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Title:

A Resolution Of The City Commission Of The City Of Hollywood,
Florida, Authorizing The Appropriate City Officials To Execute The
Attached Memorandum of Understanding Among The City Of
Hollywood, The Hollywood Community Redevelopment Agency
And Margaritaville Resort At Hollywood Beach, LLC And
Authorizing The Development of Lease and Development
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Recommendation:

Approval of the attached Resolution.

Explanation:

Members of the Hollywood, Florida City Commission, acting also in
their capacity as the Beach Community Redevelopment Agency
Board of Commissioners, have asked City Manager Cameron
Benson to proceed with a competitive process for the
redevelopment of a City owned six acre site commonly known as
Johnson Street, comprising two non-contiguous properties
bounded by the Hollywood Beach Broadwalk (East), Johnson
Street (North), Intracoastal Waterway (West) and Michigan Street
(South).

On April 7, 2010, via Resolution R-2010-097, the City Commission
authorized preliminary negotiations with the highest ranked firm,
Margaritaville Resort at Hollywood Beach, for the Johnson Street
RFP - Stage Il - Detailed Development Proposal for a three month
period.

Additional information regarding the financing program intended for
this project was needed to affirm the viability of the project and to
draft a business term sheet prior to entering into negotiations for a
formal lease and development agreement.




Three attachments, with exhibits, are included in this agenda
submittal. The first (Attachment 1) is a staff memo summarizing
the highlights of the proposed Memorandum of Understanding
among the city, the CRA, and Margaritaville. Attachment 2 is the
actual Memorandum of Understanding outlining the proposed
business terms agreed upon between the City/CRA representatives
and Margaritaville Resort at Hollywood Beach, LLC. Lastly,
Attachment 3 provides a detailed analysis from the City's
Consultant, Abramson & Associates, of the business terms
included in the Memorandum of Understanding.
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RESOLUTION NO.

A RESOLUTION OF THE CITY COMMISSION OF THE CITY
OF HOLLYWOOD, FLORIDA, AUTHORIZING THE
APPROPRIATE CITY OFFICIALS TO EXECUTE THE
ATTACHED MEMORANDUM OF UNDERSTANDING
AMONG THE CITY OF HOLLYWOOD, THE HOLLYWOOD
COMMUNITY REDEVELOPMENT AGENCY AND
MARGARITAVILLE RESORT AT HOLLYWOOD BEACH, LLC
AND AUTHORIZING THE DEVELOPMENT OF LEASE AND
DEVELOPMENT AGREEMENTS WITH THE PARTIES
CONSISTENT WITH JOHNSON STREET RFP-4212-09-IS.

WHEREAS, Members of the Hollywood, Florida City Commission, acting
also in their capacity as the Beach Community Redevelopment Agency Board of
Commissioners, have asked City Manager Cameron Benson to proceed with a competitive
process for the redevelopment of a City owned six acre site commonly known as Johnson
Street, comprising two non-contiguous properties bounded by the Hollywood Beach
Broadwalk (East), Johnson Street (North), Intracoastal Waterway (West) and Michigan
Street (South); and

WHEREAS, on April 7, 2010, via Resolution R-2010-097, the City
Commission authorized preliminary negotiations with the highest ranked firm, Margaritaville
Resort at Hollywood Beach, for the Johnson Street RFP — Stage Il — Detailed Development
Proposal for a three month period; and

WHEREAS, additional information regarding the financing program intended
for this project was needed to affirm the viability of the project and to draft a business term
sheet prior to entering into negotiations for a formal lease and development agreement;
and

WHEREAS, the attached Memorandum of Understanding outlines the
proposed business terms agreed upon between City/CRA representatives and
Margaritaville Resort at Hollywood Beach, LLC;



NOW, THEREFORE, BE IT RESOLVED BY THE CITY COMMISSION OF
THE CITY OF HOLLYWOOD, FLORIDA:

Section1: That it hereby authorizes the execution of the attached
Memorandum of Understanding among the City of Hollywood, the Community
Redevelopment Agency and Margaritaville Resort at Hollywood Beach, LLC.

Section 2:  That it hereby authorizes the development of lease and
development agreements with the parties consistent with Johnson Street RFP-4212-09-
IS.

Section 3:  That this resolution shall be in full force and effect immediately
upon its passage and adoption.

PASSED AND ADOPTED this day of , 2010.

PETER BOBER, MAYOR

ATTEST:

PATRICIA A. CERNY, MMC
CITY CLERK

APPROVED AS TO FORM AND LEGALITY
for the use and reliance of the
City of Hollywood, Florida, only.

JEFFREY P. SHEFFEL
CITY ATTORNEY






MEMORANDUM OF UNDERSTANDING
among
City of Hollywood, Florida,
Hollywood Community Redevelopment Agency
and
Margaritaville Hollywood Beach Resort, LLC

1. Introduction. Negotiations between Margaritaville Hollywood Beach Resort, LLC, a
Florida limited liability company (which, together with its approved successors, is referred to
herein as “Developer”), the City of Hollywood, Florida (the “City”) and the Hollywood
Community Redevelopment Agency (the “CRA” and collectively with Developer and the City,
the “Parties™) have produced a preliminary understanding as to certain basic terms and issues for
the development of a resort project described in paragraph 2 below (the “Project”), which needs
further refinement and exploration before a final agreement can be reached. Those basic terms
and issues are outlined in this Memorandum of Understanding (this “MOU”). The ownership
structure of Developer and its affiliates is set forth in Exhibit “A” attached hereto and made a

part hereof.

2. The Project. The Project’s six acre development site is generally comprised of two non-
contiguous properties bounded by the Broadwalk to the east, Johnson Street to the north,
Michigan Street to the south and the Intracoastal Waterway to the west. The site consists of the
Hotel Parcel, the Intracoastal Parcel (collectively, the “Resort Site”) and the Right-of-Way Parcel
(collectively with the Resort Site, the “Project Site”) as generally shown on the sketch attached
hereto as Exhibit “B” and made a part hereof. The Project Site is located within the Beach

District of the CRA.

3. Contemplated Improvements. The Project will generally consist of the following
components:
a. Margaritaville Resort Hotel consisting of (i) 360 guest rooms, 35,000 sq. ft. of

convention space, 30,000 sq. ft. of restaurant/bar and 6,500 sq. ft. of retail on the Hotel Parcel
and (ii) a boat landing and related improvements on the Intracoastal Parcel (collectively, the
“Hotel™).

b. Parking structure (the “Parking Garage”) to replace the existing structure on the
Hotel Parcel with not less than 1056 spaces, to be utilized as follows:

Public spaces: 600
Hotel use: 456

The Hotel and Parking Garage are collectively referred to herein as, the “Resort
Improvements”™).

c. Amphitheater, seating, public rest rooms (which may also be located on the
Resort Site) and other improvements on the Right-of-Way Parcel (the “Public Improvements,”
and together with the Resort Improvements, the “Improvements”).
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4, Ground Lease and License Agreement.

a. The City will lease the Resort Site to Developer pursuant to a ground lease (the
“Ground Lease™). To facilitate the proposed financing structure described herein, Developer’s
interest in the Resort Site will be subject to a newly created Community Development District
(the “CDD”). Developer will, or will cause the CDD to, construct and thereafter operate and
maintain such of the Resort Improvements on the Resort Site as may be properly financed using
that mechanism. The Ground Lease and the City’s fee interest in the Resort Site will not be
subordinated to financing or in any other respect.

b. The City will grant Developer a non-exclusive license agreement for all or a
portion of the Right-of-Way Parcel (the “License Agreement”). Developer will construct the
Public Improvements on the Right-of-Way Parcel.

The Ground Lease and the License Agreement are more particularly described herein.

5. Funding / Financing Structure. [t is anticipated the total costs for development of (i) the
Resort Improvements will be $126,000,000 (the “Resort Improvement Costs™) and (ii) the Public
Improvements will be up to $5,000,000 (the “Public Improvement Costs). The Resort
Improvement Costs and the Public Improvement Costs will be described in development
budgets, approved by the City and attached to the Ground Lease (the “Resort Improvement Cost
Budget and the Public Improvement Cost Budget”), the current versions of which are attached
hereto as Exhibit “C-1” and Exhibit “C-2,” respectively, and made a part hereof. Although
Developer will ultimately be responsible for any shortfall in funds available for development of
the Project, Developer anticipates the Resort Improvement Costs and the Public Improvement
Costs will be funded as follows:

a. Resort Improvement Costs:

(1) Developer Equity. Developer will contribute equity to the Project of not
less than $10,000,000 (subject to adjustment as provided herein, “Developer Equity”).

(11) CRA Loan. The CRA will loan funds to the Project in an amount not to
exceed $10,000,000 (subject to adjustment as provided herein, the “CRA Loan™). The CRA
Loan will be (i) evidenced by a promissory note bearing interest at a rate of five percent (5.00%)
per annum, payable in monthly installments of interest only, and payable in full ten (10) years
following the closing, or upon earlier refinancing or sale of the Project and (ii) secured by a
mortgage on Developer’s leasehold interest in the Resort Site, subordinate to the Bonds, but
superior in all respects to the EB-5 Loan and all other debt and equity of the Project. Proceeds
from the CRA Loan will be used solely for the Resort Improvement Costs designated in the
Resort Improvement Cost Budget as “Furniture, Fixtures and Equipment” or “Operating Supplies
and Equipment,” and disbursed pursuant to monthly draw requests submitted by Developer,
meeting requirements established in the loan documents. The CRA Loan will be cross defaulted
with the Ground Lease.
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In the event the actual resort construction costs are less than the construction costs set
forth in the Resort Improvement Cost Budget, then such savings shall result in a reduction in the
amount of the CRA Loan and Developer Equity on an 80/20 basis. (For example, if there is a
savings of $1,000,000 in resort construction costs, then the maximum amount of the CRA Loan
will be reduced by $800,000 to $9,200,000 and the Developer Equity requirement will be
reduced by $200,000 to $9,800,000.) For purposes of this paragraph, “actual resort construction
costs” will be calculated upon completion of construction of the Resort Improvements and will
equal the actual, verifiable construction costs paid to arm’s-length third-parties, as described on
the Resort Improvement Cost Budget. If the amount of CRA Loan funds disbursed in connection
with the Project ultimately exceeds the amount of the CRA Loan as determined by the above
calculation, the difference shall become immediately due and payable to the CRA.

(i)  Community Development District. Developer will submit the Resort Site
to the CDD. The CDD will issue bonds (the “Bonds™) with a par value currently estimated at
$31,000,000 to be used to fund construction, budgeted construction period soft costs,
construction period and other debt service reserves and other necessary costs of the Bond
financing. Proceeds from sale of the Bonds will be utilized to fund construction of the Parking
Garage, for debt service and to establish an interest reserve. To help pay a portion of the debt
service on the Bonds, Developer intends to collect a special “user fee” of one percent (1%) on
transactions at the Project Site, though Developer will ultimately be liable for the repayment of
the Bonds. The City may provide a guaranty or other credit enhancement if necessary to
increase the marketability of the Bonds, but will do so in its sole discretion, and in light of its
own credit rating and any Developer guaranties and insurance. Any call for funds or other action
under such credit enhancement, if given, will be an automatic default under the Ground Lease,
entitling the City to pursue all of its remedies thereunder including, without limitation, the right
to immediately terminate the Ground Lease and retake possession of the Resort Site and the
Resort Improvements.

(iv) EB-5Loan. Developer intends to establish the Resort Site as a Regional
Center (an “RC”) under the Immigration Act of 1990, EB-5 visa program, and obtain financing
for the balance of the Resort Improvement Costs (approximately $75,000,000) through an EB-5
loan (the “EB-5 Loan”). The EB-5 Loan will be subordinate to the Ground Lease in all respects.

(v) Other Funding Sources. The City and the CRA reserve the right to
renegotiate the proposed financial terms contemplated in this MOU if Developer obtains New
Market Tax Credit financing or other funds for the Project on more favorable terms.

b. Public Improvement Costs. The CRA will contribute funds to be utilized solely
for actual construction costs of the Public Improvements on the Right-of-Way Parcel pursuant to
the License Agreement, as shown on the Public Improvement Cost Budget, but in no event
greater than $5,000,000 [which estimated amount includes $2,000,000 previously budgeted for
relocating the existing power lines underground and reconstructing right-of-way components]
(the “CRA Contribution”). Developer agrees to use its best efforts to employ and/or contract
with City of Hollywood based small businesses for the construction of the Public Improvements.
Funds will be disbursed pursuant to monthly draw requests submitted by Developer. Each draw
request will include customary contractor affidavits and lien waivers and such other information
as required by the CRA. If applicable, Developer and Developer’s contractor will comply with
the Davis-Bacon Act in construction of the Public Improvements.
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c. In no event shall the Developer look to the City or CRA to fund any shortfall in
the event actual costs exceed those anticipated herein.

6. Conditions Precedent

a. Ground Lease Execution.  The Parties agree the following conditions (the
“Ground Lease Execution Conditions”) must be satisfied prior to October 1, 2010 (the “Outside
Ground Lease Execution Date™):

(1) Reimbursement of Expenses. Developer shall have reimbursed the City
and the CRA for all of their third-party costs (including consultants and attorneys) incurred to
date in connection with this transaction, in an amount not to exceed $300,000 (the “Initial Cost
Reimbursement”). In the event the Initial Cost Reimbursement amount is less than $300,000, the
balance remaining shall be used, if necessary, to pay the Supplemental Cost Reimbursement
(hereinafter defined).

(ii)  Form of Project Documents. The parties shall have agreed on the form
and substance of the Ground Lease, License Agreement and other documents necessary for the
development of the Project (collectively, the “Project Documents™).

(i)  Proof of Funds. Developer shall have submitted to the City and the CRA
written evidence, acceptable to the City and the CRA, that: (i) the Developer Equity is available
in immediately available funds, (ii) the CDD will be in a position to issue Bonds in an amount
sufficient to fund construction of the Garage, (iii) application for approval of the RC has been
finalized and will be submitted upon execution of the Ground Lease, (iv) Developer has provided
written evidence, acceptable to the City, that the Project is within a “targeted area of
unemployment” and (v) Developer Equity, the CRA Loan, the EB-5 Loan and proceeds from
sale of the Bonds, in the aggregate, are sufficient to fund the Resort Improvement Costs.

(iv)  Governmental Approvals. Developer shall have made application for final
site plan approval with the City’s Technical Advisory Committee (“TAC”).

b. Interim Conditions. The Parties agree that the following conditions must be
satisfied prior to April 1, 2011, , subject to limited force majeure (collectively, the “Interim
Conditions™):

(1) EB-5 Loan Progress. Developer shall have (i) obtained final approval of
the Project as an RC within a “targeted area of unemployment” (“RC Approval”) and (i1)
commenced marketing efforts to obtain investor reservations for the EB-5 Loan.

(iiy  TAC Approval. Developer shall have received final site plan approval
from TAC.

c. Failure to Satisfy Conditions. In the event (i) the Ground Lease Execution
Conditions are not satisfied prior to the Outside Ground Lease Execution Date or (ii) the Interim
Conditions are not satisfied prior to the date provided; then in either event, the City shall have
the right and option to terminate further negotiations in connection with the Project upon written
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notice to Developer. In such event, the parties shall be released from any further liabilities and
obligations to each other concerning and/or relating to the Project, with each party bearing its
own expenses incurred in connection with the Project; provided, however, (i) Developer’s
obligation to pay the Initial Cost Reimbursement to the City shall survive such termination and
(i1) Developer shall promptly deliver to the City, at Developer’s sole cost and expense, any and
all drawings, plans, specifications, surveys, reports, studies and other materials prepared by or on
behalf of Developer in connection with the Project, but excluding branding, trademarks and other
intellectual property of Margaritaville Enterprises (the “Materials™), and the City shall be entitled
to make use of the Materials in connection with the future development of the Project Site
without any obligation to Developer whatsoever.

7. Conditions Precedent to Delivery of Possession. The Parties agree prior to delivery of
possession of the Project Site to Developer under the Ground Lease and the License Agreement,
as applicable (the date of such delivery being, the “Possession Date”), and not later than October
1, 2011 (the “Outside Possession Date”), as may be extended at the sole discretion of the City,
and subject to limited force majeure, the following conditions must be satisfied:

a. No Default. The Ground Lease and License Agreement must be in full force and
effect and free from any defaults, including, without limitation, the payment to the City of all
sums due.

b. Formation of CDD. The formation of the CDD must have been completed in
accordance with all applicable laws and Developer’s interest in the applicable portions of the
Resort Site must have been subjected to the CDD.

c. Plans and Specifications. Final plans and specifications for the Improvements
shall have been approved by the City, as landlord under the Ground Lease and licensor under the
License Agreement, and all Governmental Approvals (as hereinafter defined) shall have been
obtained without qualification.

d. Proof of Funds. Developer shall have (i) closed both the EB-5 Loan with investor
commitments for 100% of the loan amount (and/or bridge financing in anticipation of the EB-5
total Loan amount) and sale of the Bonds, as applicable, (ii) expended or placed in an operating
account not less than $10,000,000 of Developer Equity and (iii) either received its initial
fundings or the initial fundings are conditioned only on possession of the Resort Site.

e Construction Contracts.  Developer shall have entered into contracts for
construction of the Improvements, approved by the City in accordance with the Ground Lease
and the License, as applicable.

f. Bonding. Developer or its general contractors shall have obtained and delivered
to the City performance and payment bonds guaranteeing the lien-free construction of the
Improvements, with all premiums paid and with a good and sufficient surety, in form and content
reasonably acceptable to the City.

g. Reimbursement of Expenses. Developer shall have reimbursed the City and the
CRA for any additional third-party costs (including consultants and attorneys) incurred by the
City or the CRA in connection with this transaction, and submitted to Developer in writing from
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time to time (the “Supplemental Cost Reimbursement™), not to exceed the balance remaining, if
any, from the $300,000 maximum as provided in Paragraph 6(a)(i) above.

h. Other Conditions Satisfied. All other conditions precedent to possession set forth
in the Ground Lease and License Agreement shall have been satisfied.

All documents and instruments set forth above must be delivered to the City in advance
of the Outside Possession Date in order to provide the City with a reasonable time to adequately
review the same.

In the event the foregoing conditions precedent to the Possession Date are not satisfied to
the reasonable satisfaction of the City prior to the Outside Possession Date, the City shall have
the right and option to terminate the Ground Lease and the License Agreement upon written
notice to Developer. In such event (i) the parties shall be released from any further liabilities and
obligations to each other concerning and/or relating to the Project, except as expressly provided
in the Ground Lease or License Agreement, with each party bearing its own expenses incurred in
connection with the Project, (ii) Developer’s obligation to pay the Supplemental Cost
Reimbursement to the City shall survive such termination and (iii) Developer shall promptly
deliver to the City, at Developer’s sole cost and expense, the Materials, and the City shall be
entitled to make use of the Materials in connection with the future development of the Project
Site without any obligation to Developer whatsoever.

8. Construction of the Improvements.

a. Condition of Project Site. Developer acknowledges and agrees it has been given
the opportunity to perform all inspections and investigations concerning the Project Site to its
satisfaction, subject only to the accuracy of third-party reports obtained by Developer.
Developer acknowledges and agrees the City is not making and has not made any representations
or warranties, express or implied, as to the Project Site (including, but not limited to, title,
survey, its physical condition, suitability or fitness for any particular purpose, building and
zoning restrictions, value, financial prospects or condition or the presence or absence of
hazardous substances). Developer has relied solely on its own inspections and investigations of
the Project Site in its determination of whether to proceed with the Ground Lease, the License
and the Project. As a material part of the consideration of this MOU, the Ground Lease(s), the
License and other Project Documents (defined herein), Developer (and as applicable the CDD)
agrees to accept the Project Site on the Possession Date in its “AS IS” and “WHERE IS~
condition, with all faults, and without representations and warranties of any kind whatsover,
express or implied, or arising by operation of law.

b. Phasing. Construction of the Project components will be undertaken in a single
phase with a single coordinated grand opening for the entire Project. It is anticipated, however,
that Developer will utilize a different general contractor and separate construction contract for
construction of the Public Improvements.

c. Governmental Approvals. In order for the Project to proceed it will be necessary
for Developer (and as applicable the CDD) to obtain all necessary (i) zoning and other land use
approvals (collectively “Public Approvals”) and (ii) demolition, building and other related
permits (collectively “Permits” and together with the Public Approvals, the “Governmental
WSH - 3031336-MOU - v.8
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Approvals™). Developer (and as applicable the CDD) will have the responsibility, at its sole cost
and expense, for applying for and obtaining all required Governmental Approvals on a timely
basis. In connection therewith, the City, in its capacity as land owner, will join in any necessary
applications to the extent required by applicable codes, laws, rules and regulations, without cost

to the City.

d. Construction Schedule. Subject to limited force majeure events, Developer will,
or will cause the CDD to, commence construction of the Resort Improvements within thirty (30)
days after the Possession Date. Developer will obtain the Governmental Approvals and
complete construction of the Improvements in accordance with the schedule attached hereto as
Exhibit “D” and made a part hereof (the “Schedule of Performance™).

e. Landlord’s Representative. The City may designate one or more employees or
agents to be the City’s representative (“Landlord’s Representative”) who may, during normal
business hours, visit, inspect or appraise the Project, the materials to be used thereon or therein,
contracts, records, plans, specifications and shop drawings relating thereto, whether kept at
Developer’s offices or at the Project construction site or elsewhere, and the books, records,
accounts and other financial and accounting records of Developer wherever kept, and to make
copies thereof as often as may be requested.  Further, Landlord’s Representative shall be
advised of, and entitled to attend, meetings among Developer, Developer’s representative and the
contractor or subcontractor or any subset of this group. Developer will cooperate with the City
to enable Landlord’s Representative to conduct such visits, inspections and appraisals.
Developer shall make available to Landlord’s Representative, upon request, daily log sheets
covering the period since the immediately proceeding inspection showing the date, weather,
subcontractors on the job, number of workers and status of construction.

9. Project Documents. The Project Documents to be negotiated between Developer, the
City and, where applicable, third-parties, shall include the following:

a. Ground Lease

(1) The Ground Lease will be structured so the lease term, including renewals
or options, would expire ninety-nine (99) years following the Possession Date. At the end of the
term of the Ground Lease, or earlier termination, the leased property together with all
improvements will automatically revert to the City, at no cost, free and clear of all rights and
interest granted by the Ground Lease and other Project Documents. After execution of the
Ground Lease, but prior to the Possession Date, Developer will have no right to possession to
any portion of the Project Site and the Ground Lease will be construed to be in the nature of a
Development Agreement. Accordingly, all payments to the City under the Ground Lease prior to
the Possession Date will be characterized as option payments and not rent.

(i1) Payments/Rent

1. Pre-Possession Payments.  In addition to the Initial and
Supplemental Cost Reimbursements, Developer will pay a fee for maintaining the Ground Lease
in good standing of $20,000 per month, pro-rated as to any partial month, commencing on the
earlier of (i) the date of RC Approval and (i1) April 1, 2011; and continuing until the Possession
Date or earlier termination of the Ground Lease.
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2. Construction Period Rent. Commencing on the Possession Date
and continuing until the earlier of (i) the date a certificate of occupancy or its equivalent is issued
for the Hotel or (ii) twenty-seven (27) months following the Possession Date (such date being the
“Completion Date”), Developer will pay rent in the amount of $20,000 per month, pro-rated as to

any partial month, together with sales tax thereon.

3. Minimum Guaranteed Rent. During the first year following the
Completion Date, Developer shall pay Minimum Guaranteed Rent of $500,000, payable in equal
monthly installments of $41,666.66, together with applicable sales tax thereon. Thereafter,
Minimum Guaranteed Rent shall increase at the rate of three percent (3%) per year during the
remaining term of the Ground Lease.

4 Participation Rent. Commencing in the eleventh (11th) year of the
term of the Ground lease, in addition to the Minimum Guaranteed Rent, Developer will pay, as
additional rent, a Participation Rent initially equal to one percent (1%) of the Project Revenues in
that year. The term “Project Revenues” shall mean the gross revenues of the Project; provided,
however, the term Project Revenues shall not include items not customarily included as an item
of project revenue, such as sales taxes, pass throughs and the like (“Revenue Exclusions”). The
Ground Lease will provide a reasonably detailed definition of the terms Project Revenues and
Revenue Exclusions. Each year, the Participation Rent shall increase by 0.1% until reaching a
maximum of 4.0% of the Project Revenues, which percentage shall then apply to all subsequent
years.

5. Transaction Rent. The City shall be entitled to receive, as
additional rent, a “Transaction Rent” from each and every Sale of Developer’s interest in the
Resort Site or the Resort Improvements during the term of the Ground Lease. Transaction Rent
shall equal seven percent (7%) of the amount by which the Net Proceeds of each such Sale
exceed the selling Developer’s Initial Invesment. The terms “Sale,” “Net Proceeds” and “Initial
Investment” will be further defined in the Ground Lease consistent with the following: (a)
“Sale” will include sales of components of or interests in the Project, a sale or series of sales that
have the cummulative effect of a sale, of direct or indirect controlling interests in Developer and
any other transaction or series of transactions in the nature of a sale; (b) “Net Proceeds” will
include proceeds from the sale (however and whenever paid) less only reasonable and customary
third-party costs of such sale (such as legal fees directly relating to the sale [as opposed to tax
planning, etc.] and commissions) and amounts applied in the repayment of debt service or other
reserve capitalized as part of the Initial Investment that is released upon (or due to) the sale or
has been released prior to that, with interest earned thereon to the date of sale; (c) “Initial
Investment” for the initial Developer will equal the actual total Resort Improvement Cost, as
calculated upon completion, plus the actual cost paid to arms-length third-parties for construction
of capital improvements to the Resort Site which require a site plan amendment, are required by
the South Florida Building Code or are otherwise approved by the City as increases to the I[nitial
Investment, in the exercise of its reasonable discretion; and (d) “Initial Investment” for
Developer’s successors, will equal the applicable purchase price. Payment of such Transaction
Rent shall be due within sixty (60) days following the closing of a Sale.

6. Public Charges. Developer (and as applicable the CDD), in
addition to the above rental and other compensation payable to the City, agrees to pay (before
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any fines, penalty, interest or cost may be added) all real and personal property taxes, all taxes on
rentals, public assessments and other public charges including electric, water and sewer charges.
If at any time the City, in its municipal capacity, subjects non-governmental users to an exclusive
franchise for trash removal or other public services, Developer will be treated the same as
similarly sized and situated properties (such as the Marriott and Crowne Plaza, but expressly
excluding the Diplomat Resort). Furthermore, in the event the ownership and/or financing
structure of any portion of the Project Site involves the use of a non-profit entity for a portion of
the Project thereby removing such portion from the City’s real property tax rolls, Developer will
then be obligated to make an annual “in lieu” payment to the City as additional rent, equivalent
to the real estate taxes had the property been taxable.

7. Insurance Premiums. Developer (and as applicable the CDD) shall
pay all premiums under various insurance policies to be required under the Ground Lease.

(iii)  Operating Standards. Developer will, at its sole cost and expense, cause
the Project to be maintained, insured and operated in a first class condition and quality consistent
with comparable “4 Star” resort hotels (such as the Westin Diplomat and Hard Rock Hotel and
Casino, in Hollywood and the Fontainebleau Resort in Miami Beach) and otherwise consistent
with mutually agreed standards specified in the Ground Lease (the “Standards”). Developer will
be responsible for private security for the Project, at its sole cost and expense. A portion of the
cash flow from the Project, as agreed upon by the parties, will be used to establish a separate
maintenance reserve of not less than three percent (3%) of gross revenues, each year, to assure
that funds are available for maintenance of the Improvements in accordance with the Standards.

(iv)  Transfers and Management. Developer recognizes that, in view of the
importance of the development of the Project to the general welfare of the City, the qualification
and identity of the ground lessee and its management are of particular concern to the City.
Developer further recognizes that it is because of such qualifications and identity that the City
intends to enter into the Ground Lease and other Project Documents with Developer and, in so
doing, is further willing to accept and rely on the obligations of Developer for the faithful
performance of all undertakings and covenants to be performed.

1. Transfer. No transfer or assignment shall be made by Developer of
any interest in the Ground Lease, the Project Site, the Improvements, or any direct or indirect
interest in Developer (in each case, a “Transfer”), without the prior written consent of the City,
which may be withheld or granted by the City in its discretion, not to be unreasonably withheld
after the initial opening of the Hotel. However, the Ground Lease will provide for certain
permitted transfers, such as, for estate planning purposes, transfers that do not result in a change
of control and transfers in accordance with the terms of approved leasehold mortgages. The City
shall have the right to withhold its consent to Transfers if the proposed transferee, in the
reasonable judgment of the City: (i) is not capable of operating the Hotel in accordance with the
Standards (as may be evidenced by prior related business experience or otherwise), (i1) does not
possess good moral character or business reputation, (iii) lacks the overall financial status as will
permit the Hotel to be operated pursuant to the Standards or (iv) is otherwise not capable of
performing the duties and obligations of tenant under the Ground lease. The City may also
withhold its consent to a Transfer if the Hotel is not in compliance with the Standards.

WSH - 3031356-MOU - v.8_



2. Management. The Project shall at all times be managed by an
Acceptable Manager (as defined in Exhibit “E”), approved by the City in accordance with the
Ground Lease. Coral Management shall be deemed an Acceptable Manager. Any entity
approved as an Acceptable Manager must continue to meet the Acceptable Manager criteria
throughout its service. In the event an Acceptable Manager fails to meet such criteria, or the
hotel fails to achieve certain performance standards during the term of the Ground Lease, the
City may require new third-party management. The Ground Lease will prohibit any change in
the name or “flag” of the Hotel without the prior consent of the City, which may be withheld or
granted in the commercially reasonable discretion of the City.

(v)  Non-Compete. Developer shall not, and shall cause its affiliates and their
respective principals, partners, shareholders or stockholders, and members to not, during the term
of the Ground Lease, without first obtaining the written consent of the City, which consent may
be withheld in the City’s sole discretion, directly or indirectly own any interest in, operate, or in
any manner be connected or associated with any full or limited service hotel, food or beverage
business operated under the name “Margaritaville” and located within the applicable Market
Area of the Hotel. “Market Area” shall mean (i) with respect to a restaurant, café, bar or other
food or beverage business (a “Restaurant”), an area of ten (10) miles from the Hotel in all
directions and (ii) with respect to a hotel or other lodging establishment, (a) Broward, Miami-
Dade and Palm Beach Counties for a period of five (5) years commencing on the Completion
Date and (b) during the term of the Ground Lease, Broward and Miami-Dade Counties;
provided, however, this restriction shall not apply to one (1) Restaurant, hotel or other lodging
establishment located at an existing non-waterfront pari-mutuel licensed location. The Ground
Lease will provide for injunctive relief and other customary remedies in the event of a breach of
this provision.

(vi)  Mortgage Financing. Developer may at any time and from time to time
encumber the leasehold estate created by the Ground Lease and the Resort Improvements (but
not the Public Improvements) by a mortgage or other security instrument in favor of an
institutional lender, provided, however, that: (i) the Project’s net operating income available for
payment of debt service on all permanent project financing shall yield a debt service coverage
ratio of no less than 1.30 to 1 based upon debt coverage ratio with such ratio calculated based on
the reasonably projected first stabilized year for the initial financing and based on the most
recent 12 months of operations for subsequent refinancing; and (ii) the leasehold lender (except
for the EB-5 Loan), shall be subject to the City’s approval, which approval shall not be
unreasonably withheld. The Ground Lease shall set forth the qualifications and other criteria for
a lender to be qualified as an Approved Leasehold Lender. The Ground Lease(s) shall further set
forth usual and customary provisions, reasonably acceptable to the City, for the benefit of an
institutional leasehold mortgagee lender intended to protect such institutional mortgagee’s
leasehold mortgage. It is understood and agreed, however, the City’s fee interest in and
ownership of the Project Site shall not be subordinated to any financing for the Project. In this
regard, it is understood and agreed, all rental payments and other compensation due the City
shall be paid by Developer (and as applicable the CDD) to the City and shall be superior in right
to all claims or rights of any leasehold mortgagee and to all Project operating expenses, debt
service, distribution of profits, etc.

(vii)  Reporting Requirements. As soon as available, but in no event later than
ninety (90) days after the end of each calendar year, Developer shall deliver to the City a
WSH - 3031356-MOU - v.8
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complete executed copy of an unaudited financial statement prepared by certified public account
acceptable to the City, and certified to by a duly authorized representative of Developer, as being
true, complete and accurate, in all material respects, and thereafter when available, but not later
than October 1 of each year, an audited statement, covering the operation of the Project and
containing a fully itemized statement of profit and loss and of surplus and a balance sheet,
prepared in accordance with generally accepted accounting principles in effect from time to time,
and otherwise in form and substance satisfactory to the City. The Ground Lease will contain
additional financial reporting requirements. Monthly during the construction period, and on an
annual basis thereafter, Developer shall provide City with reports detailing the use of small City
of Hollywood businesses, if any.

b. License Agreement. The License Agreement will provide for construction,
maintenance and operation of the Public Improvements on the Right-of-Way Parcel at the sole
cost and expense of the licensee. The License Agreement will incorporate certain provisions of
the Ground Lease so that the Public Improvements are designed, approved and constructed in
conjunction with the overall Project.

(1) Term. The License Agreement will be for an initial term expiring five (5)
years after the date the Hotel opens for business to the public. After the initial term, Developer
shall be given priority in negotiating a further term with the City, on terms acceptable to the City
in its sole discretion. The City shall have no liability to Developer or any licensee whatsoever in
the event the License Agreement is not renewed or is renewed with an unrelated third party.

(i)  Fee. For so long as the License Agreement is in place with Developer,
gross revenues from the operation of the Public Improvements will be added to the overall
project revenues for purposes of calculating the Participation Rent under the Ground Lease,
without deduction for operation or maintenance costs. Any revenue generated from the sale or
lease of naming rights to any of the Public Improvements will be shared on the basis of 75% to
Developer and 25% to the City. The License Agreement will require Developer prepare and
submit to the City an annual budget and audited financial statements for the Public
Improvements separate from the Resort Improvements. In the event the License Agreement with
Developer has terminated, City shall not rename, or name, the entertainment components of the
Public Improvements (the stage and seating area) to a name that would compete in the hotel or
restaurant business with the Margaritaville brand, utilizing a commercially reasonable standard
to be defined in the Ground Lease.

(iii)  Operating Standards. For so long as the License Agreement is in place
with Developer, Developer will, at its sole cost and expense, cause the Public Improvements to
be constructed, operated, maintained, refurbished and insured in a first class condition and
otherwise consistent with mutually agreed standards specified in the License Agreement (the
“Standards™). Developer will be responsible for private security for the Right-of-Way Parcel, at
its sole cost and expense.

(iv)  Cross-Default. For so long as the License Agreement is in place with
Developer, the Ground Lease and the License Agreement will be cross-defaulted.

c. Parking Garage. Although Developer will be responsible for the design of the
Parking Garage, such design will conform to the design standards provided by the City and shall

WSH - 3031356-MOU - v.8
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otherwise be subject to the approval of the City to insure maximum public awareness and uses of
such parking by the public. The Garage shall be operated by Developer in such a manner as to
provide not less than 600 parking spaces for public use at all times. Procedures for operation of
the Garage, including, without limitation, monthly and hourly parking rates, limited permits,
valet operations and use of non-public spaces, will be subject to the City’s reasonable approval.
In the event Developer elects to engage an unaffiliated third party parking operator to operate the
Parking Garage, Developer will enter into a separate Parking Garage Operating Agreement. The
parking operator as well as the Parking Garage Operating Agreement shall be subject to the
approval by the City, which approval shall not be unreasonably withheld.

d. Intracoastal Parcel. Revenues generated in connection with the Intracoastal
Parcel will be included in Project Revenues. Any material development of the Intracoastal
Parcel or use of the Intracoastal Parcel in combination with or in support of development on
other properties outside the Project Site (for example, as a site for vertical improvements or for
supporting uses such as parking or café seating) shall require approval by the City as to change
of use, design, ownership structure and additional rent.

10. Effect of Memorandum. While this MOU reflects the current understanding and
intent of Developer and the City with respect to the matters described herein, except for
Paragraph 6(a)(i) and 7(g) which are binding, this MOU is non-binding and shall not create any
other binding obligations between the City and Developer in any manner whatsoever.

[SIGNATURES]

WSH - 3031356-MOU - v.8



EXHIBIT “A”

Corporate Structure Chart

WSH - 3031356-MOU - v.8_
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EXHIBIT “B”

Sketch of Project Site
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EXHIBIT “C-1”

Resort Improvement Cost Budget
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EXHIBIT “C-2”

Public Improvement Cost Budget
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Jirnamsg, Buffetl's MARGARITAVILLE Resort
Hollywood Beach, Florida

06/24/10

CRA Public Improvements

Summary
No [Description Amount
1 |Ocean Drive Improvements $571,212
2 |Michigan Avenue Improvements $1,110,928
3 'Johnson Street Improvements $1,943,316
4 |Relocation - Bury Overhead Electric ~ $575,000
5 |Utilities - Water, Sewer & Drainage $345,000
6 [Total Construction Costs $4,545,456
7 |General Requirements (10 %) $454,544
8 |Total $5,000,000
No |Description Amount
1 |Construction Layout/Survey $46,000
2 |Maintenance of Traffic $39,675
3 |Demolition $240,180
4 |Walkway & Breezeway Pavers $460,794
5 |Pavers & Subbase - Street $307,050
6 |Asphalt Paving $108,866
7 |Great Lawn @ Band Shell $50,140
8 |Dance Area $36,763
9 |Curbing / Bands & Site Conc $168,238
10 |Traffic Signalization $247,250
11 |Landscaping $603,750
12 |Site Lighting $293,250
13 [New Band Shell Stage & Equipment $690,000
14 |Restrooms $207,000
15 |Shelter @ Trolley Stop $126,500
16 |Relocation - Bury Overhead Electric $575,000
17 |Utilities - Water, Sewer & Drainage $345,000
18 | Total Construction Costs $4,545,456
19 |General Requirements (10 %) $454 544
20 |Total $5,000,000




EXHIBIT “D”

Schedule of Performance
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EXHIBIT “E”
ACCEPTABLE MANAGER

“Acceptable Manager” means any corporation or other entity which has the following
qualifications, as reasonable determined by the City:

1. Manages at least 5 full service hotels comparable to the Project, with not less than 200
rooms each.
2. Has been in the business of managing full service comparable hotels for at least five

years (or have active management personnel who have been in the business of managing such
hotels for at least five years).

3. Is capable of operating the Hotel in accordance with the Standards (as may be evidenced
by prior related business experience or otherwise).

4. Possesses good business reputation.

5. Such other requirements as set forth in the Ground Lease.

WSH - 3031356-MOU - v.8_
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ABRAMSON & ASSOCIATES, Inc.

Real Estate Advisory Services

DRAFT
MEMORANDUM

TO: Catherine Swanson Rivenbark, AICP
Assistant City Manager, City of Hollywood

FROM: Barry Abramson

SUBJECT: Financial Evaluation of Proposed Lease as per MOU of Johnson Street
Property to Margaritaville Hollywood Beach Resort, LLC for
Development of Resort Hotel and Public Parking Project

DATE: June 29, 2010

This memorandum presents our financial evaluation of the proposed project and terms of the
lease contemplated by the current Memorandum of Understanding under which Margaritaville
Hollywood Beach Resort, LLC will develop the Johnson Street Property for development of a

resort hotel and public parking project

Viability of the Proposed Project. HCI Hotel Consulting International, a hotel consultant
engaged by the City, reviewed the market study and revenue and expense estimates for the
project prepared by the developer’s hotel consultant PKF Consulting as well as the proposed
development costs and found them to be generally in a range of reasonableness. Evaluation by
Abramson & Associates, Inc. of the project’s revenues and expenses integrated with its
development costs and the favorable financing assumed by the developer, including a
$75,000,000 EB-5 loan, $31,000,000 of tax exempt Community Development District (CDD)
bond financing and a $10 million CRA loan in addition to $10,000,000 of equity investment,
indicates that the proposed project appears to be financially viable, assuming financing and

other cost estimates are generally as anticipated.

Proposed Terms. The proposed financial terms of the lease under the developer’s proposal
and as negotiated in the memorandum of understanding are summarized in the exhibit on the

following page.

113 Chestnut Street / Newton, MA 02465 / tel:(617) 965-4545 / fax:(617) 965-5431 / abramsonassoc.com



DRAFT

LEASE OF JOHNSON STREET PROPERTY FOR
MARGARITAVILLE REORT AT HOLLYWOOD BEACH
SUMMARY OF FINANCIAL TERMS

RFP PROPOSAL

Up to $300,000 thru lease execution

$20,000/mo starting upon City approvals
which Developer could delay until possession

Developsr Reimb
of City 3rd Party Lease Costs

Pre-P ion Pay Effectively none
Base Rent

Construction Period

Operating Period

Participation Rent

Transaction Rent

Financing
City Assistance

Developer Equity
CRA/City Contribution
CRA Loan

CDD Financing

Other Financing

Other
intracoastal Property

Public Space
Management

$20,000/mo

$500.000 in 15t year
escalating 3% per year thereafter

10% of Net Operating income

High risk of variability and
requirement for extensive verification

None

City/CRA contribute $30,000,000 for replacement
public parking and other public improvements
(streetscape, utilities, amphitheater}

City/CRA debt service to be supported by

1% CDD Assessment {approx $500,000 in stabitized
year with remainder from TIF and/or rent payments

20,000,000
30,000,000

75,000,000

125,000,000

o $ian inecladed

P in prop d rent

Long term agreement
$200,000 per year credited against rent to offset
operation and maintenance of public restrooms

MOU PROJECT / TERMS

Up to $300,000 thru possession

$20.000/mo from 4/1/11 to possession

$20,000/mo
Will increase to post-completion rent ($500,000} after 27 months
whether or not construction completed

$500,000 in 1st year
escalating 3% per year thereafter
commences 27 months after p

fabnd

hether or not comp

% of Gross Revenues

Starting in 11th year of operation @ 1.0%
increasing by 0.1% per year to maximum of 4.0%
in 41st year of operation

Much lower risk and verification
Higher present value

7% of Amount by which Net Prc ds from Sale d
initial development or acquisition cost plus subsequent qualifying
capital improvements

CRA contribute up to $5,000,000 for public improvements only

CRA priority loan of $10,000,000 @ 5.0% interest only

to be repaid after 10 years or upon refinancing or sale if sooner
Developer uses 1% CDD Assessment and project cash flow to
support debt service on CRA loan, CDD bonds and other financing
City guarantees CDD bond financing to lower rate, but any calion
guaranty would be default under lease allowing City to take property

10,000,000

5,000,000
10,000,000
31,000,000
75,000,000

131,000,000

Comp tion Included in prop
proposed use as boat landing
Material development would require negotiation of
additional compensation

d rent only for currently

5 year license, then renegotiate terms based on performance
Mo rent credit for operation and maintenance of public restrooms

City gets 25% of naming rights fees, renegotiation after 5 years

{33




The most important change in the terms from the proposal is that, rather than the CRA or City
providing a contribution of $30,000,000 for construction of the replacement public parking
and off-site public improvements (streetscape, amphitheater, undergrounding of utilities) as
called for in the developer’s proposal, the CRA will provide a contribution only for the off-site
public improvements (up to $5,000,000) and will provide a $10,000,000 loan to the project.
The loan will have an interest rate of 5% and be repaid after ten years or, if earlier, upon
refinancing or sale of the project. Repayment of this loan will have priority over all financing
except the CDD bonds. The developer will be responsible for financing the remainder of the
project’s approximately $126,000,000 cost using equity, EB-5 loan financing, and a

Community Development District bond financing.

The City will guaranty the CDD bonds to enhance marketability. This guaranty will cover any
shortfall on debt service payments which are not paid from the project’s net operating income
and the one percent CDD assessment which, together, are estimated to fully pay the debt
service with ample coverage. A substantial debt service reserve shall stand in front of the
City’s guaranty obligation. Should the City guaranty be called upon, the developer would be
in default of the lease and the City would be able under the lease to initiate a reversion of the
leased property. Given the far greater value of the improvements than the amount of the CDD
bond financing, it is extremely unlikely that the developer or its lenders would allow such a

default to occur.

The other major change is the shift of the participation rent from being based on net operating
income (10%) to a percent of gross, with relief in the early years to help the project support the
increased debt service of the public parking component but a gradual increase over time — 1%
of gross in year 11 increasing 0.1% per year to a maximum of 4.0%. As net operating income
is estimated to be approximately 20 — 25% of gross revenues, the escalating percent of gross is
anticipated to grow to a point that it exceeds 10% of NOI somewhere between operating year

21 and 25.



The relief on the participation rent in the early years helps the developer finance the project
and provide adequate returns to investors. While the City must be more patient, the
conversion of the participation to a percent of gross is considered to have a far greater benefit
than can be estimated based on applying the different rates to the project’s financial
projections, as the percent of gross is far less vulnerable to variability, either from project
performance or manipulation, and will require far less rigorous verification, resulting in this
rent having a higher present value under the new terms than it did under the originally
proposed terms. We note that both the base rent and the participation rent shall be

unsubordinated to any financing, virtually assuring their payment.

Upon each and every sale of the leasehold interest, a transaction rent of 7% applied to the
amount, if any, by which the proceeds from the sale (after deducting reasonable third party
costs of sale) exceed cost of the seller’s initial cost of development or acquisition plus any
qualifying subsequent capital improvements), shall be due, providing the City the opportunity

to share in potential project upside. Other terms are summarized in the exhibit.

Financial Benefits to City and CRA. The exhibit on the following page summarizes the
financial benefits of the project to the City and the CRA. As presented on that exhibit, total
direct financial benefits to the City and CRA from the base and participation rent, tax and TIF
revenues are estimated to grow from approximately $1,400,000 in the first stabilized year
(year 3) to $2,500,000 in the 1 1 year, $3,600,000 in the 21" year, and $9,600,000 in the 41*
year. The total of the combined direct benefits through the first 50 years of operation are
estimated to be approximately $274,000,000. Present valuing the component revenue streams
at varying discount rates to account for their varying risk, yields a present value as of the
estimated possession (construction start) date of over $33,000,000, of which approximately

$22,600,000 is the present value of the lease payments.

This present value compares very favorably with the appraised value of the property. The
appraisal, performed in July, 2009, valued the ocean-front property at $23,000,000 and the

Intracoastal parcel at $1,350,000. The Intracoastal property is not proposed to be developed at



this time, instead being used only for a boat landing. Should material development be

proposed, the City will have an opportunity to negotiate a fair compensation at that time.

The present value of lease payments generated by development of the ocean-front property

through the first 50 years of operation is nearly identical to the appraised value. Considering

that the appraisal is one year old and land values have likely fallen considerably since that

time and that the appraisal did not consider the cost of demolition (estimated by the developer

at $900,000), the proposed lease may well represent a higher value than would be generated by

an appraisal today, even before considering the value of the out years of the 99 year lease and

ultimate reversion of the property to the City at the end of the lease term, potential revenues

from the transaction rent, the significant direct tax and TIF generation, and other benefits

identified in the summary exhibit.

DRAFT
MARGARITAVILLE REORT AT HOLLYWOOD BEACH
SUMMARY OF ESTIMATED FINANCIAL BENEFITS TO CITY

Annual I:ttaslotz‘r’: Present
Year 3 Year 11 Year 21 Year 31 Yoar 41 of Operation Value *
LEASE PAYMENTS
Base Rent $530,000 $672,000 $903,000  $1,214,000 $1,631,000] $56,878,000 | $12,995,000
Participation Rent % 0.0% 1.0% 2.0% 3.0% 4.0%;
Participation Rent 30 $710.000 $1,908000 $3.847.000  $6,893,000] $169,166.000] $9.804,000
Total Lease Pay ts {not incl Tr lon Rent} $530,000 $1,382,000 $2,811,000 $5,061,000 $8,524,000 | $226,044,000 | $22,599,000
TIF REVENUES $761,000 $1,016,000 $0 $0 $0] $11,363,000] $6,076,000
CITY SHARE OF AD VALOREM TAXES $65.000 $73.000 $749.000 $913.000 311130001 $36.197.000] $4.487.000
TOTAL CRA & CITY SHARE OF AD VALOREM TAXES $826,000 $1,089,000 $749,000 $913,000  $1,113,000] $47,560,000 | $10,563,000
TOTAL NET FINANCIAL BENEFIT TO CITY $1,356,000 $2,471,000  $3,560,000  $5,974,000  $9,637,000 | $273,604,000 | $33,162,000
PLUS OTHER NOT QUANTIFIED
Benefits

Cuosts savings on management of public space and rest rooms
City share of naming rights revenues
Potential revenues from public space o t and of N

Transaction Rent

Potential additional rent for Intracoastal parce! if developed
Cataly pacts on develop area ploy t, and City tax and CRA TIF revenues

improved public parking experience in garage designed to high gquality modern

g rights share upon renegotiation after year 5

Costs
Forsgone net operating income from parking
{limited by need for extensive additional imp ts in refatively near term fulure, given considerable age and condition of garage}

" Present values as of possession/start of construction - approx. 2 years prior to compilstion; PV's do not constitute appraised values




The loss of net revenues from public parking would be limited by the fact that, while recent
repairs provided a necessary stop gap to keep the garage functional and safe, extensive
additional work and cost would need to be incurred in the relatively near term and, even then,
the garage’s useful remaining life could still be limited. Additionally, the new garage will be

designed to high quality modern standards to improve the public parking experience.

Perhaps most importantly, this project represents a great opportunity to enhance the image of
the beach and the City as a whole, draw tourists and investors, and catalyze other new
development and improvements to existing properties, which will support area business,

create jobs, and further increase tax and TIF revenues.



ASSUMPTIONS AND LIMITING CONDITIONS

Information provided by others for use in this analysis is believed to be reliable, but in no
sense is guaranteed. All information concerning physical, market or cost data is from
sources deemed reliable. No warranty or representation is made regarding the accuracy
thereof, and is subject to errors, omissions, changes in price, rental, or other conditions.

The Consultant assumes no responsibility for legal matters nor for any hidden or unapparent
conditions of the property, subsoils, structure or other matters which would materially affect
the marketability, developability or value property.

Financial projections for the project provided by the developer and its consultants
reasonably assume recovery of real estate market conditions from current depressed levels.

Any forecasts of the effective demand for space are based upon the best available data
concerning the market, but are projected under conditions of uncertainty.

Since any projected mathematical models are based on estimates and assumptions, which are
inherently subject to uncertainty and variation depending upon evolving events, The
Consultant does not represent them as results that will actually be achieved.

The report and analyses contained therein should not be regarded as constituting an appraisal
or estimate of market value. Any values discussed in this analysis are provided for

illustrative purposes.

The analysis was undertaken to assist the client in evaluating and strategizing the potential
transaction discussed in the report. It is not based on any other use, nor should it be applied
for any other purpose.

Possession of this report or any copy or portion thereof does not carry with it the right of
publication nor may the same be used for any other purpose by anyone without the previous
written consent of The Consultant and, in any event, only in its entirety.

The Consultant shall not be responsible for any unauthorized excerpting or reference to this
report.

The Consultant shall not be required to give testimony or to attend any governmental
hearing regarding the subject matter of this report without agreement as to additional
compensation and without sufficient notice to allow adequate preparation.



