ORIGINAL

CITY OF SAN DIEGO
PERCENTAGE GROUND LEASE

THIS CITY OF SAN DIEGO PERCENTAGE GROUND LEASE (“Lease™) is entered into by and
between THE CITY OF SAN DIEGO, a California municipal corporation ("CITY"), as Lessor,
and SURF CUP SPORTS, LLC, a California limited liability corporation ("LESSEE"), as Lessee,
to be effective as of the date signed by CITY (the “Effective Date™), when signed by the parties
and approved by the San Diego City Attorney.

RECITALS

A. CITY owns that certain real property consisting of approximately 114 acres of land
(Assessor’s Parcel Number 302-261-01-00) including a perimeter fence and a public trail
(the “Public Trail”) which is a portion of the public trail commonly known as “The Coast to
Crest Trail,” and all of which is commonly known as “The San Diego Polo Fields,” located
at 14555 El Camino Real, Del Mar, California 92014, and more particularly described as San
Diego County Assessor’s Map 10730 — Fairbanks Country Club — Unit No. 1 ROS 15403,
Lot One, all as more specifically depicted in Exhibit A: Description of Premises, attached
hereto (“Premises”). Both LESSEE and CITY acknowledge that the Premises has not been
surveyed. However, both LESSEE and CITY agree that the Premises is intended to be
approximately 114 acres, but that rent hereunder shall not be subject to adjustment should a
future survey determine that the aforesaid approximation is actually higher or lower than the
survey results.

B.  The Premises was leased to Fairbanks Polo Club on March 31, 1986, by that certain Lease
Agreement, on file with the San Diego City Clerk as Document number RR-265268
(“Current Lease”). The Current Lease expired on March 31, 2012 and is on hold over. CITY
has commenced termination of the Current Lease and securing CITY’s lawful possession of
the Premises.

C.  CITY desires to lease the Premises to LESSEE to operate activities, programs and operations
similar in scope to those lawfully conducted on the Premises pursuant to the Current Lease
and in accordance with that certain Deed, as more specifically set forth in Section 1.2, below.

D. On @a/ag &J~ 2016, the City Council approved the award of this Lease to LESSEE
purs(u(ant t§ LESSEE’s response to the Request for Proposals issued on July 13, 2015, subject
to the terms and conditions set forth in this Lease.

FOR VALUABLE CONSIDERATION, the sufficiency of which is acknowledged, the parties
agree as follows:

SECTION 1: PREMISES; ALLOWED USES

1.1 Leasing. Effective as of the Commencement Date (as defined below in Section 2.2), CITY
hereby leases the Premises to LESSEE, and LESSEE hereby leases the Premises from
CITY under the terms and conditions of this Lease. _
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1.2

1.3

Subject to Corporation Grant Deed. This Lease is and shall be subject and subordinate to

the conditions and restrictions on the Premises and its allowed uses contained in that certain
Corporation Grant Deed, (“Deed”) by Watt Industries/San Diego, Inc. (“WISD”) to CITY,
filed with the San Diego County Recorder’s Office as Document Number 83-382964, and
attached hereto as Exhibit B: Corporation Grant Deed.

1.2.1

LESSEE’s Waiver. LESSEE expressly waives any claim against CITY and its
elected officials, officers, employees, representatives and agents for any burden,
expense or loss which LESSEE incurs as a result of any dispute, directly or
indirectly regarding, whether LESSEE’s use of the Premises complies with the
covenants, conditions and restrictions of the Deed (any such dispute being
hereinafter referred to as a “Violation”). LESSEE agrees to protect, defend,
indemnify and hold CITY and its elected officials, officers, employees,
representatives and agents harmless from and against any and all costs, expenses or
other damages arising out of CITY being made a party to a suit regarding a
Violation, and all expenses of investigating and defending against same, including
without limitation attorney fees and costs. If CITY chooses at its own election to
conduct its own defense, participate in its own defense, or obtain independent legal
counsel in defense of any claim related to this indemnification, LESSEE shall pay
all of the costs related thereto, including without limitation reasonable attorney fees
and costs.

Uses. LESSEE shall use the Premises for programs, activities, and operations as set forth in
the Deed and any subsequent amendments to the Deed (the “Allowed Uses™).

1.3.1

1.3.2

1.3.3

1.3.4

LESSEFE’s Facilities. “LESSEE’s Facilities” shall mean all facilities located or to
be installed on the Premises for the Allowed Uses, including without limitation the
Turf Fields, as defined in Section 8.8.1, below.

Only Allowed Uses. LESSEE shall not use the Premises for any purpose other than
the Allowed Uses. Each and all Allowed Uses shall be conducted in compliance
with all laws, rules, regulations and directives of competent governmental
authorities.

Hours of Operation and Calendar Year Schedule. A regular schedule of days and
hours of operation shall be established and posted by LESSEE. Ninety (90) days
prior to the end of each calendar year, LESSEE shall submit to CITY a schedule of
programs, activities and operations to be held on the Property for the following
calendar year.

Public Access. The general public shall not be wholly or permanently excluded
from any portion of the Premises, except as set forth in this Section 1.3.4. LESSEE
may develop reasonable restrictions for use of the Premises provided they are
consistent with the rights of the general public, and are designed to allow the
LESSEE to use the Premises for the Allowed Uses. Access by the general public to
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1.3.5

the Premises shall be prohibited after daylight hours. The following regulations
shall govern access by the general public to the Premises:

a.

The Public Trail (shown in blue on Exhibit C) shall remain open to the
general public at all times during daylight hours.

The Passive Use Area (shown in green on Exhibit C) shall be open to the
general public during daylight hours for passive uses (for example,
picnicking, walking and hiking) which do not interfere with LESSEE’s rights
and obligations under this Lease. LESSEE may reasonably direct the general
public to designated areas of the Premises to provide a safety buffer between
the general public and the operations of LESSEE.

Unless specifically authorized by LESSEE, motorized vehicles shall be
allowed only where designated or directed by LESSEE.

The LESSEE Use Areas (shown in red on Exhibit C) shall be reserved for
non-general public related activities (for example corrals, barns, exercise
facilities, offices, and grounds keeper’s storage areas). The general public
shall not be permitted in the LESSEE Use Areas without prior authorization
from LESSEE. LESSEE may add to or change the location of the LESSEE
Use Areas, subject to CITY’s prior written approval and the total area of
LESSEE Uses Areas shall not exceed ten (10%) percent of Premises at any
one time.

Notwithstanding anything to the contrary in this Section 1.3.4, LESSEE may
restrict access by the general public to the Premises, except for the Public
Trail, during activities which may require only ticketed spectators to attend
the activity.

No animals, other than horses, service animals and leashed dogs, shall be
allowed on the Premises without prior authorization from LESSEE.

The areas designated for particular uses on Exhibit C may be subject to
change upon the prior written approval of CITY. :

Special Provisions.

a. .

The general public shall not be allowed to park on the Premises or at any
entrance to the Premises between 8 p.m. and 6 a.m.

No noisemakers or horns shall be allowed or used on the Premises.
LESSEE’s guests, invitees, agents and contractors shall be notified that any

and all use of the Premises is at the discretion of CITY, subject to reasonable
conditions imposed by CITY and no future use is implied or guaranteed.
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1.3.6

No CITY Representations. CITY makes no representation or warranty regarding
either the lawfulness of any of the Allowed Uses, including without limitation
whether any or all of the Allowed Uses are permitted under applicable land-use
laws, or as to the suitability of the Premises for any or all of the Allowed Uses or
any particular use.

1.4 Use Objective. LESSEE shall diligently conduct the Allowed Uses on the Premises, using
its reasonable best efforts to reasonably maximize revenue from the Allowed Uses for
purposes of the percentage rent set forth in Section 3, below.

1.5 Superior Interests. This Lease is subject to all liens, encumbrances, covenants, conditions,

restrictions, reservations, contracts, permits and licenses, easements, and rights-of-way
pertaining to the Premises, whether or not of record. LESSEE shall obtain all licenses,
permits and agreements from such third parties as may be or become necessary or
reasonably advisable to allow its use of the Premises, relative to any such superior interest.

1.6 Governmental Approvals.

1.6.1

1.6.2

By entering into this Lease, neither CITY nor the CITY s City Council (the “City
Council”) is obligating itself to LESSEE or to any governmental agent, board,
commission, or agency with regard to any other discretionary action relating to
LESSEE’s occupancy, use, development, rehabilitation, maintenance or restoration
of the Premises or any other improvements thereon. Discretionary action includes
without limitation re-zonings, variances, environmental clearances and all other
required governmental approvals. LESSEE shall be solely responsible for
processing all applicable land use, development, and construction approvals
required for the occupancy, use, development, rehabilitation, maintenance or
restoration of the Premises. This Lease shall not be interpreted by any decision-
maker on any CITY issued permit or approval to override or dictate the outcome of
any findings required for any permit or development approval.

LESSEE acknowledges and agrees that CITY has not made, nor now makes, any
determinations regarding any aspect, sufficiency or legality of any development,
rehabilitation, maintenance or restoration of the Premises, LESSEE’s Facilities, or
any other improvements thereon, any aspect thereof, or issues or matters related
thereto. Furthermore, CITY does not represent, warrant or guarantee any future
approval of any development, rehabilitation, maintenance or restoration of the
Premises or any other improvements thereon, or any aspect thereof by the CITY, in
its governmental capacity, or the City Council, nor shall anything in this Lease be
interpreted as representing, warranting or guaranteeing any such future approval.
CITY shall not be liable or obligated for any burden or loss, financial or otherwise,
incurred by LESSEE as a result of CITY’s or the City Council’s failure to approve
any construction, alteration, rehabilitation, or improvement of the Premises or
LESSEE’s Facilities, or any other improvements thereon.

1.6.2.1 LESSEE’s Waiver. LESSEE expressly waives any claim against CITY
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1.7

1.8

1.9

1.10

and its elected officials, officers, employees, representatives and agents
for any burden, expense or loss which LESSEE incurs as a result of
CITY’s failure to approve any development, rehabilitation, maintenance
or restoration of the Premises or any other improvements thereon.

CITY’s Consent, Approval. CITY’s consent or approval under this Lease shall mean the
written consent or approval of the Mayor of San Diego, or his or her designee (“Mayor™),
unless otherwise expressly provided in this Lease or as required by law. CITY’s
discretionary acts hereunder shall be made in the Mayor’s discretion, unless otherwise
expressly provided in this Lease.

Quiet Possession. LESSEE, performing the covenants and agreements in this Lease, shall
at all times during the term of this Lease peaceably and quietly have, hold, and enjoy the
Premises. IfLESSEE is temporarily dispossessed through action or claim of a title superior
to CITY’s, this Lease shall not be voidable nor shall CITY be liable to LESSEE for any
loss or resulting damages.

Reservation of Rights.

1.9.1 Mineral Rights. Subject to the Deed, CITY reserves all rights, title and interest in
and to any and all subsurface natural gas, oil, minerals and water on or within the
Premises.

1.9.2 Easements. CITY reserves the right to grant, establish and use easements and
rights-of-way over, under, along, across and through the Premises for utilities,
thoroughfares or access as it deems advisable for the public good, without provision
of consideration to LESSEE or any reduction in rent due under this Lease.

1.9.3 The Public Trail. CITY reserves the right to enter the Premises to maintain or cause
to be maintained the Public Trail, without provision of consideration to LESSEE or
any reduction in rent due under this Lease.

1.9.4 Repairs. CITY may at all reasonable times upon not less than 72 hours written
notice to the LESSEE (except in the event of an emergency, in which case no prior
notice shall be required) enter upon the Premises for the purpose of making repairs
to or developing municipal resources and services.

1.9.5 Noninterference. In the exercise of the rights reserved under this section, CITY
shall not substantially unreasonably interfere with LESSEE’s or LESSEE’s
subtenants’ use of the Premises.

1.9.6 Costs. CITY shall pay the costs of maintenance and repair of all CITY installations
made pursuant to these reserved rights.

Property Adjustments. LESSEE has been advised and acknowledges that CITY reserves
the right, such right being determined by CITY in its sole discretion, to change or adjust
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1.11

1.12

the legal boundaries of the Premises, for CITY’s purpose related to the El Camino Real
Bridge Improvement project. LESSEE agrees that it shall not be entitled to any
consideration or rent adjustment in connection with any such change to or adjustment of the
Premises related to the El Camino Real Bridge Improvement project unless an appraisal
has determined that said change to or adjustment of the Premises has a material effect on
the Base Rent value. If LESSEE elects to seek any type of consideration or a rent reduction,
LESSEE may, at its sole cost and expense, utilizing the appraiser selection methodology
set forth in Section 3.1.2.1 of this Lease, have a fair market rent appraisal completed based
on such change to or adjustment of the legal boundaries of the Premises.

Competent Management. LESSEE shall provide competent management of the Allowed
Uses to CITY’s reasonable satisfaction. “Competent management” shall mean
management practices generally considered acceptable within LESSEE’s industry for the
management and operation of activities substantially similar to the Allowed Uses and in
compliance with all laws, rules and regulations of competent governmental authority, and
in a fiscally responsible manner. “Fiscally responsible manner” shall mean in accordance
with generally accepted accounting principles consistently applied and absent financial
malfeasance.

Supersedes Prior Agreements. As of the Commencement Date (as defined below in
Section 2.2), this Lease shall supersede any and all prior agreements, whether oral or in
writing, between the parties and related to all or any portion of the Premises.

SECTION 2: TERM AND COMMENCEMENT

2.1

2.2

Term. The term of this Lease (“Term”) shall commence on the Commencement Date, as
defined below in Section 2.2, and shall expire on December 31, 2044.

Commencement Date. The Term shall commence on the first day of the calendar month
following (the “Commencement Date”): (1) the execution of this Lease by CITY; (2)
CITY securing lawful possession of the Premises as a result of the termination of the
Current Lease and the Premises being in the condition as set forth in Recital A (i.e., with
no structures, fixtures or private property thereon, hereinafter referred to collectively as the
“Private Property”); and (3) the City Council has approved this Lease by resolution.

Notwithstanding the foregoing, if CITY is unable to give possession of the Premises to
LESSEE within thirty (30) days of the Effective Date of the Lease or by a date of
LESSEE’s choosing due to the need to remove and/or demolish the Private Property, CITY
agrees to authorize LESSEE to assume CITY’s responsibility regarding the lawful
removal, demolition and disposal of the Private Property left on the Premises in
contradiction to the condition as set forth in Recital A. In such a case, the Commencement
Date would be upon the first day of the calendar month following the execution of this
Lease by CITY, but in no event prior to CITY securing lawful possession of the Premises
as a result of termination of the Current Lease and City Council approval of this Lease by
resolution.
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2.3

2.4

2.5

2.2.1 LESSEE acknowledges and agrees that this Lease is specifically contingent upon
CITY securing lawful possession of the Premises as a result of the termination of
the Current Lease. CITY shall not be liable or obligated for any burden or loss,
financial or otherwise, incurred by LESSEE as a result of any delay in the
Commencement Date of this Lease or CITYs failure to secure lawful possession of
the Premises and in the condition as set forth in Recital A (i.e., with no Private

Property).

2.2.1.1 LESSEE’s Waiver. LESSEE expressly waives any claim against CITY and
its elected officials, officers, employees, representatives and agents for any burden,
expense or loss which LESSEE incurs as a result of any delay in the Commencement
Date of this Lease and CITY’s failure to secure lawful possession of the Premises
and in the condition as set forth in Recital A (i.e., with no Private Property)..

2.2.2 Lease Year. “Lease Year” shall mean each twelve (12)-month period during the
Term.

Early Termination Right. In the event one or more of the primary revenue-producing
programs, activities or operations that LESSEE chooses to conduct on the Premises are
determined to be a Violation by a final judgment of a court of competent jurisdiction and
any appeal thereof (collectively referred to as the “Final Judgment”), LESSEE shall have
the right to terminate the Lease, on the terms and conditions set forth in this Section 2.3
(the “Early Termination Right”). In order to exercise the Early Termination Right, LESSEE
must: (1) defend and pay, at its sole cost and expense, the defense for LESSEE and CITY
of any alleged Violation up to and including any appeal of a superior court judgment; and
(2) deliver to CITY within ten (10) business days of the Final Judgment an irrevocable
written notice clearly exercising LESSEE’s Early Termination Right, which termination
will become effective sixty (60) days after CITY’s receipt of LESSEE’s written notice
thereof. Notwithstanding the foregoing, LESSEE shall remain responsible for complying
with all applicable terms and conditions of this Lease regarding LESSEE’s responsibilities
upon a termination of this Lease. For purposes of this Lease, “primary revenue-producing
programs, activities or operations™ shall mean an individual program, activity or operation
resulting in 30% or more of LESSEE’s annually projected Gross Revenue

Holdover. Any holding over by LESSEE after the expiration of this Lease shall not be
considered a renewal or extension of this Lease. LESSEE’s occupancy of the Premises
after the expiration of this Lease shall constitute a month-to-month tenancy at will, and all
other terms and conditions of this Lease shall continue in full force and effect, except that
CITY may then demand and receive from LESSEE rent up to two (2) times the then rent
for the Premises, which rent shall be effective as of the first day of the holdover period.

Surrender of the Premises. Upon the expiration or earlier termination of this Lease,
LESSEE shall vacate the Premises and surrender the Premises to CITY free and clear of
all liens and encumbrances caused by LESSEE or arising in whole or in part from this
Lease, and in a condition reasonably satisfactory to CITY.
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2.5.1 If the LESSEE fails to so surrender the Premises to CITY free and clear of all liens
and encumbrances, and in a condition reasonably satisfactory to CITY, LESSEE
shall be solely responsible for and shall pay for (and shall reimburse CITY for any
and all costs incurred by CITY for) the removal of such liens and encumbrances and
putting the Premises in a condition reasonably satisfactory to CITY; this provision
shall survive the expiration or termination of this Lease.

2.5.2 On execution of this Lease, LESSEE shall deliver to CITY a quitclaim deed in
recordable form quitclaiming all its rights in and to the Premises. CITY may record
such deed only on expiration of the Term or earlier termination of this Lease. In the
event that CITY requires any subsequent quitclaim deed, LESSEE or its successor
in interest shall deliver the same within five (5) business days after receipt of written
demand therefor.

SECTION 3: RENT

3.1 Rent and Adjustments. Rent payable under this Lease shall be the Base Rent in addition to
the Percentage Rent (as defined in this section below). Within thirty (30) days after the end
of each calendar year quarter (Quarter) during the Term, LESSEE shall deliver to CITY the
Base Rent and Percentage Rent payable for that Quarter, a schedule of LESSEE’s Gross
Revenue for the month, together with a statement of the Percentage Rent payable for that
Quarter, prepared using generally accepted accounting principles consistently applied, with
revenue categorized by source. “Quarter” shall mean one of the four periods of three months
each of a calendar year, beginning on January 1, April 1, July 1 or October 1.

3.1.1 Base Rent. LESSEE shall pay to CITY quarterly rent (the “Base Rent”) in the amount
of Sixty Thousand Dollars ($60,000) per Quarter.

3.1.1.1 DBase Rent Adjustment. On each fifth (5%) anniversary of the Commencement
Date, the Base Rent shall be adjusted to reflect any net increase in the
Consumer Price Index for “All Urban Consumers” for Los
Angeles/Riverside/Orange County, California (CPI) based on the average of
the then three most recently published monthly indices just prior to each
adjustment. If the CPI is no longer published, the index for adjustment shall
be the U.S. Department of Labor’s “Comprehensive Official Index” most
comparable to the CPL.

i.  Ifthe Base Rent adjustment is calculated using an index from a different
base year than 1982-84, which equaled a base figure of 100 for the CPI,
the base figure used shall first be converted under a formula supplied by
the U.S. Department of Labor’s Bureau of Labor Statistics or its
successor.

ii.  If Department of Labor indices are no longer published, the CITY in its
sole and absolute discretion may use another index deemed by the CITY
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to be reasonably comparable to the CPI, which shall then constitute the
CPI under this Lease.

iii.  The CITY’s failure to deliver timely notice of any Base Rent adjustment
shall not constitute a waiver by the CITY of its rights hereunder.

3.1.1.2. CPI Adjustment Computation. Base Rent adjustments shall be calculated as
follows:

i.  The “adjustment multiplier” shall be calculated by dividing the “current
index” by the “base index” as defined below:

ii.  The “current index™ shall be the average of the three monthly indices
most recently published before the adjustment date (Current Indices).

iii. The “base index™ shall be the average of the same months’ indices
published five (5) years prior to the Current Indices.

The “base figure” for calculating Base Rent shall be the dollar amount of Base
Rent for the year immediately preceding the adjustment date. The “base
figure” is then multiplied by the “adjustment multiplier” to determine the
adjusted Base Rent, as follows:

(CURRENT INDEX + BASE INDEX) X BASE FIGURE = ADJUSTED BASE RENT

3.1.2 Percentage Rent. The Percentage Rent (“Percentage Rent”) payable to CITY shall be
equal to ten (10%) of all Gross Revenue as defined in section 3.1.2.2, below.

3.1.2.1 Percentage Rent Adjustment. Upon at least one hundred eighty (180) days
prior written notice to LESSEE, CITY may, but shall not be obligated to,
adjust the Percentage Rent percentage rate on the first day of the tenth (10th)
Lease Year and every ten (10) years thereafter to reflect the then-current fair
market rent percentage rate for the Premises, as evidenced by then-recent
leases for similar premises similarly improved, operated and located within the
region comprised of Ventura County, Los Angeles County, Orange County,
and San Diego County, California. The new Percentage Rent percentage rate
shall be determined by an appraisal by an appraiser from the list of appraisers
held by CITY. The new Percentage Rent percentage rate shall be effective
and due as of the first day of the applicable Lease Year.

3.1.2.2 Gross Revenue. “Gross Revenue” shall mean all revenue derived from (i) all
field, stall, or arena rental revenue payable and collected from use of the
Premises, and (ii) all sublessees, subtenants and licensees on the
Premises. Possessory interest taxes or other property taxes shall not be
deducted in computing Gross Revenue. Notwithstanding the foregoing, Gross
Revenue shall not include: (a) federal, state or municipal taxes collected from
consumers (regardless of whether such amount is stated to the consumer as a
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3.2

separate charge) and paid periodically by LESSEE to a governmental agency
and accompanied by a tax return or statement as required by law; or (b)
refunds for goods returned for refunds for goods returned for resale on the
Premises or refunds of deposits. LESSEE shall clearly indicate the amount of
all such taxes and refunds on its books and records.

Payment for Ground Water. It is understood and agreed by CITY and LESSEE that the
Base Rent includes and covers LESSEE’s right to pump and use water from any CITY
wells servicing the Premises for Allowed Uses. However, if in the opinion of CITY an
additional water charge is deemed warranted for underground water pumped from said
wells, CITY shall notify LESSEE in writing one year prior to implementation of the
additional water charge (“Water Charge”). The Water Charge shall be a percentage of the
cost of untreated water and will be determined solely by CITY, who shall have the right to
periodically adjust the Water Charge upward or downward to reflect changes in the cost of
untreated water as determined by the CITY’s Water Department. The Water Charge shall
be payable in arrears on a quarterly basis. All costs associated with the use of ground water
shall be at LESSEE’s sole cost and expense.

3.2.1 Water Charge Formula. The Water Charge shall be reviewed and adjusted, if
necessary, each year on January 1. The Water Charge will be calculated using the
San Diego County Water Authority (“CWA”) raw water cost to CITY, and take
into consideration credit for water pumping cost, infrastructure costs related to said
well(s), water returned to groundwater, and water quality. Water pumping cost shall
be the utility cost to bring the water to the well head at 40-60 pounds per square
inch (PSI). Infrastructure cost is the cost of maintaining the pump and well. Water
quality relates to the quality of water, location in the valley, and the Approved Uses.

3.2.2 Water Conservation. LESSEE shall practice water conservation and abide by all
applicable water conservation and storm water related requirements. LESSEE shall
pay any additional water costs resulting from excess water use beyond
recommended levels established by the CITY’s Water Conservation Manager or
CWA. In times when CWA determines that there is a water emergency, or when
voluntary or mandatory water use restrictions exist, LESSEE’s non-compliance
may result in penalties, including without limitation LESSEE’s payment of fines
and corrective action needed to remedy violations. The Premises is subject to
metering and/or sub-metering to demonstrate compliance with these provisions.
Failure to do so will constitute a default under this Lease.

3.2.3 Water Setvice Termination, The Santa Fe Irrigation District currently provides the
Premises with temporary water service. This service may be terminated. LESSEE
is responsible for evaluating water supply options if potable water is to be
maintained on the Premises. LESSEE will comply with all state and county
requirements for the development of any new sources of supply to the Premises
(recycled, groundwater, or other potable water supply sources). CITY does not
guarantee water at or on the Premises.
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3.3

3.4

3.5

Unauthorized-Use Charge. Except for a use determined invalid by a Final Judgment as set
forth in Section 2.2 of this Lease, LESSEE shall pay CITY one hundred (100%) of the
gross receipts from any use of the Premises that is not allowed by this Lease (the
“Unauthorized Use”), regardless of any related penalties charged LESSEE by competent
governmental authorities. Such Unauthorized Use charge shall be payable to CITY within
thirty (30) days after LESSEE receives such gross receipts. No Unauthorized Use charges
shall satisfy or credit against any other rent obligations of LESSEE under this Lease. The
Unauthorized Use charge shall otherwise be considered “rent” under this Lease, and shall
be subject to all costs and penalties for delinquent payments hereunder. The existence of
such Unauthorized Use charge and CITY’s acceptance thereof shall not constitute
authorization for the use in question, and shall not waive any of CITY’s rights under this

Lease.

Annual Statements. Within thirty (30) days after the end of each Lease Year, LESSEE
shall deliver to CITY a statement of Gross Revenue for the Lease Year, prepared using
generally accepted accounting principles consistently applied, with revenue categorized by
source and expenses categorized by type. Each such annual statement shall also include
calculations of a summary of the Percentage Rent for each month of the Lease Year and
any other amounts payable to CITY under this Lease for the Lease Year. LESSEE shall
furnish to CITY, annually, a copy of an audit conducted by a licensed Certified Public
Accountant. LESSEE shall comply with all reasonable requests by CITY to modify the
form and content of such statements. LESSEE shall provide such additional information
reasonably requested by CITY regarding the operation of LESSEE’s operations and all
other business activities conducted on the Premises, and all financial transactions resulting
from LESSEE’s use of the Premises.

Time and Place of Payment. All rent payments shall be made payable to “City Treasurer”
and mailed to:

The Office of the City Treasurer
City of San Diego

P.O. Box 129030

San Diego, California 92112-9030

or hand-delivered to

The Office of the City Treasurer
Civic Center Plaza

1200 Third Avenue, First Floor
San Diego, California 92101

CITY may change the place of payment at any time upon thirty (30) days written notice to
LESSEE. Mailed payments shall be deemed paid upon the date the payment is postmarked
by the postal authorities. If postmarks are illegible, the payment shall be deemed received
only upon actual receipt.
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3.6

3.7

Records. LESSEE shall keep or cause to be kept true, accurate and complete books, records
and accounts of all financial transactions in the operation of LESSEE’s business and all
other business activities conducted on the Premises, and all financial transactions resulting
from LESSEE’s use of the Premises. The records shall be supported by source documents
such as sales slips, daily cash register tapes, purchase invoices or other documents (which
may be in electronic form) as necessary to allow CITY to easily determine Gross Revenue.

3.6.1

3.6.2

CITY’s Right to Inspect and Audit. LESSEE shall keep all of its books of account,
records and supporting documentation throughout the Term and for five (5) years
thereafter. LESSEE shall make such books, records and documentation available
for inspection and audit by CITY in one location within the County of San Diego.
LESSEE shall maintain separate books and records related to LESSEE’s use of the
Premises. Upon reasonable prior notice, CITY may inspect and audit the operation
of LESSEE’s business and all other business activities conducted on the Premises,
and all financial transactions resulting from LESSEE’s use of the Premises as CITY
may deem necessary, in its sole discretion, to protect CITY’s rights under this
Lease. If required by competent governmental authority, LESSEE shall promptly
deliver to CITY, at CITY’s reasonable request and at LESSEE’s sole cost and
expense, any and all data reasonably needed to fully comply with such authority’s
requirements related to LESSEE’s operations and activities conducted on the
Premises, and all financial transactions resulting from LESSEE’s use of the
Premises.

Audit Cost. The full cost of each CITY audit shall be borne by CITY, unless one
or both of the following conditions exists, in which case LESSEE shall reimburse
CITY for all costs of the audit:

a.  Forany given Lease Year, if an audit reveals an underpayment of rent of more
than five percent (5%) on an annual basis, calculated as the difference
between the rent reported as payable by LESSEE and the rent payable as
determined by the audit; or

b.  LESSEE failed to maintain materially true, accurate and complete books,
records, accounts and supporting source documents as required by this
Lease.

Any rent deficiency determined by the audit shall be delinquent rent, subject to all
penalties and remedies provided to CITY for delinquent rent under this Lease.
CITY shall credit any overpayment determined by the audit, without interest,
against future rents due under this Lease. If no future rents are then due under this
Lease, CITY shall refund to LESSEE any overpayment determined by the audit,
without interest, within sixty (60) days after CITY s certification of the audit.

Delinquent Payments. If LESSEE fails to make any payment under this Lease when due,

LESSEE shall pay to CITY, in addition to the unpaid amount, five percent (5%) of the

unpaid amount, which shall be additional rent. If any amount of such payment remains

Page 12 of 50



unpaid after fifteen (15) days past due, LESSEE shall pay to CITY an additional five
percent (5%) of the unpaid amount being a total of ten percent (10%), which shall be
additional rent. Notwithstanding the foregoing, in no event shall the charge for late
payment of rent be less than Twenty-Five Dollars ($25). After thirty (30) days past due,
unpaid amounts due CITY under this Lease may be referred to the San Diego City
Treasurer for collection, and shall be subject to San Diego Municipal Code section
22.1707, as may be amended from time to time. LESSEE shall pay to CITY any collection-
referral fee and all other fees and charges plus interest as may then be charged by the San
Diego City Treasurer under authority of the San Diego Municipal Code. Acceptance of
late charges and any portion of the late payment by CITY shall neither constitute a waiver
of LESSEE’s breach or default with respect to the late payment nor prevent CITY from
exercising any other rights and remedies available at law or in equity. As required by law,
LESSEE is hereby notified that a negative credit report may be submitted to a credit
reporting agency if amounts due CITY are not paid when due.

SECTION 4: ENCUMBRANCES; ASSIGNMENT & SUBLETTING

4.1

Leasehold Encumbrances. Subject to CITY’s written consent, LESSEE may encumber
LESSEE’s leasehold estate by deed of trust, mortgage, or other security instrument to
assure the payment of LESSEE’s debts, upon the condition that the proceeds of such loan
or loans be devoted exclusively to capital expenditures for the purpose of rehabilitating,
improving, repairing or maintaining the Premises. Proceeds from refinancing may also be
used for the internal capital restructuring of LESSEE and/or to reduce LESSEE’s equity
upon the condition that all proceeds cause substantial benefit to CITY’s interest in the
Premises, including without limitation, capital investment in and/or improvement of the
Premises. Each such encumbrance shall be subject to all of the terms, covenants and
conditions of this Lease, shall not be deemed to amend or alter any of the terms, covenants
or conditions of this Lease, and shall be subordinate to CITY’s fee interest in the Premises
and any and all CITY encumbrances on that fee interest. Approval is conditioned upon:

a)  The principal amount of the total encumbrance(s) on LESSEE’s leasehold estate shall
not exceed Twenty-Five percent (25%) of the value of the leasehold, as determined
by an independent MAI appraiser, reasonably approved by the City, which appraisal
shall be prepared at LESSEE’s sole cost and expense;

b)  The Debt Service Coverage Ratio shall not be less than 1.25; and

¢)  LESSEE shall pay additional consideration to the City as set forth in Section 4.4.4 of
this Lease.

4.2 Assignment, Subletting, Refinancing.

4.2.1 LESSEE shall not assign this Lease or any interest in this Lease to anyone without
CITY’s prior written consent in each instance.
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4.3

422

42.3

424

LESSEE shall not sublet the Premises or any part of the Premises to anyone without
CITY’s prior written consent in each instance.

LESSEE shall not grant any license or other right or appurtenant privilege to the
Premises, or permit any other person, except LESSEE’s employees, agents, guests
and subtenants, to use or occupy the Premises or any part of the Premises without
CITY’s prior written consent in each instance.

Neither this Lease nor any interest in it shall be assignable, as to LESSEE’s interest,
by operation of law, without CITY’s prior written consent in each instance. As used
in this Lease, “assignment” shall include without limitation the transfer of any
interest in this Lease and, if LESSEE is other than a natural person, the transfer of
a controlling interest in LESSEE or any of LESSEE’s general partners, principals
or controlling shareholders.

Additional Consideration to CITY.

4.3.1

4.3.2

43.3

If this Lease is assigned, or if LESSEE subleases a majority of the Premises, or in
the event of a refinancing that encumbers the leasehold, then in addition to any
other amounts payable by LESSEE under this Lease, LESSEE shall pay to CITY
an amount equal to for assignments, two percent (2%) of the gross amount paid for
the leasehold; (b) for majority subleases, two percent (2%) of all amounts paid to
LESSEE in consideration of such sublease;

In the event of a refinancing that encumbers the leasehold, LESSEE shall pay to
CITY an amount equal to two percent (2%) of the amount of any new loan over
and above the sum of the balance of the old loan, less the cost of any improvements
made to the Premises with proceeds from the refinancing.

The amount upon which such two percent (2%) payments shall be based shall be
the total consideration resulting from the transaction, including without limitation
all cash payments and the market value of non-cash consideration, including
without limitation stocks, bonds, deferred payments, secured and unsecured notes,
and forbearances regarding claims and judgments. Prior to CITY’s consent to any
assignment, subletting, or refinancing, LESSEE shall deliver to CITY a written
statement of all sums due and owing to CITY from LESSEE pursuant to the
provisions of this Section 4.3.3, together with an acknowledgment from the
proposed assignee, sublessee or the source of the refinancing as to the amount due
CITY. The additional consideration payable to CITY for each assignment,
sublease, and/or refinancing shall be paid concurrently with the closing of the
proposed transaction. The additional consideration due CITY pursuant to this
Section 4.4 shall be payable to CITY when accrued regardless of actual receipt by
LESSEE. The applicable two-percent (2%) payments required by this Section 4.3.3
shall not apply to:
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a) an assignment or transfer of a beneficial interest in the leasehold resulting from
devise, bequest, intestate succession or by operation of law for the benefit of
the spouse or descendants of the individual who is LESSEE or the owner of a
controlling interest in LESSEE; or

b) an assignment deemed by CITY, in its sole discretion, not to materially affect
the legal and equitable ownership interests in the leasehold, such as a change in
LESSEE’s legal or fictitious name without any other change in the equity,
beneficial use of, or legal title to, the leasehold as an asset or the income
produced thereby; or

c) any assignment, sale or transfer of any limited partnership interest in LESSEE.

4.4  Consent Conditions. CITY may require, as a condition to consenting to any assignment,
sublease or other grant of rights related to the use and occupancy of the Premises, that this
Lease be revised to comply with then-current CITY lease provisions, and that the sublease
be subject and subordinate to each and every provision of this Lease.

4.5 Charter Section 225. Pursuant to San Diego City Charter section 225, LESSEE and each
of its assignees and majority subtenants shall make a full and complete disclosure of the
name and identity of all persons and/or entities directly or indirectly involved in this Lease
and the precise nature of all interests of all such persons. Each and every person and/or
entity proposed to have an interest in this Lease shall be subject to CITY’s prior review .
and approval, in CITY’s sole discretion.

SECTION 5: DEFAULT AND REMEDIES
5.1 Default. LESSEE shall be in default of this Lease if any of the following occurs:

5.1.1 LESSEE fails to make any payment required under this Lease when due;

5.1.2  LESSEE breaches any of its obligations under this Lease, other than those requiring
payment to CITY, and fails to cure the breach within thirty (30) days following
written notice thereof from CITY, or if not curable within thirty (30) days, fails to
commence to cure the breach within thirty (30) days and diligently pursue the cure
to completion;

5.1.3  LESSEE voluntarily files or involuntarily has filed against it any petition under any
bankruptcy or insolvency act or law;

5.1.4 LESSEE is adjudicated a bankrupt; or
5.1.5 LESSEE makes a general assignment for the benefit of creditors.

5.2 Remedies. Upon LESSEE’s default, CITY may, at its option, give LESSEE, or any person
claiming rights through LESSEE, (1) a written “Three Day Notice to Pay or Quit,” for
failures to make required payments, or (2) a “Notice of Termination” for defaults not
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5.3

requiring payment to CITY, in order that CITY may seek to terminate the Lease and all
rights of LESSEE, and all persons claiming rights through LESSEE, to the Premises or to
possession of the Premises. Upon termination, CITY may enter and take possession of the
Premises, and may recover from LESSEE the sum of:

5.2.1 the worth at the time of any unpaid rent that was due at the time of termination;

5.2.2 the worth at the time of award of the amount by which the unpaid rent that would
have been earned after termination until the time of award exceeds the amount of
rental loss, if any, that LESSEE affirmatively proves could have been reasonably
avoided;

5.2.3 the worth at the time of award of the amount by which the unpaid rent for the
balance of the term after the time of award exceeds the amount of rental loss, if any,
that LESSEE affirmatively proves could be reasonably avoided;

5.2.4 any other amount necessary to compensate CITY for all the detriment proximately
caused by LESSEE’s breach and default, or that in the ordinary course of things,
would be likely to result; and

5.2.5 all other amounts in addition to or in lieu of those previously stated as may be
permitted from time to time by California law.

As used in clauses 5.2.1 and 5.2.2, above, the "worth at the time of award" is computed by
allowing interest at the rate of ten percent (10%) per annum. Asused in clause 5.2.3, above,
the "worth at the time of award" is computed by discounting that amount at the discount
rate of the Federal Reserve Bank of San Francisco at the time of award plus two percent
(2%). As used in this section, the term "rent" shall include rent and any other amounts
payable by LESSEE under this Lease.

Default _if Leasehold is Encumbered. If there is a CITY-approved encumbrance on
LESSEE’s leasehold interest, CITY shall give the mortgagee or beneficiary written notice
of LESSEE’s default under this Lease, and the same mortgagee or beneficiary shall have
thirty (30) days from the notice to cure the default, or, if the default is not curable within
thirty (30) days, to commence to cure the default and diligently pursue the cure to
completion, CITY may extend the cure period if the mortgagee or beneficiary uses
reasonable diligence to pursue a cure. If the mortgagee or beneficiary chooses to cure the
default through litigation or foreclosure, then CITY may exercise any of the following
options:

5.3.1 CITY may correct the default and charge the costs to the account of LESSEE,
which charge shall be due and payable on the date that the rent is next due after
CITY’s notice of such costs to LESSEE, and mortgagee or beneficiary;

5.3.2  CITY may correct the default and pay the costs from the proceeds of any insurance
fund held by CITY, CITY and LESSEE, or by CITY and mortgagee or beneficiary,
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5.4

5.5

or CITY may use the funds of any faithful performance or cash bond on deposit
with CITY, or CITY may call on the bonding agent to correct the default or to pay
the costs of correction performed by or at the direction of CITY; and,

5.3.3 CITY may terminate this Lease as to the rights of LESSEE by assuming or causing
the assumption of liability for any trust deed or mortgage. LESSEE shall assume
and pay any and all penalties or bonuses required by the beneficiaries, trustees or
mortgagees as a condition of early payoff of the related obligations by
CITY. CITY may, as an alternative, substitute the terminated LESSEE with a new
lessee reasonably satisfactory to the mortgagee or beneficiary. LESSEE shall pay
to CITY all reasonable costs incurred by CITY in re-leasing to a new lessee.

If the default is non-curable by LESSEE, then any lender holding a beneficial
interest in the Premises, whose qualifications as an assignee have been approved
by CITY, shall have the absolute right to substitute itself to the estate of LESSEE
hereunder and to commence performance of this Lease. If the mortgagee or
beneficiary gives notice in writing of its election to substitute itself within the
thirty (30) day period after receiving CITY’s written notice of a default, and the
default, if curable, is cured by the mortgagee or beneficiary, then this Lease will
not terminate pursuant to the default. In that event, CITY consents to the
substitution and authorizes the mortgagee or beneficiary to perform under this
Lease with all the rights, privileges, and obligations of LESSEE, subject to the
curing of the default, if possible, by mortgagee or beneficiary. In that event,
LESSEE shall assign to mortgagee or beneficiary all of its interest in and to the
leasehold estate under this Lease.

Abandonment by LESSEE. If LESSEE abandons the Premises, this Lease shall continue
in effect as long as CITY does not terminate this Lease, and CITY may enforce all of its
rights and remedies under this Lease, including without limitation the right to recover rent
as it becomes due, plus damages.

Waiver. Any waiver by CITY of a breach or default by LESSEE shall not be a waiver of
any other breach or default. No waiver shall be valid and binding unless in writing and
executed by CITY. CITY’s delay or failure to enforce a right or remedy shall not be a
waiver of that or any other right or remedy under this Lease. The enforcement of a
particular right or remedy for a breach or default shall not waive any other right or remedy
for the same breach or default, or for any other or later breach or default. CITY’s
acceptance of any rents shall not be a waiver of any default preceding such
payment. LESSEE acknowledges that the Premises are a part of publicly-owned property
held in trust for the benefit of the citizens of the City of San Diego, and that any failure by
CITY to discover a breach or default, or take prompt action to require the cure of any
breach or default, shall not result in an equitable estoppel, but CITY shall at all times, have
the legal right to require the cure of any breach or default. CITY’s acceptance of a partial
payment of rent shall not constitute a waiver of the balance of the rent payment due.

SECTION 6: EMINENT DOMAIN
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6.1

Eminent Domain. If all or part of the Premises are taken through condemnation
proceedings or under threat of condemnation by any public authority with the power of
eminent domain, the interests of CITY and LESSEE (or beneficiary or mortgagee) shall be
as follows:

6.1.1 Full Taking. Ifthe entire Premises are taken, this Lease shall terminate on the date
of the transfer of title or possession to the condemning authority, whichever first
occurs.

6.1.2 Partial Taking - Remainder Unusable. If a partial taking of the Premises occurs,
and in the opinion of CITY, the remaining part of the Premises are unsuitable for
continued lease operation, this Lease shall terminate on the date of the transfer of
title or possession to the condemning authority, whichever first occurs.

6.1.3 Partial Taking - Remainder Usable. If a partial taking of the Premises occurs, and
in the reasonable opinion of CITY, the remaining part of the Premises are suitable
for continued Lease operation, this Lease shall terminate in regard to the portion
taken on the date of the transfer of title or possession to the condemning authority,
whichever first occurs, but shall continue for the portion not taken. The rent shall
be equitably reduced to reflect the portion of the Premises taken, only to the extent
that LESSEE’s operations are reduced or impaired.

6.1.4 LESSEE’s Award. Subject to the rights of mortgagees, LESSEE shall receive the
fair market value of its leasehold interest under this Lease for the remaining Term
and the value of its loss of goodwill, if any, awarded by the taking authority, CITY
shall have no liability to LESSEE for any award not provided by the condemning
authority.

6.1.5 Transfer. CITY has the right to transfer CITY s interests in the Premises in lieu of
condemnation to any authority entitled to exercise the power of eminent domain.
If a transfer occurs, LESSEE shall retain whatever interest it may have in the fair
market value of any LESSEE-owned improvements on the Premises in accordance
with this Lease.

6.1.6 No Inverse Condemnation. The exercise of any CITY right under this Lease shall
not be interpreted as an exercise of the power of eminent domain and shall not
impose any liability upon CITY for inverse condemnation.

SECTION 7: INDEMNITY; HOLD HARMLESS; INSURANCE

7.1

Indemnification & Hold Harmless. LESSEE shall protect, defend, indemnify and hold
CITY and its elected officials, officers, employees, representatives and agents harmless
from and against any and all claims asserted or liability established for damages or injuries
to any person or property, including injury to LESSEE’s officers, employees, invitees,
guests, agents or contractors, which arise out of or are in any manner directly or indirectly
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7.2

connected with this Lease, approval of this Lease or LESSEE’s acts or omissions in the
performance of its rights and obligations under this Lease, and all expenses of investigating
and defending against same, including without limitation attorney fees and costs; provided,
however, that LESSEE’s duty to indemnify and hold CITY harmless shall not include any
established liability arising from the gross negligence or intentional misconduct of CITY
or its elected officials, officers, employees, representatives or agents. CITY may, at its
election, conduct the defense or participate in the defense of any claim related in any way
to this indemnification. If CITY chooses at its own election to conduct its own defense,
participate in its own defense, or obtain independent legal counsel in defense of any claim
related to this indemnification, LESSEE shall pay all of the costs related thereto, including
without limitation reasonable attorney fees and costs.

Insurance. Prior to the Commencement Date, LESSEE shall not begin operating under this
Lease until it has: (a) obtained, and upon CITY’s request provided to CITY, insurance
certificates reflecting evidence of all insurance required in below; however, CITY reserves
the right to request, and LESSEE shall submit, copies of any policy upon reasonable
request by CITY; (b) obtained CITY approval of each company or companies; and (c)
confirmed that all policies contain the specific provisions required below. LESSEE’s
liabilities, including but not limited to LESSEE’s indemnity obligations, under this Lease,
shall not be deemed limited in any way to the insurance coverage required herein. Except
as provided for under California law, all policies of insurance required hereunder must
provide that CITY is entitled to thirty (30) days prior written notice (10 days for
cancellation due to non-payment of premium) of cancellation or non-renewal of the policy
or policies. Maintenance of specified insurance coverage is a material element of this Lease
and LESSEE’s failure to maintain or renew coverage or to provide evidence of renewal
during the term of this Lease may be treated as a material breach of contract by CITY.

Further, LESSEE shall not modify any policy or endorsement thereto which increases
CITY’s exposure to loss for the duration of this Lease.

7.2.1 Types of Insurance. At all times during the term of this Lease, the LESSEE shall
maintain insurance coverage as follows:

7.2.1.1 Commercial General Liability. Commercial General Liability (CGL)
Insurance written on an ISO Occurrence form CG 00 01 07 98 or an
equivalent form providing coverage at least as broad which shall cover
liability arising from any and all personal injury or property damage in the
amount of $3 million per occurrence and subject to an annual aggregate
of $5 million. There shall be no endorsement or modification of the CGL
limiting the scope of coverage for either insured vs. insured claims or
contractual liability. All defense costs shall be outside the limits of the
policy.

7.2.1.2 Commercial Automobile Liability. For all of LESSEE's automobiles

including owned, hired and non-owned automobiles, LESSEE shall keep
in full force and effect, automobile insurance written on an ISO form CA
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722

72.3

7.2.4

00 01 12 90 or a later version of this form or an equivalent form providing
coverage at least as broad for bodily injury and property damage for a
combined single limit of $1 million per occurrence. Insurance certificate
shall reflect coverage for any automobile (any auto).

7.2.1.3  Workers' Compensation. For all of LESSEE's employees who ate subject
to the Lease and to the extent required by the applicable state or federal
law, LESSEE shall keep in full force and effect, a Workers' Compensation
policy. That policy shall provide a minimum of $1 million of employers'
liability coverage, and LESSEE shall provide an endorsement that the
insurer waives the right of subrogation against CITY and its respective
elected officials, officers, employees, agents and representatives.

7.2.1.4 Causes of Loss - Special Form Property Insurance. LESSEE shall obtain
and maintain, at its sole cost, Causes of Loss - Special Form Property
Insurance on all of LESSEE’s insurable property related to the Allowed
Uses under this Lease or the Premises in an amount to cover one hundred
percent (100%) of the replacement cost.

Deductibles. All deductibles on any policy shall be the responsibility of LESSEE
and shall be disclosed to CITY at the time the evidence of insurance is provided.

Acceptability of Insurers. Except for the State Compensation Insurance Fund, all
insurance required by the Lease shall only be carried by insurance companies with
a rating of at least “A-, VI” by A.M. Best Company, that are authorized by the
California Insurance Commissioner to do business in the State of California, and
that have been approved by CITY. CITY will accept insurance provided by non-
admitted, “surplus lines” carriers only if the carrier is authorized to do business in
the State of California and is included on the List of Eligible Surplus Lines Insurers
(LESLI list). All policies of insurance carried by non-admitted carriers are subject
to all of the requirements for policies of insurance provided by admitted carriers
described herein.

Required Endorsements. The following endorsements to the policies of insurance
are required to be provided to CITY prior to the Commencement Date.

7.2.4.1 Commercial General Liability Insurance Endorsements.
ADDITIONAL INSURED. To the fullest extent allowed by law

including but not limited to California Insurance Code Section
11580.04, the policy or policies must be endorsed to include, as an
Additional Insured, CITY and its respective elected officials, officers,
employees, agents and representatives with respect to liability arising
out of (a) ongoing operations performed by you or on your behalf, (b)
your products, (c) your work, including but not limited to your
completed operations performed by you or on your behalf, or (d)
premises owned, leased, controlled or used by you.
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7.2.5

7.2.6

PRIMARY AND NON-CONTRIBUTORY COVERAGE. The policy
or policies must be endorsed to provide that the insurance afforded by
the Commercial General Liability policy or policies is primary to any
insurance or self-insurance of CITY and its elected officials, officers,
employees, agents and representatives as respects operations of the
Named Insured. Any insurance maintained by CITY and its elected
officials, officers, employees, agents and representatives shall be in
excess of LESSEE’s insurance and shall not contribute to it.

SEVERABILITY OF INTEREST. The policy or policies must be
endorsed to provide that the LESSEE’s insurance shall apply separately
to each insured against whom claim is made or suit is brought, except
with respect to the limits of the insurer’s liability and shall provide
cross-liability coverage.

7.2.4.2  Automobile Liability Insurance Endorsements.

ADDITIONAL INSURED. To the fullest extent allowed by law
including but not limited to California Insurance Code Section
11580.04, the policy or policies must be endorsed to include, as an
Additional Insured, CITY and its respective elected officials, officers,
employees, agents and representatives with respect to liability arising
out of automobile owned, leased, hired or borrowed by or on behalf of
LESSEE.

7.2.4.3 Worker’s Compensation Insurance Endorsements.
WAIVER OF SUBROGATION. The Worker’s Compensation policy or
policies must be endorsed to provide that the insurer will waive all rights
of subrogation against CITY and its respective elected officials,
officers, employees, agents and representatives for losses paid under the
terms of this policy or these policies which arise from work performed
by the Named Insured for CITY.

Reservation of Rights and Modification. CITY reserves the right, from time to
time, to review LESSEE’s insurance coverage, limits, deductibles and self-insured
retentions to determine if they are acceptable to CITY. To assure protection from
and against the kind and extent of risk existing with the Allowed Uses, CITY, at its
reasonable discretion, may require the revision of amounts and/or coverage of any
insurance required under this Lease at any time, by giving LESSEE thirty (30) days
prior written notice. LESSEE shall also obtain any additional insurance required by
CITY for new improvements, changed circumstances, or CITY’s reasonable re-
evaluation of risk levels related to the Allowed Uses.

Additional Insurance. LESSEE may obtain additional insurance not required by
the Lease.
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7.2.7 Excess Insurance. All policies providing excess coverage to CITY shall follow the
form of the primary policy or policies including but not limited to all endorsements.

7.2.8  Accident Reports. LESSEE shall immediately report to CITY any accident causing
property damage or injury to persons on the Premises or otherwise related to the
Allowed Uses. Such report shall contain the names and addresses of the involved
parties, a statement of the circumstances, the date and hour of the accident, the
names and addresses of any witnesses, and other pertinent information.

SECTION 8: IMPROVEMENTS; ALTERATIONS; MAINTENANCE

8.1

8.2

8.3

8.4

Acceptance of Premises. LESSEE acknowledges that the Premises are in good order and
condition and shall take possession of the Premises "as is." CITY has not made and makes
no representation or warranty as to the condition or suitability of the Premises for
LESSEE’s intended use, and assumes no obligation to alter or improve the Premises.
LESSEE has relied solely on its own independent investigations of the condition and
suitability of the Premises, and is satisfied with the condition thereof.

Improvements/Alterations. No improvements shall be constructed on the Premises, and
the Premises may not be altered, by LESSEE without CITY’s prior written approval, which
shall not be unreasonably withheld. LESSEE shall not make any structural or architectural
design alterations to approved improvements, structures or installations on the Premises
without CITY’s prior written approval. This provision shall not relieve LESSEE of any
maintenance obligation underthis Lease. CITY shall not be obligated by this Lease to make
or assume any expense for any improvements or alterations to the Premises.

Construction Bond. If LESSEE constructs improvements on the Premises, LESSEE shall
deposit with CITY, prior to commencement of the construction, a faithful performance
bond in the amount of one hundred percent (100%) of the estimated construction cost of
the work to be performed. The bond may be in cash or may be a corporate surety bond or
other security satisfactory to CITY. The bond shall insure that the construction commenced
by LESSEE shall be completed in accordance with the plans approved by CITY or, at the
option of CITY that the uncompleted construction shall be removed and the Premises
restored to a condition satisfactory to CITY. The bond or cash shall be held in trust by
CITY for the purpose specified above, or at CITY’s option may be placed in an escrow
approved by CITY.

Liens. LESSEE shall protect, defend, indemnify and hold CITY harmless from and against
all claims for labor or materials in connection with operations, improvements, alterations,
upgrades, construction or repairs on or to the Premises and the costs of defending against
such claims, including without limitation reasonable attorney fees. If LESSEE causes
improvements, alterations, upgrades, construction or repairs to be made to the Premises,
and a lien or notice of lien is filed against the Premises, LESSEE shall notify CITY of the
lien within five (5) days after LESSEE first becomes aware of the existence of the lien,
and, within thirty (30) days after the filing, either: (a) take all actions necessary to record a
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8.5

8.6

valid release of the lien; or (b) file with CITY a bond, cash or other security acceptable to
CITY sufficient to pay in full all claims of all persons seeking relief under the lien.

Ownership of Improvements and Personal Property. CITY shall not own any
improvements, fixtures, structures or installations on the Premises during the Term, unless
such ownership is evidenced by a separate writing. LESSEE shall not remove any
improvements, fixtures, structures or installations during the Term without CITY’s prior
written consent in each instance. Upon expiration or termination of this Lease, all
improvements, fixtures, structures and installations on the Premises shall be deemed a part
of the Premises and owned by CITY. Notwithstanding the foregoing sentence, CITY may,
upon notice to LESSEE at Lease termination or at any time prior to the expiration of the
Term, elect to have part or all of such improvements, fixtures, structures and installations
or additions removed by LESSEE upon the termination or expiration of this Lease. In that
case, LESSEE shall, at LESSEE’s sole cost and expense, remove those items designated
for removal in CITY’s notice and restore the Premises to CITY’s reasonable satisfaction
as soon as practicable, but in no event later than sixty (60) days after the expiration or
earlier termination of this Lease. LESSEE, at its sole cost and expense, shall be responsible
for the repair of any and all damage resulting from the removal of such items. If LESSEE
fails to remove the items as required in this section, CITY may, at its option, remove them
at LESSEE’s sole cost and expense.

8.5.1 Personal Property. LESSEE shall remove LESSEE-owned machines, appliances,
equipment, trade fixtures and other items of personal property upon the expiration
of the Term, or as soon as practicable after termination of this Lease. Any such
items which LESSEE fails to remove shall be deemed abandoned and become
CITY’s property free of all claims and liens, or CITY may, at its option, remove
such items at LESSEE’s sole cost and expense. LESSEE, at its sole cost and
expense, shall be responsible for the repair of any and all damage resulting from
the removal of its personal property from the Premises.

8.5.2 Late Removal. Notwithstanding any provision of this Lease to the contrary,
LESSEE shall pay rent to CITY for any period of time after the expiration or
termination of this Lease needed to remove improvements, fixtures, structures or
installations or personal property as required, whether by CITY or by LESSEE.
Such rent shall be calculated on a per diem basis using the then-current fair market
rental rate as determined by an appraisal prepared by a qualified appraiser, who
may be CITY staff.

8.5.3 CITY’s Right to Acquire Personal Property. If LESSEE wants to sell or otherwise
dispose of any of its personal property used in its operations on the Premises upon
expiration or termination of this Lease, CITY shall have the first right to acquire
such personal property.

Waste, Damage. or Destruction. LESSEE shall not commit or allow to be committed any
waste or any public or private nuisance on the Premises, shall keep the Premises clean and
clear of refuse and obstructions, and shall dispose of all garbage, trash and rubbish in a
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8.7

8.8

8.9

8.10

manner satisfactory to CITY. If the Premises are put into a condition which is not decent,
safe, healthy and sanitary, LESSEE shall restore the Premises to a decent, safe, healthy and
sanitary condition within a reasonable time and to CITYs reasonable satisfaction.

Entry and Inspection. Upon not less than 72 hours written notice to the LESSEE (except
in the event of an emergency in which case no prior notice shall be required), CITY, as the
lessor under this Lease with no effect on its governmental rights and powers, may, during
regular business hours enter and inspect the Premises and the operations conducted on the
Premises, provided that such entry and inspection shall not substantially unreasonably
interfere with LESSEE’s or LESSEE’s subtenants’ use of the Premises.

Maintenance. Except for the Public Trail, LESSEE shall maintain the Premises and all
improvements, fixtures, structures or installations thereon in a decent, safe, healthy and
sanitary condition reasonably satisfactory to CITY. CITY shall have no obligation or
responsibility to remove debris, or to construct, maintain, repair or replace improvements,
fixtures, structures or installations on the Premises.

8.8.1 Turf Fields Maintenance. In addition to maintaining LESSEE’s Facilities in a
decent, safe, healthy and sanitary condition, LESSEE shall maintain the turf fields
(“Turf Fields”) to CITY’s reasonable satisfaction.

8.8.1.1 All maintenance shall be subject to all applicable laws, rules, regulations
and directives of competent governmental authorities. LESSEE shall, at its
sole cost and expense, seek and obtain all necessary permits and approvals,
including environmental clearance, required for the construction, and
maintenance of the Turf Fields.

8.8.1.2 LESSEE shall deliver to CITY copies of all paid invoices for maintenance
of the Turf Fields, as and when paid.

Utilities. LESSEE may order and install utilities, subject to obtaining all necessary
approvals and permits. LESSEE shall order, obtain and pay for all utilities and service and
installation charges in connection with the Premises.

8.9.1 LESSEE agrees and acknowledges that the Premises has two wells, with one well
currently dry. LESSEE may install a third well at its sole cost and expense, and
subject to LESSEE securing all applicable local, state and federal approvals and
permits.

Taxes. LESSEE shall pay, before delinquency, all taxes, assessments and fees assessed or
levied upon the Premises or upon LESSEE’s use and occupancy of the Premises, including
without limitation licenses and permits, and including the land and any improvements or
fixtures installed or maintained by LESSEE thereon. LESSEE acknowledges that this
Lease may create a possessory interest subject to property taxation and that LESSEE may
be subject to the payment of taxes levied on that possessoty interest. LESSEE shall pay
all such possessory interest taxes. LESSEE’s payment of taxes, fees and assessments shall
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8.11

8.12

8.13

not reduce any rent due to the CITY. CITY shall not assume any responsibility for any
taxes whatsoever resulting from LESSEE’s possession, use or occupancy of the Premises.

Signs. LESSEE shall not erect or display any banners, pennants, flags, posters, signs,
decorations, marquees, awnings or similar devices or advertising without CITY’s prior
written consent or approval. If any such unauthorized item is found on the Premises,
LESSEE shall remove the item at its expense within twenty-four (24) hours after notice by
CITY, or CITY may thereafter remove the item at LESSEE’s cost.

Unavoidable Delay. If the performance of an act required by this Lease is directly
prevented or delayed by a cause beyond the reasonable control of the party required to
perform the act, that party shall be excused from performing the act for a period equal to
the period of the prevention or delay. This provision shall not apply to obligations to pay
rent. The party claiming a delay shall notify the other party in writing within ten (10) days
after the beginning of any claimed delay.

Hazardous Substances.

8.13.1 LESSEE shall not allow the illegal installation, storage, utilization, generation,
sale or release of Hazardous Substances or otherwise regulated substances in, on,
under or from the Premises. LESSEE and LESSEE’s agents and contractors shall
not install, store, utilize, generate or sell any Hazardous Substance in violation of
applicable law on the Premises without CITY’s written consent. LESSEE shall
obtain and maintain all required licenses and permits from applicable regulatory
agencies, including without limitation the San Diego County Department of
Environmental Health, local fire agencies, the San Diego County Department of
Weights and Measures, the San Diego County Air Pollution Control District, and
the San Diego Regional Water Quality Control Board. Installing, utilizing, storing
or any other presence of a Hazardous Substance includes boxes, bags, bottles,
drums, cylinders, above or below ground tanks, equipment with tanks, or any other
type of container, equipment or device which holds or incorporates a Hazardous
Substance or hazardous waste in violation of applicable law.

8.13.2 Definitions. A “release” shall include without limitation any spilling, leaking,
pumping, pouring, emitting, emptying, discharging, injecting, escaping, leaching,
dumping or otherwise disposing of Hazardous Substances. “Hazardous
Substances™ shall mean any hazardous liquid, solid, gaseous material, or waste
substances listed by the Environmental Protection Agency or the State of
California as a Hazardous Substance, and any type of petroleum-related substances
and their chemical constituents.

8.13.3 Remediation. If LESSEE’s occupancy, use, development, maintenance or
restoration of the Premises results in a release of a Hazardous Substance, LESSEE
shall pay all costs of remediation and removal to the CITY’s satisfaction for
unrestricted reuse of the Premises in accordance with all applicable laws, rules and
regulations of competent governmental authority.
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8.13.4

8.13.5

8.13.6

8.13.7

Removal. If LESSEE or LESSEE’s contractor or agent has received approval and
permits to store, utilize, generate or install, or otherwise bring Hazardous
Substances onto the Premises, LESSEE shall remove, or cause to be removed, all
such Hazardous Substances from the Premises immediately upon or prior to the
expiration or earlier termination of this Lease. CITY reserves the right to conduct
inspections of the Premises and/or request documentation demonstrating the legal
removal and/or disposal of the Hazardous Substances from the Premises. LESSEE
shall pay any and all costs incurred by CITY to remove or cause the removal of
such Hazardous Substances from the Premises.

Indemnity. LESSEE shall protect, defend, indemnify and hold CITY harmless
from any and all claims, costs and expenses related to environmental liabilities
resulting from LESSEE’s occupancy, use, development, maintenance or
restoration of the Premises, including without limitation: (i) costs of environmental
assessments; (ii) costs of regulatory remediation oversight; (iii) costs of
remediation and removal; (iv) any necessary CITY response costs; (v) all fines,
penalties, or fees assessed by any regulatory agency; (vi) damages for injury to
natural resources, LESSEE’s officers, employees, invitees, guests, agents, or
contractors, or the public; and (vii) all costs of any health assessments or health
effect studies.

Notice of Release. If LESSEE knows or has reasonable cause to believe that a
Hazardous Substance has been released on, from or within the Premises, LESSEE
shall immediately notify CITY and any appropriate regulatory or reporting agency
per California Code of Regulations Title 19 and any other applicable laws or
regulations. LESSEE shall deliver a written report thereof to CITY within three
(3) days after receipt of the knowledge or cause for belief and submit any required
written reports to regulatory or reporting agencies as required by regulation or law.
If LESSEE knows or has reasonable cause to believe that such substance is an
imminent release or is an imminent substantial danger to public health and safety,
LESSEE shall take all actions necessary to alleviate the danger. LESSEE shall
immediately notify CITY in writing of any violation, notice to comply, or notice
of violation received or the initiation of environmental actions or private suits
related to the Premises.

Environmental Assessment. Upon reasonable cause to believe that LESSEE’s
occupancy, use, development, maintenance or restoration of the Premises
(“LESSEE’s Operations”), resulted in any Hazardous Substance being released
on, from or beneath the Premises, CITY may cause an environmental assessment
under regulatory oversight of the suspect area to be performed by a professional
environmental consultant registered with the State of California as a Professional
Engineer, Certified Engineering Geologist or Registered Civil Engineer. The
environmental assessment shall be obtained at LESSEE’s sole cost and expense,
and shall establish what, if any, Hazardous Substances have more likely than not
been caused by LESSEE’s Operations on, in, from or under the Premises, and in
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what quantities. If any such Hazardous Substances exist in quantities greater than
allowed by laws, rules and regulations of competent governmental authority, or
require future restricted re-use of the Premises, then the environmental assessment
shall include a discussion of such substances with recommendations for
remediation and removal necessary to effect unrestricted re-use and in compliance
with those laws, rules and regulations, and estimates of the cost of such
remediation or removal. LESSEE shall cause, or if LESSEE fails to do so within
a reasonable period of time, as determined by CITY in its sole discretion, CITY
may cause the remediation and/or removal recommended in the environmental
assessment such that unrestricted re-use of the Premises and compliance with the
laws, rules and regulations of competent governmental authority is achieved, and
LESSEE shall pay all costs and expenses therefor.

SECTION 9: SITE DEVELOPMENT PERMIT

9.1

Site Development Permit. LESSEE acknowledges that Site Development Permit No.
618626 (SDP) was issued by the City of San Diego Planning Commission to CITY and
Rancho Santa Fe Polo Club, as permittee and lessee under the Current Lease, attached
hereto as Exhibit C: Site Development Permit No. 618626. The SDP was recorded in
the San Diego County Recorder’s Office as Document No. 2011-0473204 and is a
covenant running with the Premises. The private exercise track for equestrians for
equestrians has been completed. The restoration of the Public Trail remains to be
completed in conformance with the SDP.

SECTION 10: GENERAL PROVISIONS

10.1

10.2

Accessibility Assessment. In accordance with California Civil Code section 1938, CITY
hereby states that the Premises have not been inspected by a Certified Access Specialist
(CASp).

Notices. Any notice required or permitted to be given under this Lease shall be in writing
and may be served personally or by United States Postal Service, postage prepaid and
addressed as follows:

If to LESSEE:
Mike Connerley, President
Surf Cup Sports, LLC

2683 Via De La Valle G #209
Del Mar, CA 92014

Ifto CITY:
THE CITY OF SAN DIEGO

Attention: Director, Real Estate Assets Department
1200 Third Avenue, Suite 1700 (MS 51A)
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10.3

104

10.5

San Diego, California 92101

Compliance with Law. LESSEE shall at all times in the construction, maintenance,
occupancy, restoration and operation of the Premises comply with all applicable laws, rules
and regulations of competent legal authority, at LESSEE’s sole cost and expense. LESSEE
shall promptly deliver to CITY copies of all documentary evidence of such compliance
received by or otherwise available to LESSEE (e.g., validation of periodic inspection of
LESSEE fire-suppression equipment).

California Public Records Act. CITY shall determine, in its sole discretion, whether
information provided to CITY by LESSEE is or is not a public record subject to disclosure
under the California Public Records Act (CPRA). If LESSEE notifies CITY that it objects
to the disclosure of certain information to a third party, LESSEE shall deliver to CITY,
with such notice, specific and detailed legal grounds, including any applicable case law,
upon which CITY may rely for withholding any information requested pursuant to the
CPRA. If CITY withholds disclosure of information in reliance on such legal analysis
provided by LESSEE, LESSEE shall protect, defend, indemnify and hold CITY and its
elected officials, officers, employees, representatives and agents harmless for and from
legal actions or challenges seeking to obtain the information from CITY and all costs
incurred by CITY associated therewith, and shall defend, at LESSEE’s sole expense, any
action brought against CITY resulting from CITY’s nondisclosure of the information.
CITY may, at its election, conduct the defense or participate in the defense of any claim
related in any way to this indemnification. If CITY chooses at its own election to conduct
its own defense, participate in its own defense, or obtain independent legal counsel in
defense of any claim related to this indemnification, LESSEE shall pay all of the costs
related thereto, including without limitation reasonable attorney fees and costs.

10.4.1  CITY shall not be liable or obligated for any burden or loss (financial or
otherwise) incurred by LESSEE as a result of CITY’s disclosure or non-
disclosure of LESSEE information requested pursuant to the CPRA.

10.4.2  LESSEE’s Wajver. LESSEE EXPRESSLY WAIVES ANY CLAIM AGAINST
CITY AND ITS ELECTED OFFICIALS, OFFICERS, EMPLOYEES,
REPRESENTATIVES AND AGENTS FOR ANY BURDEN, EXPENSE OR
LOSS THAT LESSEE INCURS AS A RESULT OF CITY’S DISCLOSURE
OR NON-DISCLOSURE OF LESSEE INFORMATION REQUESTED
PURSUANT TO THE CPRA.

Equal Opportunity. LESSEE shall comply with Title VII of the Civil Rights Act of 1964,
as amended; Executive Orders 11246, 11375, and 12086; the California Fair Employment
Practices Act; and all other laws, rules and regulations of competent governmental
authority. LESSEE shall not discriminate against any employee or applicant for
employment based on race, religion, color, ancestry, age, gender, gender expression,
gender identity, sexual orientation, disability, medical condition or place of birth. LESSEE
shall cause the foregoing provisions to be inserted in all commercial subleases and all
contracts for any work covered by this Lease so that such provisions will be binding upon
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10.6

10.7

each commercial sublessee and contractor. LESSEE shall fully cooperate with any
investigation conducted by the City of San Diego, in its governmental capacity, pursuant
to its Nondiscrimination in Contracting Ordinance [San Diego Municipal Code sections
22.3501-22.3517, as amended from time to time], and upon CITY’s request, LESSEE shall
submit a curtent Workforce Report. LESSEE acknowledges that failure to comply with
the requirements of this section and/or submitting false information in response to these
requirements may result in termination of this Lease and debarment from participating in
CITY contracts for a period of not less than one (1) year.

Equal Benefits. LESSEE shall comply with San Diego Municipal Code sections 22.4301-
22,4308, as amended from time to time, which require lessees of CITY-owned property to
offer the same employment benefits to employees with spouses and employees with
domestic partners. LESSEE certifies that it will maintain such equal benefits throughout
the term of this Lease.

Disabled Access Compliance. LESSEE shall, as applicable to the Premises and LESSEE’s
possession, use and occupancy thereof, comply with California Government Code sections
11135-11139.5; the Federal Rehabilitation Act of 1973, Section 504, Title V; the
Americans with Disabilities Act of 1990 (“ADA”); and all other applicable laws, rules and
regulations of competent governmental authority protecting the rights of people with
disabilities. LESSEE’s compliance shall include without limitation the following:

10.7.1  LESSEE shall not discriminate against qualified persons with disabilities in any
aspects of employment, including recruitment, hiring, promotions, conditions and
privileges of employment, training, compensation, benefits, discipline, layoffs
and termination of employment.

10.72 No qualified individual with a disability may be excluded on the basis of
disability from participation in, or be denied the benefits of, services, programs
or activities of LESSEE.

10.7.3  LESSEE shall include language in each commercial sublease agreement which
indicates the commercial sublessee’s agreement to abide by the foregoing
provisions of this section. LESSEE and each of its commercial sublessees shall
be individually responsible for their own ADA employment programs.

10.7.4  LESSEE shall post a statement addressing the requirements of the ADA in a
prominent place at the work site.

10.7.5  Where required by law, all improvements, fixtures, structures or installations on
the Premises shall comply with municipal disabled-access requirements by
bringing up to code and making accessible any areas of the Premises which deny
access to disabled persons. All improvements and alterations shall be at
LESSEE’s sole cost and expense.

10.7.6 LESSEE acknowledges and agrees that failure to comply with the above
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10.8

10.9

10.10

10.11

requirements and/or submitting false information in response to these
requirements shall be a default of this Lease.

Drug-free Workplace. LESSEE shall abide by the omnibus drug legislation passed by
Congress on November 18, 1988, by adopting and enforcing a policy to maintain a drug-
free workplace by doing all of the following:

10.8.1 Publish a statement notifying employees that the unlawful manufacture,
distribution, dispensation, possession or use of controlled substances are pro-
hibited on the Premises and specifying the actions that will be taken against
employees for violations of the prohibition; and

10.8.2  Establish a drug-free awareness program to inform employees about all of the
following:

10.8.2.1 The dangers of drug abuse in the workplace;
10.8.2.2 LESSEE’s policy of maintaining a drug-free workplace;

10.8.2.3 Any available drug counseling, rehabilitation, and employee assistance
programs; and

10.8.2.4 The penalties that may be imposed upon employees for drug abuse.

LESSEE shall include in each of its sublicenses and contracts related to this Lease language
obligating each sublicensee and contractor to comply with the provisions of this section to
maintain a drug-free workplace. LESSEE, and each of its sub-licensees and contractors,
shall be individually responsible for their own drug-free workplace program.

CITY Employee Participation Policy. CITY may unilaterally and immediately terminate
this Lease if LESSEE employs an individual who, within the twelve (12) months
immediately preceding such employment did, in their capacity as a CITY officer or
employee, participate in negotiations with or otherwise have an influence on a
recommendation made to the City Council related to the selection of LESSEE for this
Lease. It is not the intent of this policy that these provisions apply to members of the City
Council.

Local Business and Employment. LESSEE acknowledges that CITY seeks to promote
employment and business opportunities for local residents and firms in all CITY contracts.
To the extent legally required under applicable law with respect to any work on the
Premises, LESSEE shall use its best efforts to solicit applications for employment and bids
and proposals for contracts from local residents and firms as opportunities occur. LESSEE
shall use its best efforts to hire qualified local residents and firms whenever practicable.

Water Quality Best Management Practices. CITY and LESSEE are committed to the

implementation of controls (“best management practices” or “BMPs”) to manage activities
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10.12

10.13

10.14

10.15

10.16

10.17

on the Premises in a manner which aids in the protection of the CITY’s precious water
resources. It is the LESSEE’s responsibility to identify and implement an effective
combination of BMPs so as not to cause pollutant discharges to the storm drain system in
violation of the San Diego Storm Water Management and Discharge Control Ordinance
(San Diego Municipal Code sections 43.0301 to 43.0312).

Therefore, LESSEE shall, at a minimum, implement and comply, as applicable, with the
Minimum Industrial and Commercial BMPs adopted under the San Diego Municipal Code

section 43.0307(a).

It is ultimately the LESSEE’s responsibility to prevent pollutant discharges to the storm
drain system. Therefore, the LESSEE will identify and implement any additional BMPs
that may be required to avoid the discharge of pollutants to the storm drain system.

Nondiscrimination. This Lease is made and accepted upon and subject to the covenant and
condition, which shall run with the land, that LESSEE or any person claiming under or
through LESSEE shall not establish or allow any discrimination against or segregation of
any person or group of persons on account of race, color, religion, gender, gender
expression, gender identity, disability, sexual orientation, marital status, national origin,
ancestry, familial status or source of income in the possession, use and occupancy of the
Premises or in the selection, location, number, use or occupancy of tenants, subtenants or
vendees on the Premises.

Cumulative Remedies. CITY’s rights and remedies under this Lease are cumulative and
shall not limit or otherwise waive or deny any of CITY’s rights or remedies at law or in

equity.

Survival. Any obligation which accrues under this Lease prior to its expiration or
termination shall survive such expiration or termination.

Joint and Several Liability. If LESSEE is comprised of more than one person or legal
entity, such persons and entities, and each of them, shall be jointly and severally liable for
the performance of each and every obligation of LESSEE under this Lease.

No Affiliation. Nothing contained in this Lease shall be deemed or construed to create a
partnership, joint venture or other affiliation between CITY and LESSEE or between CITY
and any other entity or party, or cause CITY to be responsible in any way for the debts or
obligations of LESSEE or any other party or entity.

Entire Agreement. This Lease constitutes the entire agreement between the parties and
supersedes any and all prior understandings, representations, warranties and agreements
between them pertaining to this Lease and LESSEE’s occupancy, use, development,
maintenance and restoration of the Premises. Any modification, alteration or amendment
of this Lease shall be in writing and signed by all the parties hereto. Each party represents
and warrants that this Lease is binding upon such party in accordance with its terms.
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10.18

10.19

Partial Invalidity. If any term, covenant, condition or provision of this Lease is found
invalid, void or unenforceable by a court of competent jurisdiction, the remaining
provisions shall remain in full force and effect.

Authority to Contract. Each individual executing this Lease on behalf of another person
or legal entity represents and warrants that they are authorized to execute and deliver this
Lease on behalf of such person or entity in accordance with duly adopted resolutions or
other authorizing actions which are necessary and proper and under such legal entity’s
articles, charter, bylaws or other written rules of conduct or governing agreement, and that
this Lease is binding upon such person or entity in accordance with its terms. Each person
executing this Lease on behalf of another person or legal entity represents and warrants
such entity is a valid, qualified corporation, limited liability company, partnership or other
unincorporated association in good standing in its home state and that such entity is
qualified to do business in California.

IN WITNESS WHEREOF, this Lease is executed to be effective as of the Effective Date.

Date:

Date:

-4 -2014 Surf Cup Sports, LLC, a @ali
company . /
By, 1 /100 S

R. Michael Connerley
President

Z ; // THE CITY OF SAN DIEGO, a California

{”,

municipal corporatjg;

BY:
Cybele Thompson, CCIM
Director, Real Estate Assets Department

Approved as to form:

JAN I. GOLDSMITH, CITY ATTORNEY

By \XKNLM

Name: \\NA\\ e, QA \\“:w%ar?:wr/

Title:
Date:

Z\o\ S
N \

Exhibit A: Legal Description of Premises
Exhibit B: Corporation Grant Deed

Exhibit C: Site Map

Exhibit D: Site Development Permit No. 618626
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Exhibit A: Description of Premises
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Exhibit B: Corporation Grant Deed
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EXHABIT YBY TO GRANT DEED

BY THE CONVEYANCE AMD ACCEPPANCE of this Grant Deed, WALT
INDUSPRIES/SAN DIEGD, INC,, a California corporation (“Grantox®)
and THE CIPY OF BAN LIEGD, a munioipal oorpotation {“Grantee“),
deselare, coovenant and agres as followss:

I8

.1, Gkantor is the owner, owng an interest ik or iz a
pattner of a partnershlp which is the owner {or formexly was such
owner) oF bhat aertain pesl property lovated in the City of San
piego, County of Bap Dlego, California, moge partioularly
described as follows:

Lovs 1 ¥hrough 18, fnclusiva, of Parcel Map
Ho. L2638 £iled in the Offlee of the Coupty
?ggardér of San Disgo County wg Mayol 25,

3

(*Penefited Land®).

2.  Pupguani to that certain Percentuge Lesse between
arantor and Grantes approved by San Dlego Clhy Coungil Rasolution
Ho. R-287594 on Devenber £, 1982 ("Lease®), the yeal propesty
songeyad by this Grant Dead onsgiste of (a) premises leased Lor
the purpose of sonstrucking and maintaining a country ¢lub, gold
anugae and relatad aotivitles, more partioularly descyibed as
followe: .

Lot 2 of Map No. ([O780 of PAIRBAYKS COUNYRY
CRUn No. L £iled Th tRe 0ffioe of the County
. Recorder of San Dlego County on SEPT., 28 , 1483

(*Country Club*), and (b} rasl itoparty sontiguoug o the Country
Club to be preserved snd maintained as "Open Space® areas, more
partioularly desoribed bs follows:

Lota 1, 4, 9 and L0 of vap No. [ 30 of
. FALRBANKS COUNTRY CLUB 8O, 1 filed in the
: offive of the County Recorder of Han Dlego -
n county on SEPY. 29 g R

The Qpen Bpavs is refersed vo heveln as the "Affected Lsnd®, and,
pocauant to the Lease, i £0 be waintalned by Grantox.

3,  The Affected Land is presently dedlgnated open apace and
as floodway rons, floodplain fringe zone and dgrigultural zone
{(A~1-1} by the City of Ban Diego Progrews Guide afd Ganewal 2lan,
the Falcbanke Country Club Bpesific Plan and the City of Ban
pilegdts moning maps. . .

4, Grantes for. snd on behalf of itself, and on behalf of
esch sucoensive ownsr, during its, hig, ber or their ownership of
any poxtion of tho affeoted Land bereln granted by Grantor to
Grantee, and esoh person having any interest in the Affected land
derived through any such owner, covenants, snd agsees that it,
he, she or they:

o
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{a)  Shall kaag and preserve the Affected Land as Open
8psoe in & natural condition as nesr as possible, or may pormis
it ko be utilized for any ov all of tha followlng pbrposss and no
otherss

1) A ggtiauihurakfﬁﬂg,L&el@tﬁﬂg*hamthamgxawing,

fruit and vegetebles)

harvesting, procesiing-or-sellify of fleld or grain crops,

B i

(ii) PpPagsive non~commeroial reoreatlional uses
{@.9,, plondoking, walking, hiking, and sinllec acvivitien),
and reasonable support facilities, ineluding any restrooms
and parking faciliviess us may be reaponably required, for
SUCh uBes:

P T e i g 4

e " .

{314}  Actie non-commercial Pecreational uses nok |
invoiving large sssemblages of pggpié’wn automobiles, nor
favelving the use of"motor=drivel muchines or vehlcles {#Gu,
equestrian activivies, Jogying, Erisbee, and similar
activities). .

()  shall, notwithstending any othor provision bhereof,
prevant any of the following purposes, uses and. sotivicies from
baing conduoted apoo the Affected Lands

(1) aplaries;
fo{3iY bhviavieny

{411)  Parking logs which are denlgrated and intended

to snrve facilitles loouted on the Affected Land other than
ag specifically allowed abovey

{iv) fingloe~Lamily dwellingsa;
{v) Churabas, sehools or day care facilitiss;
{vi} Public ovkility substations;

{vii) Raising, killing or dressing of Livestook,
poulery, fowl, rabbicg or any other snimaly

{viil) Alrways, texiwayg and pads of heliports and
haliatops;

(ix)  Bestablishments or enterprises Involving large
agsemblages of puople vr auvtomobiles, including, but snot
limiteﬂﬂto, feereational faailities publioly or privately
pperated;

{#) PFalvgrounds;

(i) Matural resources development and ntilization,
ineluding, bub not limibed Lo, exitraoting, protesaing,
storing, sslling and-distributing sand, qravel, rock, clay,
deconpnsed granlte and scll, and the manufacturing, pro-
‘dusing, provessing, stvring, selling and distributing of
agphaltic oonerebe, Portland Cemgnt concrebe, conurate pro-
duaets and clay produciss

{x1i} Racevrapks;

i
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(x1i4) Trovel braller parks together with incidental
facilitiey for the eonvenlenge of ocooupantsy

{xiv) Damg and reservoiry)

{xv)  Ground waker replenishmani works, inoluding,
but nok Jimited to, diversion dams, perooiantion beds, spreade-
ing grounds and indection welle; provided, howaver, that
deaileation facllitdes aca expressly permitted to be buile
and maintained upon the Affectaed Lund;

(3vi} DAoosssory bulldings, other than as ma{ g spa=
wifically allowed bevelnabove, and wees custonarily ineiden—
el ko any of the abova uges, inoluding, but not limited to:

{A}  the boarding and lodging of farm or other
eNployeen

{B) Conetravtden and maintenance of living
guartsrs fox farm or other smpleoyees with ox withou
their ifmmediate families) :

{C) Lidghted eiyns, commesoial slgns oo
unilighted signz, single~faced or double-~faced exveeding
12 square feet in area for aach, face

{(xvii) Boy other uwe similar In’charaster to the
uges, Inocluding aogensory uses, enunersted in this seotion
and inconslgtent with the purposs and intent of this deed
restriction. o

3. (a) Grantee or Lts sucopssors shall permit no use of

thée Affected Land in violation of the provisions bereof, In the
event any use s contenplated whioh 48 not specifically perwitted
by the terms of thig document, suoh wee shall net be allowed
without Grantee having first obtalned Granvor's (or Grantor's:
suceessors’) wrltten consent therato., Grantor of ike suscessors
shall not unceasonably witbhhold sueb congent, LE Srantor or its
suegessors disapprove o contemplated vee, suoh disapproval shall
be in writing and ahall speoify, with reasonable particularity,
the reason{y) for suah digappeoval, YF Grantor of 1ts BUCLRESSOLS
Eal) either to so approve or disapprove suoh contenplated use
within cthinty {30) days alver the same have been submitted to
Grantor or 1ts succeasors, it shall be conclusively prasumed that
Grantor or 1Ls guccessors bave spproved guch use. Such fnbe
misgion shall be dedmed effective if Grantee submits ivs writtsn
regquast for congent ko Grantor, of ita corporate sudesssors, and
any homeowners associations in the Benefited lLand ares and posts
aigns describing guch proposed ase in st least twenty (20) loga-
tions reasonably paleonlated to give adegquate notlioe of wuch pro=
posed use to all of Grantor's sUNUEsGECS.

{by Grantor and Grantes agreo that fn the event of a

dispute beitween them or thelr successors with respaot Lo whethey
Grantor or (b8 successors have unreasonably withheld thelr appro-
yal of a contemplatad use submitked in accordeance with the fore~
going, they sbhall submib any such dispute to arbitration in
accordance with the following provisions:

{Ly Within Zifteen (15) days after the written
denmand by either of the pacties for arblecation, sach of the

i
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partles shall choose an avbitrator and glve the other written
notleg of guch cholee, or in qase of the feilure of either
party s0 to do, the other party shall bave the right to
appoint an arbitrabor to represent the defandting parey. The
ewo acrbibratory thus appointed {in either manner) shall
select and appolnt in wedting & thicd arbitravor and give
weitben notice thereof to Grantor and Grantee or their suyo-
cesgors, or LE within ten (L0} days aftsr the appolntment of
sald second arbitrator, the two arbitcators shall fail to
appoint a third, then either party sball have the right to
mike application to tha duperior Court of 8an Dlege County to
appolnt such third arbitratoer,

{11} *he three arbitrators so sppointed {(in either
manner) shall prompbly £1x & convenient time and place fo
hearing the makter to be arbitraved and shall glve written
notice thereof to eaeh parby st least ten {10) days prios to
the date g0 Lixed. f2Phe hearing date shall be set for nok
more than -sixty {60} daye from bhe date of the demand for
arbiration unless it ip necessary to apply to the Superior
Court £or sppointment of a thirg arbitrakor. “In swoh latterx
event, the heardng date zhall be set £or not more than thirsy
{30) days after the dake such third arbisrator ig so
appoinved, The srbiiretors shall, within ten (10) business
daye after the hearing, render thelr deciglon with respect to
whether Grantor or ite snocessors have unreasonsbly withbeld
thelr approval of o contemplated use sobmitbed to them.

¥

{iid)  7he decision or award of the majority .of the
arbitrators shall be final and nonappealabls oxcept that upon
the satisfaction of the conditions set forth in Savblon
1286.4 of the California Qode of %ivig,gcgcedgre, the deoi-
odon ox award of the majority of Lhe aibitrators may he
vaocated upon the grounds set forth in Seutlon L286.2 of said
Gode of Clvil Procedure, Further, any declalion or award af |
the mEiSEléy ©f the arbibrators may, upon satisfantion of the'
conditions set forth in Sectlon 1286.8 of the Code af Clvil
Procadure, be corrected in acvordancs with the proviaions o
Section 1286.6 of mald Code of Civid Procadure,

{iy] 1L twe of the three arbltrators First
appeinted ap pforesald eball £ail to reach an agreswent in
the determination of the matter in guestion, the same shall
be decided by three new arbitrators, who ghall be appoinked
and shall proosed in the same mannes and within the same time
frdme, as hereinabove set forth, and said propens shall be
repeated untdl a declaion s finally reached by two of the
three arbitrators seleciad.

{v} Baah pattf ghald pay the costs and fees of the
acbltvator chosen by such pacty and shall pay onp~half of
such costs and fees of the third arbitrator,

(@} Welther Grantor nor ity sucoessors shall be liable
in damages bo anyone on vhese bebalf a ventemplated use ig sube
mitted for approval. fvexy person who submits a contemplated use
for approval, sither directly or through Grantes, syrees that
He, she or it will not bring any action or sulk against Grantor
or 1lts suacesaors Lo recover any such damages,

6. Notwithstanding any othay provision hereof, for a perlogd
of ten (14} years following the date of exacutlon of this Grant

el
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Peed, Grantor, of Lts suwoensors, shall bave the right to acyeire
sasements Crom Grantes, at no cost, for utilities and public
cight of way regwired by govermmental ayenuios, inoluding
Grantee, b geprve the Banefited Lind.

7 Notwithetanding any othey provision hereof, Grantes
ghnll have the xight to establisgh underground ubllity essements
upon the Affected Land provided said easements do not adverssly
affeot or interfere with Oped 8paws or Golf Courss ackivitcies
conducted on the Country Club portion of the deeded properiy.

B. THogwitbsetanding any other provision hereof, Grantor
reserves the right to relosate all or a portion of Via de la
Yalle upon the aAffected Land upon the reguest of drantee's City
Enginees.

9 Rotwithetending any other provision hereot, Grantor
rosarves a watar uweillby casement in gross, ln, over, under and
apross the Affected Land and the Benefited Land, to sarve tha
Countiy Ulub, for the purpose of lwporting water from publia ox
private sourees to bangfit the Country Club. Howdver, in exers
ecising iks rights under thie provision, Grantor will ROt uncea-
sonabrly interfere with Urantee's use of, nor the open space
nature of, the Affeched Land,

10. RNotwithstanding any otbar providien hereof, Grantor
shall be Kﬁrmitt@ﬂ b bulld and malnkain upon the Affected Land
no more than £ive {5) signs promoting and advertising Olymple
games and/or Grantor's renl property development upon the

Benefited Lond and the Countey Club portion of the doeded prop~

erty. 'The lovatlons, style and design of euch signe shall be sk
Grantor 's wole dlserstlon, subjsct to a?yliﬁabla City ondinunces,
as ahall the pericd of time dubing which such signs, or any of
chem, shall remain srected. In no event, however, shall sny snoh
slgns remailn exeoksd afiter ten (10) years from the date of adedte
tion of thls Qrant baaed. '

il. Monstary damages (or the breach of the vovenanbd Gore-
vained hereln are declared to be inadeguate‘and Grantee or its
successors may be enjoloed by any court of competent Jurisdiotion
from commencing or progseding with the wcongtruetion of any
dumprovemants U, O permitbing any use upon, the Affnoted Land
which are in vielation of the covenants sev forth hecein, ox, if
an improvement is construeted, may be ordered by any goure of
corpetent jurdisdiation to remove such lmprovementd.

12. Nach suocessive owner, durlng ilte, his, her or thelr
ownership, of any portion of ihe Affected Tamd, and each parson
naving any interxest in the affecved land derived through "any such
owner, shall be bound hezeby for the benefit of the panefited
nand. Bach sugcessive owner, during its, his, her or their
ownorship, of any portion of the Bensfived land, and enoh peracn
having any interest in the Benefited Land derived through the
Grantor, shall be benefited by the covenants contained herein, it
being {atended that the burden and banafiy of the covenants shall
run with the land. i

13,  Any violation of the covenants herein contained shall be
deenad to be a continuing violation hereof and no delay in the
deiivery of any notise of eny violation hereof or fu the enforou~
ment of any rights or the sesking of any vemedies provided here-
undar ehall constibute, or be deemed to constituate, g walver of

;o
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the right Uo, give such notlee, enforoe such right or sesk such
ramedy ab any time after the pocurxence of sueh violation.

14, Breept in the event of arbitration in acoordance with
paragraph 5 above, Lf any owneri{s) of the Affected Luand or the
Benefited land commences ditigation fou the dudicial interpra-
tation, enforcement or fesclssion hoveof, the prevaelling party
shall be entitled to a judgnent againegt the othes for an wmount
equal ‘to raasonable attorney's fees and other costs fnourred.

15. “he cov@nantﬁlherain aontained are for the beneflt of
the Penefited Land snd have been made with the intent of satlp~
fying the reguivements of Sectior 1468 of ohe Celifornia Ciyil
Code .

16. In the avent any term, cuvenant, eondition, provision or
agreement berelp contained lo huld to be invalid, void or other-
wise unenforgeable by any cvourt of competent jucisdioction, the
invalidgivy of an{ such pecm, oovenant, sonditlen, provision ox

v oagresment shall in no way affeot the walidivy of any other barm,
aovenant, condliion, provision or agresment hsrelb contained.

A7, 80 lonyg as WALT INOUSTRIBS/BAN DIBGQ, THL., a ¢aldfornia
corporation, Lis guccessors or, sssigns, or any pagunership of
which WATY INBpsTﬂmﬂﬁ/ﬁAﬂ NIBGO, NG, is, & pariner, owns any pore
vion of the Behefited Land, and TUB CLPY OF SAN DIBGO, a munici-
pal vorporation, owns any porkion of the aAffected Land, the

~ provisionsz wontained within this Maehibit *8Y to this Grant Oeed
may be terminated of amended by an instrument in weltdng exeouted
by both and recorded in the Offive of the Oounty Regorder of San

© o plego County, California, without the need for approval by any

other owner of any portlon of the Benefited Land or the Affected
Land. ‘The term "successors or assigns’ as used in thiy Pavagraph
enly, shall mean the pamed corporation or any person or entity
weranfter soguiring ail of the then exia&ih? aape ey of the sane
by purchase, liguidation, meeger or raorganigation.

GRANTEE hereby asccepts the above oovenants, conditions and
restriotions to this Grant Deed, ‘fhese covenants, conditions and
rostrigtiong shall terminate and be of no further foroe or sffect
at 11159 p.m, on Decamber 31, 2044, :

THE CITY OF SAH DIRGO

8y (T st ;EZMW4mwﬁma
et

. . SGEISTANT TO THE ClEy Manager

APDROVED 88 to form and legality this ‘:Lw; day wf %’

1983,

JOHM WL wETe, City Atborney

Deputy

oy,

- 25934
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Exhibit C: Site Map

Preinises Boundary Line

Public Trail Lessee Use Area - Pasgive Use Area
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EXHIBIT C: SITE DEVELOPMENT PERMIT NO. 618626

THE ORIGINAL OF THIS DOCUMENT
WAS BECORDED ON BEP 13, 2011
DOCUMENT NUMBER 2011-0473204

Emast .. Dronenburg, Jr, COUNTY RECORDER

TIME: 133 PM

RECORDING REQUESTED BY
CITY OF SAN DIEGO

DEVELOPMENT SERVICES
PERMIT INTAKE, MAIL STATION 601

WHEN RECORDED MAIL TO
PROJECT MANAGEMENT
PERMIT CLERK
MAIL 8TATION 601

SPACE ABOVE THIS LINE FOR RECORDER'S USE
INTBRNAL ORDER NUMBER: 23431709

SITE DEVELOPMENT PERMIT NO. 618626
RANCHO SANTA FE POLO CLUB - PROJECT NO. 169091 [MMRP)
PLANNING COMMIBSION

This Site Development Permit No. 618626 is granted by the Planming Commission of the City of
San Diego to the City of San Diego, a Municipal Corporation, Owner, and Rancho Santa Fe Polo
Club, Permitiee, pursuant to San Diego Munieipal Code [SDMC) section 126.0504, The
approximately 80-acre site Is located at 14555 El Camino Real in the AR-1-1, AR-1-2 and OF-1-
1 zones within the Fairbanks Ranch Specific Plan area, The project site {s legally described as:
Lot 1, Block Number 1, Fairbanks Country Club Subdivision, Map No. 10730

Subject to the terms and conditions set forth in this Permit, permission is granted o the
Owner and Permities to resiore an existing public trafl to be wtilized by pedestrians and
equostrians, restore wetland habitat impacied by unauthorized grading activity, and the creation
of a new equesirian track for the existing Polo Field use within the AR-1-1, AR-1-2 and OF-1-1
zones, described and identified by size, dimension, quentity, typo, and location on the approved
exhibits [Bxhibit "A"] dated July 14, 2011, on file in the Development Services Department.

The project shall include:

a A grading permit for the restoration of wetland babiiat and recompaction of a 12«
foot wide public trail adjacent to the San Dieguito River;

b. Creation and mainienance of o private exercise track for equestrians within Field
No. 4 of the polo fields;

6, Landscaping (planting, irrigation and landscape related improvements);

d. Offstreet parking; and

Page 1 of 7
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g Public and private accessory improvements determined by the Development
Services Department to be consistent with the Jand vse and development
standards for this site in accordance with the adopted community plan, the
Californta Environmental Quality Act [CEQA] and the CEQA Guidelines, the

Sity Bnglneer’s requirements, zoning regulations, conditions of this Permit, and
any other applicable regulations of the SDMC,

STANDARD REQUIREMENTS:

1. This permit must be utilized within thirty-six (36) months after the date on which ali rights of
appeal have expired. If this permiit is not utilized in sccordance with Ch apter 12, Article 6, Divigion

1 ot the SDMC within the 36 month period, this permit shall be void unless an Extension of Time has
been granted. Any such Extension of Time must meet all SDMC requirements and applicable
guidelines in effect at the time the extension is considered by the appropriate decision maker,

2. No permit for the construction, occupancy, or aperation of any acility or improveraent deseribred
hierein shall be granted, nor shall any activity suthorized by this Permit be conducted on the premises
until .

a. The Owner/Permitiee signs and retorns the Permit to the Development Services
Departinent; and

b, The Permit is recorded in the Office of the San Diego County Recorder.

3. This Permit is a covevant ranning with the subject property and all of the requirements and
conditlons of this Permit and related documents shall be binding upon the Permittee and any
successor(s) In interest.

4. The continued use of this Permit shall be subject to the regulations of this and any other
applicable governmenial agency,

5. Issuance of this Permit by the City of San Diego does not authorize the Permitiee for this Permit
1o violate any Federal, State or City lasvs, ordinances, regulations or policies ingluding, but not
limited to, the Fndangered Species Act of 1973 [ESA] and any amendments theroto (16US.C. 8
1531 ef ser.).

6. The Permittee shall secure all necessary construction pernyits, The Permittee is informed that to
secure these permits, substantial building modifications and site improvements mury be reguired to
comply wilh applicable building, fire, mechanical, and plumbing codes, and $tate and Federal
disability access laws.

7. Consirnetion plans shall be in substantial conformity to Bxhibit “A.» Changes, modifications, or
alterations to the construction plans are prohibited unless appropriate application(s) or amendment(s)
to this Permit have been granted,

et ORIGINAL
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8. All of the conditions contained in this Permit have boen considered and were determined-
necessary to make the findings required for approval of ihis Permit. ‘The Petmit holder is required to
comply with each and every condition in order (o maintain the entificments that are granted by this
Permit.

I any condition of this Permit, on a legal challenge by the Permittee of this Permit, is found or held
by a court of competent jutisdiction to be invalld, unenforceable, or unreasonable, this Permit shall be
void, However, in such an event, the Permitice shall bavs the right, by paying applicable processing
foes, to bring a request for a new permit without the “invalid® conditions(s) back to the diseretionary
body which approved the Permit for a determination by that body as to whether all of the findings
necessary for the issuance of the proposed permit can still be made in the absence of the "invatid"
condition(s). Such hearing shall be a hearing de novo, and the discretionary body shall have the

absolute right 10 approve, disapprove, or modify the proposed permit and the condition(s) contained
therein.

9. The Permitteo shall defend, indemnify, and hold harmless the City, its agents, officers, and ~
employees from any and all claims, actions, proceedings, damages, judgments, or costs, including
attorney’s fees, against the City or its agents, officers, or employees, rolating to the issvance of this
pernuit including, butnot Hmited to, any action to aitack, set aside, void, challenge, or annul this
development approval and any environmental document or decision. The City will protaptly notify
Permittee of afy claim, action, or proceeding and, if the City should il 1o cooperats fully in the
defense, the Permittee shall not thereatter be responsible to defend, indemnify, and hold harmless the
City or its agents, officers, and employees. The City may elect to conduet its own defense,
participate in its own defense, or obtatn independent legal zounsel in defense of an y olaim related to
this indemnification. In the event of such election, Permitee shall pay all of the costs related thereto,
including without limitation reasonable attorney’s fees and costs. In the event of 8 disagreement
between the City and Permittes regarding litigation ssues, the City shiall have the authority to control
the litigation and make litigation related decisions, including, but not mited to, settlement or other
disposition of the matter. However, the Permittee shall not be required to pay or perform any
settlement unless such settlement is approved by Permittee,

10, This Permit may be doveloped in phases. Fach phase shall be constructed prior to sale or lease
to individual owners or tenants to ensure that all development is consistent with the conditions and
exhibits approved foreach respective phase per the approved Exhibit “A.

QUIREMENTS:

11. Mitigation requirements in the Mitigation, Monitoring, and Reporting Program [MMRP] shail
apply to this Permit. These MMRP conditions are hereby incorporated into this Permit by reference.

12, The mitigation measures specified in the MMRP and outlined in Mitigated Negative Declaration
No. 169091, shall be noted on the construction plans and specifications under the heading
ENVIRONMENTAL MITIGATION REQUIREMENTS,

13. The Permittes shall comply with the MMRY as specified in Mitigated Negative Declaration No,
169091, to the satisfaction of the Development Services Department and the City Bngineer. Priorto

YRIGINAL
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issuance of any construction permit; all conditions of the MMRP shall be adhered 1o, to the
satisfaction of the City Bngineer. Al mitigation mensures deseribed in the MMRP shail be
implemented for the following issue ateas: Biology aud Archeology (Culiural Resourees),

14. Prior to the issuance of any construction permit, the Permitice shall obtain a bonded grading
permit for the grading proposed for this project. All grading sha!l conform fo requirements in
accordance with the Clty of San Diego Municipal Code in a manner satisfuctory to the City Englnesr.

15. This project has been identified as being within the floodway of a Special Flood Hezard Area
(San Dieguito River panel 13261 and 1327F Zone A). No incteases to base-fload elevations are
allowed. Prior to.the issnance of the grading permit, a Registered Professional Enginéer shall submit
a hydraulic analysis showing the proposed grading to restore the flood elevations to the original Jevel
satisfactory to the City Engineer,

16, Prior to the issuance of any construction permits, the Permittee shall incorporate and show the
type and tocation of all post-congiruction Best Management Practices (BMP'S) on the final
construction drawings, in aceordance with the approved Water Quality Technical Report, satisfactory
to the Clty Engineer.

17. Prior o the issuance of any construction permits, the Permittee shall enter info a Malatenance
Agreersent for the ongolng pormanent BMP maintenance, satisfaotory to the City Engincer,

18. Priorto the issuance of any construetion permits, the Permittee shall incorporate any construction
Best Management Practices necessary to comply with Chapter 14, Article 2, Division 1 (Grading
Regulations) of the San Diego Munsicipal Code, into the construstion platis or specifications,
satisfactory to the City Engineer,

19, Development of this project shall eomply with afl requirements of State Water Rosources
Control Board (SWRCB) Order No. 99-08 DWQ and the Municipal Siorm Water Pernit, Order No.
2001-01(NPDES Ueneral Permit No. CASGBOD002 and CABO108758), Waste Discharge
Requirements for Discharges of Storm Water Runoff Assoclated With Constretion Acti vity, In
accordance with said permit, a Storm Water Pollution Prevention Plan (SWPPP) and a Monitoring
Program Plan shail be implemented concurrently with the commencement of grading activities, and a
Notice of Intent (NOT) shall be filed with the SWRCR,

20. A copy of the acknowledgment from the SWRCB that an NOT has been received for this project
shall be filed with the City of San Diego when recelved; further, a copy of the completed NOI from
the SWRCB showing the permit number for this project shall be Tled with the Clty of San Diego
when received. In addition, the owner(s) and subsequent owner(s) of any portion of the properly
covered by this prading permit and by SWRCB Order No. 99 08 W, and any subsequent i
amendmonts thereto, shall comply with special provisions as set forth in SWRCB Order No, 99 08
DWQ.
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ANDS RE REMENTS:

21 FPrior 1o issuance of any englneering permits for grading, construction documents for the
revegetation and hydroseeding of all disturbed Jund shall be submitted in accordancs with the
Landscape Standards and to the safisfaction of the Development Services Department, All plans shalt
be In substantial conformance to this permit (including Buvironmental conditions) and Exhibit ‘A, on
file in the Office of the Development Services Departraent,

22, The Applicant shall be responsible for the establishment maintenance of all landscape
improvements shown on the approved plans, consistent with the Landscape Standards and Baxhibit ‘A’
San Diego Polo Club Tyail Restoration Biological Techmical Report, dated Mazxch, 2011.

23. Long-terin Mulntenance of restoration/enhancement areas shall be the responsibility of the
Permitiee for the life of the Permit.

24, Ifany required landscape (including existing or new plantings, hardscape, Jandscape
features, ete.) indicated on the approved construction doeyment plans is damaged or removed during
demolition or construction, it shall be repaired and/or replaced in kind and equivalent size per the
approved documents to the satisfaction of the Development Services Department Mitigation
Monitoring Coordination staff within 30 days of damage.

25, No development shall ocour within the 100-foot wetland buffer, us shown on Exhibit ‘A,
during the breeding season for the Clapper Rail, Least Bell’s Vireo and CGnatcatcher, Pebruary

1 through September 15", Development ineludes, but is not limited to, all grading, grubbing,
revegetation, restoration, planting, and the construction of any structures including fencing,

26, Prior 1o the issuance of any construction permit, the applicant will notify Fish and Wildlife,
Pigh and Game, and the Army Corp of Engincers and any ather appropriate State or Federal agency
for any direct or indirect Impacts to least bells vireo, light footed clapper rail, and/or impacts to
wetland habitat identified adjacent to the Polo Fields. The City of San Diego cannot authorize the
taking of least bells vireo or the light footed clappar rail nor convey third party beneficiary status for
wetland impacts. Anthorization for an incidental take permit can only be issued by the appropriate
agencies. The applioant is required to obtain permits from the sbove agencies if the agencies
determine the permits 1o be applioable. Once obtained, these permits are 10 be provided fo MMC or
the Development Services Department Permit Reviewor for verification of authorization priorto the
issuance of any construction permit,

27, All private outdoor lighting shall be shaded and adjusted to fall on the same premises where
such lights are located and in accordance with the applicable regulations in the SOMC.

28, All construction activitles (including stuging areas) and post-construction activities shall be

restricted 1o the development area (ie within the “Limits of work™) as shown on the approved Bxhibit
A *. The project biologist shall monitor during construciion activities and observe the site during the
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Swyear restoration/monitoring period as required to ensure that coustruction and post-construction
activities do not encroach into biological sensitive arcas (wetlands).

29, The private oval exercise wack within Field 4 will be eonstructed and utilized as a modified
“1.” shape as noted on Plan Sheet 7, for the duration of Surf Cup Soceer’s tenancy,

INFORMATION ONLY:

* The issuance of this discretionary use permit alone does not allow the immediate commencement or
continued operation of the proposed use on site. The operation allowed by this discretionary use
permit may only begin or recommence after all conditions listed on this permit are fully completed and
all regnired ministerfal permits have been issued and received final inspection.

* Any party on whom foes, dedivations, reservations, or other exactions have been imposed as
conditions of approval of this Permit, may protest the imposition within ninety days of the approval of
this development permit by filing a written protest with the Clty Clerk purznant o California
Government Code-section 66020,

* This development may be subject to impact fees at the time of construction permit issuance,

APPROVED by the Planning Commission of the City of San Diego on July 14, 2011, and Resolution
No, 4713-PC2
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e, St et OO,

Permit Type/PTS Approval No: SDP No. 618626
Date of Approval: July 14, 2011

AUTHBNTICATED BY THE CITY OF SAN DIEGO DEVELOPMENT SERVICES
DEPARTMENT

(J{ﬁmﬂ%\ ﬁ A/

leagnette Temple vV 7 7 Swemens
Ddvelopment Project Manager

NOTE: Notary acknowledgment
mast be attached per Civit Code
section 1189 of seq.

The undersigned Owner/Permittee, by execution hereof, agrees to each and every condition of
this Permit and promises to perform each and every obli gation of Owner/Permittee hereunder.

City of San Dicgo
Owner

ol ol L

{/" ¥ames B, Barwick, Director
Real Estate Assets Department

Rancho Santa Fe Polu (’;wb
Permaitiee

Y T L

Ron onagwdz, Ranc{:o Santa Pe Polo Club

NOTE; Notary acknowledgments
must be attached per Civil Cade
seetion 1189 et seq,
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ttue and corract.
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Slpratury of otary mabte
OFTIONAL
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(R-2017-10)

RESOLUTION NUMBER R-__ 31 0649

DATE OF FINAL PASSAGE AUG 08 2016 LT 3 L=
SWE

A RESOLUTION OF THE COUNCIL OF THE CITY OF RN

SAN DIEGO AUTHORIZING THE CITY OF SAN DIEGO E VAZIe

PERCENTAGE GROUND LEASE BETWEEN THE CITY OF
SAN DIEGO AND SURF CUP SPORTS, LLC TO LEASE THE
PROPERTY COMMONLY KN OWN AS THE POLO FIELDS.

WHEREAS, in 19'83, Watt Industries/San Diego Inc. (Watt) conveyed by corporation
grant deed (Deed) 600 acres of land in the San Dieguito River Valley to the City of San Diego

with deedrestrictions governing the use of the property, which expire December 31, 2044; and

WHEREAS, on April 1, 1986, the City entered into a twenty-six year lease agreement
(Polo Club Lease) with Fairbanks Polo Club, the predecessor to Rancho Santa Fe Polo Club
(Polo Club), for the lease of approximately 120 acres of the property (Polo Fields) conveyed to
the City by the Deed. The Polé Club Lease expired on March 31, 2012, and the Polo Club has

occupied the Polo Fields on a month-to-month, holdover basis since April, 2012; and

WHEREAS, since 1986, the Polo Fields have been used for polo matches, polo
instruction, charity fundraiser events, SOCCET tournaments, lacrosse tournaments, sporting games
for college recruitment, boarding of horses, youth soccer practice, weddings, private parties and

other recreational uses and the parking for all of these uses; and

WHEREAS, the Polo Fields consists of open sport fields, roads and a segment of the

public Coast to Crest Trail along the southern border of the Polo Fields; and

WHEREAS, in 2005, the City’s Code Enforcement issued a Notice of Violation to the
Polo Club for grading on the portion of the Coast to Crest Trail which is part of the Polo Fields.

" Site Development Permit No. 618626, Project No. 169091 (SDP) was issued by the Planning
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(R-2017-10)

Commission of the City to the City, as owner, and the Polo Club as lessee/permittee. The SDP
was recorded September 13, 2011, in the San Diego County Recorder’s Office as Document No.
2011-0473204. The SDP calls for the creation and maintenance of horse exercise track outside of
the Coast to Crest Trail, allow access of a public trail for use by equestrians and pedestrians,
restoration of the sensitive vegetation, and restoration of areas previously disturbed by trail
maintenance outside of the limits of the re-aligned trail, all along the San Dieguito River. The

SDP is a covenant running with the Polo Fields; and

WHEREAS, a Request for Proposals (RFP) was issued on July 13, 2015, requesting
proposals to lease and operate the property to best serve the needs of the local and regional
community, while providing activities, programs and operations in accordance with the Deed.
The City received three proposals in response to the RFP. City staff determined two of the
proposals were not responsive to the RFP and the proposal from Surf Cup Sports, LLC (Surf

Cup) was the only responsive proposal; and

WHEREAS, City staff determined that the Surf Cup proposal was made in accordance
with the evaluation criteria specified in the RFP, and is responsive, responsible and delivers the
best overall value to the City, and based on the foregoing recommends that the City enter into a

percentage ground lease for the use and occupancy of the Polo Fields with Surf Cup; and

WHEREAS, the proposed percentage ground lease to Surf Cup is for a twenty eight year
term that will expire on December 31, 2044, which coincides with the expiration of the Deed
restrictions. Independent of the ground percentage lease, Surf Cup will resolve the outstanding
work pursuant to the SDP, which is to restore the Coast to Crest Trail portion of the Polo Fields,

with an estimated cost of $1,000,000; NOW, THEREFORE,
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BE IT RESOLVED, by the City Council of the City of San Diego, that the Mayor, or his
designee, is authorized to execute the City of San Diego Percentage Ground Lease between the

City of San Diego and Surf Cup Sports, LLC, which is on file in the Office of the City Clerk as

Document No. RR- 3 E @ % E. @

APPROVED: JAN 1. GOLDSMITH, City Attorney

By \:‘M& Q‘% %\

Hilda R. Mendoza (\:m‘_”_&;/
Deputy City Attorney

HRM:meb

June 23, 2016
Or.Dept:READ
Doc. No.: 1311911

I certify that the foreg 11 g Resol t1on was passed by the Council of the City of San Diego, at this
5 2016
meeting of .

ELIZABETH S. MALANG
City Cletk /

Approved: 8’ / ; / / é

(date)

Vetoed:

(date) . KEVIN L. FAULCONER, Mayor
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JUL 25 2016

Passed by the Council of The City of San Diego on , by the following vote:

Councilmembers Yeas Nays Not Present Recused

O

Sherri Lightner
Lorie Zapf
Todd Gloria
Myrtle Cole
Mark Kersey
Chris Cate
Scott Sherman
David Alvarez

Marti Emerald

DNETENNE®™N O
N Ny A O O
N N D N I O

AUG 0-3 2016

Date of final passage

(Please note: When a resolution is approved by the Mayor, the date of final passage is the date the
approved resolution was returned to the Office of the City Clerk.)

. KEVIN L. FAULCONER.
AUTHENTICATED BY: Mayor of The City of San Diego, California.

EIZIZABETH S. MLMJAND

(Seal)

Office of the City Clerk, San Diego, California

Resolution Number R-

380619




Passed by the Council of The City of San Diego on July 25, 2016, by the following vote:

YEAS: ZAPF, GLORIA, COLE, KERSEY, CATE, SHERMAN ALVAREZ,
EMERALD.
NAYS: LIGHTNER.
NOT PRESENT: NONE.
RECUSED: NONE.
AUTHENTICATED BY:

KEVIN L. FAULCONER
Mayor of The City of San Diego, California
ELIZABETH S. MALAND
City Clerk of The City of San Diego, California

(Seal)

By: __Jeannette I. Santos _, Deputy

1 HEREBY CERTIFY that the above and foregoing is a full, true and correct copy of
RESOLUTION NO. __R-310619 , approved on __August 3,2016 . The date of final passage
is August 3, 2016

ELIZABETH S. MALAND
City Clerk of The City of San Diego, California

(Seal)

, Deputy




(R-2017-64)

RESOLUTION NUMBERR- 010654

DATE OF FINAL PASSAGE __ AUG -8 2018

A RESQLUTION OF THE COUNCIL OF THE CITY OF SAN
DIEGO AMENDING RESOLUTION NO. R-310619, WHICH
AUTHORIZED THE CITY OF SAN DIEGO PERCENTAGE
GROUND LEASE BETWEEN THE CITY OF SAN DIEGO AND
SURF CUP SPORTS, LLC, FOR THE LEASE OF THE
PROPERTY COMMONLY KNOWN AS THE POLO FIELDS,
SO THAT RESOLUTION NO. R-310619 WILL INCLUDE A
STATEMENT OF MARKET VALUE OF THE SUBJECT REAL
ESTATE.

WHEREAS, on July 25, 2016, the City Council adopted Resolution No. R-310619,
which authorized the City of San Diego Percentage Ground Lease between the City of San Diego
and Surf Cup Sports, LLC, for the lease of the property co1ﬁmonly known as the Polo Fields; and

WHEREAS, San Diego Municipal Code sectioln 22.0901 requires resolutions authorizing
leases of City-owned property to contain a statement of market value of the subject real estate;
and

WHEREAS, as a result of an inadvertent error, Resolution No, R-310619 lacked a
staternent of market value of the subject real estate; and

WHERFEAS, on May 16, 2016, an independent fee appraiser provided the City an update
to the original Appraisal Report dated May 15, 2015, with a market value of the subject real
estate of $6,400,000, and the updated Appraisal Report was referred to at the public hearing on
July 25, 2016; and

WHEREAS, the City Council desires to amend Resolution No. R-310619 to include a

statement of market value .of the subject real estate; NOW, THEREFORE,
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BE IT RESOLVED, by the City Council of the City of San Diego, that Resolution No.
R-310619 is amended to include the following statement as the final “WHEREAS” clause of that
resolution: “WHEREAS, as appraised by an independent fee appraiser, the market value of the

real estate is $6,400,000.”

APPROVED: JAN I. GOLDSMITH, City Attorney

e NN, N
Hilda R, Mendoza{w’” (TQW:)
Deputy City Attotngy T

HRM.als

07/28/2016

Or.Dept:READ

Doe. No.: 1328963

I certify that the foregoing Resolution was passed by the Council of the City of San Diego, at this
meeting of AUG @ 2 2016 .

ELIZABETH S. MALAND
City Clerk

Approved: 57 / 3 / /é

(date)

Vetoed:

-(date) KEVIN L. FAULCONER, Mayor
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Passed by the Council of The City of San Diego on AUG 83 2016 , by the following vote:

Councilmembers Yeas | Nays Not Present ‘Recused
Sherri Lightner O %4 N N
Lorie Zapf 0 N i 0
Todd Gloria 7 M I M
Myrtle Cole )4l g M 1
Mark Kersey 7 O M 0
Chris Cate il O O O
Scott Sherman )4 N ] N
David Alvarez 4 ) [ ] N
Mearti Bmerald /B/ N ] il

Date of final passage AUG @8 2018

(Please note: When a resolution is approved by the Mayor, the date of final passage is the date the
approved resolution was returned to the Office of the City Clerk.)

. ' KEVIN L. FAULCONER
AUTHENTICATED BY: Mayor of The City of San Diego, California.

' ELIZABETH S. MALAND
(Seal) City Clerk of The City of San Diego, California.

Py o Do _—
By ) )2/&5,39” S 7 7 L , Deputy

Office of the City Clerk, San Diego, California

Resolution Number R- 31@65 4




