At the request of the Client, we have calculated the annual ground rent for the subject property payable by
AEG as of September 1 of the years 2012, 2013 and 2014. Altheugh the MOU calls for the subject to be
ground leased to ALG with annual rental payments based on “Fair Market Value,” the client has
requested that the ground rent calculations be based upon the hypothetical condition that the property
is limited to 2 parking use. As such, the ground rent calcuiations are based upon the $6,418,000
concinded Value In Use of the fee simple and air rights inferests in the subject property as of
November 3, 2011, and do not represent Market Value or Fair Market Value as outlinéd in the MOU.
The ground rent calculations will be utilized in negotiations with the proposed developer, AEG, to establish a

ground lease for the subject property.

The draft MOU specifies a 55 year term for the proposed ground lease; although there are no rent escalations
noted for the subject property in the MOU, the proposed lease for the Event Center includes 1.75 percent
annual rent escalations. Based upon our review of the draft MOU and analysis of the market, it is our
opinion that a 1.75 percent rent escalation rate is reasonabie. Although the terms of the MOU require AEG to
construct a parking structure on the subject property and provide the City of Los Angeles with “rent-free” use
of that structure for Los Angeles Convention Center events, while allowing for a reduction in AEG’s annual
ground rental payments commensurate with the City’s use of the property, the client has requested that the
property be appraised assuming that AEG will have exclusive use of the parking structure per subsequent
negotiations between the City and AEG. Please refer to Extraordinary Assumption Nos. 24 and 25.

The market was surveyed for current ground leases, rates of return, and leasing practices of both private firms
and public agencies to derive the estimated net operating income attributable to the land. No recent vacant
land leases were discovered in the area. Therefore, the Value In Use of the land was multiplied by an
appropriate rate of return to derive a ground rental rate for the land. A survey of private firms and public
agencies was therefore conducted to determine their required rates of return on land. The following table
shows the results of that survey:

CJ Segerstrom & Sons Private 9.0 to 10.0%
Teachers Insurance & Annuity Association Private 8.0109.5%
McDonald’s, Canoga Park {Ground Lessee) Private 5.3%
Jack in the Box, Valencia {Ground Lessee) Private 5.3%
Chili’s, Pico Rivera (Ground Lessee) Private 51%
First Industrial Acquisitions, Inc. (Listing) Private 7.5108.25%
City of Long Beach Public 8.0108.5%
County of Los Angeles Public 8.0%
County of Orange Public 8.0109.0%
Los Angeles County MTA Public 6.5%
MWDSC Public 6.0 t0 10.0%
Port of Long Beach ' Public 8.01012.0%
Port of Los Angeles Public 10.0%
San Bernardino County Public 10.0%
Southern California Edison Public 10.0%
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Land leases are typically written for a 5 to 12 percent return on the estimated value of the land. Our records
indicate that municipal agencies, such as The Metropolitan Water District of Southern California, Port
Autborities, and Southern California cities predominantly range from 6.5 to 10 percent. Private firms have
negotiated ground leases in the range of 5.1 to 10 percent. Based on our analysis, we conclude a 7.0 percent
rate of return is appropriate.

In order to calculate the Value In Use of the subject property as of September 1 of 2012, 2013 and 2014, a
future value factor, based upon a 2.0 percent annual growth rate commencing on November 3, 2011, was
applied to the concluded Value In Use (“VIU™) of the fee simple and air rights interests in the subject
property as of November 3, 2011, as agreed with the client. The following table summarizes our calculations
of the Value In Use of the subject property as of September 1 0f 2012, 2013 and 2014: '

L9012 $6,410,000 : 01657200: = $6,516227
912013 $6410000  x 103690344 = 36,646,551
9/1/2014 | 36410000 x| LOSTSAISL| = $6779482 |

The concluded 7.0 percent rate of return was multiplied by the calculated Value In Use of the subject
property as of September 1 of 2012, 2013 and 2014 in order to derive the total annual ground rental rate for
the subject property on each of those dates. The total annual ground rental rates are calculated as foliows:

912012 $6516227) x  7.0% x 1 Year, L $456,136
L 9A/2013 86646551 xi 7.0% % 1Year = $465,259.
012014 86779482 x 0% x| 1Year] = $474,5641

The final conclusions or opinions have resulted from applying an appropriate rate of return on land to the
Value In Use of the subject property for each year, derived by applying a future value factor to the concluded
Value In Use of the subject property as of November 3, 2011, and specifically do not reflect Market Value or
Fair Market Value. Based on the data presented, analysis, and reconciliation, the annual conclusions of
Ground Rent payable by ARG under the terms of the draft MOU are:

As of Septermber 1, 2012 .. rmecnnrcrrssisescsrrsssesseseesssssssassonsssssnsasssassessrsss $456,136
As of September 1, 2013 ............. . SOOI $465,259
As of September 1, 2014 ......ccvcreumrnniene sreenerrensb e sras bt $474,564
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Attachment No. 1
Vacation Request
Convention and Event Center

A. Pico Boulevard - Between the westerly extension of the Concourse, on the
east, and the centerline of Bond Street on the west. Designated a Modified 2-
Way Secondary Highway with a 102’ right of way width.

Vacation Area 1 — An airspace vacation to accommodate the construction of
New Hall over Pico Boulevard. it will also include the airspace within the
intersection of Pico-Boulevard and L A LIVE Way for a portion of the pedestrian
bridge to connect the Bond Street parking garage with the New Hall. The
vacation area is approximately 101,500 square feet.

Vacation Area 2 — A surface and subsurface vacation of portions of the existing
right-of-way between the westerly extension of the Concourse on the east and L
A LIVE Way, on the west to accommodate New Hall's structural columns. The
exact location of the structural columns has not yet been determined. The
vacation area will be provided when the street and subsurface area to be vacated
.is determined.

B. L A LIVE Way' —Between Pico Boulevard on the north and the extension of
Bond Street on the south. Designated a Local Street with a 60’ right of way
width.

Vacation Area 3 — An airspace vacation of the full width of L A LIVE Way south
of Pico Boulevard and extending southerly for a distance of approximately 80’ to
provide for a portion of a proposed pedestrian bridge from the Bond Street
Parking Garage to New Hall and Event Center. The vacation area is
approximately 4,680 square feet.

C. LALIVE Way — between Chick Hearn Court (11" Street) on the north and
Pico Boulevard on the south. Designated a Collector Street with a variable
100" right of way width.

1The name change to LA LIVE Way is pending.



Vacation Area 4 — An airspace vacation along the easterly boundary of L A LIVE
Way commencing at the northerly edge of Pico Boulevard, on the south and
extending to the north for approximately 382’ {o the pedesirian bridge (Area 6)
for a width of approximately 15’ to accommodate a portion of a proposed
pedestrian bridge from the Bond Street Parking Garage to the New Hall. The
vacation area is approximately 5,990 square feet.

Vacation Area 5 — An airspace vacation along the westerly boundary of L A
LIVE Way between Chick Hearn Court (11" Street), on the north and Pico
Boulevard, on the south, for a width of approximately 12’ to accommodate
parking garage pedestrian circulation to be constructed on the exterior easterly
face of the L A LIVE Way Parking Garage between Chick Hearn Court (11"
Street) on the north, Pico Boulevard on the south, L A LIVE Way on the east and
the Caltrans right-of-way on the west and portions of a pedestrian bridge. The
vacation area is approximately 12,960 square feet.

Vacation Area 6 — An airspace vacation of a portion of L A LIVE Way proceeding
southerly from the southerly fine of 12" Street for a distance of 135’ for the full
width of L A LIVE Way 1o accommeodate a pedestrian bridge from the L A LIVE
Way Parking Garage to the Event Center. The vacation area is approximately
13,785 square feet.

Vacation Area 7 — A vacation of the surface and subsurface right- of- way along
the westerly boundary of L A LIVE Way between Pico Boulevard on the south
and 12" Street on the north for a width of 13’ for the construction of the L A LIVE
Way Parking Garage. The vacation area is approximately 7,015 square feet.

Vacation Area 9 — A vacation of the surface and subsurface right- of- way along
the westerly boundary of the L A LIVE Way between12™ Street on the south and
Chick Hearn Court (11" Street) on the north for a width of 13’ for the construction
of the L A LIVE Way Parking Garage. The vacation area is approximately 6,065
square feet.

. 12" Street - between the 1-110 Caltrans right-of-way to the west and L A
LIVE WAY to the east. Designated a Collector Street with a 60’ right of way
width.

Vacation Area 8 — An airspace vacation along 12" Street to provide for
pedestrian and vehicular access and parking on ievels 3 through 8 within the L A

1
The name change to LA LIVE Way is pending.



LIVE Way Parking Garage. The vacation area is approximately 11,030 square
feet.

E. Bond Street — Between Pico Boulevard on the north and the southerly and
easterly terminus of LA Live Way. Designated a local street. With a variable
60’ right-of-way width. :

Vacation Area 10 — A surface and subsurface right-of-way vacation of the
southerly one-half of Bond Street (within the portion of Bond Street under the
jurisdiction of the City of Los Angeles) for a distance of approximately Y
with the remaining right-of-way to function as an alley. A full vacation of the right-

of-way continuing to the southerly terminus of L A LIVE Way for a distance of

approximately ". This vacation will accommodate the construction of the
Bond Street Parking Garage. The vacation area is approximately 17,860 square
feet.

This vacation request has previously been considered and approved as part of
Vesting Tentative Tract Map 70661, approved on January 29, 2009.

Notes:

1. The exact location and width of the vacation areas will be determined prior to the
final street vacation action.

2. All airspace vacations will begin at the height of 14’ above grade.

3. The proposed street widths, configurations and future street dedications will all
be identified and provided prior to the final street vacation action.

1The name change to LA LIVE Way is pending.
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Chicago Title Company

Commercial/Industrial Division,
700 South Flower, Suite 800 Los Angeles, CA 90017 (213) 488-4300

Title Department:

Chicago Title Company
Attn: Dave Balassi
Email: Dave Balassi@CTT.com
Phone: (213) 488-4394
Fax: (213) 488-4360
Order No.: 116743050J-X49

PRELIMINARY REPORT

Property Address: Cherry Street South of Pico
Dated as of: August 1, 2011 at 7:30 am

In response to the application for a policy of title insurance referenced berein, Chicago Title Company
hereby reports that it is prepared to issue, or cause to be issued, as of the date hercof, a policy or policies
of Title Insurance describing the land and the estate or interest therein hereinafter set forth, insuring
against loss which may be sustained by reason of any defect, lien or encumbrance not shown or referred
to as an Exception herein or not excluded from coverage pursuant to the printed Schedules, Conditions
and Stipulations or Conditions of said Policy forms.

The printed Exceptions and Exclusion from the coverage and Limitations on Covered Risks of said Policy
or Policies are set forth in Attachment One. The policy to be issued may contain an arbitration clause.
When the Amount of Insurance is less than that set forth in the arbitration clause, all arbitrable matters
shall be arbitrated at the option of either the Company or the Insured as the exclusive remedy of the
parties. Limitations on Covered Risks applicable to the CLTA and ALTA Homeowner’s Policies of Title
Insurance which establish a Deductible Amount and a Maximum Dollar Limit of Liability for certain
coverages are also set forth in Attachment One. Copies of the policy forms should be read. They are
avatlable from the office which issued this report.

This report (and any supplements or amendments hereto) is issued solely for the purpose of facilitating the
issuance of a policy of title insurance and no lability is assumed hereby. If it is desired that liability be
assumed prior to the issuance of a policy of title insurance, a Binder or Commitment should be requested.

The policy{s) of title insurance to be issued hereunder will be policy(s) of Chicago Title Insurance Company

Please read the exceptions shown or referred to herein and the exceptions and exclusions set forth in
Attachment One of this report carefully. The exceptions and exclusions are meant to provide you with
notice of matters which are not covered under the terms of the title insurance policy and should be
carefully considered.

It is important to note that this preliminary report Is not a written representation as to the condition of
title and may not list all liens, defects, and encumbrances affecting title to the land.

CLTA Prelimisary Report Form - Modified (11-17-06)
Page |



Order No.: 116743050]-X49

SCHEDULE A

1. The estate or interest in the land hereinafter described or referred to covered by this report is:

A Fee

2. Title to said estate or interest at the date hereof is vested in:

City of Los Angeles

3. The land referred to in this report is situated in the State of California, County of Los Angeles and
is described in the Legal Description, attached hereto:

END OF SCHEDULE A

CLTA Preliminary Report Form - Modified (11-47-06)
Page 2



Order No.: 116743050F-X45

LEGAL DESCRIPTION

THAT PORTION OF CHERRY STREET AS SHOWN ON THE MAP OF OFFICIAL MAP NO. 2, IN
THE CITY OF LOS ANGELES, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA,
RECORDED ON JUNE 14, 1989 AS INSTRUMENT NO. 89-958587, IN BOOK 5 PAGES 38 TO 40
OF OFFICIAL MAPS, DESCRIBED AS FOLLOWS:

BOUNDED ON THE NORTHEAST BY THE SOUTHWESTERLY LINE OF PICO BOULEVARD AS
SHOWN ON SAID OFFICIAL MAP; AND

BOUNDED SOUTHWESTERLY BY THE SOUTHEASTERLY PROLONGATION OF THE
SOUTHWESTERLY LINE OF BOND STREET AS SHOWN ON SAID OFFICIAL MAP.

EXCEPT THEREFROM THAT PORTION OF SAID CHERRY STREET DESCRIBED IN THE
DIRECTOR’S DEED FROM THE STATE OF CALIFORNIA TO THE CITY OF LOS ANGELES,
RECORDED MARCH 1, 1994 AS INSTRUMENT NO. 94-415109, OF OFFICIAL RECORDS.

END OF LEGAL DESCRIPTION

CLTA Preliminary Report Form - Modified (11-17-06)
Page 3



Order No.: 116743050J-X49

SCHEDULE B

At the date hereof, items to be considered and exceptions to coverage in addition to the printed

Exceptions and Exclusions in said policy form would be as follows:

1. Taxes, bonds and assessments not covered by this report.

2. An easement in favor of the general public for public street purposes, over all of said land

3. Various oil and gas leases for the terms therein provided with certain covenants, conditions and
provisions, together with easements, if any as set forth therein, executed by various lessors in favor
of Standard Oil Company of California, one of which recorded July 26, 1965 as Instrument No.
3548, of Official Records

Reference is hereby made to said document for full particulars.

Affects that portion of said land lying below a depth of 500 feet from the surface thereof, without
the right to enter upon or use any portion of said land lying above said depth.

No assurance Is made as to the present ownership of the leagehold created by said lease, nor as to
other matters affecting the rights or interests of the lessor or lessee in said lease.

4. The fact that said land is included within the Central Business District, City of Los Angeles
Redevelopment Project Avea, and that proceedings for redevelopment have been instituted.

Recorded: July 22, 1975 as Instrument No. 3675, of Official Records and re-
recorded July 30, 1975 as Instrument No, 3868, Official Records

A Revised Statement regarding property located in said project area was recorded November 30,
2007 as Instrument No. 20072636434, of Official Records.

5.  The terms and provisions of that certain amended and restated assignment agreement, dated as of
August 15, 1993 recorded as Instrument No, 93-1777409 on September 14, 1993, in the Official
Records, as amended by the First Amendment to Amended and Restated Assignment Agreement,
dated as of April 1, 2003, recorded as document no. 98-608528 on April 14, 1998, in the Official
Records, and as further amended by that certain Second Amendment t0 Amended and Restated
Assignment Agreement dated as of June 1, 2003 recorded on June 3, 2603 as Instrument No., 03-
1571690 in the Official Records by and between the Los Angeles Convention and Exhibition
Center Authority and U.S. Bank National Association, and as further amended by that certain Third
Amendment to Amended and Restated Assignment Agreement dated as of October 1, 2008
recorded on October 15, 2008 as Instrwment No. 08-1834755 in the Official Records by and
between the Los Angeles Convention and Exhibition Center Authority and U.S. Bank National
Association.

CLTA Preliminary Report Form « Modified (11-37-06)
Page 4



Order No.: 116743050J-X4%

SCHEDULE B

(continued)

6. The terms and provisions of that certain Indenture of Trust, dated as of August 15, 1993, as

supplemented by (I) that certain First Supplemental Indenture of Trust dated March 1, 1998, (1I)

~ that certain Second Supplemental Indenture of Trust dated April 1, 1998, (IlI) that certain Third

Supplemental Indenture of Trust dated June 1, 2003, and (IV) that certain Fourth Supplemental

Indenture of Trust dated June 1, 2003, by and among U.S. Bank National Association (successor 1o

Bank of America National Trust and Savings Association }, the City of Los Angeles and the Los
Angeles Conventions and Exhibition Center Authority.

7.  The terms and provisions of that certain Trust Agreement dated as of January 1, 1989 by and
between U.S. Bank National Association {successor to Bank of America National Trust and
Savings Association ) and the Los Angeles Convention and Exhibition Center Authority, as
supplemented by (I) that certain First Supplemental Trust Agreement dated as of August 1, 1990,
and (I} that certain Second Supplemental Trust Agreement dated as of August 15, 1993, by and
among the City of Los Angeles, the Los Angeles Convention and Exhibition Center Authority, and
U.S. Bank National Association (successor to Bank of America National Trust and Savings
Association) and (J1I) that certain Third Supplemental Trust Agreement dated as of September
2008, by and among the City of Los Angeles, the Los Angeles Convention and Exhibition Center
Authority, and U.S. Bank National Association (successor to Bank of America National Trust and
Savings Association).

8. Water rights, claims or title to water, whether or not disclosed by the public records.

9. Matters which may be disclosed by an inspection and/or by a correct ALTA/ACSM Land Title
Survey of said land that is satisfactory to this Company, and/or by inquiry of the parties in
possession thereof.

This office must be notified at least 7 business days prior to the scheduled closing in order to
arrange for an inspection of the land; upon completion of this inspection you will be notified of the
removal of specific coverage exceptions and/or additional exceptions to coverage.

10.  Any rights of parties in possession of said land, based on any unrecorded lcaée, or leases.

This Company will require a full copy of any unrecorded lease, together with all supplements,
assignments, and amendments for review.

END OF SCHEDULE B

CLTA Preliminary Report Form - Modified (11-17-06)
Page 5



Order No.: 1167430501-X49

INFORMATIONAL NOTES

Note No. 1: Section 12413.1, California Insurance Code became effective January 1, 1990. This
legislation regulates the disbursement of funds deposited with any title entity acting in an escrow or
sub-escrow capacity. The law requires that all funds be deposited and collected by the title entity’s
escrow and/or sub-escrow account prior to disbursement of any funds. Some methods of funding
may be subject to a holding period, which must expire before any funds may be disbursed. In order
to avoid any such delays, all funding should be done via wire transfer. Funds deposited with the
Company via wire transfer may be disbursed upon receipt. Funds deposited by cashiers checks,
certified checks, and teller’s checks is one business day after the day deposited. Other checks may
require hold periods from two to five business days after the day deposited, and may delay your
cloging. The Company may receive benefits from such banks based upon the balances in such
accounts. Such benefits will be retained by the Company as part of its compensation for handling
such funds.

Note No. 2: The charge where an order is cancelled after the issuance of the report of title, will be
that amount which in the opinion of the Company is proper compensation for the services rendered
or the purpose for which the report is used, but in no event shall said charge be less that the
minimum amount required under Section 12404.1 of the Insurance Code of the State of California.
If the report cannot be cancelled “no fee” pursuant to the provisions of said Insurance Code, then
the mininm cancellation fee shall be that permitted by law.

Note No. 3: California Revenue and Taxation Code Section 18668, effective January 1, 1991,
requires that the buyer in all sales of California Real Estate, withhold 3-1/3% of the total sales price
as California State Income Tax, subject to the various provisions of the law as therein contained,
and as amended.

Note No. 4: Wire Transfers

In the event your fransaction is being escrowed by a Chicago Title office, contact should be made
with the office to obtain corvect wiring instructions. Failure to do so could result in a delay in the
receipt of funds and subsequent closing of your transaction.

Chicago Title will disburse by wire-out only collected funds or funds received by confirmed
wire-in.

The Company’s wire-in instructions are:

Bank: Bank of America
275 Valencia Blvd, 2nd Floor
Brea, CA 62823
Bank ABA No.: 0260-0959-3
Account Name: Chicago Title Company, Broadway Plaza Office
Account No.: 12351-50737
For Credit To: Chicago Title Company

700 South Flower, Suite 800
Los Angeles, CA 90017

Order No.: 116743050)-X49
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INFORMATIONAL NOTES

(continued)

LENDER NOTE: On the DATE you fund the Loan and WIRE Funds to Chicago Tiile and
reference the above Order Number, you must send written NOTICE to
the Title Officer’s Unit by messenger or E-Mail that you sent the Funds.

Chicago Title will send an E-Mail ackaowledging receipt of the funds as
soon as practicable.

Chicago Title will NOT be respoasible for any delay in Closing and
Recording the transaction, ner will Chicago Title be liable for any claim
of lost Interesi unless such written Notice is sent the day of Fanding and
Chicage Title has acknowledged receipt of funds.

Note No. 5: Your appliéation for title insuyrance was placed by reference to a street address or
assessor’s parcel number. Based upon our records, we believe that the description in this report
covers the parcel that you requested.

To prevent errors, we require written confirmation that the legal description contained herein covers
the parce] that you requested.

Note No. 6: The plat, (map), which is attached to this report, is to assist you in locating land with
reference to streets and other parcels. While this plat is believed to be correct, the Company
assumes no liability for any loss occurring by reason of reliance thereon.

Note No. 7: The policy of title insurance will include an arbitration provision. The Company or the
insured may demand arbitration. Asbitrable matters may include, but are not limited to, any
controversy or claim between the Company and the insured arising out of or relating to this policy,
any service of the Company in connection with its issuance or the breach of a policy provision or
other obligation. Please ask your escrow or title officer for a sample copy of the policy to be issued
if you wish to review the arbitration provisions and any other provisions pertaining to your Title
Insurance coverage,

Note No. 8: The policy to be issued may contain an arbitration clause. When the Amount of
Insurance is less than the amount, if any, set forth in the arbitration clause, all arbitrable matters
shall be arbitrated at the option of either the Company or the Insured as the exclusive remedy of the
parties.

CLTA Preliminary Report Form - Modified (11-17-06}
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INFORMATIONAL NOTES

(continued)

Note No. %: Important notice regarding documents {o be recorded in the Los Angeles County.
Please review the following CRITICAL MESSAGE from the Los Angeles County Recorder’s
Office as it will likely impact your closing:

SUBJECT: ACCEPTANCE OF NOTARY ACKNOWLEDGEMENTS

Effective May 1, 2008, the Los Angeles Registrar-Recorder/County Clerk’s Office will work
diligently to be more efficient ip examining notary acknowledgements as our part in minimizing
notary fraud. In ouwr efforts, we will strictly adhere to the following requlrements for accepting
Notary Acknowledgments/Certificates:

*  Notaries must comply with the requirements set forth by the state where the oath is
" administered.

»  Notary Acknowledgments/Certificates may not contain white-out, corrective tape, arrows
and/or asterisks.

¢ Notary Acknowledgments/Certificates completed by a California Notary that are destined for
recording in the County of Los Angeles must be presented exactly in the form prescribed by
Civil Code Section 1189(a)(1).

A Notary Acknowledgment/Certificate that does not meet existing state requirements in addition to
the requirements set forth above may not be re-submitted after it has been rejected by the Recorder.
A pew Notary Acknowledgment/Certificate will be required when re-submitiing a rejected
document.

If you have any questions, please contact the Registrar-Recorder/County Clerk at {(562) 462-2125.
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INFORMATIONAL NOTES

(continued)

ATTACHMENT ONE

PRIVACY STATEMENT

IMPORTANT INFORMATION:

Eor those of veu receiiring this report by electronic delivery the Privacy Statement and Attachment
One are linked to this report. Please review this. information by selecting the link. For those of vou
whe are receiving a hard copyv of this report, a copy of this information has been submitted for your
review.
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