the voting securities of, or possession of the right to vote, in the ordinary
direction of its affairs, of at least fifty-one percent (51%) of the voting interest in, any person or
entity.

7. PAYMENT OF RENT:; LATE CHARGE

Al Place of Payment. All Minimum Basic Rent, Percentage Rent and Additional
Rent payments shall be paid when due, without notice or demand and without deduction,
counterclaim or offset, to City at the office of the Finance Director of the City at 3031 Torrance
Boulevard, Torrance, California, 90503, or at such place as City shall from time to time
designate in writing.

B. Late Charge. Lessee hereby acknowledges that late payment by Lessee to City of
rental or other sums due hereunder will cause City to incur costs not contemplated by this Lease,
the exact amount of which 1s difficult and impracticable to fix. Such costs include, but are not
limited to, processing and accounting charges. Accordingly, any payment of any sum to be paid
by Lessee not paid within five (5) business days of its due date shall be subject to a five
percent (5%) late charge and a late charge in that same amount shall be due and payable on the

first day of each month thereafter that such payment remains outstanding. City and Lessee agree
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that this large charge represents a fair and reasonable estimate of the costs and expenses City will
incur by reason of late payment by Lessee, and is a fair compensation to City for its loss suffered
by such late payment by Lessee. The provisions herein for payment of late charges shall not be
construed to extend the date for payment of any sums required to be paid by Lessee hereunder or
to relieve Lessee of its obligation pay all such sums at the time or times herein stipulated.
Notwithstanding the imposition of such late charges, Lessee shall be in default under this Lease
if any or all payments required to be made by Lessee are not made at the time herein stipulated,
and neither the demand for, nor collection by, City of suth late charges shall be construed as a
curing of such default on the part of Lessee.

C. Interest. Any sum to be paid pursuant to the terms of this Lease not paid when
due shall bear interest from and after the due date until paid at a rate equal to twelve percent
(12%), so long as the rate does not exceed the maximum non-usurious rate permitted by law, in
which case interest shall be at the maximum non-usurious rate allowed by law at the time the

sum became due.

8. TAXES, ASSESSMENTS, UTILITY CHARGES, AND ADDITIONAL RENT

A. Net Lease. It is the intention of City and Lessee that all costs, expenses and
obligations of every kind relating to the Leased Premises or the use, operation or occupancy
thereof which may arise or become due during the term of this Lease shall be paid by Lessee and
that City shall be indemnified by Lessee against such costs, expenses, and obligations.

B. Payment of Taxes. As to each Parcel, commencing on the Delivery Date for that
Parcel, Lessee shall pay, prior to delinquency, all taxes which shall be levied against the Parcel,
Lessee’s interest therein or Lessee’s property thereon including but not limited to any real estate
or possessory interest taxes assessed against the Parcel, or against any Improvements erected or
constructed by the Lessee on said Parcel, or which become a lien against said Parcel or its
interest therein or its property thereon or against any Improvements erected or constructed by the
Lessee on said Parcel during the term of this Lease. Lessee, upon written request, shall provide

proof of its payment of such taxes.

C. Payment of Assessments. As to each Parcel, commencing on the Delivery Date
for that Parcel, Lessee shall pay before delinquent any assessments against the Parcel or against
any improvements erected or constructed by the Lessee on the Parcel made for maintenance
purposes, such as lighting. In the event that the assessing agency will permit payment of such
assessments on an installment basis, Lessee may elect to make the assessment payments on such
basis. Lessee’s obligations under this Subparagraph 8(C) shall be limited to those assessments
which are payable during the term of this Lease and any extension thereof.

D. Ad Valorem Taxes. If, during the term, federal or state taxes shall be imposed,
assessed or levied on the fee interest of City in the Leased Premises, or on or with respect to any
real or personal property constituting a portion of the fee interest of City in the Leased Premises,
or on the rents derived by City from the Leased Premises in lieu of or in addition to such real or
personal property taxes, and such new tax would most fairly be characterized as in the nature of
an ad valorem or use tax, as opposed to an income or franchise tax on City’s income, Lessee
shall pay all such taxes, assessments, levies or charges imposed upon City within thirty (30) days
of demand therefor by City, along with the City’s calculations for such tax.
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E. Utilities. Lessee shall pay or cause to be paid, as and when the same may become
due and payables, all charges for water, gas, heat, electricity, power, sewer, telephone services,
trash removal, and all other services and utilities used in, upon or about the Leased Premises.

F. Additional Rent. In addition to Minimum Basic Rent and Percentage Rent, all
taxes, charges, and sums payable by Lessee hereunder are acknowledged and agreed by Lessee
to constitute additional rent (“Additional Rent”) under this Lease, whether or not such charges
and sums be designated as such. City shall have the same rights and remedies upon Lessee’s
failure to pay Additional Rent, or any portion thereof, as for the nonpayment of Minimum Basic
Rent or Percentage Rent.

9. USE OF LEASED PREMISES

A. Permitted Use.

Initial Leased Premises. Lessee shall use and occupy the Initial Leased Premises
solely for West/East Parcel Aeronautical Uses and for no other use or purpose. The term
"West/East Parcel Aeronautical Uses" shall mean the following uses:

- New and/or used aircraft sales or rental

- Aircraft storage

- Maintenance, restoration, repair or modification of aircraft

- Line service for transient aircraft

- Sale of aircraft parts, components, accessories and allied equipment

- Sale of new and used avionics and aircraft-related electronic equipment
- Sale of new and used aircraft instruments

- Sale of pilot supplies and accessories

- Flight operations, including ground and flight school

- Charter/air taxi operations
- Maintenance, repair, overhaul and modification of aircraft engines, airframes,

instruments, avionics, electronics equipment and other related aviation equipment

- Rental of aircraft storage hangers and open tie-down facilities

- Washing, detailing and waxing of aircraft

- Providing upholstery, cabinetry and interior services for aircraft

- Parachute, fire extinguisher and oxygen services for aircraft

- Aircraft stripping and refinishing

- Aircraft fueling and fuel storage facilities in compliance with Paragraph 9.B
below (maximum of one fueling facility per Parcel)

In order to qualify as a West/East Parcel Aeronautical Use within the meaning of this Paragraph,
(i) as to each sub-tenant, the aeronautically related portion of the goods tendered or services
rendered by the subtenant on the Initial Leased Premises must be equal to or greater than sixty
percent (G0%) of the gross revenues received or total services provided by that particular sub-
tenant on the Initial Leased Premises, (ii) as to Lessee, the aeronautically related portion of the
goods tendered or services rendered by Lessee on the Initial Leased Premises must be equal to or
greater than sixty percent (60%) of the gross revenues received or total services provided by
Lessee on the Initial Leased Premises. Lessee and any sub-tenant may be audited from time to
time by City to ascertain whether they are in compliance with this Paragraph. Any sub-tenant
found out of compliance will be subject to sub-lease termination. Failure by Lessee to terminate
any non-complying sub-tenant will be deemed a default under this Lease. Lessee shall cause its
sub-tenants to cooperate with City in City's efforts to ascertain compliance with this Paragraph.
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In connection therewith, and not by way of limitation of the foregoing, Lessee shall include in
each sublease agreement a provision requiring the sub-tenant to cooperate with City in City's
efforts to ascertain compliance with this Paragraph and City shall be added as a third party
beneficiary to that provision of the sublease. Within thirty (30) days following the end of each
Lease Year, Lessee shall submit to City an affidavit certifying its compliance with the provisions
set forth in this Paragraph.

Any use not specifically listed in this Paragraph as a West/East Parcel Aeronautical Use
requires the prior written consent of the City Council , which consent may be granted or withheld
in the City Council’s sole and absolute discretion.

Option Parcel. Lessee shall use and occupy the Option Parcel solely for Option
Parcel Aeronautical Uses and for no other use or purpose. The term "Option Parcel Aeronautical
Uses" shall mean the following uses:

- New and/or used aircraft sales or rental

- Aircraft storage

- Maintenance, restoration, repair or modification of aircraft

- Line service for transient aircraft

- Sale of aircraft parts, components, accessories and allied equipment

- Sale of new and used avionics and aircraft-related electronic equipment

- Sale of new and used aircraft instruments

- Sale of pilot supplies and accessories

- Flight operations, including ground and flight school

- Charter/air taxi operations

- Maintenance, repair, overhaul and modification of aircraft engines, airframes,
instruments, avionics, electronics equipment and other related aviation equipment

- Rental of aircraft storage hangers and open tie-down facilities

- Washing, detailing and waxing of aircraft

- Providing upholstery, cabinetry and interior services for aircraft

- Servicing and repair of aircraft

- Providing upholstery, cabinetry and interior services for aircraft

- Parachute, fire extinguisher and oxygen services for aircraft

- Aircraft stripping and refinishing

- Aviation insurance sales

- Aviation attorneys

- Aviation appraisers

- Aviation consultants

- Aviation medical officers and examiners

- Aviation Financing

- Aircraft fueling and fuel storage facilities in compliance with Paragraph 9.B
below

In order to qualify as an Option Parcel Aeronautical Use within the meaning of this Paragraph,
(1) as to each sub-tenant, the aeronautically related portion of the goods tendered or services
rendered by the subtenant on the Option Parcel must be equal to or greater than sixty percent
- (60%) of the gross revenues received or total services provided by that particular sub-tenant on
the Option Parcel, (ii) as to Lessee, the aeronautically related portion of the goods tendered or
services rendered by Lessee on the Option Parcel must be equal to or greater than sixty percent
(60%) of the gross revenues received or total services provided by Lessee on the Option Parcel.
Lessee and any sub-tenant may be audited from time to time by City to ascertain whether they
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are in compliance with this Paragraph. Any sub-tenant found out of compliance will be subject
to sub-lease termination. Failure by Lessee to terminate any non-complying sub-tenant will be
deemed a default under this Lease. Lessee shall cause its sub-tenants to cooperate with City in
City's efforts to ascertain compliance with this Paragraph. In connection therewith, and not by
way of limitation of the foregoing, Lessee shall include in each sublease agreement a provision
requiring the sub-tenant to cooperate with City in City's efforts to ascertain compliance with this
Paragraph and City shall be added as a third party beneficiary to that provision of the sublease.
Within thirty (30) days following the end of each Lease Year, Lessee shall submit to City an
affidavit certifying its compliance with the provisions set forth in this Paragraph.

In addition to the Option Parcel Aeronautical Uses set forth above, Lessee may utilize a
portion of the Option Parcel for the following:

Aeronautical Museum - no greater than 7,000 square feet
Restaurant(s) - no greater than 3,000 square feet total
Automobile parking facility(ies) - subject to approval by FAA

Any use not specifically listed in this Paragraph requires the prior written consent of the
City Council, which consent may be granted or withheld in the City Council’s sole and absolute

discretion.

B. Use Restrictions. Notwithstanding any other proviston of this Lease to the
contrary and without limiting the restriction on Lessee's use of the Leased Premises set forth in
Paragraph 9A, in no event shall Lessee use the Leased Premises, or any portion thereof, for: (a)
any aircraft services likely, as determined by City in its sole and absolute discretion, to violate
the nighttime curfew on aircraft takeoffs; (b) salvage yard activities of any type; or (c) without
the prior written consent of the City, the storage or service of jet aircraft or the sale of jet or

turbine fuel

C. Covenant to Operate. Lessee covenants and agrees to continuously operate or
cause to be continuously operated uses in compliance with Paragraph 9.A.1 and 9.A.2 located
on the Leased Premises within the improvements as set forth in Exhibit F and G throughout the

termn of this Lease.

D. Compliance With Law. Lessee shall comply, at its sole cost and expense, with all
applicable statutes, ordinances, rules, laws or regulations of any governmental agency (including,
without limitation, those of the City of Torrance) with respect to the use, operation, and
occupancy of the Leased Premises. Lessee shall make any alteration or improvement necessary
or required to comply with any applicable law with respect to Lessee’s use, operation and
occupancy of the Leased Premises. Lessee shall not conduct or permit to be conducted on the
Leased Premises any public or private nuisance or commit or permit to be committed any waste
upon the Leased Premises. Lessee shall be solely responsible for monitoring the conduct and
ensuring the safety of its tenants, employees, agents, and invitees on the Leased Premises.

E. Compliance with Environmental Laws. Lessee shall not engage in any activity on
or about the Leased Premises that violates any “Environmental Law” (as defined below), and
shall promptly, at Lessee’s sole cost and expense, take all investigatory and/or remedial action
required or ordered by any governmental agency or Environmental Law for clean-up and
removal of any contamination involving any “Hazardous Material” (as defined below) created or
caused directly or indirectly by Lessee. The term “Environmental Law” shall mean any federal,
state or local law, statute, ordinance or regulation pertaining to health, industrial hygiene or the
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environmental conditions on, under or about the Leased Premises, including, without limitation,
(i) the Comprehensive Environmental Response, Compensation and Liability Act of 1980
(“CERCLA"), 42 U.S.C. Sections 9601 et seq.; (ii) the Resource Conservation and Recovery Act
of 1976 (“RCRA”), 42 U.S.C. Sections 6901 et seq.; (iii) California Health and Safety Code
Sections 25100 et seq.; (iv) the Safe Drinking Water and Toxic Enforcement Act of 1986,
California Health and Safety Code Section 25249.5 et seq.; (v) the Federal Water Pollution
Control Act, 33 U.S.C. Sections 1317 et seq.; (vi) California Water Code Section 1300 et seq.;
and (vii) California Civil Code Section 3479 et seq., as such laws are amended and the
regulations and administrative codes applicable thereto. The term “Hazardous Material”
includes, without limitation, any material or substance which is (i) defined or listed as a
“hazardous waste”, “extremely hazardous waste”, “restrictive hazardous waste” or “hazardous
substance” or considered a waste, condition of pollution or nuisance under the Environmental
Laws; (ii) petroleum or a petroleum product or fraction thereof; (iii) asbestos; and/or (iv)
substances known by the State of California to cause cancer and/or reproductive toxicity. It is
the intent of the parties hereto to construe the terms “Hazardous Materials” and “Environmental
Laws” in their broadest sense. Lessee shall provide all notices required pursuant to the Safe
Drinking Water and Toxic Enforcement Act of 1986, California Health and Safety Code Section
252495 et seq. City makes no representations as to the existence or nonexistence of any
Hazardous Materials on, in, or about the Leased Premises. Each party shall immediately notify
the other of its receipt of any notice, citation or other communication relating to the presence,
storage, use or release of any Hazardous Material (in excess of levels permitted by law) in,

under, on or about the Leased Premises.

F. Compliance with the Torrance Municipal Anrport Code and Noise Abatement
Programs or Ordinance. Lessee expressly covenants to at all times make reasonable and prudent
efforts to assure that owners and operators of aircraft based on or operating from the Leased
Premises adhere to all duly adopted provisions set forth in Division 5 of the City of Torrance
Municipal Code (“Airport Code™). Lessee further agrees to abide by all rules and regulations
promulgated pursuant to the Airport Code. In furtherance of Lessee’s obligations pursuant to this
Paragraph 9F, Lessee shall inform its employees, customers and invitees of all noise abatement
programs, ordinances, rules, procedures and any regulations relating thereto. Lessee shall, at the
City’s request, provide written documentation of its compliance with the requirements of this

Paragraph 9F.

Lessee shall cooperate fully with the City in the enforcement of the provisions of the
Airport Code, the ordinances, rules and regulations promulgated thereunder or in addition thereto
and all noise abatement programs and ordinances now or hereafter adopted by the City, including
(without limitation) providing to City of all information available to Lessee concerning any
violations of the Airport Code, the rules and regulations promulgated thereunder, or any noise
abatement program or ordinances by any of Lessee’s employees, customers, or invitees.

G. FAA Provisions.

1. Lessee, in the operations to be conducted pursuant to the provisions of this
Lease and otherwise in the use of the Airport, shall not discriminate against any person or class
of persons by reason of race, color, sex, creed or national origin as in any manner prohibited by
Part 15 of the Federal Aviation regulations or any amendments thereto.

2. Lessee shall furnish its accommodations and/or services on a fair, equal
and not unjustly discriminatory basis to all users thereof. It shall charge fair, equal and not
unjustly discriminatory prices for each unit or service; provided, however, that the Lessee may
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be allowed to make reasonable and non-discriminatory discounts, rebates or other similar types
of price reductions to volume purchasers in accordance with the other provisions of this Lease

with regard to discounts and rebates.

3. Noncompliance with these provisions in regards to any particular Parcel
shall constitute a material breach of this Lease as to that Parcel. In the event of such
noncompliance, City shall have the right to terminate without liability (in accordance with FAA
rules and subject to California and federal notice and due process requirements), or, at the
election of the City or the United States, both shall have the right to judicially enforce the

foregoing provisions.

Lessee agrees to insert the anti-discrimination provisions hereinabove enumerated

in any agreement by which said Lessee grants a right or privilege to any person, firm or
corporation to render accommodations and/or services to the public on the Leased Premises.

Lessee shall comply with the notification and review requirements covered in Part
77 of the Federal Aviation regulations in the event any future structure or building is planned or
in the event of any planned modification or alteration of any present or future building or
structure situated on the Leased Premises.

City hereby reserves a right of flight for the passage of aircraft in the airspace
above the surface of the Leased Premises together with the right to create in said airspace such
noise as is or shall become inherent in the operation of aircraft operating on the Airport.

Lessee, by accepting this Lease, expressly agrees for itself, its successors and
assigns that it shall not use the Leased Premises in any manner which might interfere with the
landing and taking off of aircraft from on or off the Airport or otherwise create a hazard. In such
an event, City reserves the right to enter upon the Leased Premises and cause the abatement of
the interference or hazard at the expense of Lessee.

This Agreement and all the provisions hereof shall be subject to whatever right
the United States government now has or in the future may have or acquire affecting the control,
operation, regulation or commandeering of the Airport or the exclusive or non-exclusive use of
the Airport by the United States during the time of war or national emergency.

Lessee shall operate the Leased Premises for the use and benefit of the public,
make available all Lessee's airport facilities to the public, without discrimination on the grounds
of sex, race, color or national origin and to refrain from imposing or levying excessive,
discriminatory or otherwise unreasonable charges or fees for any use of its facilities or services.
Nothing herein contained shall be construed to grant or authorize the granting of an exclusive
right within the meaning of Section 308 of the Federal Aviation Act of 1958, as amended.

H. No Interference With Air Navigation. Lessee agrees that (1) it will not erect or
permit the erection or growth of any building, structure, tree or other object on said Leased
Premises above any maximum standards as set by City or the FAA; (ii) it will not use the Leased
Premises or permit the Leased Premises to be used in any manner which might interfere with the
landing or taking off of aircraft from the Airport, or which otherwise constitutes an air navigation
obstruction, or interference; and (iii) it will not light or operate, or cause to be lighted or
operated, any equipment which (as may be determined by the Airport Authority in its sole
discretion) would interfere with the navigation, landing or takeoff of aircraft on the runways and

1n the aeronautical areas of the Airport.
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I. City Reservations.

The City reserves the following rights from the leasehold estate created hereby:

(a) the right to take any lawful action necessary to prevent the erection
or growth of any building, structure, tree or other object into the air space above those elevations
set forth in subparagraph 9H herein, and to remove from such air space, or mark and light as
obstructions to air navigation, any and all Improvements, trees or other objects that may at any
time project or extend above said elevation together with the right of ingress to, agrees from, and
passage over the said Leased Premises for such purposes;

(b) the right upon reasonable notice to Lessee to enter onto the Leased
Premises for the purpose of causing the abatement of any interference with the landing and
taking off of aircraft from the Airport; and

(c) the right, for the use and benefit of the public, of flight for the
passage of aircraft in the air space above the surface of said Leased Premises, together with the
right to cause in said air space such noise as may be inherent in the operation of aircraft, now
known or hereafter used for navigation of, or flight in the air, using said air space or landing at,
or taking off from, or operating at, or on the Airport.

“Aircraft” as used in this Paragraph includes aircraft now or hereafter developed
which utilize the air or such air space whether similar or dissimilar to existing aircraft.

“Interference” as used in this Paragraph includes without limitation any
nterference with radar, any electrical or other interference with radio or other communication
between the Airport and aircraft, or any use or activity which makes it difficult for pilots to
distinguish between the Airport and other lights, creates glare or otherwise impairs visibility or
which otherwise endangers the landing, taking off or maneuvering of aircraft or the safety of
those using the Airport, or is hazardous thereto.

In the event that the City lawfully exercises any of its rights pursuant to the
provisions of this Paragraph 91, the City shall not be liable to the Lessee for any damage suffered
as a result thereof and the Lessee shall reimburse the City for all reasonable and necessary
expenses incurred by the City therefor, provided, however, that the City shall be liable for any
damage caused by the City’s exercise of its rights pursuant to this Paragraph 9, where such
exercise shall have been unreasonable and without care.

This Lease is made upon the express condition and in consideration of the City’s
leasing the Leased Premises herein provided, and Lessee covenants that Lessee hereby releases
the City, its officers, employees, agents and contractors from any liability from, and voluntarily
assumnes all risk of loss, damage or injury to the person or property of Lessee (including the
leasehold interest of Lessee herein), and its officers, agents, invitees or employees, sublessees,
assignees, transferees, licenses, concessionaires and of any other person in or about the Leased
Premises, which during the term of this Lease may be caused by or arise or occur in any manner
by reason of the right of flight easement set forth in this Paragraph 9, including, but not limited
to, loss, damage or injury from the following:

(a) From the flight of any aircraft of any and all kinds now or hereafter
flown in, through, across, around or about any portion of the airspace over the
Leased Premises;
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(b) From noise, vibration, currents and other effects of air,
illumination and fuel consumption, or fear thereof, arising or occurring from or
duning the flight of any aircraft described in subparagraph 2, or from or during the
use by such aircraft of airport facilities, including, but not limited to, landing,
storage, repair, maintenance, operation, run-up, and take-off of such aircraft, and
the approach and departure of aircraft to or from said airport.

10. ALTERATIONS AND IMPROVEMENTS

A. City Improvements. City hereby covenants and agrees that it shall at its sole cost
and expense subject to the imposition of normal real property taxes but not any special
assessiments, no later than the date that is six (6)months after the Delivery Date of the Parcel in
question deliver to each Parcel water service, storm drain and sewer service to the property line.
The installation and construction of water service and other facilities outside of the boundaries of
the Leased Premises shall be at the expense of City. The installation, construction, repair and
maintenance of all service assemblies, plumbing and other facilities from the water meters to and
within the individual businesses and buildings shall be at the expense of Lessee.

B. Lessee Improvements.

1. Construction Obligation. Lessee shall construct on the East Parcel and the
West Parcel the East Parcel Required Improvements and the West Parcel Requirement
Improvements. Failure by Lessee to construct the East Parcel Required Improvements will result
in the termination of this Lease only as to the East Parcel. In the event Lessee exercises its
Option to lease the Option Parcel, Lessee shall construct on the Option Parcel the Option Parcel
Required Improvements. The East Parcel Required Improvement, the West Parcel Requirement
Improvements, and the Option Parcel Required Improvements (collectively, the “Required
Improvements”) shall be constructed in strict accordance with the plans and specifications

approved by City.

22



2. Construction Commencement and Construction Completion. Subject to
Paragraph 10C(2)(c), Lessee shall commence and complete construction of the Required
Improvements within the time set forth below:

Parcel Construction Commencement Construction Completion

West Parcel Within & months after Delivery Date of | June 30, 2003
West Parcel

North Portion | March 31, 2004 February 28, 2005
Option Parcel,
Concept B*

South Portion | May 31, 2004 November 30, 2005
Option Parcel,
Concept A*

South Portion | June 30, 2004 May 31, 2005
Option Parcel,
Concept C**

East Parcel, If Concept A, then December 31, 2006 | If Concept A, then June 30, 2008
West Portion/
Phase]*** If Concept C, then July 31, 2006 If Concept C, then January 31, 2008

East Parcel, If Concept A, then November 30, 2008 | If Concept A, then December 31,
East Portion/ 2009

Phase 2%%* If Concept C, then May 31, 2008
If Concept C, then June 30, 2009

* As depicted in Exhibit “G-1” of this Lease.
Ak As depicted in Exhibit “G-2" of this Lease.
***  As depicted in Exhibit “F” of this Lease.
C. General Construction Requirements. The Required Improvements and any other

improvements to be constructed by Lessee on the Leased Premises (collectively, the
"Improvements") shall be installed and constructed in accordance with the following provisions:

1. Site Preparation.

() Soils investigation. Prior to acceptance of any Parcel, Lessee shall
engage the services of a State of California certified civil engineer who is experienced and
knowledgeable in the practice of soils engineering, and who is reasonably acceptable to the City
Manager (or a designee chosen by the City Manager in his or her sole discretion). Said engineer
shall conduct a soils investigation of the site in accordance with a formal proposal set forth by
said engineer and shall render a written report of his findings and recommendations to the City
and Lessee. Lessee shall bear the entire cost of said soils investigation analysis.

(b)  Risk of Lessee. Lessee shall construct improvements on the
Leased Premises in compliance with all guidelines and recommendations contained in the written
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report prepared pursuant to subparagraph (a) above; Lessee shall proceed at its own risk as to the
condition of the soil.

(c) Preparation for Development. Any and all work or activities
necessary to prepare the Leased Premises for development shall be the responsibility, and be
done at the cost of Lessee, subject to Paragraph 10A. City shall remove at its sole cost the soil
stock-pile on the West Parcel.

(d) Grading. Lessee shall grade the Leased Premises at 1ts own
expense in accordance with a grading plan to be prepared by the Lessee at its own expense and
approved by the Director of Building and Safety of the City. Lessee shall obtain a grading permit
therefor and shall grade said Leased Premises in accordance with the provisions of the Torrance
Municipal Code and any amendments thereto and any other applicable laws.

2. Construction.

(a) Site Plans. All construction and reconstruction shall be in
accordance with site plans, elevation drawings and architect’s sketches required to be on file in
the office of the Planning Director of the City, or such plans, drawings and sketches as amended
by Lessee, with the written reasonable approval of the City Manager (or his or her designee
chosen in his or her sole discretion) as submitted by Lessee in its response {o the City’s request
for proposals, subject to further study and negotiation.

(b) Building Penmits _and Parcel Map. Before constructing or
reconstructing any improvements, Lessee shall obtain a building permit(s) from the Director of
Building and Safety as required by the Torrance Municipal Code (which incorporates the City’s
Building and Fire Codes) and any amendments thereto and any other applicable laws.

(c) Force Majeure. The time within which Lessee is obligated to
construct, repair or rebuild the Required Improvements, or cure any default on the part of Lessee
hereunder shall be extended for a period of time equal in duration to, and performance in the
meantime shall be excused on account of and for and during the period of, any delay caused by
strikes, threats of strikes, lockouts, war, threats of war, insurrection, invasion, acts of God,
calamities, violent action of the elements, fire, action or inaction or regulation of any
governmental agency, law, ordinance, referendum, shortage of materials or labor, or other
similar things beyond the reasonable control of Lessee (collectively, “force majeure”). Adverse
market conditions or the inability to obtain financing or tenant commitments shall not constitute

an event of force majeure.

(d) FAA Filing. Prior to the commencement of construction or
reconstruction, Lessee shall file Form 7460-1 and receive approval thereof from the FAA.

(e) Interference with Aircraft. Lessee shall not light or operate, or
cause or permit to be lighted or operated, any equipment which would interfere with the
navigation, landing or takeoff of aircraft on the runways and in the aeronautical areas of the

Alirport.

(f) Performance Guaranty. On or before the date of commencement
of any reconstruction or construction of any improvement, Lessee shall provide such
documentation and/or perform such acts in accordance with the terms as may be agreed upon
between Lessee and the City for the purpose of guarantying the performance of any work

undertaken by Lessee.
24



56

(2) Property of Lessee. Any improvements which shall be
constructed, reconstructed or placed on the Leased Premises shall be deemed the property of
Lessee for the term of this Lease and any extension thereof, subject to the terms and conditions
hereof, and shall become the property of the City upon the expiration or earlier termination of
this Lease as provided in Paragraph 13 herein. Lessee shall be responsible for all maintenance of
all Improvements thereon constructed by Lessee in accordance with the provisions of this Lease.

(h) No Parcelization. Neither the Leased Premises nor the leasehold
interest of Lessee or any of Lessee’s successors in interest therein shall be subdivided or
parcelized (beyond the Parcels) , including without limitation, the recording of any tentative or
final subdivision or parcel map, without the prior written consent of the City Council in its sole
discretion.

(1) Utility Installations.

(1) Fire Hydrants. City will maintain and repair all, fire
hydrants, and associated facilities within the Leased Premises, provided that Lessee
grants to City a suitable easement, or easements across and upon the Leased Premises for
such maintenance and repair.

(i1) Gas, Electric, Telephone Services. The City does not
warrant or affirm that gas, electric, telephone or other public utility services, except water
and sewer, are or will be available to Lessee. Lessee, at its own risk and without cost or
expense to the City, shall be responsible for installation and maintenance on and to the
Leased Premises of all such public utility services.

) Value and Utility. Subject to applicable building codes and
ordinances, all changes and alterations shall be of such a character that when completed, the
value and utility of the Improvement changed or altered by such changes or alterations shall not
be less than the value and utility thereof immediately before any such change or alteration.

(k) Workinanlike Manner. Al work done in connection with any
changes or alterations following the commencement thereof shall be performed in a good and
workmanlike manner and with due diligence.
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D. Liens. Lessee shall pay when due all claims for labor or materials furnished or
alleged to have been furnished to or for Lessee at or for use on the Leased Premises, which
claims are or may be secured by any mechanic’s, laborer’s, materialmen’s or other similar liens
against the Leased Premises or any interest therein. If Lessee shall, in good faith, contest the
validity of any lien, claim or demand, then Lessee shall, at its sole expense defend itself and City
against the same and shall pay and satisfy any adverse judgment that may be rendered thereon
prior to the enforcement thereof against City or the Leased Premises; provided that if City shall
require, Lessee shall furnish to City a surety bond in the amount required by applicable statute to
remove the lien from record. Lessee agrees to indemnify and defend and hold City harmless
from and against any lien or claim of lien filed against the Leased Premuses. Nothing herein
contained shall in any respect make Lessee the agent of the City, or authorize Lessee to do any
act or to make any contract encumbering or In any manner affecting the title or rights of the City
in or to the Leased Premises or the improvements thereon. City or its representatives shall have
the right to go upon and inspect the Leased Premises at all reasonable times upon two (2)
business days’ written notice to Lessee (excepted in case of emergency) and shall have the right
without prior notice to Lessee to post and maintain thereon notices of nonresponsibility pursuant
to Section 3094 of the California Civil Code or such other notice which City may deem to be
proper for the protection of the interests of City. Before any Improvements, or repairs or
additions thereto which might result in a lien on the Leased Premises, are constructed or
reconstructed upon the Leased Premises, Lessee shall serve written notice upon the City, in the
manner provided for in Paragraph 25 herein, in sufficient time, and in any event, at least twenty
(20) days prior to commencing any such work, of Lessee’s intention to perform such work for
the purpose of enable the City to post and record notices of nonresponsibility under the
provisions of Section 3094 of the California Civil Code, or any other similar notices which may
be permitted by law. Any contest by Lessee of any such liens shall be made by Lessee in good
faith and with due diligence and Lessee shall fully pay and immediately discharge the amount at
any final judgment rendered against the City or Lessee in any litigation involving the
enforcement of such liens or the validity thereof.

11. MAINTENANCE AND REPAIRS

A. Lessee’s Duty to-Maintain. Lessee, at its sole cost and expense, shall maintain or
cause to be maintained the Leased Premises including all structures, improvements, fixtures,
equipment, and personal property located on the Leased Premises in good order, condition,
quality, and repair, and in accordance with all applicable laws, rules, ordinances, orders, and
regulations of all federal, state, county, municipal, and other governmental agencies having
jurisdiction. In the event Lessee fails to maintain the Leased Premises, City shall have the right
but not the obligation to enter upon the Leased Premises to correct or cure the problem and any
cost to City, plus a fifteen (15%) administrative charge, shall be billed to Lessee and shall be
paid by Lessee within thirty (30) days after receipt of such invoice.

B. . Periodic Painting/Cleaning. City shall have the right, in its reasonable discretion,
to require Lessee, not more frequently than once every eight (8) years, at Lessee’s cost and
expense, to promptly paint or clean or otherwise preserve and beautify the surfaces of the
exterior of all improvements on the Leased Premises. The treatment applied shall restore the
appearance of and act to preserve the improvements. In the event a dispute arises between the
parties as to their rights or obligations under this Subparagraph 11B, City and Lessee agree to
refer the dispute to judicial reference in accordance with the provisions of Paragraph 23 herein.
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12. SURRENDER

Al Structures. At the expiration of the term of this Lease or upon the earher
termination hereof, this Lease shall terminate without further notice and Lessee shall surrender
said Leased Premises to the City and all improvements thereon, including but not by way of
limitation, the Required Improvements and any alterations or additions thereto, shall remain for
the benefit of the City. Any holding over by Lessee after expiration shall not constitute a
renewal or extension or give Lessee any rights in or to the Leased Premises. In the event of a
holdover by Lessee, Lessee shall pay to City the same rentals and charges provided for in this
Lease; provided that the Minimum Basic Rent payable dunng such hold over period shall be
equal to the Minimum Basic Rent payable immediately prior to the expiration of the term hereof
increased by twenty-five percent (25%).

B. Removal. No improvements shall be removed from the Leased Premises or
voluntarily destroyed or damaged during the term of this Lease without the prior written consent
of the City Manager, or his/her designee, which may be granted or withheld in the City
Manager’s sole and absolute discretion.

C. Movable Structures. Machines, trade fixtures and similar installations which are
installed in any improvement on the Leased Premises shall not be deemed to be part of the realty,
and interior, nonstructural partitions, although part of the realty, may be relocated from time to
time as necessary to accommodate Lessee’s leasing program, even though such installations and
partitions are attached to the floors, walls or roofs of any building or structure or to outside
pavements, so long as such installations and partitions can be removed or relocated without
structural damage to any improvement on the Leased Premises; provided, however, that if the
removal or relocation of any such installation or partition causes nonstructural damage to any
part of the improvement, then Lessee shall repair such damage and restore said improvement to
the same condition as originally existed upon the completion of construction, ordinary and usual
wear and tear excepted; and provided further, that no holes (other than nail) or unpainted or
otherwise unfinished walls shall be left by Lessee in any improvement at the expiration or sooner
termination of the term of this Lease.

D. Personal Property. Any and all personal property of every kind and nature
whatsoever, not attached to or installed in any improvement which Lessee or its sublessees place
in upon or about the Leased Premises during the term hereof may be removed therefrom prior to
the expiration of the term of this Lease and shall, as between the City and Lessee, be and remain
the personal property of Lessee or its sublessees, as the case may be, provided that any such
personal property left on the Leased Premises upon surrender to the City shall be presumed to be
abandoned by Lessee and City may dispose of said property in any manner at Lessee’s cost and
Lessee hereby waives any claim or right to said property or any proceeds derived from the sale

thereof.

E. Lighting, Etc. Notwithstanding anything to the contrary contained in this Lease,
any and all lighting, elevator, escalator, plumbing, air cooling, air conditioning, heating
(including water heating) and ventilating equipment shall be deemed to be a part of the realty,
and regardless of whether or not any such item or equipment can be removed without structural
damage to the improvement in which it is installed, it shall not be removed from such
improvement except for repairs, alterations and replacement with newer functionally equivalent
equipment, without the consent of the City Manager, (or a designee chosen by the City Manager
in his or her sole discretion), and all such equipment shall remain as a part of the realty at the
expiration or sooner termination of the term of this Lease. Notwithstanding anything to the
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contrary contained within this Subparagraph 12E, Lessee may remove, or allow to be removed,
subtenant lighting and subtenant signs to the extent that such removal may be accomplished by
the simple unfastening of screws and bolts and provided that such removal does not in any way
cause damage to the Leased Premises.

13. INDEMNITY.

Lessee has accepted the condition of the Leased Premises and hereby releases the City
from and agrees to indemnify and hold the City (with “City” being defined for purposes of this
Paragraph 13 as including City, City’s Mayor, City’s City Council and its members, City’s
boards and commissions and their respective members, and City’s officers, employees and
agents) free and harmless from and, at City’s request, defend City against, any and all liabilities
and claims for damages, losses, costs and expenses (including reasonable attorneys’ fees)
relating to or arising from any injury or death to any persons, including, but not limited to,
Lessee and its employees and agents, or damage to property of any kind whatsoever and to
whomsoever belonging, including, but not himited to, property of Lessee, from any and all cause
or causes whatsoever {(except City’s sole negligence or willful conduct), which occurs on or
about, or 1s in any way connected with, the Leased Premises or any buildings or other
improvements constructed thereon duning the term of this Lease, or results or arises from the
activities conducted by Lessee or its sublessees on the Leased Premises.

Without limiting the generality of the foregoing, Lessee herby agrees that City
shall not be liable for any injury to Lessee’s business or any loss of income therefrom or for the
damage to the goods, wares, merchandise, improvements, or other property of Lessee, Lessee’s
offices, agents, employees, invitees, customers, or any other person in or about the leased
Premises, nor shall City be liable for injury or death to the person of Lessee, any sublessee, or
any of their respective officers, employees, agents or contractors, whether such damages or
injury is caused by any cause whatsoever (except City’s sole negligence or willful conduct), and
whether the same damage or injury results from conditions arising upon the Leased Premises or
from City’s activities upon other portions of the Airport.

City shall not be liable to Lessee for any damages arising from any act or
omission of any other lessee, sublessee, or other occupant of any portion of the Airport, or their
respective officers, employees, contractors, customers or invitees.

It is the intention of City and Lessee that City be released from and indemnified,
held harmless and (at City’s option) defended against any and all injuries (including death) to
persons and damage to property described in this Paragraph 13 to the fullest extent permitted by
law. If at any time during the term of this Lease, the right of City to be so released, indemnified,
held harmless or (at its option) defended shall be enlarged or reduced by reason of the
application of any law or legal standard, City’s rights under this Paragraph 13 shall be ipso facto
enlarged or reduced to conform to such requirements such that City shall at all times during the
term hereof be released form and indemnified, held harmless from and (at its option) defended
against those matters to the fullest extent permitted under then applicable law.

Nothing in this Paragraph 13 will excuse City of its responsibility for City’s sole
negligence or willful misconduct.
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14. INSURANCE

Al Liabiity.  Lessee shall procure and maintain a policy or policies of
comprehensive public liability and property damage insurance in a good and solvent insurance
company or companies for the benefit of Lessee, City and other parties with an insurable interest
that may be designated by City or Lessee and under and by the terms of which City and such
other designated parties are protected from and insured against any and all loss, damage or
liability of whatsoever nature arising out of or in connection with the use of or operations on or
from the Leased Premises during the term hereof. The limits of liability on any policy of public
liability nsurance shall not be less than Five Million Dollars ($5,000,000.00) combined single
limit, per occurrence. Such policy shall be written as a primary policy and not contributory with
or in excess of any policy which City and the other insureds may carry and shall cover and insure
Landlord and the other parties designated by City as additional insureds. Any such policy shall
provide that any loss shall be payable to City and any other named insureds designated by City
or Lessee, notwithstanding any act or negligence of Lessee which may otherwise result in a
forfeiture of said insurance. Said insurance shall be written on an occurrence basis. In the event
that Lessee maintains any public liability and/or property damage insurance with respect to the
Leased Premises in excess of the above-required insurance, Lessee shall cause City to be named

as an additional insured on such other insurance.

B. Improvements. Lessee shall procure and maintain throughout the Lease term
insurance upon the Required Improvements, including the value of all additions, alterations,
replacements and repairs thereto, by whomever made, as well as the machinery, equipment and
their systems forming a part thereof, against loss or damage by any hazard insured under a so-
called All Risk policy, in an amount equal to not less than one hundred percent (100%) of the
full replacement cost thereof (excluding cost of excavations, foundations, footings, underground
pipes, conduits, flues and drains) without diminution of such cost for depreciation or
obsolescence. During the course of construction of the Required Improvements, said insurance
shall be in the form of a Builder’s Risk Completed Value Insurance Policy. The policies
evidencing such insurance shall name Lessee, City, and any other person with an insurable
interest designated by City or Lessee as additional insureds. Said policy shall include a one (1)
year rental loss endorsement in favor of City. Said policy may be endorsed with a mortgagee’s
loss payable endorsement for the benefit of any encumbrancer on Lessee’s leasehold estate,
provided that such encumbrancer agrees to make the proceeds of such insurance available for the
reconstruction and repair of damage to the Required Improvements, without offset or deduction.
Lessee shall promptly deliver to City a true and correct copy of the recorded counterpart of any
such encumbrancer’s mortgage or deed of trust and renewals or extensions thereof evidencing
that the proceeds of any such policy of insurance are to be made available for reconstruction and
repairs as required by this Paragraph. The foregoing policy shall contain an agreed-amount
clause waiving coinsurance and Lessee shall annually update the amount of insurance coverage
and arrange to continue the agreed-amount clause. The foregoing policy shall also contain, to
the extent applicable, endorsements providing coverage for demolition costs, increased cost of
construction, and contingent liability from operation of building laws. At City’s option, Lessee’s
insurance shall include earthquake insurance, provided such coverage is obtainable at

commercially reasonable rates.

C. Fire Insurance. Lessee shall procure and maintain a policy or policies of standard
fire and extended coverage insurance covering Lessee's trade fixtures, furnishings and equipment
in an amount equal to not less than ninety percent (90%) of the full insurable value thereof and to
procure an appropriate clause in, or an endorsement on, any such policy of fire and extended
coverage insurance, pursuant to which the insurance company or companies waive subrogation
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or consent to a waiver of right of recovery against City if available at commercially reasonable
rates.

D. Workers' Compensation. During the course of any construction, repair and/or
alteration to the Leased Premises, Lessee shall maintain or cause to be maintained workmen’s
compensation insurance as may be required by law, covering all persons employed in connection

with such work.

E. Carrier Rating. All policies enumerated in this Paragraph 14 shall be issued by an
insurer admitted to do business in California which qualifies as a member of the California
Insurance Guaranty bond, and which is rated in Best’s Insurance Guide with a financial rating of
Class VIA+ or better, or as may be accepted in writing by the City Manager.

F. Evidence of Insurance. Lessee shall deliver to City policies evidencing the
insurance procured by Lessee under the terms hereof, or to deliver in lieu thereof certificates of
coverage from the insurance company or companies writing said policy or policies of insurance,
which certificates shall, among other things, designate the company writing the same, the
number, amount and provisions thereof.

G. Cancellation. All insurance policies shall contain a provision that said policies
shall not be cancelled or terminated without thirty (30) days’ prior written notice from the
insurance company to City and the other named insureds and the certificate or policy required by
subparagraph E above shall so provide. Lessee agrees that on or before ten (10) days prior to
expiration of any insurance policy, Lessee will deliver to City and any other named insureds
designated by City written notification in the form of a receipt or other similar document from
the applicable insurance company that said policy or policies have been renewed or deliver
certificates of coverage from another good and solvent insurance company for such coverage.

H. Lessee's Failure to Provide. If Lessee shall fail to timely procure any policy
required to be maintained by Lessee hereunder, or renewal thereof, or to evidence the
procurement or renewal thereof by delivery of the certificates or renewal notifications required
by this Paragraph 14, City may (but it is not required to), after having given not less than five (5)
days’ prior written notice to Lessee, procure such insurance and charge the cost thereof to Lessee
as additional rental payable in full on the next rent payment date. Lessee shall not do or permit
to be done anything which shall invalidate the insurance policies to be maintained by Lessee

hereunder.

L Periodic Increases. City shall have the right from time to time to increase the
amounts of insurance required to be maintained by Lessee.

15. CASUALTY DAMAGES

In the event the whole or any part of the Required Improvements shall be damaged or
destroyed by fire or other casualty, damage or action of the elements, at any time during the term
of this Lease, Lessee shall with all due diligence, at Lessee's sole cost and expense, repair,
restore and rebuild the Required Improvements on the same plan and design as existed
immediately prior to such damage or destruction (subject to such changes as may be required by
- any local governmental authorities as a condition to obtaining building permits to rebuild), and to
the same condition that existed immediately prior to such damage, provided, however, that if the
Required Improvements are destroyed or damaged during the last three (3) years of the term of
this Lease, and provided further that the extent of such damage or destruction is one-third (1/3)
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or more of the replacement value of the Required Improvements immediately prior to the
occurrence of such damage or destruction, then Lessee may cancel this Lease by giving written
notice of its election to do so to Landlord within one hundred twenty (120) days after such
damage or destruction, in which event Lessee need not restore or rebuild the Required
Improvements, but shall (i) if required by City, demolish and remove the damaged Required
Improvements and level and clear the site and leave such areas broom clean, and (ii) subject to
the rights of any institutional lender holding a deed of trust upon Lessee's interest in the Leased
Premises, release to City any interest of Lessee and/or its encumbrancers in and to the insurance
proceeds from the insurance to be provided by Lessee pursuant to Paragraph 14B above, less
reasonable costs, if any, incurred by Lessee to remove the damaged Required Improvements and
level and clear such areas. In the event of any restoration or reconstruction pursuant to this
Paragraph, the insurance proceeds available in consequence of such damage, if any, shall be
made reasonably available to Lessee by City for said purpose. Prior to any such restoration and
reconstruction as herein provided, the drawings and specifications therefor shall be submitted to
City and any other necessary parties for their approval. City agrees that its approval of such
drawings and specifications shall not unreasonably be withheld. All such work performed by
Lessee shall be constructed in a good and workmanlike manner according to and in conformance
with the laws, rules and regulations of all governmental bodies and agencies and the
requirements of Paragraph 10 and applicable to the original construction of the Required
Improvements. The rental and other charges payable hereunder shall not abate or be reduced by
reason of any such casualty damage.

16. ASSIGNMENT AND SUBLETTING

A. General.

1. Prohibition. Lessee shall not assign, sell, encumber (except as permitted
by this Lease), pledge or otherwise transfer all or any part of Lessee's leasehold estate hereunder
or permit the Leased Premises or any portion thereof to be occupied by anyone other than Lessee
or Lessee's employees or sublet the Leased Premises or any portion thereof, without City's prior
written consent in each instance, which may be withheld in City's sole and absolute discretion.

2. Permitted Subleases. Lessee shall have the right to enter into subleases in
the ordinary course of business, for space in the buildings located on the Leased Premises for the
uses permitted herein provided the form of sublease has been previously approved in writing by
the City Manager, or a designee chosen by the City Manager which form of sublease will not be
unreasonably disapproved; provided, however, that no such sublease may have a term, including
renewals and extensions, which actually or potentially extends beyond the term of this Lease,
and provided, further, that the prior written consent of the City Manager, (or a designee chosen
by the City Manager in his or her sole discretion), must be first obtained as hereinafter required

for any Sublease for which:

(a) The form of sublease materially varies from the form previously
approved by City (which approved form shall provide, among other things, that the occupancy
and use of such subleased area is subject to the terms and conditions of this Lease); or

(b)  The proposed sublessee has requested that the City execute a
nondisturbance agreement inuring to the benefit of such proposed sublessee.

3. Affiliate Transfers. Any of the transfers listed in subparagraphs (a), (b) or
(c), below, shall be deemed an assignment prohibited hereby unless the written consent of the
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City Council or its designee be first obtained thereto which consent shall be deemed given unless
the City Council rejects the requested assignment within sixty (60) days following its request to
do so:

(a) If Lessee or any entity owing any interest, direct or indirect, in
Lessee is a partnership or joint venture, a withdrawal, addition or change (voluntary, involuntary,
by operation of law, or otherwise) of more than fifty percent (50%) of the interests of general
partners or joint venturers of such partnership or joint venture; or

(b) If Lessee is composed of more than one person, a purported
assignment or transfer (voluntary or involuntary, by operation of law, or otherwise) of more than
fifty percent (50%) to any person or entity not currently comprising Lessee; or

(c) If Lessee or any entity owning any interest, direct or indirect, in
Lessee is a corporation or other entity (other than a corporation whose shares are publicly traded
on a recognized stock exchange}, a change of more than fifty percent (50%) in the ownership
(voluntary, involuntary, or by operation of law, or otherwise) of any of its stock or other
ownership or voting interests to any person or entity not currently comprising Lessee.

4. Notice. Lessee shall give the City prompt written notice of any such
change in the direct or indirect ownership in Lessee, including but not limited to any change in or
to the Partners of Lessee whether or not the consent of the City 1s required therefor.

5. Timing. Any assignment, sublease or other transfer consented to by the
City Council or its designee shall be consummated within 180 days of the City Council’s consent
thereto, and if not so consummated within such period, the City Council’s consent thereto shall
be void and be of no force or effect and the City’s conscnt according to this Paragraph 16 shall
again be required prior to any assignment, sublease or other transfer except as provided in

Paragraph (2) above.

B. Vesting. As a condition to the vesting of any rights in this Lease or in the
leasehold estate created hereby in any assignee or sublessee of the Lessee’s interest hereunder
(except a sublessee under the Provisions of subparagraph A2 of Paragraph 16), whether
voluntary or involuntary, each such proposed assignee or sublessee shall first have delivered to
the City Clerk of the City a written notice of such proposed assignment or sublease, which

notice:

(a) shall contain a statement that the proposed assignee or sublessee
agrees to be bound by all the terms, covenants and conditions of this Lease which are to be

performed by Lessee;

(b) shall state the name and address of the proposed assignee or
sublessee for the purpose of enabling notices to be given under Paragraph 25 herein; and

(©) shall state whether the proposed assignee or sublessee 1s an
individual, a corporation, partnership, joint venture or other entity; and if such assignee or
sublessee is a corporation or other entity, the names of such corporation’s or entity’s principal
officers and directors, its state of organization, the amount of capital stock or other evidences of
ownership authorized and outstanding at the time of the assignment, the number of shareholders
or other interest owners and the name and address of every shareholder or owner who directly or
indirectly owns or controls five percent (5%) or more of such stock or other evidences of
ownership (stating the number of such shares or other evidences of ownership); and if such
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assignee or sublessee is a partnership or joint venture, the names and addresses of al] members of
such partnership or joint venture.

C. Voidability. Any sale, assignment, sublease or transfer which has been made in
violation of or which is not in substantial compliance with the provisions of this Paragraph 16
shall be voidable by the City and shall constitute a material default under this Lease.

D. Nondisturbance and Attornment. Except to the extent a separate nondisturbance
and attornment agreement between a lender of Lessee and any sublessee of the Leased Premises
shall control, all subleases of the Leased Premises shall be subject and subordinate to this Lease,
and upon the expiration or sooner termination of this Lease, all subleases of the Leased Premises
which are not in default shall either terminate or be assigned to the City and all such sublessees
under subleases assigned to the City shall attorn to the City.

E. Encumbrances by City. The City shall not encumber its fee interest in the Leased
Premises unless such encumbrance shall be expressly subordinated to this Lease, to any
Leasehold Mortgage, to any new lease entered into pursuant to subparagraph 17C(4) below and
to all subleases arising therefrom.

17. LEASEHOLD MORTGAGES

A. Right to Hypothecate. Lessee may, from time to time, without obtaining the
consent of City, hypothecate, mortgage, pledge or alienate Lessee's leasehold estate and rights
hereunder as security for payment of any indebtedness of Lessee to any bank, savings and loan
assoclation, insurance company or other institutional lender, so long as the loan-to-value ratio
does not exceed 80% of the value of that portion of the completed project. Cily will cooperate as
may be reasonably required by lending institutions as a prerequisite to Lessee’s obtaining
construction and permanent financing. The holder of any such lien so long as the same shall be a
first and senior lien upon the leasehold estate of Lessee, is herein referred to as “mortgagee”.
The mortgagee or its assigns may enforce such lien and acquire title to the leasehold estate in any
lawful way and, pending foreclosure of such lien, the mortgagee may take possession of and
operate the Leased Premises performing all obligations performable by mortgagee; and, upon
foreclosure of such lien, by power of sale, judicial foreclosure or upon acquisition of the
leasehold estate by deed in lieu of foreclosure, the mortgagee may, without further consent of
City, sell and assign the leasehold estate hereby created. Any person or entity acquiring such
leasehold estate so sold and assigned by the mortgagee shall be liable to perform the obligations
imposed on Lessee by this Lease only during the period such person has ownership of said
leasehold estate or possession of the Leased Premises.

B. Notice to Mortgagee of Default. When giving such notice to Lessee with respect
to any default hereunder, City shall also serve a copy of each such notice upon such mortgagee
of which City has received written notice specifying a business address to which such notice may
be mailed or delivered. All such notices to the mortgagee shall be given by registered or
certified mail, return receipt requested or by overnight courier, addressed to the mortgagee at the
address last known to City. In the event Lessee shall default in the performance of any of the
terms, covenants, agreements and conditions of this Lease on Lessee's part to be performed, the
mortgagee shall have the right, within the period available to Lessee for curing such default, to
cure or make good such default or to cause the same to be cured or made good whether the same
consists of the failure to pay rent or the failure to perform any other matter or thing, and City
shall accept such performances on the part of any mortgagee as though the same had been done
or performed by Lessee. Mortgagee shall have no responsibility for Lessee's monetary
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obligations which accrued more than ninety (90) days prior to mortgagee’s receipt of notice of
such monetary default. In case of a default by Lessee in the payment of money, City will take no
action to effect a termination of this Lease by reason thereof unless such default has continued
beyond 15 days after City shall have served a copy of such notice upon the mortgagee, it being
the intent hereof and the understanding of the parties that the mortgagee shall be allowed up to,
but not 1n excess of 15 days after the service of such notice to cure any default of Lessee in the
payment of rent or in the making of any other monetary payment required under the terms of this

Lease.

In case of any non-monetary default by Lessee, City will take no action to effect a
termination of this Lease by reason thereof unless such default has continued beyond the period
available to Lessee for curing said default, and then only after City shall have given to mortgagee
all time reasonably necessary after the expiration of Lessee's period for curing such default with
due diligence within which either (1) to cure such default in the case of a default which does not
require possesston by the mortgagee or a receiver to cure; (ii) to obtain possession of the Leased
Premises (including possession by a receiver) and to cure such default in the case of a default
which requires possession by the mortgagee or a receiver to cure and such default is reasonably
susceptible of being cured when the mortgagee or receiver has obtained possession thereof; or
(iii) to institute foreclosure proceedings and to complete such foreclosure proceedings or
otherwise acquire Lessee's interest under this Lease in the case of a default which requires
possession by the mortgagee and 1s not reasonably susceptible of being cured by the mortgagee
(1t being understood that mortgagee shall have no responsibility to cure any default which is not
reasonably susceptible of being cured by it). No mortgagee shall be required to continue such
possession or continue such foreclosure proceedings if the default which prompted the service of
a notice of default has been cured. In the case of a default described in clause (i) of this
paragraph, it shall be a condition to City's forbearance to terminate this Lease that the mortgagee
commence the cure of such default with due diligence within forty-five (45) days of the
expiration of Lessee's period for curing such default and that the mortgagee thereafter diligently
prosecute such cure to completion. In the case of a default described in clause (ii) or (iii) of this
paragraph, it shall be a condition to City's forbearance to terminate this Lease that the said
default not cured by Lessee within the cure period provided for in this Lease constitutes a default
by Lessee under the mortgagee’s mortgage or deed of trust that will permit the mortgagee to
obtain the appointment of a receiver, as in the case of a default described in clause (i) above, and
to foreclose its mortgage or deed of trust by judicial or private power of sale foreclosure
proceedings as in the case of a default described in clause (iii) above. As long as there is a
mortgagee, all bankruptcy and insolvency defaults as referenced in Paragraph 18 below shall be
applicable only with respect to the party which is then the owner of Lessee's interest under this
Lease, and neither the bankruptcy nor the insolvency of Lessee shall operate or permit City to
terminate this Lease as long as all rent specified in this Lease and all other charges of whatsoever
nature payable by Lessee continue to be paid in accordance with the terms of this Lease, the
mortgagee performs all of the remaining covenants of this Lease to be performed by the Lessee
susceptible of being performed by such mortgagee in accordance with the terms of this Lease
‘and the mortgagee has reserved the right to institute and thereafter institutes and diligently
prosecutes to completion judicial or power of sale foreclosure proceedings under its deed of trust
or mortgage based upon such bankruptcy or insolvency default. The time available to the
mortgagee to initiate foreclosure proceedings as aforesaid shall be deemed extended by the
number of days of delay occasioned by judicial restriction against such initiation or occasioned
by other circumstances beyond the mortgagee’s reasonable control.

Following the acquisition of Lessee's leasehold estate by mortgagee, or its designee, or by
any purchaser either as a result of foreclosure or acceptance of an assignment in lieu of
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foreclosure, such “Acquiring Party” shall, as promptly as possible, cause all default(s) hereunder
to be cured and all unperformed covenants of Lessee to be performed, except such default(s) and
covenants which cannot in the exercise of reasonable diligence be cured or performed by the
Acquiring Party whereupon City's right to effect a termination of this Lease based upon the
default(s) and covenants in question shall be deemed waived. Any default not reasonably
susceptible of being cured by the Acquiring Party shall be, and shall be deemed to have been,
waived by City upon completion of the foreclosure proceedings or acquisition of Lessee's
interest in this Lease only as to the Acquiring Party (who may, but need not be, the mortgagee) at
the foreclosure sale, or who otherwise acquires such Lessee's interest by virtue of the
mortgagee’s exercise of its remedies. In such event, City shall recognize the Acquiring Party as
the Lessee under this Lease and this Lease shall continue as a direct lease between the Acquiring
Party as the Lessee and the City as the lessor for the unexpired portion of the Lease Term and
any renewals or extensions thereof, but nothing contained in this Section shall be construed as
releasing any prior tenant under this Lease from hability for the performance of the Lessee's
obligations under this Lease. The Acquiring Party shall be liable to perform the obligations
imposed on Lessee by this Lease that are incurred or accrued only during the period the
Acquiring Party has ownership of said subleasehold estate or possession of the Premises, and
only if such obligations are reasonably susceptible of being performed by the Acquiring Party.

C. No Subordination. Nothing contained in this Lease shall be construed as an
agreement by City to encumber City's fee interest in and to the Leased Premises for the benefit of
Lessee or as granting to Lessee the right to encumber such interests of City.

D. Consent to Surrender. Without the prior consent of the mortgagee, neither this
Lease nor the leasehold estate created by this Lease shall be surrendered, cancelled, modified or
amended (except with respect to termination pursuant to any casualty, damage or of any eminent
domain proceedings concerning the whole of the Leased Premises or any termination of this
Lease which Lessee is authorized to elect to make as a result of any eminent domain proceedings
concerning less than the whole of the Leased Premises, as provided 1n Paragraphs 15 and 21 or
any termination pursuant to Paragraph 3C above or pursuant to Paragraph 18 below following
expiration of the right to cure periods provided for in Paragraph 18 and in this Paragraph 17) and
no agreement purporting to surrender, cancel, terminate, modify or amend this Lease without
such consent shall be valid or effective.

E. No Merger. No merger of Lessee's leasehold estate into City's fee title shall result
or be deemed to result by reason of ownership of City's and Lessee's estates by the same party or
by reason of any other circumstances, without the prior consent of the mortgagee.

F. Estoppel Certificates. The City and Lessee shall at any reasonable time and from
time to time upon not less than thirty (30) days prior written request by the other, deliver to the
requesting party an executed and acknowledged written statement certifying that (a) this Lease is
unmodified and in full force and effect (or if this Lease has been modified or if this Lease is not
in full force or effect, stating the nature of the modification or the basis on which this Lease had
been terminated whichever is applicable); (b) to its knowledge, the requesting party is not in
default under this Lease (or if any such default exists, stating the specific nature and extent of the
default); (c) the dates to which the monthly rent and other monetary obligations under this Lease
have been paid in advance; and (d) such other information as the requesting party may
reasonably request. Each certificate delivered pursuant to this paragraph may be relied upon by
any prospective purchaser or transferee of the City’s or Lessee’s respective interests in the

Leased Premises.
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18. DEFAULT AND REMEDIES

A. Defaults. The occurrence of any one or more of the following events shall
constitute a material default and breach of this Lease by Lessee: (i) the failure by Lessee to
make any payment of any Minimum Basic Rent, Percentage Rent, or Additional Rent or any
other sums payable by Lessee under this Lease, within (5) days of the date required to be made
by Lessee hereunder; (ii) the vacating or abandonment of the Leased Premises by Lessee; and
(iii) the failure by Lessee to observe or perform any other obligation hereunder which shall not
be remedied to the satisfaction of City within thirty (30) days after written notice from City
specifying such failure to perform (or, if such failure cannot reasonably be remedied by Lessee
within thirty (30) days, if Lessee shall not have commenced appropriate action to effect such
remedy within said thirty (30) day period and thereafter prosecuted such action to completion
with all due diligence) however, Lessee shall not be in default (and its time for performance shall
be extended accordingly) for any reasonable delay the cause of which is the City’s unreasonable
failure to timely perform any of its obligations under this Lease; (iv) the making by Lessee of
any general arrangement or assignment for the benefit of creditors; (v) Lessee becomes a
"debtor" as defined in 11 U.S.C. § 101 or any successor statute thereto (unless, in the case of a
petition filed against Lessee, the same is dismissed within 60 days); (vi) the appointment of a
trustee or receiver to take possession of substantially all of Lessee's assets located at the Leased
Premises or of Lessee's interest in this Lease, where possession is not restored to Lessee within
thirty (30) days, or (vii) the attachment, execution or other judicial seizure of substantially all of
Lessee's assets located at the Leased Premises or of Lessee's interest in this Lease, where such
seizure is not discharged within thirty (30) days. In the event of any such default or breach of
Lessee, then City may at any time thereafter, without limiting City in the exercise of any right or
remedy which City may have by reason of such default or breach: (i) immediately terminate this
Lease and Lessee’s right to possession of the Leased Premises; (ii) continue this Lease in effect
without terminating Lessee’s right to possession even though Lessee has breached this Lease and
abandoned the Leased Premises and enforce all of City’s rights and remedies under this Lease;
provided, however, that City may at any time thereafter elect to terminate this Lease for such
previous breach by notifying Lessee in writing that Lessee’s right to possession of the Leased
Premises has been terminated; and (iii) pursue any other remedy now or hereafter available to

City under applicable law.

B. Receipt of Rent Not Waiver of Default. The receipt by the City of Minimum
Basic Rent, Percentage Rent, Additional Rent or any other charges due to the City, with
knowledge of any breach of this Lease by Lessee or of any default on the part of Lessee in the
observance or performance of any of the conditions or covenants of this Lease, shall not be
deemed to be a waiver of any provisions of this Lease. No acceptance by the City of a lesser sum
than the Minimum Basic Rent, Percentage Rent, Additional Rent, or any other charges then due
shall be deemed to be other than on account of the earliest installment of the Minimum Basic
Rent, Percentage Rent, Additional Rent or other charges due, nor shall any endorsement or
statement on any check or any letter accompanying any check or payment as the Minimum Basic
Rent, Percentage Rent, Additional Rent or charges due be deemed an accord and satisfaction,
and the City may accept such check or payment without prejudice to the City’s right to recover
the balance of such installment or pursue any other remedy provided in this Lease.

C. Failure to Enforce Covenant Not Invalidation. No failure on the part of the City
to enforce any covenant or provision herein contained, nor any waiver of any right hereunder by
the City shall discharge or invalidate such covenant or provision or affect the right of the City to
enforce the same in the event of any subsequent breach or default, unless expressly agreed to by

the City Manager in writing.
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D. Receipt of Post-Termination Rent Not Reinstatement. The receipt by the City of
any of the Minimum Basic Rent, Percentage Rent, Additional Rent or any other sum of money or
any other consideration paid by Lessee after the termination in any manner of the term, or after
notice by City of such termination, shall not reinstate, continue, or extend the term hereof, or
destroy, or in any manner impair the efficacy of any such notice of termination as may have been
given hereunder by the City to Lessee prior to the receipt of any such sum of money or other
consideration, unless so agreed to in writing and signed by the City Manager.

19. RIGHT OF ACCESS

City and City’s officers, employees and agents shall have the right to enter upon the
Leased Premises thereon during normal business hours upon two (2) business days’ written
notice to Lessee (excepted in case of emergency) for the purpose of inspecting the same and
without prior notice to Lessee to post notices of non-responsibility or any other notices the City
may reasonably deem necessary or desirable.

20. QUIET ENJOYMENT

Subject to all rights reserved by City under this Lease and to the title exceptions existing
as of the Effective Date, the City covenants that Lessee, upon paying the rent expressly reserved
in this Lease and observing and keeping the terms, covenants, and conditions of this Lease on its
part to be kept and performed, shall lawfully and quietly hold, occupy and enjoy the Leased
Premises during the term of this Lease, without hindrance from City or those lawfully claiming
an interest in or to the Leased Premises through or under City.

21. CONDEMNATION

A. Condemnation. In the event proceedings be taken pursuant to an exercise of the
power of eminent domain by any lawful authority to condemn or otherwise acquire any portion
of any Parcel, and as a result of such taking, such portion of the Leased Premises will no longer
be suitable for the operation of the type of uses specified in Paragraph 9, Lessee shall have the
option, by written notice to City at any time prior to the date that such portion of the Leased
Premises is taken by the condemning authority, to terminate this Lease as to that Parcel or those
Parcels containing such condemned portion, effective as of the date of possession by the
condemning authority. In the event of such termination, rent shall be prorated to the date of
termination and any unearned rent shall be refunded to Lessee. Lessee shall not grant a right of
entry to any condemnor without the written consent of City .

B. Should Lessee not elect to so terminate this Lease, or should any such taking not
be sufficient to allow such option to terminate, this Lease shall terminate as to the portion of the
Leased Premises taken upon the date which possession of said portion is taken, but this Lease
- shall continue in force and effect as to the remainder of the Leased Premises and Lessee, at its
own cost and expense, shall promptly restore the remaining portions of the Improvements, to a
condition existing just prior to such taking. Lessee shall, in the event of a taking of any portion
of the Required Improvements, be entitled to a reduction in the Minimum Basic Rent payable
pursuant to Paragraph 5 of this Lease thereafter required to be paid, based on the ratio between
(i) the reduction in the fair market rental value of the Leased Premises as improved following
such a taking and restoration and repair by Lessee (valued at the actual use of the Leased
Premises) and (ii) the fair market rental value of the Leased Premises as improved immediately
prior to such taking (valued at the actual use of the Leased Premises).
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C. Award. In the event that an award is made for an entire or partial taking or for
damage to the Leased Premises or any interest therein in any action in direct or inverse
condemnation or in the event of a taking under the power of eminent domain, the parties hereto
agree that their respective rights to the award or compensation paid shall be as follows:

(a) City shall be entitled to that portion of the award received for the
taking of the real property within the Leased Premises, exclusive of all Required Improvements
and other Improvements placed on the Leased Premises by or under Lessee.

(b) Lessee shall be entitled to that portion of the award received for the
taking of Required Improvements and other Improvements placed on the Leased Premises by or
under Lessee and to any award that may be made for the taking of or injury to Lessee’s business
and profits or on account of any cost or loss Lessee or its subtenants may sustain in the removal
of its or their merchandise, fixtures, equipment and furnishings from the Leased Premises;
provided, however, that with respect to any taking or award occurring after the one hundred
twentieth (120th) full calendar month of the term of this Lease, any such award received for the
taking of or damages to Required Improvements or other Improvements placed on the Premises
by or under Lessee shall be prorated between City and Lessee based on the ratio between the
number of years and partial years remaining in the Lease term to thirty-three (33) years. For
example, in the event the date of taking occurs with three (3) years left in the Lease term, Lessee
would be entitled to one-eleventh (1/11th) of the award for the taking of or damages to the
Required Improvements or other Improvements.

(c) Any severance damages and interest payable on the total award
shall be divided between City and Lessee in the same ratio as are the awards granted to them
pursuant to the other provisions of this subsection.

(d) Lessee shall not be entitled to any portion of the award on the basis
that Lessee’s interest in this Lease has a bonus value (i.e. that the fair rental value of the Leased
Premises for all or any portion of the remainder of the term hereof exceeds the rental reserved

under this Lease for such period).

22. FAIR MARKET VALUE

A. Fair Market Value Defined. “Fair Market Value” shall mean:

When applied to the land of the Leased Premises or any portion thereof, the fair
market value of such land, exclusive of the Improvements thereon, based upon the uses of the
Leased Premises permitted under this Lease, as the same may from time to time be amended;

When applied to the Improvements located at the Leased Premises, or any portion
thereof, the fair market value of such Improvements, exclusive of the land of the Leased
Premises, based upon the uses of such Improvements permitted under this Lease, as the same
may from time to time be amended;

When applied to the entire Leased Premises, or any portion thereof, and all
Improvements located thereon, the fair market value of such land and Improvements in the
aggregate based upon the uses of the Leased Premises permitted under this Lease, as the same
may from time to time be amended;

When applied to the Lessee’s leaschold interest under this Lease together with
Lessee’s interest in all Improvements located on the Leased Premises, the fair market value of
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such leasehold estate and improvements in the aggregate based upon the uses of the Leased
Premises and such Improvements permitted under this Lease, as the same may from time to time

be amended; and

When applied to the City’s interest under this Lease together with the City’s
interest in the land of the Leased Premises and all Improvements located on the Leased Premises,
the fair market value of such interests in the aggregate based upon the uses of the Leased
Premises permitted under this Lease, as the same may from time to time be amended.

B. Failure to Agree. If the parties cannot agree on the Fair Market value of the
Leased Premises within thirty (30) days of the date that such Fair Market Value determination
becomes necessary under any of the provisions of this Lease, then such Fair Market Value shall
be determined by appraisal in accordance with subparagraph C of this Paragraph 22.

C. Appraisal.

If appraisal is required to fix the Fair Market Value, such appraisal shall be
conducted in the following manner: within five (5) days following the expiration of the thirty
(30)-day period during which the parties have been unable to reach agreement on the Fair Market
Value, the City shall appoint an appraiser and give written notice thereof to Lessee and within
five (5) days after the service of such notice, Lessee shall in like manner appoint an appraiser and
give written notice thereof to the City, or in case of the failure of either party hereto so to do, the
appraiser appointed by the other party shall alone conduct the appraisal, whose determination of
Fair Market Value shall be binding and final, and the remaining provisions of this Paragraph 22C
shall be disregarded. If two appraisers are thus appointed then they shall select and appoint in
writing a third appraiser and give written notice thereof to the City and Lessee, or if within five
(5) days after the appointment of said second appraiser, the two appraisers shall fail to appoint a
third, then either party hereto shall, at its own expense, have the right to make application to the
Superior Court of Los Angeles County, California to appoint such third appraiser. All appraisals
must be completed within thirty (30) days following the selection of the last appraiser to be
designated. All such appraisers shall be experienced in real estate valuation matters and shall be
both impartial and unrelated to either of the City or the Lessee.

The anthmetic average of the two determinations of fair market value of the three
appraisers so appointed (in either manner) which are closest in value shall be deemed to be the
Fair Market Value and the third determination thereof shall be disregarded.

Each or the parties hereto shall pay for the services of its appointee and one-half
(1/2) of the fee charged by the third appraiser and of all other proper costs, with the exception of
attorneys’ fees which shall be borne solely by the party incurring such fees.

23.  JUDICIAL REFERENCE

In the event that a dispute arises between the parties in instances under this Lease which
call for judicial reference, the City and Lessee agree to refer the dispute to judicial reference in
accordance with the provisions of Section 638 et seq., of the California Code of Civil Procedure.
The parties shall agree upon a single referee who shall then try all issues whether of fact or law,
and report a finding in and a judgment thereon. If the parties are unable to agree upon a referee,
either party may seek to have one appointed, pursuant to California Code of Civil Procedure
Section 640. The cost of such proceeding shall initially be borne equally by the parties. However,
the prevailing party in such proceeding, or in any litigation between the parties, shall be entitled,
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in addition to all other costs reasonably incurred, to recover its reasonable attorneys’ fees and its
contribution for the cost of the reference as an item of damage or recoverable costs.

24. AUTHORITY

A. City Representations. City warrants that it has full right, legal capacity and
authonty to enter into and perform its obligations under this Lease and except as otherwise set
forth in this Lease, no approval or consent not heretofore obtained is necessary in connection
with its execution on behalf of City or the performance of City’s obligations hereunder.

B. Lessee Representations. Lessee warrants that it has full right, legal capacity and
authority to enter into and perform its obligations under this Lease and except as otherwise set
forth in this Lease, no approval or consent not heretofore obtained is necessary in connection
with its execution on behalf of Lessee or the performance of Lessee’s obligations hereunder.

25. NOTICES

A. Notices to City. The address for all Notices (hereinafter defined) given by Lessee
to City shall be:

City of Torrance )
3031 Torrance Boulevard
Torrance, CA 90503
Attn: City Clerk

Fax: (310) 618-2931

and

City of Torrance

3031 Torrance Boulevard
Torrance, CA 90503
Attn: City Manager

Fax: (310) 618-5891
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B. Notices to Lessee. The address for all Notices hereunder given by City to Lessee
shall be:

Torrance Flite Park, LLC

24050 Madison Street, #202
Torrance, CA 90505

Attn: Ralph Martin; Hassan Izad
Fax: (310) 547-1580

and

Murtaugh Miller Meyer & Nelson LLP
2603 Main Street, 9" Floor

Irvine, CA 92614-6232

Attn: Richard P. Hidalgo

Fax: (949) 794-4099

C. Effectiveness.  Any and all notices, demands or other communications
(“Notices”) required or desired to be given hereunder by either party shall be in writing and shall
be validly given or made by any of the following methods: (1) by personal delivery; (i1) by
facsinule transmission if also concurrently deposited for delivery by United States mail in the
manner described in clause (i1i); (i11) by deposit in the United States mail, certified or registered,
postage prepaid; or (iv) by delivery by a same day or overnight courier (e.g., Federal Express,
etc.). For Notices served personally or by courier, service shall be conclusively deemed made at
the time of such personal service or refusal to accept service. Notice served by facsimile
transmission shall conclusively be deemed to have been made as of the earlier of (a) the first
business day following the date of transmission to the facsimile number, if any, shown above, so
long as the sender has reasonable confirmation of the receipt by the receiving facsimile machine
of the facsimile transmission; or (b) the date of receipt or refusal of the concurrently mailed copy
of the Notice. If such Notice be given by mail, such shall be deemed delivered upon actual
delivery or refusal to accept delivery, addressed to the party to whom such Notice 1s to be given
at the address set forth above. Any party hereto may change its address or facsimile number for
the purpose of receiving Notices as herein provided by a written notice given in the manner
aforesaid to the other party or parties hereto. Notwithstanding the prescribed methods of delivery
set forth above, actual receipt of written notice by the parties shall constitute notice given in
accordance with this provision on the date received or refused.

26.  GENERAL PROVISIONS

A. Remedies Cumulative. No remedy or election provided in any provision of this
Lease shall be deemed exclusive unless so indicated, but shall whenever possible be cumulative
with all other remedies in law or equity except as otherwise herein specifically provided.

B. Amendments and Modifications. This Lease shall not be amended or modified in
any way, and no purported amendment or modification shall be effective, unless the same has
been (1) approved by the City Council and set forth in a written instrument, expressly purporting
to amend this Lease, executed by the City Manager or his or her designee or the Mayor for the
City; (i) executed by Lessee; and (iii) approved in writing by any Approved Leasehold
Mortgagee.
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C. Litigation Expenses. If either party to this Lease commences an action against the
other party to this Lease arising out of or in connection with this Lease, the prevailing party shall
be entitled to recover reasonable attarneys’ fees, expert witness fees, costs of investigation, and
costs of suit from the losing party.

D. Time. Time is of the essence of this Lease.
E. Headings. The paragraph headings contained in this Lease are for convenience

and reference only, and are not intended to and shall not define, govern, limit, modify or in any
manner affect the scope, meaning, or intent of any provision in this Lease.

F. Successors in Interest. Except as otherwise provide herein, each and every or
term, covenant and condition of this Lease shall inure to the benefit of and shall bind, as the case
may be, not only the parties hereto but each and every of the heirs, executors, administrators,
successors, assigns and legal representatives of the parties hereto.

G. Waivers. The waiver by either Lessee or the City of any of the covenants,
agreements, obligations, conditions, terms or provisions of this Lease shall not be construed to be
a waiver of such covenant, agreement, obligation, condition, term or provision upon any
subsequent breach of the same or of any other covenant, agreement, obligation, condition, term
or provision herein contained. All waivers must be in writing and signed by the appropriate
authorities of the party to be charged.

H. Gender and Number. In this Lease, whenever the context so requires, the
masculine gender includes the feminine and/or neuter, and the neuter gender includes the
masculine and/or feminine, and the singular number includes the plural and the plural includes

the singular.

I Memorandum of Lease. Neither party will suffer or permit all or any part or a
copy of this Lease to be recorded; provided, however, that Lessee shall have the right, at
Lessee’s expense, including the expense of any documentary transfer tax, to record or cause to
be recorded a memorandum of this Lease executed by both parties. Upon the expiration or
earlier termination of this Lease, Lessee shall execute, acknowledge, and deliver to City within
ten (10) days after City’s request therefor, a quitclaim deed or such other document(s) required
by a reputable title company to remove any cloud from City’s title to the Leased Premises that
might arise as a result of the memorandum.

J. No Brokers. In connection with this Lease, Lessee and City each for itself
warrants and represents that it has had no dealings with any person who is or might be entitled to
a commission, finder’s fee or other like payment in connection with the transactions
contemplated by this Lease and does hereby indemnify and agree to hold the other harmless from
and against any and all loss, liability and expense that the other may incur should such warranty

and representation prove incorrect.

K. Good Faith and Reasonableness. In the event any provision under this Lease shall
require or anticipate that either party hereto make a judgment, give consent or approval, or
exercise discretion, that party agrees to do so reasonably and in good faith, with due diligence,
communicated to the other party in writing and without the imposition of conditions, except in
those instances where a Lease provision specifically sets forth a different standard of approval, in
which case the specific standard of that Lease provision shall govern.
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L. Governing Law; Venue. This Lease is made under and shall be construed
pursuant to the laws of the State of California. Any suit hereon or hereunder shall be brought
only in a state or federal court sitting in the County of Los Angeles, State of California, and all
parties hereto hereby agree that venue shall lie therein.

M. Execution in Counterpart. This Lease may be executed in several counterparts,
and all so executed shall constitute one agreement binding on all parties hereto, notwithstanding
that all parties are not signatories to the original or the same counterpart.

N. Approvals By City Government Functions. No consent, approval or satisfaction
of the City provided for hereunder, and no waiver by the City of any provisions hereof, shall be
effective unless given in writing specifically referring to this Lease and executed by the City
Manager or his or her designee or the Mayor for the City; no such consent, approval, satisfaction
or waiver under or with respect to this Lease shall be inferred or implied from any other act or
omission of the City or any agent or employee thereof. Similarly, unless otherwise expressly
provided therein, no approval, consent or other action taken by the City under or pursuant to this
Lease shall be deemed to waive any other rights or authority of the City in any capacity other
than as the lessor under this Lease. Similarly, nothing contained in this Lease shall in any way
restrict or diminish the rights, powers or jurisdiction of the City, its City Council, Planning
Commission and other agencies with respect to the governance of the Leased Premises and all
buildings improvements, businesses and activities located on or conducted thereon.

IN WITNESS WHEREOF, the parties hereto have executed this Lease as of the Effective
Date.

“LESSEE”

TORRANCE FLITE PARK, LLC

a California limited liability company o
(il 4// }
By: By: , M
Hassanlzad A4

a]p}TMartin
ts: Managing Member Its: Managing Mempér \_)
“CITY”
CITY OF TORRANCE, APPROVED AS TO FORM:
a California mpfieipal corporation

JOHN L. FELLOWS 111,
City Attorney

By: %
Dan Walker, Mayor .

ATTEST: 7 Heather Whitham, Deputy
ity Att
U @R R\ W City Attomey
Sﬁe\Herbers, City Clerk

43



75
WEST PARCEL ADDENDUM

The Amended and Restated Lease by and between City of Torrance and Torrance Flite Park,
LLC dated April 1, 2003, as attached to this West Parcel Addendum, governs three areas in separate
geographic locations within the boundaries of the Zampenni Field Torrance Municipal Airport.
Due to the separate locations and the differing permitted uses for each of these areas, the parties to
the Lease intend that development of these areas occur in three separately defined parcels, namely
the “West Parcel,” “East Parcel,” and “Option Parcel” as defined in the Lease, and as described
more specifically in Exhibit F and Exhibit G attached to the Lease.

For purposes of financing, an executed copy of the original Lease along with this executed
Addendum and a copy of Lessee’s acceptance regarding physical condition of the parcel (with proof
of transmission to City) shall constitute the Lease for the West Parcel only. Because of the financial
interaction that exists between all parcels as described in the Lease, the parties to the Lease intend
that all terms and conditions for all parcels be known, understood, and accepted by all parties
involved in any aspect of financing, development, operation, or administration of any particular
parcel described in the Lease agreement.

The parties to the Lease hereby ratify and affirm all provisions in such Lease that govern the
parties’ rights and obligations concerning the West Parcel (as defined by the Lease) as if the Lease
were written to govern the West Parcel exclusively.

IN WITNESS WHEREOF, the parties hereto have executed this West Parcel Addendum
effective as of December 26, 2001.

“LESSEE”

TORRANCE FLITE PARK, LLC
a California limited lability company

Rajph Martin Hassan Izad
Its: Managing Member Its: Managing Membe
“CITY”
CITY OF TO CE, APPROVED AS TO FORM:

a California pal corporation

JOHN L. FELLOWS III,

/L/_\ City Attorney
Dan Walker, Mayor /Z
By: ﬁ__,/ G

ATTEST: \ . Heather Whltham Deputy
By: @\L&L < c Clty Attomey

\SQe Herbers, City Clerk

By: .
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EAST PARCEL ADDENDUM

The Amended and Restated Lease by and between City of Torrance and Torrance Flite Park,
LLC dated Apnl 1, 2003, as attached to this East Parcel Addendum, govemns three areas in separate
geographic locations within the boundaries of the Zamperini Field Torrance Municipal Airport.
Due to the separate locations and the differing permitted uses for each of these areas, the parties to
the Lease intend that development of these areas occur in three separately defined parcels, namely
the “West Parcel,” “East Parcel,” and “Option Parcel” as defined in the Lease, and as described
more specifically in Exhibit F and Exhibit G attached to the Lease.

For purposes of financing, an executed copy of the original Lease along with this executed
Addendum and a copy of Lessee’s acceptance regarding physical condition of the parcel (with proof
of transmission to City) shall constitute the Lease for the East Parcel only. Because of the financial
interaction that exists between all parcels as described in the Lease, the parties to the Lease intend
that all terms and conditions for all parcels be known, understood, and accepted by all parties
involved in any aspect of financing, development, operation, or administration of any particular
parcel described in the Lease agreement.

The parties to the Lease hereby ratify and affirm all provisions in such Lease that govern the
parties’ rights and obligations concerning the East Parcel (as defined by the Lease) as if the Lease
were written to govemn the East Parcel exclusively.

IN WITNESS WHEREQF, the parties hereto have executed this East Parcel Addendum as
of APRIL 15 , 2003, to become effective as of the date Lessee tenders written
notice to City of Lessee’s acceptance of the physical condition of the East Parcel pursuant to
Paragraph 2B of the Lease.

“LESSEE”

TORRANCE FLITE PARK, LLC
a California limited liability company

By: m W

Rz ph Martin , Hassan Jzad AL —
Its: Managing Member Its: M'magmg Memb r
“CITY”
CITY OF TORRANCE, APPROVED AS TO FORM:

a California cipal corporation

JOHN L. FELLOWS III,

L/—\ City Attorney
Dan Walker, Mayor %—- ,
By: %&

/ Meather Whitham, Deputy

ATTEST;
By: \ %\\&ﬁx\o / City Attorney

Sue Herbers, City Clerk

By:
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OPTION PARCEL ADDENDUM

The Amended and Restated Lease by and between City of Torrance and Torrance Flite Park,
LLC dated Apnl 1, 2003, as attached to this Option Parcel Addendum, governs three areas in
separate geographic locations within the boundaries of the Zamperini Field Torrance Municipal
Airport. Due to the separate locations and the differing permitted uses for each of these areas, the
parties to the Lease intend that development of these areas occur in three separately defined parcels,
namely the “West Parcel,” “East Parcel,” and “Option Parcel” as defined in the Lease, and as
described more specifically in Exhibit F and Exhibit G attached to the Lease.

For purposes of financing, an executed copy of the original Lease along with this executed
Addendum and a copy of Lessee’s acceptance regarding physical condition of the parcel (with proof
of transmission to City) shall constitute the Lease for the Option Parcel only. Because of the
financial interaction that exists between all parcels as described in the Lease, the parties to the Lease
intend that all terms and conditions for all parcels be known, understood, and accepted by all parties
involved in any aspect of financing, development, operation, or administration of any particular
parcel described in the Lease agreement.

The parties to the Lease hereby ratify and affirm all provisions in such Lease that govern the
parties’ rights and obligations concerning the Option Parcel (as defined by the Lease) as if the Lease
were written to govern the Option Parcel exclusively.

IN WITNESS WHEREOF, the parties hereto have executed this Option Parcel Addendum
as of the APRIL- |5 , 200 3, to become effective as of the date Lessee tenders
written notice to City of Lessee’s acceptance of the physical condition of the Option Parcel pursuant

to Paragraph 2C of the Lease.

“LESSEE”

TORRANCE FLITE PARK, LLC
a California imited liability company

By: ¢ QJ\/E By: / &‘\/KQ

Ralph Martin Has d [
Its: Managing Member Its: Managing Member
“CITY”
CITY OF TORRANCE, APPROVED AS TO FORM:

a California m pal corporation

JOHN L. FELLOWS III,
City Attorney

Dan Walker, Mayor M
. By: / o Fr
ATTESL: i Heather Whitham, Deputy
By: ( LW City Attorney

S\QHerberS, City Clerk
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CUITCLALM DEED

- THIS INDENTURE, nmade this _5th day of March
1948n petween the United Stztes of America, 2cting by and throu;
the Yiar Assets Administration, and pursuant to Reorganization Plzn
1 of 19¢7 (12 F.R. ¢53¢), end pursuant to the powars and zuthority
contained in *he provisions of the Surplus Property Act of 19¢¢
(58 Stst. 765) zs zmended, and appliceble rules, regulaticns end
orders, GRANTOR znd the City of Torrence, 2 nuniciopzl corporaticn

Under the laws of the Stete of Tzlifornie, cctine by 2nd tnTousn
its City Council, GRENTEZ, ’
WITNESSETH: That the szid Grentor, for and in censic-

eration of *“he 2ssumption by the Grantee of 21l the obligztions
end its taking subject to certain reservations, restrictions, &nc
conditions, and its covenznt 1o :bide by certain other reserva-
tions, restrictions, end conditions, 21l zs set out hereinaiter,
hzs remised, relessed, and forever quitclzimed, and by thease
presents does remise, releese, and forever quitclaim unto the szid
GCrantee, its successors, znd zssigns, under zand subjec: to the
reservetions, restrictions, and conditions, exceptions znd rigais
hereinafter set out, all its right, title, 2nd interest in thz fol-
lowing described property situzted in the County of Los Angeles,
Stztg of California, to wit:e

Thet portion of Lot 1 of Tract Ho. 9765, zs pe

r me
recorded in Book 170, Pages 10, 11 end 12 of Maos,p
in the ofiice of the County Pecorder of Los Ancslecs
County, in the City of Torrance, County of Los
Angeles, Stete of Californiz, and describzd

zs iol-
lO'HS: .

Beginning &t “he northeasterly corner of said Lot  1:
thence along the East line of szid Lot 1, Scuth 0°
03' 45" Ezst £302.77 feet to the center line of the
Pacific Cozst Highway, 100 feet wide, as describad
in the deed to inhe Stezte of California retorded in
Book 127¢3, Page 23 of Official Records eof seic
county; ihence zlong s2id center line &s follows:

South 890 56° 15" West 26.0¢ feet to the beginning

of curve concave northarly end heving 2 radius of
11¢6.25 feet; thence westerly aleng the erc of csic
curve 8721.2¢ feet; thence Morth ¢G% 00' 30" West
2390.28 feet; thence MNorth £99 Q0' 56 Vest 11.96

feot to the beginning of 2 curve conceave northzesterly
and heving 2 radius of 14,000 feet; thence zleong the
arc cf-szid curve 777.8¢ feet; thence HMNorth 30 29!

56" Wesgt 3¢8)1.23 feet TO the beginning of a curve cohr
-~ave southwesierly znd havinag 2 redius cf 2000 fect,
thence northwesterly 2long the erc< of seid curve ¢00.¢2
feet to the intersection of said center lime with ths
tlect line of said Lot 1: thence zlong said Yest ling
Hor-h 00 0]' 26" Yest 1782.38 feet; thence South 51¢
25! 55" Eagt €93¢.73 feel; thence Morth 380 )¢t 0"
East, =50 feet; thence Morth 1% £5' 25" Vest 224,32
feet to a point on the nor-heasierly line of s21
): caid last menticned coin: being cistzat 2!
northeasterly iine Soutd 639 50' 30" Sast, 720.
srom the most northerly ccrner cf said Let 1; the
South &2° 50' 50" East along the said northeaster
line of Lot 1, a cistance of 5921.75 feet to the norih-
casierly corner of 'said Lot 1, the point of beginning,
containing 385,463 acres, more OF less;
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txcepting therefronm:
FARCEL 1-2

AN easement for embankment slopes upon, over znd
2<ross that portion of said Lot ) ¢f Trect to.
9765, described zs follows:

Beginning &t the most norther)
thence South 6729 0! 50 East z2lcng the norin-
terly line of seid Lot ), z distznce of 730.39
t: thence South 51° ¢5' 530 E.cr 333¢.3) to in
Uz POINT OF BEIGIMMINCG OF PARCEL -5

y corner oi szid Lot

"

rI(

Tnence South 5¢% 37' ¢0% Sast 2 gistznce of 200.50.
feel more or less; thence South 510 ¢! 93% Ezg:
2300 feet: thence South 469 03! 17" Ezst 201 fectl:
thence borth 91°% ¢5' 59" Wagt 2900 feet %o tha
true point of beainning;

znd excepting therefrom:

PARCEL 1-8

An easement for road puiposes upon, over and &
that portion of said Lot 1 of Trzct 97695, inclu
within a strip of land 40 feet- wide, bezng 20
on each side of the following describsd center

- (T N
1— m O.
s m MmO
D orr LLon

w

1o}

Beginning 2t the most northerly cornsr of
thence Sseth 629 50° 50“ East zlong the ro
line of said Lot ), 2 distance of 7£0.39
Sogth 519 45' 53% East 6534.3]1 feet

14t 05" 'West 230 feet 1o ths TRYZ
BEGIhNING Or PARCEL 1-B;
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Thence South 51° ¢5' 53 Ezgi )
southwesterly 133.72 fect 2long
concave no:theaskerly znd hculng
feet; thance MNorth 899 55' 33" East 50.37
a2 point on the westerly prolongaticn of
line of 23lst Street, chown zs Nlmoad
recorded in Book 17, pege 125 of leps
of the County Rocoroer cf Los fingeles Cov;'“
of California, szid point being South O
East, 25 feet from the southwest corner c¢f Lot
of Tract o, 592 as shown on szid r:zp reccrced
Boox 17, page 125 of Maps;
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and excepting therefrom

PALECEL 1-C

An easement for drainzge facilities upon, Cver &
across that portion of said Lot 1 cf trect Ho., ©
tncluded within 2 <izi=z 80 ‘oer wid

25 feet on escn side cf the lowing descr
center line:

.
[
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2eginning &t & ocint cn the northezsterly line <f
:zid Let ), d¥ziznu thereon, Socuth 429 50' 30" Eest
397%,€2 feex frcm the nogt northerly <orner of

e2id Lzt thence South 33 50! 55" f:e¢t, 732.1¢
feet; thence South l“° 09! 05" YWest 548 57 feet;
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Thence couthwesterly zlong a curve concave north-
wiesterly, -angent to last deccribed line @nd naving
2 radius of £20.60 feet; through 2a zngle oi ¢9°
30" zad zn arc distance of 449.77 feet: thence
tangent Scuth £49 291 Q3" “lest, €03 ‘feet to 2 point
in an existing dreinzge channel:

AMD ALSO, en e2senent for dreinage fecilities upon,
over =nd ecross thet portion of szid Lot 1, in-
cluded within a sirip of land 32 feet wide, being
16 feet on ezcn side of the following describec ’
center line:

2eqinning et the Southerly terminus of thz S
2in course herein described &s hzvina & les

r
e

o

o er

z Q
838.57 feet: thence southeasterly zlong & curve
concave northeasterly, tangent 1o c2id course heving
2 length of £¢5.57 feet 2nd having & redius of £30
feet, through zn 2ngle of 2£1° 00', a2n erc lencth of
303.57 feet: thence tangent South 250 50! 55" Tist,
2 distance of 974.C6 feet; thence southzrly 2loag 2
curve -concave Vlesterly, tangent to last described
course and having a radius of 500 feet, through &n
angle of 25° 39", zn arc distance of 223.84 feely
thence tangent South 00 11' 55" Ezet, & cisteEnce

of 200 feet to 2 point in 2n existing cdreinzge chen-

s

nel.

TCGETHER WITH those certzin cheiiel enumerated in Ex-
hibit “8" a2ttzched hereto end m2de & part hzreof; 7d TCEETHER
WI1TH 21} buildings, structures, and improvemsntis Jecated thereon,
except those thirty-four (22) siructures hereinaficr enumcra ted,
znd described in & certein inventory attach:d hereto and nede &
patt hereof, marked Exhibit “A", znd located con thet poriien of ihe
demised premises more particulerly describz¢ in czid Exhidit "A",
being 2 part of the seme property acquired by the United Stetes
of Americe under proceedings in condemnaticn nead in Cezse No. 2327-Pn,
Civi), of record in ithe District Court of the United Steles,

Southern District of Califoranie, Centra) Division.

The zbove described premises are transierred cuhbject to
the following cncumbronces: All existing czcaomenis for ro&ds,
highways, public utilities, railways, and pipe linss; le:sehold
interest executed by the Grantor azs Lessor end by A P. W-ight es
lessee, designated as Lease lio. “/-Q¢-103-Eng. -¢G74, dated April
17, 1945; and the right of the United States of Americe to occudy
use, and maint2in in place, together with rezsonzble MEENS of
inoress and egress withoul pzyment to the Grenies, its sLCCESSCIS,
or 2ssiogns, 2l! the tuildings &nd siructures equnzcated in Exhioix
wgn o and located con the demicec crenises.

EXCEPTING, HQMIVER, from this conveyente el flqhitltltle'
and interest in and to 211 property in the nature of equicment,
furnishicos, and ether cerconal croperty which cen bE :eﬂ:vcoﬂtfcq
the land without meterial iniury %o the l:nd or strUC§UIi§”10v3§eo
thoreon other thar those chaitels coumerated in Exhibit =71 2nd
reservina to the Grantes the riont of removal frem the Pffmlsffdo‘
she cersenr2l gropertv cxcected tevehy within 2 ~e250nebl? ceric
3i tipe ziter the Zate reredf, wnlch shall not te consTTEd TO
mean any ceriod less than zne (1) year after the c2te shis

iastrument,
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AHD FURTHER EXCEPTING, fron this ccnvey:ince and reserv-
ing to the GRANTOR, in a2ccordence with Executive Order 9908
"epproved December 5, 19¢7 (12 F.R. 6223), 211 uranivm, ihorium, and
all other materials determined pursuant to section 5 (b) (1) of
the Atomic Energy Act of 1946 (€0 Stat, 761) to be peculizrly
gssentlal to the production of-fissionable materizl, contzined,
in whatever concentration, in deposits in the lands covered by this
1nstrument, together with the right of the United States throuvah itg
cuthorized zaents or reorescniztives at any time to enter upon’the
land and prospect for, mine, znd remove the szme, meking just com-
pensation for any damzce or injury occasioned thezreby. Howsver,
such land m2y be used, end zny richts otherwise ecguired by this
disposition may be exercised, zs if no reserveticn of such mzterials
hed teen made; except ihat, when suzh use resulic in ths extraction
of &ny such meterizl from the lznd in quantities which mzy ‘not be
transferred or delivered without z license under ithe /fitemic Eneragy
Act of 19¢6, zs it now exists or mzy hereafier be zmended, such mat-
erial shall be the property of the United Stztes Atomic Enzrgy Com-

nission, snd the Commission mzy require delivery of such materizl
to it by eny possessor thereof zfter such meteriz! has bzan sepa-
rated zs such from the ores in which it wes contzined. If ths Com-

mission requires the delivery of such material to it, it shall pay-
to the person mining or extrecting the szms, or s such cther person
as the Commission determines to be entitled thereto, such sums, in-
cluding profits as the Commission deens fzir znd reasonzble for the
discovery, mining, development, production, extrezction &nd oJther
services performed with respect to such mztierial prior to such del-
ivery, but such payment ‘shzll not include eny emount on zccount of
the value of such materizl before removal frem iis place of deposix
in nature. If the Commission does not require ceslivery cf such met-
erial to it, the reservation h2reby made shzll bz of no further torce
or eifect.

AND FUATHER EXCEPTING from *his cenveyence &nc
to the Grantor 2ll minerals, other than those spacificzll

=11
tioned in the last parzaraph cbove, znd :1ll petrcleum in
described land, together with the exclusive right zt eny
‘times to enter upon the lends znd prospect for, nine ifor,
remove such minerals or petroleum, with z1! nece !
ient means of vorking znd trensporting thsz mater
end reserving unto the Grantor the exclusive rich
drill from &djzcent premises into znd throuch th
the land hereby transferred, in order to recover, remove, _
transport therefrom any minerals or petreleus hereln reseIVeaq,

.
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By accepting this instrument, or eny rights herevnder, the ;fid
Grantee hereby releases the Grantor from eny anc =1l liebility

for ell cleims and losses or damage arising cut of the exceptiens
and reservations azbove, .

& Said property transferred hereby wzs éuly.dec%a:eq‘su.-
nlus and was assigned to the Ver ssets fgminisiretlon 107 C25°
cesal, zcting purzuznt 1o the crovisions of ine ebove—man:xonecﬁ
Act, 2s emended, Executive Order 9689, :and applicable reles, reg-
ulations, 2nd orders.

ty the acceptence of zhis deed or zny rights hereunder,
the said Crantee, for itself, its successors, &nd assigns a?refi
that trznsfer of the croperty zrzns{erred by this instrumznt, ==
cccepted subject to the following restrictizns et fortn in sud-
carzorachs (1) end (2) cf this giragraph, which shzil run with
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the land, imposed pursuant to the authority of ~rticle &, Section
3, Clause 2 of the Constitution of the United States of /werica,
she Surplus Property /Act of 1944, as amended, Reorganization Plan

1 of 1947 (12 F.R. ¢53¢4), and applicable rules, regulations, and
orders:

{1) That 2ll of the property transferred hereby, here-
after in this instrument called the “"airport', shzll be uced for
.public zirport purposes, znd only for such purposes, on reesof-
able terms and without unjust discrimination -nd wiithout crant or
exercise of any exclusive right for use of the zirport within the
meaning of Section 303 of the Civil Aeronzutics Act of 1632

{2} Thet the eniire landing arez, &¢ hereinaiter def-
ined, and 21l structures, improvements, facillities, znd egulpment
of the zirport sheall be mzintzined a2t 21} times in good &nd
cerviceable condition 1o essure its efficien

however, that such maintenance shall be re
improvements,

t opereétion; proviced,
quired zs 1O structures,
facilities, 2nd equipmeant only durlng the remainder
of their estimated life, 2s determined by the Clvil Meronezutics
Administretion or ils successor Government zgency. In the event
materizls zre requlred to rehabilttate or repelr certain of the
aforementioned structures, lmprovements, facilities, oOF eaUipment
they may be procured'by demolition of other structures, improve-
ments, facflities, or equipment transferred hereby and loceted

on the above-described premises, vihich have outlived their-use

25 2irport property in the opinion of the Civil feronaviics Adain-
jstration or its successor Government agency.

By the zcceptance of this deed or any ri
the sald Grantee for itself, its successors, &ngd zssians,
scsumes the obligations of, covenanis to ebide by, anc igrees iC,
and this trensfer is made subject to, the following Tesel .

snd restrictions set forth in subpzragraphs (1) to (6) of tb1<ﬂ
paragraph, which shall run with the land, imposed pursuent to the
authority of Article 4, Section 3, Clause 2 of the Conét}tu§1on

of “he United Stetes of /fmerica, the Surplus Property. nit or:l@ii,
s zmended, Reorganization Plan 1 of 1947 (12 F.R. £932), and
applicezble rules, reguletions znd orders:

(1) That insofer es i¢ within its pows¥ and :eesonably;
possible, the Grentee end 2ll subsequent transferees shal% E:iven&
any use of land either within or outside the bounoari§§ of ths
airport, including the construction, erection, alte;atzon, o; L
crowth of any structure or other object thereofn, which use wouid
be = heazard to the landing, teking-off, or maneuverina of'alri{arh
at the airport, or otherwise limii its usefulness'es in a2irport.

(2) That the building zrezas apnd non-&v
=5 such terms &re hereinafter defined, of orT on
be used, 2ltered, modified, or improved only 1?

t
n

<

0ot

“not interfere with the efficient operation of
of the airport faclilities, as hereinafter def2

m r
E\.

. HES IS &t
(2) Thet itinmerant alrcraft owned by tne‘Uié:sir;;zgiﬁ)

of fmerica (hereinafter sometimes referred to &° éhi —~;en%‘5;s—
or operated by eny of its employees or agents C?h 0\§i:;rt in com-
iness shall at zll times have the right to use the ai‘ge—limited
mon with others: Provided, however, that §U§h use mib’ics Fmin-
as may be determined 2t any time by the ClVllL“5£°D°g:;ssary ‘o
jstration or its successor Government agency 10 D€ ?;traft <o Lo
srevent interference with use by other authorized 2irc lesg than
s such limitation does not restrlct.Government use S es of the
twenty-five (25) per centum of capacity of the landing
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airport. Government use of the 2irport py. virtue of the provisions
of this subparaaoraph shall be without charge of 2any nature other
than payment for damage caused by such itinerant eircraft.

()" That during the existence of &ny emergency declered
by the President of the United States of Americe or ths Congress
thereof, the Government shzll have the rjoht without charge, ex-
cept 2s indicated below, to the full, varestricted possession,
control, znd use of the landing arez, building zrees, &nd 2

zirport
fecilities, 2s such terms zre herein:fter definsd, or eny part
the

creof, including eny edditions or improvements thereic made sub-
tecuent 1o the decleretion of zny part of ihe eirport es surolus;
“rovided, however, thzt the Governmen: <haz)) bs responsible curing
the period of such use for *he entire cost of rmzintzining 21l such
zrees, f2cilities, and improvements, or the riions ussd, And
shall pay & fair rentzl for the use of any Ylaticns or struct-
ures wnich have been added thereto without :1 a2ic.

{5) That no exclusive right for the use of =ny landing

orea or air nevigaticn facilities, included in cr oa thz alrport
shall be granted or exercised,

(6) That the property transferred haredy may be cucces-
sively transferred only with the zpprovae)l of the Civil feronauizcs
idministretion or its successor Governmecnt aagcncy, and with tbs.
proviso thét any such subsequent transferee esssun2s all the e¢bli-

gations imposed upon.the Grantee by the provisicns of this instru-
mant.

As used in this Quitcleim Deed, the fcllowing terms shall
have the following meanings: .

(2) "Llanding Are2" means any land, or combinztion of
water 2nd land, together with improvements thzreon 2nc nscesszry
operational equipment used in connecticen the:ew:zhl which is vses
for landing, teke-offs, and parking of aircreft Fhe EEI@AlﬂClUCES
bui is not limited to, runweys, strips, iexiwzys, &NC PATAING
201005,

(b) “Building Nrez" meazns eny Land other thin & lending
2res, used or necessary for or in connection with the cperaticn O
me2intenance of an Aalrport.

{¢) "Mon-zviation facilities" means eny building, struct
ures, improvements and eaquipment located in & bUilde; gref And X
used in connection with, but not required foOr the efficlent cperac:
and m2intenance of the landing ares or thsz airport fecilitles.

(d}) “hirport facilities" means any buildin;s,_sEFUZiU:ES
improvements and operetional equipment oiher thin ncn-EVL?5lSﬂ Con
facilities, which ere used 4nd necessery f{or or in ceoons tion WIRn

the coerziion eénd mointenzncz 2f =n ziz-cos

8y acceptance of this instrumeat or eny flﬁffs herevnae=.

the Graentee further agrees with the Grantor zs follows
- -3 £y "‘,t’

(1) That oon ~ bresch of any of the aforeszid -:fe_‘e‘e”
ions or restrictions by the CGrantee or any §ngEqU§nL \ihzabs;oueﬂt
whethar caused by the lagal inability of salo.Craqieepc- 0hor
transferee to cerformany of *he cbligations nerein E:t Or;éhts
stherwise, the title, rignt of possession, 2nd &ll Oxbff‘ 2 ihe
tvansfer-ed to she Grantee, or =zny porticn “herect, s?;_l’“tha
soticn of the Grantor revert to and beccme the prepery 0; Gar
nited States of Americe tpon demand made in wr:ting by the

[e]
IR
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A§sets Administration or its successor Government 2gency 2t least
slxty (69) days.prior to 'the date fixed for the revesting of such
tltl?. right of ‘possession, and other rights trensferred, or any
portlon.thereof; Provided, that, as to installations or siruct-
ures which have been 2dded to the premises without rederal zid, ihs
United Stetes o§ fmerice, shall have the option to eacquire title )
to or use of the s2me 2t the then fair market valus of the rights
therein to be ccquired by the United Stsotes of /merica.

§2) That if ths consiruction s covenents of zny of
the foregoing reservations and restrictions recited herein as ccu.
enants, or the 2pplication of the same z5 covenznts in eny parti
vlar instence is hsld invelid, the particuler resecvetions or
restrictions in gqussticn shall be consirusd instesd merely zs
con@itions upon the breach ¢cf vihich the Grantor mey exercise its
option to ceuse the title, rioht of possession &nd &ll other richis
trsnsferred to the Grentee, or any portion thereoi, to revert ic
the.United States of Qmerica, and the zpplicetion of such reser-
vations or restrictions as covenants ip any other instznce and
the construction of the remainder of such reservetions znd resirict-
lons 2s coveneants shal) not be affected thzreby.

C -

TO FAVE /MO TO HOLD the gaid prenises, with zpourtenzncec
except those rights excepted and reserved zbove, &nd undsr and cub-
ject to the:z2foresaid reservetions, restriciions, ¢nd ccaditions,
unto the szid Grantee, its successors, and éssigns forevsr.,”

+

nTs

o

se pres

el

IN WITNZSS WHZREOT, the Grentor hzs ceuzed th
to te executed &s of the day znd year first above writt

TEZ UNMITED STATEZS OF /MErRICA
Scting by and throwueh
VAR OASSETS ADMINISTRATION

Ey </ FOSERT 0. /fLECA
DEEUTY REGION.L DIRzCTOR
For Pez) Preopsrty Disposezl
Los Anaeles Feqion:zl Office
War Aszeis ,iiminisirztion

WITHESSES:

s/ Dever2 L. Scholne¥k

s/ Doris Goodman
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EXHIBIT B

EXHIBIT “B”

LEGAL DESCRIPTION OF WEST PARCEL

That property in the City of Torrance, County of Los Angeles, State of Califorrua more
particulacly descnbed as: Parcels 23,4, 5, and 6 of Official Map Number 2 25 p2r map recorded
in Bool 5, Pages 44 through 51 inclusive of Official Maps, records of said County, of that
certain land consisting of epproximately 188,730 square feet; Except therefrom the souih casterly
105° of said Parcel 6.

[XIA M ETEPEVATS DRI R ]

EYHIRIT “R”
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EXHIBIT C

EXHIBIT “C”

LEGAL DESCRIPTION OF EAST PAREL

That property in the City of Torrance, County of Los Angeles, State of California more
particularly descrnibed as: Parcels 12, 13, 14, 15 and 16 except therefrom the easterly
100.50 feet of said parcel 16, of Official Map Number 2 as per map recorded in Book 5
Pages 44 through 51 inclusive of Official Maps, records of Said County, of that certain
land consisting of approximately 260,175 square feet.

>
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EXHIBIT D
EXHIBIT “D”

LEGAL DESCRIPTION OF OPTION PARCEL

That property in the City of Torrance, County of Los Angeles, State of California more
particularly described as: Parcel 10 of Official Map Number 2 as per map recorded 1n Book 5,
Pages 44 through 51 inclusive of Official Maps, records of szid Couniy, of that certain land
consisting of approximately 104,938 square feet.

1532-11538'062579-0034 EYHIRIT “D”
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EXHIBIT F

EXHIBIT ¥

GENERAL DESCRIPTION

The TFP plan is to create a development accomrﬁodaﬁng a series of FBO operations,
aviation-related office facilities, a series of modern technology aircraft storage hangars,
as well as a small destination park. This aviation-oriented mini-park is planned to
complement the General Aviation Center and to add to the many other facilities that

attract aircraft users, employees, pedestrians (and sightseers) to the airport.

TFP’s plan of development anticipates construction mvolving three parcels called West
Parcel, Option Parcel and East Parcel. The development proposed for each parcel is
diagrammed in illustrative plans and a block-out or building “footprint” plans in Exhibits

Fand G.

HANGAR MIX

TFP’s plan is to develop and operate three types of hangars:

Hangar Type 1 is the so-called “nested” T hangar, offering conveniences such as powered
doors, running water and lavatories. The TFP plan anticipates a quantity of forty-five
Type 1 hangars, or 46% of the total proposed mix. Expected aircraft for those Type 1
hangars include most smaller light aircraft, high performance single engine and most
light twin aircraft; this list includes Beechcraft Conanzas and Barons, Cessna 210 and
310 series Piper Cherokee, and Senecas, etc. These hangars will accommodate a 40’

wingspan and will contain approximately 1,300 s.f. of floor area.
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Hangar Type 2 is a medium size hangar, measuring approximately 44" x 40°; it is

rectangular in shape, accommodating power doors, support storage and lavatories. Type
2 hangars will accommodate Beechcraft Duke, Cessna 340 and 400 series, Piper Navajo,
and other executive aircraft. TFP proposes approximately twenty-eight of Type 2

hangars, representing 29% of the proposed mix.

Hangar Type 3 is a specialty type hangar whose purpose is two-fold:
a. Multi-aircraft storage of larger executive aircraft

b. Potential FBO, sales, storage, and maintenance faciljties

These hangars vary in size depending on their adaptability for FBO purposes, ranging up
to 9,000 square feet. The TFP plan anticipates approximately 20 Type 3 hangars, or 21%

of the proposed mix.

WEST PARCEL DEVELOPMENT

The West Parcel is planned to accommodate FBO operations and thirty-six hangars
supported by adequate auto parking and featuring a significant landscaped open space
element. The diagram on the following pages illustrates the proposed West Parcel
program which emphasizes open space, landscaping and low profile business office/FBO

facilities near the intersection of Madison Street and Airport Drive.
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Approximately 6,600 square feet of floor space is anticipated for FBO activity, while the
thirty-six hangar space inventory is planned for four executive FBO hangars (Type 3), 20
Type 2 and 12 Type 1 hangars. As with all proposed hangars, TFP proposes these as
steel structures clad with steel panels and ternally furnished with drywall, fire retardant

surfaces.

The prototype building design for the FBO facilities is the same flex-space anticipated for
the West Parcel, Option Parcel and the East Parcel one or two story structures. This
particular design approach allows for the creation of many “corner” offices and
workspaces to accommodate the variety of activities that fit under the broader
interpretation of “FBO”. In addition the TFP plan proposes a restaurant to be located in

the FBO building proposed for the Option Parcel.

EAST PARCEL DEVELOPMENT

The East Parcel construction program is planned to accommodate a s‘eries of FBO
operations in one FBO facility and fifty-three hangars. This step is anticipated to allow
the rctum of full service activity of the current EBO’s which may have been'displaced
temporarily by the construction of the earlier phases, as well as other operators to be

solicited by TFP.

The East Parcel development contemplates the following mix of hangars:
Type Tl Approximately 33 representing 62% of East Parcel hangars
Type T2 Approximately 8 representing 15% of East Parcel hangars

Type T3 Approximately 12 representing 23% of East Parcel hangars
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East Parcel is anticipated to be constructed in two phases:
Phase 1 (West Portion) — consisting of 28 hangars

Phase 2 (East Portion) — consisting of 25 hangars

The East Parcel FBO building of approximately 10,000 square feet is anticipated to be
constructed during Phase 2 unless demand suggests a start of construction during Phase 1.
The East Parcel is also proposed to accommodate one underground aviation fuel storage

facility.

WEST AND EAST PARCEL FBO BUILDING DESIGN

TFP 1s exploring two alternative methods of construction for these facilities:

1. Conventional wood frame with stucco wall finish and tile roofs.

2. A mnew technology panel construction system utilizing pre-fabricated
polystyrene/concrete panels for both exterior and interior walls as well as for roof
construction. This innovative technology system will be explored with City of
Torrance Building Officials to assure acceptance and efficient construction

scheduling.

APPROVALS
With respect to all buildings proposed for the East and West. parcels; building elevations,

material, colors and landscaping are subject to approval of the City’s Planning Director.

PAWORD\LMT\Leases\FLITE PARK EXHIBIT F.doc
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EXHIBIT G-1

EXHIBIT G-1

PROPOSED OPTION PARCEL DEVELOPMENT

Development of the Option Parcel is proposed to take place on the 2.41 acre area
immediately southwest of the FAA control tower. TFP beheves this parcel should be
used in a compatible manner relating to the General Aviation Center and the FAA tower
to complement the “entry” to the airport theme with its landscaped open space adjacent to

Airport Drive.

The Option Parcel is planned as an FBO office and general aviation storage complex,
featuring a small park in the northeast comner of the Option Parcel, related to a restaurant
proposed in the FBO complex. This is intended as a citizen-friendly space; the attached
plan and illustrations show how the building massing is planned to afford maximum
interior and open-space view to the arrport and its operating activities.

CONCEPT PLAN B

The development plan for North Portion Option Parcel includes four larger T3 type
hangars for FBO operations, and general aviation aircraft storage. These hangars are

expected to total about 20,000 square feet in area.

Utilizing the proposed FBO/Office design prototype, the Option Parcel consists of a
6,000-10,000 s.f. airport-oriented office building with related outdoor decks and patios,

situated in a two-story building.



96

CONCEPT PLAN’A

The proposed complex features a 512 Space parking structure on South Portion Option
Parcel allowing for FRO building and aircraft hangar occupant parking; in addition the
air space over the first level of parking is anticipated as a potential overflow parking

facility for local areq businesses.

The Option Parcel plan also anticipates the replacement of the closed vehicular entry
(east of the FAA tower) to be constructed by the City of Torrance at the northeasterly
corner of the Option Parce]. In addution, underground aviation fue storage is anticipated

on the Option Parcel.

APPROVALS

With respect to al buildings proposed in the Option Parcel; building elevations,

materials, colors and landscaping are subject of approval of the City’s Planning Director.
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EXHIBIT G-2

EXHIBIT G-2

SOUTH PORTION OPTION PARCEL DEVELOPMENT

CONCEPT PLAN C

The Option Parcel South Portion development plan anticipates four (4) T3 type hangars

to accommodate FBO and general aviation storage activity.

The proposed complex anticipates surface level vehicular parking in response to City of

Torrance parking requirements.

The Option Parcel plan also anticipates the replacement of the closed vehicular entry
(east of the FAA tower) to be constructed by the City of Torrance at the northeasterly
corner of the Option Parcel. In addition, underground aviation fuel storage is anticipated

on the Option Parcel.
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