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APPROVAL OF FORM OF LEASE BETWEEN STATE AND
SAP INVESTMENTS, LIMITED PARTNERSHIP

LESSEE : SAP Investments, Limited Partnership
417 W. Allen Avenue, Suite 112
San Dimas, California 91773

For some time, staff has been negotiating terms for a new lease
with Pranav Investments (SAP Investments will be the State's
tenant under the proposed lease) for the construction and
operation of an approximate 150-room, hudget-class hotel on
3.44 acres of filled tidelands in the City of Burlingame, San
Mateo County. This site, along with an additional 5.36 acres
of vacant land, is currently leased to First South Savings
fssociation, Houston, Texas (leases PRC 6504, 6505, and 6506).
fis part of this transaction, it is proposed that Pranav
Investments will purchase First South's leaseholds whereupon
the existing leases will be terminated and the State will issue
2 new lease to Pranav for the 3.44-acre site. A separate
lease, yet to be negotiated, will be issued for the remaining
site.

The City of Burlingame is currently preparing an environmental
document for the hotel project. It is anticipated that the
City will certify the environmental document and apprcve the
project sometime this spring. In anticipation of project
approval, Pranav has requested staff to present for approval by
the Commission the form of lease that would be used should the
Commission approve the project at a later date. The .approval
of the form of lease requested by Pranav would not constitute
authorization to issue a lease, nor a commitment to authorize
issuance of a lease, which cannot be granted unless and until
the Commission has fully complied with the provisions of the
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Pranav understands that,
lease at this time,
deliberations when the devel
Commission later this year.

Because the ¢

this project,

environmental document.
Commission may,

mitigation as le ,
staff or included in the enviro

Because of the nature of this pProject, in terms of land use and
potential revenue Production, staff has deviated substantially
from the Commission's standard form of lease. ff has
negotiated a form of lease that incorporates Current commercial

lease practice. The proposed lease, attached heretc as
Exhibit "B", consists of the Following major provisions:

AREA, TVYPE LAND AND LOCATION:
Approximately 3.44 acres of filled tidelands
zoned waterfront commercial along San Francisc¢o
Bay in the City of Burlingame, San Mateo County.

LAND USE: 150~-room, budget-class hotel (no hotel
restaurant) and some small hotel toncessions,

TERMS OF PROPOSED LEASE:
Initial period: Forty-nine (49) years
beginning the date of
execution by the State,

Ment: Minimum $1,000 Per month
until January 1, 1992;
thereafter, $3,500 per month
for the next Five vears;
thereafter, no lass than
$5,900 per month,

Percentage Beginning January 1, 1997:
Rental: Years 01-04 - 4.25% gross
receipts
Years 05-09 - 5.00% gross
receipts
Years 10-14 - 5.50% gross
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receipts

6.00% gross
receipts

Years 15-19 _

Years 20 to
end of term - 6.50% gross
receipts
Sublease
revenue: 10% sublease
revenue
General liability insurance: $3,000, 000
comprehensive, Covering all

facats of businesg activity.

Performance Deposit: $20, 000 initially;
thereafter, increased by
$250,000 when construction
begins; not to be less than
$75,000 or the minimum rental
amount, whichever ig greater,
after completion of the hotel
construction,

Performance and Labor Bonds: Lessee is acting
as construction manager,
Bonds will be obtained by
subcontractors for all labor
and work Provided,

Principal witho
Pre-approves subleases fop small hotel
concessions, Q411 other assignments and
encumbrancing requires State approval,
agrees to encumbrancing of leasehold,

State

State is to share in appreciated
value upon sale,
refinancing after

leasehold
majority sublease, gp

the first ten Years.,

N/A.

INFORMATION:

1. Staff has advised Pranay Investments that
it will not tonsider dividing the property
as proposed, unless and until all the
Property is proposed for development and
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new leaseholds negotiated. Mr. Pranav has
advised staff that it is concluding an
agreement in principal with First South
Savings for the additional property and
will begin the planning and lease
renegotiation process scon. The additional
property will also be devoted to hotel use.

Pursuant to the Commission's delegation of
authority and the State CEQA Guidelines
(14 Cal. Code Regs. 15061), the staff has
determined that this activity is exempt
from the requirements of the because the
activity is not a "project" as defined by
CEQA and the State CEQA Guidelines.

Authority: P.R.C. 21065 and 14 Cal. Code
Regs. 15378.

EXHIBLTS: A. Site Map.

B. Lease Form.

IT IS RECOMMENDED THAT THE COMMISSION:

1.

FIND THAT THE ACTIVITY IS EXEMPT FROM THE REQUIREMENTS OF
THE CEQA PURSUANT TO 14 CAL. CODE REGS. 15061 BECAUSE THE
ACTIVITY IS NOT A PROJECT AS DEFINED BY P.R.C. 21065 AND
14 CAL. CODE REGS. 15378.

APPROVE, AS TO FORM ONLY, THE PROPOSED LEASE, AS CONTAINED
IN EXHIBIT "B", BETWEEN THE COMMISSION ANC SAP INVESTMENTS.
THIS APPROVAL DOES NOT CONSTITUTE AUTHORIZATION TO ISSUE
ANY LEASE, NOR DOES IT CONSTITUTE A COMMITMENT TO AUTHORIZE
THE ISSUANCE OF ANY LEASE, OF STATE-OWNED LANDS FOR THE
PROPOSED PROJECT. R

DECLARE THAT APPROVAL OF THE LEASE FORM HEREIN SHALL IN NO
WAY, PREJUDICE OR OTHERWISE, AFFECT THE COMMISSION'S FUTURE
DELIBERATIONS AND DECISION RELATIVE TO THE PROPOSED HOTEL
PROJECT AND THE REQUIREMENT TO INCLUDE MITIGATION, IF
NECESSARY, AS A CONDITION OF PROJECT APPROUVAL.
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Term e v e e 4,
Possession at Expiration of Lease
Right to Succeeding lLease

Use of Property . . .

Rental

Penzalty and Iunterest

Performance Deposit .

Books, Records and Reports

Standards of Service; Ratas
Condition of Property . . . . .
Construction of Improvements by
Performance and Labor Bonds .
Maintenance, Repairs and Alterations
Fire Insurance

Damage or Destruction of Improvements

Hold Harmless Agreement and Liability

No Liens

Assignment and Subletting
Encumbrancing . . . . .
Default and Remedies
Arbitration Applicability
Taxes and Aggessments
Utilities .

Hazardous Substances
Surrender and Holding-Over

Waivers . . . . .
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Agent for Service of Process
ade Names ., .
Disposal of Garbage
Fumes and odors . .
Extensions of Tims
Successors
Time of Essence .
Quiet Possession
Eminent Domain
Joint and Several
Forfeitures . .
Conservation
Discrimination
Residential Use
‘ZReservations
Me Warranty of Titles,
Entire Agreement
Notice
Quitclaim ., ., .,
Egtoppel Certificate
Consents ang Approvalsa
Short Form Memorandum ,
Conditions Subsequent . .
Lessor's Cooperation in Development
Subordination of Lessor's Right
Severability

Governing Law , ,
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STATE -OF CALIFORNIA
STATE LANDS COMMISSION

RECORDED AT THE REQUEST OF
State of California
State Lands Commission
Document entitled to free
recordation pursuant to
Government Code Section 27583.

WHEH RBCORDED HAIL TO
state Lande Commission
1807 ~ 13th Street
Sacramento, California
Attention: Title Unit

TBE STATE OF CALIFORYIa, hereinafter referred to as lLessor acting by and
thrcugh the STATE L2ADS COMMISSION (1807 13th Street, Sacramento, California
95814), pursuant to6 Division 6 of the Public Resources Code and Title 2,
Division 3 of the California Code of Regulations, and for consideration
specified in this Lease, does hereby lease, demise and let to:

SAP INVESTMENTS, LIMITED PARTNERSEIP
417 W ALLEN AVENUE

SUITE 112

SAN DIMAS, CALIFORNIA 91773

hereinafter referred to as Lessee;

those certain lands described in Exhibit ®A" and shown for illustrative
purposes on Exhibit "B", (sometimes referred to as Lease Premises or as the
Property) both attached hereto and incorporated herein by reference subject
to the reservations, terms, covenants and conditions of this Lease.

1. Term. Subject to the provisions of this Lease the term of this Lease
shall be forty nine (49) years commencing January 1, 1920 and continuing
through and including December 31, 2038 unless sooner terminated as
provided herein.

2. Possessiocn a3t Expiration of ILease.

CALENDAR PAGE -,
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termination of this Lease, Lessor upon written notice may take title to
any or all improvements, or Lessor may require Lessee to remove all or
any such improvements at its sole expense and risk; or Lessor may itself
remove or have removed all or any portion of such improvements at
Lessee's sole expense. Lessee shall deliver to Lessor such
documentation as may be necessary to convey title to such improvements
to Lessor free and c¢lear of anv liens, mortgages, loans or any other
encumbrances.

2.1 In removing any such improvements Lessee shall restore the
Lease Premises as nsarly as possible to the conditions existing prior
to their installation or construction.

2.2 All such removal and restoration shall be to the satisfaction
of Lessor and shall be completed within ninety (90) days after the
expiration or sooner termination of this Lease.

2.3 In removing any or all the improvements Lessee shall be
required to obtain any permits or other governmental approvals as may
then be required by lawful authority.

2.4 Lessor may at any time during the lease term require Lessee
to conduct at its own expense and by a ccntractor appreved by Lessor an
independent environmental site assessment or inspection for the presence
or suspected presence of hazardous wastes, substances or materials as
defined under federal, state or local law, regulation ox ordinance
manufactured, generated, used, placed, disposed, stored or transported
on the Lease Fremises during the term of the Lease. Lessee shall be
responsikle for removing or taking other appropriate remedial action
regarding such wastes, substances or materials in accordance with
applicable federal, state or lccal law regulation or ordinance.

2.5 Lessee, to the extent provided by existina law, shall not be
responsible for such wastes, substances or materials placed on the
prenises prior to the keginning date of this Lease.

CALENDAR PAGE:
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3.1 If the State desires to lease the Property and improvements there

for use as a hotel after the expiration of the lease term as set forth
herein, the State shall notify Lessee in writing not less than thirty-
six (36) months prior to the expiration of the term of this lLease and
shall set forth in such written notice (®¥State's Motice") all of the
ternms and conditions, as determined by the State in its sole discretion,
upon which the State will lease the Property and improvements thereon
for use as a hotel. Such written notice shall constitute an offer (the
"0ffer™) by the State to lease the Property and improvement- thereon to
Lessz2e on the. terms set forth therein. Lessee shall have one hunared
eighty (180) idays after receipt of the State's Notice in which to accept
the Offer to lease the Property and improvements on the terms and
conditions st forth in the State's Notice. Such acceptance shall be
of no force or affect if there are any outstanding notices of default
which remain uncured. If Lessee notifies State in writing within such
180~day period that it accepts the State's Offér to lease the Property
and improvements thereon, then the State and Lessee shall enter into
Lease on all the terms and conditions set forth in State's Notice &
the term of such Lease shall commence immediately upon the expiration
of the term of this Lease. If Lessee does not so notify the State
within said 180~day periocd, then Lessee shall be deemed to have rejected
the Offer set forth in State's Notice. The right of Lessee to rezlease
the Property and improvements thereon pursuant this paragraph 3.1 shall
be available to Lessee, if at all, only once and shall terminate upon
the expiration of this Lease.

3.2 Upon rejection by lessee of State's Offer, the State may not,
except as set forth in the following sentence, lease the Property and
improvements thereon to any third person or entity for use as a hotel
after the expiration of the term of this Iease if the terms and
conditions of such proposed lease, or any of them, are more favorable
to the prospective lescee than the terms and conditions offered to
Lessee in the State's Notice. The State may lease the Proyzity and
improvements thereon for use as a hetel after the expiration of the term
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of this Lease on terms  and conditions which are more favorable to the
prospective lessee than the terms and conditions offered to Lessee in
State's Notice only if the State does so as the result of offering the
Property and improvements thereon to the public through a competitive
bid or prcposal procedure and the terms and conditions of such lease
constitute the bid or proposal selacted by the State in connection with
such procedure. In the event the State elects to conduct such
procedures from time to time, ILnssee shall be permitted to submit bids
or proposals to the State as part of such procedure on the same basis
as all other interested persons or entities and Lessee's bids or
proposals shall be considered by the State without preference or
prejudice, upon the same basis as all other bids and proposals submitted
to the State.

3.3 If the State does not make and Lessee does not receive State's
Offer to lease the Property and improvements thereon for use as a hotel
within the time period set forth in subparagraph 3.2, and in compliance
with the other provisions of subparagraph 3.2, then the State shall not
lease the Property and the improvements thereon to any third person or
entity after expiration of the term of this Lease for use as a hotel
without first offering the Property and improvements thereon to Lessee

on the terms and conditions of such proposed lease and providing Lessee
with 2 reasonable opportunity to accept such offer and the provisions
of this subparagraph 3.3 shall survive the expiration of the original
term of this Lease as set forth in paragraph 1 until they are complied
with.

3.4 The provisions of Paragraphs 3.1, 3.2, and 3.3 are intended to be
severable from the provisions of this Lease regarding the term of this
Lease to the extent severance is required pursuant to any provision of
paragraph 53 cf this Lease.

Use of Property.

4.1 Lessee agrees that at all times during the term of this Lease, it

—f -
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shall continuously use the Property for the planning, constructio
establishment, maintenance and operation of a "budget-class", hig
gquality, hotel complex, in conformity with the terms and conditions of
this Lease, and consisting of the following: (1) an approximately 150-
rocom guest hotel with suitable amenities; (2) off-street parking
facilities; and (3) uses incidental to the uses set forth in (1) and
(2) . lLessee agrees that in no event shall any quest hotel room be used
as a place of permanent residence by any person or for condominiums or
time-share purpcses. Lessee shall not cease to use the Property for any
of the purposes set forth in (1) through (3) except with the prior
written consent of the State, or unless and only so long as prevented
from such uses by fire, earthquake, war strike or other cause beyond
Lessee's control.

4.2 Lessee shall not use or permit the Property or any part thereof,
the be used in whole or in part for a&any purpose other than as
hareinbefore set forth except with the prior written consent of the
State, ner for any use known by Lessee to be in violation of any present
or future laws, ordinances, general rules or regulations at any ti
applicable thereto of any public or governmental authority, relating to
sanitation or the public health, safety or welfare and Lessee hereby
expressly agrees at all times during the term of this Lease, at its own
cost, to maintain and operate the Property in a clean, wholesome and
sanitary condition, and lLessee shall at all times and at no cost or
expense to the State faithfully obey and comply with all present and
future laws, rules and regulations applicable thereto adopted by
federal, state, local or other governmental bodies or departments or
officers thereof.

4.3 Lessee understands and agrees that a necessary condition for the
granting and continued existence of this Lease is the requirenment that
Lessee obtain and maintain all permits or other entitlements for use as
may be required by lawful authorities.
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5.1 Interim Rental -- From the effective date of this Lease, until
December 31, 1991, the Lessee shall pay to Lessor, in advance, without
demand, in lawful money of the United States of America, the sum of one
thousand dollars ($1,000) per month.

5.2 Commencing January 1, 1592 and continuing for the next five (5)
years of the Lease term thereafter, the rental shall be forty two
thousand dollars ($42,000) per anmmm payable monthly, in advance,
without demand in lawful money of the United States of America, at the
rate of three thousand five hundred dellars ($3,500) per month.

5.3 Commencing January 1, 1997 and continuing thereafter throughout
the remainder of the Lease term, the minimum annual rental shall be an
amount equal to -seventy percent (70%) of the average total yearly rent
paid during the previous five (5) lease year period, payable monthly,
without demand, in lawful money of the United States of Aanmerica,
provided however, that in no event shall the minimum annual rental be

less than seventy thousand eight hundred dollars ($70,800).

5.4 Percentage Rental/Gross Receipts -~ Beginning January 1, 1997, in
addition to the minimuw annual rental, Lessee shall pay, on a monthly
basis, the amount by which the total of the following percentages of
Gross Receipts exceeds the monthly installment of minimum rental then
due according to the following schedule:

PERICD PERCENTAGE OF GROSS
RECEIPTS/CATEGORY
Jan. Dec. 31, 2000 4.25% room rentals
Jan. Dec. 31, 2005 5.00% room rentals
Jan. Dec. 31, 2010 5.50% room rentals
Jan. Dec. 31, 2015 6.00% room rerntals
Jan. end of Lease Term 6.50% room rentals
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Jan. 1, 1997 - end of Lease Term 10% sublease and concess
revenues

The minimum meonthly rental due for the month of January 1997 and
successive months together with any percentage rental due for that month
and each successive month during the remainder of the term of this Lease
shall be due and payable to Lessor on or before the 25th day of
February, 1997 and the 25th day of each successive month thereafter
during the remainder of the Lease term. For example: If the minimum
rental for January, 1997 is $5,900 and Lessee earned JJross hotel
revenues of $305,000 for that month; then Lessee would cowe lLessocr rental
in the amount of $12,750 for the month ($300,000 X 4.25% = $12,750,
which amount is greater than the minimum rental for the month) due and
payable on February 25, 1997 and similarly for each month thereafter.

5.5 Percentage Rental/Gross Receipts Defined.

Gross Receipts means the gross income derived, received, or charged
Lessee or any sublessee, subtenant, concessionaire, licensee or
other person, partnership, firm or corporation (hereinafter subtenant),
operating subject to this Lease for the rental of hotel rooms and
facilities, for sales, charges for services, for the use of space made
in or on the Property, or from any and all sources of income derived in
whole or in part from any business transacted in, at or f£rom the
Property both for cash and on credit, whether or not payment is
actually made. Deducted from such sales shall be refunds actually made
to customers. Gross Receipts shall also include the fair market value
of any consideration received by Lessee or any subtenant in addition to
or in lieu of cash for any such sale and all revenues derived from the
operation of all parking facilities. Provided, however, that the term
"Gross Receipts' shall not include:

5.5.1 any sales, excise, room, transaction, privilege, luxury,
gross receipts, admission, cabaret or any other similar taxes or
charges hereafter imposed by any govermmental taxing authorities

®
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charged or ceollected by Lessee or a subtenant;

5.5.2 receipts from the sale of Lessee's or a subtenant's used
furniture, fixtures and equipment; '

5.5.3 interest, dividends or other income derived from any sumns
or property held for investment;

5.5.4 the proceeds received from any taking by eminent domain
or transfer in lieu thereof of any portion of the Property;

5.5.5 the proceeds of any insurance policy with the exception
of business interruption insurance;

5.5.6 gratuities such as "tips" which Lassee or subtenant is
obligated to pay over to employees or which are retained by
employees for their personal benefit; Lessor acknowledges that
Lessee may, in its sole discretion provide goods and services
(e.g., meals and cocktails) in connection with the operation of
the Hotel either for no charge or at less than market rates and
that only the amount actually charged by Lessee in such cases shall
be included within the definition of Gross Recéipts. Bad debt
losses shall not be deducted from Gross Receipts.

5.5.7 Any sums collected directly from hotel patrons or guests
as part of the billing for the rental of rooms in the hotel or
otherwise, received only in direct reimbursement of sums paid by
Lessee for services rendered or goods provided by third parties to
hotel patrons ( and specifically telephone charges, room services
provided by independent contractors, independent contractor
deliveries, catering services for bangquet and meeting facilities)
{but including in Gross Receipts any hotel profit or override on
any such due third parties).

5.5.8 Trade discounts offered to travel agents for room
bookings.

Any dispute between the State and Lessee as to whether a particular
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to the provisions of this paragraph five 5 shall be submitted
Arbitration pursuant to the provisions of paragraph 21 herein.

6. Penalty and Interest. Any rental or other sum that remains due and
unpaid under the terms of this Lease for a period of ten (10) days after it
hecomes due and payakle shall be subject to a penalty for violation of this
Lease and for damages, equal to five (5) percent of said rental payment or
other sum and shall bear interest as specified in Public Resources Code
Section 6224 until said rental and said other sums have been received by the
State. The State shall apply any monies received from Lessee first to any
accrued penalty and interest charges and then to any other rental or other
sums then due. The penalty and interest charges provided by this

paragraph are in addition to all other remedies that the State may have that
are provided by this Lease or otherwise by law to enforce payment of any
rental or other sum that has become due and has not been paid.

7. Performance Depogit.,

7.1 On or before the effective date of this lLease, Lessee shall
provide the State with, and at all times thereafter maintain, a
performance deposit in the initial amount of $20,000. Beginning &anuary
1, 1992 and for each year thereafter, Lessee shall wmaintain a
performance deposit in an amount equal to $75,000. !

7.2 Prior to the commencement of any construction work, Lessee
shall provide the State with an additional performance deposit in the
amount of $250,000 partially guaranteeing the construction of the
improvements authorized by this Lease. The performance deposit set
forth in this subparagraph shall no longer be requirad when the hotel
has been completed and a finali certificate of occupancy has been issued
by the City of Burlingame.

7.3 The performance deposit(s) may take one of the forms set out
below or some other form acceptable to the Lessor, and shall guarantee
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Lessee's full and faithful performance of all the terms, covenants,
conditions of this Lease:

7.3.1 Cash.

7.3.2 A renewzble Time Certificate of Daposit from a financial
institution authorized to do business in the State of
California wherein the principal sum is made payable to
State or order. Both the financial institution and the
form of the certificate must be approved by State.

A Bond issued by a responsible surety company authurized
to do business in California, provided:

7.3.3.1 the Bond is automatically reﬁéwable and alteration
or termination of Bond sha’l first require thirty
(30) days prior written notice teo State;

the Bond shall guarantee payment .in cash to State
of the security deposit amount upon receipt of
written demand froam Lessor.

7.4 Regardless of the form in which Lessee elects to make said
security deposit, all or any portion of the principal sum shall be
available unconditionally to State for correcting any default or breach
of this Lease by Lessee, his successors or assigns or for payment of
expenses incurred by State as a result of the failure of Lessee, his
successors or assigns, to faithfully perform all the terms, covenants,
and conditions of this Lease.

7.5 Should Lessee elect to assign or provide a Time Certificate
of Deposit to fulfill the security deposit requirements of this Lease,
the agreement entered into by Lessee with a financial institution to
establish the deposit necessary to permit assignment or issuance of a
certificate may allow the payment to Lessee or order of interest

-10-
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accruing on account of said deposit.

7.6 If at any time during the term of this Lease, any rent or any
other sum payable to State shall be overdue and unpaid, State may, at
State's option, apply any portion of this security deposit to the
paynent of any overdue rent or any other sums due and payable to State
under this Lease.

7.7 Should the entire security deposit or any portion thereof, be
appropriated and applied by State for the payment of overdue rent or any
such other sum due and payable to State by Lessee, then Lessee shalil
within thirty (30) days after written demand by State restore said
security deposit with the regquired amount.

7.8 Lessee shall maintain the required security deposit throughout
the Lease term. Failure to do so shall be deemed a default and shall
be grounds for immediate termination of this Lease.

7.9 The security deposit shall be rebated, reassigned, releas

or endorsed to Lessee or order, as applicable, at the end of the Lease
term, provided Lessee is not then in default and has performed its
obligations required to be performed upon termination of this Lease.
Interest on the security deposit required hereunder shall accrue for the
benefit of Lessee and shall be made available to lLessee from timz to
time except as the same is required to remedy or cure any dJdefault of
Lessee; provided, however, that if the security deposit is given in the
form of cash then Lessee shall not be entitled to any interest thereon.

8. Books, Records and Reports.

8.1 Commencing twenty~five (25) days after the close of the
calendar month in which the hotel opens for business and within twenty-
five (25) days after the close of each calendar month thereafter Lessee
shall render to the State, an account of its business transactions
during the preceding month in connection with the property, setting

-11-
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forth in particular its Gross Receipts. Lessee shall keep true and
accurate books and records showing all its business transactions in
connection with the Property. The State shall have the right, through
its representatives and at all reasonable times, to inspect or audit
such books and records, including State of California sales tax return
records at lLessee's offices. Lessee hereby agrecs to make such books
and records available to the State or its authorized representatives at
Lessee's offices upon request. If Lessee's books and records, or any of
them, are not located in the State of California, Lessee shall pay to
the State the reasonable and necessary costs incurred by the State in
traveling out of state to inspect the books and records, including but
not limited to travel, lodging and subsistence costs.

8.2 For each calendar year of this Lease, Lessee shall furnish a
written statement directed to the State prepared by the Lessee's chief
financial officer certifying that to the best of his knowledge, the
rental payments, both minimum and percentage rental, made by Lessee to
the State during the preceding calendar year pursuant to the Lease, have
been made in accordance with the terms of this Lease and that all
revenues upon winich such payments, deposits and expenditures are based
have been properly reported ané considered in making such rental
payments, deposits and expenditures. Such statements shall also contain
a list of the revenues by mconth as shown upon the books and records of
the Lessee and which were used to compute the rental payments made to
the State during the period covered by the statement. Such statement
shall be submitted to the State by Lessee not later than ninety (90)
days after the end of each such Lease year. Such statement by Lessee's
chief financial officer shall contain a statement that such information
is accurate under penalty of perjury.

8.3 Lessor reserves the right to require Lessee to furnish a
written statement directed to Lessor prepared by an independent
certified public accountant, wherein the certified public accountant
shall certify whether rental payments, both minimum and percentage
rental, made by Lessee to the State during the period reported have been

-1l2-
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made in accordance with the terms of this Lease and whether all reven
upon which such pay=ents are based have been properly reported
considered in making such rental payments.

ds_ o e

9.1 Lessee shall construct, furnish, maintazin and operate saig
hotel, appropriate amenities and parking facilitias, and provide all
other services and facilities offered in connection theréwith, in a
first~class manner and shall furnish and maintain a standard of service
at least equal to that of the better class of similar businesses
providing similar services and facilities in the City of Burlingame and
adjacent communities during the entire term of this Lease at reasonable
prices comparable to those prevailing for similar services and
facilities in said area -and without discrimination. The State shall
have reasonable access toc and the right to inspect all reom rates,
rental schedules, parking facility rates and rentals, menus, 1lists,
portions and schedules of rates or prices for services and facilities
performed or provided upon the Property. '

9.2 The State and Lessee hereby acknowledge and agree that it is
to the mutual benefit of the State and Lessee that any rate or price
charged by Lessee be not unreasonable nor inappropriate for the services
rendered, the product sold, or the facility provided, and that any
portion or portions of the product offered by Lessee to the public be
not inadequate in size or quantity nor deficient in cuality; provided
however, lLessee reserves the right in its sole discretion, which shall
be reasonably exercised, to charge or parmit the charge of rates and
prices and to sell or permit the sale of goods and services at either
ne charge or less than market rates.

9.3 Lessee shall keep said notel, and ancillary facilities open
for business seven (7) days per week and provide services there during
such hours of each day as is customary for similar hotéels in the
Burlingame area.
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0. Condjtion cf Property. The taking of possession of the Property by
Lessee shall in itself coastitute acknowledgement that said Property is in
good and tenantable condition. Lessee agrees to accept said Property in its
then existing condition, "as; is", =..l that fhe State shall not be obligated
o make any improvementz, alterations or additions thereto. Lessee
acknowledges that it has made a sufficient investigation of the conditions
of the property existing immediately prior to the execution of this Lease (or
will make such investigation pursuant to Paragraph 50), including without
limitation the condition of the soil, and underground water pressure and is
satisfied (or will be satisfied pursuant to Paragraph 50) that said Property
will safely and feasibly support the type of improvements to be maintained
by Lessee upon said Property.

11. Construction of Impyrovements by lessee.

11.3 No structures, improvements or facilities shall be
constructed, evected or prade within the Property without the prior
written consent of the State which shall not be unreasonably withheld
or delayed. &All such structures, improvements and facilities. shall be
constructed in strict compliance with detailed plans 2nd specifications
approved by the responsible government agencies in accordance with good
engineering practice.

11.2 Lessee acknowledges that the Hotel covered by this Lease is
one part of an overall planned development of State Pa:cels 6, 7, 8,
and 14 of the Anza Airport subdivision. Therefora the design of each
structure wi:hin this development, inc¢luding the Hotel, the landscaping,
and surround ing paving, should be coordinated so that their overall
appearance is harmonicus and compl@mentary. 7o achieve this goal all
site plans, exterior architectural design drawings, landscaping and
paving plans shall be submitted by lessee to the State for its approval
or disapproval at least sixty (60) days prior to the beginning of
construction. The State shall have thirty (30) days after recesipt of
Lessee's architectural design drawings in which to approve or disapprove
them, provided, hcwever, that such disapproval shall not be

|caLennag PaGE 4.8
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unreasonable. If after thirty (30) days the State has neither appro
or disapproved the aforementioned architectural design drawings, thé&:
they shall be desemed approved.

1.3 Lessee shall proceed with due diligence to obtain all
necessary permits and shall begin construction within sixty (60) days
of receipt of all non-appealable entitlement permits and satisfaction
of all contingencies as set forth in paragraph 50 hereof. 1In any event
Lessee must have substantially commenced construction on the Lease
Premiges no later than July 1, 1991. Substantially commenced
construction shall mean that all foundation work must be completed and
passed inspection by local governmental authority. All improvenents
must be completed and the Hotel and related facilities open for business
within twenty four (24) months of the beginning of construction subject
to delays as a result of force majeure or other causes beyond Lessee's
control. Lessse's failure to substantially commence construction and
complete the improvements as provided in this paragraph 11 shall
constitute a default of the Lease terms and conditions and shall be
subject to the remedies available to Lessor as provided in paragraph
and at law, including termination of this Lease. The period of time for
Lessee to commence construction shall be axtended in the event Lessee
is prevented from commencing construction due to litigation brought by
Jin Jiang Restaurant Corp., Ltd. concerning a purported thirty~five foot
height restriction effecting the Lease Premises.

11.4 On the first day of each month after the effective date of
this Lease and continuing until construction of the hotel begins Lessee
shall provide Lessor with a report detailing lLessee's efforts in
obtaining all required permits or other entitlements for use, financing,
environmental clearance, architectural and landscaping design drawings,
soils analysis, bidding and contracting for hotel construction and any
other information that may be reasonably requested by Lessor.

From and after the date that construction begins on the hotel and
continuing until the final certificate of occupancy is issued by the
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City of Burlingame Lessee shall provide Lessor with a monthly report
which describes construction progress to date including percentage

completion, tenant purchases of materials and supplies,
contractor/vendor progress payments to date, payables, liens
filed/withdrawn, claims filed, accidents on the premises; city
inspection reports, status of construction loan, estimated completion
date asnd any other information that may be reasonably requested by
Lessor.

11.5 All improvemerdts constructed 'on the Property by Lessee shall
be at Lessee's sole expense. Lessee shall diligentiy prosecute to
completion the construction of the inprovements including the
installation of all necessary furniture, fixtures and equipment and
complete landscaping.

11.6 Lessee. shall within one bundred ninety (190) days of
completion of said improvements submit to the State a detailed report
of Lessee's expenditures for said improvements, squipment,; furnishing
and trade fixtures, and it is hereby understood and agreed that the
State shall have the right, through its representatives and at all
reasonable times, to inspect Lessee's books.

12. Performsnce and Labor Bonds. Prior to the commencement of any

construction work hereunder, Lessee, or its contractor, at its own expense,
shall furnish to Lessor a bond(s) as follows:

12.2 A surety bond issued by a surety company licensed to transact
business in the State of California and satisfactory to the State with
Lessee's contractor or contractors, as principals, in a sum not less
than one hundred percent (1.00%) of the total estimated cecst of the labor
contract or contracts for the construction work, guaranteeing the
payment for the labor done thereon of any kind whatsocever and protecting
the State from any liability, losses or damages arising therefrom.
Lessor will not require any bond for contracts which do not exceed fifty
thousand dollars ($50,000.00).

-16-
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12.2 Prior to the commencement of construction on the Led
Premises Lestee shall provide Lessor with evidence that lessee has
financing (including equity and/or loan funds) covering 100% of tle
estimated costs of constructing and completing the hotel project. 1In
the event loaned funds are used to finance construction of the hotel
project Lessee shall have obtained Lessor's approval pursuant to
paragraphs #18 and #19 of <this Lease prior to commencement of
construction.

Maintenance, Repairs and Alterations.

13.1 Lessee, at its expense, shall perform all maintenance; repairs
and alterations, including all painting and maintenance of landscaping,
necessary to keep the Property and all improvements therein in
first-class order, repair and condition thrsughout the term of this
Lease. In addition, Lessee shall maintain, at its expense, all
equipment, furnishings and trade fixtures upon the Property required for
the mainténance and operation of a first-class business of the type :
be conducted pursuant to Paragraph 4 hereof. Lessee waives the right
to make repairs at the expense of the State and the benefit of the
provisions of sections 1941 and 1942 of the Civil Code of California
relating thereto; and further agrees that if and when any repairs,
alterations, additions or betterments shall be made by it as in this
paragraph provided, it promptly shall pay for all 1labor done or
materials furnished in that behalf and shall keep said Property and
Lessee's possessory interest therein free and clear of any lien or
encunmbrance of any kind whatsoever, subject to Lessee's right to contest
the validity of any lien as provided in Paragraph 17 of this Lease.
Should Lessee fail to make any repairs or perform any maintenance work
for which it is liable, the State shall have the option to make the
same, and Lessee shall immediately reimburse the State for the cost
thereof, including the State's administrative overhead. The making of
such repairs or performance of maintenance by the State shall in no
event be construed as a waiver of the duty of Lessee to make repairs or
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perform maincenance as herein provided.

13.2 Lessee agrees to be responsible for and maintain the rip-rap
located along the Property in order to prevent damage to the Property.

13.3 Lessee may make alterations, additions, or betterments to the
Hotel only after securing the necessary governmental permits. Lessee
may not make alterations, additions or betterments that require
significant structural or architectural changes or additions to the
improvements on the Property, or which will cost more than Five Hundred
Thousand Dollars ($500,000), without first obtaining approval from the
State, which shall not be unreasonably withheld or delayed.

13.4 Lessee agrees that it shall institute a quality assurance
program and keep reserves sufficient to maintain the Property in a
first-~class order. Lessee shall deliver to the State copies of all
inspection reports and documents describing remedial work made and
carried out in connection with Lessee's quality assurance progran.

13.5 wFirst-class order" and "first-class business, " as those terms
are used herein, shall mean the maintenance, repair, renovation or
replacement of buildings, equipment, furniture, fixtures, landscaping
and appurtenances necessary to keep the Property in efficient and
attractive condition, at least substantially equal in quality to that
condition originally represented by the improvements aprroved by the
State and provided by Lessee. The State and Lessee do not intend by the
immediately preceding sentence that a property iter is not first-class
merely because of ordinary and reasonable wear and tear that does not
materially and substantially reduce the attractiveness or utility of the
item. Said terms also require that Lessee employ Lessee's best efforts
to operate or cause to be cperated the business conducted on the
Property in a manner that will produce at all times the maximum volume
of Gross Receipts.

13.6 Lessee shall include in each monthly report of its Gross
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Receipts required by this Lease, a detailed statement of the renovatig
and replacements made during the month covered by the report and
amount of expenditures therefor. )

14.1 Lessee shall and hereby agrees to maintain, at its own cost
and expense, during the entire term of this Lease, a policy or policies
of insurance against loss or damage by fire with extended coverage
endorsemer” 3 covering all buildings and improvements placed or erected
upon the property in an amount equal to one hundred percent (100%) of
the full replacement cost of all such buildings and improvements. The

state will be named as an insured and loss payee on all such policies.

14.2 During any time that a leasehold mortgage is in effect with
respect to the Propurty, such policy cr policies shall name the Lessee,
the State and the mortgagee as insureds as their interest may appear.
Losses shall be adjusted with the State and Lessee jointly and, if
required by the State, Lessee and the leasehold mortgagee jeintly,

the proceeds thereof shall be payable to the State, or if the leasehold
mortgagee so requires, to the leasehold mortgagee, or to a bank or trust
company selected by the leasehold mortgagee. In any event such proceeds
shall ke held by the State, or the leasehold mortgagee, as the case may
be, as trust funds to be used for the purpose of restoring the
buildings, facilities and improvements damaged by fire or other
casuaity, and shall be made available to the Lessee from time to time
as Lessee proceeds with the necessary restoration as provided in
Paragraph 15 herecf.

14.3 A certificate evidencing such insurance coverage shall be
£filed with the State upon the commencement of the term of this Lease,
and said certificate shall provide that such insurance coverage will
not be cuncelled or reduced without at least thirty (30) days prior
written notice to the State. At least thirty (30) days priocr to the
expiration of any such policy, a certificate showing that such insurance
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coverage has been renewed shall be filed with the State. If such
coverage is cancelled or reduced, Lessee shall, within fifteen (15) days
after receipt of written notice from the State of such cancellation or
reduction in coverage, but in no event later than the effective date of
cancellation or reduction, file with the State a certificate showing
that the required insurance has been reinstated or provided through
another insurance company or companies. On failure to so file such
certificate, the State may without further notice proceed to obtain the
required insurance at Lessee's expense and Lessee chall pay to the State
the State's cost of procurement of such insurance upon receipt of
billing from the State for said <ost.

14.4 Lessee shall also carry course of construction insurance, at
its own cost and expense, at all times during construction of
improvements, and provide to the State prior to commencement of
construction a certificate evidencing the sane.

14.5 Lessee shall and hereby agrees to maintain, at Lessee's own
cost and expense, during the entire term of this lLease a policy or
policies of insurance against loss or damage by fire with extended
coverage endorsements upon all of its <furnishings, fixtures and
equipment located in and upon the Property to the full amount of the
replacement value thereof. A certificate or certificates evidencing
such insurance coverage shall be filed with the State prior to the
commencement of the term of this Lease, and said certificate or
certificates shall provide that such insurance coverage will not be
cancelled or reduced without at least thirty (30) days prior written
notice to the State. Lessee agrees that the policy or policies of
insurance that Lessee procures and maintains pursuant to this paragraph
14 may be part of Lesses's blanket coverage and shall contain a waiver
by the insurer of all rights of subrogation against the State, and
Lessee hereby releases the State from any loss covered by Lessee's
insurance.

14.6 Lessee shall carry business interruption insurance in an
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amount sufficient to pay the minimum annual rent due during the per
of any damage or destruction to the improvements to the Property.

Damage or Destruction of Tmprovements,

15.1 If during the term of this ILease the buildings and structures
located upon the Property shall be damaged or destroyed by fire or other
casualty insured against by <the insurance required to be carried
pursuant to Paragraph 14 to an extent in excess of fifty (50) percent
of the then walue -thereof, Lessee is hereby granted the privilege, upon
giving sixty (60) days written notice to the State (such notice to be
given within sixty (60) days after sucnhn damage or destruction), to
cancel and annul this Lease; provided, however, that if in such case
Lessee shall not so elect to cancel and annul this Lease, it hereby
agrees with due diligence to restore the Property to a good and
tenantable conditioen. Notwithstanding an election by Lessee to so
cancel this Lease under the circumstances set out, the State, within
sixty (60) days after Lessee's notice to such effect, may, nevertheless
elect by notice in writing to lessee to cause Lessee to restore t
Property using the proceeds of insurance, afforded under Paragraph 14
hereof, to the extent they are available, in which event Lessee shall
prosecute and complete the work of restoration with reasonable
diligence, and this Lease shall continue in effect; provided, howaver
that in no event shall Lessee ke required to utilize funds of its own
{other than the insurance proceeds) to carry out said restoration.

15.2 If in accordance with the provisions of this Paragraph 15 this
Lease is cancelled or annulled, Lessee's interest shall be determined
by the ratio which the then remaining portion of the term of this Lease
bears to the initial term of the Lease, and such ratio shall be applied
to the total amount of such insurance proceeds to determine the amount
thereof which is payable to Lessee after first deducting from said total
insurance proceeds any amount thereof which is payable to any leasehold
mortgagee.

—
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15.3 + If during the term of this Lease the buildings and structures
located upon the Property shall be damaged or destroyed by a casualty
for which no insurance coverage is provided to an extent in excess of
twenty~-five (25) percent of .the then full replacement cost of such
improvements, Lessee may elect not to rebuild, if Lessee has advised the
State in writing of its intent not to rebuild and restore within sixty
{60) days of the date of the loss. In the event that Lessee elects not
to rebuild, Lessee shall promptly at ne cost or expense to the State
clear the Property of all debris, demolish and remove from the Property
such improvements as directed by the State and leave the Property in a
safe condition. Upon completion of said work this Lease shall
terninate.

15.4 In addition to the reguirements to repair or rebuild
stipulated in this Paragzraph 15, all damage and destruction to an extent
less than twenty-five (25) percent of the then existing value will be
the sole responsilbility of the Lessee, who shall promptly repair or
restore any such less unless specifically released from this
responsibility by the State.

15.5 Except as otherwise provided herein, responsihility for
repair and/or replacement shall be determined solely by the provisions
of this Paragraph 15 and will not ke modified, reduced or otherwise
changed because of any inadequacies of insurance funds provided for in
Paragraph 14.

15.6 In the avent of damage or destruction, Lessee's obligation to
pay the Percentage Rental under Paragraph 5 shall abate until such
damage or cdestruction is repaired. If the damage or destruction is
caused by a risk covered by the business interruption insurance required
to be carried by Lessee hereunder, then Lessee shall remain obligated
to pay the Annual Rental due under Paragraph 5 herein. If the damage
or destruction is caused by a risk not covered by the business
interruption insurance required to be carried by Lessee hereunder, then
payment of the rent otherwise due under Paragraph #5 herein shall be

-22-
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deferred until
at which time Lessee shall commence paying such deferred Minimum Rer¥
plus interest on such deferred Minimum Rent at the rate of twelve
percent (12%) per anrum, in equal monthly installments spread equally
over a period twice as long in duration as the period of time between
the occurrence of the damage or.destruction and the completion of the

-

repair thereof.
15.7. Title to Improvementz.

15.7.1 All improvements constructed, erected or instaliled upon
the Property shall be the property of Lessae until expiration of
the term of this lLease as set forth in Paragraph i herein or sooner
termination and upon such expiration or termination they shall
become the property of the State. The State may at its option
require lLessee at no cost to the State to remove and properly
dispose of all or any portion of the improvements to the Property
as follovws:

315.7.2 In the event of termination by expiration of the term of
this Lease, if the State gives to Lesses written notice at least
one hundred eighty (180) days prior toc the expiration date of the
tern of this lLease of the improvements Lessee shall remove, Lessee
shall in said event prior to said expiration date remove said
inprovements and leave the Property and any remaining improvements
in a safe, clean and first-class operating condition; and

15.7.3 In the event of termination on account of Lessee's
default, the State shall give to Lessee written notice of the
improvements Lessee schall remove together with the notice of
forfeiture, and Lessee shall within one hundred eighty (180) days
thereafter remove said iwprovements and leave the Property and any

remaining improvements in safe, clean and first-class operating

condition.
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15.8 Title to all equipment, furniture, furnishings and trade
fixtures placed by Lessee upon the Property shall remain in Lessee,
and replacements, substitutions and modifications thereof may be made
by Lessee throughout the term of this Lease. And Lessee may remove the
same upon termination of this Lease, if Iessee is not then in default
under this Lease; provided that Lessee shall repair to the satisfaction
of the State any damage to the property and improvements caused by such
removal and, provided further, that usual and customary lighting,
plumbing, air conditioci:ing and heating fixtures shall ramain upon said
Property and be surrendered therewith upon termination of this Lease.
Any equipment, furniture, furnishings and trade fixtures remaining upon
the Property after termination of this lLease shall, at the State's
election, become the property of the State.

Hold Harmless Adqresment and Liability Insurance,

16.1 It is an express covenant of this Lease that the State, its
officers, employees and agents shall be free from any and all
liabilities and clains for damages and/or suits for or by reason of any
death or deaths of or any injury or injuries to any person or persons
or damages to property of any kind whatsoever, whether the person or
property of Lessee, its agents or employees, or third persons, from any
cause or causes whatscever while in or upon said Property or any part
thereof during the term of this Lease or occasioned by any occupancy or
use of said Property or any activity carried on by Lescege in connection
therewith, and Lessee hereby covenants and agrees to indemnify and to
save harmless the State from all 1liabilities, charges, expenses
(including counsel fees) and costs on account of or by reason of any
such death or deaths, injury or injuries, liabilities, claims, suits or
losses, however cccurring, or damages growing out of the same; provided,
however, that Lessee shall not be responsible any such death or deaths,
injury or injuries, liabilities, claims, suits or losses caused solely

by the State's negligent or intentional and wrongful acts or omissions.

“s

L2939

S LFADLR PLGE
" TR PAGE

* seme




. AP ETLNL N S R i = = Stariary € ST o) T TR KT POTTITRY,

B A il
bl

“e

Lassee shall maintzin in force during the term of this Lea
comprehensive general liability and property damage insurance, includi
personal injury, products, liquor liability, contractual, and owned and
non-owned automobiles, with such coverage and 1limits as may be
reasonably requested by the State from time to time, but in no event for
less than the sum of three million dollars ($3,000,000) combined single
limit, and garage keepers' liability coverage, with such coverage and
limits as may be reasonably requested by the State from time tc time,
But in n~ eveit for less than the sum of two hundred fifty thousand
dollars ($250,000) per vehicle and one million dollars ($1,000,000) per
occurrence; and Lessee agrees that the Sta*s shall be named as an
insured under such liability insurance policy oi* policies.

16.3 All such policies shall be endorsed with a severabilit, of
interest or cross-liability endorsement, reading generally as follows:

rQsSe il - In the event of ¢éne of the assureds incurring
lizbility to any other ot the assureds, this policy shall cover the
assured  against whom claim is or may be made in the same manner as if
separate policies had keen issuved to each assured. Nothing containg

herein .hall operate to increase underwriters' limit of liakility.

16.4 A certificate or certificates evidencing such insurance
coverage shall be filed with the State prior to the commencement of the
term of this Lease, and said certificate shall provide that such
insuraisce coverage will not be cancelled or reduced without at least
thirty (50) days prior written notice to the sState. &at least thirty
(30) days prior tec tke evpiration of any such policy, a certificate
showing that such in.urance .sverage has been renewed or extended shall
be filed with the State. If such coverage is cancelled or reduced,
Lessee shall, within fifteen (15) days after receipt of written notice
from the State of such cancellation or reduction in coverage but in ne
event later tan the effective date of cancellation or reduction, file
with the State a certificate showing that the required insurance has
been rxeir ated or provided through another insursnce company or
compan.es. Upon failure to so file such certificate, the State m%%%
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without further notice procure such insurance coverage at Lessee's
expense and Lessee shall promptly reimburse the State for such expense.

17.1 Except as otherwise expressly provided in this Lease, Lessee
shall pay for all labor done or materials furnished in the repair,
replacement, development.or inmprovement of the Property by Lessee and
shall keep said Property and Lessee's possessory interest therein free
and clear of any lien or encumbrance of any kind whatsuvever created by
Lessee's act or omission. Hewever, Lessee may in gond faith and at
Lessee .. own expense contest the validity of any suéh asserted lien,
clair or demand, provided Lessee has furnished the bond (with a copy to
the state) reguired by California Civil code Section 3143 {or any
comparable statute hereafter enacted for providing a bond freeing the
Property from the effect of such a lien clainm).

18. Assigpment and Subletting.
18.1 Except as expressly provided in Parigraph 19 of this Lease,
Lessee shall not, either directly or indirectly, assign, hypothecate,
encumber or transfer this Lease or any interest in this Lease, or sublet
the whole or any part of the Property, or lease the use of same in whole
or. in part without written consent of the State which shall be not be
unreasonably withheld or delayed.

18.2 Lessor acknowledges that Legsee contemplates the subletting
or assignment of this lease upon the cowmpletion of improvements on the
property. For purposes of this agreement completion of improvements
shall mean the date on which the notice of completion is filed. In the
event of such assignment Lessor agrees to relieve Lessee of any and all
of its obligations under this Lease; provided ¢that Lessor shall have
approved such assignment as provided for in this paragraph 18. Lessor's
consent to such assignment shall not be unreasonably withheld. The
assignment/subletting provided for in the preceding three sentences

-26~

30
KHINUTE PAGE 1359

CALENDAR PAGE

4P TS s g




shall be available to Lessee only once and shall thereafter terminat
The assignment/subletting provided for in this paragraph 18.2 shall yi&c
be subject to the provisions of paragraph 18.6. The form of assignment
contemplated for use in this subparagraph 18.2 shall be substantially
as set forth Exhibit "C" attached herete and by this reference made
apart hereof. In approving the assignment contemplate” ny this
paragraph 18.2 the State shall be governed by the standard of commercial
reasonableness.as set forth in current case law.

18.3 Neither this Iease nor any interest therein shall be
assignable or transferable in proceedings in attachment, garnishment or
execution against Lessee, or in veluntary or involuntary proceedings
or bankruptcy or insolvency or receivership taken by or against Lessee
or by any process of law, and that possession of the whole or any part
of the Property shall not be divested from Lessee in such proceedings
or by any process of law, without written consent of the State, and any
breach of the provisions of this paragraph shall cause this Lease to
terminate immediately at the option of the State.

18.4 If the Lessee hereunder is a corporation or any unincorporated
association or partnership, the transfer or assignment of any stock or
interest in said corporation, association, or partnership in the
aggregate exceeding fifty (50} percent shall be deemed an assignment or
transfer within ‘the meaning of this Lease and shall reqaire the prior
written consent of the State which shall not be unreasonably withheld
or delayed. The State's consent to any assignment, +transfer or
occupation or use shall not be construed or deemed to be a waiver of the
restrictions hereinabove contained or to be a consent to any subseguent
assigmment, transfer or occupation or use by another person.

18.5 If Lessee desires to assign, sublet, encumber -or otherwise
transfer all or any porticn of the Lease Premises, Lessee shall dc all

of the following:

18.5.1 give prior written notice to Lessor.

@
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18.5.2 provide the name and complete business organization and
operational structure of the proposed assignee, sublessee, secured
third party or other transferee; and the nature of the use of or
interest in the Lease Premises proposed by the assignee, sublessee,
secured third party or other transferee. If the proposed assignee,
sublessee or secured third party is a general or limited
partnership, or a joint venture, provide a copy of the partnership
agreement or joint venture agreement., as applicable.

18.5.3 provide the terms and conditions of the proposed
assignment, sublease, or encumbrancing or other transfer;

18.5.4 provide financial statements for the two most recently
completed fiscal years of the proposed assignee, sublessee, secured
party or other transferee; and provide pro forma financial
statements showing the projected income, expense and financial
condition resulting from use of the lease premises; and

18.5.5 provide such additional oxr supplemental information as
Lessor may reasonably request concerning the proposed assignee,
sublessee, secured party or other transferee.

18.5.¢€ Lessor will evaluate proposec assignees, sublessees,
secured third parties and other transferees and grant approval or
disapproval according tec standards of commercial reasconableness
considering the following factors within the context of the
proposed use: the proposed party's financial strength and
reliability, their business experience and expertise, their
personal and rusiness reputation, their managerial and operational
skills, their proposed use a2nd projected rental, as well as other
relevant factors.

18.5.7 Lessor shall have sixty (60) days from the receipt of
all documents and other information required under this provisien

28
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to grant or deny its approval of the proposed party.

18.5.8 Upon the express written assumption of all obligations
and duties under this Lease by an assignee approved by Lessor, the
Lessee shall be released . from all liability under this Lease
arising after the effective date of assignment and not associated
with Lessee's use, possession or occupation of or activities on
the Leas2 Prenises. .

18.6 Additional Consideration to State.

18.6.1 lassee and Lessor agree that in the event of a
refinancing (whiere 100%) of the proceeds of the refinancing are not
used on the Premises as provided for in paragraph 19.1.4) after the
first permanent loan has been secured, Lessee shall pay to Lessor
one and one-~half percenﬁ (1.5%) of any increased loan or
encumbrances against the Property over and above the then existing
balance(s) of the existing encumbrance(s).

.

18.6.2 Lessee and Lessor agree that in the event of an
assignment or in the event of a majority subletting of the
Property, Lessee shall pay toc Lessor one and one-half percent
(1.5%) of the gross amount paid for the leasehold in connection
with an approved assignment of the ILease, or one and one-half
percent (1.5%) of any amount paid Lessee in consideration of a
sublease of all or a majority portion of the leasehold.

18.6.3 The amount upon which the one and one-half percent (1.5%)
shall be based shall be the total consideration resulting from the
transaction including total cash payments and the market value of
non-cash consideration, including, but not limited to: stocks,
bonds, deferred payments, secured and unsecured notes and

forebearances regarding claims and judgements.

18.6.4 The sum due Lessor shall be payable in full to Lessor
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concurrent with the completion of the transaction be it an
assignment, a sublease or a refinancing. Any assignment,
subletting or refinancing in violation of the terms and conditions
of this paragraph shall be void.

18.6.5 The provisions of this paragraph 18.6 shall not be
applicable to any assignment, refinancing or majority sublease
during the first ten (10) years of this Lease.

18.7 If the ILessee files a petition or an order for relief is
entered against Iessee, under Chapters 7,9,11 or 13 of the Bankruptcy
Code (11 USC Sect. 191, et seq.) then the trustee or dJdebtor-in-
possession musi elect to assume or reject this Lease within sixty (60)
days after filing of the petition or appointment of the trustzse, or the
Lease shall be deemed to have been rejected, and Lessor shall be
entitled to immediate possession of the Lease Premises. No election to
assume or assign this lLease shall be effective unless it is in writing
and unless the trustee or debtor-in-possession has cured all defaults
under this Lease (monetary and non-monetary) or has provided Lessor with
adequate assurances (1) that within ten (10) days from the date of such
assumption or assignment, all monetary defaults under this Lease will
be cured; and (2) that within thirty (30) days from the date of such
assumption, all non-monetary defaults under this Iease will be cured;
and (3) that all provisions of this Lease will be satisfactorily
performed in the future.

18.8 Notwithstanding any provision to the contrary in this
paragraph #18, the censent of the State shall not be required for any
assigmment of this Lease and the interest of Lessee hereunder or tc any
major sublease cf the Property or any part thereof if such assigament
or sublease is made to an exempt transferee as defined in the following
sentence. An "Exemnpt Transferee” shall mean (a) Pravin Pranav, Ganesh
Patel and Nanu Patel; (b) a limited partnership of which Lessee or
Pravin Pranav, Ganesh Patel an: Nani Patel, or an entity described in
subsection (c) or (4) below, is a general partner; (c) a joint venture
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or a general partnership of which Lessee or Pravin Pranav, Ganesh Pa
and Nanu Patel are parthefs or venturers; or (d) a corporation or ot
entity of which Lessee or Pravin Pranav, Ganesh Patel and Nanu Patel are
the owner of at least fifty percent (50%) of the issued and outstanding
stock and interest thereof. The assignment/sublease provided for in
this paragraph 18.8 shall be available only once and shall thereafter
terminate.

Encumbraneing.

18.1 Leasehold ~ Mortgaging. Lessee shall have the right at any
tine and from time to time to subject the leasechold estate granted
hereunder éna any or all improvements to the Property, tc one or more
nortgages (as used elsevhere in this Lease, the term mertgage includes
a deed of trust and other real property security interests) as security
for a loan or loans or other obligations of lLessee, provided that:

19.1.1 The mortgage and all rights acquired under the mortgage
shall be subject and subordinate to each and all of the covenan
conditions, and restrictions stated in this Lease and to all rights
and interest of State, except as provided in Paragraph #19.2 and
19.3 of this Lease.

19.1.2 Lessee shall give lesscr prior written notice pursuant
to paragraph 45 herein of any such proposed mortgage, accompanied
with a true copy of the promissory note or other evidence of
indebtedness and the mortgage securing the samé together with any
othar information set <fSortd in paragraph #18 relating to
assignments. Lessor shall not unreasonably withhold its consent
to the preposed mortgage and shall have no right to object to the
terns of the proposed mortgage so long as such terms comply with
the provisions of this paragraph #1929 and the encumbrancing
agreement mentiouned in the next sentence. Upon approval by the
State, the State, iessee and the mortgagee shall ax:wcute an
Agreement and a Consent to Encumbrancing substantially ir. the fg
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attached hereto as Exhibit "D" and incorporated herein by
reference.

19.1.3 The total amount of indebtedness secured by all such
mortgages shall not, in the aggregate, exceed eighty (80%) of the
fair market value of the Property as improved at the time the most
junior of such mortgages is recorded. For purposes of this
paragraph, the fair market wvalue shall be as determined by the
keneficiary under such junior mortgage.

19.1.4 The proceeds of any such loans shall be used exclusively
for financing the acquisition of the leasehold and construction,
maintenance, operation, repair, alteration and reconstruction of
the Property and the improvements, (inc!ading fixtures, equipment
and personal property) on the Property.

Mortgage Default; Recognition of Mortgagee as Tenant.

19.2.1 If Lessee defaults undexr the terms of any permitted
leasehold mortgage and the mortgacgee acquires Lessee's leasehold
estate and interest in the improvements to the Property, whether
by sxercising its power of sale, by judicial foreclosure, by
assignment in lieu of foreclosure or otherwise, the State agrees
to recognize such mortgagee as the tenant under all the terms and
conditions of this Lease conditioned on the following:

19.2.1.1 Payment of all taxes, assessments, insurance and
bond premiums required by this lLease to be paid by Lessee are
current, or are brought current by mnortgagee, and are kept
current by mortgagee;

19.2.1.2 Payment of all utility charges are current or are
brought current and are kept current by mortgagee;

19.2.1.3 Payment of all rental due from Lessee including
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penalty and interest is current or is brought current
Mortgagee, and kep: current by Mortgage=;

19.2.1.4 The nmortgagee performs all Lessee's other
obligations under the Lease. .

19.3 Leasehold default; Notice, Cure. With respect to any such
permitted leasehold mortgage, Lessor and Lessee agree as follows:

18.3.1 Upon receipt of notice of any leasehold mortgage
(together with a copy of the mortgage and the evidence of
indebtedness secured by the mortgage), Lessor shalli provide any
such leaschold mortgagee, concurrently with providing ‘such
notices or communications to Lessee hereunder, with copies of
any and all notices or other communications from Lessor to Lessee
under this Lease wherein the basis for a default by Lessee is
described or alleged and any such leasehold mortgagee shall have
the same periods as are given to Lessee under this Lease for
renedying such default or causing it to be remedied, plus a
additional period of 30 days after the expiration thereof.

19.3.2 In the event of any default by Lessee under this Lease,
if prior to the expiration of any applicable curative period
specified in this Lease, the leasehold mortgagee shall give Lessor
written notice that it intends to undertake the curing of such
default, or to cause the same to be cured, or to exercise its
rights to acquire the leasehold interest of Lessee by foreclosure
or otherwise, and shall immediately commence and then proceed with
all due diligence to do so, then Lessor shall not terminate or take
any action to effect a termination of this lLease or exercise its
other remedies thereunder so long as the leasehoid mortgagee is
with all due diligence and in good faith engaged in the curing of
such default or effecting such foreclosure but the Jleasehsld
mortgagee shall rzot be required to continue such foreclocure or
other proceedings if such default shall be cured; any such
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attempted termination or action to effect termination made or taken
so long as Lessee is so acting diligently and in good faith shall
be of no force or effect with respect to this Lease. If the
leasehold mortgagee cannot effect a transfer of the Lease other
than through £foreclosure of the leasehold mortgage and the

mortgagee is prohibited from commencing or consummating such
foreclosure by order of court or rule of law, lessor shall not
terminate this Lease so long as the mortgagee diligently and in
good faith pursues legal action to be permitted to complete such
foreclosure; provided, that the mortgagee shall keep and perform
all provisions to be perforued by it under the Agreement and
Consent to Encumbrancing until such time as this lease shall be
transferred upon foreclosure or by any other means approved herein.

19.4 Except as set forth in Paragraph 19.3.2 with respect to
exercising good faith and due diligence to cure lLease defaults or
acquire the leasehold, no leasehold mortgagee shall be liable to perform
any of the obligations herein imposed vwn it or Lessee unless it is in
possession or ownership of the leasehold estate and the Property and
improvements thereon and all of its obligations commencing with such
possession or ownership shall terminate upon assignment or other
transfer of the leasehold and the improvements in accordance with the
provisions of this Lease. Unless any such morxrtgagee acquires the
leasehold and possession and ownership of the property and improvements
thereon, the State's sole remedy against the mortgagee for such
mortgagee's failure or refusal to comply with the provisions of this
Lease shall be to terminate the mortgagee's rights under this I.ease and
the Agreement and Consent to Encumbrancing of Lease.

19.5 Any leasshold mortgagee may be nawmed as an additional insured
or loss payee under any insurance policies carried by Lessee pursuant
to this Lease.

19.6 Without 1limiting any other provision of this Lease,
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provisions of this Paragraph 9 shall inure to the benefit of and b
any assignee or successor of Lessee, including any leasehold mortgag
and Lessor. Any such assignee or successor, including any leasehold
mortgagee in possession, shall assume and agree, in writing, to perform
all terms, covenants and conditions of: this Lease and any amendment to
this l.ease or new Lease as provided for herein.

19.7 No permitted leaschold mortgage shall purport to amend the
terms of this Lease.

Refault and Remedies.

20.1 Each of <the following events whall constitute an event
default by Lessee and a breach of this Lease:

20.1i.1 Lessee's failure or omission to pay any rent or other
sum payable hereunder on or before the same is due.

20.1.2 Lessee's failure or omission to observe, Xeep or perfcissd
any of the otlier terms, agreements or conditions contained in this
lLease to be performed by Lessee.

20.1.3 Lessee's abandonnment or surrender of the Prdperty or of
the leasehold estate.

20.1.4 Lessee's assignment contrary to the provisions hereof.

20.1.5 The subjection of any right or interest of Lessee to
attachment, execution or other 1levy, or to seizure under legal
process, if not released within sixty (60) days.

20.1.6 The appointment of a receiver to take possession of the
Property or of Lessee's interest in the leasehold estate or of
Lessee's operation on the premises for any reason, including but
not limited to assignment for the benefit of creditors or volunta
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involuntary receivership:

20.1.6.1 pursuant to any leasehold mortgage permitted by the
provisions of this Lease, or

20.1.6.2 instituted by State, the event of default being not
the appointment of a receiver at State's instance but the
event justifying the receivership, if any.

20.1.7 An assignment by Ilessee for the benefit of creditors or
the filing of a voluntary or involuntary petition by or against
iessee under any law for the purpose of adjudicating Lessee a
bankrupt; or for extending time for payment, adjustment or
satisfaction of Lessee's 1liabilities; or for reorganization,
dissolution or arrangement on account of or to prevent bankruptcy
or insolvency; unless the assignment or proceeding, and all
consequent orders, adjudications, custodies and supervisions are
dismissed, vacated or otherwise permanently stayed or terminated
within sixty (60) days after the assignment, filing or other
initial event.

20.1.8 Uncured default in the payment of any loan secured by a
leasehold mortgage permitted by this Lease.

20.1.9 Failure to substantially commence construction on the
Premises within the time limits set forth in paragraph 11.

20.2 As a condition to pursuing any remedy for an alleged default
by Lessee, the State shall, before pursing any remedy, give notice of
default to Lessee and to all qualifying subtenants and leasehold
mortgagees whose names and addresses were previously given to State in
a notice or notices from Lessee or any qualifying leasehold mortgagee
stating that the notice was for the purpose of notice under this
provision. A gqualifying subtenant is a subtenant in possession under
an existing sublease which is preper under this ILizase. A qualifying
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leasehold mortgagee is a mortgagee under an existing leasehold mortgaég

permitted hereunder. Each notice of default shall specify the alledix
event of default and the intended remedy.

20.3 If the alleged default is nounpayment of taxes or other sums
to be paid by lessee, lLessee shall have thirty (30) days after notice
is given to cure the default. For the curz of any other default, Lessee
shall promptly and diligentiy after notice commence curing the default
and shall have thirty (30) days after notice is given to complete the
cure or in case of a failure or omission that cannot be cured by the
payment of money and cannot be cured within thirty (30) days, such
additional time as is reasonably required for the curing of the default.

20.4 If Lessee sh=211 have failed to cure after expiration of the
applicable time curing a particular default or before the expiration of
that time in the event of emergency, the State may at its election, but
is not obligated to, make any payment required of Lessee under this
Lease or under any note or other document pertaining to the financing
of improvements ox fixtures on the Property, or perform or comply w :
zny term, agreement or condition imposed on Lessee hereunder of any such
notice or document, and the amount so paid plus the reasonable cost of
any such performance or compliance, plus interest on such sum at the
highest rate then permitted by law from the date of payment, performance
or compliance shall be deemed to be additional rent payable by Lessee
on the State's demand. No such paymznt, performance or compliance shall
constitute a waiver of default or of any remedy for default or render
State liable for any loss or damage resulting from the same. If any
default by Lessee shall continue uncured following receipt of notice of
default for the period applicable te the default under the provisions
of this Lease, State shall have the following remedies in addition to
all rights and remedies provided by law or equity to which State may
resort cumulatively or in the alternative:

20.4.1 State nay at its electicn terminate this Lease by giving
Lessee notice of termination. On the giving of the notice all
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Lessee's rights in the Property and in all improvements shall
terminate. Promptly after notice of termination Lessee shall
surrender and vacate the Property and all improvements in good
condition and State may reenter and take possession of the Property
and all remaining improvements and eject all persons in possession
or eject some and not others or eject none. In addition to all the
rights and remedies of a landlord under Section 1951.2 of the
California Civil Code, termination under this subparagraph shall
not relieve Lessee from the payment of any sum then due to State
or from any claim for damages previously accrued sr then occurring
against Lessee.

20.4.2 State may at its election reenter the Property and,
without terminating this Lease, at any time and from time to time
relet the Property and improvements or any parts of them for the
account and in the name of Lessee or otherwise. State may at
State's election eject all persons or eject some and not others or
eject none. Any reletting may be for the remainder of the term or
for a longer or shorter period. State may execute any leases made

under this provision either in State's name or in Lessee's name and
shall be entitled to all rents from the use operation or occupancy
of the premises or improvements oxr both. Lessee shall nevertheless
pay to State on the due date specified in this Lease the equivalent
of all sums required of Lessee under this Lease, plus State's
expenses, ‘less the avails of any reletting or attornment. in
addition to all other rights and remedies it may have State shall
have all of the rights and remedies of a landlord under Section
1951.4 of the california Civil Code. State may do all things
reasonably necessary for such reletting, including repairing,
remodeling and renovating of the Propsrty or improvements and
Lessee shall reimburse State on demand for all costs incurred by
State in connection therewith. If State relets the Property it
shall apply any sums received upon such reletting in the following
order or priority:
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20.4.2.1 to the payment of any indebtedness other than r
due hereunder from Lessee;

20.4.2.2 to the payment of all costs incurred by State in
restoring the Property to good order and repair, or in

remodeling, renovating or otherwise preparing the Property

for reletting;

20.4.2.3 to the payment of all costs (including without
linitation any brockerage commissions) incurred by State in
reletting the Property;

20.4.2.4 to the payment of rent due and unpaid hereunder;

20.4.2.5 the balance, if any, to the payment of future rent
as the same may become due hereunder. No act by or on behalf
of State under this provision shall constitute a termination
of this Lease unless State gives Lessee notice of termination.
Notwithstanding any election by State not to terminate ¢
Lease State may at any time thereafter elect to terminate this
Lease for any previous breach or default thereunder by lessee
which remains uncured or for any subseguent breach or default
which has not been cured.

20.4.3 State acknowledges that Lessee may acqui-'e personal
property and trade fixtures for its operation of the Property
through personal property leases or financing arrangements. State
will execute such documents as may be reasonably required by any
lender or personal property lessor with respect to such personal
property and fixtures, acknowledging the priority of the security
interest of such personal property lender or lessor with respect
'to such personal property and fixtures. Subject to the rights of
personal property and trade fixture lenders and lessors, State may
at its election use Lessee's personal property and trade fixtures
or any of such property oxr fixtures without compensation and

e
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without liability for use or damage or remove them and store then
for the account and at the cost of Lessee. Such storage may be in
a public or private warehouse or elsewhere. If Lessee shall not
immediately pay the cost of storage of such property afier the same
has been stored for a period of thirty (30) days or more, State may
sell any or all thereof at a public or private sale in such a
manner and at such times and places as State in its sole discretion
may deem proper, without notice to or demand upon Lessee. Lessee
waives all claims for damages that may be caused by State's
remeving or storing or selling the property as herein provided, and
Lessee shall indemnify and hold State free and harmless from and
against any and all losses, costs and damages. Lessee hereby
appoints State as Lessee's attorney-in-fact with the power of
substitution and all other rights and powers necessary in order to
effectuate the provisions of this Paragraph. The election of one
remedy for any one itam shall not foreclose an election of any
other remedy for another item or for the same item at a later time.

20.4.4 State shall have the right to cause a receiver to be
appointed in any action against Lessee to take possession of the
Property and/or to collect the rents or profits derived therefrom.
The appeintment of such receiver shall not constitute an election
on the part of State to terminate this Lease unless a written
notice of such intention is given to Lessee.

20.4.5 state shall be entitled at its election to each
installment of rent or to any combination of installments for any
period before termination, plus interest at the highest rate cf
interest then permitted by law from the due date of each
installment.

20.4.6 State shall be entitled at its election to damages which
shall include, without limitation, the following sums:

- -
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20.4.6.1 All amounts that would have fallen due as rent
between the time of termination of this Lease and the time
the claim, judgment or other award, less the avails of all
relettings and attornments, plus interest on the balance at
the highest rate of interest then permitted by law; and

20.4.6.2 The worth at the time of the claim, Jjudgment or
other award of the amount by which the unpaid rent for the
balance of the term exceeds the lower of:

20.4.6.2.1 the fair rental value as then encumbered
by the Lease and improvements and

20.4.6.2.2 the fair rental value unencumbered by the
Lease and improvements. "Worth" as wused in this
provision is computed by discounting the total at the
discount rate of the Federal Reserve Bank of San
Francisco at the time of the claim, judgment or awar
plus one (1%) percent. Any claim for damages shall
immediately enforceable by State against Lessee by suit
and shall be provable in any bankruptcy or insolvency
proceedings involving Lessee.

20.5 The provisions of this Paragraph 20.5 are subject to the
provisions of Paragraph 1° and the rights of any nortgagee under
Paragraph 19 and under any e2aschold mortgage made pursuant to Paragraph
19. Lessea assigns to State all subrents and cther sums falling due
from subtenants, licensees and concessionaires (herein <alled
"subtenants®) during any period in which State has the right under this
Lease, whether exercised or not, to reenter the Property for lLessee's
‘default and Lessee shall not have any right to such sums during that
period. State may at State's election reenter the Property and
improvements with or without process of law, without terminating this
Lease, and either or both collect these sums or bring action for the
recovery of the sums directly from such obligors. State shall receive

-]
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and cocllect all subrents and avails from reletting, applying them in the
following order or priority:

20.5.1 to the payment of any indebtedness other than rent due
hereunder,

20.5.2 to the payment of all costs incurred by :State in
restoring the Property to good order and repair, or in remodeling,
renovating or otherwise preparing the Property for reletting,

20.5.3 to the payment of rent due and unpaid hereunder, and

20.5.4 the balance, if any, to the payment of ifuture rent as
the same may hecome due hereunder, and

20.5.5 to State's uses and purposes. lLessee shall nevertheless
pay to State on the due date specified in this Lease the equivalent
of all sums required of Lessee under this Lease, plus State's
expenses, less avails of the sums assigned and actually collected
under this provision. State may proceed to collect either the
assigned sums of Lessee balances or both, of any installment or
installments of them, either before or after expiration of the
term, but the periecd of 1limitation shall not begin to run on
Lessee’'s payments until the due date of the final installment to
which State is entitled nor shall it begin to run on the payments

of the assigned sums until the due date of the final installment
due from the respective obligors.

20.56 No waiver of any breach or default shall constitute a waiver
of any other breach or default, whether of the same of any other term,
agreement or condition. No waiver, benefit, privilege or service
voluntarily given or performed by either party shall give the other any
contractual right by custom, estoppel or cotherwise. The subsequent
acceptance of rent pursuant tc this Lease shall not constitute a waiver
of any preceding breach or default by Laessee other than default in the
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payment of the particular rental payment so accepted regardless
State's knowledge of the preceding breach at the time of accepting
rent, nor shall acceptance of rent or any other payment after
termination constitute a reinstatement, extension or renewal of the
Lease or revocation of any notice or other act by State.

to

21.1 Arbitration may be required by either State or lLessee for
matters for which arbitration is provided in this Lease. For other
matters State, in it*s sole discretion, may require arbitration by
giving a written notice to Lessee describing the matter to be
arbitrated; provided, however, that if an action is already pending on
any matter concerning which notice is given, the notice is ineffective
unless given befors the expiration of ten (10) days after service of
process on the person given the notice.

21.2 Except as provided to the contrary in this Paragraph 21, the
arbitration shall be in conformity with and subject to applicable rul
and procedure of the American Arbitration Association. If the American
Arbitration Association is not then in existence or for any reason fails
or refuses to act the arbitration shall be in conformity with and
subject to the then existing provisions of California law relating to
arbitration. The arbitrators shall be bound by this Lease. Pleadings
in any action pending on the same matter shall, if the arbitration is
required or consented to, be deemed amended to limit the issues to those
contemplated by the rules prescribed above. Each party shall pay
one-half (1/2) the cost of arbitration including arbitrator's fees. The
decision and award made by the arbitrator shall be final, binding and
conclusive on all parties and, upon application of either party,
judegment may be rendered by the Superior Court of the State of
California in and for the County of San Mateo or by any other court
having jurisdiction.

21.3 There shall be three (3) arbitrators appointed as follows:

&’i:»'ai.ENDAR PAGE
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21.3.1 Within twenty (20) days after notice requiring
arbitration, each party shall appoint one arbitrator and give
notice of appointment to the other party.

21.3.2 The two (2) arbitrators shall choose a third arbitrator
within f£fifteen (15) days after appointment of the second.

21.3.3 If either party fails to appoint an arbitrator or if the
two (2) arbitrators fail to choose a third, the appointment shall
be made by the then presiding judge of the Superior Court of the
State of California in and for the County of San Mateo acting in
his individual and nonofficial capacity on the application of
either party and on five (5) days notice given before commencement
of the arbitration hearing, consent to arbitration by the
arbitrater appointed by the other party. In that event nc further
appointments of arbitrators shall be made and any other arbitretors
previously appointed shall be dismissed.

21.4 Notwithstanding anything to the contrary in this paragraph 21
or elsewhere in this Lease, any claim by the State which might result
in a judgment of restitution of the Property may not be arbitrated
without the consent of Lessee.

22. Taxes and Assessments. The preoperty interest created by this Lease may
ba subject to property taxation and the Lessee hereunder in whom the
possessory interest is vested may be subject to the property taxes levied on
such interest. Lessee agrees to pay all lawful taxes, assessments, user
fees, service charges, or levies which at any time may be levied by the
State, county, city or any tax assessment levying body upon any interest in
this lLease or any possessory right which Lessee may have in or to the
Property covered hereby by reason of its use or occupancy thereof or
otherwise, as well as all taxes, assessments and charges on goods,
merchandise, fixtures, appliances, equipment. and property owned by it in or

%%%about said Property. Lessee shall be responsible for and pay all taxes when

...




due and no' such taxes shall be offset against rental due to the State
offset against Lessee calculation of gross receipts. Lessee may, at no cbn‘
to the state, reasonably contest the legal validity or amount of any taxes,
assessnents, or charges for which Lessee is responsible under this Lease, and
institute such proceedings as ILessee considers necessary. The State will
allow itself to be joined in such proceedings if it‘'s an indispensable party.
Lessee shall at all times protect the State and the Property from any lien
for such taxes, -assessments and charges. This paragraph shall not be
construed to require Lessee to pay any expenses of the State in the event the
State is the entity seeking to collect any such taxes, assessments or
charges.

23. Utilities. Lessee agrees to pay the cost of any utilities furnished
to it in connection with its use and occupation of the Property. The State
is not obligated to provide or pay fcr any utility serwvices, but in the even’
the State by arrangement with Iessee provides or pays for any utilicy
services, Lessee shall pay the State for such services or reimburse to. the
State' such payment not later than the first day of the calendar mpnt@

fcllowing Lessee's receipt from the State of a billing statement for s
services or reimbursement. Any and all other utility services required by
Lessee shall be provided by lLessee at its expense.

24. Hazardous Substances. No goods, merchandise or material shall be kept,
stored or scld in or on said Property which are in any way explosive or
hazardous; and ng offensive or dangerous trade, business or occupation shall
be carried on therein or thereon, and ncthing shall be done on said Property
other than as is provided for specifically in this Lease which will increase
the rate of or suspend the insurance upon said Property or other structures
of the State; and no machinery or apparatus shall be used or operated on said
Property which will in any way injure said Property or adiacent buildings;
provided, howewver, that nothing in this paragraph contained shall preclude
Lessee from bringing, keeping or using on or about said premises such
materials, supplies, equipment, and machinery as are appropriate or customary
in carrying on its said business, or from carrying on its business in all
aspects as is generally usual. Lessee shall be fully responsible for an
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azardous wastes, substances or materials. as defined under federai, state or
ocal law, regulation, or ordinance that are manufactured, generated, used,
placed, disposed, stored, or transported on the Lease Premises during the
Lease term and shall comply with and be bound by all applicable provisions
of such federal, state or local law regulation or ordinance dealing with such
wastes, substances or materials. Lessee shall notify lLessor immediately in
the event of any release or threatened release of any such wastes, substances
or materials. To the extent provided by existing law, Lessee shall not be
responsible for any such wastes, substances or mateécaitls placed on the

prenises prior to the effective date of this Lease.

25. Surxrendex and Holding-Over. Lessee covenants that at the expiration
of the term of this Lease or upon its earlier termination it will fguit and
surrender said Property in good state and condition, reasonable wear and tear
and damage by the tenants expected. The State shall have the right upon such
termination to anter upcen and taXke possession of all said Property. Should
Lessee hold over the use of said Property with the State's written consent
after this Lease has terminated in any manner, such holding over shall be
eemed merely a tenancy from month to month and at rental to be fixed by the
State, payable monthly in advance, but otherwise on the same terms and
conditions as herein set forth. It is understood and agreed that nothing
contained in this lLease shall give Lessee any right to occupy the Property
at any time after expixation of the term of this lLease or its earlier
termination, and thiat this Lease shall not create any right in Lessse for
relocation ac<istance or payment frem the State upon the expiration of the
term of this Lease or upon its earlier termination or upon the termination

of any holdover tenancy pursuant to this paragraph Lessee acknowledges and
agrees that upon such expiration or termination it shall not be entitled to
any relccation assistance with respect to any relocation of its business or
activities upon the expiration of the term of this Lease or upon its earlier
ternination or upon the termination of any huldover tenancy pursuant to this
paraJgraph.

26. Wajvers. No waiver by either party at any time of any of the terms,
conditicns, covenants or agreements of this Lease or of any forfeiture shall

@
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be deemed or taken as a waiver at any time thereafter of the same or
other term, condition, covenant or agreement therein contained, nor of
strict and prompt performance thereof.

27. i t o] ey After giving advance telephone notice to
Lessee (notwithstanding any other notice requircment to the contrary under
this Lease), the State or its duly authorized representatives, or agents and
other persons acting for it, may enter upon said Property at any and all
reascnable times during the term of this Lease for the purpose of determining
whether or not Lessee is complying with the terms and conditions hereof or
for any other purpose incidental to rights of the State.

28. Agent for Service of Process. It is expressly agreed and understood

that if the Lessee is not a resident of this State, or is an association or
partnership without a member or partner resident of this State, or is a
foreign corporatioe=. then in any such event the Lessee shall file with the
State a designatior of a natural person residing in the County of San
Francisco, State o.' california, giving his name, residence and busines
address as his or jiés agent for the purpose of service of process in
court action betweén it and the State arising ocut of or based upon this
Lease, and the delivery to such agent of a copy of any process in any such
action shall constitute valid service upon such Lessee; and it is further
expressly agreed, covenanted and stipulated that if for any reason service
of such process upon such agent is not possible, then in such event Lessee
may be personally sexrviced with such process out of this State, and that such
service shall constitute valid service upon such Lessee; and it is further
expressly agreed that Lessee is amenable to the process so served, submits
to the jurisdiction of the court so acquired, and waives any and all
objection and protest thereto.

29. Trade Names. Any name under which Lessee shall elect to operate the
hotel, and other facilities shall be subject to the prior written approval
of the State, which approval shall not be unreasonably withheld. Lessee
agrees to opevate only under the names so approved. Lessee shall not

maintain, operate or authorize by franchise any similar facility in the City
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f Burlingame or in an area within three (3) miles of the Property undeér any
ame or names the same or similar to the name under which the facility

£

constructed hereunder is maintained and operated. -

30. Disposal of Garbage. Lessee agrees to handle and dispose of its trash,
garbage and refuse in a sanitary manner and not to pile any boxes, cartons,
barrels, trash debris or refuse in or about the Property. Lesse2e shall
provide its own facilities within the Property for the cleaning of garbage
cans and shall procvide an enclosed service yard upon the Property in order
that no refuse, contained in boxes, cartons or the like will be visible from
any direction outside the Property.

31. Fumes and Odors. Lessee agrees to conduct its operations upon the
Property and to use the most modern equipment available so as to reduce to
the minimum that is reasonably practicable the emanation from the Property
of fumes and odors. MNs: loudspeakers, radios, or other means of broadcasting
to be heard outside the Property shall be used by Lessee.

Extensions of Time. The State shall have the right to grant reasonable
extensions of time to Lessee for any purpose or for the performance of any
obligation of Lessee hereunder.

33. Successors. Each and every of the provisicens, agreements, ‘terms,
covenants and conditions herein conteined to ke performed, fulfilled,
observed and kept shall ke binding upon the successors and assigns of the
respective parties hereto, and the rights hereunder, and all rights,
privileges and benefits arising under this Lease and in :favor o.] eitber party
shall be available in favor of the successor anl assigns: theyeof,
respectively; provided no assignment by or through Lessee in violation of
the provisions of this Lease shall vest any rights in any such assig¢gnee or

SuCCessor.

34. Time of Essence. Time is expressly declared to be of the .essence of
this Lease.

e
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35. Quiet Possession. Lessee, upon performing its obligations hereunde
shall have the guiet and undisturbed possession of the Property through
the term of this Lease.

36. Eminent Domain.

36.1 Definitions. as used in this Lease, "condemnation" means
a2 taking or damaging, including severance damage, by the exercise of any
governmental power whether by legal proceedings or otherwise, by a
condemnor. "Condemnation®” shall alse include a voluntary sale or
transfer to any condemncr, either under threat of condemnation or while
legal proceedings for condemnation are pending or in avoidance of an
exercise of eminent domain. The taking shall be considered to take
place as of the later of:

36.1.1 the date actual physical possession is taken by the
condemnor, or

36.1.2 the date of actual award and apportionment. ©Date
taking®” as used herein shall mean the date the condemnor has the
right to possession of the property being condemned. "Condemnor®
means any public or gquasi-public authority, or private corporation
or individual, having the power of condemnation.

36.2 Right to possession. Lessee may continue to occupy the
Property and improvements until the condemnor takes actual physical
possession thereof. However, at any time following the notice of
intended taking, Lessee may elect to deliver possession of the Property
before the actual taking, which shall be made by delivering possession
of the Property to Lessor on behalf of the condemnor, if Lessor so
requests. Such election shall be nade by delivery of written notice to
lessor. lessee shall be required to pay rent up to the date possession
of the Property is delivered by lLessee to Lessor or to the condemning
authority.
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36.3 Total Condemnation. In the event any condemnor condemns or
otherwise acquires by actual or threatened proceedings the fee title to
the Property, the leasehold interest created by this Lease or the
improvenents on the Property, or and or all of them, then in such event
all sums, including damages and interest, awarded or paid for the fee,
the leasehold created by this lease, the improvements constructed on the
Property or any or all of the foregoing shall be distributed and
disbursed in the following order or priority:

36.3.1 First, to the payment of all real and personal property
taxes constituting a2 lien upon the Property or any part thereof.

36.3.2 Second, to State a sum equal to tha value of the premises
taken, valuzd as unimproved land exclusive of improvements and
unburderzd by all leases and subleases.

36.3.3 Third, the balance due under any note and leasehold
mortgage permitted hereunder.

36.3.4 Fourth, to State the value of the reversionary interest
in the improvements taken.

36.3.5 Fifth, to Lessee the balance of the award.

Notwithstanding any amounts received by Lessee under subparagraph
36.3.5 above of this paragraph 36, Lessee shall have the abtsolute right
to prosecvte Lessee's claim for damages against condemnor as permitted
by law including but not limited to an amount equal to any cost of loss
that Lessee may sustain due to injury to Lessee's property or in
connection with the removal and relocation of Lessee's chattels and
trade fixtures and Lessee's loss of goedwill, and to receive and keep
all such proceeds awarded to it free from any claim of the State except
for a claim for rent or cther sums payable to the State under the terms
of the Lease which are due and payable.
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‘Partial Comdemnation. In the event proceedings are commenged

or otherwise acquire by eminent domain less than all of Lessee's
leasehold interest in the Property, the improvements on the Property,
or any part thereof, or any easement or other right appurtenant to said
leaseliold. intersst or said fee interest (a2 ™partial condemnation"),
which results in one or more of the following conditions:

36.4.1 The remainder of the premises would not be economically
and feasibly usable by Lessee; and/or

36.4.2 A reasonable amount of reconstruction would not make the
land and improvements a practical improvement and reasonably suited
for the uses and purposes for which the Property is leased
hereunder. Then Lessee shall have the option at any time after
Lessee receives notice of the intended taking, and prior to 30 days
after the condemning authority takes possession of any part of the
property cor improvements pursuant to such taking or acquisition
to terminate this lease wupon giving 15 days written notice
Lessor. Said termination shall be effective and rent shall
terminate as of the date possession of the Property is surrendered
by Lessee. In the event of such termination by Lessee, any unearneg
rent shall be refunded to Lessee, the taking shall be deemed to
constitute a total condernation, and the award for the condemnation
shall be apportioned ih the manner set forth in Paragraph 36
hereof. Shculd Less€e not elect to so terminate this 1lease,
Lessee shall restore, riopair and remodel the Property in a manner
suitable for the conduct of Lessee's business on the Property as
set forth in this lease. Lessee shall be entitled to a reduction
in the minimum annual rent thereafter required to be paid hereunder
in proportion to the actual and anticipated reduction in Annual
Gross Receipts expeéted to result from any such taking; the parties
acknowledge that rno such adjastment of the Percentage Rent shall
be required since Percentage Rent is based upon actual Gross
Receipts. Lessee shall also be entitled to a reasonable suspension
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or diminution of the rent required to be paid hereunder during the
time required for any restoration and repair according to the
portion of +the Property rendered untenantable, taking into
consideration the time and extent of interference with Lessee's
business operations on the Property. Should Lessee not elect to
terminate this lease on account of any such partial condemnation,
all sums, including damages and interest, awarded for the fee
title, the leasehold and the improvements or both, shall promptly
be disbursed in the following order of priority:

36.4.2.1 First, to Lessee the cost of restoring the leasehold
improvements plus &ny amount assessed, awarded, paid or
incurred to remove or relocate subtenants if not separately
paid by condemnor to Lessee.

36.4.2.2 The balance shall be apportioned by applying the
formula for apportionment set forth above.

36.5 State as Condemnor. The pover reserved to the State Lands
Commission upon payment of just compensation to assert its power of
eninent domain as to all or a portion of the rights or interests granted
by this lease and the power reserved to the State Lands Commission, upon
payment pursuant to the provisions of the Public Resources Code or other
applicable law, to take all or any of the rights or interests granted
by this Lease in furtherance of the public trust shall not be exercised
by the State during the term of this Lease. The State Lands Commission
agrees to use its best efforts to resist any attempted condemnation or
taking by exercise of the public trust initiated by any other division,
agency or office of the State, the Federal government or local
government or any other condemnor.

36.6 Temporary Taking. On any taking of the temporary use of all
of the Property or improvements, or both, which temporary taking ends
on or after the date i5 years preceding the date of expiration of the
term hereof, Lessee shall be entitled tec terminate this lease upon 15
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days' prior written notice to Lessor with rent terminating on the da
Lessee surrenders possession of the Property to Lessor or to t‘

condemning authority. Should Lessee elect to terminate the lease on
account of any such partial taking then the entire balance of the
condemnation award shall be the property of the State.

36.7 Notice. Either party receiving any notice of the kinds
specified below shall promptly give the other party notice of the
receipt, contents and date of the notice received:

36.7.1 Notice of intended taking;

36.7.2 Service of any legal process relating to condemnation
of the Property or improvements;

36.7.3 Notice in connection with any proceedings or negotiations
with respect to such a condemnation; or

36.7.4 Notice of intent or willingness to make or negotiate
private purchase, sale or transfer in lieu of condemnation.

36.8 Representation in Proceedings. Lessor, ILessee and the
persons and entitles holding under Lessee shall each have the right to
represent his or its respective interest in each proceeding or
negotiation with respect to a taking or intended taking and to make full
proof of his or its claims. State and lLessee each agrees to execute and
deliver to the other any instruments that may be required to effectuate
or facilitate the provisions of this lease relating to condemnation.

36.9 Restriction of Use. 1In the event the State or any agency or
division thereof, at any time as from time to time, passes, adopts,
enacts or enforces any statute, law, rule, ordinance or regulation (all
of which are collectively referred to herein as "law") which prohibits,
or substantially restricts or delays;
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36.9.1 the construction of any improvements which are planned,

contemplated or permitted by Lessee or by the Lease, or

36.9.2 the full and complete use of the demised premises, or
any part thereof, which may be allowed by this lease, then in such
event

36.9.2.1 Lessec shall have the right to cancel and terminate
this lease upon 15 days prior written notice to Lessor, if
such law is enacted at any time prior to the completion of
construction of the Hotel and other improvements, in which
event Lessee shall comply with its restoration obligations
upon expiration pursuant to Paragraph 2 hereof.

36.9.2.2 The rent Lessee is required to pay hereunder shall

be reduced in accordance with the actual and anticipated
detriment caused to lLessee's business.

37. Joint and Several Obligations. If the Lessee is composed of more than

one party the obligations imposed by this Lease upon Lessee shall be joint
and several; provided, however, that this Paragraph 37 is not intended to and
shall not subject any such party to any greater liability than it would have
under the laws governing liability of entities and the parties comprising or
owning them (e.g., the liability of limited partners in a limited partnership
to which this Lease is assigned).

38. Forfeitures. It is mutually covenanted, and this Lease is made upon
the condition that if Lesses should abandon and cease to use the Property for
a pzriad of thirty (30) days at any one time, except when prevented by fire,
sarthquaye, war, strike or other cause beyond its control, then and in any
such event, at its option, the State may declare this Lease forfeited,
whereupon all improvements of every kind and description shall, at the option
of the State, be forfeited to and become the property of the State, and the
State may exercise all rights of entry or reentry upon said Property.
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39. Conservation. Lessee shall practice conservation of water and ot
natural resources and shall prevent pollution and harm to the environment
or on the Property.

4606. Discrimination. Lessee in its use of the Property shall not
discriminate against any person or class of persons on the basis of race,
color, creed, national origin, sex, age, or physical handicap.

41. sidenti Use Unless otherwise allowed under this Lease,
improvements on the Property shall not be used as a residence or for the
purpose of mooring a floating residence, nor for time~share purposes.

§2. Resgervations.

42.1 State expressly recerves all natural resources in or on the
Property, including but not limited to oil, coal, natural gas and other
hydrocarbons, minerals, aggregates, timber and geothermal resources as
well as the right to grant leases or to do subsurface extraction of such
natural resources, however, no extraction of natural resources shall
inconsistent or incompatible ~7ith the rights or privileges of Lessee
under this Leace nor shall it .nterfere with or adversely undermine the
land or the improvements comprising the Property or Lessee's use and
quiet enjoyment of the Property and improvements nor shall it be
undertaken without advance written nctice to Lessae,

42.2 After telephone notice to Lessee (notwithstanding any notice
requirement tc the contrary under this Lease), State expressly reserves
a right, to go on the Property and all improvements for any purpose
associated with this Lease or for carrying out any function required by
law, or the rules, regulations or management policies of the State Lands
Commission provided that the State shall not exerxcise such right in a
manner which interferes with Lessee's use and quiet enjoyment of the
Property. State shall have a right of reasonable access to the Property

across Lessee-owned or occupied lands adjacent to the Property for any
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exercise thereof does not interfere with Lessee's use and quiet

enjoynent of the Property.

42.3 State expressly reserves to the public an easement, at a
location which is mutually agreeable to the parties, for convenient
access across the Property to other State-owned lands located neur or
adjacent to the Property; however, such easement shall be neither
inconsistent nor incompatible with the rights or privileges of Lessee
under this Lease.

43. No Wa ty o itles, Conditi Fitnes The State does not
warrant title, condition or fitness of the Property for the stated or
intended use. The State does represent that to the best of its knowledge,
except for any exceptions to title revealed in any policy of leasehold title
insurance obtained by lLessee in connection with the leasehold granted to
Lessee hereunder, there are no preexisting contracts, leases, licenses,
easements, encumbrances, options, rights or claias which would adversely
affect Lessee's use cor occupancy of the Property or the improvements to be
onstructed thereon.

44. Entire dgreement. This agreement contains the entire agreement of the
parties with resgect to the matters covered hereby and supersedes all prior
arrangements and understandings by and among the parties. No party is
authorized to make any representations or warranties except as set forth
herein, and no such represéntations or warranties have been relied upon in
connection herewith. ©No other adgreement, statement or promise made by any
party hereto which is not contained herein shall be binding or valid.

45, Notice. Any notice required or permitted to be given Lessee shall be
in writing and may be given to it at (Address) provided, however, that if
Lessee shall give notice in writing to the State of any change in said
address, then and in thai: event such notice shall be given to Lessee at the
changed address specified in such notice. Any notice permitted or required
to be served upon the State shall be in writing and may be served upon it at
1807 ~ 13th Street, Sacramento, California 95814; provided, however, that




if the State shall give notice in writing to the lLessee of any change in
said address, then and in such event such notice shall be given to the St
at such substituted address. :

46, Quiteclaim, Lessee shall, within ninety (90) days of the expiration
or sooner termination of this lLease, execute and deliver to State in a form
provided by State a good and sufficient release of all rights under this
Lease. Should Lesses fail or refuse to deliver such a release when the
State is entitled to same, a written notice by State reciting such failure
or refusal shall, ‘from the date of its recordation, be cqnclﬁsive evidence
against Lessee zad all other claimants of the termination of ‘tLis Lease and
any rights or jnterest of Lessee in the Property.

47. Estoppel Cextificata, Lessee and State shall, at any time and frxom
time to time during the term hereof and upon not less than thirty (30) days

prior request. by the other party, execute, acknowledge and deliver to the
requesting party a statement in writing certifying:

47.1 that there are no other lease provisions, options, rights
agreenents with respect to the Property between State and Lessee except
as set forth in this Lease (or if there are, identifying them);

47.2 that this Lease is unmodified and in full force. and effeci
(or if there have been any modificaticns, that the Lease is in full
force and effect except as modified and stating the medifications);

47.3 the name of the person/entity or persons/entiiies in
possession of the Preperty;

847.4 the date to which the rent and any other charges have been
paid in advance;

47.5 that there are no defaults existing (or that defaults exit
and the nature of such defaults), and
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47.6 any other information which the requasting party nay
reasonably request. It is intended that such statements may be relied
upon by any prospective purchaser, encumbrancer, sublessee of the
Property or any portion thereof, or assignee of all or any part of the
State's or Lessee's interest under this Lease.

48. Consent v Except as otherwise expressly set forth
herein, all consents and approvals to be given by the State hereunder shall
not be unreasonably withheld or delayed. Except as otherwise provided
herein, all consents approvals or disapprovals shall be delivered by the
staff of the State lLands Commission within 10 business days after notice
requesting the same. Provided, however, that if such consent or approval
requires the authorization of the State Lands Commission, then the matter
shall be krought on for hearing at the next earliest hearing date consistent
with law and notice of disapproval or approval by the State Lands Commission
shall be delivered to Lessee within 5 business days after such hearing date.

49. Short emo um, At the request of either party, the parties
shall execute a Short Form Memorandum of Lease in recordable form and

sufficient to give constructive notice of this Lease to subsequent purchasers
and encumbraniers which may be recorded by the requesting party.

50. Conditions Subseguent,, If all the following conditions have not been
satisfied by January 1, 1592, then Lessee may elect to terminate this Lease
and the State and Lessee shall execute and have recorded an appropriate
agreement evidencing termination of this Lease:

50.1 Lessee shall have been granted access to all portions of the
Property for physical inspection and Lessee shall have approved the so0il
condition, utility availability and all other aspects of the Property.
During said pericd, Lessee shall have approved the acceptability of the
zoning and all other land use regulations respecting the Property, the
availability of financing satisfactory to Lessee for the acquisition
of this leasehold and the development and operation of the Hotel.
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50.2 Lessee shall receive evidence acceptable to it, eit &

directly €£rom the City of Burlingame, the Bay Conservation and
Development Cormmission ("BCDC") and/or other sources indicating that-
all necessary land use entitlements, building :and other permits,
licenses and approvals for the construction and operation of the Hotel
(including, without limitation, all required liquor licenses) will be
available for the Property in numbers and at times acceptable to it.

50.3 No suit, action or other proceedings shall be pending or
threatened before any court or governmental agency in which it is sought
to restrain, prohibit or to obtain damages or other relief in connection
with this Lease. There shall be no pending or contemplated condemnation
(or other proceedings in the nature of eminent domain) against the
Property. No material portions of the Property shall have been
destroyed or danaged.

50.4 A validation action caused to be instituted by the parties
at the election of Lessee, has been completed with a favorable and fi:
judgment or order declaring that this Lease and all its provisions are
valid. The State and Lessee shall cooperate in such action to the
extent required by Lessee. Lessee shall bear all ocut of pocket costs
and legal fees incurred by Lessee or State in connection with such
action.

50.5 A title insurance company acceptable to Lessee shall have
issued or agre. 1 to issue to Lessee an extended coverage policy of
title insurance insuring the leasehold granted hereunder on a form and
in amounts satisfactory to Lessee and with &xceptions to coverage
acceptable to Lessee.

51. ILessoxr's Cooperation in Development.  Lessor agrees to cooperate fully

with Lessee if requested, to obtain any development or other permits with
respect to construction of the improvements including the Hotel and further
agrees, provided no then uncured event of default exists under this Lease,
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lecessary to make or grant dedications, easements, rights-of-way or the like
in, over and to the Property to any governmental authority or agency,
adjoining property owner, public or private utility or other similar persons
for utility, road, ingress, egress, construction, maintenance or similar
purposes, provided that

51.1 such easements, dedications, right-of-way and the like
reasonably relate to the financing, developmant, construction,
maintenance or cperation of the Hotel and

51.2 Lessor shall incur no personal liability in connection
therewith (and Lessee agrees to¢ indemnify and hold harmless Lessor
against and from any and all 1loss, cost, damage or liability in
connection therewith).

52. Subordination  _of TIessor's Right to _Insurance Proceeds,
Notwithstanding any provision in Paragraph 19 ox elsewhere in this Lease to
e contrary, Lessor agrees that in the event of any insured damage or

destruction with respect to the Property or any improvements thereon, Lessor
hereby subordinates its right to any proceeds in connection therewith to the
right to such proceeds of any leasehold mortgagee with an interest in the
Property and the improvements, provided that such leasehold mortgagee shall
disburse said sums only for the purposes of the reconstruction of any
improvements on the Property (and providing such reconstruction is
reascnably possible.

53. Severability. In the event of any conflict between any provision
(or portion thereof) of this Lease and any law contrary to which the parties
have no right to contract, the latter shall prevail but the provision (or
portion thereof) of this Lease which is affected shall be 1limited and
curtailed only and to the least extent necessary to bring it within the
requirements of the law and no other provision (or portion thereof) of this
Lease shall otherwise be affected.

54. Governing Law. This Lease shall be governed by the law of the State
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of California.

The submission of this Lease by Lessor, its agent or representative for
examination by Lessee does not constitute an option or offer to lease the
premises upon the terms and conditions contained herein or a reservation of
the premises in favor of Lessee; it being spacifically intended hereby that.
this lease shall only become effective when duly executed on behalf of the
State Lands Commission of the State of California and delivery of a fully
executed counterpart tc Lessee.

IN WITHESS WHERECF, the parties have executed this Lease as of the
effective date set forth in paragraph 1 of this lease.

LESSEE LESSOR

B8TATE OP CALIFORNIA
S8TATE LAMDE COMMISSION

Title: By:

Pitla:

Execution of this document was authorized by the State Lands Commission on:
(Date)

(Acknowledgement)
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