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The proposed (combined) rent schedule is shown in the table below:

Rent if Option is Estimated Rent if option is Estimated

Year | exercised before 24 Rent (per exercised after 24 Rent (per

months pro-forma) | months pro-forma)
1 $900,000 flat $900,000 | $900,000 flat $900,000
2 $1,000,000 ﬂat $1,000,000 | $1,000,000 flat $1,000,000
3 $1 100,000 fat $1,100,000 | $1,100,000 flat $1,100,000
4 |$1200000fat  $1,200000 $1337.000MARvs %  $1.830,000
"""""" 5 | $1337.000MARvS. % 52065000 | $TAB3000MARvS %  $2.065.000
6+ |$1483000MARYS. %  $2129,000 | $1483,000 MAR vs. %  $2,129,000 |

The lease would be subject to rent reviews beginning in year 10 and every 10 years
thereafter in addition to mid-term CPI adjustments beginning in year 15. The minimum
rent will not be set at less than 75% of the average total percentage rents paid during
the prior three years per the terms of the proposed lease.

Marina _Maintenance Audits: Since the Sunroad Resort Marina will already be
approximately 27-years old upon commencement of the new lease, staff has included a
requirement that marina maintenance audits be completed at Sunroad’s expense every
five years beginning in 2027 (10-years prior to the marina’s current termination date).
Sunroad will be obligated to complete any work identified as required in the
maintenance audit. f Sunroad does not complete the work identified in the audit, the
District may require that Sunroad deposit three percent of gross revenues annually into
a reserve account to pay for maintenance. |If the District consents to a transfer of
Sunroad’s interest in the lease, the reserve account requirement will also be triggered.

Port Master Plan Amendment:

The proposed project includes the East Harbor Island Subarea PMPA to modify
portions of the Planning District 2, Harbor Island/Lindbergh Field, precise plan text,
map, and land use acreage tables. The existing certified PMP precise plan text
describes a high quality hotel of up to 500 rooms on the westernmost parcel of
East Harbor Island (located west of the project site), which is currently used by the
San Diego International Airport for employee parking. A copy of the draft East Harbor
Island Subarea PMPA is attached.

Draft PMPA: To facilitate development of the proposed project, the draft PMPA
includes the following revisions to the PMP:

San Diego Unified Port District Beard Meeting = June 14, 2011
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e Updating the PMP land use acreage tables and Precise Plan for Planning District
2, Harbor Island/Lindbergh Field to the commercial recreation, street, open
space (traffic circle), and promenade designations;

e Updating the Planning District 2, Harbor Island/Lindbergh Field, Project List to
change the 500-room hotel to multiple hotels with a cumulative total of up to
500 rooms, and include the proposed road and ftraffic circle realignment.
The 175 hotel rooms proposed as part of the project would constitute a portion of
the 500 total hotel rooms on East Harbor Island.

In compliance with the California Coastal Act (Section 30712), the District issued a
Notice of Completion and Public Hearing of the draft PMPA on Saturday, April 9, 2011
in the San Diego Union Tribune and Monday, April 11, 2011 in the San Diego
Daily Transcript. This provided the required 30-day notice to members of the public,
organizations, and governmental agencies of the completion of the draft PMPA and the
public hearing for adoption by the Board.

Sunroad has requested District staff consider processing an appealable Coastal
Development Permit (CDP) for the proposed project closer to Coastal Commission
certification of the PMPA as a way to potentially expedite the entitiement process for
the project. Typically, projects are processed linearly, whereby District staff requests
the Board authorize issuance of the CDP following PMPA certification by Coastal
Commission. This would be the first time the District would process a CDP prior to
certification of the PMPA. Sunroad has assumed the potential risks and costs
associated with this process.

Coastal Commission Feedback: Staff has met with local Coastal Commission staff in
person and via telephone to discuss the draft PMPA. In addition, Port and
Coastal Commission staffs exchanged letters discussing Coastal Commission concerns
regarding the proposed project. Throughout this process, Port staff has worked through
concerns raised in respect to views, site accessibility, pedestrian linkages, signage, a
shuttle, and activating uses. However, outstanding issues with Coastal Commission
staff regarding the PMPA include 1) development of a shoreline promenade throughout
the entire length of East Harbor Island, and 2) provision of low-cost accommodations.
These issues are discussed further below:

Shoreline Promenade: The PMPA Precise Plan {Figure 9 of the PMPA) for Planning
District 2 includes extending the pedestrian promenade to the east end of Harbor Island
to incorporate the location of the promenade and public viewing platforms on the
Reuben E. Lee Restaurant Replacement site, a project that was approved by the Board
in June 2008. Coastal Commission staff requested the PMPA include the following
modified language: “The existing promenade along the southern side of Harbor Island
Drive will be extended alongside and adjacent to the shoreline to the eastern portion of
the East Harbor Island subarea...” However, this language would not be consistent
with the previously-approved Reuben E. Lee restaurant redevelopment project.

San Diego Unified Port District Board Meeting — June 14, 2011
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Development of a shoreline promenade alongside the Reuben E. Lee redevelopment
project would require shifting the project westward, on top of existing earthquake fault
lines. The location of the fault lines on East Harbor Island can be found in Appendices
H-1 and H-2 of the Draft EIR. Along with a promenade fronting the Reuben E. Lee
restaurant redevelopment, the approved restaurant redevelopment will provide three
public viewing platforms. Staff contends these new public access opportunities will be
at least equal to the public access opportunity afforded by a promenade directly
adjacent to the shoreline.

L ow-cost Accommodations: |n addition, Coastal Commission staff is requesting policy
language that addresses the affordability of overnight accommodations and the
provision of or in-lieu funding for low-cost accommodation facilities. The District is
currently developing an affordable accommodations policy to address this issue.
In addition, the project is anticipated to have an ADR that is considered be a “moderate
cost.”

Environmental Impact Report:

The “Sunroad Harbor Island Hotel and East Harbor Istand Subarea Port Master Plan
Amendment” Final EIR has been prepared in accordance with California Environmental
Quality Act (CEQA) (Public Resources Code Section 21000 et seq.) and the
State CEQA Guidelines. The Final EIR consists of five volumes, organized as follows:
Volume 1 contains the comment letters regarding the Draft EIR and Recirculated
Portions of the Draft EIR and the District’'s response to those letters; Volumes 2, 3, and
4 include the Draft EIR and its two volumes of appendices; and Volume 5 includes the
Recirculated Portions of the Draft EIR and its associated appendices.

Draft EIR: Environmental review of the project, pursuant to CEQA, began in
September 2008 at the direction of the Board. The Draft EIR evaluated a number of
environmental issues including land use; biological resources; aesthetics; hydrology
and water quality; hazards and hazardous materials; transportation, traffic, and parking;
air quality; noise; geology and soils; public services and utilities; and recreation.
The Draft EIR identified significant mitigable impacts to biclogical resources, hazards
and hazardous materials, noise, geology and soils, and cumulative public services and
utilities (solid waste). The Draft EIR also identified direct and cumulative unmitigable
impacts to public services and utilities (fire protection services) and cumulative
unmitigable impacts to traffic.

The Draft EIR analyzed the project and two alternatives - the CEQA-required No Project
Alternative and the Reduced Project Alternative. The Reduced Project Alternative
evaluated a 69-room hotel as that was the size hotel that would avoid all significant
cumulative traffic impacts. Although the Reduced Project Alternative would avoid all
cumulative ftraffic impacts associated with the project, it would not reduce or
substantially avoid any of the other significant impacts identified for the project.
The Draft EIR concluded that the Reduced Project Alternative could avoid the project’s
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potential impacts on traffic and would meet most of the project objectives, but it may not
be feasible for economic reasons, as defined in Section 15364 of the State CEQA
Guidelines.

The Draft EIR, dated December 2009, was made available for 45-day public review
period from December 10, 2009 through January 25, 2010. The District received four
comment letters (totaling 32 comments) on the Draft EIR from the California State
Clearinghouse, Department of Toxic Substances Control, California Native American
Heritage Commission, and the City of San Diego (“City”). The four comment letters are
summarized as follows:

¢ California State Clearinghouse informed the District that the Draft EIR was
distributed to various state agencies for their review.

e The California Native American Heritage Commission provided comments
that express concern for potential buried Native American cultural
resources and recommends consultation with local Native American tribes
to identify any potential cultural resources. The letter also indicated that
neither the project site nor any property within a one-half mile radius of the
project site is located within the Native American Heritage Commission’s
Sacred Lands File Inventory. As identified in the Draft EIR, the project
site is located on fill and no buried cultural resources or human remains
are anticipated to be discovered during the project’s site disturbance
activities. No further action is required.

» The Department of Toxic Substances Control comment letter reiterated
their concerns from the 2009 letter they provided on the Notice of
Preparation. Those concerns regarding potential hazardous materials at
the site were fully addressed in the Hazardous and Hazardous Materials
and Air Quality chapters of the Draft EIR and mitigation was provided to
fully mitigate these potential impacts to a level less than significant.

 The City provided comments on the preservation of uplands views, the
projects solid waste generation, and the project's ftraffic analysis,
including requests for clarification on some of the traffic analysis
assumptions and methodology. The City indicated that the traffic analysis
included in the Draft EIR did not use the most recent significance
thresholds adopted by the City, and that incorrect roadway classifications
and roadway capacities were used in the traffic analysis. The traffic
analysis was revised as a result of this comment letter. The additional
traffic, view, and solid waste comments raised by the City are addressed
in the Final EIR.

With the exception of the City comments indicating the incorrect roadway classifications
and roadway capacities were used in the traffic analysis, staff determined that all other
comments did not raise any significant environmental issues not already included in the
Draft EIR. Responses to the four comment letters are provided in the Final EIR.
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Recirculated Portions of the Draft EIR: In response to comments received from the City
on the Draft EIR, the traffic analysis was revised to incorporate the most recent
significant thresholds and the correct roadway classifications and capacities.
The revisions changed the conclusions of the cumulative traffic analysis, which
warranted recirculation of the portions of the Draft EIR that were affected by a revision
to the traffic analysis — Traffic, Cumulative Impacts, and Alternatives.

Due to the revised significance thresholds, roadway classifications, and roadway
capacities, the 69-room hotel Reduced Project Alternative evaluated in the Draft EIR no
longer avoided all significant cumulative traffic impacts. The 69-room hotel avoids four
of the six significant cumulative traffic impacts. |n addition, the Recirculated Portions of
the Draft EIR added a second scenario — a 123-room hotel — to the Reduced
Project Alternative. The 123-room hotel avoids three of the six significant cumulative
traffic impacts. The Recirculated Portions of the Draft EIR concluded that the
Reduced Project Alternative would not achieve several of the fundamental objectives of
the project, and thus would be undesirable from a policy standpoint.

The Recirculated Portions of the Draft EIR was made available for a 45-day public
review period from November 24, 2010 to January 10, 2011. The Recirculated Portions
of the Draft EIR identified new traffic impacts - one additional cumulative intersection
impact and two new cumuiative street segment impacts. The District received five
comment letters (totaling 27 comments) on the Recirculated Portions of the Draft EIR
from the Department of Toxic Substances Control, the California Native American
Heritage Commission, City of San Diego (two separate comment letters), and Adams
Broadwell Joseph & Cardozo Attorneys on behalf of UNITE HERE. The Department of
Toxic Substances Control and California Native American Heritage Commission letters
are identical to the letters submitted on the Draft EIR. The remaining three comment
letters are summarized as follows:

The two City comment letters had remaining comments that warranted clarification on
some of the traffic analysis assumptions and methodology, as well as water and sewer
main information for the project developer, and information on the project developer's
contribution towards the construction of a new fire station. The water and sewer main
comment did not address the adequacy of the EIR. The new fire station contribution
comment did not address the adequacy of the EIR because the EIR identified a
significant unavoidable impact to fire protection services and requires the Project
Applicant to pay a fair-share contribution towards the construction of a new fire station.
Responses providing clarification on the traffic comments are provided in the Final EIR.

The Adams Broadwell Joseph & Cardozo comment letter did not address the accuracy
or adequacy of the Recirculated Portions of the Draft EIR but indicated they are still
reviewing the Draft EIR and Recirculated Portions of the Draft EIR and requested to be
notified by mail and email of all proposed actions related to the project. Adams
Broadwell Joseph & Cardozo's client, UNITE HERE, has previously received all
notifications on the public comment periods for the Notice of Preparation and
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Scoping Meeting, Draft EIR, Recirculated Portions of the Draft EIR, and Notice of
Completion and Public Hearing of the PMPA.

Staff determined that the comment letters did not raise any significant environmental
issues not already included in the Draft EIR or Recirculated Portions of the Draft EIR.
Responses to the five comment letters are provided in the Final EIR.

Mitigation Monitoring and Reporting Program: As concluded by the Draft EIR and
Recirculated Portions of the Draft EIR, the project would result in various potentially
significant environmental impacts. With the exception of the significant unmitigable
public services and utilities (fire protection services), cumulative traffic, and cumulative
public services and utilities (fire protection services) impacts, all project-level and
cumulative impacts can be mitigated to below a level of significance with the
implementation of the mitigation measures outlined in the Draft EIR and Recirculated
Portions of the Draft EIR. These mitigation measures include various construction and
operation-related mitigations. All mitigation measures, when they are to be carried out,
the party responsible for carrying out them out, and their monitoring and
reporting procedures are contained in the Mitigation Monitoring and Reporting Program
(MMRP), which has been prepared in compliance with CEQA Guidelines
Section 15097.

Findings of Fact and Statement of Overriding Considerations: CEQA requires the
Board to adopt Findings of Fact for all significant project impacts, including impacts that
are considered less than significant after mitigation and impacts that are considered
significant and unmitigable. In addition, the significant and unmitigable impacts require
the Board to also adopt a Statement of Overriding Considerations identifying that the
District has balanced the specific economic, legal, social, technological, and other
benefits of the project, including region-wide or statewide environmental benefits,
against its unavoidable {unmitigable) significant environmental risks in determining
whether to approve the project. The District finds that, pursuant to CEQA Guidelines
Section 15093, the benefits of the project, including but not limited to increased
employment opportunities and enhanced access to the shoreline, outweigh its
significant adverse environmental impacts and, therefore, such impacts are
considered acceptable. Accordingly, staff recommends the District adopt the Statement
of Overriding Considerations.

Copies of the Final EIR, Findings of Fact and Statement of Overriding Considerations,
and MMRP have been provided to the Board.

Port Attorney’s Comments:
The Port Attorney’s Office has reviewed the issues set forth in this agenda sheet and

there are no legal concerns. The Board may analyze the issues presented and take
appropriate action.
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Environmental Review:
The proposed Board action completes the CEQA process for this project.
Equal Opportunity Program:

Not applicable.

PREPARED BY: Tony Gordon
Area Real Estate Manager

Anna Buzaitis
Assistant Redevelopment Planner
Environmental and Land Use Management
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Attachment to Agenda Sheet No.

PROPOSED OPTION AGREEMENT INFORMATION SUMMARY

18

Optionee: Sunroad Marina Partners, LP
Location: 955 Harbor Island Drive
Area: Land — 259,050 SF
Water — 1,056,263 SF
Easement — 220 SF
Project: 175-room limited service hotel
Term: 3 years
Consideration: $109,250

Conditions to Exercise Option:

Sunroad Marina Partners, LP must submit
the following for District approval:

Due date (months from commencement of option):

CEQA document certified and PMPA
approved:

Schematic drawings (30% design):
Development plans (60% design):
Hotel brand selection:

Parking management plan:
Working drawings (90% design):
Hotel management agreement:
Project financing:

Development Permit:
Construction contract:

Performance bond:

Equal Opportunity Employment Program:

Development permits including a Coastal

before option exercise

10
18
18
20
22
32
32

32
32
32
32
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EXISTING AND PROPOSED LEASE INFORMATION SUMMARY

Existing Proposed
Lessee Sunroad Marina Partners, LP same
Location 955 Harbor Island Drive same
Area Land 259,050 SF same
Water 1,056,263 SF | same
Easement 220 SF same
Use marina hotel and marina
Minimum )
Annual Rent $900,000 Year 1: $900,000 annual flat rent
Year 2: $1,000,000 annual flat rent
Year 3: $1,100,000 annual flat rent
Year 4: $1,200,000 annual flat rent
(if option is exercised before 24
months after commencement)
Year 5: $1,337,000
Years 6 - 10: $1,483,000
Percentage Board adopted rates same
Rent
Term 50-years 55-years
(2/1/1987 - 1/31/2037) (4/1/2014 - 3/31/2069) - estimated
NextRent 1,1 5012 411/2024
Review
. : 175-room limited service hotel, 600-slip
Improvement 609'.5'”0 marina, 1.9’816 SF of . marina, 19,816 SF of buildings, swimming
Summary buildings, swimming pool, parking lot :
pool, parking lot
Special marina maintenance audits beginning in 2027
Lease none
g and every 5-years thereafter
Provisions
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N HARBOR ISLAND/
| LINDBERGH FIELD
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Attachment to Agenda Sheet No. 18

San Diego Unified Port District
Port Master Plan Amendment

Fast Harbor Island Subarea
Port Master Plan Amendment

Existing/Proposed Plan Text
and Plan Graphics

December 2009
November-2010
April 2011
May 2011

Note: Text to be deleted shown stricken and text to be added shown underined.
Text mn italics is for clarification only and is not part of the Plan Amendment




The 1980 Port Master Plan was certified by vote of the California Coastal Commission (CCC) on
January 21, 1981. Subsequent amendments, all of which have been incorporated into this copy, are
listed below: ’

Amendment BPC Res. CCC Certification

Title No. Date
Coronado Tidelands 83-133 12 Apr 1984
Convention Center and Option Site Hotel 84-290 14 Mar 1985
Bay Mooring and Anchorage Management Plan 84-304 25 Apr 1985
Chula Vista Bayside Park Extension 84-379 27 Aug 1985
Crosby Street Site 86-365 27 Feb 1987
Shelter Island Roadstead 88\-:2/12 15 Nov 1988
Corcnado Boatyard/T he Wharf 8/9-383 11 Apr 1980
East Harbor Island Hotel 90-170 14 Sep 1980
Seaport Village Street Relocation 82-74 11\Jun 1992
NASSCO Ways Modification , 92-1 18> 11~J\},n 1992
Solar Turbines Incorporated 92°190 13 Oct 1992
Lindbergh Field Immediate Action Program 92406 13 Apr 1993
Driscoll Boatyard Expansion 93-033 14 May 1993
National City Marina : 94-152 11 Aug 1994
Design Refinements to IAP 95:223 15 Dec 1995
San Diego Convention Center’%ion 95:3\89) 12 Jan 1996
A-9 Cruiser Anchorage 95-266 11 Apr 1986
Convair Lagoon 96-135 12 Nov 1996
Imperial Beach Oceanfront 97-187 10 Dec 1997
--Chula Vista Industrial Business_Park,Expansicn 97-227 10 Mar 1998
South Emb@developmen Program | 98-136 15 Oct 1998
Nerth Embarcaderc AlliancewVisionary Pl\an 2000-83 14 Mar 2001
Former Naval Training Center Land %ansfer 2000-166 12 Jun 2001
D Street*ill Mitigation Site \\ \) 2001-86 11 Sep 2001
South Embarcadero Redevelopmer']t Program 2 2001-72 12 Dec 2001
National Distributio\r1~Center, ya{ic}nal City 2001-99 12 Dec 2001
South Bay Boat Yard, Chula'Vista 2001-180 12 Dec 2001
Glorietta Bay Redevelop@nt 2001-65 05 Feb 2003
America's Cup Harbor 2002-120 12 Jun 2003
Fifth Avenue Landing Spinnaker Hotel . 2004-66 12 Aug 2004
Old Police Headquarters 2006-29 10 Aug 2006
Naticnal City Aquatic Center 2006-162 15 Feb 2007
Broadway Pier Cruise Ship Terminal 2009-37 03 Feb 2009
East Harbor Island Subarea 2011-XX XX XX 2011

Disaifi



TABLE 4

PORT MASTER PLAN
LAND AND WATER USE ALLOCATION SUMMARY

LAND WATER TOTAL
USE ACRES USE ACRES ACRES % OF TOTAL
Existing Revised Existing Revised ,Existing Revised Existing Revised
COMMERCIAL 3736 373.1 COMMERCIAL 333.0/ 756-6 7561 14%
Marine Sales and Services 18.8 Manne Services Berthing 17.7
Airport Related Commercial 38.0
Commercial Fishing 83 Commercial Fishing Berthing 188
Commercial Recreation 3044 3037 Recreational Boat Berthing :33514
Sportfishing 43 Sportfishing Berthing 111
INDUSTRIAL 1206.4 INDUSTRIAL 217.7 26%
Awviation Related Industnal 152.9 Specialized Berthing 1705
Industrial Business Park 113.7 Terminal Berthing 47.2
Marine Related industrial 3221 7
Manne Terminal 149 6
International Airport 468.1
PUBLIC RECREATION 280-6 281.0 PUBLIC RECREATION 86146 962.0 18%
Open Space 160 18.7 Open’Bay/Water
Park/Plaza 146 4
Golf Course 978
Promenade 173 181
CONSERVATION 398.2 CONSERVATION £ 1457.8 27%
Wetlands 304.9 Estuary 1058 &
Habitat Replacement 94/3/—\ Q
PUBLIC FACILITIES 222.9 /. 222.8 SPUBLIC FACILITIES 394.3 81472 6171 12%
Harbor Services 27 Pjarb'gr Services \ 105
City Pump Station go 4 Boat Nawgation Corndor 284.6
Streets 2197 Boat’Anchorage \ 250
Shif-Navigation Corridor 50.0
Ship_Anchorage 242
MILITARY 7\ 25.9 MILITARY 125.6 151.5 3%
Navy Fleet Sghool 259 Navy Small Craft Berthing 6.2
//—\ Nawvy Ship Berthing 1194
TOTAL LAND AREA  2508.4 T'O\Ty. WATER AREA  2860.3
MASTER PLAN LAND AND WATER ACREAGE TOTAL 5368.6 100%

(DRAFT 09-14-09)
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Development of unleased—parcels on
Harbor Island is expected to be completed
with the construction of the hotelg on the
east basin. Along Harbor Drive, from the
Navy Estuary to the Coast Guard facility,
planning concepts focus on providing a
sense of entry into downtown San Diego
for travelers coming via Llndbergh Field
and Point Loma, with activities and
landscape features that strengthen the
image of San Diego as a pleasant place to
visit. Considerable attention must be paid
to improvements in the general
appearance of existing industrial uses and
the planned expansion of these uses.
Public park, pedestrian promenade and
open space are reserved on the bayside
and In the circulation gateway of Harbor
Istand. Coastal access is enhanced by a
shoreline park with leisure facilities,
including restroom, and a 1.3 mile bayside
public pathway.

A public access plan will be prepared and
implemented for each hotel developmeént
on_Harbor lIsland as the 'hotels aré
developed or redeveloped.-.. The public
access plans will includé ‘inforfation _on
signage, amenities, and pfblic infofmation
to_inform _and invife .the public) t& and
around Harbor Island™and downtowh San

AN/

All hotel-developments on. Harbor Island
shall (frovide or “participate. in_shuttle
serviceZto _and from\the airporh. Al
development _shall _provide _information
regarding other transit opportunities.

A_parking manaqement) plan will be
prepared for each“hotel” delelopment on
Harbor Island as the Hotéls are developed

or redeveloped.

Land and Water Use Allocations

The Harbor Island/Lindbergh  Field
Planning Disfrict contains an approximate
total of 996 acres, consisting of about 816
acres of tidelands and 180 acres of
submerged tidelands. Table 8
summarizes the land and water use

allocations proposed in the Precise Plan.

As in the Shelter Island Planning District,

a significant portion of the area is already

developed and is under long term lease

commitment Fhe-east-end-of-the Harbor
. i

Island-peninsula-is u.asl aRt-and ti.”"s elielas

the—presence—of —structures—or—iease
interest—A balanced allocation of use
activities 1S provided within the major use
categories of corr)\mermal, industrial, public
recreation, and.public facilities.

The use allocatton table, the Precise Plan
Map, and the followmg text supplement
the general plan\guldelme presented in
the precedlng part of this document.

<Harbc;r Island/Lindbergh Field
Rlanning Subareas :

Planning” District 2 has been divided into
nine“subareas (Figure 10) to provide a

more s\pecif'c explanation of the intent of
the.PIan.%

Sf:;ﬁishvlLanding Park

Spanish Landing Park, subarea 21,
extends along the necrth bank of the
Marbor Island West Basin and occupies
11.2 acres of land. Another 1.3 acres is
designated for promenade in the form of a
bicycle and pedestrian path. This area is
completely developed except for the
possibility of a fishing pier near the west
end. Approximately one mile of public
access to the shore is provided by this
park. Historic markers located in the park
commemotate Juan Rodriguez Cabrillo's
discovery of San Diego Bay in 1542, and
the exploratory party of Gaspar de Portola
in 1769-70.

West Harbor Island

West Harbor Island, subarea 22, has been
completely developed with commercial
recreational uses such as hotels,
restaurants, marinas, and marine related
commercial business. No changes to this



37.7-acre commercial recreation area are
anticipated.

East Harbor Island

The east end of Harbor Island, subarea
23, has—been—is the last subarea to
complete phased development_and is
designated commercial recreation. The

last-projest—aFuture development in this

subarea includes two or more hotels
totaling high-guality-hotel-of approximately
500 rcoms_; These hotels-is will be sited to
be responsive to views of San Diego Bay;
the—airport; and the downtown San Diego
skyline. Maximum building heights will be
establish—consistentey with  adopted
aircraft approach paths__and Federal
Aviation Administration (FAA) regulations.
Fhe—hotelHotels eomplex may Includes
typical supporting facilities such as
swimming pools, spas, commercial retail.
restaurants, cocktail lounges, meetmg and
conference space, recreational faclittfes

manner_that does not obstruct pedestrian
flow. Public access and other path-finding
signage, as well as signage identifying
that the promenade is open to the public,
will _be placed at strategic locations

throughout East Harbor Island to guide

guests and visitors to and from public use
areas, restaurants, and other facilities.

As the East Harbor Island subarea is
developed or redeveloped, Harbor Island
Drive_may befesized and realigned to
optimize use“of East Harbor Island. This
may_allow” for{increased and enhanced
public .énjoyment of the bay.  The
promehade and “new public _access
features (i.e. benches) will provide
€nhahced open space and public access
opportunities within the 'East Harbor Island
{subarea. .Proportionate to fthe type and
\éxtent of ‘development or redévelopment,
activating/ uses _such as restaurants,
outdoor” seating and _dining _areas. and
reta||\shoos open to the public will be

including piers, and ancillary uses. A\mteqrated into the hotel development or
is!

marina of approximately 550 slips

redevelopment.
located adjacent to the—hotels and\/ /\\V

occupies most of the bassnnThé\eastern
end of the pemnsula is anchpred by
restaurants, which” arée uniquely sited on

the water's edge. \\/

The existiig_promenade - .along _the
southerr side of~Harbor _lsland, Drive will
be exfended to the eastern portion of the
East\ Harbor Island sUbarea andalong
Harborvsland East Basimfrontage“as the
subarea Yis “developed of 'redeveloped.
The promenade will provide pedestrian
access around East Harbdr Island and will
connect_the hotél. devélopthents. marina,
and restaurants to. the” rest of Harbor
Island. The promenade will be located to
provide views of the San Diego Bay, the
downtown San Diego skyline, and the
Harbor Island East Basin. When the
promenade is located within a private
leasehold or on a Port development site.
improvements and the promenade will be
sited to allow uninterrupted pedestrian
flow. Benches and viewing decks
adjacent to the promenade will be sited to

provide multiple viewing opportunities in a

A public_promenade parallels the active
ship channel of the bay and ignsures
pedestrian and bicycle coastal access.
Landscaped open space on Harbor island
Prive is retained with the street design of
an upgraded and modified “T" inter-
section. Utility capacity is expanded to
meet increased service needs.


file:///Landscaped

TABLE 8

Precise Plan Land and Water Use Allocation

HARBOR ISLAND/LINDBERGH FIELD: PLANNING DISTRICT 2

LAND WATER TOTAL %OF
USE ACRES USE ACRES ACRES TOTAL
Existing Revised Existing Revised
COMMERCIAL 806 90.2 COMMERCIAL 105.8 1964 196.0 20%
Airport Related Commercial 38.0
Commercial Recreation 526 522 Recreational Boat Berthing
INDUSTRIAL 631.8 INDUSTRIAL 643.0 65%
Aviation Related Industnal 130.6
Industrial Business Park 331 Specialized Berthing
International Airport 468.1
PUBLIC RECREATION 262 6.7 PUBLIC,RECREATION 2 71. 7%
Open Space 5 7.2  Open Bay/MWater 45.0
Park 16.4
Promenade 23 31
PUBLIC FACILITIES 66-8 68.7 \ PUBLIC-FACILITIES 8.0 848 84.7 8%
Harbor Services 1.3 Harbor Services, 53
Streets 8565 654 Boat Nawganon Corridor 12.7
TOTAL LAND AREA 81 Sﬁ TOTAI:»WATER AREA 180.0
PRECISE PLAN LAND AND'WATER ACREAGE TOTAL 995.4 100%

Nofe. Does not rnc!udg:
Leased Federal Land 22.5 acres
State Submerged Tidelapds., 41.3 acres
Leased Uplands 4.1 acres

Rewvised acreage includes:

East Harbor Isiand Subarea PMPA —~%C/07 JOCKX XX, 2011
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Revised. 8-14-09
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Project List

A listing of projects and appealable classifications is shown in Table 9.

TABLE 9: PROJECT LIST APPEALABLE {
. A FISCAL
HARBOR ISLAND/LINDBERGH FIELD: PLANNING DISTRICT 2 /DEVELOPERJr YEAR
SUBAREA
VN
1. HOTELS-GOMBRLEEX: up to 500 rooms_in multiple hotels, including 23 T Y 3583~
restaurants, cocktail lounges, meeting and conference space, parki,ng, 842012-
landscapinge, public promenade: realignment of traffic circle and réadway 2016
2. PORT ADMINISTRATION BUILDING RENOVATION: Re/mvat/ebuilding; 29 P N 1993-95
Construct parking structure, install landscaping
3. AIRPORT ACCESS ROAD. Construct 27 P Y 1995-96
4. FUEL FACILITY: Expansion to north side af atrport 25 P N 1952-93
5. ACCESS ROADS Revise arrport internal road‘syk 26 P N 1993-94
6. LAUREL STREET' Widen between Harbor Drwe a{j Pacific Highway 27 P Y 1994-95
7. NEWAIRPORT TERMlNA@tf\amnty, aprqmtaxnwam 26 p N 1993-95
8. ANCHORAGE FAC!LiT}JrnstaII penm)eter marker buoys at Anchorage A-9 23 P Y 1995-96
9. CONVAIR LAGOON: Sedment remediation 24 T N 1896-97
10. INTERIM EMPLOYEE PARKING LgT"'Construct alrportjemployee parking 26 P N 2001-03
lot and staging area.for tax|s shuttlé vans and charter.buses replace storm

drain

P- Port District N- No
T- Tenant Y ed

N

(Revised 11/16/09)
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Attachment to Agenda Sheet No. 18

OPTION TO LEASE AGREEMENT

THIS OPTION TO LEASE AGREEMENT is made and entered into as of this _ day of
. 20, by and between the SAN DIEGO UNIFIED PORT DISTRICT, a
public corporation, ("District"), and SUNROAD MARINA- PARTNERS, LP, a California
partnership, ("Optionee").

WITNESSETH:

WHEREAS, Optionee desires to obtain an option to lease covering a portion of those
lands within District’s jurisdiction located at 955 Harbor Island Drive, in the City of
San Diego, California, which lands are more particularly described and delineated in
Exhibits "A" and "B" in the lease attached hereto as Exhibit No. "1" {“Lease”) and made
a part hereof, provided, however, each parcel is subject to modifications of its area and
boundaries by mutual agreement of the parties (hereafter the “Premises”}; and

WHEREAS, District is willing to enter into an Option to Lease Agreement ("Agreement"}
to lease the Premises to Optionee for development and operation of an approximately
175-room limited service four story hote! together with enhanced public access along the
east Harbor Island basin.

NOW, THEREFORE, in consideration of the performance and observance of the terms,
covenants and conditions hereafter set forth, the parties hereto mutually agree as
follows:

1. GRANT OF OPTION: Subject to-the conditions set forth in this Agreement, District
hereby grants Optionee an option to lease the Premises {“Option”) for the Term (as
defined in Paragraph 2 below} and in accordance with the covenants and
conditions set forth in the Lease.

2. OPTION TERM: Unless otherwise extended by written agreement by the parties,
the term (“Term”) of this Option shall be thirty six {36} months (as such term shall
be extended for delays in accordance with Paragraph 5.a below and/or in
accordance with Paragraph 14 below and shall commence on ,
20__ ("Commencement Date”) and shall expire at 5:00 p.m. on ,
20__ . Notwithstanding any other provision of this Agreement, Optionee’s right
to exercise the Option and execute the Lease will terminate and be of no further
force and effect if the conditions set forth in this Agreement are not timely
satisfied, and the Option exercised, before the expiration of the Term.




OPTIONEE’'S PROJECT: Optionee’s development is an approximately 175-room,
four story limited service hotel, the reduction of the traffic circle and realignment
of Harbor Island Drive, realignment of existing sewer, water and utility lines,
demolition and replacement of existing tocker room building and parking east of
the Sunroad Resort Marina and enhanced public access along the east Harbor
Island basin, ‘collectively the “Project.”

OPTION AGREEMENT CONSIDERATION: The consideration for this Option is the
sum of One Hundred Nine Thousand Two Hundred Fifty Dollars {$109,250),
which sum shall be retained by the District as consideration for the granting of
the Option whether or not the Option is exercised and shall not be refundable to
Optionee under any circumstances. If the full consideration is not received by
the District prior to the Commencement Date of this Agreement, this Agreement

~ shail automatically terminate and be of no further force or effect.

CONDITIONS PRECEDENT: Optionee will have no right to exercise the Option
unless and until the conditions set forth below in this Paragraph 5 have been
satisfied. Except for Optionee’s monetary obligation set forth in “a.” below,
these conditions precedent are not covenants of District or of Optionee.

a. CEQA Document: If deemed necessary by the District, an appropriate
California Environmental Quality Act {(“CEQA") document for the Project
and, if applicable, a Port Master Plan Amendment (PMPA) will be prepared
by a private firm approved by District and Optionee (“CEQA Consultant”)
under a three-party agreement executed by the District, Optionee and the
CEQA Consultant under which it is the parties’ intention to include the
following provisions: (i) Optionee agrees to pay for the District’s cost of
obtaining an adequate CEQA document and (ii) Optionee will directly pay
to the CEQA Consultant such costs as they are incurred within thirty {30)
days after Optionee receives the CEQA Consultant’s written request for
payment. In the event of any conflict or inconsistency between the three-
party agreement actually executed by the parties hereto and the intended
provisions in the preceding sentence, the provisions of the three-party
agreement shall govern and prevail. Notwithstanding the foregoing in this
Paragraph 5.a., District, in its sole discretion, may elect to enter into a
two-party agreement executed by District and the CEQA Consultant on
terms reasonably approved by Optionee and, in that event, Optionee
agrees to pay for the District’'s cost of obtaining an adequate CEQA
document and will pay such costs as they are incurred within thirty (30)
days after Optionee receives the District’s written request for payment.
Optionee will fully and timely cooperate with the District and, if applicable,
the CEQA Consultant in furnishing information required for the CEQA
document and District’s efforts to obtain California Coastal Commission
(CCC) certification, including Optionee’s attendance and presentations at




community workshops or other public forums where issues relating to the
CEQA document and PMPA are discussed. District’'s Board of Port
Commissioners (“Board”) may, in its sole and absolute discretion, certify
or not certify the CEQA document and approve or not approve the PMPA.
Before Optionee may exercise the Option, (i) the type of CEQA document
must be determined and, if applicable, certified by the Board; and (ii}, if
applicable, the PMPA must be adopted by the Board and certified by the
CCC. Optionee acknowledges and agrees that either the Board or the
CCC may, at its sole and absolute discretion, elect not to adopt or certify
the PMPA based on the environmental review under CEQA or other
discretionary factors, and acknowledges that the PMPA might be adopted
or certified only upon the performance of certain additional conditions or
mitigation measures. Optionee accepts the risk that the Board or the CCC
will not adopt or certify the PMPA, and the PMPA might be adopted or
certified subject to the performance of certain additional conditions or
mitigation measures imposed by District or the CCC in their sole and
absolute discretion, Other than as expressly set forth in this Agreement,
Optionee will have no claim, cause of action, or right to compensation or
reimbursement from District or any other person if the PMPA is not
adopted by District or certified by the CCC for any reason, or if it is
adopted or certified subject to the performance of certain additional
conditions or mitigation measures. |f further review of the Project is
determined by the District to be required under CEQA as set forth above,
then the Term and each of the deadlines set forth in Paragraphs 5.b
through 5.0 below shall be extended on a day-for-day basis until the
fulfilment of the conditions set forth in this Paragraph 5.a, provided,
however, that Optionee is not the cause of any delays in the fulfillment of
the conditions set forth in this Paragraph b.a.

CDP Application: By no later than {date 5 months from commencement),
Optionee shall submit to District its Coastal Development Permit {CDP}
Application package.

Schematic Plans (30% Project Design): By no later than (date 10 months
from commencement} or four (4) months after either (a) the expiration of
the uncontested appeal period for the CDP issued by the District, or {(b)
issuance of the CDP by the CCC, whichever occurs latest, Optionee shall
submit to the District, for approval by the Executive Director of the District
or designee, six (6) copies of "Schematic Plans” for development of the
Premises. Schematic Plans, together with digital drawings provided as an
electronic file in ACAD format, shall be prepared by an architect licensed in
the State of California and include a scaled site layout with all major
dimensions of the entire Premises showing uses, buildings, parking areas,
landscaping, existing and proposed utilities, proposed public art locations,
public promenades, recreational dock and dine facilities (if applicable} and




other features; schematic floor plans of all structures; key elevations of
buildings sufficient to indicate the proposed architectural theme; location of
all existing and proposed easements on the site; schematic site grading
plan; stormwater control; and a detailed description of improvements and
methods of operation. The Schematic Plans must be in substantial
conformance to the architectural renderings, the scaled site layout and
Optionee’s Conceptual Development Plans approved by the Board; the
Design Criteria and Minimum Requirements; Board Policy No. 609 entitled
“Port Public Art Program” and the City of San Diego Building Codes. The
Schematic Plans shall be progressively more complete and detailed in all
areas than the Conceptual Development Plans. Upon submittal of the
Schematic Plans, the proposed investment in public artworks shall be
consistent with the requirements of the then current Board of Port
Commissioner’s Policy No. 609. If Optionee subsequently makes changes
to said public artworks after the initial submittal, then the requirements of
the Board of Port Commissioner’s Policy No. 609 in effect at the time of
the ariginal submittal of the Schematic Plans shall apply.

The Executive Director of the District, or designee, will approve or
comment on the Schematic Plans within twenty {20) days following
submittal. Any disapproval shall state in writing the reasons for
disapproval and the changes which the District requests to be made. Such
reasons and such changes must be consistent with any items previously
approved. Within twenty (20} days after the Executive Director of the
District, or designee, approves or comments on the Schematic Plans,
Optionee shall complete all corrections and modifications to the Schematic
Plans to the satisfaction of the District. District approval shall not release
Optionee from liability arising out of or related to the Schematic Plans.

Hotel Brand Selection: By no later than {date 18 months from
commencement) or twelve {12} months from either (a) the expiration of
the uncontested appeal period for the CDP issued by the District, or (b)
issuance of the CDP by the CCC, whichever occurs latest, Optionee shall
submit to the District its hotel brand selection under which the hotel will
be marketed and operated. The proposed hotel brand shall be a high
quality hotel that will be built, maintained and operated in accordance
with the standards specified by the selected brand. The District shall, in
its sole and absolute discretion, grant or deny consent to the hotel brand
selection in writing within sixty (60) days following Optionee’s request
for consent.

Hotel Management Agreement: By no later than (date 32 months from
commencement) or twenty six (26} months after either (a) the expiration
of the uncontested appeal period for the CDP issued by the District, or (b)
issuance of the CDP by the CCC, whichever occurs latest, Optionee shall




submit for the District’s consent, a hotel management agreement for
operation of the hotel. Such agreement is subject to the prior written
consent of the District and shall not be valid unless and until such written
consent is granted by the District. '

Design Development Plans (60% Project Design): By no later than (date
18 months from commencement) or twelve {12) months after either {a)
the expiration of the uncontested appeal period for the CDP issued by the
District, or (b} issuance of the CDP by the CCC, whichever occurs latest,
Optionee shall submit to the District for approval by the Executive Director
of the District or designee, six (6) copies of "Design Development Plans”
for development of the Premises. Design Development Plans shall be
prepared by an architect licensed in the State of California and consist of
the following:

(1} A detailed dimensional site plan drawn to scale showing all
improvements planned to be constructed on the Premises. This
plan shall include the location of all existing and proposed
easements and how they will be accommodated, location of all
existing and proposed utilities, site drainage and stormwater pians,
site grading plan, grade elevations of all structures, proposed site
work, and site horizontal (coordinate) and vertical control drawings
with a benchmark reference.

(2) Floor plans, elevations, and sections of all structures.

(3) Preliminary landscape development plans with anticipated
horticulture palette.

(4) A detailed cost estimate of all improvements with indirect costs,
furniture, fixtures, and equipment separately identified.

(5) Sustainable materials and energy conservation systems, to the
extent commercially reasonable.

The Design Development Plans must be in substantial conformance to the
Schematic Plans approved by the District. The Executive Director of the
District, or designee, will approve or comment on the Preliminary Plans
within twenty (20} days following submittal. Any disapproval shall state
in writing the reasons for disapproval and the changes which the District
requests to be made. Such reasons and such changes must be
consistent with any items previously approved. Within twenty {(20) days
after the Executive Director of the District, or designee, approves or
comments on the Design Development Plans, Optionee shall complete all
corrections and modifications to the Design Development Plans to the



satisfaction of the District. District approval shall not release Optionee
from liability arising out of or related to the Design Development Plans.

Parking Management Plan: By no later than (date 20 months from
commencement} or sixteen (16) months after either (a) the expiration of
the uncontested appeal period for the CDP issued by the District, or (b)
issuance of the CDP by the CCC, whichever occurs latest, Optionee shall
submit to District, a parking management and monitoring program that
describes parking demand created by proposed development and
describes efforts to minimize impacts (if any) to the surrounding area
and to manage parking overload during popular periods of use for both
the Sunroad Resort Marina and new hotel.

Working Drawings (90% Project Design}: By no later than (date 22
months from commencement} or eighteen (18) months after either (a) the
expiration of the uncontested appeal period for the CDP issued by the
District, or (b) issuance of the CDP by the CCC, whichever occurs latest,
Optionee shall submit to District for approval by the Executive Director of
the District or designee, six (6) copies of "Working Drawings” for
development of the Premises. Working Drawings shall be prepared by an
architect or engineer, as appropriate, licensed to do business in the State
of California, and shall consist of the following:

{1 Complete architectural, civil, structural, mechanical, electrical,
plumbing, utility layout, landscaping and irrigation, stormwater, and
public artworks plans, and site horizontal {coordinate) and vertical
control plans in¢luded in the civil drawings.

{2) Complete specifications, materials, and color list, and engineering
calculations for all improvements.

{3) A design program for signing the entire area, indicating sign type,
location, area, letter styles and heights, colors and materials to be
used,

(4) Exterior and interior color schemes and materials.

{5) Complete outline specifications to cover all phases of work.

{6) Construction contract form,

{7) Construction schedule.



(8) A detailed final construction cost estimate of all improvements,
including public artworks, with indirect costs, furniture, fixtures and
equipment separately identified.

The Working Drawings must be in substantial conformance to the
Preliminary Plans approved by the District. The Executive Director of the
District, or designee, will approve or comment on the Working Drawings
within twenty (20) days following submittal. Any disapproval shall state
in writing the reasons for disapproval and the changes which the District
requests to be made. Such reasons and such changes must be
consistent with any items previously approved. Within twenty (20} days
after the Executive Director of the District, or designee, approves or
comments on the Working Drawings, Optionee shall complete all
corrections and modifications to the Working Drawings to the satisfaction
of the District. District approval shall not release Optionee from liability
arising out of or related to the Working Drawings.

Project Financing or Equity Commitment: By no later than (date 32
months from commencement) or twenty six {26) months after either (a)
the expiration of the uncontested appeal period for the CDP issued by the
District, or (b} issuance of the CDP by the CCC, whichever occurs latest,
Optionee shall submit to the District evidence that Optionee either has
sufficient cash on-hand to build the Project in accordance with the
approved Working Drawings or has obtained a written commitment in
form and content reasonably acceptable to District, to provide financing
to build the Project in accordance with the approved Working Drawings.
Before Optionee exercises the Option, the lender {if any} will be
prepared to close the loan subject to delivery of the executed Lease.
District agrees to negotiate in good faith with such financial institute on
to amend the form of the Lease to provide such terms as the lender may
reasonably require to provide the construction and permanent financing
for the construction of the Project; provided that such amended terms
will not include economic concessions by District. District will have no
obligation to amend the Lease in any way inconsistent with District’s
fiduciary duty to its tidelands trust or with its customary leasing
practices. District will not be liable to Optionee or any third party for
any loss, damage, or injury of any kind arising from District’s refusal to
amend the Lease, and Optionee agrees not to bring any action against
District in connection therewith other than actions for equitable relief. If
Optionee plans to hypothecate the leasehold as security for a loan,
Optionee shall submit an executed copy of the Assignment of Lessee's
Interest in Lease for Security Purposes, in a form satisfactory to the
District for consent by resolution adopted by the Board; or, in lieu




thereof, Optionee may provide loan documentation and related
information required by and satisfactory to the District for consent to
the lender and the loan amount by resolution adopted by the Board. In
either event, Optionee shall pay to District a Five Hundred Dollar {$500}
processing fee. If Optionee fails to timely provide evidence of sufficient
cash on-hand to build the Project or financing to build the Project, then
District may terminate this Agreement.

Development Permits: By no later than (date 32 months from
commencement) or twenty six (26} months after either (a) the expiration
of the uncontested appeal period for the CDP issued by the District, or {b)
issuance of the CDP by the CCC, whichever occurs latest, Optionee shall
obtain, at its sole cost and expense, all required construction and
development permits in connection with the Project, and deliver to District
copies thereof. Said permits shall include, but are not limited to, the
building permits issued by the City of San Diego (“City”), and the Coastal
Development permit, which shall be issued by the District in its sole and
absolute discretion. Optionee will submit to District a copy of all
documents delivered to the City in connection with obtaining such
permits.

Performance Bond: By no later than {(date 32 months from
commencement) or twenty six (26} months after either (a) the expiration
of the uncontested appeal period for the CDP issued by the District, or (b}
issuance of the CDP by the CCC, whichever occurs latest , Optionee shall
provide to District a performance bond {in accordance with the
. requirements of Paragraph 16 of the Lease) guaranteeing that construction
will be timely completed in accordance with the requirements of
Paragraph 5 of the Lease.

Construction Contract: By no later than (date 32 months from
commencement) or twenty six {26} months after either (a} the expiration
of the uncontested appeal period for the CDP issued by the District, or {b)
issuance of the CDP by the CCC, whichever occurs latest, Optionee shall
submit an executed construction contract or contracts with competent
and financially-responsible contractors for construction in accordance with
the working drawings approved by District. N

Equal Employment Opportunity and Nondiscrimination Program: By no
later than (date 32 months from commencement} or twenty six (26)
months after either (a) the expiration of the uncontested appeal period for
the CDP issued by the District, or {b) issuance of the CDP by the CCC,
whichever occurs latest, Optionee shall submit a written Equal
Employment Opportunity and Nondiscrimination Program in accordance
with Paragraph 19 of the Lease.




EXERCISE OF OPTION: If at ény time before the expiration of the Term or earlier
termination of this Agreement, all of the conditions precedent to the exercise of
the Option set forth in this Agreement have been satisfied by the dates specified
herein (as the same may be extended as permitted herein}, Optionee may
exercise the Option by delivering to the District written notice of its election to
do so. Promptly after receipt of such notice, District shall prepare an execution
version of the Lease, based on the attached Exhibit No. “1"” or such revised
version of Exhibit No. “1” that has been approved by both the District and
Optionee (which preparation shall include inserting the information in the blanks
such as the Commencement Date, Termination Date, dates of the Rental Periods,
the Cost of Living Rent Adjustment dates, etc.}.

Promptly upon such preparation and delivery, Optionee and the Executive
Director of the District {or authorized representative) shall promptly thereafter
execute the Lease in duplicate. The Executive Director, in his or her sole and
absolute discretion, may arrange for the delivery of the Lease executed by the
District through an escrow holder. Optionee shall pay all costs of the escrow.
Concurrently with the execution of the Lease in accordance with this
paragraph, the District shall enter into a termination of the current lease
between the District and Sunroad Marina Partners, L.P that covers substantially
the same property as the Premises under this Option, and which termination
shall be effective as of the Commencement Date of the Lease.

INDEMNITY: Optionee shall, and hereby does, indemnify, protect, defend and
hold the District including, but not limited to, its commissioners, managers,
officers, directors, employees, representatives, administrators, and attorneys,
and the respective successors and assigns of each of the foregoing and the
Premises free and harmless from and against any and all claims, actions, causes
of action, lawsuits, proceedings, losses, costs, expenses (including, without
limitation, attorneys’ fees and costs), liabilities, damages and liens of any type or
nature arising out of any act or omission of Optionee or any of the Optionee’s
representatives in connection with Optionee’s performance of its duties and
obligations under this Agreement, including, without limitation, any activities of
Optionee or Optionee’s representatives on or about the Premises, prior to the
Optionee’s exercise of the Option under this Agreement and commencement of
the Lease. The foregoing obligations of Optionee under this Paragraph 7 shall
not include, and Optionee shall have no obligation to the District for, any loss,
liability, costs or expenses to the extent directly arising from or directly related to
the District’s sole negligence or willful misconduct. The foregoing obligations of
Optionee under this Paragraph 7 shall survive the Optionee’s exercise of the
Option or any termination of this Agreement.

The District will promptly notify Optionee of any claim, action, causes of action,
lawsuit, or proceeding subject to this Paragraph 7. Optionee shall have input to



10.

litigation-related decisions, including, but not limited to, settlement or other
disposition of the matter. Optionee shall not be required to pay or perform any
settlement if such settlement is not approved by the District,

LEASE COMMENCEMENT: It is undersiood and agreed that the commencement
date of the term of the Lease shall be the first day of the month following the
month in which the Lease is delivered by District to Optionee pursuant to
Paragraph 6 above. On said date, possession of the Premises shall be delivered
by District to Optionee. Notwithstanding the foregoing, if Optionee requests and
the District and Optionee mutually agree in writing, the Lease shall commence on
the first day of the month in which the Lease is delivered by District to Optionee
pursuant to Paragraph 6 above.

RESTRICTIONS ON AGREEMENT TRANSFERS: Optionee acknowledges that
District would not enter into this Agreement except in reliance on Optionee's
expertise, reputation, prior experience in developing, constructing, and operating
commercial real property projects, and District’'s knowledge of Optionee.
Therefore, any purported transfer or assignment of this Agreement or any rights
or duties hereunder, whether by operation of law or otherwise, without the prior
written consent of District will be void and shall absolutely and conclusively
terminate Optionee's rights hereunder; and, further, any assignment or transfer
of any controlling partnership, corporate or other interest in Optionee or in any
partner or member of Optionee, or change in form of controlling ownership of
Optionee {(whether Opticnee is a corporation, partnership, limited liability
company, or other form of business entity) made without District’s prior written
consent (which will not be unreasonably withheld) will be void and shall
absolutely and conclusively terminate Optionee's rights hereunder. If,
nevertheless, the District consents or is deemed or required by law to consent to
a transfer or assignment of this Agreement, then as a condition precedent to
such consent and as additional non-refundable consideration for the granting of
the option, Optionee shall pay to the District an amount equal to the excess, if
any, of the net consideration received by Optionee as a result of such transfer or
assignment over the sum of the costs and expenses paid or incurred by Optionee
prior to said transfer or assignment in performing its obligations and satisfying
the conditions precedent under this Agreement. The District shall have the right
to examine and audit Optionee's books, records, financial statements and
documentation for the purposes of determining the accuracy of such costs and
expenses. If the audit discloses a discrepancy of more than five percent {5%)
between the costs and expenses as reported by Optionee and the costs and
expenses as determined by the audit, the Optionee shall pay the cost of the
audit.

NOTICES: Notices given or to be given by District or Optionee to the other may
be personally served upon District or Optionee or any person hereafter authorized
by either in writing to receive such notice or may be served by certified letter

10



11.

12.

13.

addressed to the appropriate address hereinafter set forth or to such other
address as District and Optionee may hereafter designate by written notice,
provided however, if served by certified mail, service will be considered
completed and binding forty-eight {48) hours after deposit in the U.S. Mail, and
if served by personal delivery, service will be considered completed and
binding on the party served on the day of actual or attempted delivery. All
notices and payments shall be made as follows:

a. All notices to Optionee shall be given or sent by certified mail to:

Sunroad Marina Partners, LP.
Attention: Uri Feldman, Vice President
4445 Eastgate Mall, Suite 400

San Diego, CA 92121

b. All notices and payments to the District shall be given or sent by certified
mail to:

Director

Real Estate Department

San Diego Unified Port District
31865 Pacific Highway

F. O. Box 120488

San Diego, CA 92112-0488

c. Any party may designate a different address by giving written notice as
set forth in this paragraph.

TIME IS OF THE ESSENCE: Time is of the essence of all the express conditions
contained herein, and failure of Optionee to so perform within the time limits
stated shall automatically terminate Optionee's rights hereunder.

PREMISES "AS IS, WITH ALL FAULTS": Optionee understands and agrees that
the Premises will be leased in an "as is, with all faults” condition and that
improvements, grading, filling, removal of existing improvements, shoreline
protection (if applicable) and relocation ‘of utility lines shall be made and
performed by Opticnee at the sole cost and expense of Optionee.

TERMINATION OF OPTION: In the event that Optionee fails to fulfill and comply
with any of the above conditions within the time fimits provided, then the District
shall have the right, in its sole and absolute discretion, to immediately terminate
this Option at any time thereafter upon written notice of such termination to
Optionee. In the event Optionee fails to exercise the Option, or in the event the
Option term expires without having been duly exercised, the Option shall
automatically expire and terminate without notice to Optionee and all rights of

11
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Optionee arising out of the Option shall immediately cease. Optionee agrees to
execute, acknowledge, and deliver to the District within thirty {30) days after
written request, a Quitclaim Deed or other recordable document required by a
title insurance company selected by the District to remove any cloud of the
Option from the Premises if Optionee has failed or defaulted in the exercise of
the Option, or defaults after the exercise of the Option, or in the event the
Option term expires without having been duly exercised, provided, however, that
the Quitclaim Deed will in no way prevent the existing underlying lease from
continuing in full effect and further provided that, notwithstanding anything to
the contrary in this Agreement, Optionee may, at its election in its sole and
absolute discretion, at any time, terminate this Agreement and the Option, in
which event neither party shall have any further rights or obligations hereunder.
In addition, Optionee shall deliver promptly to the District all documents and
materials, if any, relating to the Premises previously delivered by the District to
Optionee, together with any tests, inspections, studies, surveys and reports
(including engineering, soils, geology, environmental, grading, street and storm
drain, sewer, water, landscape, and feasibility studies or reports) performed by
Optionee or provided to Optionee with respect to the Premises, without any
representations or warranties as to their accuracy.

FORCE MAJEURE: Notwithstanding anything to the contrary in this Agreement,
the dates for completion of the conditions in Paragraph b above and elsewhere
herein and the Term of this Agreement will be extended as follows:

a. one day for each day a condition is not satisfied due to a delay caused by
the following events, if it causes a delay in the development of the Project
or in Optionee’s ability to perform its obligations hereunder, despite
Optionee’s diligent and commercially-reasonable best efforts to proceed
with such development: riots; natural disasters and other acts of God,
inciuding, without limitation, fires, earthquakes, floods and hurricanes;
labor strikes; delays caused by governmental agencies (i.e., delay caused
by the California Coastal Comission taking more than ninety {90) days in
approving the Port Master Plan Amendments or an approval of an
appealed Coastal Development Permit from the date of the Port’s approval
of such, delays that are caused by a governmental agency when it takes
more than ninety [90] days to make a decision commencing from the time
Optionee is notified by the governmental agency that all materials required
by the governmental agency have heen submitted, or, if such
governmental agency does not provide notice that all materials required
have been submitted, then commencing from the time all materials
required by the governmental agency have been submitted); acts of
terrorism; and war (“Force Majeure Event”). Under no circumstances will
Optionee’s failure to obtain financing for the Project be considered a Force
Majeure Event, including, without limitation, failure to obtain financing due
to economic or other conditions beyond Optionee’s control.
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15.

16.

17.

b. one day for each day that the District is late in providing its approval or
disapproval of items that Optionee submits to District within the time
specified for review and approval.

C. one day for each day that a delay is caused by litigation by a third party
not affiliated with or under the direction of Optionee which prevents the
District from approving the Coastal Development Permit, or results in a
court order prohibiting or otherwise restraining Optionee from
proceeding with the Project.

If two or more of the events described above in (a), (b} and/or (c) are occurring
concurrently, the extensions shall be calculated as running concurrentlty and not
as being cumulative. The combined total of all force majeure extensions
pursuant to {a}, (b} and/or {c) above shall not exceed three hundred sixty five
(365) days.

THIRD PARTIES: Nothing in this Agreement, whether expressed or implied, is
intended to confer any rights or remedies under or by reason of this Agreement
on any persons other than Optionee and the District and their respective
permitted successors and assigns. Nor is anything in this Agreement intended to
relieve or discharge the obligation or liability of any third persons to any party to
this Agreement.

ATTORNEY'S FEES: In the event of any dispute between the parties hereto
involving the covenants or conditions contained in this Agreement or arising out
of the subject matter of this Agreement, the prevailing party shall be entitled to
recover reasonable expenses, including (without limitation) attorneys' fees
(including for work performed by in-house attorneys} and costs.

WAIVER OF CLAIMS AND LIMITATION OF REMEDIES: Optionee acknowledges
and agrees that Optionee’s right and ability to exercise the Option, execute the
Lease, and develop the Project is subject to various consents and approvals,
including, without limitation, environmental review under CEQA and other
consents and approvals as set forth in Paragraph b above. Optionee accepts the
risk that District or the CCC may withhold those consents and approvals in their
sole discretion. District will have no liability and Optionee will have no claim,
cause of action, or right of compensation against District if Optionee does not
obtain, for any reason whatsoever, any or all of the consents and approvals
necessary to exercise the Option or construct the Project that Optionee proposes
to develop on the Premises. Optionee will have no claim or cause of action in
equity {including, without limitation, any action seeking specific performance,
injunctive relief, mandamus or other extraordinary writ), or right of compensation
for consequential damages against District, and Optionee hereby waives its right
to seek to recover such equitable remedies and consequential damages. In any
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18.

19.

20.

21,

22,

23.

24.

suit or action against District arising from the terms of this Agreement or in
connection with the development of the Project, Optionee will be entitled to seek
to recover its legal damages only, and hereby agrees that such legal damages will
be limited to Optionee’s out of pocket costs and expenses in furtherance of the
development of the Project. In addition, Optionee and District agree that neither
party will bring any action, claim, or cause of action against the other for any
costs, damages, expenses, obligations, or liabilities for any acts or failure to act
by either party arising from or relating to any negotiations, discussions, or actions
in connection with the development of the Project, or negotiation, execution, or
termination of this Agreement.

DISTRICT CONSENT/APPROVAL: Wherever in this Agreement the consent or
approval of the District, the Board, the Executive Director of the District or any of
their designees is required, such consent or approval may be given or denied in
the sole and absolute discretion of the District, the Board, the Executive Director
of the District or any of their designees, as appropriate. In addition, unless
otherwise stated, any approvals or consents to be given by the Board and the
Executive Director of the District shall be given or denied within sixty (60) days
and twenty (20) days, respectively.

COMPUTATION OF TIME PERIODS: If any date or time period specified in this
Agreement is or ends on a Saturday, Sunday or federal, state or legal holiday,
such date will automatically be extended until 5:00 p.m., Pacific Time, of the
next day which is not a Saturday, Sunday or federal, state or legal holiday.

AMENDWNENT TO THIS AGREEMENT: The terms of this Agreement may not be
madified or amended except by an instrument in writing executed by each of the

. parties.

NO WAIVER: The waiver or failure to enforce any provision of this Agreement
will not operate as a waiver of such party’s right to enforce future breaches of
any such provision or any other provision of this Agreement.

APPLICABLE LAW: This Agreement will be governed by and construed and
enforced in accordance with the laws of the State of California.

ENTIRE AGREEMENT: This Agreement supersedes all prior agreements,
negotiations, and communications, oral or written, and contains the entire
agreement between District and Optionee as to the subject matter hereof.

PARTIAL INVALIDITY: If any portion of this Agreement is declared by any court
of competent jurisdiction to be invalid, illegal or unenforceable, that portion will
be deemed severed from this Agreement and the remaining parts of this
Agreement will remain in full force as fully as though the invalid, illegal or
unenforceable portion had never been part of this Agreement.

14



25. CAPTIONS: All captions to, or headings of, the paragraphs or sub-paragraphs of
this Agreement are solely for the convenience of the parties, are not a part of
this Agreement and will not be used for the interpretation or determination of the
validity of this Agreement or any provision hereof.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day

and the year first above written,

Port Attorney SAN DIEGO UNIFIED PORT DISTRICT

By: By:

Karen Weymann
Director, Real Estate

SUNROAD MARINA PARTNERS, LP
a California partnership

By:

Signature

PRINT NAME:

PRINT TITLE:

SDUPD Docs No. 472047
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AGENDA ITEM 22

SAN DIEGO UNIFIED PORT DISTRICT

DATE: June 14, 2011

SUBJECT: PRESENTATION TO RECIPIENTS OF SCHOOL YEAR 2011/2012
PORT WITH NO BORDERS SCHOLARSHIPS

EXECUTIVE SUMMARY:

At the May 10, 2011, Board of Port Commissioners meeting, the Board approved the
Port Scholarship Advisory Committee’s recommendation to award two college
scholarships totaling $3,000 from the Port With No Borders Scholarship Fund. College
scholarships are available to Port of San Diego employees and their children and Port
tenant and subtenant employees and their children.

RECOMMENDATION:

Present the 2011/2012 recipients with Port With No Borders scholarships.

FISCAL IMPACT:

This agenda item has no fiscal impact.

COMPASS STRATEGIC GOALS: ' ‘ A :

The Port With No Borders Scholarship Fund is a partnership of the Port and the San
Diego Port Tenants Association that supports worthy students who are pursuing studies
related to careers in the tourism industry, maritime, trade, environmental policy and
public administration.

This agenda item supports the following Strategic Goal(s).

Promote the Port’'s maritime industries to stimulate regional economic vitality.
Enhance and sustain a dynamic and diverse waterfront.

Protect and improve the environmental conditions of San Diego Bay and the
Tidelands.

Ensure a safe and secure environment for people, property and cargo.

Develop and maintain a high level of public understanding that builds confidence
and trust in the Port.

Develop a high-performing organization through alignment of people, process and
systems.

Strengthen the Port's financial performance.

Not applicable.
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DISCUSSION:

The Port With No Borders Scholarship Fund was established in 2001 under the
leadership of Commissioner Emeritus Frank Urtasun. The San Diego Foundation
administers the fund, reviews applications, selects the applicants who meet established
criteria and forwards the applications to the Port Scholarship Advisory Committee for
review.

The Committee members are:

Commissioner Scholarship Committee Chairman Lou Smith
Commissioner Dan Malcolm

Bob Levine, Best Western Island Palms Hotel & Marina
Sophie Silvestri, San Diego Port Tenants Association

Ray Ashley, Maritime Museum

Mac McLaughlin, Midway Museum

The San Diego Foundation forwarded three applications to the Port Scholarship
Advisory Committee. The Committee met on April 4, 2011, and recornmended two
students for scholarships. They are: A

Name College GPA Affiliation Amount
April G. California Institute 3.83 Daughter of port
Amezquita of the Arts ] employee $2 000
Thomas B. University of 312 Son of port
Sears Southern California ' tenant $1,000

April Amezquita will graduate in June from Scripps Ranch High School where she has
excelled academically and pursued her passion for art. Her father, Robert, works at the
Port of San Diego as an architect in the Real Estate Department. April plans to attend
the California Institute of the Arts and pursue her interest in animation. Once she earns
her art degree, April wrote that she could benefit the Port by being involved in public art
projects, such as creating beautiful sculptures for the bay front, or as a graphic
designer. In addition to her academic accomplishments, April participates in a number
of school clubs, designs t-shirts and is a peer tutor. She’s part of the Key Club, the
Literary Magazine Club, the Be Green Club and the Art Club. Her former English
teacher, Brady P. Kelso, describes April as an amazing artist and a powerful reader and
writer. He writes, “| have watched her grow into one of our school’s top scholars, and |
am certain that she’s going to be highly successful at the university level.”

Thomas Sears is currently a student at the University of Southern California studying
architecture. Thomas’s father, Troy Sears, works with the Dennis Conner America's
Cup Experience, a sub-tenant of the Port of San Diego. Thomas is in his second
semester of architecture school and is developing an affinity for waterfront design. He
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credits this to his upbringing in San Diego and his relationship with the water. Along with
his educational studies, Thomas is involved with the USC Architectural Mentorship
Program, is a member of the Sigma Nu Fraternity and is a member and tutor for the
National Honor Society. He has managed to find a course of study that combines his
strengths in math and science with his artistic talents. He chose architecture because
he was “attracted to the amount of creative potential architecture allows.” He also said
that architecture would afford him the ability “to learn endless things to create the best
design for a project.” Foliowing his graduation from college, Thomas hopes to find work
as an architect so that he can make a career out of his passion for designing and
building.

Port Attorney’s Comments:

There are no legal issues presented for this agenda item.
Environmental Review:

Not applicable.

. Equal Opportunity Program:

. Not applicable.

PREPARED BY: Ronald W. Poweli
' Director, Corporate Communications
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SAN DIEGO UNIFIED PORT DISTRICT

DATE: June 14, 2011

SUBJECT: PRESENTATION OF PROCLAMATION TO CAPTAIN THOMAS H.
FARRIS, U.S. COASTGUARD, TO HONOR AND ACKNOWLEDGE HIS
POSITIVE CONTRIBUTIONS TO THE PORT OF SAN DIEGO
REGIONAL COMMUNITY, AS THE CAPTAIN OF THE PORT

Board Action No Longer Required. Proclamation will be presented during the
President’'s Report.
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SAN DIEGO UNIFIED PORT DISTRICT

DATE: June 14, 2011

SUBJECT: PRESENTATION UPDATE ON THE FUTURE SAN DIEGO
CONVENTION CENTER HOTEL AND PHASE Il EXPANSION
PROJECT

THE BOARD WILL CONSIDER STAFF'S REQUEST TO CONTINUE THIS ITEM TO A
FUTURE BOARD MEETING, TO ALLOW ADDITIONAL TIME FOR FURTHER STAFF
ANALYSIS.
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SAN DIEGO UNIFIED PORT DISTRICT

DATE: June 14, 2011

SUBJECT: GOVERNMENT & COMMUNITY RELATIONS UPDATE & DIRECTION
TO STAFF

EXECUTIVE SUMMARY:

Government and Community Relations Department (GCR) staff will provide an
informational presentation on our ongoing government and community relations
programs and an update on Senate Bill (SB) 623, the bili introduced by Senator
Christine Kehoe and co-sponsored by the District to ban copper in marine antifouling
paint.

RECOMMENDATION:

Receive staff's presentation and provide further direction to staff.

FISCAL IMPACT:

This staff presentation does not have a fiscal impact.

COMPASS STRATEGIC GOALS:

This agenda item supports the following Strategic Goal(s).

Promote the Port's maritime industries to stimulate regional economic vitality.
Enhance and sustain a dynamic and diverse waterfront.

Protect and improve the environmental conditions of San Diego Bay and the
Tidelands.

Ensure a safe and secure environment for people, property and cargo.

Develop and maintain a high level of public understanding that builds confidence
and trust in the Port.

Develop a high-performing organization through alignment of people, process and
systems.

Strengthen the Port's financial performance.

Not applicable.
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DISCUSSION:

Relationship Building

GCR staff continues to reach out to a variety of interest groups, stakeholders, and
agencies, to build relationships, identify potential areas of collaboration and expand the
Port's regional role in the community. Public speaking engagements last month
included the San Diego Yacht Club Commodore Luncheon, the North Embarcadero
Port Master Plan Amendment Citizens Advisory Committee Tour and the Maritime
Alliance “Greening of the Navy and Ports” event. Along with staff efforts at the local
level, trips to Sacramento and Washington D.C. were made this month to advocate on
the Port's behalf at the state and federal level.

State Legislative Update

Since authorization by the Board of Port Commissioners to co-sponsor SB 623
(Kehoe), District staff has been working with Senator Kehoe's office, San Diego
Coastkeeper, Port Tenants Association, and our Sacramento legislative consultants to
ensure the bill represents an appropriate balance between the economy and the
environment. On May 2" District staff traveled with Chairman Scott Peters to
Sacramento to testify at the Senate Environmental Quality Policy Committee. The
committee passed SB 623 with a 5-1 vote. SB 623 subseqguently was heard at the
Senate Appropriations Committee on May 16" and is expected to be heard on the
Senate Floor the week of May 30™.

A variety of stakeholders have proposed modifications to the language of the bill. In an
effort to bring all parties to the table, a stakeholder forum was hosted on May 19" in
Sacramento by staff from Senator Kehoe's office, San Diego Coastkeeper, and the
District. The purpose of the forum was to provide an opportunity for all stakeholders to
communicate their thoughts on the current language, make suggestions, and develop
amended language for the bill. Participants at this meeting included representatives
from the Port Tenants Association, paint manufacturers, recreational boaters, marina
associations, professional divers, the San Diego Superyacht Association, environmental
groups, the Department of Boating and Waterways, the State Water Resources Control
Board, the Department of Pesticide Regulation, and the Department of Toxic Substance
Control. Staff will provide an update on the outcome of the stakeholder comments, the
amendments to SB 623, and the process moving forward.

Port Attorney’s Comments:
The Port Attorney’s Office has reviewed the issues raised in this presentation and found

no fegal concerns. This is a presentation only and no action may be taken by the
Board.
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Environmental Review:

This presentation to the Board does not constitute a “project” under the definition set
forth in the California Environmental Quality Act and is therefore is not subject to
environmental review.

Equal Opportunity Program:

Not applicable.

PREPARED BY: Michelle White
: Environmental Policy Manager,
Government and Community Relations
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SAN DIEGO UNIFIED PORT DISTRICT

DATE: June 14, 2011

SUBJECT: RESOLUTION AUTHORIZING MEMORANDUM OF UNDERSTANDING
BETWEEN SAN DIEGO UNIFIED PORT DISTRICT; CITY OF SAN
DIEGO; AND CITY OF IMPERIAL BEACH TO EXPLORE USES FOR
POND 20

THE BOARD WILL CONSIDER STAFF’'S REQUEST TO CONTINUE THIS ITEM TO A
FUTURE BOARD MEETING, TO ALLOW ADDITIONAL TIME FOR FURTHER STAFF
ANALYSIS.
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SAN DIEGO UNIFIED PORT DISTRICT

DATE: June 14, 2011

SUBJECT: ORDINANCE ADOPTING UPD CODE SECTION 414 FOR
REGULATION OF IN-WATER HULL CLEANING

THE BOARD WILL CONSIDER STAFF'S REQUEST TO CONTINUE THIS ITEM TO A
FUTURE BOARD MEETING, TO ALLOW ADDITIONAL TIME FOR FURTHER STAFF
ANALYSIS.
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