Council Meeting of
July 14, 2009
Honorable Mayor and Members
of the City Council
City Hall
Torrance, California

Members of the Council:

SUBJECT: City Manager — Adopt Amended and Restated Lease and Memorandum of
Lease by and between DCH Torrance Imports, Inc and the City of Torrance
for City-owned property located at 2955 and 2909 Pacific Coast Highway

RECOMMENDATION

Recommendation of the City Manager that City Council authorize the Mayor to Execute and the
City Clerk to Attest to an Amended and Restated Lease and Memorandum of Lease by and
between the City of Torrance and DCH Torrance Imports Inc., a California corporation,
concerning a Lease for City-owned property located at 2909 and 2955 Pacific Coast Highway.

FUNDING
No funding is required for the requested action.

BACKGROUND

DCH Torrance Imports, Inc (DCH) currently operates Torrance Toyota at 2955 Pacific Coast
Highway. The parcel size is 2.74 acres and the Lease term is through 2020 with two ten-year
options. DCH has been trying to expand their operation in Torrance but has been unable due to
the size of their current Leasehold. The parcel just east of their facility was home to a General
Motors Dealership. The operator left the site and it is currently vacant. The Master Tenant has
continued to pay rent while they looked for an operator to take over the Lease. DCH has
negotiated terms with both the current tenant for the sale of the Leasehold and the City of
Torrance regarding new terms as a method of making the property financially viable while the
improvements are reconstructed.

ANALYSIS
DCH and City staff have been negotiating terms of the Lease. Before Your Honorable Body
tonight is the culmination of those negotiations with terms and conditions contained in a new
Amended and Restated Lease (Lease) that if approved will terminate the current Torrance
Toyota Lease and add that parcel to the new Lease (Attachment A). The Lease includes the
following terms:
Term
The Lease includes an initial term through 2024 with two ten-year options. This includes a
fair market rent valuation at:
» 2015 capped at 150% of the valuation
» 2025 with no valuation cap
» 2035 with no valuation cap
The 2955 Pacific Coast Highway Lease had a term including options through the year
2040. The 2909 Pacific Coast Highway Lease had a term including options through the
year 2034. The overall increase using the longest term from the original Leases is 4 years;

this increase will assist in capitalizing the property.



Construction Period

The Lease includes a rent reduction from the current rent of $43,605 per month to $10,000
per month for the 2909 parcel while it is in an eighteen month construction period. After
this period the rent will increase to $41,143 per month for the 2909 parcel and be added to
the rent on the 2955 parcel which is set at $34,360 per month for a total monthly rent of
$75,503 per month or $906,036 annually. The rent structure re-setting the rent was
derived using a valuation of $41.67 per square foot at an eight percent (8%) rate of return;
this valuation is used to set rent for both parcels.

The Lease also requires a liquidated damage amount if construction is not completed in 30
months, this amount is set at $6,000 per month. It is not anticipated that this will be
collected; however, the goal of this new Lease is to have a new facility at the site so the
liquidated damages will serve as a means to enforce the desired result.

Percentage Rent

The current Toyota Lease at 2955 Pacific Coast Highway requires percentage rent of % of
1% of gross receipts over the base rent. The 2909 Lease requires 1% of gross profit in
addition to the basic rent. The gross profit calculation has been a greater revenue
producer than gross receipts in other City Leases, however moving to this calculation
immediately would not be financially feasible for the tenant as the construction overhead
and overall increased rent from the additional parcel would not be financially practical at
this time.

The Lease requires that additional rent of %z of 1% of gross profit commence on January 1,
2015 and increase to 1% gross profit on January 1, 2025. This stepped increase to
additional rent will assist the tenant in recapturing some of the initial start-up costs at the
new site while allowing the City to share in their success as they grow into the financial
aspects of the Lease.

The Lease also allows for Consumer Price Index increases of a minimum of 2% and
maximum of 6% annually.

General Provisions

The Conditional Use Permit (CUP) for the 2909 site requires the undergrounding of utility
lines. The cost to do so becomes greater the smaller the project is; this is due to the
engineering costs and materials costs associated with a small project. Because of this, the
tenant will bond for the cost of undergrounding and when a project is developed for the
Airport Drive corridor, the bond will be called and the portion required under the CUP will
be funded.

In addition, as part of the requirement of the Lease, the tenant will provide to the City a
letter showing that funding for the project has been secured.



Memorandum of Lease

The Memorandum of Lease is used as a recordation tool with the County of Los Angeles. The
Memorandum of Lease allows for certain attributes to be recorded so if there were a title search
for the parcels involved in the Lease, the encumbrance of the Lease would show on a title
report.

The Amended and Restated Lease before Your Honorable Body allows for the current Toyota
Dealership to increase their overall footprint of their operation from 2.74 acres to 6.14 acres and
places certain guarantees to the City for an upgrade of facility at 2909 Pacific Coast Highway.

Respectfully submitted,

LeROY J. JACKSON
City Manager

CONCUR:
Sy (Povitane

~ LeRoy J. Jackson
ZZ{J/City Manager

Attachments:
A) Amended and Restated Lease
B) Memorandum of Lease






Attachment A

AMENDED AND RESTATED LEASE

CITY OF TORRANCE,
a Municipal Corporation,

lessor

and
DCH CALIFORNIA INVESTMENTS LLC.,
A CALIFORNIA LIMITED LIABILITY COMPANY

lessee

DATED:
Approved by City Council -







LEASE

THIS AMENDED AND RESTATED LEASE hereinafter referred to as “Lease” 1s
made and entered into in quadruplicate at Torrance, California, as of July 14, 2009, by and
between the CITY OF TORRANCE, a Municipal Corporation, as lessor, hereinafter referred
to as the “City”, and DCH CALIFORNIA INVESTMENTS LLC, a California limited '
liability company, as lessee, hereinafter referred to as “Lessee”.

WITNESSETH:

(a)  The City is the owner in fee of the real property constituting the “Leased
Premises” (as hereinafter defined) consisting of approximately 6.24 acres of land (the
“Land”) located on Pacific Coast Highway in the City of Torrance, California. Said Leased
Premises are a part of the Torrance Municipal Airport lands previously conveyed to the City
of Torrance by the United States government, as described in that certain Quitclaim deed
executed by the United States of America, dated March 5, 1948, recorded May 13, 1948, in
Book 27145, Page 363, of Official Records in the Office of the County Recorder, County of
Los Angeles, California.

(b)  The Land is being leased hereby for business purposes pursuant to the
authority contained in Section 37395 of the Government Code of the State of Califorma, and
pursuant to the powers conferred to the City by the provisions of Article XI of the
Constitution of the State of Califormia.

(c)  The City and Argonaut Holdings, Inc., a Delaware corporation (“Argonaut”)
entered into that certain Lease dated November 1, 2003, (“Argonaut I.ease”) covering
certain real property commonly known as 2909 Pacific Coast Highway, Torrance,
California, (“2909 Premises”).

(d)  Argonaut as “Assignor” and Lessee as “Assignee” entered into that certain
Agreement for the Assignment and Assumption of Ground Lease and Purchase and Sale of
Leasehold Improvements and First Amendment thereto dated February 26, 2009 (said
agreement as now or hereinafter amended referred to as the “Argonaut Agreement”) in
which Lessee wishes to acquire the rights and interests of Argonaut, and to assume the
duties and obligation of Argonaut, as the lessee under the Argonaut Lease and Argonaut
wishes to assign its rights and interests under the Argonaut Lease and to sell the
improvements located on the 2909 Premises (“2909 Improvements) and to be included as
part of the 2909 Premises, to Lessee in accordance with the terms of that certain Assignment
and Assumption of Lessee’s Interest Under Lease of even date herewith (“Assignment



Agreement”). The City has agreed to consent to the assignment of the Argonaut Lease
pursuant to Landlord’s Consent to Assignment, Agreement and Estoppel Certificate of even
date herewith (“Landlord’s Consent and Estoppel”).

(e)  The City and George H. Whittlessey entered into a lease (“Torrance Toyota
Lease”) dated July 1, 1970, covering certain real property commonly known as 2955 Pacific
Coast Highway, Torrance, California (“2955 Premises”). The parties to the Torrance Toyota
Lease amended in writing certain terms of the Torrance Toyota Lease on four (4) occasions
and assigned the Torrance Toyota Lease on three (3) occasions and the current lessee under
the Torrance Toyota Lease is DCH Torrance Imports, Inc., a California corporation (“DCH
Imports”), an affiliate of Lessee . The City and Lessce desires to terminate the Torrance
Toyota Lease in accordance with terms of that certain Agreement for the Termination of
Lease (“Termination Agreement”).

H Upon the Commencement Date, Lessee shall become the owner of the
improvements currently located on the 2955 Premises (“2955 Improvements™)
notwithstanding the termination of the Torrance Toyota Lease. The ownership of the 2955
Improvements shall be vested in Lessee until the expiration or earlier termination of this
Lease in accordance with the terms hereof.

(g)  The City and Lessee desires to amend and restate the Argonaut Lease in order
to include the 2955 Premises, which includes the 2955 Improvements, as part of the Leased
Premises hereafter defined and amend and restate certain other terms and provisions of the
Argonaut Lease and provide certain acknowledgements as herein provided.

(h)  The City, acting by and through its City Council, has determined by Resolution
No.2003-143, adopted on October 13, 2003, that it is in the public interest that this Lease be
executed and delivered.



NOW, THEREFORE, IN CONSIDERATION OF THE PREMISES AND OF THE
MUTUAL COVENANTS HEREIN CONTAINED, IT IS HEREBY AGREED THAT THE
ARGONAUT LEASE BE AMENDED AND RESTATED IN ITS ENTIRETYAS
FOLLOWS:

1. PREMISES

For and in consideration of the payment by the Lessee of the rents, and
Lessee’s due and punctual performance of the other covenants of Lessee, herein contained,
the City does hereby lease to Lessee the Land described in, and located as shown on, Exhibit
“A-1” and “A-2”, attached hereto and made a part hereof, which Land is hereinafter referred
to as the “Leased Premises,” which includes the 2909 Premises, the 2955 Premises, the
2909 Improvements and the 2955 Improvements.

City hereby acknowledges that notwithstanding the termination of the Torrance
Toyota Lease and notwithstanding the Argonaut Lease Assignment, ownership of the 2955
Improvements and the 2909 Improvements shall be vested in Lessee, and shall become
subject to the provisions of this Lease on and as of the Commencement Date.

2. TERM & OPTIONS TO EXTEND TERM

A. Term

The term of this Lease shall commence on the Closing of the Argonaut
Agreement (“Commencement Date”), and the Commencement Date and the effectiveness of
this Lease shall be expressly conditioned upon the Closing of the Argonaut Agreement and
the concurrent termination of the Torrance Toyota Lease pursuant to the Termination
Agreement. The initial term of this Lease shall expire at Midnight, December 31, 2024.

B. Period of Extension

Lessee may, at Lessee’s option (exercisable in Lessee’s sole and absolute
discretion), extend the term of this Lease for two additional periods of ten (10) years (each
of such periods being hereinafter referred to as an “Option Period”), subject to all the
provisions of this Lease, including but not limited to provisions for adjustments to “Basic
Rent” (as hereinafter defined). After the exercise of an option to extend, all references in
this Lease to the term shall be considered to mean the term as extended, and all references to
termination or to the end of the term shall be considered to mean the termination or end of
the term as extended.
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C. Conditions for Exercise

Lessee’s right to exercise an option pursuant to this Paragraph 2 is subject to:
(1)  The following conditions precedent:

(a)  The Lease shall be in effect at the time notice of exercise is
given (as provided below) and on the last day of the term. :

(b)  Lessee shall not be in default under any provision of this Lease
at the time notice of exercise is given or on the last day of the term, if in either case it is
beyond the time for curing same.

(2)  Compliance with the following procedures for exercising the option:

(a)  Atleast six (6) months, but not more than nine (9) months,
before the last day of the term, Lessee shall give the City written notice of its exercise of an
option to extend. Notice shall be deemed to have been given as of the date such written
notice is received by Lessor. The giving of such notice shall be deemed conclusive proof of
Lessee’s irrevocable exercise of the relevant option.

(b)  Inlieu of executing a new lease, each party shall, at the request
of the other, endorse on the original Lease or on a true copy of the original Lease that party’s
signature or signatures, the date an option to extend was exercised, and the words “option
exercised” and specifying the new date upon which the term of this Lease, as extended, is to
expire. Alternatively, each party shall, at the request of the other, execute a memorandum in
recordable form acknowledging the fact that an option has been exercised and otherwise
complying with the requirements of law for an effective memorandum or abstract of lease
(the “Memorandum of Exercise of Option™). At the request of either party (and at the
expense, including the expense of any documentary transfer tax (if applicable), of the
requesting party), the Memorandum of Exercise of Option shall be recorded.

3. CONSTRUCTION PERIOD

During any period of construction, Lessee shall be responsible for any additional
costs and expenses related to the construction of buildings and facilities on the Leased
Premises, including without limitation insurance, taxes, utilities and “Additional Rent” (as
hereinafter defined) payable by Lessee under the provisions of this Lease. For purposes of
this Lease, the following terms shall have the meanings respectively set forth below:

A. Construction Period
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The period beginning on the Commencement Date and ending eighteen
months (18) thereafter, during which Lessee shall construct, or cause the then-existing
sublessee of the Leased Premises (the “Sublessee”) to construct, the “Project” (as hereinafter
defined), shall be referred to as the “Construction Period.”

B. Post-Construction Period

The period beginning upon the expiration of the Construction Period, and
continuing through the expiration date of this Lease shall be referred to as the “Post-
Construction Period.”

4. BASIC RENT
A. Amount

Lessee agrees to pay to the City as rent in respect of the Leased Premises
(“Basic Rent”) the sum of: (a) Thirty Four Thousand Three Hundred Sixty Dollars ($34,360)
per month for the 2955 Premises and (b) the sum of Ten Thousand Dollars ($10,000) per
- month commencing on the Commencement Date, and continuing through the Construction
Perniod, for the 2909 Premises. Commencing on the first day of the month following
expiration of the Construction Period, Lessee agrees to pay the City Basic Rent for the
combined Leased Premises in the sum of Seventy-five Thousand Five Hundred Three
Dollars ($75,503) (the “Minimum Rent Payment”) per month commencing eighteen months
after the Commencement Date, and continuing through the Post-Construction Period, as said
sum may be recomputed in accordance with the formula contained in subsection B of this
Paragraph 4.

B. Adjustment to Basic Rent

Commencing twelve months (12) after the completion of the Construction
Period (the “Initial Adjustment Date”), and on each anniversary of the Initial Adjustment
Date throughout the balance of the term of this Lease and any Option Periods (the Initial
Adjustment Date and each such anniversary being hereinafter referred to as an “Anniversary
Date”), other than a “Fair Market Adjustment Date” (as hereinafter defined), Basic Rent
shall be adjusted on and effective as of the relevant Anniversary Date to reflect changes, if
any, in the cost of living, as follows:

(1)  Basic Rent shall be increased to the same extent as the percentage
increase in the “Consumer Price Index for the Los Angeles-Riverside-Orange County area,
All Urban Consumers” (the “Index”) prepared by the United States Bureau of Labor
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Statistics, Department of Labor (the “Bureau”), (using prices prevailing during the year
1982-84 as a base of 100), reported for the period commencing 14 months prior to the Initial
Adjustment Date and ending two months prior to the Initial Adjustment Datc * (“Index
Adjustment”) Notwithstanding the foregoing, the Index Adjustment of Base Rent shall not
be less than two percent (2%) and not more than six percent (6%) every year.

)
Omitted.

(3)  If the Bureau shall revise or convert the Index, the parties hereto shall
accept the method of revision or conversion recommended by the Bureau.

(4)  If the Bureau shall discontinue the preparation of a “Consumer Price
Index” using prices prevailing in the years 1982-84, as a base of 100, and if no transposition
table prepared by the Bureau is available that is applicable to the years 1982-84, then the
amount of each Basic Rent payment shall be the amount due as of the month preceding the
discontinuance of the Index.

C. Fair Market Adjustment

As provided in Paragraph 5 below, on and effective as of January 1, 2015, and,
if Lessee exercises the first Option Period pursuant to Paragraph 2 above, on and effective as
of January 1, 2025, and, if Lessee exercises the second Option Period pursuant to Paragraph
2 above, on and effective as of January 1, 2035 (each such date being referred to hereinafter
as a “Fair Market Adjustment Date”), Basic Rent payable by Lessee on and as of the
applicable Fair Market Adjustment Date shall be adjusted to the “Fair Market Rent” (as
hereiafter defined), and the amount of such Fair Market Rent shall then become the
Minimum Rent Payment under this Lease; provided however, the Fair Market Adjustment of
the Basic Rent as of January 1, 2015, shall not be increased by an amount more than fifty
percent (50%) of the immediately preceding year’s Basic Rent. The amount of Basic Rent
payable during the 2015 calendar year and, if applicable, the 2025 and the 2035 calendar
years, shall not be adjusted to reflect any change in the Index, and the next Index Adjustment
shall occur the following calendar year in accordance with the terms of Section 4(B) of this
Lease.

D. Hold-Over

In the event Lessee holds over after the expiration of the term of this Lease, as
it may be extended, with the City’s consent, Lessee’s tenancy shall be on a month-to-month
basis and the rental rate shall be the same as the last monthly rental rate applicable during
the last month of the term of this Leasc. Any holding over by Lessee after the expiration or
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any termination of this Lease shall not constitute a renewal or extension of the term of this
Lease.

5. PROPERTY VALUE ADJUSTMENT TO MINIMUM RENT PAYMENT

A. Adjustment

On and effective as of each Fair Market Adjustment Date, Basic Rent shall be
adjusted to the “Fair Market Rent” (as hereinafter defined).

B. Fair Market Rent

“Fair Market Rent” shall mean an amount calculated by multiplying (a) the fair
market value of the Leased Premises, exclusive of the improvements thereon, based upon
the use of the Lcased Premises as an automobile sales and service facility, as of the date
forty-five (45) days prior to commencement of any Option Period (as applicable), by (b) the
annual capitalization rate of eightpercent (8.0%) and dividing the product of (a) and (b) by
twelve (12); provided, however, that in no event shall the amount of the Fair Market Rent, as
of a particular Fair Markct Adjustment Date, be less than the amount of the Basic Rent
payable in respect of the calendar month immediately preceding that Fair Market
Adjustment Date.

C. Basic Rent Prior to January 1, 2015

The parties hereto acknowledge that Basic Rent prior to January 1, 2015, has
not been, and will not be, calculated in the manner described in the immediately preceding

paragraph.
D. Appraisal

If the parties cannot agree on the Fair Market Rent of the L.eased Premises for
the relevant period(s) as described in Paragraph 5B above, then such Fair Market Rent shall
be determined by appraisal in accordance with Subparagraph (E) of this Paragraph 5.
Pending such determination by appraisal, Lessee shall continue to pay Basic Rent, and any
Additional Rent in accordance with this Lease until the Fair Market Rent of the Leased
Premises has been determined by the appraisers. The adjusted Basic Rent determined by the
appraisers (which shall be equal to the Fair Market Rent of the Leased Premises) shall be
retroactive to the date upon which the Option Period (as applicable) commenced, and on the
first day of the second full calendar month following the date on which the appraisers
determine the Fair Market Rent of the Leased Premises (the “Determination Date”), Lessee
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shall pay the difference between the amount of Basic Rent paid by Lessee since the
commencement of the relevant Option Period and the amount of the adjusted Basic Rent for
the period from the commencement of such Option Period to the Determination Date;
provided, however, that if it is determined that Lessee has overpaid Basic Rent from the
commencement of each Option Period to the Determination Date, Lessee shall receive a
credit in such amount against the next payable installments of Basic Rent.

E. Appraisal Procedure

(1) Fair Market Rent shall be calculated for the Leased Premises (a) as an
automobile sales and service facility, and not necessarily for its highest and best use, and (b)
having regard for leases of automobile sales and service facilities similar to the Leased
Premises in the market area in which the Premises are located. Fair Market Rent shall be
determined as follows:

(2)  The City and Lessee shall attempt, in good faith, to agree on Fair
Market Rent for the Premises. If Lessee and the City fail, refuse, or are unable for any
reason to agree on Fair Market Rent at least one hundred twenty (120) days prior to the
commencement of the relevant Option Period, Lessee shall within fifteen (15) days
thereafter select an appraiser and notify the City in writing of the name, address and
qualifications of such appraiser. Within fifteen (15) days following its receipt of such
notice, the City shall select an appraiser and notify Lessee of the name, address and
qualifications of such appraiser. Such two appraisers shall endeavor to agree upon Fair
Market Rent. If such two appraisers shall agree upon Fair Market Rent, the amount of Fair
Market Rent as so agreed shall be binding and conclusive upon the City and Lessee.

(3)  If'such two appraisers shall be unable to agree upon Fair Market Rent
within thirty (30) days after the selection of an appraiser by the City, then such appraisers
shall advise the City and Lessee of their respective determinations of Fair Market Rent. If
the greater of the two determinations of Fair Market Monthly Rent is less than or equal to
one hundred five percent (105%) of the lesser of the two determinations of Fair Market
Rent, then Fair Market Rent shall equal the average of such two determinations of Fair
Market Rent, which amount shall be binding and conclusive upon the City and Lessee. If
the greater of the two determinations is more than one hundred five percent (105%) of the
lesser of the two determinations, the two appraisers shall so advise the City and Lessee and
shall selcct a third appraiser to make the determination of Fair Market Rent. If the third
appraiser’s determination of Fair Market Rent is equal to or greater than the lowest
determination of Fair Market Rent made by the original two appraisers (the “Low
Appraisal”) and is equal to or less than the highest determination of Fair Market Rent made
by the original two appraisers (the “High Appraisal”), then the determination of the third
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appraiser shall be binding upon the City and Lessee. If the determination of the third
appraiser is less than the Low Appraisal, then the Fair Market Rent shall be equal to the Low
Appraisal, and if the determination of the third appraiser is greater than the High Appraisal,
then the Fair Market Rent shall be equal to the High Appraisal.

(4)  If such two appraisers shall be unable to agree upon the designation of a
third appraiser within ten (10) days after the expiration of the thirty (30) day period referred
to in Subparagraph (3) above, or if such third appraiser does not make a determination of
Fair Market Rent within thirty (30) days after his or her selection, then such third appraiser
or a substituted third appraiser, as applicable, shall, at the request of either party hereto, be
appointed by the United States District Court for the District in which the Land is located or,
if this Lease is then the subject of litigation, by the court with jurisdiction thereof. The
determination of Fair Market Rent made by the third appraiser appointed pursuant hereto
shall be made within thirty (30) days after such appointment.

(5)  All appraisers selected or appointed pursuant to this Subparagraph E
shall (a) be independent qualified MAI appraisers active in the market in which the Leased
Premises are located, with experience in appraising automobile sales and service facilities,
(b) have no right, power or authority to alter or modify the provisions of this Lease, (c)
utilize the definition of Fair Market Rent set forth above, and (d) be registered in the State of
California if such state provides for or requires such registration. The costs and expenses of
any appraiser selected by a party under this Subparagraph E shall be borne solely by such
party, and the costs and expenses of a third appraiser, if any, shall be borne one-half by the
City and one-half by Lessee.

6. PERCENTAGE RENT

A. Amount

Commencing January 1, 2015, in addition to the Basic Rent payable by Lessee,
and as part of the total rent to be paid for each “Lease Year” (as hereinafter defined) or
partial Lease Year, until January 1, 2025, Lessee shall pay to the City a sum cqual to one
half of one percent (1/2%) of “Gross Profit” (as hereinafter defined) from the motor vehicle
dealership operations conducted at the Leased Premises (the “Percentage Rent”). The
Percentage Rent shall be increased to a sum equal to one percent (1%) of Gross Profit
commencing on January 1, 2025 and continuing through the remaining Term of this Lease
including any Option Periods,. For purposes of this Lease, the term “Lease Year” shall
mean each calendar year commencing with the 2015 calendar year.

B. Payment
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Tenant shall pay the amount of Percentage Rent due to the City in one (1)
installment on or before the thirticth (30™) day of April after the close of the Lease Year to
which such Percentage Rent applies.

C. Definition of Gross Profit

“QGross Profit” shall mean the profit derived from the new motor vehicle
dealership business conducted at the Leased Premises after the “Cost of Goods Sold” is
subtracted from the “Gross Sales” or “Receipts From All Sources,” as stated on the Federal
Income Tax forms submitted to the Internal Revenue Service by the person or entity
conducting such business at the Leased Premises (the “Operator”). The City acknowledges
that it is the intention of Lessee to sublease the Leased Premises to a Sublessee which will
be the Operator of a new motor vehicle dealership at the Leased Premises, but that it is
possible that during the term of this Lease, the Operator may be the Lessee hereunder or a
sub-sublessee of the Leased Premises. It is understood and agreed that Gross Profit shall not
include, and shall not be construed or interpreted to include, any rent which Lessee may
receive from any Sublessee in respect of the Leased Premises, so long as Lessee is not the
Operator of the L.eased Premises. '

D. Subtenants and Concessions

For purposes of this Paragraph 6, the term “Gross Profit” shall be deemed to
include the Gross Profit of the Operator and all other persons and entities conducting
business operations at the Leased Premises, including, without limitation, Operator’s
subtenants, concessionaires, licensees or any other occupant of the Leased Premises,
whether or not affiliated with Lessee, such that their Gross Profits shall be calculated
pursuant to this Lease so as to be included in Gross Profit, notwithstanding any different or
inconsistent provisions in the sublease or other agreement or understanding pursuant to
which such person or entity occupies all or a portion of the Leased Premises; provided,
however, any rent which Lessee may receive from a Sublessee in respect of the Leased
Premises shall not be encompassed or included in the term “Gross Profit,” so long as Lessee
1s not the Operator of the Leased Premises.

E. Audit Provisions

1) Within ninety (90) days after the close of each calendar year during the
term of this Lease, Lessee agrees to cause the Operator of the Leased Premises to submit
to the City a written statement, signed and certified to be correct by such Operator (or by
an authorized officer, if such Operator is a corporation, or general partner if such

10
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Operator is a partnership), showing the amount of Gross Profit derived from the
dealership business conducted at, upon, or from the Leased Premises by such Operator
(and all of its sub-subtcnants, concessionaires, licensees, or any other occupant or person
doing business on, the L.eased Premises) and showing an itemization of all Gross Profit
for the preceding calendar year.

2) On or before April 30" of each year during the term of this Lease,
Lessee agrees to cause the Operator of the LLeased Premises to submit a signed and
certified written statement indicating the amount of Gross Profit for the immediately
preceding calendar year (an “Annual Statement”), which statement shall also be audited
by and duly certified to be true and correct and in compliance with the definition of
Gross Profit contained in Paragraph 6C by an independent Certified Public Accountant in
accordance with generally accepted accounting principles, consistently applied. The
statements referred to in this paragraph shall be in such form and style and shall contain
such further details and information as the City may reasonably require. 1f an Annual
Statement is not received by the City on or prior to the tenth (10"™) day after such Annual
Statement was due hereunder, the Lessee shall pay as Additional Rent, together with the
next succeeding installment of Basic Rent, the sum of (i) One Thousand Dollars ($1,000)
for the delinquent Annual Statement, and (ii) One Hundred Dollars ($100) for each day
in excess of eleven (11) days that the Annual Statement is not received by the City. If
the date on which an Annual Statement is required to be submitted to the City falls on a
Saturday, Sunday or holiday on which the City’s offices are closed for business, such
report shall be due on the immediately succeeding day on which the City’s offices shall
be open for business. The obligations of the Lessee set forth in this paragraph shall
survive the expiration or sooner termination of the term of the Lease. The acceptance by
the City of payments of Percentage Rent or reports thereof shall be without prejudice to,
and shall in no event constitute a waiver of, the City’s right to claim a deficiency in the
payment of Percentage Rent or to audit the Operator’s books and records, as hereafter set
forth.

3) If any governmental authority shall increase the Gross Profit reported
by the Operator on any federal income tax return, after audit for any Lease Year for
which such sales have been reported, then Lessee shall cause the Operator to notify the
City promptly of such increase, supply to the City a true copy of such audit and pay at
that time any additional Percentage Rent due. Lessee shall cause the Operator to provide
the City with a true and correct copy of all federal, state or local sales tax returns, report
and schedules filed with any governmental authorities within ten (10) days following
such filing with such authority.

11
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4) For each calendar year, Lessee shall cause the Operator to keep in the
State of California for a period of at least twenty four (24) months (which period shall
commence only when the City has received a complete Annual Statement pertaining to a
calendar year and all Percentage Rent payable hereunder for such calendar year based
upon the amount of Gross Profit reflected on such Annual Statement (the “Financial
Reports Submission Date”), complete and accurate books and records in accordance with
generally-accepted accounting principles, consistently applied, sufficient to show all
sales and other transactions from which Gross Profit during such calendar year thereof
can be determined.

5) The City shall have the right to cause a complete audit of any one or
more statements of Gross Profit submitted to the City by the Operator at any reasonable
time, and from time to time, within a period of twenty-four (24) months after each
Financial Reports Submission Date. In connection with such audit, the City shall have
the right, at the City’s sole cost and expense (except as hereinafter provided), to examine
the Operator’s books of accounts and records (including all supporting data and any
other records from which Gross Profit may be tested or determined) of Gross Profit
disclosed in any statement given to the City by the Operator; and Lessee shall cause the
Operator to make all such books of accounts and records available for such examination
at the office where the same are regularly maintained. The City shall have the option of
having such audit performed either by its own personnel or by an independent Certified
Public Accountant or firm of accountants. The City shall have the right to copy and
duplicate such information as the City may require. If any such audit discloses that the
actual amount of Gross Profit exceeds the amount reported, then Lessee shall pay the
City all additional Percentage Rent due to the City; and if the excess of Gross Profit so
disclosed shall be more than ten percent (10%) of that originally paid, Lessee shall also
pay, or shall cause the Operator to pay, the cost of such audit and examination. Any
failure to pay such amounts shall constitute a breach of this Lease, entitling the City to all
the rights and remedies provided for hereunder.

6) If any audit shall be commenced by the City, of if there shall arise a difference
or dispute concerning Gross Profit, then and in any such event, the Operator’s books of
accounts (including all supporting data and any other records) shall be retained by the
Operator until such audit has been completed or a final resolution or final determination
of the difference or dispute has been obtained in accordance with Paragraph 29 below.
Any information obtained by the City as a result of such audit shall be treated as
confidential, except in any litigation or proceeding between the parties or pursuant to any
subpoena or judicial process or where otherwise required by law.

F. Effect of Sublease Termination
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Notwithstanding any provision to the contrary which may be contained in this
Lease, if during any Lease Year, an Operator’s sublease of the Leased Premises should be
terminated as the result of the Operator’s default thereunder, and the terminated Operator
does not comply with the provisions of this Paragraph 6, Lessee shall not be in default of its
obligations under this Lease if Lessee is unable to determine the amount of Percentage Rent
in respect of the Gross Profit of the terminated Operator for the Lease Year in which the
termination of the Operator’s sublease occurs, so long as Lessee pays to the City as
Percentage Rent in respect of the Gross Profit of such terminated Operator for the Lease
Year in which the termination of such Operator’s sublease occurs, an amount which is equal
to (1) the amount of the Percentage Rent paid by Lessee to the City in respect of such
terminated Operator’s Gross Profit for the immediately preceding Lease Year, (ii) divided by
twelve (12), and (iii) then multiplied by the number of months (including partial months)
that the terminated Operator was in possession of the Leased Premises during the Lease
Year in which the termination of such Operator’s sublease occurs. Such payment is in
addition to any Percentage Rent which may be payable to the City in respect of the Gross
Profit of a replacement Operator during the balance of such Lease Year. For example, if the
Operator’s sublease is terminated, and such Operator’s possession of the Leased Premises
ends on June 15 of a Lease Year, and the Percentage Rent paid by Lessee in respect of such
Operator’s Gross Profit in the immediately preceding Lease Year was Fifty Thousand
Dollars ($50,000.00), then the amount which Lessee would be obligated to pay to the City
pursuant to the preceding provisions of this Subparagraph F would be Twenty-two Thousand
Nine Hundred Sixteen Dollars and Sixty-seven Cents ($22,916.67), determined as follows:
$50,000.00 + 12 x 5.5 months = $22,916.67. Notwithstanding the foregoing, if Lessee is
able to obtain information from the terminated Operator which shows such Operator’s Gross
Profit as of either the date upon which such Operator’s possession of the Leased Premises
was terminated, or the end of the calendar month preceding such date of termination, then
such information shall be used as the basis for any Percentage Rent payment due to the City
in respect of the Gross Profit of such Operator for the portion of the Lease Year in which
such Operator’s sublease was terminated.

7. BUSINESS OPERATIONS

Lessee agrees that Lessee shall cause the Operator to:

(1)  Continuously and uninterruptedly occupy and use during the entire
Lease term the entire Leased Premises for the uses permitted hereunder during business
hours customary to the Operator’s business and to conduct such business therein in a
reputable manner consistent with first-class new and used motor vehicle sales and leasing
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establishments, and motor vehicle maintenance, repair and body shops of the finest quality
and prestige. Subject to the provisions of Paragraph 38J below (concerning the effects of
force majeure events), if for periods aggregating more than seven (7) consecutive business
days the Operator shall fail to so conduct such business, it shall be a default within the
meaning of Paragraph 27 below, upon the happening of which the City shall be entitled to
any or all of the remedies provided in the Lease in the City’s favor upon the happening of a
default hereunder. No interruption of the Operator’s business by reason of strikes, lockouts,
fire or other damage, any enemy action, civil commotion, inability to obtain labor or
materials at normal prices, or similar causes beyond the Operator’s reasonable control shall
constitute a default within the meaning of Subparagraph A of Paragraph 27. If a dispute
shall arise whether the failure to operate the said business is due to the fault of the Operator,
then such dispute shall be settled by judicial reference in accordance with Paragraph 29
below.

(2)  Adequately staff the Leased Premises with sufficient employees to
handle the reasonably anticipated sales and leasing business therein and the reasonably
anticipated maintenance and repair business, and carry sufficient motor vehicles, parts,
accessories, goods, wares and related merchandise to accomplish the same.

(3)  Maintain displays of motor vehicles and related accessories in the
display windows, if any, in a manner which is consistent with generally accepted practices
for new motor vehicle sales and leasing businesses in the City of Torrance.

(4)  Keep the display windows, if any, and signs well lighted during such
hours and days that the Leased Premises are open for business.

(5)  Keep and maintain the Leased Premises and the Operator’s personal
property therein or thereof and the exterior and interior portion of all buildings, structures
and other improvements in a neat, clean, sanitary and safe condition consistent with the
City’s health and sanitation codes.

(6)  Warehouse, store or stock in the Leased Premises only such motor
vehicles, parts, accessories, goods, wares and merchandise as the Operator intends to offer
for sale or lease from the Leased Premises, or in connection with the automobile
maintenance and repair business at the Leased Premises.

(7)  Apply for, secure, maintain and comply with all licenses or permits
which may be required for the conduct by the Operator of the uses permitted hereunder and
to pay, if, as, and when due, all license and permit fees and charges of a similar nature in
connection therewith.
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(8)  Use for office or other nonselling purpose only such space as is
reasonably requircd for the conduct by the Operator of the uses permitted hercunder in the
Leased Premises, and such office or other nonselling space shall not be used to perform any
functions for any other dealership or business establishment conducted by Lessee or by any
other persons or firms. Service and repair areas which are of sizes which are usual and
customary for the operation of a new motor vehicle dealership shall not be considered space
used for “non-selling purposes.”

(9)  Not conduct any real or fictitious “going out of business’ auction,
distress, fire or bankruptcy or similar sale, but nothing contained herein shall preclude the
conducting of periodic seasonal, promotional or clearance sales.

(10) Pay before delinquency any and all taxes, custom and import duties,
assessments and public charges levied, assessed or imposed upon the Operator’s business or
upon the Operator’s personal property, wherever located.

8. ADDITIONAL RENT

In addition to Basic Rent, all other charges and sums payable by Lessee hereunder,
shall be deemed to be additional rent (“Additional Rent”) hereunder, whether or not the
same be designated as such, and shall be due and payable (if payable to a third party) not
later than the dates on which the same are due and payable, or (if payable to the City) on
demand or together with the next succeeding installment of Basic Rent, whichever shall first
occur, and the City shall have the same rights and remedies upon Lessee’s failure to pay the
same as for the nonpayment of the Basic Rent.

9.  PLACE OF PAYMENT AND LATE PAYMENT

A. Place of Payment

All rent payments required to be paid by Lessec to the City shall be paid,
without deduction or offset, to the office of the Finance Director of the City at 3031
Torrance Boulevard, Torrance, California, 90503, or at such place as the City shall from
time to time designate in writing.

B. Late Payment

The Basic Rent for the first two (2) full calendar months of the term of this
Lease shall be paid on the first date of the second full calendar month following the
Commencement Date. Thereafter, Basic Rent shall be due on the first day of each month
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throughout the term of this Lease. Date of payment shall be defined as the date payment by
check, or at Lessee’s option, by wire transfer deposit, is received by the City. In the event
any Basic Rent or payment is late, Lessee agrees that the following schedule of late charges
shall be applicable to that portion thereof which is overdue:

(1)  Late ten (10) days but under thirty (30) days: Two percent (2%) of the
amount due; plus

(2)  For each additional thirty (30) days or fraction thereof over thirty (30)
days: an additional Two percent (2%) of the amount due for each thirty (30) days or fraction
thereof; provided, however, that interest charges payable hereunder shall in no event exceed
the maximum per annum rate permitted under applicable law. To the extent any such
payment of interest would exceed such maximum rate, such payment shall be deemed to be
an advance against Basic Rent as to which Lessee shall be credited on the next installment(s)
of Basic Rent payable hereunder.

C. No Relief from Default

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 to 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, the City of such late charges shall
be construed as a curing of such default on the part of Lessee.

10. USE

A. New Motor Vehicle Dealership Business

The Leased Premises shall be used solely as an authorized dealership for the
sale or lease of new motor vehicles and other new motor vehicles of comparable value and
for the following other related purposes, but for no other purpose or purposes unless the
prior written consent of the City Council thereto has been obtained, which shall not be
unreasonably withheld or delayed. Such permitted related uses include, without limitation:

(1) The repair and maintenance of motor vehicles (including, but not
limited to, a “body shop” and paint shop);
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(2)  The sale and leasing of used motor vehicles (so long as such sales and
leasing are in conjunction with the sale and leasing of new motor vehicles), and the repair
and maintcnance of such other motor vehicles prior to the sale or lease thereof;

(3)  The sale of parts and accessories for motor vehicles, , vending machine
items and snacks;
(4)  The financing of the sale of said motor vehicles;

(5)  The sale of liability, health and accident, and related insurance policies
for motor vehicles sold from the Leased Premises;

(6)  Short-term automobile rental services solely to customers while their
motor vehicles are being repaired,

(7)  Offices related to the use of the Leased Premises set forth herein;
provided, however, that such use by Lessee and all persons or entities holding under Lessee
shall be subject to any and all laws, ordinances, rules and regulations of any governmental
entity now or hereafter enacted applicable to the use, occupancy or condition of the Leased
Premises, and shall be subject to the other terms and conditions of this Lease; and

(8)  Such other activities as are customarily pursued by new motor vehicle
dealership businesses in the City.

C. Authortzed New Motor Vehicle Dealer

Lessee agrees that throughout the term of this Lease, unless the City shall have
glven its consent in writing to a change thereof, the Operator of the Leased Premises will be
an authorized dealer of one or more new motor vehicle franchises, pursuant to one or more
Dealer Sales and Service Agreements between the Operator and a new vehicle franchisor, as
such agreements may be amended, restated or replaced from time to time (hereinafter
referred to collectively, if applicable, as “Dealer Agreements™ and individually as a “Dealer

Agreement”).

D. Covenant Not to Rezone

The City covenants that during the term of this Lease, it will not rezone the
Leased Premises to prohibit any uses permitted by the provisions of this Paragraph 10.

11. SITE PREPARATION
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A. Risk of Lessee

If Lessee shall construct buildings, structures and other improvements on the
Leased Premises Lessee shall do so at its own risk as to the condition of the soil.

B. Permits

Before commencement of grading, construction or development of any
buildings, structures or other work of improvement upon the Leased Premises, the Lessee
shall at its own expense secure or cause to be secured any and all permits which may be
required by the City or any other governmental agency affected by such construction,
development or work and shall pay all fees and taxes applicable to the development.

12.  CONSTRUCTION

A. Set-Back Area

Lessee shall not construct any building, structure, parking accommodation or
other improvement on any set-back arca(s) required as a condition of any conditional use
permit issued for the Project. Said set-back area(s) shall be landscaped and maintained by
Lessee at its sole expense in accordance with the provisions of Paragraph 19 herein.

B. Covenant to Build

(1) Subject to the conditions hereinafter provided in this Paragraph 12,
Lessee agrees to construct at its own cost and expense certain improvements and remodeling
on the site, as generally set forth on the Itlustrative Plan attached hereto as Exhibit “B.” and
as approved by the City pursuant to Planning Commission Resolution No. 09-016 and
CUP09-00002. The improvements to be so constructed are referred to collectively herein as
the “Project.”

(2)  Said Project construction shall be of all new materials, and shall
conform to the Uniform Building Code.

(3)  Itis expressly understood and agreed that Lessee shall have the right,
but not the obligation, to cause the Operator to perform Lessee’s construction obligations

under this Paragraph 12.

C. Conditions to Construction
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(D) Conditions Precedent. Prior to any Project construction being
commenced on the Leased Premises, and before any building materials have been delivered
to the Leased Premises by Lessee (or the Operator) or under Lessee’s (or the Operator’s)
authority, Lessee shall comply with all the following conditions, or procure the City
Manager’s written waiver of the condition or conditions specified in such waiver:

(a)  Building Permits

Lessee (or the Operator, as the case may be) shall obtain
building permits from the Director of Building and Safety of the City 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; provided that if Lessee (or the Operator)
shall elect to obtain a foundation permit, a grading permit or a steel permit prior to obtaining
a building permit, Lessee (or the Operator) may carry out such work with respect to the
Project as is permitted by such permits prior to obtaining all required building permits.
Lessee agrees that if, in the reasonable opinion of the City Attorney of the City, this Lease,
or any transaction contemplated by this Lease, requires the filing for record, in accordance
with the Torrance Municipal Code and the California Subdivision Map Act, or a subdivision
map with respect to this Lease, then upon request by the City Attorney, Lessee will
cooperate with the City in the processing of any such Map, at no expense to Lessee.

(b)  Plans and Specifications.

Lessee shall (or shall cause the Operator to) prepare and submit
to the Planning Director of City for approval the final plans for the Project (substantially
conforming to the preliminary plans previously approved by the City) one complete set as
approved by all governmental agencies of the City having jurisdiction over the Project. Such
plans and specifications shall be prepared by an architect or engineer licensed to practice in
the State of California, and shall include (to the extent relevant to the Project) but not be
limited to preliminary grading and drainage plans, site, elevation and phasing plans, soil
tests, utilities, sewer service connections, location of ingress and egress to and from public
thoroughfares, curbs, gutters, parkways, street lighting, designs and locations for outdoor
signs, storage areas, and landscaping, all sufficient to enable potential contractors and
subcontractors to make reasonably accurate bid estimates and to enable the City to make an
informed judgment about the design and quality of construction and about any eftect on the
reversionary interest of the City in the Leased Premises. All improvements shall be
constructed within the exterior property lines of the Leased Premises, provided that work
beyond the Leased Premises on utilities and access and other matters required by the City
shall not violate this provision. Concurrently with its delivery of such final plans and
specifications, Lessee shall deliver to the Planning Director the certificate of the person or
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persons who prepared the plans and specifications certifying that Lessee has fully paid for
them or waiving payment, and waiving any right to a lien for preparing them, and permitting
the City to use the plans without payment for purposes relative to and consistent with this
Lease. Changes in the final plans from the preliminary plans (which had been previously
approved by the City) shall be considered to be within the scope of the preliminary plans if
they are not substantial or if they are made to comply with suggestions, requests or
requirements of a governmental agency of the City in connection with the application for
permit or approval, and if they do not depart substantially in size, utility or value from the
minimum requirements of Paragraph 12.B hereof. After such final plans and specifications
have been approved by the City’s Community Development Department Division of
Building and Safety, no changes shall be made thereto without the prior written approval of
the City Community Development Department, which shall not be unreasonably withheld or
delayed.

(¢)  Construction Lender’s Approval of Plans

Lessee shall deliver to the City the written approval of the plans
and specifications by each financial institution that has made a commitment to finance
construction of all or any portion of the Project, if any, unless Lessee’s financing of the
construction is obtained by means of a line of credit or working capital facility provided by
Toyota Motor Credit Corporation or other institutional lender to Lessee.

(d)  Notice of Intent to Construct

Lessee shall notify, or cause the Operator to notify, the City
Manager of Lessee’s or the Operator’s intention to commence construction at least twenty
(20) days before commencement of any work or delivery of any materials. The notice shall
specify the approximate location and nature of the intended improvements. The City shall
have the right to post and maintain on the Leased Premises any notices of non-responsibility
provided for under applicable law, and to inspect the Leased Premises in relation to the
construction at all reasonable times.

D. Completion
(1) Subject to the provisions of Subparagraph 12J, the work of constructing

the remodeling and all other work included within the Project, shall be completed within
thirty (30) months after the Commencement Date.
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(2)  The improvements for the Project shall be deemed to have been
completed when, in accordance with said plans and specifications, they shall have been
completed to the reasonable satisfaction of the City Manager following the execution of the
Architect’s Certificate of Completion and the filing of the Notice of Completion by the
general contractor thereof in accordance with the provisions of Chapter 1 of Title 15 of Part
4 of Division 3 of the California Civil Code. Lessee shall furnish copies of the Architect’s
Certificate of Completion and Notice of Completion to the City Manager.

E. Acoustical Treatment

Lessee agrees that in the design of any building or buildings to be constructed
as part of the Project, Lessee shall (or shall cause the Operator to) provide for acoustical
treatment which will resist the airborne community noise equivalent level contours of 60 Db
CNEL or greater. The contour map will be provided by the City.

F. Liguidated Damages

Subject to the provisions of Subparagraph J (Force Majeure) of this
Paragraph 12, if Lessee or the Operator fails to comply with the foregoing requirements of
Subparagraph D of this Paragraph 12 as to the completion of the construction of the Project,
Lessee shall pay to the City, in addition to the Basic Rent as provided in Paragraph 4 herein,
the sum of Six Thousand Dollars ($6,000) for each month, or a prorated portion of such
amount for any fraction thereof, until such completion has occurred, as liquidated damages
for such failure to complete construction.

The payment by Lessee of said liquidated damages is expressly conditional
upon the City cooperating with Lessee in the construction of the building and other
improvements of the Leased Premises, including, but not limited to, the prompt review and
1ssuance of all permit applications and plans submitted by Lessee or agents of Lessee, or by
the Operator or its agents, cooperating with Lessee’s or the Operator’s contractor and
designer, and 1ssuing building and related permits where appropriate. If the construction of
the Project is delayed due to the City’s breach of its covenants in the preceding sentence,
Lessee shall be relieved of the duty pursuant to this paragraph to pay liquidated damages.
Notwithstanding the foregoing, the City shall not be obligated to grant permits or take any
action with respect to construction of the improvements to be constructed as part of the
Project which would violate any law or regulation of the City or be contrary to, or
inconsistent with, the exercise of the City’s municipal powers and authority.

Lessee agrees and stipulates that it would be extremely difficult to fix the
actual damages of the City that would result from Lessee’s or the Operator’s failure to
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timely comply with Subparagraph D of this Paragraph 12, and that, accordingly, the
agreement of Lessee 1o pay the amounts specified above as liquidated damages in lieu
thereof is reasonable under the circumstances existing as of the date hereof.

G. Title to Immprovements

All buildings, structures or other improvements located on the Leased

- Premises on the Commencement Date, and any buildings, structures or other improvements
which shall be constructed on the Leased Premises during the term of this Lease, shall be the
property of Lessee for the term of this Lease, subject to the terms and conditions hereof, and
shall become the property of the City upon the expiration or sooner termination of this
Lease. Lessee shall be responsible for all maintenance of all buildings and improvements
located on the Leased Premises in accordance with the provisions of this Lease.

H. Further Acts - Utilities

(I)  The City covenants and agrees that, upon written request of Lessee, the City
will execute such instruments as may be reasonably necessary to subject City’s fee interest in
the Leased Premises to easements for the installation, maintenance, repair and replacement
of normal utilities to service the Leased Premises as may be reasonably required in
connection with the Project; provided, however, that all costs incurred in connection with
the granting of such easements shall be borne by Lessee and the City shall incur no out-of-
pocket costs, liabilities, obligations or expenses as a result of the granting of such easements
for the installation, maintenance, repair or replacement of such utilities during the term of
this Lease.

(2)  Lessee shall have a period of one hundred and twenty (120) days following the
Commencement Date to obtain a bond (“Utility Project Bond”) for undergrounding of the
utilities on the Premises and adjacent areas (“City Utility Project™) in an amount not to
exceed Three Hundred Twenty Thousand Dollars ($320,000). Upon the City’s
commencement of the City Utility Project, and upon not less than ninety (90) days prior
notice to lessee, the City may call the Utility Project Bond due and payable.

1. No Subdivision

Neither the Leased Premises nor l.essee’s leasehold interest therein shall be
subdivided, including, without limitation, the recording of any tentative or final subdivision
or Leased Premises map without the prior written consent of the City Council.

J. Force Majeure

22



29

The time within which Lessee (or the Operator) is obligated hereunder to
construct, repair or rebuild any building or other improvements constituting the Project 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 in such performance
caused by strikes, threats of strikes, lockouts, war, threats of war, insurrection, invasion,
nuclear attack, acts of God, calamities, violent action of the elements or extended periods of
inclement weather, fire, action or regulation of any governmental agency, law or ordinance,
impossibility of obtaining materials, or other things beyond the reasonable control of Lessee;
provided that Lessee gives the City written notice of such delay less than forty-eight (48)
hours following the commencement thereof. Notwithstanding anything to the contrary set
forth in this Lease, this subparagraph shall not apply to any delay resulting from Lessee’s (or
the Operator’s) changes to the preliminary plans and specifications for the Project after their
submission to the City Manager. For the purpose of this Lease, “extended periods of
inclement weather” shall mean the aggregate number of days justified by “Excessive Rain
Days” (as hereafter defined) and “Excessive Wind Days” (as hereafter defined). “Excessive
Rain Days” shall mean the aggregate number of work days during which more than one-half
(.5) inch of rain is recorded at the Torrance Municipal Airport (each such work day being a
“Rain Day” for purposes of this Subparagraph J) in excess of ten (10) Rain Days, which
shall be considered the normal number of Rain Days anticipated for the Construction Period.
“Excessive Wind Days” shall mean the aggregatc number of work days on which wind
conditions prevent construction work on the Project at the Leased Premises for more than
four (4) hours in any work day (each such work day being a “Wind Day” for purposes of this
Subparagraph J). In order to claim “extended periods of inclement weather,” within forty-
eight (48) hours following a work day which Lessee (or the Operator) claims to be a Rain
Day or a Wind Day, Lessee (or the Operator) shall have provided the City written notice of
such Rain Day or Wind Day.

K. FAA Filing

Prior to the commencement of construction, if required, Lessee shall file Form
7460-1 and receive approval thereof from the Federal Aviation Administration (“FAA™). As
long as Lessee timely applies for any FAA approvals, the construction completion deadline
set forth in Subparagraph 12D, will be extended by any period of delay by the FAA in
issuing the requested approvals. The City covenants that it will use good faith efforts to
obtain the consent of the FAA to the construction of the Project, if such consent is required.

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

M. Applicable Laws

The Leased Premises are now “Zone C-3.” Any buildings, structures or other
improvements constructed or placed thereon shall be constructed or placed in accordance
with the laws and regulations of the state and City applicable to industrial development in
Zone C-3.

13. [No section with this number.]

14.  LIENS

A. Payment by Lessee

(1) Subject to Lessee’s right to contest the same as hereinafter provided in
Subparagraph D of this Paragraph 14, Lessee agrees that it will (or will cause the Operator
to) pay as soon as due all mechanics’, laborers’, materialmen’s, contractors’, subcontractors’
or similar charges, and all other charges of whatever nature which may become due,
attached to or payable on said Leased Premises or any part thereof or any building, structure
or other improvements thereon, from and after the Commencement Date.

(2)  Nothing herein contained shall in any respect make Lessee (or the
Operator) the agent of the City, or authorize Lessce (or the Operator) 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.

B. Notice

Before any buildings, structures or other improvements, repairs or additions
thereto, of an aggregatc cost, in each case of proposed construction or reconstruction, which
is In excess of Twenty-Five Thousand Dollars ($25,000) are constructed or reconstructed
upon the Leased Premises, Lessee shall (or shall cause the Operator to) serve written notice
upon the City, in the manner provided for in Paragraph 33 herein, at least twenty (20) days
prior to commencement, of Lessee’s (or the Operator’s) intention to perform such work for
the purpose of enabling the City to post and record notices of non-responsibility under the
provisions of Section 3094 of the California Civil Code, or any other similar notices which
may be required by law.
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C. Bond

If any such mechanics’ or other liens shall at any time be filed against the
Leased Premises or any portion thereof or interest therein, Lessee shall (or shall cause the
Operator to) commence the necessary action within thirty (30) days to cause the same to be
discharged of record, or Lessee (or the Operator) shall promptly furnish to the City a bond in
an amount and issued by a surety company satisfactory to the City, securing the City against
payment of such lien and against any and all loss or damage whatsoever in any way arising
from the failure of Lessee (or the Operator) to discharge such lien.

D. Contest

Lessee (or the Operator) shall have the right, but not the obligation, to contest
the validity of amount of any such mechanic or other liens or claims of lien. Any contest by
Lessee (or the Operator) of any such liens shall be made by Lessee (or the Operator) in good
faith and with due diligence and Lessee (or the Operator) shall fully pay and immediately
discharge the amount of any final judgment rendered against the City or Lessee (or the
Operator) in any litigation involving the enforcement of such liens or the validity thereof.

E. Discharge by City

In the event of Lessee’s failure to commence to discharge of record any such
uncontested lien (or to cause the Operator to commence to so discharge such lien) within
said thirty (30) day period or to pay and satisfy any such judgment as aforesaid, the City
may, but shall not be obligated to, pay the amount thereof, inclusive of any interest thereon
and any costs assessed against Lessee in said litigation, or may discharge such lien by
contesting its validity or by another lawful means. '

F. Repayment by [essee

Any amount paid by the City for any of the aforesaid purposes, and all
reasonable legal and other expenses of the City, including reasonable counsel fees, in
defending any such action or in connection with procuring the discharge of such lien, with
all necessary disbursements in connection therewith, together with interest thereon at the rate
of one and one-half percent (1-1/2%) per month from the date of payment, shall be repaid by
Lessee to the City on demand; provided that, interest payable hereunder shall in no event
exceed the maximum per annum rate permitted under applicable law. To the extent any such
payment of interest hereunder would exceed such maximum rate, such payment shall be
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deemed to be an advance against Basic Rent as to which Lessee shall be credited on the next
installment of Basic Rent payable hereunder.

15, TAXES. ASSESSMENTS AND UTILITY CHARGES

A. Net Lease.

It is the intention of City and Lessce that, except as otherwise provided in this
Lease, 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

During the term of this Lease, Lessee shall pay (or shall cause the Operator to
pay), prior to delinquency, all taxes which shall be levied against the Leased Premises,
Lessee’s interest therein or Lessee’s property thereon including but not limited to any real
cstate or possessory interest taxes assessed against the Leased Premises, or against any
improvements erccted or constructed by the Lessee on said Leased Premises, or which
become a lien against said Leased Premises or its interest therein or its property thereon or
against any Improvements erected or constructed by the Lessee on said Leased Premises
during the term of this Lease. Lessee, upon written request, shall provide proof of its
payment of such taxes. If the term of this Lease commences or ends on a date other than the
first day of a tax year, the taxes shall be prorated for the year in which the term commenced
or ended, as the case may be.

C. Payment of Assessments

During the term of this Lease, Lessee shall pay (or shall cause the Operator to
pay) before delinquent any assessments against the Leased Premises or against any
1mprovements erected or constructed by the Lessee on the Leased Premises 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 15C shall
be limited to those assessments which are payable during the term of this Lease and any
extension thereof.

D. Ad Valorem Taxes
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If, during the term, federal or state taxes shall be imposed, assessed or levied
on the fee interest of the City in the Leased Premises, or on or with respect to any real or
personal property constituting a portion of the fee interest of the City in the Leased
Premises, or on the rents derived by the 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 the City’s income, Lessee shall pay (or shall cause the Operator to pay) all
such taxes, assessments, levies or charges imposed upon the City within thirty (30) days of
demand therefore by the City, along with the City’s calculations for such tax.

E. Utilities

Lessee shall pay (or shall cause the Operator to pay), 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 Basic Rent as described in Paragraph 4 above and Percentage
Rent as described in Paragraph 6 above, all taxes, charges, and sums payable by Lessee
hereunder are acknowledged and agreed by Lessee to constitute Additional Rent under this
Lease, whether or not such charges and sums be designated as such. The 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 Basic Rent or Percentage Rent.

G. Contests

Lessee (or the Operator) shall have the right, at Lessee’s (or the Operator’s) sole
cost and expense, but not the obligation, to contest the amount or legality of any taxes,
assessments, utility charges or any othcer item of Additional Rent which Lessee is obligated
to pay pursuant to this Lease, and to make application for the reduction thereof, or of any
assessments or valuations upon which the same may be based, provided that Lessee (or the
Operator) first posts a bond with the City in an amount equal to the amount of such taxes,
assessments or charges contested with interest and penalties, or by paying the amounts
contested under protest and seeking the refund thereof. Lessee agrees that it will prosecute
(or cause the Operator to prosecute) any such contest or application with due diligence and
will within thirty (30) days after an adverse final determination thereof, pay the amount of
any such taxes, assessments or charges which may have been the subject of such contest or
application as so determined, together with any interest, penalties, costs and charges which
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may be payable in connection therewith. Any refund or return of any taxes, assessments,
utility charges or other item of Additional Rent paid by or on behalf of Lessee shall be the
sole property of Lessee, and if such refund or return is paid to the City, as the owner of the
Leased Premises, the City shall promptly deliver the amount thereof to Lessee.

16.  OFF-STREET PARKING: AIRPORT DRIVE

A. Lessee must comply with the off-street parking requirements of all ordinances
of the City and laws of the State, and shall use its best efforts to cause its employees, agents,
licensees, and subtenants (including, without limitation, the Operator) to comply with the
same.

B. Neither Lessee nor any of Lessee’s employees, agents, licensees, or subtenants
(including, without limitation, the Operator) can use Airport Drive as a test track or for
testing, repairing or maintaining motor vehicles; and Lessee must cause its employees,
agents, licensees, and subtenants to comply with all motor vehicle transportation laws while
such persons drive along Airport Drive in motor vehicles which are the subject of sale or
lease or repair at, from or on the Leased Premises.

17. SIGNS

Lessee agrees that all signs or advertising material to be erected or maintained on or
upon said Leased Premises or on or upon any buildings, structures or other improvements
thereon, shall comply with all State laws and City ordinances.

18.  ALTERATIONS AND ADDITIONAL IMPROVEMENTS

A. Construction Approval

Except as provided in Subparagraph B of Paragraph 12 herein, Lessee shall
not construct any building or structure on the Leased Premises unless the plan showing the
location thereof and construction plans and specifications are first approved by the Director
of Building and Safety and the City Manager, and the giving of such approval shall not be
unreasonably withheld or delayed and shall not be a waiver of any rights to object to further
or future construction.

B. Alteration Approval

Lessee shall not make any exterior changes or alterations, structural or
otherwise, to any building or structure on the Leased Premises unless the consent of the City
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Manager or his designee is first obtained, nor shall Lessee make any interior changes or
alterations to any such building or structure if the cost thereof would be in excess of One
Hundred and Fifty Thousand Dollars ($150,000) in any single calendar year. Such consent
shall not be unrcasonably withheld or delayed, and the giving of such consent shall not be a
waiver of any rights to object to further or future alterations. Painting and similar activities
with respect to existing buildings and structures shall not be deemed to constitute a change
or alteration for purposes of this Subparagraph B.

C. Provisions Governing

Following the completion of the improvements required by Paragraph 12B
above, in the event that (and in ecach case that) Lessee shall construct any additional or
replacement buildings, structures or other improvements (including alterations or additions
to the existing buildings) on the Leased Premises, Lessee shall construct such improvements
and each of them in accordance with the provisions of this Lease governing construction by
Lessee; provided, however, that:

(1)  The completion date set forth in Subparagraph D of Paragraph 12 shall
not apply to such construction (it being understood that a new completion date for such
improvements shall bc agreed on by the parties as a condition of the City’s consent thercto);
and

(2)  The provisions of Subparagraphs B and F of Paragraph 12 shall not
apply to such construction.

(3)  Except as set forth above in subsection (1)above, the provisions of
Paragraph 12 shall apply to such construction.

D. Demolition

If any building or structure is demolished during the term of this Lease, Lessee
shall erect a new building or structure containing an area adequate for the conduct of the
business operations contemplated by Paragraph 10A above, within twelve (12) months
following such demolition in substitution therefore in accordance with the provisions of
Subparagraph C of this Paragraph 18, but subject to the provisions of Paragraph 12J. Failure
of Lessee to comply with the provisions of this Subparagraph D shall constitute an “Event of
Default” (as hereinafter defined).

E. Value and Utility
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All changes and alterations shall be of such a character that when completed,
the value and utility of the building, structure or other mmprovement changed or altered by
such changes or alterations shall not be less than the value and utility thereof immediatcly
before any such change or alteration.

F. Alterations Following Commencement

All 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.

19.  MAINTENANCE

A. Lessee to Maintain

Lessee, at its own expense, shall maintain (or shall cause the Operator to
maintain) the Leased Premises in their entirety and all buildings, structures, roadways,
landscaping, parking, sewer and other improvements thereon, and shall keep the same in
good and sanitary condition and repair, all without cost or expense to the City.

B. Perodic - Structures

As often as necessary to properly maintain the appearance and at least once
each five (5) years during the term of this Lease, Lessee (or the Operator) shall, at its own
expense, paint or clean or otherwise preserve and beautify the surfaces of the interior and
exterior of all buildings, structures, structural members and other improvements on said
Leased Premises. The treatment applied shall restore the appearance of and act as a
preservative of the building, structures, structural members and other improvements.

C. Periodic - Pavement

Lessee (or the Operator), at its own expense, shall at least once each five (5)
years during the term of this Lease repair or replace any area of pavement or slabs on the
Leased Premises as have spalled, weathered, alligatored, or otherwise failed, with like
materials and workmanship, and shall as often as necessary promptly repair or replace any
damaged areas thereof.

D. Landscaping: Irrigation
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Lessee (or the Operator), at its own expense, shall landscape with flora,
including trees, in an attractive manner and thereafter maintain said landscaping on the
Leased Premises and shall construct and maintain a permanent irrigation system and perform
such other related landscaping and maintenance as may be required by any conditional use
permit associated with the Project.

20.  SURRENDER

A. Structures

At the expiration of the term of this Lease, or upon the sooner termination
thereof, this Lease shall terminate without further notice and Lessee shall surrender said
Leased Premises to the City and all buildings, structures and other improvements thereof,
including but not by way of limitation, any alterations, additions or improvements, all of
which 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.

B. Removal
No buildings, structures or other similar 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 whose consent shall not be

unreasonably withheld or delayed.

C. Movable Structures

Machines, trade fixtures and similar installations which are installed in any
building, structure or other improvement on the Leased Premises shall not be deemed to be
part of the realty even though such installations are attached to the floors, walls or roof of
any building or structure or to outside pavements, so long as such installation can be
removed without structural damage to any building, structure or other improvement on the
Leased Premises; provided, however, that if the removal of any such installation causes non-
structural damage to any part of the building, structure, other improvement, pavements or
Leased Premises, Lessee shall repair such damage and restore said building, structure, other
improvement, pavements or Leased Premises 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 or apertures, or unpainted or otherwise unfinished walls shall
be left by Lessee in any building, structure or other improvement at the expiration of the
term of this Lease.
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D. Personal Property

Any and all personal property of every kind and nature whatsoever, not
attached to or installed in any building, structure or other improvement which Lessee or its
sublessee places 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.

E. Lighting, Etc.

Notwithstanding anything to the contrary contained in Subparagraphs C and D
of this Paragraph 20, any and all lighting, plumbing, air cooling, air conditioning, 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
building, structure or improvement in which it is installed, it shall not be removed from such
building, structure or other improvement except for repairs, alterations and replacement with
newer equipment, without the consent of the City Council of the City, and all such
equipment shall remain as a part of the realty at the expiration of the term of this Lease.

21. AIRPORT PROVISIONS

A. FAA Provisions

Lessee acknowledges its acceptance of and its agreement to comply with all
appropriate FAA provisions associated with this project.

B. Interference with Avigation

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 the mean sea level approved by

the FAA for height on this project.

(2) It will not use said Leased Premises or permit said Leased Premises to
be used in any manner which might interfere with the landing or taking off of aircraft from
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the airport, or which otherwise constitutes an air navigation obstruction, or which creates an
interference; and

(3) It will not light or operate, or cause 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 Airport.

C. Avigation Easements

(1)  The City reserves the following easements from the leasehold estate
created hereby:

(a)  The right to take any action necessary to prevent the erection or
growth of any building, structure, tree or other object into the air space above the elevations
above mean sea level for height as approved for this project, and to remove from such air
space, or mark and light as obstructions to air navigation, any and all buildings, structures,
trees or other objects that may at any time project or extend above the elevation approved for
this project, together with the right of ingress to, egress from, and passage over the said
Leased Premises for such purposes;

(b)  The right to enter onto the said Leased Premises for the purpose
of causing the abatement of any interference with the landing and taking off of aircraft from
said airport; and

(c)  Aright of flight for the passage of aircraft in the air space above
the surface of the said Leased Premises, together with the right to cause in said air space
such noise as may be inherent in the opcration 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 said airport, provided that if the resultant noise levels exceed those
provided for in Paragraph 12 hereof, Lessee shall not be required to modify said building or
buildings to accommodate the changed levels.

(2)  “Aircraft,” as used in this Paragraph 21, includes aircraft now or
hereafter developed which utilize the airport or such air space whether similar or dissimilar
to existing aircraft.

(3)  “Interference,” as used in this Paragraph 21, includes without limitation
any interference with radar, any electrical or other interference with radio or other
communication between airport and aircraft, or any use or activity which makes it difficult
for pilots to distinguish between airport and other lights, creates glare or otherwise impairs
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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.

(4)  In the event that the City exercises any of its rights pursuant to the
above provisions of this Paragraph 21, the City shall not be liable to the Lessee for any
damage suffered as a result thereof. Lessee shall reimburse the City for all reasonable and
necessary expenses incurred by the City in the exercise of its rights pursuant to the
provisions of Subparagraphs C(1)(a) and (b) of this Paragraph 21.

22.  LIABILITY

Lessee agrees that its taking possession of the Leased Premises shall be an acceptance
of the safety and condition thereof, and Lessee agrees to hold the City free and harmless
from any and all liability and claim for damages by reason of any injury to any person or
persons, including but not limited to Lessee, or property of any kind whatsoever and to
whomsoever belonging, including but not limited to Lessee’s, from any cause or causes
whatsoever while in, upon or in any way connected with the said Leased Premises and any
buildings constructed thereon during the term of this Lease, or any renewal or extension
thereof, or any occupancy thereunder, except that resulting from the sole active negligence
or willful misconduct of the City, its agents or employees, or from incidents occurring prior
to this Lease.

23.  INSURANCE

A. Liability

(1)  Lessee shall, at its sole cost and expense, obtain and maintain during
the term of this Lease, Comprehensive General Liability Insurance, including Blanket
Contractual Liability coverage, with limits of not less than Two Million Dollars
($2,000,000) Combined Single Limit for Personal Injury and Property Damage;
Comprehensive Automobile Liability Insurance covering all owned, non-owned and hired
vehicles with limits of not less than One Million Dollars ($1,000,000) Combined Single
Limit for Personal Injury and Property Damage; and Statutory Workers’ Compensation and
Employers’ Liability coverage with limits of not less than Two Hundred Fifty Thousand
Dollars ($250,000). Lessee shall insure fixturcs and contents against loss by fire and causes
covered by standard extended coverage. Lessee shall deliver to the City, upon request, a
certificate evidencing such coverages. Lessee shall endeavor to provide the City with thirty
(30) days’ prior written notice of cancellation. Lessee may self-insure any, or all, of the
insurance requirements herein.
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B. Property Damage

(1)  Lessee agrees that at all times during the term of this Lease and any
renewal or extension thereof, it will maintain in full force and effect at Lessee’s expense an
insurance policy which will inure to the benefit of and indemnify the Lessee and the City
from loss occurring to buildings, structures, fixtures and other improvements (excluding
grading and fill but including foundations) on the Leased Premises by reason of fire,
extended coverage perils, and “all-risk” perils, including but not by way of limitation
earthquake (if available at commercially reasonable rates), flood (but only if the Premises
are located in a recognized flood zone), demolition, and increased cost of construction and
contingent liability arising out of the operation of the building codes; provided, however,
earthquake coverage will not be required to be obtained on the 2909 Premises until
completion of the Project. During the period from the date of this Lease until the
completion of construction contemplated under Paragraph 12 herein, and thereafter during
any subsequent period of construction as contemplated under Paragraph 18 herein, such
msurance shall include builder’s risk insurance in so-called non-reporting form covering the
total cost of work performed and equipment, supplies and materials furnished.

(2)  The amount of such insurance shall be at least one hundred percent
(100%) of the full replacement cost of the buildings, structures, fixtures or such other
improvements located on the Leased Premises with an agreed amount endorsement. The
City shall be named as a loss payee on said policy. The proceeds of said policy shall be paid
to Lessee in furtherance of Lessee’s repair and restoration of the Leased Premises pursuant
to this Lease.

(3)  Lessee may self-insure any or all of the insurance coverages described
i Subparagraph B.

C. Camrier Rating and Cancellation

All policies enumerated in this Paragraph 23 shall be issued by an insurer
admitted to do business in California, which qualifies as a member of the California
Insurance Guaranty Fund, and which is rated in Best’s Insurance Guide with a financial
rating of A:V or better, or as may be accepted in writing by the City Manager. Said policies
shall provide that the insurance coverage shall not be canceled or reduced by the insurance
carrier without the City having been given thirty (30) days prior written notice thereof by
such carrier. Lessee agrees that it will not cancel or reduce said insurance coverage and will
replace any insurance canceled, reduced or nonrenewed by the insurance company during
the term of this Lease.
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D. Certificate of Insurance

At all times during the term of this Lease, and prior to taking possession of
said Leased Premises, Lessee shall maintain on file with the City Clerk of the City an
oniginal Certificate of Insurance evidencing the existence and terms of each insurance policy
required herein and all amendments thereto. Notwithstanding any other provisions to the
contrary contained in this Lease, Lessee shall not have the right to take possession of said
Leased Premises until such certificates are filed with the City Clerk.

E. Failure to Provide

Lessee agrees that if it does not keep the aforesaid insurance in full force and
effect, the City may obtain the necessary insurance and pay the premium thereon, and the
repayment thereof shall be deemed to be Additional Rent and payable as such on the next
day after notice of the payment by the City for the said insurance policy upon which Basic
Rent becomes due hereunder.

F. Lessee’s Insurance Primary

The insurance provided in the policies of insurance required hereunder to be
maintained by Lessee shall be primary and noncontributing with any insurance that may be
carried by the City.

G. Subrogation

Lessee agrees to waive its right of subrogation against the City.

H. Cross Liability Endorsement

It 1s agreed that claims for personal injury or property damage made by an
msured hereunder against another insured hereunder shall be covered in the same manner as
if separate policies had been issued to each insured. Nothing contained herein shall operate
to increase the insurance company’s limit of liability as provided under such policy.

I. Operator Insurance Coverage

Lessee may satisfy its obligations under this Paragraph 23 by causing the
Operator to obtain and maintain the insurance coverages required by this Paragraph 23.

24.  CASUALTY: INSURANCE PROCEEDS
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A. Statement of Costs

In the event of the partial or total destruction of any of the buildings, structures
or other improvements on the Leased Premises where the cost of repair or replacement
exceeds Ten Thousand Dollars ($10,000), as established jointly by Lessee and the Director
of Building and Safety of the City, Lessee shall promptly furnish the City with:

(1) A statement of the original cost of the damaged structures; and

(2)  Anitemized statement setting forth the estimated cost of reconstruction
thereof or repairs thereto, prepared by a California licensed architect or engineer.

B. Duty to Repair - Where Insurance

(1)  Inthe event of the partial or total destruction of any of the buildings,
structures or other improvements on the Leased Premises by any cause which is by the terms
of this Lease required to be insured against (including any partial destruction where the cost
of repair is less than Ten Thousand Dollars ($10,000)), Lessee shall repair or rebuild the
affected buildings, structures or other improvements to the condition existing prior to the
occurrence of such destruction or damage, and shall do so even though the proceeds of the
msurance policies covering the loss shall be insufficient to reimburse Lessee therefor;
provided, however, that if such proceeds of insurance are more than sufficient to pay the
cost of any such rebuilding, Lessee shall be entitled to receive any surplus.

(2)  Any insurance proceeds exceeding One Hundred Thousand Dollars
(5100,000) shall be payable to an insurance trustee, acceptable to both partics, who shall
disburse the funds for construction purposes as construction progresses and with such
safeguards as said trustee may deem to be desirable to assure that workmen and materialmen
are paid and that no mechanics liens may be recorded. If any Leasehold Mortgagee, as
defined in Paragraph 26 of this Lease, agrees to disburse such proceeds for restoration as
aforesaid, such Leasehold Mortgagee shall be acceptable to the City as the insurance trustee
for purposes of this provision.

C. Duty to Repair - Where no Insurance

(1) In the event of the partial or total destruction of any of the buildings,
structures or other improvements on the Leased Premises by any cause which is by the terms
of this Lease not required to be insured against, then:
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(a)  If'the cost to repair or restore such building, structure or other
improvement is reasonably estimated to be less than fifty percent (50%) of the value of all
improvements on the Leased Premises immediately prior to such damage or destruction, then
Lessee shall proceed to repair and replace the same at its own expense; or

(b)  If the cost to restore or repair such damage or destruction is
reasonably estimated to exceed fifty percent (50%) of the replacement value of all such
improvements immediately prior to such damage or destruction, then, if the inability to
utilize such damaged building, structure or other improvement would have a material
adverse effect on the operation of Lessee’s business on the Leased Premises, Lessee may
elect to demolish same, restore the Leased Premises to a neat and clean condition to the
reasonable satisfaction of the City and terminate this Lease by notifying the City in writing
of its intent to do so within thirty (30) days of the event causing such damage or destruction.

(2)  If Lessee shall elect to cancel this Lease as provided for above, it shall
have no further obligation for rental or other payments hereunder, nor any rights under this
Lease, from and after the date that such demolition and restoration are completed.

D. Repair Work

Any reconstruction and repair work provided to be performed by Lessee
hereunder shall be commenced and continued to completion promptly and diligently. Such
reconstruction and repair work shall be performed, insofar as reasonably possible, in
compliance with and pursuant to the original plans and specifications and in compliance
with the provisions of Paragraph 12 herein. The City may require a payment bond from
Lessee to assure the removal or bonding of any liens.

E. Rent

In the event of destruction or damage, whether total or partial, to the buildings,
structures, or other improvements on the Leased Premises, the rent provided for hereunder
shall not be abated by reason of the occurrence of any such destruction or damage as long as
the term of this Lease continues and remains in existence and is not canceled in accordance
with Subparagraph C of this Paragraph 24.

25. ASSIGNMENT AND SUBLETTING

A. Consent of City Required

(1)  Except as provided in this Paragraph 25, Lessee shall not, either voluntarily or
by operation of law, sell, assign, or otherwise transfer this Lease (including by gift or will),
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or sublet the Leased Premises, or any part thereof, or permit the Leased Premises or any part
thereof to be occupied by anyone other than Lessee or Lessee’s employees, agents,
contractors, patrons and business invitees, without the prior written consent of the City in
each instance, which consent shall not be unreasonably withheld or delayed but shall,
however, be subject to various terms and conditions set forth herein; provided however, that
without the having to obtain consent from the City, Lessee may, assign or sublet this Lease
and the leasehold premises or any portion thereof to a Permitted Assignee (as defined in
Paragraph J of this Section 25). Hypothecation of this Lease may only be made in
accordance with the provisions of Paragraph 26 hereof; any other proposed hypothecation
shall require the prior written consent of the City, whose consent may be granted or withheld
i its sole and absolute discretion. Any sale, assignment, transfer or subletting not in
compliance with the provisions of this Paragraph 25 shall be null and void and of no force or
effect, and shall constitute a material default under this Lease.

(2)  Inthe event Lessee subleases the Leased Premises pursuant to the
requirements of this Lease, the City will execute a commercially reasonable recognition and
Attornment agreement in favor of sublessee which provides that in the event this Lease is
terminated, the City shall recognize the sublease between such sublessee and Lessee and not
disturb such sublessee’s possession of the Leased Premises or applicable portion thereof,
due to such termination; provided that (i) the City shall not be bound by any tcrms and
conditions of this Lease; (ii) such recognition shall be effective upon, and the City shall be
responsible for performance of only those covenants and obligations of Lessee pursuant to
the Sublease accruing after the termination of this Lease; and (iii) the sublessee shall make
full and complete Attornment to the City, as lessor, pursuant to a written agreement executed
by Lessor and the sublessee, so as to establish direct privity of contract between the City and
the sublessee with the same force and effect as though the sublease were originally made
directly between the City and the sublessee.

B. Transfer of Ownership Interest in Lessee

If Lessee is a corporation, limited liability company, unincorporated
association or partnership, any sale, assignment, transfer or hypothecation of any stock or
other ownership interest in such corporation, limited liability company, unincorporated
association or partnership which would, or upon foreclosure by any secured party could,
result in a change in control of Lessee shall be deemed an assignment within the meaning
and provisions of this Paragraph 25. A “Change in Control” shall mean the change in
ownership of at least fifty-one percent (51%) of the issued and outstanding voting ownership
interests of Lessee, either in one transaction or in a series of transactions. The provisions of
this Subparagraph B shall not be applicable to any Sublessee of the Leased Premises.
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C. Grounds for Refusal

The City’s refusal to consent to any assignment, subletting or other proposed
assignment, subletting or other transfer shall be considered reasonable if the proposed
assignee, sublessee or transferee:

(1)  Is notreasonably satisfactory to the City as to credit; or

(2)  Intends to occupy the Leased Premises for purposes other than those
specified in this Lease;

Provided, however, Lessee acknowledges and agrees that the City may have other
reasonable grounds for withholding such consent including, without limitation, any proposed
transferee’s failure to agree to, or noncompliance with, the other terms and provisions
hereof.

D. Effect of Consent

In no event shall the City’s consent to an assignment or subletting relieve
Lessee from the obligation to obtain the City’s express written consent to any further
assignment or subletting or release Lessee from any liability or obligation hereunder whether
or not then accrued, and Lessee shall continue to be fully, jointly and severally liable
hereunder.

E. Conditions of Consent

As further conditions to the City’s consent to any subleasing, assignment or
other transfer of part or all of the Leased Premises, or any part thereof:

(1)  Each sublease shall provide that in the event the City gives any
sublessee of a part or all of the L.eased Premises notice that Lessee is in default under this
Lease, such sublessee shall thereafter make all rental or other payments directly to the City,
which payments will be received by the City without any obligation to honor the sublease or
otherwise (except to credit such payments against sums due under the Lease);

(2)  Any sublessee of part or all of the Leased Premises shall agree to attorn
to the City, or its successors and assigns, at the City’s request upon termination of this Lease
for any reason, provided that in no event shall the City or its successors be obligated to
accept such attornment;
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(3)  Any assignment, sublease or other transfer shall be effected on forms
approved by the City (which approval shall not be unreasonably withheld or delayed); and

(4)  Lessee shall not then be in default under this Lease in any respect.
Lessee hereby agrees and acknowledges that the above conditions to the City’s consent to
any proposed sublease, assignment or other transfer by Lessee are an articulation of the
standard of reasonableness applicable to such consent, and the City’s imposition of such
conditions shall under no circumstances impair or limit the City’s rights and remedies under
California Civil Code Section 1951.4 or any related, successor or similar provision of law.

F. Notice of Transfer

(1)  Notwithstanding anything to the contrary herein contained, in the event
that an involuntary transfer occurs in which (i) Lessee makes a bona fide offer to assign,
sublease or otherwise transfer all or any part of its rights, title or interest in this Lease and in
the leasehold estate created hereby which a transferee proposes to accept, (ii) a transferee
makes a bona fide offer to Lessee which Lessee proposes to accept, or (iii) such assignment,
sublease or other transfer to a third party is going to occur involuntarily by operation of law
or otherwise by a circumstance beyond the control of Lessee, Lessee shall give the City
Manager prompt notice thereof, together with a copy of the proposed contract, or in the case
of an involuntary conveyance, the relevant instruments of transfer.

(2)  Inthe case of such an involuntary assignment or sublease (other than a
sublease to an authorized new motor vehicle dealer or other permitted transfer hereunder) or
other transfer, the City shall have the right within thirty (30) days after receipt of such notice
and a copy of the proposed contract or other instrument effectuating such transfer (or such
shorter time as is required by such instruments) to purchase Lessee’s right, title and interest
being so transferred, at the same price and on the same terms and conditions as set forth in
such contract or other instrument, or if such transfer is being made without consideration
being given therefore, the City shall have the right to make such purchase by paying the fair
market value of the Lessee’s right, title and interest being transferred. If the parties are
unable to agree on such fair market value, the same shall be determined by appraisal in the
manner set forth in Paragraph 5 herein for determining the Fair Market Rent for the Leased
Premises.

(3)  Inthe case of any such proposed transfer, such purchase by the City

shall be subject to the then existing encumbrances which are not paid off or accelerated as a
result of such transfer.
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(4)  If the City shall not so elect to purchase the Lessee’s interest, Lessee
shall make application to the City for its approval of such assignment, sublease or other
transfer as provided in Subparagraph A above.

(5)  The provisions of this Subparagraph F shall not be applicable, either in
whole or in part, to any proposed subletting of the Leased Premises to any corporation,
limited liability company or other entity which is wholly-owned, either directly or indirectly
through one or more intermediaries, by a new motor vehicle franchisor; provided, however,
that the issuance by such corporation, limited liability company or other entity of any
ownership interest therein to any person or entity which is not a new motor vehicle
franchisor, or any entity which is directly or indirectly wholly-owned by a new motor vehicle
franchisor , shall require the prior written consent of the City, which shall not be
unreasonably withheld or delayed.

(6)  Any proposed subletting of the Leased Premises to a person or entity
which has been approved by a new motor vehicle franchisor to operate an authorized new
motor vehicle dealership at the Leased Premises, which is not subject to Subparagraph F(5)
above, shall be subject to the prior consent requirements of this Subparagraph (I¥), but shall
not entitle the City to exercise any right to purchase Lessee’s or any other person or entity’s
right, title or interest under this Lease or in the Leased Premises, whether pursuant to
Subparagraph F(2) above or otherwise.

(7)  This Paragraph 25 Subparagraph F shall only be applicable in the event
of an involuntary transfer by Lessee, including the filing of Bankruptcy by Lessee.

G. Voidability

Any sale, assignment, sublease or transfer which has been made in violation of
or which is not in full compliance with the provisions of this Paragraph 25 shall be null and
void and of no force or effect, and shall constitute an Event of Default under this Lease.

H. Vesting

As a condition to the vesting of any rights in this Lease or in the leasehold
cstate created hereby in any assignee or sublessee of the Lessee’s interest thereunder,
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:
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(1)  Shall contain a statement that the proposed assignee or sublessee agrees
to be bound by all the terms, covenants and conditions of this L.ease which are to be
performed by Lessee;

(2)  Shall state the name and address of the proposed assignee or sublessee
for the purpose of enabling notices to be given under Paragraph 33 herein; and

(3)  Shall state whether the proposed assignee or sublessee is an individual,
a corporation, a limited liability company, a partnership or another form of legal entity. If
such assignee or sublessee is a corporation, such notice shall state the names of such
corporation’s principal officers and directors, its state of incorporation, the amount of capital
stock authorized and the amount of capital stock outstanding at the time of the assignment,
and if the proposed assignee or sublessee is not a publicly-held corporation, the number of
shareholders and the name and address of every shareholder who directly or indirectly owns
or controls five percent (5%) or more of such stock (stating the number of such shares). If
such assignee or Sublessee is a limited liability company, such notice shall state the names
and addresses of all managers of the limited liability company. If such assignee or sublessee
1s a partnership, such notice shall state the names and addresses of all general partners of
such partnership. If such assignee or sublessee is another form of legal entity, it shall
provide substantially the same information as is required for a partnership or limited liability
company.

It shall be a further condition to such vesting that Lessee shall reimburse the
City for all legal and accounting expenses reasonably incurred by the City in investigating
each such proposed assignee’s or sublessee’s qualifications and reviewing, negotiating and
drafting all documentation related to each such proposed assignment and/or sublease,
including the cost, as reasonably dctermined by the City, of legal counsel who are employees
of the City, but not to exceed Five Thousand Dollars ($5,000.00) in the aggregate.

I. Sublease to DCH Imports.

Notwithstanding any provision to the contrary which may be contained in this
Lease, the City hereby consents to the sublease of the entire Leased Premises by Lessee to
DCH Imports (“””). It is understood and agreed that the other provisions of this Paragraph 25
shall not be applicable to the sublease of the Leased Premises by Lessee to DCH Imports;
provided, however, that the City’s consent to the sublease to DCH Imports does not relieve
Lessee of its obligations to obtain any required consent hereunder with respect to any future
sublease of all or any portion of the Premises, or release Lessee from any liability or
obligation of Lessee hereunder.
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J. Permitted Assignments

Notwithstanding any provision to the contrary which may be contained in this
Lease, the City hereby consents to the assignment of this Lease, and Lessee’s interests
hereunder, to any corporation, limited liability company or other legal entity which controls,
1s controlled by or is under common control with Lessee, either directly or indirectly through
one or more intermediaries (each a “Permitted Assignee™”). It is understood and agreed that
the other provisions of this Paragraph 25 shall not be applicable to an assignment of this
Lease, and Lessee’s interests hereunder, to a Permitted Assignee; provided, however, that
the City’s consent to the assignment of this Lease and Lessee’s interests hereunder to a
Permitted Assignee does not relieve the assignor of its obligations to obtain the City’s
consent with respect to any future assignment to a person or entity which is not a Permitted
Assignee, or release the assignor from any liability or obligation of such assignor hereunder.

26.  ENCUMBRANCES

A. Right to Encumber

During the term of this Lease, and any and all extensions thereof, Lessee or
any Sublessee (including, without limitation, the Operator) shall have the right to assign for
security purposes only, or to otherwise encumber or convey for security purposes, such
party’s leasehold estate and interest in the Leased Premises, and in the lease or sublease
creating such estate and interest, in favor of a “Leasehold Mortgagee” (as hereinafter
defined) to secure the indebtedness of such party to the Leasehold Mortgagee. In connection
therewith, Lessee or any Sublessee may perform any and all acts and may execute, deliver
and record any and all deeds, instruments and other documents (including, without
limitation, a leasehold or subleasehold deed of trust) that are necessary or proper to
consummate any loan transaction with, or to perfect and maintain the perfection of any
security interest or lien given to, a Leasehold Mortgagee. However, neither Lessee nor any
Sublessee shall have the right or power to convey or encumber, or to create any lien upon,
the City’s freehold estate in the Leased Premises or the City’s reversionary interest in all
buildings and other improvements on the Leased Premises.

B. Definitions

For purposes of this Lease, the following terms shall have the meanings
respectively ascribed to them below:
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(1)  “Leasehold Mortgage” shall mean any mortgage, deed of trust,
assignment of rents, assignment of leases, security agreement or other document or
mstrument encumbering (1) Lessee’s interests under this Lease or the leasehold estate
created by this Lease, or (i1) any Sublessee’s interests under any sublease of the Leased
Premises or the subleasehold estate created by such sublease.

(2) “Leasehold Mortgagee” shall mean an institutional lender (including,
without limitation, any bank, savings and loan association, credit union, insurance company
or other form of financial institution, and any subsidiary thereof) which shall take a
Leasehold Mortgage as security for the repayment of indebtedness owed to such lender by
Lessee or any Sublessee. Without limiting the generality of the foregoing, Toyota Motor
Credit Corporation shall be a Leasehold Mortgagee if it shall take a L.easehold Mortgage.

(3) “Approved Leasehold Mortgagee” shall mean a Leasehold Mortgagee
which has been identified in writing to the City and as to which the City has been given an
address for notices. :

C. Agreements Regarding Leasehold Mortgagees

(1)  Notices to Leasehold Mortgagee. Copies of all notices given or
documents delivered by the City to Lessee under the terms of this Lease, including without
limitation notices of Lessee’s default under this Lease, shall be concurrently served by the
City on an Approved Leasehold Mortgagee by United States mail, postage prepaid,
registered or certified mail, return receipt requested, at the address last provided to the City
n writing by such Approved Leasehold Mortgagee. No notice given by the City under this
Lease shall be effective unless served as provided in this subparagraph.

(2)  Approved Leasehold Mortgagee’s Rights to Cure. The City shall not
terminate this Lease or initiate any action or proceeding to terminate this Lease because of
any default by Lessee or on the basis of any other event or circumstance which gives the
City the right to terminate this Lease if the Approved Leasehold Mortgagee (acting in its
sole discretion), within (i) ten (10) business days after its receipt of such notice from the City
of a default by the Lessee under this Lease which can be cured by the payment of money
required to be paid by Lessee under the terms of this Lease, or (ii) fifteen (15) business days
after its receipt of such notice in the case of a non-monetary default, shall at its election
either:

(a)  cure such default if the default can be cured by the payment of
money required to be paid by Lessee under the terms of this Lease or, if the default cannot
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be cured by the payment of money, commence to cure the default within such fifteen (15)
business day period and thereafter diligently proceed to complete the cure; or

(b)  1f the Approved Leasehold Mortgagee holds a Leasehold
Mortgage in respect of Lessee’s leasehold estate in the Leased Premises (1) institute a
trustee’s sale or judicial foreclosure proceedings under the Approved Leasehold Mortgage
and thereafter diligently proceed to complete such proceedings; (ii) cure such default within
such ten (10) business days, if the default can be cured by the payment of money required to
be paid by Lessee under the terms of this Lease; (ii1) comply with all of the terms and
conditions of this Lease requiring the payment or expenditure of money by Lessee until such
time (the “Foreclosure Date”) as this Lease has been sold by trustee’s sale, judicial
foreclosure or transfer in lieu of foreclosure or reconveyed under the Approved Leasehold
Mortgage; and (iv) commence to cure all non-monetary defaults within fifteen (15) business
days following the institution of a trustee’s sale or judicial foreclosure proceeding, and
thereafter diligently proceed to complete the curc, or if the Approved Leasehold Mortgagee
must obtain access to the Leased Premises in order to commence to effect such cure, the
Approved Leasehold Mortgagee shall, within such fifteen (15) business day period, initiate
appropriate legal proceedings to obtain lawful access to the Leased Premises, and thereafter
commence such cure within fiftcen (15) business days after the Approved Leasehold
Mortgagee has obtained lawful access to the Leased Premises; provided, however, that if the
Approved Leasehold Mortgagee fails to comply with at least one of conditions (a) or (b) of
this subsection (2) the City shall be released from the covenant of forbearance contained in
this Subparagraph.

(3)  Prosecution of Foreclosure. The Approved Leasehold Mortgagee shall
be deemed to be diligently proceeding to complete a trustee’s sale or judicial foreclosure
notwithstanding the fact that such proceedings or the commencement of such proceedings
are stayed by statute, rule, court order, bankruptcy stay, or other similar enactment or action,
provided that, (a) such Approved Leasehold Mortgagee is at all times during such stay in
compliance with the provisions of Subparagraph C(2)(b)(i1), (ii1) and (iv) hereof, and (b)
such trustee’s sale or judicial foreclosure is completed within twenty-four (24) months
following the institution of such proceedings.

(4)  Mortgage Lease. If this Lease terminates because of a default by
Lessec or any other event or circumstance which entitles the City to terminate this Lease, the
City shall provide the Approved Leasehold Mortgagee with written notice of such
termination. If within thirty (30) days after receiving notice of such termination, the
Approved Leasehold Mortgagee by written notice to the City requests that the City enter into
a new lease with such Approved Leasehold Mortgagee for the Leased Premises, then the
City shall enter into a new lease (the “Mortgagee Lease™) for the Leased Premises with the
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Approved Leasehold Mortgagee within thirty (30) days after the Approved Leasehold
Mortgagee’s request, provided that the Leasehold Mortgagee has delivered to the City at the
time of such request the Approved Leaschold Mortgagee’s written agreement to cure
Lessee’s defaults under this Lease, and provided further that if Lessee has defaulted under
Paragraphs 11, 12, 14, or 19 of this Lease, the Approved Leasehold Mortgagee shall have
entered into a written agreement with the City pursuant to which such Approved Leasehold
Mortgagee has agreed to perform the remaining obligations of Lessee under said Paragraph
in a manner and within a time period satisfactory to the City, or obtained the agreement of a
third party satisfactory to the City to so perform such obligations. The Mortgagee Lease
shall commence, and rent and all obligations of the Approved Leasehold Mortgagee shall
begin to accrue, as of the date of termination of this Lease. The term of the Mortgagee
Lease shall be for the period which would have constituted the remainder of the term of this
Lease had this Lease not been terminated, and the Mortgagee Lease shall be upon all of the
other terms and conditions of this Lease, as modified by all amendments, if any, entered into
by the City and Lessee. The Mortgagee Lease shall be free of all rights of Lessee. Lessee
shall provide in all subleases pertaining to the Leased Premises that each sublessee of the
Leased Premises shall, at the Leasehold Mortgagee’s option, attorn to the Approved
Leasehold Mortgagee under the Mortgagee Lease, and the Approved Leasehold Mortgagee
agrees to accept such an attornment, provided the sublessee is not in default under its
sublease at the time of such attornment. Prior to or upon execution of the Mortgagee lease,
the Approved Leasehold Mortgagee shall (a) pay to the City all rent and other amounts
owing to the City by Lessee under this Lease as of the date of termination of this Lease; (b)
shall pay to the City all rent and other amounts due under the Mortgagee Lease from the date
of commencement of the term of the Mortgagee Lease to the date of execution of the
Mortgagee Lease; (c) shall pay to the City all reasonable costs and expenses (including
attorneys’ fees) incurred by the City in connection with the Mortgagee Lease; and (d) shall
provide in a manner satisfactory to the City for the cure of all non-monetary defaults of
Lessee under this lcase.

(5)  Performance by Leasehold Mortgagee. The City agrees to accept
performance by the Approved Leaschold Mortgagee of Lessee’s obligations under this
Lease with the same force and effect as if performed by Lessee. The Approved Leasehold
Mortgagee shall not become liable for the performance of Lessee’s obligations under this
Lease unless and until the Approved Leasehold Mortgagee acquires title to the Lease, and
shall be liable for the performance of Lessee’s obligations hereunder only for so long as the
Approved Leasehold Mortgagee holds title to this Lease. Notwithstanding the provisions of
this Paragraph 26, if an Approved Leasehold Mortgagee acquires title to this Lease pursuant
to Subparagraph C(4) above, within sixty (60) days after such Approved Leasehold
Mortgagee shall have so acquired title to this Lease, such Approved Leasehold Mortgagee
shall sell or otherwise transfer this Lease, and its title thereto, to a third party approved by
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the City pursuant to Paragraph 25 of this Lease, which third party shall be financially
capable and experienced in operating a business similar to that conducted on the Leased
Premises prior to the foreclosure of the Approved Leasehold Mortgagee; the approved
Leasehold Mortgagee shall be released from any and all obligations of the Lessee hereunder.
The City agrees that an Approved Leasehold Mortgagee may enter on the Leased Premises
to perform any curative act.

(6) No Merger. Without the written consent of the Approved Leasehold
Mortgagee, there shall be no merger of this Lease or of the leasehold estate created
hereunder with the fee estate in the Leased Premises by reason of the fact that this Lease or
the leasehold estate hereunder may be held directly or indirectly by or for the benefit of any
person who owns the fee estate in the Leased Premises or any portion thereof.

(7)  Estoppel Certificates. The City and Lessee shall at any time and from
time to time upon not less than thirty (30) days prior written request by the other, deliver to
the requesting party and executed and acknowledged written statement certifying (i) that 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; (i1) that 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); and (iii) the dates to which the monthly rent and
other monetary obligations under this Lease have been paid in advance. Each certificate
delivered pursuant to this Subparagraph may be relied upon by any prospective purchaser,
transferee or encumbrancer of the City’s or Lessee’s respective interests in the Leased
Premises, including without limitation any prospective Approved Leasehold Mortgagee.

(8)  No Voluntary Surrender. No voluntary surrender of this Lease by
Lessee or amendment or mutual termination of this Lease shall be effective without the prior
written consent of the Leasehold Mortgagee.

(9)  Leasehold Foreclosure. The City’s consent shall not be required for the
transfer of this Lease to an Approved Leasehold Mortgagee by trustee’s sale, judicial
foreclosure or transfer in lieu of foreclosure; provided that, the provistons of this
Subparagraph shall not amend or modify the obligations of such Approved Leasehold
Mortgagee pursuant to Subparagraph C(5) above. However, any proposed purchase of the
leasehold estate of Lessee hereunder by a third party pursuant to any trustee’s sale or judicial
foreclosure proceedings shall require the prior written consent of the City in accordance with
Paragraph 25 hereof.
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(10) Reasonable Acceptance of Additional Terms. If a proposed Leasehold
Mortgagee shall propose any additional terms and conditions in respect of the proposed
Leasehold Mortgage, so long as the City’s interests in this Lease and its reversionary rights
in the Leased Premises are not materially prejudiced thereby, the City agrees not to
unreasonably withhold its consent and agreement to such additional terms.

27. BREACH OR DEFAULT

A. Event of Default

Any of the following shall constitute an event of default (“Event of Default”)
by Lessee under this Lease:

(1)  Failure of Lessee to pay when due the Basic Rent, or Additional Rent
payable by Lessee under this Lease, and the continuance of such failure for thirty (30) days
after written notice thereof from the City that such payment is due; or

(2)  The occurrence of an event of default under the instruments or
agreements evidencing or securing the indebtedness held by a Leasehold Mortgagee
uncorrected for sixty (60) days after written notice thereof from the City; or

or

(3)  The failure of Lessee to perform any other obligation hereunder which
shall not be remedied to the satisfaction of the City within sixty (60) days after written notice
from the City specifying such failure to perform (or, 1f such failure cannot reasonably be
remedied by Lessee within sixty (60) days, if Lessee shall not have commenced appropriate
action to effect such remedy within said sixty (60) day period and thereafter prosecuted such
action to completion with all due diligence); provided, however, that in no event will Lessee
be in default hereunder if Lessee needs to recover possession of the Leased Premises from
the Operator or any other Sublessce of the Leased Premises in order to cure a default
hereunder and Lessee has commenced the appropriate legal action to recover possession of
the Leased Premises; or

(4)  Except as otherwise provided by paramount law, the entry of any decree
or order for relief by any court with respect to Lessee in any involuntary case under the
Federal Bankruptcy Code or any other applicable federal or state law; of the appointment of
or taking possession by any receiver, liquidator, assignee, trustee, sequestrator or other
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similar official, of the Leased Premises or of Lessee or of any substantial part of the property
of Lessee or the ordering or winding up or liquidating of the affairs of Lessee and the
continuance of such decree or order unstayed and in effect for a period of sixty (60) days; or
the commencement by Lessee of a voluntary proceeding under the Federal Bankruptcy Code
or any other applicable state and federal law or consent by Lessee to the entry of an order for
relief in an involuntary case under any such law, or consent by Lessee to appointment of or
taking of possession by a receiver, liquidator, assignee, trustee, sequestrator or other similar
official, of Lessec or of any substantial part of the property of Lessee or the making by
Lessee of any general assignment for the benefit of creditors; or the breach by Lessee of the
covenant of continuous operation set forth in Subparagraph A of Paragraph 7 herein and the
continuance thereof for ten (10) business days after written notice provided by the City when
such failure is due to any financial difficulty experienced by Lessee; or Lessce taking any
other voluntary action related to the dissolution of Lessee or the winding up of Lessee’s
affairs.

B. City’s Remedies

(1)  If an Event of Default by Lessee shall occur and be continuing as
aforesaid, then in addition to any other remedies available to the City at law or in equity, the
City may, at its election, terminate this Lease, and bring suit against Lessee and recover as
an award in such suit or arbitration proceeding the following:

(a)  The worth at the time of award of the unpaid rent and all other
sums due hereunder which had been earned at the time of termination;

(b)  The worth at the time of award of the amount by which the
unpaid rent and all other sums due hereunder which would have been earned after
termination until the time of award exceeds the amount of such rental loss that the Lessee
proves could have been reasonably avoided;

(c)  The worth at the time of award of the amount by which the
unpaid rent and all other sums due hereunder for the balance of the term after the time of
award exceeds the amount of such rental loss that the Lessee proves could be reasonably
avoided;

(d)  Any other amount necessary to compensate the City for all the

detriment proximately caused by the Lessee’s failure to perform its obligations under this
Lease or which in the ordinary course of things could be likely to result therefrom; and
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()  Such amounts in addition to or in lieu of the foregoing as may be
permitted from time to time by applicable California law.

(2)  “Unpaid rent” as used in subsections (a), (b) and (c) above shall include
Basic Rent, and all Additional Rent payable by Lessee under the Lease. The “worth at the
time of award” of the amounts referred to in subsections (a) and (b), above, shall be
computed by allowing interest at the lesser of one and one-half percent (1-1/2%) per month
or the maximum allowable rate under applicable law on the date of the award. The “worth
at the time of award” of the amount referred to in subsection (c) is computed by discounting
such amount at the discount rate of the Federal Reserve Bank of San Francisco at the time of
award plus one percent (1%). '

(3)  Ifan Event of Default shall occur, and the City shall choose not to
exercise the option to terminate this Lease as provided herein, this Lease shall continue in
full force and effect for so long as the City chooses not to terminate Lessee’s right to
possession, and the City may enforce all its rights and remedies under this Lease, including
the right to recover rent as it becomes due.

(4)  For the purpose of this Subparagraph B, the following shall not
constitute a termination of the Lessee’s right to possession:

(a)  Acts of maintenance or preservation or efforts to relet all or any
part of the Leased Premises; or

(b)  The appointment of a receiver upon initiative of the City to
protect the City’s interest under this Lease.

(5)  After expiration of the applicable time for curing a particular default, or
before the expiration of that time in the event action is reasonably deemed necessary by the
City, the City may at the City’s election (but is not obligated to) make any payment required
of Lessee under this Lease, or perform or comply with any covenant or condition imposed
on Lessee under this Lease, and the amount so paid plus the reasonable cost of any such
performance or compliance, plus interest on such sum at the rate of one and one-half percent
(1-1/2%) per month, or the maximum rate permissible under applicable law, whichever is
less, from the date of payment, performance or compliance (in this Subparagraph (5) called
“Act”) shall be deemed to be Additional Rent, payable by Lessee with the next succeeding
nstallment of Basic Rent. No such Act shall constitule a waiver of default or of any remedy
for default or render the City liable for any loss or damage resulting from any such Act.

C. Receipt of Rent Not Waiver of Default
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(1)  The receipt by the City of any Basic Rent, or Additional Rent payment
or any other charge due to the City, with knowledge of any breach of this Lease 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 full amount of the Basic Rent, or
Additional Rent as provided in Paragraph 8 herein, or any other charges then due shall be
deemed to be other than on account of the earliest installment of the Basic 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 Basic Rent, or 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.

(2)  No failure on the part of the City to enforce any covenant or provision
herein contained, nor any waiver of any right thereunder 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.

(3)  The receipt by the City of any Basic Rent, or Additional Rent payment
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 the City of any 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 thereunder 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. Neither acceptance of the keys nor any
other act or thing done by the City or by its agents or employees during the term shall be
deemed to be an acceptance of a surrender of the Leased Premises, excepting only an
agreement in writing signed by the City Manager accepting or agreeing to accept such a
surrender.

28.  COMPLIANCE WITH LAW

Lessee agrees to comply with, and to cause all sublessees, licensees and
concessionaires to comply with, all statutes, ordinances, rules, laws or regulations of any
governmental agency (including, without limitation, those of the City) which are applicable
to said Leased Premises or the operation of Lessee or such sublessees, licensees or
concessionaires on the Leased Premises.
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29. JUDICIAL REFERENCE

Any dispute arising under this Lease shall be resolved through the judicial reference
process. 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 appomted, 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, 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.

30. ENVIRONMENTAL COMPLIANCE

A. Lessee’s Covenants: Indemnification

Without limiting the covenants of Lessee under Paragraph 28 above, Lessee
agrees that it shall not use the Leased Premises or operate its businesses therefrom in any
manner which would constitute a violation of any federal, state or local law, ordinance or
regulation relating to industrial hygiene or to the environment on, under or about the Leased
Premises, ihcluding, without limitation, soil and ground water conditions. In addition to its
other obligations under this Lease, and without limitation thereof, Lessee specifically agrees
(1) to return the Leased Premises to the City upon the expiration or termination of this Lease
in a condition which is in compliance with all applicable laws, as such conditions would
relate to the use of the Leased Premises by Lessee; (i1) to indemnify and hold the City and
each of the persons indemnified under Paragraph 23; and (ii1) to hold harmless from and
against all judgments, damages, fines, penalties, costs (including clean-up costs, whether or
not such costs arise from actions taken pursuant to judicial or administrative order) and
expenses (including reasonable attorneys’ fees and costs of all environmental consultants,
contractors and subcontractors engaged by the City to advise it of the proper action to be
- taken due to the presence of any Hazardous Materials on the Leased Premises and the laws
and regulations applicable thereto) (hereafter collectively, “Claims”) resulting or arising
from the breach by Lessee of its covenants under this Paragraph 30.

B. Notice

53



60

Each party covenants that it shall within two (2) “City Business Days” (as
hereafter defined) of receiving any notice (whether oral or written) of any proceeding or
Inquiry by any governmental authority (including, without limitation, the California State
Department of Health Services) with respect to the presence of “Hazardous Materials” (as
hereinafter defined) on the property, or the migration thereof to or from other property, give
written notice thereof to the other party. For purposes of this Lease, the term “City Business
Day” shall mean a day during which the offices of the City are open for the conduct of
business.

C. Definition of “Hazardous Materials”

For purposes of this Lease, “Hazardous Materials™ shall mean those substances
defined (or hereafter defined) as “Hazardous Substances,” “Hazardous Matenals, or “Toxic -
Substances” in the Comprehensive Environmental Response, Compensation and Liability
Act of 1980, as amended, 42 U.S.C. Section 9601, et seq.; the Hazardous Materials
Transportation Act, 49 U.S.C. Section 1801, et seq.; the Resource Conservation and
Recovery Act, 42 U.S.C. Section 6901 et seq.; and those substances defined as “Hazardous
Wastes” in Section 25117 of the California Health and Safety Code or as “Hazardous
Substances” in Section 25316 of the California Health and Safety Code; and in the
regulations adopted and publications promulgated pursuant to said laws.

D. The City’s Covenants and Representations

The City represents and warrants to Lessee as follows: (i) The City has
received no notices, complaints or orders of violations or non-compliance with any
applicable environmental laws concerning the Leased Premises, and no federal, state or local
environmental investigation is pending or has been threatened against the City with regard to
the Leased Premises, any use thereof, or any alleged violation of environmental laws with
respect thereto; (ii) the Leased Premises have not been used by the City, nor to the
knowledge of the City, have the Leased Premises ever been used to manufacture, process,
distribute, use, treat, store, dispose of, handle or transport thereto or therefrom any
Hazardous Materials in any quantity or manner that violates or gives rise to liability under
any environmental laws; and (iii) to the knowledge of the City, there are no Hazardous
Materials present on the Leased Premises in any quantity or manner that violates or gives
rise to liability under any environmental laws. The City shall indemnify, defend and hold
Lessee harmless from and against any and all Claims resulting or arising from the breach of
the City’s representation herein or the condition of the Leased Premises existing prior to the
commencement of this Lease; provided, however, that the City’s indemnification shall not
extend to any Claims arising in connection with the prior use and operations at the Leased
Premises by Peninsula.
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31.  RIGHT OF ENTRY

The City and the City’s officers, employees and agents shall at all times have the right
to enter upon the Leased Premises or any buildings, structures or other improvements
thereon upon reasonable notice, during business hours, except in case of an emergency, for
the purposes of inspecting the same and posting notices of non-responsibility or any other
notices the City may reasonably deem necessary or desirable, and for performing any act
which the City is permitted to take pursuant to this Lease.

32.  QUIET ENJOYMENT

The City covenants that (except as otherwise provided herein), Lessee, upon paying
the Basic Rent and Additional Rent expressly reserved in Paragraphs 4 and 6 herein 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.

33.  NOTICES

A. Notices to the City

All notices thereunder given by Lessee to the City shall be in writing and
dehvered to the City Clerk of the City at 3031 Torrance Boulevard, Torrance, California,
90503, or at such other address or to such other person(s) as the City may from time to time
designate in writing not less than thirty (30) days prior to the date that the change 1s to go
into effect, or may be given by telephone facsimile at (310) 618-5813.

B. Notice to Lessee

All notices given by the City to Lessee thereunder shall be in writing and
delivered to Lessee at the address specified below or at such other address as Lessee may
from time to time designate in writing not less than thirty (30) days prior to the date that the
change is to go into effect, or may be given by telephone facsimile at the telecopier number
specitfied below.

DCH California Investments, LLC1815 West Redondo Beach
Boulevard

Gardena, California 90247

Attention:  Mark Sachs, Area Vice President,
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Acquisition & Real Estate Operations
Telecopier Number: (714) 557-6826

With concurrent copies to:

Rita P. Campanile

Vice President, General Counsel & Secretary
DCH Auto Group '

955 Route 9 North

South Amboy, New Jersey 08879

Telecopier Number:

Manning [eaver Bruder & Berberich
5750 Wilshire Boulevard, Suite 655
Los Angeles, California 90036
Attention:  Penny L. Reeves
Telecopier Number: (323) 937-6727

C. Effectiveness

Any such notice shall be given by depositing the same in the United States
Post Office, properly addressed as aforesaid, postage fully prepaid, for delivery by certified
mail, or by delivery to a recognized overnight courier service, such as Federal Express or
United Parcel Service, with instructions to deliver to the addressee on the next business day;
or by telecopier to the telecopier numbers specified above. Any notice given thereunder by
certified mail shall be deemed, as between the City and Lessee, to have been fully given and
delivered for all purposes at the expiration of seventy two (72) hours after the same is
deposited in the United States Post Office for delivery as aforesaid. Any such notice sent by
overnight courier shall be deemed delivered on the next business day following the delivery
of the notice to the courier with instructions to deliver to the addressee on the next business
day. Any such notice sent by telephone facsimile shall be deemed delivered upon
confirmation of successful receipt at the receiving telephone.

34, AMENDMENTS AND MODIFICATIONS

This Lease shall not be amended or modified in any way, and no purported
amendment or modification shall be effective, unless same has been (1) approved by the City
Council and set forth in a written instrument, expressly purporting to amend this I ease,
executed by the City Manager or the Mayor for the City, and (i1) executed by Lessee.
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35.  APPROVALS BY CITY

No consent, approval or satisfaction of the City provided for thereunder, 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 the Mayor for the
City as provided for in this Lease. 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.

36.  WARRANTY OF POWER TO LEASE

The City warrants and represents to Lessee that it has the power to lease the Leased
Premises to Lessee for the purposes and for the term at the rent and on the covenants and
conditions set forth in this instrument of Lease. If Lessee is a corporation, Lessee represents
and warrants to the City that the execution of this Lease, and the performance of its
obligations thereunder is within the authority of the officers of Lessee, as delegated to them
by a resolution duly adopted by its Board of Directors. Concurrently with its execution and
delivery of this Lease, Lessee shall deliver to the City a Certificate of the Secretary of
Lessee certifying the incumbency and authority of the officers executing this Lease on
behalf of Lessee.

37.  CONDEMNATION

A. Definitions

The following definitions apply in construing provisions of this Lease relating
to a taking of or damage to all or any part of the Leased Premises or the improvements
thereon or any interest in them by eminent domain or inverse condemnation:

(1)  “Taking” means a taking or damaging, including severance damages,
by eminent domain or inverse condemnation or for any public or quasi public use under any
statute. Transfer of title in respect thereof may be either a transfer resulting from the
recording of a final order and condemnation or a voluntary transfer or conveyance to the
condemming agent or entity under threat of condemnation, in avoidance of an exercise of
eminent domain, or while condemnation proceedings are pending. The taking shall be
deemed to have occurred on the date actual physical possession is taken by the condemnor.
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(2)  “Total taking” means the taking of the fee title to all of the I.eased
Premises and the improvements thercon, which shall be considered to include any off-site
improvements which serve the Leased Premises or the improvements.

(3)  “Substantial taking” means the taking of so much of the Leased
Premises or improvements, or both, that the portion of the Leased Premises not so taken
could not be so repaired or reconstructed, taking into consideration the amount of the award
available for repair or reconstruction, as to constitute a facility or facilities for the sale and
lease of new motor vehicles (with related repairs and service facilities and parking areas)
capable of producing a proportionately fair and reasonable net annual income to Lessee or
the Sublessee after payment of all operating expenses, the rent (including Basic Rent and
Additional Rent), as rent may be reduced as a result of the taking, and all  other charges
payable under this Lease, and after performance of all covenants and conditions required of
Lessee by law and under this Lease.

(4)  “Partial taking” means any taking of the fee title or the improvements
thereon that is not either a total or a substantial taking.

(5)  “Improvements” means the improvements constructed on the Leased
Premises , including all buildings, facilities, structures, parking areas, landscaping, fixtures,
utility installations, excavations, tiedowns, surfacing, water banks or channels and grading.

(6)  “Notice of intended taking” means any notice or notification which a
reasonable person would interpret as expressing a present intention of taking, as
distinguished from a mere preliminary inquiry or proposal. It includes but is not limited to
service of a condemnation summons and complaint on a party to this Lease. Such notice
shall be considered to have been received when a party to this Lease receives from the
condemming agency or entity a notice of intent to take, in writing, containing a description or
map of the taking reasonably defining the extent of the taking.

(7)  “Award” means compensation paid for the taking, whether pursuant to
judgment or by agreement or otherwise.

B. Notice to Other Party

(1)  Promptly upon receipt of a notice specified in Subparagraph (2)(a)
“Condemnation Notice™), the party receiving a Condemnation Notice shall give the other
party written notice of the receipt, contents and date of notice received.

58



65

(2)  The following shall constitute a Condemnation Notice:
(a)  Notice of intended taking;
(b)  Service of any legal process relating to condemnation of the fee
interest of the City in land which includes the Leased Premises, the Leased Premises and/or

the improvements;

(c)  Notice relating to or given in connection with any proceedings or
negotiations relating or pertaining to such a condemnation; or

(d)  Notice of intent or willingness to make or negotiate a private
purchase, sale or transfer in lieu of condemnation.

C. Representation of Interests

The City and Lessee shall each have the right to represent their respective
interests in each proceeding or negotiation with respect to a taking or intended taking and to
make full proof of their respective claims. No agreement, settlement, sale or transfer to or
with any condemning authority shall be made without the consent of the City and Lessee.
The City and Lessee agree to execute and deliver to the other any instruments that may be
required to effectuatc or facilitate the provisions of this Lease relating to condemnation.

D. Total Taking

On a total taking, Lessee’s obligation to pay rent hereunder shall terminate on
the date of taking, but Lessee’s interest in the leasehold estate and the Leased Premises shall
continue until the taking is completed by deed, contract or final order of condemnation.

E. Substantial Taking

If the taking 1s substantial with the meaning of subparagraph 37A(3), above,
Lessee may, by written notice to the City given within thirty (30) days after Lessee receives
written notice of an intended taking, elect to treat the taking as a substantial taking. If
Lessee does not so notify the City, the taking shall be deemed a partial taking. If Lessee
gives such notice and the City gives Lessee notice within thirty (30) days following Lessee’s
notice that it disputes Lessee’s characterization of the taking, the dispute shall be promptly
determined by judicial reference in accordance with the provisions of Paragraph 29 above.
If the City gives no such notice, the taking shall be considered a substantial taking. A
substantial taking shall be treated as a total taking.
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Lessee may continue to occupy the Leased Premises and improvements until
the condemnor takes physical possession. However, at any time following notice of intent
of total taking Lessee may elect to deliver possession of the Leased Premises to the City
before the actual taking. The election shall be made by notice declaring the election and
covenanting to pay all rents and to perform all other obligations of Lessee under this Lease
to the date of taking. Lessee’s right to apportionment of compensation from the award shall
then accrue as of the date that Lessee goes out of possession.

F. Apportionment and Distribution of Award for Total Taking

On a total taking, all sums, including damages and interests, awarded for the
fee or the leasehold or both shall be deposited promptly with a trustee (“Trustee”) acceptable
to the City and Lessee (which may be the Leasehold Mortgagee) and shall be distributed and
disbursed in the following order of priority: '

(1)  Payment (on an equitable pro-rata basis) of all real and personal
property taxes constituting a lien on the Leased Premises or improvements;

(2)  Ifrequired by any Leasehold Mortgagee, a payment of the balance due
under any note and mortgage or deed of trust encumbering the leasehold estate of Lessee;

(3)  To the City, a sum equal to the fair market value of the Land taken.
Determination of the fair market value of the Land taken shall take into account the number
of unexpired years of the term of the Lease remaining and the fact that the improvements
revert to the City upon the expiration of the Lease such that the portion of all sums awarded
which is allocated to the Land, as opposed to the interest of Lessee in the improvements
thereon, shall be less in the early years of the Lease term and greater in the later years. In
the event the parties are unable to agree on the fair market value of the Land, it shall be
determined by appraisal, in accordance with Paragraph 5 above.

(4)  To the City, the value of the reversionary interest in the improvements;
and

(5)  To Lessee, the balance of the award; provided that the Lessee shall in
no event receive an amount which is greater than the cost of Lessee’s or Operator’s
Alterations or improvements to the Premises and the value of its leasehold interest as of the
date of taking, together with any award to Lessee for Lessee’s personal property taken and
for relocation.
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G. Partial Taking

(1)  Effect on Rent and Term.

On a partial taking, this Lease shall remain in full force and effect with
respect to the remaining Leased Premises, except that Basic Rent shall be reduced in the
same ratio as the value of the portion of the Leased Premises taken, including the
improvements thereon bears to the value of the total Leased Premises, including
improvements then in existence.

(2)  Restoration of Improvements.

Promptly after a partial taking, at Lessee’s expense and in the manner
provided for in Paragraph 18 of this Lease, l.essee shall repair, alter, modify or reconstruct
the improvements (hereinafter referred to as “restoring” or “restoration”) so as to make them
a practical improvement which is economically and feasibly usable by Lessee and which will
provide to the City a reasonable return on the Land. If the reasonably estimated cost of the
work represents more than twenty five percent (25%) of the then fair market value of the
improvements before the taking, Lessee may, in the manner and subject to the rights of the
City provided with respect to a substantial taking, elect to treat the taking as substantial. If
Lessee does not repair, alter, modify or reconstruct as above (“repair”), the cost of such
repair shall be deducted for [Lessee’s share of the award and paid to any I.easehold
Mortgagee demanding it to the extent of any indebtedness of Lessee to such Leasehold
Mortgagee which is secured by a mortgage or deed of trust covering the Leased Premises,
with all remaining amounts being paid to the City.

(3)  Apportionment and Distribution of Award for Partial

Taking. On a partial taking, ail sums, including damages and
interest, awarded for the fee title or the leasehold or both, shall be promptly deposited with
the Trustee and shall be distributed and disbursed in the following order of priority:

(a)  to Lessee, a sum equal to the cost of restoring the improvements,
plus any amount assessed, awarded, paid or incurred to remove or relocate subtenants, plus

any amount awarded for detriment to business;

(b)  to the extent reasonably demanded by an Approved Leasehold
Mortgagee, a sum equal to any decrease in its security resulting from the taking;
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(c)  to the City, a sum equal to the value of the Leased Premises
taken valued as provided in Subparagraph 37F(3) above;

(d)  tothe Lessee, the balance of the award; provided that, the Lessee
shall in no event receive an amount which is greater than the value of its leaschold interest in
the portion of the Leased Premises taken as of the date of the taking plus compensation for
Lessee’s personal property taken and for relocation expenses.

H. Taking of Less Than Fee Title

On the taking, other than a temporary taking, of less than a fee title interest in
the Leased Premises or the improvements, or both, the question of whether the taking is
total, substantial or partial, and the effects on the term, rent and apportionment of award
shall be determined by judicial reference.

38. GENERAL PROVISIONS

A. Remedies Cumulative

No remedy or election provided by any provision in 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. Provisions as Covenants

Each provision hereof shall be deemed both a covenant and condition and all
of the conditions and covenants contained herein shall be covenants running with the land
and shall be construed as such.

C.  Time
Time is of the essence of this Lease.

D. Headings

The paragraph headings in this Lease contained 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 L.ease contained.

E. Successors 1n Interest
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Except as otherwise herein provided, each and every 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 heir, executor, administrator, successor, assign
and representative of the parties hereto.

F. Waivers

The waiver by either Lessee or the City of any brcach of any of the covenants,
agreements, obligations, conditions 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 contained herein .

G. 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.

H. Memorandum of Lease

Neither party will suffer or permit this Lease or a copy thereof to be recorded,;
provided, however, at the request of either party (and at the expense of the requesting party),
a memorandum of this Lease in recordable form will be prepared, cxccuted by both parties,
and recorded.

1. No Brokers

Lessee and the City covenant and agree each to the other that no commission
or fees are due and owing to any person or entity by reason of the execution of this Lease or
the payment of rent thereunder, and Lessee and the City shall each indemnify and hold the
other harmless from and against any demand, hiability, claim or obligation for any such fees
or commissions from any person or entity claiming to have dealt with Lessee or the City, as
the case may be.

J. Force Majeure

If any party fails to perform its obligations because of strikes, lockouts, labor
disputes, embargoes, acts of God, inability to obtain labor or materials or reasonable
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substitutes for labor or materials, governmental restrictions, governmental regulations,
governmental control, judicial orders, enemy or hostile governmental action, civil
commotion, firc or other casualty, or other causes beyond the reasonable control of the party
obligated to perform, then that party’s performance shall be excused for a period equal to the
period of such cause for failure to perform.

[Signature Page to Follow]
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IN WITNESS WHEREOF, the parties hereto have executed this Lease the date and

year first written above.

ATTEST:

Sue Herbers, City Clerk
APPROVED AS TO FORM:
John L. Fellows 1II

City Attorney

By

Ron Pohl, Assistant City Attorney
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CITY OF TORRANCE
A Municipal Corporation

By

Frank Scotto, Mayor

DCH CALIFORNIA INVESTMENTS,
LLC, a California limited liability company

By:
Name: Billy F. B. Wong
Title: President
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Exhibit “A-17
2955 Premises
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Exhibit A-1

Parcel 55 of Official Map No. 2 in the City of Torrance, County of Los Angeles,
~ State of California, as shown on a map filed in Book 5, Pages 44 through 51
inclusive, of Official Maps, in the Office of the County Recorder of said County.
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75

DCH AUTO GROUP
AIRPORT LEASE

FD. SPK. & W. 2” BELQW

OF HWYS. SR73-264 PG. 0020
S4524'36"E, 1.50', USED FOR LINE

80’

|

NOT TO SCALE

2945 PACIFIC COAST HWY.

NO.] DELTA | RADIUS LENGTH | TANGENT
C27{00°13'18"[13950.001 53.97 26.99°
C28{90°16'03" 25 3)_9.39' 2512
C34|00°19°23"13800.00'| 77.81° 38.90°

PARCEL 23
13.17 AC.

COMMUNITY DEVELOPMENT DEPARTMENT
JEFFERY W. GIBSON
COMMUNITY DEVELOPMENT DIRECTOR

Cea vy

TT\AP—DCH~-AUTO(6/11/09)
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Exhibit “A-2”
2909 Premises



77

Parcel 57 of Official Map No. 2 in the City of Torrance, County of Los Angeles,

State of California, as shown on a map filed in Book 5, Pages 44 through 51
inclusive, of Official Maps, in the Office of the County Recorder of said County.

TS/cks2196
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DCH AUTO GROUP
AIRPORT LEASE

NO.{ DELTA | RADIUS LENGTH | TANGENT
C14]01'58°'37713950.00" 481.33" | 240.69°
AN C15]90°16'28" 25.00° 39.39’ 2512
C16|89°43'40" 25.000 39.14° 24.87
C17[01°58'20"13654.00°] 469.99' | 235.02'

PARCEL 23
13.17 AC.

4
PARCEL 58 4
3.26 AC. 7 \ o

NOT TO SCALE

2909 PACIFIC COAST HWY. COMMUNITY DEVELOPMENT DEPARTMENT

JEFFERY W. GIBSON
COMMUNITY DEVELOPMENT DIRECTOR

TT\AP_DCGMOTOR(7/7/09)




79

Exhibit “B”
Illustrative Plans
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Attachment B

RECORDING REQUESTED BY
AND WHEN RECORDED RETURN TO:

Manning, Leaver, Bruder & Berberich
5750 Wilshire Boulevard, Suite 655
Los Angeles, California 90036
Attention: Penny L. Reeves

MEMORANDUM OF LEASE

THIS MEMORANDUM OF LEASE (this "Memorandum") is entered into as of the
day of , 2009, by and between the City of Torrance, a municipal corporation
(the "City") and DCH California Investments, LLC, a California limited liability company
(“Lessee”).

1. Terms and Premises. The City leases to Lessee, and Lessee leases from the
City, certain premises (the "Premises") legally described in Exhibit A-1 and Exhibit A-2 attached
hereto pursuant to the provisions of that certain Amended and Restated Lease between the
parties hereto, dated , (the "Lease"). The provisions of the Lease
are incorporated herein.

2. Term. The initial term of the Lease shall commence on
(the “Commencement Date”) and unless sooner terminated pursuant to the terms of the Lease,
the initial term of the Lease shall expire on December 31, 2024 (the “Expiration Date”).

3. Renewal Term. Tenant shall have two (2) separate options to renew the Lease
for ten (10) years each.

3. Provisions Binding on Parties. The provisions of the Lease to be performed By
City or Lessee are intended to and shall bind or benefit the respective parties and their assigns
or successors, as applicable, at all times.

4, Purpose of Memorandum of Lease. This Memorandum is prepared solely for
purposes of recordation, and in no way modifies the provisions of the Lease.

5. Counterparts. This Agreement may be executed in separate counterparts, each
of which may be deemed an original, but all of which taken together shall be deemed to
constitute a single instrument, and shall become binding when such separate counterparts have
been executed and exchanged between the parties hereto.

[SIGNATURES ARE ON FOLLOWING PAGE]
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ATTEST:

Sue Herbers, City Clerk

APPROVED AS TO FORM:
John L. Fellows III
City Attorney

By
Ron Pohl, Assistant City Attorney

00258764.DOC

"Lessee”

DCH California Investments, LLC, a California
limited liability company

By:
Name: Billy F. B. Wong
Its: President

"City":

City of Torrance, a municipal corporation

By:
Frank Scotto, Mayor
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State of
County of )
On , before me, a notary public

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

I certify under PENALTY OF PERJURY under the laws of the State of that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature: (Seal)

State of

County of )

On , before me, ., anotary public

personally appeared ,

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

I certify under PENALTY OF PERJURY under the laws of the State of that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature: (Seal)

00258764.DOCC
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State of
County of )
On , before me, a notary public

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

I certify under PENALTY OF PERJURY under the laws of the State of that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature: (Seal)

State of

County of )

On , before me, a notary public

personally appeared ,

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

I certify under PENALTY OF PERJURY under the laws of the State of that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature: (Seal)

00258764.DOC
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Exhibit A-1

Parcel 55 of Official Map No. 2 in the City of Torrance, County of Los Angeles,
~ State of California, as shown on a map filed in Book 5, Pages 44 through 51
inclusive, of Official Maps, in the Office of the County Recorder of said County.

TS/cks2196
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DCH AUTO GROUP
AIRPORT LEASE

NO.{ DELTA RADIUS LENGTH | TANGENT

C27]00°13'18"13950.00" 53.97 26.99°

C28|9016'03" 25’ 39.39" | 2512
C34|0019°23"|13800.00°] 77.81" | 38.90°
PARCEL 23
13.17 AC.

FD. SPK. & W. 2" BELOW

OF HWYS. SR73-~264 PG. 0020
S45°24'36"E, 1.50", USED FOR LINE

%‘
S
NOT TO SCALE

JEFFERY W. GIBSON
COMMUNITY DEVELOPMENT DIRECTOR

2945 PACIFIC COAST HWY. COMMUNTTY DEVELPMENT DEFARTIENT

=3

TI\AP—DCH-AUTO(6/11/09)
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Exhibit A-2
Parcel 57 of Official Map No. 2 in the City of Torrance, County of Los Angeles,

State of California, as shown on a map filed in Book 5, Pages 44 through 51
inclusive, of Official Maps, in the Office of the County Recorder of said County.

TS/cks2196
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DCH AUTO GROUP
AIRPORT LEASE

NO.! DELTA | RADIUS | LENGTH | TANGENT
C1401°58'37"|13950.00'| 481.33" | 240.69’
AN C15190'16’28" 25.00° 39.39’ 25.12
C16189°43'40" 25.00° 39.14 24.87
C17]01°58'20"[13654.00"l 469.99" | 235.02

PARCEL 23
13.17 AC.

PARCEL 58 4
3.26 AC.

NOT TO SCALE

2909 PACIFIC COAST HWY. COMMUNITY DEVELOPMENT DEPARTMENT

JEFFERY W. GIBSON
COMMUNITY DEVELOPMENT DIRECTOR

TT\AP_DCGMOTOR(7/7/09)




