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TRIPLE NET
GOVERNMENT
PROPERTY LEASE EXCISE TAX

THIS LEASE (“Lease”) is entered into as of the day of
2017 (the “Effective Date”), by and between RIO NUEVO MULTIPURPOSE
FACILITIES DISTRICT, a special taxing district of the State of Arizona, having its
office at 400 West Congress, Suite 152, Tucson, AZ 85701 (hereinafter “Landlord™), and
S NORTH FIFTH HOTEL, LLC, an Arizona limited liability company, having its
office at 2140 West Moore Road, Tucson, AZ 85755 (hereinafter “Tenant™), Capitalized
terms used in this Lease shall have the meanings ascribed to them parenthetically or in
Section 2.1 of this Lease.

RECITALS:

A. Landlord is a special taxing district of the State of Arizona (the “State™)
that was formed by the City of Tucson, Arizona (the “City”) and the City of South
Tucson, Arizona under the Stadium District Statutes pursuant to A.R.S. §48-4201 et seq.

B. Landlord will own the real property more particularly described in Exhibit
A-1 attached hereto (the “Garage™), and, on the conditions described in Section 1.2,
below, will own the real property more particularly described on Exhibit A-2 attached
hereto (“Remaining Land”). Tenant has constructed on the Garage a parking garage and
relating parking facilities and improvements to service the Remaining Land; Tenant has
further constructed, or renovated, improvements on the Remaining Land, consisting of a
hotel, along with retail and commercial facilities. The Garage and, only from and
following Landlord’s acquisition of title thereto, the Remaining Land, along with all
improvements thereon, constitute the “Premises.” After acquisition of the Land from
Tenant, the Premises will be “Government Property Improvements” under A.R.S. §42-
6201(2), under which Landlord is a “Government Lessor” pursuant to A.R.S. §42-
6201(1), and Tenant is a “Prime Lessee” pursuant to A.R.S. §42-6201(4).

C. The Premises are located within the special taxing district limits of
Landlord and in a single central business district in a redevelopment area established
pursuant to Title 36, Chapter 12, Article 3 of Arizona Revised Statutes (A.R.S. §§36-1471
et seq.) (the “CBD”), and Landlord receives a portion of state-shared funds derived from
transaction privilege taxes (frequently called TIF funds) collected from within the CBD
(“TIF Receipts”). More than one year has elapsed from the City’s designation of the
CBD, and Landlord has determined (based on an analysis and estimate of an independent
third party) that (i) Tenant’s construction and renovation of, and improvements to, the
Premises (collectively, “Construction”) will result in an increase in property value of at
least one hundred percent, and (ii) within the term of this Lease, the economic and fiscal
benefit to the State and the Landlord will exceed the benefits received by Tenant under
the Lease.

D. The Premises will be subject to the Government Property Lease Excise
Tax as provided for under A.R.S. §42-6202 (A) and (B) (the “GPLET™).
09/25/17
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E. This Lease is subject and subordinate to (i) the terms of that certain
Promissory Note payable to Grandpoint Bank, a California corporation doing business in
Arizona as the Bank of Tucson (“Grandpoint™), and Construction Deed of Trust, Security
Agreement, Assignment of Leases and Rents and Fixture Filing, recorded at Sequence
No. 2015-3510440, records of Pima County, Arizona, in which Tenant is the Trustor and
Grandpoint is the beneficiary (“Senior DOT”), (ii) the terms of that certain Deed of Trust,
Security Agreement, Assignment of Leases and Rents and Fixture Filing, recorded at
Sequence No. 2015-3510441, records of Pima County, Arizona, in which Tenant is the
Trustor and Grandpoint is the beneficiary (“Senior Adjacent DOT”) and (iii) the terms of
that certain Promissory Note payable to the City of Tucson, an Arizona municipal
corporation (“City”), and Deed of Trust, Security Agreement, Assignment of Leases and
Rents and Fixture Filing recorded at Sequence No. 2016-1460596, records of Pima
County, Arizona, in which Tenant is the Trustor and City is the beneficiary (“City DOT”)
(the “Senior DOT,” the “Senior Adjacent DOT” and the “City DOT” will be referred to
as the “Existing Deeds of Trust™), securing a construction and permanent loan.

F. It is acknowledged and agreed that the rights of and as between
Grandpoint and City are more particularly set forth and controlled by that certain
Intercreditor Agreement entered into by and among Grandpoint as senior lender, City as
subordinated lender, and Tenant as borrower, as recorded at Sequence No. 2015-3510444,
records of Pima County, Arizona (the “Intercreditor Agreement”). Grandpoint and its
successors and assigns, including but not limited to any successor beneficiary under the
Senior DOT or under the Senior Adjacent DOT, or at such time (if any) that the Senior
DOT and Senior Adjacent DOT have been satisfied or released of record, the holder of
the most senior encumbrance on the Premises (taking into account any subordination or
inter-creditor agreements, including those set forth in Section 8.17 of that loan agreement
dated May 25, 2016, between Tenant and the City), are sometimes referred to in this
Lease as “Senior Lender.”

ARTICLE 1
LEASE OF THE PREMISES

§ 1.1. Premises. Landlord hereby leases to Tenant and Tenant hereby leases
from Landlord, upon and in consideration of the terms and conditions contained herein,
the surface, subsurface and air rights on, under, above and appurtenant to the Premises.
The Premises are subject to, and further described by, the following:

A. Other covenants, restrictions, easements, agreements, and reservations of
record, if any.

B. Present and future building restrictions and regulations, zoning laws,
ordinances, resolutions and regulations of the municipality in which the Land lies and all
present and future ordinances, laws, regulations and orders of all boards, bureaus,
commissions, and bodies of any municipal, county, state, or federal authority, now or
hereafter having jurisdiction over the Land.
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C. The condition and state of repair of the Premises as the same may be on
the Commencement Date.

§ 1.2. Term. The term of this Lease (“Rental Period™) shall commence, with
respect to the Garage, on the Effective Date (“Commencement Date™) and, subject to
Tenant’s Reconveyance Right and Termination Right, shall expire at 12:00 midnight on
the last day of the Rental Period (“Termination Date”), unless this Lease is sooner
terminated as hereinafter provided. Landlord and Tenant agree that this Lease shall
include the Remaining Land, without further act by either party, upon (i) acquisition of
title by Tenant to the Remaining Land, and (ii) conveyance of title to the Remaining Land
from Tenant to Landlord by special warranty deed; such lease of the Remaining Land
(along with the Garage) shall expire on the Termination Date, unless this Lease is sooner
terminated as hereinafter provided.

§ 1.3. Tenant’s Termination Right. Notwithstanding any provision of this
Lease to the contrary, but subject to the provisions of Section 17.7, Tenant may terminate
this Lease at any time upon not less than sixty (60) days’ written notice to Landlord.

§ 1.4. Deeds of Trust Encumbering Premises.

A. The Parties acknowledge and agree that as long as the Landlord holds fee
title to the Premises, the Existing Deeds of Trust shall be converted to encumber only the
Tenant’s leasehold interest in the Premises (instead of fee title), but that upon the
expiration or termination of this Lease and reversion of fee title to the Premises to
Tenant, the Existing Deeds of Trust will again encumber fee title to the Premises. All
protections and notices required by this Lease to be given to Tenant shall be extended and
given to any secured lender, including, without limitation, Senior Lender and City under
the Existing Deeds of Trust.

B. No liability for the performance of Tenant's covenants and agreements
hereunder shall attach to or be imposed upon any secured lender, unless such secured
lender forecloses its interest and becomes the Tenant hereunder, following which the
liability shall attach only during the term of ownership of the leasehold estate by said
secured lender.

ARTICLE 2
DEFINITIONS

§ 2.1. Definitions. For the purposes of this Lease, the following words shall
have the definition and meaning hereafter set forth.

“Affiliate”: As applied to any person, means any person directly or indirectly
controlling, controlled by, or under common control with, that person or a blood relative
or spouse of such person, if such person is a natural person. For the purposes of this
definition, (i) “control” (including with correlative meaning, the terms “controlling,”
“controlled by” and “under common control”), as applied to any person, means the
possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of that person, whether through the ownership of voting
09/25/17
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securities, by contract or otherwise, and (ii) “person” means and includes natural persons,
corporations, limited partnerships, general partnerships, joint stock companies, joint
ventures, associations, limited liability companies, limited liability partnerships, trusts,
land trusts, business trusts or other organizations, whether or not legal entities.

“Additional Payments”: As defined in § 4.1.

“Applicable Laws”: The federal, state, county and local laws (statutory and
common law), and the ordinances, rules, regulations, permit requirements, and other
requirements and official policies of the City which apply to the Premises.

“Board”: The Board of Directors of Landlord.

“CBD”: As defined in Recital C.

“Certificate of Occupancy”: As defined in § 9.2.

“Commencement Date™: As defined in § 1.2.

“Effective Date”™: The date on which this Lease is fully executed by all parties
hereto, as indicated by the latest date on the signature pages of this Lease; provided that,
as the context may require, the “Effective Date”, as to the Remaining Land, shall be that
date on which Tenant conveys title to the Remaining Land to Landlord.

“Enforced Delays™: As defined in § 26.1.

“Event of Default”: As defined in § 17.1.

“Impositions™: As defined in § 4.1.

“Improvements™: All buildings and improvements located from time to time on
the Land.

“Land”: As defined in Recital B and is described on Exhibit A-1, and
automatically shall be modified to include the Remaining Land described on Exhibit A-2
upon Landlord’s acquisition of title thereto.

“Landlord”: The Landlord named herein and its successors and assigns.

“Monetary Default”: As defined in § 17.1 (A).

“Net Rent™: As defined in § 3.1 (A).

“Option Period”: As defined in §28.2.

“Premises”: As defined in Recital B.

“Reconveyance Right”: As defined in §28.1.
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“Rental Period”: The period beginning on the Commencement Date and ending
25 years from the Effective Date, subject to the Termination Right, and the Reconveyance
Right in accordance with Article 28.

“Second Notice”: As defined in § 17.2.
“Tenant”: The Tenant named herein and its successors and assigns.
“Termination Right”: As defined in § 1.3.

ARTICLE 3
RENT

§ 3.1. Net Rent.

A. Base and Adjustments. Tenant covenants to pay to Landlord as rental for
the Premises the sum of $10.00 per year on the Commencement Date and every
anniversary thereof (“Net Rent”). Tenant shall have the right to prepay the $250.00 total
Net Rent for the entire term of this Lease. The consideration for this Lease includes,
without limitation: Tenant’s payment of the entire cost of construction of the
improvements constituting the Premises, Tenant’s performance of all of the covenants
and obligations under this Lease and Tenant’s contribution toward fulfillment of
Landlord’s policy and desire to promote development within a redevelopment area, to
encourage the creation of jobs within the City, and to enhance tax revenues resulting
from the operation of businesses on the Premises, including transaction privilege taxes
and the government property lease excise tax. Tenant, at its option and without prejudice
to its right to terminate this Lease as provided herein, may prepay the rental for the entire
lease term, but upon any early termination of this Lease, Landlord shall not be obligated
to refund any portion of the prepaid rental.

B. [Omitted].

§ 3.2. Rent Absolutely Net. It is the purpose and intent of the Landlord and
Tenant that Net Rent payable hereunder shall be absolutely net to Landlord so that this
Lease shall yield to Landlord the Net Rent herein specified, free of any charges,
assessments, Impositions, or deductions of any kind charged, assessed, or imposed on or
against the Premises and without abatement, deduction or set-off by the Tenant, except as
hereinafter otherwise specifically provided in this Lease. Landlord shall not be expected
or required to pay any such charge, assessment or Imposition or to be under any
obligation or liability hereunder except as herein expressly set forth. All costs expenses,
and obligations of any kind relating to the maintenance and operation of the Premises,
including all construction, alterations, repairs, reconstruction, and replacements as
hereinafter provided, which may arise or become due during the Rental Period shall be
paid by Tenant. Landlord shall be indemnified and held harmless by Tenant from and
against all of the foregoing costs, expenses, and obligations.
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§ 3.3. No Release of Obligations. Except for either a mutual release and
waiver of rights and liabilities arising under this Lease or, to the extent expressly
provided in this Lease, no happening, event, occurrence, or situation during the Rental
Period, whether foreseen or unforeseen, and however extraordinary (including, without
limitation, Tenant’s failure, refusal, or inability for any reason to occupy the
Improvements) shall relieve Tenant of its liability to pay the Net Rent and Additional
Payments and other charges under this Lease, nor shall it relieve Tenant of any of its
other obligations under this Lease.

ARTICLE 4
ADDITIONAL PAYMENTS

§ 4.1. “Additional Payments” Defined. Tenant shall pay all Additional
Payments during the Rental Period, without notice (except as specifically provided
herein) and without abatement, deduction or setoff (except as provided in § 4.3), before
any fine, penalty, interest, or cost may be added thereto, or become due or be imposed by
operation of law for the nonpayment thereof. “Additional Payments” include all sums,
impositions, costs, expenses and other payments and all taxes, including personal
property taxes and taxes on rents, leases or occupancy, if any, and government property
improvement lease excise tax (“GPLET”), assessments, special assessments, enhanced
municipal services district assessments, water and sewer rents, rates and charges, charges
for public utilities, excises, levies, licenses, and permit fees, insurance, any association
dues, pest control, water, sewer, utilities, janitorial, landscaping and other governmental
or quasi-governmental charges, general and special, ordinary and extraordinary, foreseen
and unforeseen, of any kind and nature whatsoever, which, at any time during the Rental
Period may be assessed, levied, confirmed, imposed upon, or increase or become due and
payable out of or with respect to, or become a lien on, the Premises or any part thereof, or
any appurtenances thereto, any use or occupation of the Premises, or such franchises as
may be appurtenant to the use of the Premises (all of which are sometimes herein referred
to collectively as “Impositions” and individually as an “Imposition™) provided, however,
that:

A. if, by law, any Imposition may at the option of Tenant be paid in
installments (whether or not interest shall accrue on the unpaid balance of such
Imposition), Tenant may exercise the option to pay the same (and any accrued interest on
the unpaid balance of such Imposition) in installments and in such event, shall pay such
installments as they become due during the Rental Period before any fine, penalty, further
interest or cost may be added thereto; and

B. any Imposition (including Impositions which have been converted into
installment payments by Tenant, as referred to in paragraph (A) of this § 4.1) relating to a
fiscal period of the taxing authority, a part of which period is included within the Rental
Period and a part of which is included in the period of time after the expiration of the
Rental Period shall (whether or not such Imposition shall be assessed, levied, confirmed,
imposed upon or become a lien upon the Premises, or shall become payable, during the
Rental Period) be adjusted between Landlord and Tenant as of the expiration of the
Rental Period, so that Tenant shall pay that portion of such Imposition attributable to the
Rental Period and Landlord shall pay the remainder thereof.
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