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Increment Redevelopment Flan and Project ("North Loop TIF Plan") ,
an ordinance establishing the North Loop Tax Increment
Redevelopment Project Area ("North Loop Project Area") and an
ordinance authorizing tax increment allocation financing for the
Nerth Loop Project Area ("TIF Adoption Ordinance®) were each
approved by the City Council on June 20, 1984, The North Loop TIF
Plan, as previously amended in September, 1987, was amended and
supplemented by, and incorporated into, that certain Central Loop
Tax Increment Financing Redevelopment Project and Plan ("Central
Loop TIF Plan") by ordinance of the City Council adopted on
February 7, 1997. Also by ordinances of the City Council adopted

on February 7, 1997, there was established the "Central Loop

Project Area" resulting from expanding the North Loop Project Area

by ineluding an Added Area, and there was approved and adopted.tax

increment financing for the Added Area within the Central Loop
Project Area. The Redevelopment Plan and the North Loop TIF Plan,
ag amended by Part B of (and otherwise supplemented by) the Central
Loop TIF Plan (sometimes herein called the "TIF Plan"), are
collectively referred to as the "Redevelopment Documents'.

D. The City is authorized under the provisions of the Tax
Increment Allocation Redevelopment Act, 65 ILCS 5/11-74.4-1 et geq.
(1996), as amended from time to time ("TIF Act"), to finance
projects that eradicate blighted conditions through the use of tax

increment allocation financing for redevelopment projects.
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obtaining the cooperation of any City agency with regard to the
relocation, repair or replacement of existing utility lines. Under
no circumstances shall the City be financially responsible for the
relocation, repair or replacement of any utility lines as a result
of the Agreement.

4.9 Commencement and Completion of the Project., Developer
shall commence with the construction of the Project within thirty
(30) days from the igsuance of the first building permit affecting
the Project, the application for which Developer shall timely

submit and diligently pursue. Except as otherwise provided in the

Agreement, Developer shall complete the Project las evidenced by

the issuance of the Inspector’s Certificate regarding the
substantial completion of the Project and the subsequent completion
of any "punch list" items), subject to such Permitted Delays as are
degcribed in subsection 5.2 below, within fifteen (15) months from
the commencement date. Developer agrees for itself, its successors
and assigns, that Developer, its successors and assigns, shall
promptly begin and diligently complete the Project within the time
periods specified in this subsection 4.9.

4.10 Barricades) Security for the Building. Prior to the
commencement of any construction activity requiring barricades,
Developer shall install a construction barricade of a type and
appearance satisfactory to the City and constructed in compliance
with all applicable federal, state or City laws, ordinances and

regulations. The City shall have the right to approve the







maintenance, appearance, color scheme, painting, nature, type,
content and design of all barricades.

‘Prior to clooing and conveyance of the Building and the
Property to Developer, Developer shall submit evidence satisfactory
to the City of a security plan to be in effect during the
construction of the Project, to prevent damage or theft from
occurring to the Building or its contents. At closing, Developer
shall deliver to the City an executed contract with a security
service affecting the Building to be in effect as of the closing
date. The City shall be immediately notified of any cancellation
of the security contract, and be advised of Developer’s efforts to
obtain an alternative security service contract.

4.11 Signe and Public Relations. CDCeveloper shall erect a
gign of size and style approved by the DPD in a conspicﬁous
location at the Building during the construction of the Project,
indicating that financing for the Project has been provided by the
City. The City reserves the right to include the name, photograph,
artistic rendering of the Project and other pertinent information
regarding Developer, the Project and the Building in the City's
promotional liter#ture and communications.

4.12 Qortificate of Completien. As the construction of the
Project is completed in accordance with the approved Working
Drawings and Specifications, the Agreement, the Redevelopment
Documents and, if applicable, the Landmarks Ordinance and the
Preservation Easement {as evidenced by the issuance of the Final

Inspector’s Certificate, as described above), the <City, upon
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written request by Developer, shall furnish Developer with an
appropriate Certificate. The Certificate shall be a conclusive
determination of satisfaction and termination of the covenants in
the Agreement with respect to the obligations of Developer and its
successors and assigns to complete the Project. The Certificate,
however, shall not constitute evidence that Developer has complied
with any applicable provisiona of federal, state and local laws,
ordinances and regulations with regard to the completion of the
Project, nor shall it serve as any "guaranty" of the structural

soundness or quality of the conatruction of the Project, nor shall

it serve to release Developer, or its successgors and asseigng, from

its obligations contained in the Preservation Easement or as
described in Section VII of the Agreement,

The Certilicate shall be in recordable form. Upon written
request by Developer for the Certificate, the City, within twenty
{20) days after receipt of the same, shall undertake an inspection
of the Building and the Property accompanied by a representative of
Developer and thereafter provide Developer either with the
Certificate or a written statement indicating in adequate detail
how Developer has failed to complete the Project in conformity with
the Redevelopment Documents, the Agreement, the Working Drawings
and Specifications, and the Preservation Easemant, or is otherwise
in default, and what measures or acts will be necessary, in the
reagonable opinion of the City, for Developer to perform in order
to obtain the Certificate. Developer shall promptly, but in all

events within sixty (60) days, correct any such nonconformity or
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default. Upon compliance with the City's requirements, Developer
shall reaubmit a written request for a Certificate from the City.

4.13 Insurance.

Developer shall provide and maintain at Developer's. own
expense, or cause its General Contractor and Subcontractors to
provide and maintain, during the Term of the Agreement, the
insurance coverages and reguirements specified below, insuring all
operations related to the construction of the Projec: and the terms
and provisions of the Agreement.

Insurange To Be Provided.

(a} Workers Compensatijon and Emploverg Liability Insurance.
Workers Compensation and Employers Liability Insurance, as
prescribed by applicable law covering all employees who are to
provide a service under the Agreement and Employers Liability

coverage with limits of not less than $500,000 for each accident or

illness.
(b)  GCommergial General Uiability Insurance (Primary and
Umbrella). Commercial General Liability Insurance or equivalent

with limits of not less than $2,000,000 per occurrence, combined
single limit, for bodily injury, personal injury, and property
damage liability. Coverages shall include the following: all
premises and operations, products/completed operations (for a
minimum of two (2) years following project completion), explosion,
collapse, undarground, independent contractors, separation of
insureds, defense, and contractual liability (with no limitation

endorsement). The City, its employees, elected officials, agents,
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and representatives are to be named as additional insureds on a

primary, non-contributory basis for any liability arising directly

or indirectly from the work.
{c) ] phity Insu

When any motor vehicles (owned, non-owned and hired) are used in

connection with work to be performed, Developer shall provide

Comprehensive Automobile Liability Insurance with limits of not
less than $2,000,000 per occurrence, combined single limit,
for bodily injury and property damage. The City is to be named as
an additional insured on a primary, non-contributory basis.

(d) ALl Risk Builders Risk Insurance. During the
undertaking of the Project and any subsequent repair work,
Developer or the General Contractor shall provide or cause to be
provided All Risk Builders Risk Insurance, at replacement coat, for
materials, supplies, equipment, machinery and fixtures that are or
will be part of the permanent facility. Coverages shall include
but not be limited to the following: right to partial occupancy,
material stored off-gite and in-transit, boiler and machinery,
earth movement, flooed including surface water backup, sewer backup
and seepage, coilapae, water damage, debris removal, faulty
workmanship ox materials, testing, and mechanical-electrical
braakdown. The City and Lender shall be named as loss payee.

(e) Contractors Pollution Liability Ingurance. When any work

related to the Project 1s undertaken which may cause an

gnvironmental exposure, Developer shall provide or cauge to be
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provided Contractors Pollution Liability Insurance with limits of
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not less than $1,000,000 insuring bodily injury, property damage,
and environmental clean-up costs. The City is to be named as an
additional insured on a primary, non-contributory basis,

(£} All Rigk Property Ingurance. At closing, Developer shall
obtain All Risk Property fnsurance concerning the Property, and all
improvements thereon, and obtain insurance coverage in the amount
of the full replacement value of the facades of the Building to the
gtandard as established in accordance with the satatus of lthe
Building as a Chicago landmark. Upon completion of the Project as
evidenced by the issuance of the Final Inspector’s Certificate,
Developer shall provide All Risk Property Insurance in the amount
of full replacement value of the Property including improvements
and betterments to protect against loss or damage to or destruction
of the facility, with a gspecial endorsement to the insurance policy
covering the full replacement value of the facades of the Building.
Coverage extensions shall include boiler and machinery, collapse,
gewer back-up, sprinkler leakage and flcod. The City and Lender
shall be named as loss payees.

In the event of any damage or destruction to the Building
caused by fire of other hazard, the insurance proceeda ghall be
utilized toward the renovation and rehabilitation of the Building;
provided, however, that prior to the issuance of the Certificate by
the City, if Developer ana the City conclude that the Project
improvements are destroyed beyond repair and will not be rebuilt,
Developer and the City shall share in the insurance proceeds on the

basis of their respective financial contributions toward the
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campletion of the Project (including the acquisition costs for the
Property and the amounts expended by the City for the renovation of

the facades of the Building, except in the event that the City

exercises its option to acquire the Property as provided for in

this paragraph). In such event, at the sole option of the City (to
be exercised, if at all, in connection with the disbursement cf

proceeds of insurance resulting from any such casualty), the City

may elect to have the Property conveyed by Developer to the City
for nominal consideration.

If the Project improvements are destroyed beyond repair
subsequent to the issuance by the City cf the Certificate but prior
ro the expiration of the Term of the Agreement, and if Developer,
Lender (if any) and the City mutually conclude that the Project
improvements are destroyed beyond repair and will not be rebuilt,
then the insurance proceeds shall be distributed in the following
order: (1) the Lender shall be repaid any amounts due and owing
under the First Mortgage (or its replacement); (2) Developer shall
be entitled to a reimbursement of all of its reascnable Project
costs as certified by Developer, and reasonably approved by, the
City; (3) the City shall be reimbursed for the amounts disbursed of
the City’'s Financial Contribution; and (4} any remaining sums not
urilized in (1) and (3) above shall be distributed to the City and
Developer on a pro-rata basis determined by each party’s respective
contribution expended on the Project and the redevelopment of the

Property. Furthermore, at the sole option of the cCity (to be
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exercised, 1if at all, in connection with the disbursement of
proceeds of insurance resulting from any such caasualty), the City

may elegt to.have the Property conveyed by Developer to the City

+
5L R

for nomitfal- donsideration.

TR

(g) professional Lialility Insurafice. When any architects,
engineers, the General Contractor or other professional consultants
perform work in connection with the Agreement, Professional
Liability Insurance covering acts, errors, or omissions shall be
maintained with limits of not less than $1,000,000. Coverage shall
include contractual liabilicy. When policies are renewed or
replaced, the policy retroactive date must coincide witﬁ, or
precede, start of work on the Agreement. A claima-made policy
which is not renewed or replaced must have an extended reporting

pericd of two (2} years.

(h)  valuable Papers Insurance. When any plans, designs,

drawings, specifications and documents are produced or used under
the Agreement, Valuable Papers Insurance shall be maintained in an
amount to insure againat any loss whatsocever, and shall have limits
gsufficient to pay for the re-creation and reconstruction of such
records.

Additional Requirements:

{aa) Developer will furnish the DPD original Certificates of
Insurance evidencing the required coverage to be in force on the
date of this Agreement, and Renewal Certificates of Insurance, or
such similar evidence, if the coverages have an expiration or

renewal date occurring during the Term of the Agreement. The
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Developer shall submit evidence of insurance on the City cf Chicago

I

-."1ég?§ﬂpé;§§r§ificate Form or equivalent at or prior to the closing
e Ed}-the Property.

{bb) The receipt of any certificate does not constitute
agreement by the City that the insurance requirements in the
Agreement have been fully met or that the insurance policies
indicated on the certificate are in compliance with all Agreement
requirements. The failure of the City to obtain certificates or
other insurance evidence from Developer shall not be deemed to be
a waiver by the City. Developer shall advise all insurers of the
Agreement provisions regarding insurance, Non-conforming insurance
shall not relieve Developer of the obligation to provide insurance
ags gpecified herein. Nonfulfillment of the insurance conditions
may constitute a violation of the Agreement, and the City retains
the right to stop work or suspend the Agreement until proper
evidence of insurance is provided.

{cc) The insurance shall provide for sixty (60) days prior
written notice to be given to the City in the event coverage is
substantially changed, canceled, or non-renewed.

(dd) Any and all deductibles or self insured retentions on
referenced insurance coverages shall be borne by Developer.

(eae) Devaloper agrees that insurers shall waive their rights
of subrogation against the City of Chicago, its employees, elected
officials, agents, or representatives,

(E£) Developer expressly understands and agrees that any

coverages and limits furnished by Developer shall in no way limit
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the Developer’s liabilities and responsibilities specified within
the Agreement documents or bx_%éw.

(gg) Developer expressly understands and agrees that any
insurance or self insurance programa maintained by the City of
Chicago shall apply in excess of and not contribute with insurance
provided by the Developer under the Agreement,

(hh) The required insurance shall not be limited by any
limitations expressed in the indemnification language herein or any
limitation placed on the indemnity therein given as a matter of
law,

{ii) Developer shall require the General Contractor and all
Subcontractors to provide the insurance required herein or
Developer may provide the coverages for Subcontractors. All
Subcontractors shall be subject to the same insurance requirements
of Developer.

(i3} If Developer or Subcontractor desires additional

coverages, the Developer and each Subcontractor shall be

fesponsible for the acquisition and cost of such additional

protection.

{kk) The Cit? of Chicago Risk Management Department maintains
the right to modify, delete, alter or change these requirements.

4.14 Prohibition Against Unpermitted Encumbrances.

Prior to the completion of the Project as certified by the
City, neither Developer nor any successor in interest to the
Property shall engage in any financing or other transaction the

effect of which creates an encumbrance or lien upon the Property;
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E. The Redevelopment Documents set forth: (i) the City’s
general objectives for the Redevelopment Area; and (ii) certain
specific planning and design criteria for the Redevelopment Area.

F. The City owns fee simple title to that certain parcel of
real estate ("Broperty!) referred to as Parcel 358-1 of the
Redevelopment Area, which is situated at 32-36 North State Street,
Chicago, Illinois and legally described on Exhibit A attached
hereto,

G. The Property i8 presently improved with a fourteen story

office building commonly known as the Reliance Building

("Building”) and designated a Chicago landmark pursuant td that

certain ordinance {"Landmarks Ordinance") adopted by the ity
Council of the City on July 11, 1975. The Building is also ligted
on the Illinols Regiater of Historic Places and the National
Register of Historic Places, and is alsoc designated a National
Historic Landmark.

H. The City has previocugly commissioned a study of the
Building ("Historic Strxucturea Report"), consisting in part of
exterior and interior surveys, the history of the Building, and
recommendations for the restoration of the exterior and cthe
interior of the Building, the Historic Structures Report being

dated as of July 11, 195%4.

I, Pursuant to the terms of that certain Project Management

5

Agreement dated as of November 30, 1994, the City caused the

undertaking and completion of certain restoration work on the
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provided, however, that Developer, subject to compliance with the
Agreement and after receiving the prior written consent of the
City, shall be permitted to obtain financing solely to obtain the
First Mortgage as described in subsection 4.7(a) above to the
extent necessary for completing the Project.

4.15 Mortgagees Not Obligated tc Construgt. Notwithstanding
any of the provisions of the Agreement, the holder of any mortgage
or itg affiliate authorized by the Agreement {including any holder
who obtains title to the Property or any part thereof as a result
of foreclosure proceedings, or by deed transfer in lieu thereof)
shall not be obligated by the provisiona of the Agreemeht to
congstruct or complete the construction of the Project or to
guarantee such construction or completion; provided, however,
nothing in this subsection 4.15 or any section of the Agreement
shall be deemed or conatrued to permit or authorize any such holder
or its affiliate to devote the Property or any part thereof to any
uses, or to construct any improvements thereon, other than those

uses or improvements provided for or permitted in the Redevelopment

Documents, the Preservation Easement and the Agreement, includiné,

without limitation, subsections 5.3(d) and (e} of the Agreement.
In the event, however, that Developer has obtained Lender
Financing, if the Lender, due to the occurrence of a breach by
Developer of its obligations under the First Mortgage (or its
replacement) or the Agreement, obtains possession or title to the
Property by foreclosure or deed in lieu of foreclosure, the Lender

may be entitled, upon receipt of written approval by the DPD, to
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utilize any unspent funds from the City’s Financial Contribution to
complete the Project as described in the Agreement, so long as
Lender complies with the terms and conditions of the Agreement.
Whenever the City shall deliver a notice or demand with
respect to any breach or default by Developer of its obligations
under the Agreement, the City shall at the same time forward a copy
of such notice or demand to any mortgagee whose address has been
given in writing to the City. After any such default by Developér,
each mortgagee shall (inscofar as the City is concerned) have the

right, at the mortgagee’s option, to remedy such default,

Whenever the mortgagee shall deliver a notice or demand to

Developer with respect to any breach or default by Developer of its
obligations under the First Mortgage, the mortgagee shall at the
same time forward a copy of such notice or demand to the City at
the addresses listed in subsection 8.10 below. After any such
default by Developer, the City and each mortgagee shall have the
right to remedy such default to the extent such default is
gsusceptible to being cured.
SECTION V
RERFORMANCR
$.1 Tigpe of the Essence. Time is of the essence of the
Agreement,

5.2 Permitted Delaym. Neither the City, Developer, or any

successor in intereat to Developer, shall be considered in breach
of its obligations with raspect to the commencement and completion

of the Project in the event of delay in the performance of such
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obligations due to causes, whether foreseeable or unforeseeable,
beyond such party’'s control and without such party’s fault or
negligence, including but not limited to, any delays or halts in
the restoration, renovation, rehabilitation and construction of the
Project which are compelled by court order, acts of God, acts of
the public enemy, acts of the United States, acts of the other
party, fires, floods, epidemics, quarantine restrictions, strikes,
industry-wide lockouts, inability to obtain materials, work
stoppages, embargoes and unusually severe weather or delays of
contractors or subcontractors due to any such cause (collectively,
“Permitted Delaya"), The time for the performance of the
obligations shall be extended only for the period of the Permitted
Delays if the party seeking the extension shall request it in
writing of the other party within twenty (20) days after the
beginning of any such Permitted Delays.

5.3 Breach.

(a) Generally. Except as otherwise provided in the
Agreement, in the event of default by any party or its successor in
interest in the performance of its obligations under the Agreement,
such party or succesaor, upon written notice from the other, shall
proceed to immediately cure or remedy such default but, in any
event, not later than aixty (60) days after receipt of such notice.
In the event such action is not diligently pursued or the default
not cured within such time, the aggrieved party may institute such
proceedings at law or in equity as may be necessary or desirable in

its sole discretion to cure and remedy such default, including but
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not limited to, proceedings to compel specific performance by the
party in default of its obligations.

(b Event of Default. For purposes of the Agreement, the
occurrence of any one or more of the following, which remains
uncured during the cure period afforded by subsection 5.3(a) abova
unless a different cure pericd is specifically provided with
respect to any item set forth in this subsectien 5.3(b} below,
shall constcitute an "Event of Default":

(1} If, during the Term of the Agreement, any covenant,
warranty, representation or statement made or furnished
by Developer under the Agreement (including the
covenants, representations and warranties of Developer
described in subsection 2.1 above) has been breached or
is not true and correct in any material respect and
remains uncured after the cure period afforded by
subsection 5.3(a); or

{2) If any petition is filed by or against Developer under
the Federal Bankruptcy Code or any similar state or
federal law, whether now or hereinafter existing {(and in
the case of involuntary proceedings, failure to cause the
same to be vacated, stayed or set aside within sixty (60)
days after £filing); or

{3) Failure of Developer to develop the congtruction
documents in accordance with subsection 4.4 above; or

(4) 1If, unleas otherwise governed by the terms and conditions

set forth in subsection 5.2 concerning Permitted Delays,
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{5)

{6)

Developer defaults in fulfilling its obligations with
respect to the completion of the Project (including the
nature of and the dates of the beginning and completion
therecf) or abandons or substantially suspends renovation
or construction work, and such default, violation,
abandonment or suspension shall not be cured, ended or
remedied within thirty (30) days of the date Developer
receives written demand by the City to cure such default;
Qr

Failure of Developer, consistent with the terms of this
Agreement, to devote and use the Building and the
Property as set forth in subsection 4.1 above and
subsection 7.2 below; or

Failure of Developer to pay real estate taxes or
agsegsments affecting the Property or any part thereof
when due, or placing thereon any encumbrance or lien
unauthorized by the Agreement, or suffering any levy or
attachment to be made, or any materialmen’s or mechanics’
lien, or any other unauthorized encumbrance or lien to
attach to the Property or any part thereof, and such
taxes or assessments shall not have been paid, or the
encumbrance or lien removed or discharged or provision
satipfactory to the City made for such payment, removal
or discharge within sixty (60) days after written demand
by the City to remove such lien or encumbrance, or

gecurity is posted with the City or the Title Company
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sufficient to satisfy such liens and costs; or

Default by Developer in the payment of any sums required

to be paid by Developer pursuant to the Agreement, the
First Mortgage Note or the Covenant of Performance, at
the times specified therein or as a consequence of
redemption or acceleration; or

The occurrence of an event of default within the context
of the First Mortgage or the Covenant of Performance; or
Failure to comply with the public policy covenants and
other provisions as described further in Section VII
below, and such default continues for a periocd of sixty
(60) days after delivery of notice; or

Any agsignment, pledge, encumbrance, trangfer,
hypothecation or other disposition is made in viclation
of subsection 8.2 below or elsewhere in the Agreemant; or
Failure to comply with Developer’s Employment Cpportunity
Obligation provisions of 8Section VI and the various
subsections thereof,

(¢) Prier to Conveyance of the Property. If, from the
execution date of the Agreement and before the City conveys to
Developer the Deed to the Property, Developer defaults in any
specific manner as described in paragraph (b} of this subsection
5,3, and fails to timely cure such default after the delivery cf
notice of default pursuant to subsection 5.3(a) or (b), as
applicable, the City may, upon delivery of written notice to

Developer and Lender, if any, immediately terminate the Agreement
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and institute any action or proceeding at law or in equity against
Developer.

(d)  After Convevance of the Property Until Issuance of
Qertificate. If, subsequent to the conveyance of the Property to
Developer by the City and until the City issues its Certificate,
Developer defaults in any specific manner as described in paragraph
(b) of this subsection 5.3, then the City, after written notice to
Developer and opportunity to cure pursuant to subsection 5.3{a)'or
(b), whichever is applicable, may declare any amounts due and owing

under the Covenant of Performance to be due and payable immediately

upon any such declaration. In addition, the City shall have the

right to re-enter and take possession of the Property, to terminate
the estate conveyed by the Deed to said Property to Developer as
well as Developer's right of title and all other rights and
interests in and to the Property conveyed by the Deed to Developer,
and revest title in said Property with the City; provided, however,
that the acquisition of the Property by the City as described in
this paragrapit shall always be limited by, and shall not defeat,
render invalid, or limit in any way (other than that which has been
limicted by the terms of the First Mortgage), the lien of the First
Mortgage authorized by the Agreement for the protection of Cthe
holders of the First Mortgage.

Upon the acquisition by the City of title to the Property as
degcribed in this subsection 5.3(d), the City may elect to complete
the Project by utilizing the City's Financial Contribution and such

other funds as are necessary to complete the Project, including,
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without limitation, funds to be provided by Daniel T. McCaffery
pursuant to the Completion Guaranty, and by, if necessary, the
hiring of an alternative General Contractor to <complete thae
Project. Upen Completion of the Project, the City shall employ its
pest afforts to convey the Property through the issuance of a
requast for proposala ("RFP") to a Subsequent Developer who is a
gualified and financially responsible party or parties as
decermined by the City, and which shall assume the obligation of
utilizing and cperating the Building (perhaps for a non-hotel usge,
if necessary) to the sgatisfaction of the City and in accordance
with the usea gpecified for the Property in the Redevelc.apment
Documents and the Agreement. The proceeds from the sale of the
Property by the City to the Subsequent Developer shall be utilized
and distributed to the holder of the First Mortgage, as 'is
necessary to satisfy the same, and thereafter in accordance with
the provisions described in subsection 5.3(f) below.

In the alternative, upon the acquisition by the City of title
to the Property as described in this subsection 5.3(d), the City
may elect to issue an RFP or enter into a negotiated sale to choose
a Subsequent Developer willing to acquire and thereafter redevelop
the Property. The Subgequent Developer shall be selected based on

the following criteria (listed in terms of priority):
FIRST: the ability to complete the Project in aceordance

with the terms and conditions of the Redevelopment

Documents and the Agreement and, upon the issuance

of the Certificate by the City, to utilize and

65

£1991986







operate the Building as a first class hotel, to the
satiasfaction of the City and in

accordance with the uses specified for the Property
in the Redevelopment Documents and the Agreement.
the ability to redevelop the Property for purposes
congistent with the Redevelopment Documents and the
objectives of the City.

The sale and conveyance of the Property to the Subsequent
Developer shall be undertaken in accordance with all applicable
federal, state and local laws, ordinances and regulations and
consistent with the objectives of the Redevelopment Documents and
the Agreement.

{e) After Issuance of Certificate. Subsequent to the
issuance of the Certificate until the expiration of the Term of the
Agreement, Developer agrees to utilize the Property as a first
class hotel, consistent with the Redevelopment Documents and the
Agreement, and to comply with the terms of the Preservation
Easement {which easement shall survive the Term). Developer,
however, is permitted to convey the Property to an entity willing
and able to operate and utilize the Property as a first class
hotel. The selection of the entity shall be subject to the

reasonable approval of the Commissioner. Such entity shall be

obligated to continue to comp.,; with the Redevelopment Documents,

the Agreement, and the Preservation Easement as is appropriate.
In the event that Daveloper, subsequent to the issuance of the

Certificate until the expiration of the Term of the Agreement,
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ceases to operate the hotel at the Property, or if the Building is
converted to a use other than a hotel use, then in such event
Developer shall pay to the City such amountsa then due and owing in
accordance with the Covenant of Performance. Developer or any
guccessor entity, however, must continue to comply with the terms
of the Preservation Easement.

In the event that, subsequent to the issuance of the
Certificate until the expiration of the Term of the Agreement, the
permanent lender forecloses against the Property, or Developer
gives to the permanent lender a deed toc the Property in lieu of
forecloaure, the use restrictions as described in the Redevelopment
Documents and the Agreement shall terminate but the terms and
conditions of the Preservation Easement shall continue to run with
the land. In such event, however, Developer shall pay to the City
such amounts then due and owing in accordance with the Covenant of
Performance.

(#) Distribytion of Sale Proceeds. Upon the selection of
the Subsecquent Developer pursuant to the provisions contained in

subgéction 5.3(d) or §.3{e), and the conveyance of the fee title to

the Property from the City to the Subsequent Developer, the

proceeds from said conveyance shall be utilized first to reimburse
the City for:

{a) costs and expenaéa incurred by the City with regard to

the reconveyance of the Property from Developer, and the

management and subsequent cconveyance of the Property to

the Subsequent Developer;
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exterior of the Building (the "Phase Il Improvements", as such term
is defined in the Project Management Agreement).

J. In aqcordance with the terms of the Agreement, the City
will convey fee simple title to the Property to Developer, who
shall preserve and restore the Building, including the retention

and restoration of the historic interior of the Building, in

accordance with the Landmarks Ordinance, the Historic Structures

Report and the terms and conditions of the Agreement (the "Project"
as more fully described below) .

K. In order to ensure the preservation and maintenance of the
historic features of the Building {(including, without limitation,
the facades), Developer and the City shall enter into an easement
agreement ("Preservation Easement"), a copy of which is attached
hereto as Exhibit N.

L. The City (as further described in the Agreement) has
agreed to pay for or reimhurse Developer for certain activities in
conjunction with the undertaking of the Project utilizing
Incremental Taxes (as hereinafter defined) collected as a result of
the TIF Adoption Ordinance and/or the proceeds derived from the
sale of City of Chicage Tax Increment Allocation Bonds (Central
Loop Redevelopment Project), Series 1997, and more particularly the
taxable Series 19978 portion therecof {"Bonds"}.

M. Developer and the City acknowledge that the implementation
of the policies and provisions described in the Redevelopment
Documents and the Agreement will be of mutual benefit to Developer

and the City,
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all taxes, assessments, and water and sewer charges with
respect to the Property;

any payments made or necessary to be made (including
attorneys’ fees) to discharge or prevent from attaching
or being made any subsequent encumbrances or liens due to
obligations, defaults or acts of Developer, its
successgsors or transferees;

any expenditures made or obligations incurred with
respect to construction and maintenance of any Project

improvements censtructed on the Property; and

(e} any other amounts owed to the City by DevelOpef, its

successors or transfereeg.

Any remaining sums shall be distributed to Developer..

5.4 Waiver and Zstoppel. Any delay by the City in
inastituting or prosecuting any actions or proceedings or otherwise
asgerting its rights shall not operate as a waiver of such rights
or operate to deprive the City of or limit such rights in any way.
No waiver made by the City with respect to any specific default by
Developer shall be construed, considered or treated as a waiver of
the rights of the City with respect to any other defaults of
Developer.

5.5 Indemnity. Developer hereby agrees to indemnify, defend
and hold the City harmless from and against any logses, costs,
damages, liabilities, claims, suits, actions, causes of action and
expenses (including, without limitation, attorneys’ fees and court

costs) suffered or incurred by the City arising from or in
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connection with and to the extent of: (i) the failure of Developer
to perform its obligations under the Agreement; (ii} the failure of
Developer or any contractor to pay contractors, subcontractors or
materialmen in connection with construction of the Project; (iii)
a material misrepresentation or omission in the Redevelopment
Documents or the Agreement (or cother document relating thereto)
which is the result of information supplied or omitted by Developer
or by agents, employees, contractors or persons acting under ﬁhe
control or at the request of Developer; (iv) any activity
undertaken by Developer at the Property; and (v} any claim or cost

relating te the soil and environmental condition of the Property.

5.6 Agcess to the Property. Subsequent to the acquisition of

the Property by Developer until the expiration of the Term of the

Agreement, any duly authorized representative of the DPD shall; at
all reasonable times and upon reasonable notice to Developer
(except in the event of an emergency), have access tc the Property
for the purpose of confirming Developer’s compliance with the
Agreement, the Redevelopment Documents, or both,

5.7 Qitv’'s Right to Inopect Records. Developer agrees that
the City shall have the right and authority to review and audit,
from time to time, Developer’s books and records relating to the
Praject, including, without limitatioen, Developer’s loan
statements, general contractor‘s gworn statements, general
contracts, 9gubcontracts, purchase orders, waivers of lien, paid
receipts and invoices. All such books, records and other documents

shall be available at the offices of Developer for inspection,
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copying, audit and examination at all reasonable timea'by any duly

authorized representative of the DPD.
SECTION VI
DEVELOPER'S EMPLOYMENT OPPORTUNITY OBLIGATION

6.1 Employment Opportunity. Developer agrees for itself and

its successors and assigns, and shall contractually obligate its or
their various contractors, subcontractors or any Affiliate of
Developer operating on the Property (collectively, with Developer,
the "Employers" and individually an "Employer") to agree, that
during the Term of the Agreement with respect to Developer and
during the period of any other party‘s provision of services in
connection with the construction of the Project or occupation of
the Property:

A, No Employer shall discriminate against any employee or
applicant for employment based upon race, religion,
color, sex, national origin or ancestry, age, handicap
or disability, sexual orientation, military discharge
status, marital status, parental status or source of
income as defined in the City of Chicago Human Rights
Ordinance, Chapter 2-160Q, Section 2-160-010 ef geg.,
Municipal Code of Chicago, except as otherwise provided
by said ordinance and as amended from time to time (the
"Human Rights Ordinance"). Each Employer shall take
affirmative action to ensure that applicants are hired
and employed without discrimination based upon race,
religion, color, sex, national origin or ancestry, age,
handicap or disability, sexual orientation, military
discharge status, marital scatus, parental status or
source of income and are treated in a non-
discriminatory manner with regard to all job-related
matters, including without limitation: employment,
upgrading, demotion, or transfer; recruitment o
racruitment advertising; layoff or termination; rates
of pay or other forms of compensation; and selection
for training, including apprenticeship. Each Employer
agrees to post in conspicucus places, available to
employeea and applicants for employment, notices to be
provided by the City setting forth the provisions of
this nondiscrimination clause. In additien, the
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Employers, in all solicitations or advertisements for
employees, shall state that all qualified applicants
shall receive consideration for employment without
discrimination based upon race, religion, color, sex,
national origin or ancestry, age, handicap or
disability, sexual orientation, military discharge
status, marital status, parental status or source of
income.

R, Each Employer shall comply with all federal, state and
local equal employment and affirmative action statutes,
rules and regulations, including, but not limited to,
the Human Rights Ordinance, and the Illincis Human
Rights Act, 775 ILCS 5/1-101 et geg. (1993), and any
sghsequent amendments and regulations promulgated
thereto,

C. Developer, in order to demonstrate compliance with the
terms of this subsection, shall cocoperate with and
promptly and accurately respond to inquiries by the
City, which has the responaibility to observe and.
report compliance with equal employment opportunity
regulations of federal, state and municipal agencies.

D. Developer and each Employer shall include the foregoing
provisions of subparagraphs A through C in every
contract entered into in connection with the Project,
and shall require inclusion of these provisions in
every subcontract entered into by any subcontracters,
and every agreement with any Affiliate operating on the
Property, so that each such provision shall be binding
upon each contractor, subcontractor or Affiliate, as
the case may be.

: ]
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B. Failure to comply with the employment obligations
deacribed in this subsection 6.1 shall be a basis for
the City to pursue remedies under the provisions of
Section V hereof.

6.2 gQity Resident Employment Requirement. Developer agrees

for icself and its successors and assigns, and shall contractually
obligate the other Employers, as applicable, to agree, that during
the construction cf the Project they shall comply with the minimum
percentage of total worker hours performed by actual residents of

the City of Chicago as specified in Section 2-92-330 of the
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Municipal Code of Chicago {at least fifty percent of the total
worker hours worked by persons on the site of the construction fer
the Project shall be performed by actual residents of the City of
Chicaga}: provided, however, that in addition to complying with
this percentage, Developer and the other Employers shall be
required to make good faith efforts to utilize qualified residents
of the City of Chicago in both unskilled and skilled labor
pesitions.,

Devaeloper and the other Employers may request a reduction or
waiver of this minimum percentage level of Chicagoans as provided
far in Section 2-92-330 of the Municipal Code of Chicagoe in
accordance with standards and procedures developed by the
furchasing Agent of the City of Chicago.

"Actual regidents of the City of Chicage® shall mean persons
domiciled within the City of Chicagec. The domicile is an
individual’s one and only true, fixed and permanent home and
principal sstablishment.

Developer and the other Employers shall provide for the
maintenance of adequate employee residency records to ensure that
actual Chicage reéidents are employed on the Project. Developer
and the other Employers shall maintain copies of personal
documents supportive of every Chicago employee’s actual record of
residence.

Weekly certified payroll reports (U.S. Department of Labor
Form WH-347 or equivalent) shall be submitted to the Commissioner

of the DPD in triplicate, which shall identify clearly the actual
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residence of every employee on each submitted certified payroll.
The first time that an employee’s name appears on a payroll, the
date that the company hired the employee should be written in after
the employee’s name,

Developer and the other Employers shall provide full access to
ctheir employment records to the Purchasing Agent, the Commissioner
of the DPD, the Superintendent of the Chicago Police Department,
the Inspector General, or any duly authorized representative
thereof. Developer and the other Employers shall maintain all
relevant personnel data and records for a period of at least three
(3) years after final acceptance of the work constitutin§ the
Project as evidenced by the Certificate,

At the direction of the DPD, affidavits and other supporting
documentation will be required of Developer and the other Employers
to verify or clarify an employee’s actual addresgss when doubt or
lack of clarity has arisen.

Goeod faith efforts on the part of Developer and the other
Employers to provide utilization of actual Chicago residents (but
not sufficient for the granting of a waiver request as provided for
in the standards and procedures developed by the Purchasing Agent)
shall not suffice to replace the actual, verified achievement of
the requirements of this subsection concerning the worker hours
performed by actual Chicago residents.

When work at the Project is completed, in the event that the
city has determined that Developer and the other Employers failed

to ensure the fulfillment of the requirement of this subsection
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concerning the worker hours performed by actual Chicago residents
or failed to report in the manner as indicated above, the City will
thereby be damaged in the failure to provide the benefit of
demonstrable employment to Chicagoans to the degree stipulated in
this subsection. Therefdre, in such a case of non-compliance it is
agreed that 1/20 of 1 percent {.05%), 0,0005, of the aggregate hard
construction costs get forth in the Budget (as the game shall be
evidenced by approved centract value for the actual contracﬁs)
ghall be surrendered by Developer and/or the other Employers to the

City in payment for each percentage of shortfall toward the

stipulated residency requirement. Failure to report the residency.

of employees entirely and correctly shall result in the surrender
of the entire liquidated damages as if no Chicago residents were
employed ?n either of the categoriea. The willful falsification of
gstatements and the certification of payroll data may subject
Developer and/or the other Employers or employee to prosecution.
Any retainage to cover contract performance that may become due to

Developer and the other Employers pursuant to Section 2-92-250 of

the Municipal Code of Chicago may be withheld by the City pending

the Purchasing Agent's determination whether Developer and the
other Employers must surrender damages as provided in this
paragraph.

Nothing herein provided shall be construed to be a limitation
upen the "Notice of Requirements for Affirmative Action to Ensure
Equal Employment Opportunity, Executive Order 11246" and "Standard

Federal Equal Employment Opportunity, Executive Order 11246," or
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other affirmative action required for equal opportuniﬁy under the

provigions of the Agreement,
Developer shall cause or require the provisioens of this

subsecrcion 6.2 to be included in all construction contracts and

subcontracts related to the Project.

6.3 v f WB i . Developer agrees for
itself and its successors and assigns, and shall contractually
obligate the Employers to agree, that during the construction of
the Project:

A. Consigtent with the findings which support the
Minority-Ownad and Women Owned Business Enterprise
Procurement Program {("MBE/WBE Program"), Section 2-92-
420 ef seg., Municipal Code of Chicago, and in reliance
upon the provisions of the MBE/WBE Program to the
extent c¢ontained in, and as qualified by, the
provisions of this subsection 6.3, during the course of
construction of the Project, at least the following
percentages of the aggregate costs (as set forth in the
Budget), but specifically excluding the City’s prior
acquisition costs for the Property and the areas of
construction coats noted in the Budget as being the
subject of special exception, shall be expended for
contract participation by minority-owned businesses
{*MBEs") and by women-owned businegses ("WBEs"):

a. At least 25% by MBEs.
b, At least 5% by WBEs.

For purposes of this subsection 6.3 only, Developer
(and any party to whom a contract is let by Developer
pursuant to this Agreement) shall be deemed a
nContractor" and this Agreement {and any contract let
pursuant thereto) shall be deemed a “Contract" as such
terms are defined in Section 2-92-420, Municipal Code
of Chicago. In addition, the term "minority-owned
business® or MBE shall mean a business enterprise
identified in the Directory of Certified Minority
Business Enterprises published by the City's Purchasing
Department, or otherwise certified by the City’'s
Purchasing Department as a minority-owned business
enterprise; and the term "women-owned business" or WBE
ghall mean a business enterprise identified in the
Directory of Certified Women Business Enterprisges
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published by the City's Purchasing Department, or
otherwise certified by the City’s Purchasing Department
as a women-owned business enterprise.

Congistent with Section 2-92-440, Municipal Code of
Chicago, Developer’s MBE/WBE commitment may be achieved
in part by Developer’s sgtatus as an MBE or WBE (but
only to the extent of any actual construction work
performed by Developer), or by a joint venture with one
or morg MBEs or WBEs (but only to the extent of the
legser of (i) the MBE or WBE participation in such
jeint venture or (ii) the amount of any actual
congtruction work performed by the MBE or WBE), by
Developer utilizing a MBE or a WBE as a contractor (but
only to the extent of any actual construction work
performed by such contractor), by subcontracting or
causing a contractor to subcontract a portion of the
work to cone or more MBEs or WBEs, or by the purchase of
materials used in the Project from one or more MBEs or

WBEs, or by any combination of the foregeing. Those

entities which constitute both a MBE and a WBE shall
not be credited more than once with regard to
Developer's MBE/WBE commitment as described in this
subsection 6.3,

Developer shall deliver quarterly reports to the DPD
describing its efforts to achieve compliance with this
MBE/WBE commitment. Such reports shall include jpter
alia the name and business address of each MBE and WBE
solicited by Developer or a contractor to work on the
Project, and the responses vreceived from such
solicitation, the name and business address of each MBE
or WBE actually involved in the Project, a description
of the work performed or products or services supplied,
the date and amount of such work, product or service,
and such other information as may asseist the DPD in
determining Developer’'s compliance with this MBE/WBE
commitment. The DPD shall have access to Developer's
books and records, including, without limitaticn,
payroll records and tax returns, and records and books
of account in accordance with subsection 5.7 of the
Agreement on five (5} business days’' notice, to allow
the City to raview Developer's compliance with its
commitment to MBE/WBE participation.

The City shall have the right to terminate the
Agreement upon the disqualification of a contractor as
a MBE or WBE, if the contractor’s status as a MBE or
WBE was a factor in the approval of Developer for this
Project, and such status was misrepresented by the
contractor or Developer. In addition, the City shall
have the right tc terminate this Agreement upon the
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disqualification of any MBE or WBE subcontractor or
supplier of goods or services if the subcontractor’s
status as a MBE or WBE was a factor in the approval cf
Developer to participate in this Project, and such
status was misrepresented by the contractor or
Developer. In the event that Developer is determined
not to have been involved in any migrepresentation of
the status  of the disqualified contractor,
subcontractor or supplier, the City, at its option, may
choose to not terminate the Agreement; provided,
however, Developer shall be obligated to discharge or
cause to be discharged the disqualified contractor or
subcontractor or to terminate any contract or business
with the disqualified supplier, and, if possible,
identify and engage a qualified MBE or WBE as a
replacement, For purposes of this Paragraph E, the
disqualification procedures are further described in
Section 2-92-540, Municipal Code of Chicago.

Any ‘reduction or waiver of Developer's MBE/WBE
commitment as described in this subsection 6.3 shall be

undertaken in accordance with Section 2-92-450Q,
Municipal Code of Chicago.

6.4 Ere-Gonstruction Meeting: Monitoring Requirements.

Prior to the commencement of construction of the Project, Developer
shall be required to meet with the monitoring scaff of the DPD with
regard to Developer’'s compliance with its emplcyment obligations
described in this Section VI and the construction contract

compliance requirements described in subsection 4.6(b). Developer,

the General Contractor and major Subcontractors shall be required

to attend such pre-construction meetings. During said meeting,
Developer shall demonatrate to the DPD its plan to achieve its
employment obligations, the sufficiency of which must be approved
by the DPD. During the construction of the Project, Developer
shall submit documentation (as required in subsections 6.1-6.3
above) to the monitoring staff of the DPD. Failure to submit such
documentation on a timely basis or, a determination by the DPD upon
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NOW, THEREFORE, in consgideration of the mutual covenants and

agreements contained herein, the parties hereto hereby agree as

follows:
DEFINITIONS

For all purposes of the Agreement, each of the following terms
shall have the respective meaning assigned to it as follows:

Affidavits: Those certain affidavits and certifications
executed and delivered by Developer as required by the City and
consisting of an Economic Disclosure Statement, Anti-Scofflaw
Affidavit, Certification Regarding Lobbying and any other customary
affidavit or certification required by the City in connection with
the Agreement and its undertaking to provide the City’s Financial

Contribution (as hereinafter defined).

Affiliate: Any person or entity directly or indirecﬂly

controlling, contyolled by or under the common control with
Developer.

Block 58: That certain block located in the City‘'s Loop
bounded on the east by North State Street, on the west by North
Dearborn Street, on the south by West Madison Street and on the
north by West Washington Street. The block is commonly referred to
as "Block 58" of the City’s Central Loop Project Area.

Bonds) The meaning set forth in Recital L.

Building: The meaning set forth in Recital G.

Central Loop Project Arss: The meaning set forth in Recital

Central Loop TIF Plan: The meaning set forth in Recital C.
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analysis of the documentation that Developer is not complying with
its employment obligations degcribed in this Section VI and the
aforesaid construction contract compliance requirements described
in subsection 4.6 (b}, shall, upon the delivery of written notice to
Developer and lapse of the applicable grace period, be deemed an
event of default. In such event, in addition to any remedies
described in this subsection 6.4, the City may , as allowed in
subsection 5.3(a), until such default is cured; (1) issue a
written demand to Developer to halt construction of the Project;

(2) withhold certain pertinent sums from payment to Developer or

the General Contractor and Subcontractorsg; or (3) seek any'othgr

remedies against Developer available at law or in equity,
SECTION VII
PUBLIC POLICY COVENANTS AND
POST-CERTIFICATE REQUIREMENTS
7.1 v ' v Developer shall
not discriminate based upon race, color, religion, sex, natiocnal
origin or ancestry, age, handicap or disability, sexual
orientation, military status, parental status or source of income
in the use or occupancy of the Project or any improvements located
or to be erected on the Property or any part thereof. In addition,
Developer agrees that it shall comply with any and all federal,
state and local laws, rules and regulations with regard to
accessibility standards for the physically disabled, including,
wicthout limitation, the Fair Housing Act, 42 U.S.C. 3601 gt seq.

(1990), the Americana with Disabilities Act of 1%%0, 42 U.3.C.
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12101 gt geg. (1990) and 47 U.8.C. 152, 221, 225 and 611 (1990),
the Illinois Environmental Barriers Act, 410 ILCS 25/1 et geq.
{1992), and the Illinols Accessibility Code, 71 Ill.Admin.Code ch.
1, subch. B, sec, 400.100 gf geqg. {(1988). The undertakings of the
Developer in this subsection 7.1 are sometimes referred to herein
as "Public Policy Covenantg.!

7.2 Use and Performance Requirements. From the period
commencing with the issuance of the Certificate by the DPD and fcr
rhe entire Term of the Agreement, Developer shall be obligated to
comply with the following requirements and obligations with regasd
to the operation of the hotel at the Building and its ownership of

the Property {(collectively, the "Use and Performance Covenanta"):

(a) Maintenance of the historic elementg of the Bujlding
Developer shall maintain the historic elements o

Building in accordance with the terms and conditicns of
the Landmarks Ordinance, the Preservation Eagement and
the Agreement, This provision shall survive the Term
of the Agreement.

Continvous QOperation. Developer covenants to the City
that it ghall operate a first clasa hotel at the
Building, with ancillary restaurant facilities
complementary to the operation of a first class hotel,
on a continual basis.

7.3 Employment Creation and Retention. Upon the issuance of
the Certificate by the DPD and the commencement of the operation of
the hotel at the Building by Developer, until the expiration ¢f the
Term of the Agreement, Developer shall be obligated to create and
maintain at approximately one hundred sixteen (116} full-time
permanent jobs, either directly related to the operation of the

hotel or generally at the Property.

f the
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7.4 Rublic Benefits Program. Developer has entered into that

certain Public Benefits Agreement with the City dated as of

» 1998, substantially in the form attached hereto as
Exhibit K, to cause the development and implementation of a public
benefits program ("Public Benefits Program") affecting the
operation of the hotel at the Building.

7,5 Status Reportm. Developer shall provide the DPD with
status reports (due on the first day of the month in which
Developer commences with the construction of the Project and on a
quarterly basis thereafter until the City issues the Certificate;
thereafter, on a semi-annual basis commencing with the first day of

the month in which the hotel at the Building is opened for
business) describing in sufficient detail Developer's compliance
with Developer’s Public Policy Covenants, and the Use and
Performance Covenants. Alge, only on a semi-annual basis,
Developer shall provide the City with a status report describing in
sufficient detail Developer’s compliance with the Public Benefits
Program,

7.6 Real Estate Taxes and Other Governmental Charges.

(a) Governmental Charges.

(1) Ppayment of Governmental Charges. Developer agrees

to pay or cause to be paid when due all Governmental Charges (as
defined below} which are assessed or impcsed upon Developer, the
Property or the Project, or become due and payable, and which
create, may create, or appear to create a lien upon the Developer

or all or any portion of the Property or the Project.
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"Governmental Charge” shall mean all federal, State, county, City,
or other governmental (or any instrumentality, division, agency,
body, or department thereof) taxes, levies, assegsments, charges,
liens, claims or encumbrances relating to Developer, the Property
or the Project, including but not limited to, real estate taxes.
{1i) Right to Contest. Developer shall have the right
before any delinquency occurs to contest or object in good faith to
the amount or validity of any Governmental Charge by appropriate
legal proceedings properly and diligently instituted and prosecuted
in such manner as shall stay the collection of the contested
Governmental Charge and prevent the imposition of'a lien or the
sale or forfeiture of the Property. Developer's right to challenge
real estate taxes applicable to the Property is limited as provided
for below; provided, however, that such real estate taxedg must be
paid in full when due and may be disputed only after such payment
is made. No such contest or objection shall be deemed or construed
in any way as relieving, modifying or extending Developer's
covenants to pay any such Governmental Charge at the time and in
the manner provided in the Agreement unless Developer has given
prior written notice to the DED of Developer’'s intent to contest or
object to a Governmental Charge and, unless, at the DPD‘s sole
option: (i) Developer shall demonstrate to the DPD’s satisfaction
that legal proceedings instituted by Developer contesting or
objecting to a Governmental Charge shall conclusively operate to
prevent or remove a lien against, or the sale or forfeiture of, all

or any part of the Property to satisfy such Governmental Charge
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prior to final determination of such proceedings; énd/or {ii)
Developer shall furnish a good and sufficient bond or other
gacurity satisfactory to the DPD in such form and amounts as the
DPD shall require, or a good and sufficient undertaking as may be
required or permitted by law to accomplish a stay of any such sale
or forfeiture of the Property during the pendency of such contest,
adequate to pay fully any such contested Governmental Charge and
all interest and penalties upon the adverse determipation of such
contest.

{b) v d To B L ; If
Developer fails to pay any Governmental Charge which may create a
lien against the Property or any part thereof or to obtain
discharge of tha same, Developer shall advise the DPD thereof in
writing, at which time the DPD may, but shall not be obligated to,
and without waiving or releasing any obligation or liability of
Developer under the Agreement, in the DPD‘s sole discretion, make
such payment, or any part thereof, or obtain such discharge and

take any other action with respect thereto which the DPD deems

advisable. All sums so paid by the DPD, if any, and any expenses,

if any, including reascnable attorneys’ feesg, court costs, expenses
and other charges relating thereto, shall be promptly disbursed to
the DPD by Developer., Notwithstanding anything contained herein to
the contrary, this paragraph shall not be construed to obligate the
City to pay any such Governmental Charge. Additionally, if
Developer fails to pay any such Governmental Charge, the City, in

its reasonable discretion, may require Developer to submit to the
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City audited financial statements or other evidence of its
financial condition at the Developer’s own expense,

7.7 Covenants Punning with the Land. The parties agree that
the restrictions contained in this Section VII are covenants
running with the land and shall be binding upon Developer and its
agents, representatives, ‘.}quees, successorsg, assigns and
transferees from and after the d;te hereof; provided, however, that
the covenants shall be released when the TIF Plan and Redevelopﬁent
Area for the purposes of the TIF Plan are no longer in effect
{excepting, however, the covenants described in the Preservation
Easement). Developer agrees that any sale, lease, conveyande, or
tranafer of title to all or any portion of the Property from and
after tha date hereof shall be made explicitly subject to such
covenanta and restrictions,

SECTION VIIX
MISCELLANEOUI PROVISIONS

8.1 Eptire Agreement. Except as otherwise provided herein,

the Agreement contains the entire agreement of the parties with

respect to the Project and supersedes all prior agreements,

negotiations and discussions with respect thereto, and shall not be

modified, amended or changed in any manner whatsoever except by
mutual consent of the parties as reflected by written instrument
executed by the parties hereto. Notwithstanding the foregoing, it
is agreed that no material amendment or change shall be made or be
effective unless ratified or authorized by an ordinance duly

adopted by the City Council of cthe City {(and approved by the
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Lender, if any). The term "material" for the purpose of this
subgection 8.1 shall be defined as any deviation from the terms of
the Agreement which operates to cancel or otherwise reduce any
developmental, construction or job-creating obligation of Developer
by more than five percent (5%) or materially changes the Property
or character of the Project or any activities undertaken by
Developer affecting the Property, the Project, or both, or
increases any time agreed for performance by either parxty by more
than ninety (90) days.

8.2 Apsignability and Transfer. Unless permitted by the
provisions contained in subsections 4.7{a), 5.3(ec) and 5.3(d)
above, Developer, until tha City issues the Certificate with regard
to the completion of the Project, shall neot assign, transfer or
convey any right, title or interegt in the Project, the Property,
or both, or any of its duties or obligations under the Agreement as
they relate to the Project, the Property, or both.

8.3 conflict of Interest - City’s Representatives Not
Individually Liable. No member of the Commission, the DPD, or

other City board, commission or agency, official, or employee of

the City shall have any personal interest, direct or indirect, in

Daveloper, the Agreement, the Property or the Project; nor shall
any such member, official or employee participate in any decision
relating to the Agreement which affects his or her personal
interest or the interests of any corporation, partnership or
aggsociation in which he oxr she is directly or indirectly

interested. No member, official or employee of the City shall be

84

CT9919%6




s,

T




personally liable to Developer, or any succesgor in interest, to
perform any commitment or obligation of the City under cthe
aAgreement nor shall any such person bhe personally liable in the
avent of any default or breach by the City.

8.4 Disclopure. Within ten (10) days prior to the execution
of the Agreement by the parties, Developer shall deliver to the
City evidence reasonably satisfacteory to the Commissioner listing
the members of Developer and disclosing any real property interests
owned or managed by Developer,

8.5 Survival. All representations and warranties con;ained
in the Agreement are made as of the execution date of the Agreement
and the execution, delivery and acceptance herecf by the parties
snall not constitute a waiver of rights arising by reasons of any
misrepresentation.

8.6 Mutual Aseistance. The parties agree to perform their
respective obligations, including the execution and delivery of any
documents, instruments, petitions and certifications, as may be
necessary or appropriate, consistent with the terms and provisions

of the Agreement.

8.7 Cumulative Remedies. The remedies of any party hereunder

are cumulative and the exercise of any one or more of the remedies

provided by the Agreement shall not be construed as a waiver of any

of the other remedies of such party unless specifically so provided

herein.

99198L

t.







8.8 No Merger with Deed, The provisions of the Agreement

shall not be merged with the Deed from the City to Developer
affecting the Property,

8.9 Disclajmer. No provision of the Agreement, nor any act
of the City, shall be deemed or construed by any of the parties, or
by third persons, to create any relationship of third-party
beneficiary, or of principal or agent, or of limited or general
partnership, or of joint venture, or of any association or
relationship involving the City.

8.10 Notices. Any notice called for herein shall be in
writing and shall be mailed postage prepaid by registered or
certified mail with return receipt requested, or hand delivered and
receipted, as follows:

I1f to the City: Commissioner
Department of Planning
and Development
Room 1000, City Hall
Chicago, Illinois 60602
FAX: 312/744-0113

with a copy to: Corporation Counsel
Ccity of Chicago
Room 610, City Hall
Chicago, Illinois 60602
Attn: Real Estate & Land
Uge Division
FAX: 312/742-0277

If to Developer: Canal Street Hotel, L.L.C.
c/o McCaffery Interests, Inc,
Attn: Daniel T. McCaffery
737 North Michigan Avenue
Suite 2054
Chicago, Illincis 60611
FAX: 312/944-7107
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with a copy to: Mayer, Brown & Platt
Attn: John J., Gearen
19 South LaSalle Street
Chicago, Illinois 60603
FAX: 312/706-8707

Notices are deemed to have been received by the parties three
(3) days after mailing. Concurrent with such mailing, a copy of
the notice shall be faxed to the above numberg. The parties, by
notice given hereunder, may designate any further or different
addresses to which subsequent notices, certificates or other
communications shall be sent.

8.11 Headings. The headings of the various sections and
gubsecrtions of the Agreement have been inserted for convenient
reference only and shall not in any manner be construed as
moedifying, amending or affecting in any way the express terms and
provisions hereof.

8.12 Governing Law. The Agreement shall be governed by and
construed in accordance with the laws of the State of Illinois.

8.13 Recordation of the Agreement. Upon execution of the
Agreement by the parties, Developer, at its scle expense, 3hall

promptly recerd one original of the Agreement with the Office of

the Recorder of Deeds of Cook County, Illinois.

8.14 Relesne. Upon the expiration of the Term of the

Agreement, within thirty (30} days of receipt of written request,
the City shall execute and deliver to Developer a release of the
Agreement in recordable form.

8.15 No Third Party Beneficiary. The approvals given by the
City pursuant to the Agreement and the Certificate when issued by

87

£1991986







Certlificate: The certificate of completion to be isgued by
the City once the construction of the Project has been completed,
in accordance with subsection 4.12 below.

city: The City of Chicago, an Illinois municipal corporation.

Cicy’s Financial Contributiont The funds to be spent by the
city from Incremental Taxes and/or the proceeds of the Bonds
described and defined as such in gubsection 4.7(b) below.

Commismsion: The Community Development Commission of the City
of Chidago.

Commisaioner: The Commissioner of Planning and Development of
the City of Chicago.

Commicment: The meaning set forth in subsection 4,7(a)
below,

Completion: The substantial completion of the Project. The
project shall be <considered substantially complete when
improvements and all common or public areas of the Project are
substantially finished and ready for use and occupancy for the

purpose intended.

Completion Guaranty: That certain Completion Guaranty to be

provided by Daniel T. McCaffery to the City substantially in the
form attached hereto as Exhibit M in order to induce the City to
enter into the Agreement.

Covenant of Performance: The covenant of performance to be
provided by Developer to the City in connection with the Agreement
and defined as such in subsection 4.7(b) below.

Design Plans: The meaning set forth in subsection 4.4(a).
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the City shall be only for the benefit of Developer, the mortgagee
or other lien holder, and their successors in interest in the
Property and no ather person or party may assert against the City
or claim the benefit of such approval or certificate.

8.16 Approval. Wherever the Agreement provides for che
approval or consent of the City, the DPD or the Commissioner, or
any matter is to be to the City‘'s, the DPD’'s or the Commissicner'’s
gatisfaction, unless specifically stated to the contrary, such
approval, consant or satisfaction shall be made, given or
determined by the City, the DPD or the Commissioner in writing and
in the reasonable discretion thereof., The Commissicner or other
person designated by the Mayor shall act for the City or the DPD in
making all approvals, consents and determinations of satisfaction,

granting the Certificate or otherwise administering the Agreement

for the City.

8.17 Business Economic Support Act. Pursuant to the

Buginess Economic Support Act (30 ILCS 760/1 ef seqg.)., if Develcoper
is required to provide notice under the WARN Act, Developer shall,
in addition to the notice required under the WARN Act, provide at
the same time a copy of the WARN Act notice to the Governor of the
State of Illinois, ths Speaker and Minority Leader of the House of
Representatives of the State, the President and Minority Leader of

the Senate of the State, and the Mayor of each municipality where

Developer has locations .in the State of Illincis, Failure by

Developer to provide such notice as described above may result in
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the termination of all or a part of the reimbursement obligations

of the City to Davelcoper as set forth herein.

8.18 Successors and Assigns. The terms of the Agreement
shall be binding upon the City, Developer, and their respective
heirs, legal representatives, successors and assigna.

9.19 Seversbility. If any provision of the Agreement, or any
paragraph, sentence, c¢lause, phrase, or word, or the application
thereof, in any circumgtance, is held invalid, the remainder of Ehe
Agreement shall be construed as if such invalid part were never
included herein and the Agreement shall be and remain valid and
enforceable to the fullest extent permitted by law.

8.20 Counterparte. The Agreement may be executed in several
counterparts, each of which shall be deemed an original and all of

which shall constitute one and the same agreement,

991986

»
+

b







IN WITNESS WHEREOF, the parties hereto have executed or caused
rhe Agreement to bea executed, all as of the date first written
above.

CITY OF CHICAGO,

a municipal corporation

a Delaware limited liability
company

By: CANAL HOTEL PARTNERS, L.,P.,
an Illinois limited
partne h1p J

o A /e

Danlel T ;McCaﬁ?bry
General Partne

Commisgioner of Planning
and Development

By: RELIANCE INVESTORS, LTD,
an Illinois limited
partnership -

By: MANSUR EQUITIES, LTD,

Erik Moskow1tz\\
Executive Vice President

By: GRANITE DEVELOPMENT, L.L.C.,
anIllinoislimitedliability

]
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STATE OF ILLINOIS%
88
COUNTY OF COCOK )

I, gfﬁz:uﬁ /}1 @amd ; & Notary Public in and for said
County, in the State aforesaid, do hereby certify that Christopher
R. Hill, personally Known to me to be the Commissioner of Planning
and Development of the City of Chicago, a municipal corporation,
and perscnally known to me to be the same person whose name ig
subsceribed to the foregeing instrument, appeared before me this day
in person and being first duly sworn by me acknowledged that as
such Commissionar of Planning and Development, he signed and
delivered the gaid instrument, pursuant to authority given by the
city of Chicago, as his free and voluntary act and as the free and
voluntary act and deed of said corporation, for the uses and
purposes thersin set forth,

GIVEN under my hand and notarial seal this day of
. 1998,

GBbsicin é}.@gwﬂ/

Notary Public

OFFICIAL SEAL

(SEAL) PATRICIA M. RYAN
NOTARY PUBLIG, STATE OF ILLINCIS
MY COMMISSION EXPIRES 5.6:2002

My Commission explre

St/
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STATE OF ILLINOIS)
) S8
COUNTY OF COOK )

I, . @ Notary Public in and for said
County, do hereby certify that Daniel T, McCaffery, personally
known to me to be the general partner of Canal Hotel Partners, LP,
an Illinoig limited partnership, which is a member of Canal Street
Hotel, L.L.C., a Delaware limited liability company, personally
known to me to be the same person whose name is subscribed to the
foregoing instrument, appeared before me this day in person and
being first duly sworn by me acknowledged that as such General
Partner, he signed and delivered the said instrument, pursuant to
authority given by Canal Hotel Partners, as his free and voluntary
act and as the free and voluntary act of said partnership, for the
uses and purposes therein set forth.

— fGIVEN under my hand and nctarial seal this ;:z_ day of
Jadag - . 1998,

f7y7?££n A MV

Not a ubl £¢ m‘;%';t?&'rﬂ'l’f'ﬁoi{"
ik ? "OFFICIAL SEALY §
MOLLY LYONS
(SEAL) Notwy e Sumellbecs
Wy Convraser Svms 6100 %
Al

PP
R A AL A SN L

My Commisaion expires lbkégﬂi .
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STATE OF ILLINOIS;
S
COUNTY OF COOK )

I, . & Notary Public in and for said
County, do hereby certify that E. Barry Mansur, personally known to
me to be the President of Mansur Equities, Ltd, a Florida
corporation and the general partner of Reliance Investors, Ltd, a
Florida limited partnership, which is a member of Canal Street
Hotel, L.L.C., a Delaware limited liability company, personally
known to me to be the same person whose name is subscribed to the
foregoing instrument, appeared before me this day in person and
being first duly sworn by me acknowledged that as such President,
he signed and delivered the said instrument, pursuant to authority
given by Mansur Equities, Ltd, as his free and voluntary act and as
the free and voluntary act of said corporation and general partner,
for the uses and purposes therein get forth.

IVEN under my hand and notarial seal this 2 day of
s JIK} , 1998, .
Wd,
\7/ ML AL /ML/Z— DAL

Notary Public | “OFFICIAL SEAL® §
MOLLY LYONS
Kotary Pubie, Sg clilros
(SEAL) My Convrrsgor 250783 LM ::
R AR R RN L)

My Commission expires !vhjé/ﬂi

~
»
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STATE OF ILLINOIS)
) 88

COUNTY OF COOK )

I, _ » & Notary Public in and for said
County, do hereby certify that Erik Moskowitz, personally known to
me to be the Executive Vice Presidenr of Mansur Equities, Ltd, a
Florida corporation and the general partner of Reliance Investors,
Ltd, a Florida limited partnership, which is a member of Canal
Street Hotel, L.L.C., a Delaware limited liability company,
personally known to me to be the same person whose name is
subgcribed to the foregeing instrument, appeared before me this day
in person and being firat duly sworn by me acknowledged that as
such Executive Vice President, he signed and delivered the said
instrument, pursuant to authority given by Mansur Equities, Ltd, as
his free and veoluntary act and as the free and voluntary act of
said corporation and general partner, for the uses and purposes
therein set forth.

—— |GIVEN under my hand and notarial seal thias _ { day of
L AN -~ , 1998,

!
ijxafJaéthZi4A¢y2_e

Notary Bubyic = I
EAL y ‘ 100‘ YIFICIAL SEgL
\ MOLLY LYOR
(S ) E Noary P ¢, SUD o W:"dC! :\‘,
Comrassr 2O R
m.n'.'}wm}::vﬁvfmﬂﬁl
My Commission expires _“/GQIQI
/ T
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STATE QF ILLINOIS;
s8
COUNTY OF COOK )

I, + a4 Notary Public in and for said
County, do nereby certify that Joseph A. Williams, personally known
to me to be a member of Granite Development, L.L.C., an Illinois
limited liability company which is a member of Canal Street Hotel,
L.L.C,, a Delaware limited liability company, personally known to
me to be the same person whose name is subscribed to the foregoing
instrument, appeared before me this day in person and being first
duly sworn by me acknowledged that as such member, he signed and
delivered the said instrument, pursuant to authority given by
Granite Development, L.L.C., as hig free and voluntary act and as
the free and voluntary act of said limited liability company, for
the uses and purpcses therein set forth,

‘g IVEN under my hand and notarial seal this ) day of

G Aaa o, 1998,
/
Wbl Lo
2AA
Ly A, s
" P . o ‘\
Notary Pu‘} ¢ MOLLY LYONS :
L Moy RocSwacthiycs W
(SEAL) My Cowrisacr Sras #0300 3
A LR R R PN
My commission expires k%!&g/ﬁL :
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STATE QF ILLINOIS)

)} S8
COUNTY OF CQOK )

I, : , @ Notary Public in and for said
County, do hereby certify that Larry Huggins, personally known to

me to be a member of Granite Development, L.L.C., an Illinois
limited liability company which is a member of Canal Street Hotel,
L.L.C., a Delaware limited liability company, perscnally known to
me to be the same person whose name is subacribed to the foregoing
instrument, appeared before me this day in person and being first
duly sworn by me acknowledged that as such member, he signed and
delivered the said instrument, pursuant to authority given by
Granite Development, L.L.C., ag his free and voluntary act and as

the free and voluntary act of said limited liability company, for
the uses and purpcoses therein set forth,

~ GIVEN under my hand and notarial seal this H7 day of
MJMJ ., 18398, -
— 7

S s AT

*OFFICIAL SEAL" §
EAL MOLLY LYONS
(s ) Notry Pua, Sias o thecis g
; ; , Commisser Exprgs o g0 '{:
My commission expires | { e SR
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BLOCK 58, CENTRAL LOOP PROJECT
REDEVELOPMENT AGREEMENT
RELIANCE BUILDING
TABLE QF CONTENTS
RECITALS . . . e
DEFINITIONS

SECTION I
INCORPORATION QF RECITALS AND DEFINITIONS

SECTION II
COVENANTS, REPRESENTATIONS AND WARRANTIES

2.1 Covenants, Representations and

Warranties of Developer. . .
2.2 Repregentations and Warranties ‘of che Clty
2'3

Survival of Representations and Warranties.

SECTION IlI
CONVEYANCE OF THE PROPERTY

Form of Deed, . . . . .
Conveyasce of the Property
Cleosing Documents. . .
Title Insurance and Survey
Real Estate Taxes. C o
Recordation of Deed. . .

SECTION IV
THE CONSTRUCTION OF THE PROJECT .

Degcription of the Praject. . . . . .

The Project’s Development Parameters.

Right of Entry. . . . . v e .

Submission of Ccnstructzon Documents,

Environmental Review. . . G e
Limited Applicability of DPD' 5 Approval C o
Construction Schadule; Hiring of General Contractor,
parformance Bond; Purchasa of Materials, . . . . .
Financing the Project., . . . . . . « .« « .« .« ,
Relocation of Utilities. . . . N
Commencement and Completion of the Project.
Barricades; Security . . . .+ + « o v o

Signa and Public Relations. . . . . . . . .
Certificate of Completxon. e e e

Ingurance, . . .
Prohibition Agalnst Unpermltted Encumbrances.

Mortgageesa Not Obligated to Construct. .




Developer: Canal Street Hotel, L.L,C., a Delaware limited
liability company,

Developer’s Financial Contribution: The funds for the Project
to be provided by Developer described and defined as such in
subsection 4.7(a) below.

DPD: City of Chicago Department of Planning and Development,

Equlty: The cash funds or direct-pay letter of credit
comprizing part of Developer’s Financial Contribution to lbe
delivered tvo the City in accordance with the provisions of
subsection 4.7(a) below.

Environmental Laws: Any and all federal, state or local
statutes, laws, regulations, ordinances, codes, rules, orders,
licenses, judgments, decrees or requirements relating to public
health and safety and the environment now or hersafter in force, as
amended and hereafter amended, including but not limited to (i) the
Comprehensive Environmental Response, Compensation and Liability
Act {42 U.S.C. Section 9601 et seq.}; (ii) any so-called
nSuperfund” or "Superlien' law; (iii) the Hazardous Materials
Transportation Act (4% U.S.C. Section 1802 et geq.); (iv) cthe
Resource Conservation and Recovery Act {42 U.S.C. Section 6902 et
seq.}; (v) the Clean Air Act (42 U.S.C. Section 7401 gk seq.}; (vi)
the Clean Water Act (33 U.8.C. Section 1251 gL seq.): (vii) the
Toxic Substances Control Act (15 U.S.C. Section 2601 gt sgeq.);

(viii) the Federal Insecticide, Fungicide and Rodenticide Act (7

U.S5.C. Section 136 et geq.); (ix) the Illinois Environmental
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EXRINIT A

THE NORTE 1/4 AND THE NORTE 10 PEFT OF TWS 3SOUTH I
tOT 1 IN BLOCK 58 1IN THE ORIGINAL TOWN OF CHICAGO n’c‘r::
SOUTHRAST 1/4 OP SECTION 9, TOWNSHIP 39 NORTM, RANGE 14
EAST “gxr' TME THIRD PRINCIPAL KERIDIAN, IN COOR COUNTY,
ILLINOLS. '

commonly known ast 31-34 North State Street,
chicage, Illineies

PIN:  17209=483-004-0000







EXHIBIT B

QUITCLAIM
DEED

Grantor, the CITY OF CHICAGO, an Illinois municipal
corporation ("Grantor"), having its principal office at 121 North

LaSalle Street, Chicago, Illinocis 60602, for and in

congideration of TEN and NO/100 DOLLARS ($10.00), conveys and

quitclaims, pursuant to crdinance adopted . 1998

(C.J,P. pgs. - }, to CANAL STREET HOTEL, L.L.C., a

Delaware limited liability company ("Grantee”), having its
principal office c/o CCR McCafffery Developments at 737 North
Michigan Avenue, Suite 2050, Chicago, Illinois 60611, all

interest and title of Grantor in the following described real

£1991984L

property ("Property"}:

THE NORTH 1/4 AND THE NORTH 10 FEET OF THE SOUTH 3/4 OF LOT 1
IN BLOCK 58 IN THE ORIGINAL TOWN OF CHICAGC IN THE SOUTHEAST
1/4 OF SECTION 9, TOWNSHIP 39 NORTH, RANGE 14, EAST OF THE
THIRD PRINCIPAL MERIDIAN, IN COOK COUNTY, ILLINOIS.

Commonly known as: 32-36 North State Street,
Chicago, Illinois

Permanent Index No.: 17-09-463-004-0000

Further, this quitclaim deed ("Deed") is made and executed
upon, and is subject to certain express conditions and covenants
hereinafrer contained, said conditions and covenants being a part

of the consideration for the Property and are to be taken and







construed as running with the land, and Grantee hereby binds

itgelf and its successors, assigns, grantees and lessees to these
covenants and conditions, which covenants and conditions are as
follows:

FIRST: Grantee shall devote the Property only te the uses
authorized by Grantor and specified in the applicable provisions
of: (i) that certain Redevelopment Plan for "Blighted Commercial
Area North Leop" ("Plan'); (ii) that certain Tax Increment
Redevelopment Plan and Redevelopment Project for North Loop
Redevelopment Project, as amended and supplemented oy, and
incorporated into that certain Tax Increment Redevelopment Plan
and Redevelopment Project for Central Loop Redevelopment Project
("TIF Plan"); and (iii) the terms and provisions of that certain
agreement known as "Block 58, Central Loop Project Redevelopment
Agreement, Reliance Building" ("Agreement"} entered into between
Grantor and Grantee aa of , 1998 and recorded with the

Office of the Recorder of Deeds of Cook County, Illinois on

, 1998, as document #98 . Specifically,

in accordance with the terms of the Agreement, Grantee shall
preserve and restore the building presently improving the
Property (which is commonly referred to as the "Reliance
Building"), including the retention and restoration of the
historic interior of the Reliance Building, in accordance with
the Reliance Building’s status as a Chicago landmark, pursuant to
the terms of that cortain ordinance adopted by the City Council
of the City of Chicago on July 11, 1975 ("Landmarks Ordinance"),

and also in accordance with the terms and conditions described in
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that certain pregervation and conservation easement
("Preservation Easement") between Grantor and Grantee, which
eagement is dated as of , 1998 and recorded with the
Office of the Recorder of Deeds of Cook County, Illinois on
, 1998 as document #98

SECOND: Grantee shall pay real estate taxes and assessments
on the Property or any part thereof when due. Prior to the
issuance by Grantor of a Certificate of Completion {(as here-
inafrer defined), Grantee shall not encumber the Property, except
to secure financing as is permitted in subsection 4.7 of the
Agreament. Grantee shall not suffer or permit any levy or
attachment to be made or any other encumbrance or lien to attach
to the Property until Grantor issues a Certificate of Completiocon
{(unless Grantee has taken such appropriate action to cause the
Title Company (as such term is described in the Agreement) to

insure over any title encumbrances caused by such liens or

claims).
g
THIRD: Grantee shall commence and complete the construction g
bab
of the Project in accordance with the time period described in g}
d
subsection 4.9 of the Agreement. E:

FEURTH: Unless otherwise permitted by subsection 8.2 of the
Agreement, until Grantor igsues the Certificate, Grantee shall
have no right to convey any right, title or interest in the
Property without the prior written approval of Grantor.

PIPTH: Grantee agrees for itgelf and any successor in

interest not to discriminate based upon race, religion, color,

sex, national origin or ancestry, age, handicap, sexual orienta-







tion, military status, parental status or source of income in the
uge of the Reliance Building.

SIXTH: During the construction of the Project, Grantee
shall comply with those certain employment opportunity
obligations and hiring covenants as further described in Section
VI of the Agreemernt.

SEVENTH: Upon the issuance of the Certificate of Completion
and for the entire Term of the Agreement, Grantee shall comply
with the Use and Performance Covenanta listed in Section VII of
the Agreement, and with the terms and conditions of the Public
Benefits Agreement, which is attached to the Agreement as Exhibit

K.

The covenants and agreements contained in the covenant
numbered FIRST and SEVENTH shall terminate on the expiration date
of the Plan and the TIF Plan; excepting, however, the
Pregervation Easement and Landmarks Ordinance. The covenants and
agreements contained in the covenant numbered FIPTH shall remain
without any limitation as to time. The covenants and agreements

contained in covenants numbered SECOND, THIRD, FOURTH and SIXTH

1991986

shall terminate on the date Grantor issues the Certificate of
Completion as herein provided except that the termination of the
covenant numbered SECOND shall in no way be construed to release
Grantee from its obligation to pay real estate taxes and
assessments on the Property or any part thereof, and further,

except that the termination of the covenant numbered SIXTH shall

in no way be construed as to release Grantee from its Hiring










Covenants made to Grantor (as further described in section 7.3 of
the Agreement},

in the event that subsequent to the conveyance of the
Property and prior to delivery of the Certificate of Completion
by Grantor, Grantee defaults in or breaches any of the terms or
conditions described in the Agreement or the covenants contained
in this Deed which have not been cured or remedied within the
period and in the manner provided for in the Agreement, the Deed,
or both, Grantor may re-enter and take possession of the
Property, terminate the estate conveyed by the Deed to Grantee as
well ags Grantee‘s right of title and all other rights and
interests in and to the Property conveyed by the Deed to Grantee,
and revest title in said Property with the City; provided,
however, that said revesting of title in the City shall always be

limited by, and shall not defeat, render invalid, or limit in any

way, the lien of the First Mortgage (as defined in the Agreement)

for the protection of the holders of the First Mortgage.
Notwithstanding any of the provisions of the Deed or the
Agreement, including but not limited to those which are intended
to be covenants running with the land, the holder of the First
Mortgage or a holder who obtains title to the Property as a
result of foreclosure of the First Mortgage or deed in lieu
thereof shall not be cbligated by the provisiona of the Deed or
rhe Agreement to conatruct or complete the construction of the
Project or to guarantee such construction or completion or to
continue to abide by the use restrictions applying under the

Agreement ‘prior to foreclosure or deed in lieu thereof, nor shall
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any covenant or any other provision in the Deed or the Agreement
be construed to so obligate such holder. Nothing in this section
or any secticn or provision of the Agreement or the Deed shall be
construed to permit any such holder to construct improvements

thereon other than those permitted in the Agreement.

Promptly after the completion of construction of the Project

improving the Property, in accordance with the terms of the
Agreement, Grantor shall furnish Grantee with an appropriate
instrument in accordance with the terms of the Agreement
("Certificate of Completion"). The Certificate of Completion
ghall be a conclusive determination of satisfaction and
rermination of the agreements and covenants contained in the
Agreement and in the Deed with respect to the construction of the
Project and the dates for beginning and completion thereof.

The Certificate of Completion shall be in such form ag will

enable it to be recorded in the proper office for the recordation

?

of deeds and other instruments pertaining to the Property. If

Grantor shall refuse or fail to provide the Certificate of

CT99E9StL

Completion, Grantor, within thirty (30) days after written
request by Grantee, shall provide Grantee with a written
statement indicating in adequate detail what acts or measures
will be necessary, in the opinion of Grantor, for Grantee to take

or perform in order to obtain the Certificate of Completion.







IN WITNESS WHEREOP, Grantor has caused this instrument te be

duly executed in itg name and behalf and its seal to be hereunto
duly affixed and attested, by the Mayor and by the City Clerk, on.

or as of the _____  day of , 1998.

CITY OF CHICAGO, a
municipal corporation

BY:

RICHARD M. DALEY, Mayor

ATTEST:

JAMES J. LASKI, City Clerk

THIS INSTRUMENT PREPARED BY, AND
AFTER RECORDING, PLEASE RETURN TO:

Mark Lengz

Assistant Corporation Counsel

Real Estate & Land Use Division
City. of Chicago-

30 North LaSalle Street, Room 1610
Chicago, Illinois 60602

r
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STATE OF ILLINOIS )

) SS
COUNTY OF C O O K )

I, , » & Notary Public in and for said
County, in the State aforesaid, do hereby certify that James J.
Laski, personally known to me to be the City Clerk of the City of
Chicago, a municipal corporation, and perxsonally known te me to
be the same person whose name is subscribed to the foregoing
ingtrument, appeared before me this day in person, and being
first duly sworn by me acknowledged that ag Clerk, he signed and
delivered the said instrument and caused the corporate seal of
said corporation to be affixed thereto, pursuant to authority’
given by the City of Chicago, as his free and veoluntary act, and
as the free and voluntary act and deed of said ¢orporation, for
che uses and purposes therein set forth.

GIVEN under my hand and notarial seal this day of
April, 1998,

NOTARY PUBLIC

{ SEAML)

My commission expires
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5.

EXHIBIT C
LIST OF PERMITTED EXCEPTIONS

TERMS, PROVISIONS, CONDITIONS AND LIMITATIONS OF THE ORDINANCE OF

THE CITY COUNCIL OF THE CITY OF CHICAGO, A COPY OF WHICH WAS
RECORDED SEPTEMBER 15, 1980, AS DOCUMENT 25583825, FINDING THAT ON
JULY 7, 1977, A SPECIAL SERVICE AREA WAS ESTABLISHED PURSUANT TO
CHAPTER 120, [LLINOIS REVISED STATUTES, SECTION 1301, IN AND FOR
“SPECIAL SERVICE AREA NUMBER ONE," AND AUTHORIZING THE LEVY OF
ANNUAL TAXES ON ALL TAXABLE PROPERTY WITHIN SAID AREA FOR THE

PAYMENT OF THE COST OF FURNISHING SPECIAL MAINTENANCE SERVICES

N AND FOR SAID AREA.

PARTY WALL AGREEMENT DATED FEBRUARY 10, 1890, AND RECORDED
MARCH 18, 1890, AS DOCUMENT 1236125, MADE BY WILLIAM E. HALE WITH

LEVI Z. LEITER, FOR A PARTY WALL ON THE DIVIDING LINES BETWEEN.

PROPERTY DESCRIBED ASLOT | IN ASSESSOR'S RESUBDIVISION OF LOTS | TO
5 N ASSESSOR'S SUBDIVISION OF LOTS 1 TO 5 IN BLOCK 58 AND LOTS 2 AND
4 IN SAID RESUBDIVISION.

NOTICE BY THE COMMISSION ON CHICAGO HISTORICAL AND
ARCHITECTURAL LANDMARKS, PURSUANT TO THE PROVISIONS AND
PROCEDURES OF CHAPTER 21, SECTIONS 21-64.1 AND 21-642 OF THE
MUNICIPAL CODE OF CHICAGO, DATED JANUARY 21, 1976 AND RECORDED
JANUARY 26, 1976, AS DOCUMENT 23369993, DESIGNATING AS A “CHICAGO
LANDMARK" THE STRUCTURE KNOWN AS THE “RELIANCE BUILDING,"
LOCATED AT 32 NORTH STATE STREET, CHICAGO.

'ENCROACHMENT OF BUILDING LOCATED MAINLY UPON THE LAND OVER

THE EAST LINE A DISTANCE OF 4.80 FEET TO 4.84 FEET, AND ENCROACHMENT
OF BAYS OVER WASHINGTON STREET AND STATE STREET.

BLOCK 58, CENTRAL LOOP PROJECT REDEVELOPMENT AGREEMENT,
RELJANCE BUILDING BY AND BETWEEN CANAL STREET HOTEL, L.L.C. AND
THE CITY OF CHICAGO DATED , 1998 AND RECORDED
, 1998 AS DOCUMENT :

PRESERVATION AND CONSERVATION EASEMENT EXECUTED BY CANAL
STREET HOTEL, L.L.C. AND THE CITY OF CHICAGO DATED , 1998 AND
RECORDED , 1998 AS DOCUMENT .

. milparmil 4a¢
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Protection Act (415 ILCS 5/1 ef seg.); and (x) the Municipal Code
of Chicago. |

Bscrow: That certain construction escrow to be created by the
parties pursuant to the provisions described in subsection 4.7(c}
below.

Pinal Inspector’s Certificate: The meaning set forth in
subsection 4.7(¢) (6).

General Contractor: A general or prime contractor meeting ﬁhe
prior approval of the DPD hired by Developer as general contractor

to undertake the completion of the Project.

Hazardous Materials: Any toxie substance, hazardous

substance, hazardous material, hazardous chemical or hazardous,
toxic or dangerous waste defined or qualifying as such in (or for
the purposes of) any applicable environmental law, or any pollutant
or contaminant, and shall include, but not be limited to, petroleum
(including crude oil), any radiocactive material or by-product
material, polychlorinated biphenyls and asbestos in any form or
condition,

Historic Structures Report: The meaning set forth in Recital

Incremental Taxes: Ad valorem taxes which, pursuant to the
TIF Adoption Qrdinance and Section 5/11-74.4-8(b} of the TIF Act,
are allocated to and when collected are paid to the Treasurer of
the City of Chicago for deposit by the Treasurer into a special tax
allocation fund established to pay for Redevelopment Project Costs

and obligations incurred in the payment thereof.
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EXHIBIT D

Theose certain Schematics entitled "Hotel Reliance, Kimpteon

Hotel & Restaurant Group" prepared by Antunovich Associates
dated May 7, 1998.
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RELIANCE BUILDING RESTORATION
M/WEBE UTILIZATION PROJECTION BUDGET

Propoaed Adjusted
Budgsetfor
MMWERE Participstian

'Rlv'}ud 2908

Qrigina) Budpet

comments

1 '
; l USE OF FUNDS

EOS_IG ners lhd .ﬂLiﬂllfl

Architeciural

$579.738

9878.738

$123.407 |-

$123,407

St&{gmral '
MEP

$248,814

5248914

ol

5¢5.000

$25.000

_Oth'er Conayitants

$714.224

s?_L‘l 23‘

{ Subinial

31,798,183

31,788,192

Ccn'airuuﬁen-aalu Bulkllng

Hase Building.Plant

$11,989.700

§11,989.700

Qther Tananl improvemems

$50,000

$50,000

~$300.993

$300.663

Conlingency
i ' Subtoml

$12,340.983

$12,340,803

[Furniturel, Fixiures & Equipmant

Gu#si Rooms

$810.000

§910,000

Lobby

$1%0.000

$150.000

Masting Rooms

$30.000

$30.000

" Bullflout Allowance-RestaursntKichen

$1,227.300

$1.227,300
[

EquipmenvPrones/Accig,

5407145

407,148

All Qther

$505,538

$505,538

to] Subiotw

33,320,903

§3,220,083

fire-Opening Exaenses

Marketing Ogpariment

$212,100

$§212,100

Pra-bpening Labor

" 3198.478

188,478

Room Supplies

$66.008

$69.888

$147.500

$147,500

Administrative

§242.988

$242.808

Al Gther '
' - Sublotal

$3870,492

$870,882

Clasing, Maurance & Legal

$257,000

$287,000

ancln% Fees & Expanses
_...Loan Fess

$3680.000

50

(nvestment Analysis

$20,000

0

$6.000

¥0

Phase | Repont

$20,000

§0

Envitonmental Insurance

Subdtotsl

$408,000

$0

Devslopment momn'd, Fees & Expenses

Davelopment Fee

$700,000

$700.000

Developmant Reimbursements

5200.000

$200.000

Kimpton Fee

§100,000

$100,000

Sublotsl

1,000,000

$1,000.000

} { '
Interyst Carry '

$1,300,000

$633.279

$633,279

[Contingedcy -

§21,825,000

$20,120,000

TOTI‘_\L USES OF FUNDS:

i |
o

|
|
|
|







Exhibit F -

“TIF-FUNDED IMPROVLMLUNTS"

“Rlock 88, Contral Loop Radevelopment Project Ares, Rellance Ruilding”
Canal Street Hotel, L.L.C. Redgvelopment Agresment

“Revised an of $/548°
A) Designers & Enginesrs:
* Architectural $ 673,738
* Strystural $ 123,407
* MEDP $ 248814
* (livi} Engincering $ 25,000
* Other Consuliams
Sub-Total: 3 1,784,193
B) Rehabilitativa - Base Duliding: Sub-Total: § 11,989,708
C) Closing, Insurance & Legal: Sub-Tetali $ 257000
D) Financing Fees & Expentes:
* Loan Femn $ 360,000
* Invesiment Analysis $ 20,00 "5
* Phase | Repont s 5,000 %
¢ Fnvimnmeatal nsumnce § 20000 >
Sub-Total: $ 408,000 dg,
e
Totak: 3 14,439.893(*}) w

1 < ‘Ihis toeal of TIP.Fligihle improvementa i subject to the maximum leve) of reimbursement nt $2.3 million, &
move (ully described in the propascd reduvoiopment agresment between the City of Chicagn and Canal Strest Hol!,
LLL This TIMClighle budget may by smended from time o time by adjusting the values of individual linewilem
nctivitics and sub-activities to reflect actus) costa incurmixl wilh ibe arior wriie sparoxal of he, Denaceasl el

Bianaine and Developmmi,

s.velighes. || Fane. dods
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EXHIBIT H
COVENANT OF PERFORMANCE

This Covenant of Performance ("Covenant of Performance") is
made thig ____ day of . 1998 by Canal Street Hotel,
L.L.C., a Delaware limited liability company ("Developer"), to the
City of Chicage, an Illinois municipal corporation ("City"),

RECITALS

WHEREAS, the City Council of the City, by ordinance adecpted
, 1998, authorized the execution by Developer and the
City of that certain "Block 58, Central Loop Project Redevelopment
Agreement, Reliance Building" dated as of ¢ 1998
{"Redevelopment Agreement"); and

WHEREAS, all capitalized terms, unless otherwise defined
herein, shall have the meaning for them ascribed in the
Redevelopment Agreement; and

WHEREAS, the Redevelopment Agreement provides inter alja for

the conveyance by the City to Developer of certain real property
locazed at 32-36 North State Street, Chicago (for purposes of this
Covenant, the "Land"} as legally described in Exhibit A attached
hereto, and the restoration and redevelopment of the Project (for
purposes of this Covenant, the "Project*) on the Land (the Land and
the Project are collectively referred to as the "Property'); and

WHEREAS, the Project was restored, renovated and redeveloped
by Developer in part by utilizing sums derived from the City
("City’'s Financial Contribution", as such term is further described
in the Redevelopment Agreement) in the aggregate amount of Three
Million Five Hundred Thousand Dollars ($3,500,000,00); and

WHEREAS, the Clty‘s Pinancial Contribution has been derived
from Incremental Taxes allocated to the City in accordance with the
TIF Plan and the TIF Adoption Ordinance and/or the proceeds derived
from the sale of City of Chicago Tax Increment Allocation Bonds
(Cantral Loop Redevelopment Project), Series 1997, and more
particularly the taxable Series 19978 portion thereof; and

WHEREAS, any use of the City’s Financial Contribution must be
in accordance with any laws, regulations and ordinances governing
the use of such funds, including, without limitation, the Illinois
Tax Increment Allocation Redevelopment Act, 65 ILCS §/11-74.4-1 gt
seq. (1996); and

WHEREAS, the utilization of the City’s Financial Contribution
to pay for certain Redevelopment Project Ceosts is in consideratinsn
for the performance by Developer of certain obligations relating to
the restoration, renovation and redevelopment of the Project, and
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after the issuance of the Certificate by the CTity, of certain use
and performance covenants until the expiration of the Term of the
Agreement, and any suma of the City’s Financial Contribution may be
recovered by the City only upon the terms and conditions set forth
in the Covenant of Performance (hereinafter defined) securing the
same;

NOW, THEREFORE, in consideration of the benefita accruing to
Developer as a result of the Redevelopment Agreement, Developer
covenants to the City as follows:

1. It shall restore, renovate and redevelop the Project in
accordance with the terms and conditions of the
Redevelopment Agreement.

After the issuance of the Certificate by the City until
the expiration of the Term of the Agreement, Developer
shall perform and abide by those certain Use and
Performance Covenants, as are more particularly described
in subsection 7.2 of the Redevelopment Agreement,

If, from -the execution date of the <Covenant of
performance until the expiration of the Term of the
Agreement ("Enforceability Period"), Developer defaults
with regard to the performance of its constructicn
requirements or fails to comply with the Use and
performance Covenants, and after the expiration of any
applicable cure period, the City shall be entitled to
recapture, and Developer shall be obligated to pay the
Ccity, an amount equal to $3,500,000; provided, however,
that this amount shall decline by an equal amount on the
first day of each month subsequent to the execution date
of this Covenant of Performance so that the amount
potentially due and owing the City reaches $0.00 by March
1, 2007,

Provided that Developer has complied fully with the terms
of the Covenant of Performance during the Enforceability
Period, the City, within thirty (30} days of receipt of
a written request from Developer, shall issue a release
of the Covenant of Performance.

Any payment of recapture sumg as described in this
Covenant of Performance to be made by Developer to the
¢ity pursuant to the Covenant of Performance shall be
made at the Office of the City Comptroller for the City
of Chicago, Illinois, or at such other places designated

by the City.

If any lawsuit is instituted by the City to recover any
sums owed the City pursuant to cthe Covenant of
performance, Developer agrees to pay all of the City’s
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costs incurred as a result of such collection, including
reasonable attorney’'s fees and court costs.

Demand, protest and notice of demand and protest are
nereby waived.

This Covenant of Performance is submitted to the City at
City Hall in the City of Chicago, State of Illinois, and
shall be deemed to have been made thereat. This Covenant
of Performance shall be governed and controlled as to
interpretation, enforcement, wvalidity, construction,
effect and in all other respects by the laws, statutes
and decisions of the State of Illinois. Developer, in
order to induce the City to accept this Covenant of
Performance, and for other good and valuable
consideration, the receipt and sufficiency of which are
hereby acknowledged, agrees that all actions or
proceedingg arising directly, indirectly or otherwise in
connection with, out of, related to or from this Covenant
of Performarnce shall be litigated, at the City’s sole
discretion and election, only in courts having a situs
within the County of Cook, State of Illinois. Developer
hereby consents and submits to the jurisdiction of any
local, state or federal court located within said county
and state, To the extent permitted by law, Developer
hereby knowingly, voluntarily and intentionally waives
the right it may have te a trial by jury in any
litigation based hereon, or arising out of, under or in
connection with this Covenant of Performance and any
agreement corntemplated to be executed in conjunction
herewith. This provigion is a material inducement for
the City to enter into the Redevelopment Agreement with
Developer,

This Covenant of Performance is not personally binding on
Developey. The City shall have recourse only to the
Property for the satisfaction of any amount owing
hereunder, and the rights of the City shall be subject to
the rights of the holder of the First Mortgage. This
Covenant of Performance shall be binding until March 1,
2007 upon Developer as owner of the Property, and any
sSuccessor awner.
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IN WITNESS WHEREOP, the Covenant of Performance has been duly
executed by Developer, as of the date above written.

CANAL STREET HOTEL, L.L.C.,

a Delaware limited liability
company

By: CANAL HOTEL PARTNERS, LP,
an Illinois limited partnership

By:
Daniel T. McCaffery
General Partner

By: RELIANCE INVESTCRS, LTD,
a Florida limited partnership

By: MANSUR EQUITIES, LTD,
a Florida corporation,
the general partner

By
E., Barry Mansur
Pregident

By:
Erik Moskowitz
Executive Vice President

By: GRANITE DEVELOPMENT, L.L.C.,
an Illinois limited liability
company

By:

Joseph A. Williams
Pregident
By:

Larry Huggins
Treasurer
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EXHIBIT I
OPINION OF COUNSEL
{Tc be retyped on Canal Street Hotel’s Counsel's letterhead)

. 1998

City of Chicago

City Hall

121 North LaSalle Street
Room 610

Chicago, Illingis 60602

ATTENTION: Corporation Counsel

Ladieg and Gentlemen:

We have acted as counsel to Canal Street Hotel, L.L.C., a
Delaware limited liabilicy company ("CSH"), in connection with the
acquisition of that certain property ("Property") from the City of
Chicage ("Ciry*) which is located at 32-36 North State Street,
Chicago, in the Central Loop Tax Increment Redevelopment Project
Area. The Property is presently improved with a fourteen story
office building commonly known as the Reliance Bulilding, which
building has been designated as a State and City landmark and is
also listed on the National Register of Historic Places. Pursuant
to the terms of that certain redevelopment agreement executed by

the City and CSH, CSH shall undertake to restore the interior and

certain of the exterior features of the Reliance Bulldlng {the
"Project", as said term is more fully described in the
Redevelopment Agreement). In that capacity, we have examined,
among other things, the following agreements, instruments and
documents of even date herewith, hereinafter referred to as the
"Documantg":

{a) Block 58, Central Loop Project Redevelcpment Agreement
Reliance Building ("Redevelopment Agreement”) executed by
CSH and the City as of , 1988,

(b) Escrow Agreement #98 dated as of , 1998
executed by CSH, the City and Chicagoc Title and Trust

Company, as Escrowee;

(e} Covenant of Performance from CSH to the City dated as of
, 1998; and

(d) Public Benefits Agreement executed by the City and CSH as
of , 1998,

(e) Preservation and Conservation Easement executed by the
City and CSH as of , 1398;
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Inspector: The independent inspector selected by the City and

Developer pursuant to subsection 4.7(c) (6) below.

Landmarke Cozmission: The Commission on Chicago Landmarks of

the City.

Lender: The meaning set forth in subsection 4.7(3) below.

Lender Financing: The meaning set forth in subgecticn 4.7(a}
belaw,

Letter of Credit: The meaning set forth in subsection 4.7;bl
below.

Loan Agreament: The meaning set forth in subsection 4.7(a)
below.

North Loop Project Area: The meaning set forth in Recital C,

North Loop TIF Plan: The meaning set forth in Recital C.

Phase II Improvements: The meaning set forth in Recital I.

Praservation Easement: That certain easement affecting the
Property running with the land concerning the preservation and
maintenance of the facades of the Building and certain of its
interior improvements and features,

Project: The rehabilitation of the Building, including the
restoration of the historic interior of the Building, and the
development of the Building for use and operaticn of a first class
hotel with related restaurant facilities (all as further described
in Recital J and subsections 4.2 and 4.3 of cthe Adreement and
Exhibit P}, in accordance with Working Drawings and Specifications

approved by the City pursuant to subsection 4.4 below.
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Completion Guaranty from Daniel T. McCaffery to the City
dated as of , 1998; and

gll other agreements, instruments and documents executed
in connection with the foregoing.

In addition to the foregoing, we have examined:

(1) the original or certified copies of: {i) the limited
liability company agreement for CSH ("LLC Agreement"); (ii)
the limited partnership agreement for Canal Hotel Partners,
LP; (iii} the limited partnership agreement for Reliance
Investors, LTD; (iv) the limited liability company agreement
for Granite Development, L.L.C.; (v) a certificate of good
standing from the State of Illinois for CSH and Granite
Development, L.L.C.; (vi) a certificate of good standing from
the State of Illinois and the State of Florida for Mansur
Equities, Ltd,; (vii) records of all proceedings relating to
the Project; and

{2) such other documents, records and legal matters as we have
deemed necessary or relevant for purposes of issuing the
opinions hereinafter expressed.

In all such examinations, we have assumed the genuineness
of all s3ignatures (other than thoge on behalf of CSH), the
authenticity of documents submitted to us as originals and
conformity to the originals of all documents submitted to us as
certified, conformed or photostatic copies.

Based on the foregoing, it is our opinion that:

1. CSH 18 a limited 1liability company duly organized,
validly existing and in good standing under the laws of the state
of Delaware, has full power and authority to own and lease its
properties and to carry on its business as presently conducted, and
is in good standing and duly qualified to do business under the
lawg of every gtate, including the State of Illinois, in which the
conduct of its atfairs or the ownership of its assets requires such
qualification, except for those states in which its failure to
qualify to do business would not have a material adverse effect on
it or its business.

2. CSH has full right, power and authority to execute and
deliver the Documents to which it is a party and to perform its
obligations thereunder, Such execution, delivery and performance
will not conflict with, or result in a breach ¢of, the LLC Agreement
or result in a breach or other viclation of any of the terms,
conditions or provisions of any law or regulation, order, writ,
injunction or decree of any court, government or regulatory
authority, or, to the best of our knowledge after diligent inquiry,
any of the terms, conditions or provisions of any agreement,
instrument or document to which CSH is a party or by which CSH or
its properties is bound, To the best of our knowledge after
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diligent inquiry, such execution, delivery and performance will not
constitute grounds for acceleration of the maturity of any
agreement, indenture, undertaking or other instrument to which CSH
is a party or by which it or any of its property may be bound, or

result in the creation or imposition of (or the obligation to

create or.impose) any lien, charge or encumbrance cn, or security
interest in, any of its property pursuant to the provisions of any
of the foregoing, other than in favor of the Lender.

3. The execution and delivery of each Document and the
performance of the transactions contemplated thereby have been duly
authorized and approved by all requisite actiocn on the part of CSH:

4. Each of the Documents to which CSH is a party has been
duly executed and delivered by a duly authorized officer of CSH,
and each such Document constitutes the legal, valid and binding
obligation of CSH, enforceable in accordance with its terms, except
as limited by applicable bankruptcy, reorganization, insolvency or
similar laws affecting the enforcement of creditors’ rights
generally.

5. To the best of our knowledge after diligent inquiry, no
judgments are outstanding against CSH, nor is there now pending or
threatened, any litigation, contested claim or governmental
proceeding by or against CSH or affecting CSH or its property, or
seeking te restrain or enjoin the performance by CSH of the
Agreement or the transactions contemplated by the Agreement, or
contegting the validity thereof. To the best of our knowledge
after diligent inquiry, CSH is not in default with respect te any
order, writ, injunction or decree of any court, government or
regulatory authority or in default in any respect under any law,
order, regulation or demand of any governmental agency or
instrumentality, a default under which would have a material
adverse effect on CSH or its business.

6. To the best of our knowledge after diligent inquiry,
there is no default by CSH or any other party under any material
contract, lease, agreement, instrument or commitment to which CSH
is a party or by which the company or its properties is bound.

7. To the best of our knowledge after diligent inquiry, all
of the assets of CSH are free and clear of mortgages, liens,
pledges, sgecurity interests and encumbrances except for those
specifically set forth in the Documents.

8. The execution, delivery and performance of the Documents
by CSH have not and will not require the consent of any person or
the giving of notice to, any exemption by, any registration,
declaration or filing with or any taking of any other actions in
respect of, any persgon, including without limitation any court,
government or regulatory authority.

9. To the best of our knowledge after diligent inquiry, CSH
owns or possesges or is licensed or otherwise has the right to use
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all licenses, permits and other governmental approvals and
authorizations, operating authorities, certificates of public
convenience, goods carriers permits, authorizations and other
rights that are necessary for the operation of its business.

10. A federal or state court sitting in the State of Illinoiz

and applying the choice of law provisions of the State of Illinois
would enforce the choice of law contained in the Documents and

apply the law of the State of Illinois to the transactions
evidenced thereby.

This opinion is isgsued at CSH's request for the benefit of the
City, its counsel and may not be disclosed to or relied upon by any
other person,

Yours very truly,
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THE NORTE 1/4 AND TNR NORTH 10 FEET OF THR SOUTH 3/4 OF
LOT 1 IN BIOCK 58 IN THE ORIGINAL TOWN OF CHICAGO IN THE
SOUTHEAST 1/4 OF SECTION 9, TOWNSHIP 39 NORTHM, RANGE 14

EAST OP THE THIRD PRINCIPAL MERIDIAN, IN COOR COUNTY,
ILLINOID. .

commonly known as: J2=3§ North State Street,
Chlcago, Illinecis

PINt  17-09-4643-004~0000
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EXRIBIT J
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EXHIBIT K

PUBLIC BENEBPITS AGREEMENT

THIS PUBLIC BENEPITS AGREEMENT ("Agreement" ]

entered into as of che day of d , 1998, )by1§n<;na§eetw:22
the CITY OF CHICAGO, an Illinois municipal corporation, having its
principal cffice at City Hall, 121 North LaSalle Street, chicago,
Illinois 60602 ("City"), and CANAL STREET HOTEL, L.L.C., a Delaware
limited liability company, having its principal address c/o CCR
McCaffery Developments at 737 North Michigan Avenue, Suite 2050,
Chicago, Illincis 60611 ("Developer").

RECITALS

WHEREAS, the City and Developer have executed that certain
"Block 58, Central Loop Project Redevelopment Agreement, Reliance
Building" dated as of . 1998 ("Redevelopment Agreement")
relaring to the acquisition by Developer of the Reliance Building
("Building") and the agreement of Developer to preserve the
exterior of the Building and to undertake further restoration work
to the extericr and the intericor of the Building in accordance with
rhe terms and conditions of the Redevelopment Agreement ({the
"Project"); and

WHEREAS, upon completion of the Project, Develcper shall
operate a first class hotel with ancillary first class restaurant
facilities; and

WHEREAS, all capitalized terms in this Agreement, unless
otherwigse defined herein, shall have the meanings ascribed for them
in the Redevelopment Agreement; and

WHEREAS, in consideraticon of the City entering into cthe
Redevelopment Agreement and providing the City’s Financial
Ccontribution towards the cost of the Project, and as required in
the Redevelopment Agreement, Developer has agreed to provide to the
City certain public benefits, all as described more fully below:

NOW, THEREFORR, in consideration of the foregoing preambles,
each of which is made a contractual part hereof, and of the mutual
covenants and agreements contained herein and in the Redevelopment
Agreement, the parties agree as follows:

1. Public Benefits Program. Developer shall provide, as
public benefits to the City, che cash, cash equivalent and in-kind
contributions, services, programs and benefits set forth in
Schedule 1 attached hereto and incorporated herein by this
reference ("Public Benefits Program'). The Public Benefits Program
is primarily intended to be derived from the operation of the hotel
and ancillary facilities at the Building by Developer or its
agents. Developer's commitment and agreement to provide the Public

1
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Benefits Program shall last for the Term of the Agr '
2237period from the date hereof through and incft;T:;mﬁérgfl??
2. Reporting. During the Term of the Agreement com i
with the month that Developer begins constructgon of the P?g?gégg
and chereafter on a semi-annual basis until the completion of
construction of the Project, and thereafter, on the month that the
Hotel Operator (as defined in Schedule 1 below! commences with the
operation of the hotel and thereafter on a semi-annual basis until
the expiration of the Term, Developer shall sgubmit a general
activity report for the Public Benefits Program covering the
preceding reporting period and, to the extent feasible and
foreseeable, projecting activities anticipated to occur. for the
upcoming reporting period with respect to the Public Benefits
Program. Such reports shall be addressed and submitted to the
Department of Planning and Development of the City {(to the
attention of the Commissicner) at the address cherefor set forth in
Paragraph 4 below. '

3. Defaylt. Failure of Developer to comply with the terms
and conditiong of this Agreement, which failure continues uncured
for a period of agixty (60) days after written notice of default
from the City, shall be a default hereunder and shall be considered
an Event of Default under the Redevelopment Agreement. ,

4. Notice., Any notice or submission required or desired to
be given pursuant to or in connection with this Agreement shall be
in writing and shall be mailed postage prepaid by registered or
certifiad mail with return receipt requested, or hand delivered and
racajipted, as follows:

If to the City: City of Chicago
Department of Planning and
Development
Room 1000, City Hall
121 N, LaSalle Street
Chicago, Illinois 60602
Attn: Commisgioner
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If to Developer: Canal Street Hotel, L.L.C.
c/0 CCR McCaffery Developments
737 North Michigan Avenue
Suite 2080
Chicage, Illincis 60611
Attn: President

Notices and submissions are deemed to have been received by
the parties three {3) days after mailing. The parties, by notice
given hereunder, may designate any further or different addresses
to which subsequent notices, submissiona or other communications
shall be sent,.







5. Headings. The headinga of the various Para '
Agreement have been inserted for convenient refergzgshzé?;tggg
shall not in any manner be construed as modifying, amending or
affecting in any way the express terms and provisions hereof,

6. Governing Law. This Agreement shall be governed d
construed in accordance with the lawg of the Stategof Illinggs?n

7, gEngire Agqreement. This Agreement shall constitute the
entire agreement of the parties regarding the subject matter
herecf. This Agreement may not be modified or amended in any
manner other than by written agreement executed by the parties.

8, Severability. If any provision of this Agreement, or any
paragraph, sentence, clause, phrase or word or the application
thereof is held invalid, the remainder of this Agreement shall be
construed as if such invalid part were never included and this
Agreement shall be and remain valid and enforceable to the fullest
extant permitted by law.

. 9. H iver £ ' Any delay by the City in
insticuting or prosecuting any actions or proceedings or otherwise
asserting its rights and remedies shall not oparate as a waiver of
such rights or remedies or operate to deprive the City of or limit
guch rights in any way., No waiver by the City with respect to any
apecific default by Developer shall be construed, considered or
rreated as a waiver of the rights of the City with respect to any
other defaults of Developer.

10, Cumulative Remadies. The City may exercise all remedies
provided by law or in equity in the event of a default hereunder.
All remedies shall be cumulative and the exercise of any cne or
more remedies shall not be construed as a waiver of any other

remedies.

11. Digclaimer. No provision of this Agreement, nor any act
of the City, shall be deemed or construed by Developer, or by any
third persons, to create any relationship of third-party
beneficiary, or of principal or agent, or of limited or general
partnership, or of joint venture, or of any association or
relationship invelving the City.

12. pBinding Kffect. This Agreement shall be binding on the
parties hereto, their successors and assigns.

13. Terxm. The term hereof shall be for the Term of the
Agreement. However, the term may be amended and extended by
written agreement of the parties.

14. Counterpartg. This Agreement may be executed in one or
more counterparts, each of which shall be deemed an original and
all of which shall constitute one and the same Agreement.

3
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IN WITNESS WHEREOF, the parties hereto have executed or caused
this Agreement to be executed, all as of the date first written
above.

CANAL STREET HOTEL, L.L.C.,

a Delaware limited liability
company

8y: CANAL HOTEL PARTNERS, LP,
an Illincis limited partnership

BY

Daniel T. McCaffery
General Partner

RELIANCE INVESTORS, LTD,
a Florida limited partnership

By: MANSUR EQUITIES, LTD,
a Plorida corporation

By:
E. Barry Mansur

Pregident

By:
Erik Moskowitz
Executive Vice President

GRANITE DEVELOPMENT, L.L.C.,
an Illinois limited
liability company
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By:
Joseph A, Williams, member

By:
Larry duggins, member

CITY OF CHICAGO, .
an Illincis municipal corporation

By:
Christopher R, Hill
Commissioner of Planning
and Development







SCHEDULE |

Developer, in conjunction with the hotel operator for the Reliance Building project (“Hotel
Operator™), will institute employment-related initiatives to ensure to the extent feasible,
opportunities are afforded to City residents of the City of Chicago. Developer's initiatives will use
the services of one or more of the following organizations, or other organizations acceptable to the
City performing similar functions:

. CARE Center - Community Job Referral System

The Community Area Resident Economic (CARE) Center aims to create a better
standard of living for community residents by providing the necessary support
services for residents to find and maintain employment and housing. The program
combines the services of the Mayor's Office of Workforce Development/Workforce
Solutions (*WDWS"), the Department of Housing and the Department of Planning
and Development, along with other various agencies. CARE ensures that residents
are informed of employment opportunities and prepares residents for employment
through job-readiness training and skill-building services. Links with various local
agencies enable residents to obtain services such as day care, ransportation and other
support to locate and maintain employment.

School-To-Work Initiative with Hospltality Institute

The school-to-work initiative prepares Chicago-area high school students for
successful and meaningful careers in the hospitality industry. The initiative
combines classroom training in hotel operations and management with paid
employment and leadership opportunities. The consortium of strategic players-

. consisting of selected Chicago Public Schools, the MPEA Hospitality Institute,
Target Group Inc. and the Hotel Operator will bring business and education together,
The shared approach prepares students for successful employment in the hotel
industry, creates a qualified pool of employees and decreases training and
educational costs. As the employer, the Hotel Operator will engage in mentor
relationships with student participants, make classroom presentations, provide paid
employment opportunities for students, and consider program graduates for full-time
employment,
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Prevailing Wage Requirement & Monitoring Function

Target Group Inc. will work closely with the general contractor and all
subcontractors to ensure that they understand and comply with the State of [llinois’
Prevailing Wage requirements, Specific efforts will include developing pertinent
contract language 10 be included in all subcontract agreements, reviewing certified
payrolls for verification and site visits to ensure the requirements are being met.







Property: That certain real estate in Block 58, defined as
such in Recital F, and legally described on Exhibit A attached
hereto.

Public Benefits Agresment: That certain agreement to be
entered into between the City and Developer in connection with the
Agreement substantially in the form attached hereto as Exhibit K.

Recorder's Office: The Office of the Recorder of Deeds of
Cook County, Illinois.

Redevelopment Documents: The Redevelopment Pla:n 2nd the North

Loop TIF Plan, as amended by Part B of, and otherwise supplemented

by, the Central Loop TIF Plan. The Redevelopment Documents shall

include any revigion made from time to time by the City, provided
that no such revision shall: (i) alter the use of the Property for
the purposes contemplated by the Agreement; (ii) subatantiaily
alter the schedule for Completion of the Project; or (iii)
expressly require Developer to take any action or imposes on
Developer an obligation that results in a material increase in the
overall development costs of the Project or Developer’s share
thereof.

Redevelopment Project Costs: Redevelopment project costs as
defined in Section 5/11-74.4-3(q) of the TIF Act, as amended from
rime to time, that are included in the budget set forth in the TIF
Plan or otherwise referenced in such Plan.

Related Agreements: The Covenant of Performance, the Public

Benefits Agreement and the Completion Guaranty.

11
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. Welfare (o Work Program

Employment opportunities designated by project contractors and the Hotel Operator
will be listed in the Welfare to Work Program’s Job Bank. Target Group will work
with a consortium of strategic partners, led by the WDWS and the MPEA Hospitality
Institute, to establish a skills training center to prepare participants for the workplace

through a variety of skills assessments, job-readiness training and industry-spegific
training.

Participants will be identified by local community organizations and local agencies
including the [llinois Department of Child and Family Services, the [llinais -
Department of Public Aid and the Chicago Housing Authotity, Various supportive
services, such as day care and financial counseling, will be provided to program
participants to increase their success in the workplace. As participants graduate from
work-preparedness training, they will be referred to potential employment
opportunities through listings in WDWS' *Job Bank."

. WORKFORCE DEVELOPMENT

Developer shall enter into an agreement with WDWS regarding the training,
preparation and development of persannel to work for the Hotel Operator at the hotel.
The agreement shall be substantially in the form of Exhibit A anached to this
Schedule 1, and shall be attached to the operating agreement with the Hotel Operator.

£T99198L
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EXHIBIT M
COMPLETION GUARANTY

THIS COMPLETION GUARANTY {("Guaranty”) is made and entered into

as of the _ day of « 1998 by Daniel T. McCaffery
{(*Guarantor"), to and for the benefit of the City of Chicago, an
Illinois municipal corporation (the "City"),
RECITALS

WHEREAS, Canal Street Hotel, L.L.C., a Delaware limited
liability company ("Developer"), has entered into that certain
Block 58, Central Loop Project Redevelopment Agreement, Reliance
Building with the City dated . 1998 ("Redevelopment

Agreement") regarding the redevelopment of the Property that is
owned or to be owned by Develcoper as contemplated therein; and

WHEREAS, pursuant to the Redevelopment Agreement, Developer
has undertaken to complete the Project at the Property, which
entails among other things the restoration and redevelopment of the
Reliance Building, which currently improves the Property; and

WHEREAS, Guarantor is the general partner of Canal Hotel
Partners, L.P., an Illinois limited partnership, which limited
partnership has a 47¥% interest in Developer and ig the principal
entity overseeing the undertaking of the Project; and

WHEREAS, as a condition of entering into the Redevelopment
Agreement, the City has required that Guarantor enter into this
Guaranty to secure the Completion of the Project on the terms and
conditions hereinafter set forth;

NOW, THEREFORE, in consideration of the foregoing premises,
the mutual covenants and agreements contained herein and for other
good and valuable consideration, including the City entering into
the Redevelopment Agreement as induced by Guarantor providing this
Guaranty, the receipt and sufficiency of which are hereby
acknowledged, it is hereby agreed by Guarantor as follows:

1. Definitions. For the purposes of this Guaranty, all
capitalized terms not otherwise defined shall have the same
definitions and meanings as are contained in the Redevelopment

Agreement,

2. The Guarapty. Subject to the terms and conditions
herecf, Guarantor irrevocably and unconditicnally undertakes and
guarantees {a) the full and faithful performance of the obligations
set forth in the Redevelopment Agreement on Developer’'s part to be

1
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kept and performed with respect to the Project, including without
limiting the generality of the foregoing, the obligation to cauge
the Project to be developed, reconstructed and constructed within
applicable time limitations set forth in the Redevelopment
Agreement in accordance with permit plans and specifications which
have been developed based on design development plans and
specifications reviewed and approved by the City pursuant to the
Redevelopment Agreement (as such final plans and specifications may
be modified, amended or supplemented from time to time pursuant to
and in accordance with the Redevelopment Agreement), and in any
event to cause Campletion of the Project by . 1999,
subject to Permitted Delays (collectively, all such obligations are
referred to herein ag the “Construction Obligations"}; and (b) the
payment of all costs associated with Completion of the Project, all
in accordance with the Redevelopment Agreement, including but not
limited to, any and all increases to the Budget as approved from
time to time by the City.

Upon Completion of the Project and fulfillment of all of the
Construction Obligations and vreceipt from the City of the
Certificate regarding Completion in accordance with Section 4.13 of
the Redevelopment Agreement, all of the Construction Cbligations
undertaken by Guarantor and all the obligations of Guarantor to pay
for or cause te be paid for Completion of the Project under this
Guaranty shall be conclusively deemed to have been satisfied,

except as qualified for amounts in respect of which there is a bona
fide dispute until such dispute has been resolved or determined and
all sums owed have heen paid.

3. gconstruction Obligations of the Guaraptor. If (a) the
Construction Obligationsa are not timely performed by Developer, or
(b) the City takes possession of the Property prior to the
Completion of the Project by reason of an "Event of Default", as
defined under the Redevelopment Agreement or the Covenant of
performance, or a refusal by Developer to continue performing the
Consttruction Obligations, or (c) the City has the right to cease
making or to refuse to make any further disbursements to Developer
under the Redevelopment Agreement (any such nonperformance, taking
of possession or refusal to make advances being herein sometimes
called a “"Default"), then, subject to the terms and conditions
hereof, Guarantor unconditiocnally and irrevoecably agrees:

(L} within five (5) days after written demand by the City, to
immediately assume full responsibility for the Completion
of the Project under the same standards and other
requirements as apply to Developer under the
Redevelopment Agreement;

at the cost and expense of Guarantor, to promptly and
expeditiously perform the Construction Obligaticns in
accordance with the provisions of the Redevelopment
Agreement; provided that so long as (1) chere is no

+
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default by Guarantor hereunder and (2) but for
Developer's failure to fully and faithfully perform the
Congtructicn Obligations, all conditions of an Advance by
the City under the Redevelopment Agreement are satisfied,
the City, from time to time as the Project progresses,
shall make available to Guarantor so assuming the
respongibility and ocbligations hereunder, any undisbursed
amount in the City’s Financial Contribution budgeted for
purposes of Completion of the Project (but only in
accordance with and limited by the applicable provisions
in the Redevelopment Agreement regarding Advances},
subject to performance by Guarantor of all Construction
Obligations, including but not limited to compliance with
the provisions thereof requiring as a pre-condition of
any Advance by the City the deposit of additional funds
with the Escrowee in the event that the total costs
remaining to achieve Completion of the Project, as
reascnably estimated and determined in accordance with
the Redevelopment Agreement, shall exceed the undisbursed
amount of required Developer's Financial Contribution
when taking into account the City's Financial
Contribution;

to indemnify and hold the City harmless from any and all
loss, cost, damage, liability or expense the City may
suffer by reason of any Default described in clause (a)
or clause {¢) above; and

4

to reimburse or repay the City fully and within five (5)
days of written demand for all outlays and expenses that
the City may incur or expend pursuant to Paragraph 4 of
this Guaranty, including, without limitation, all outlays
and expenses that the City may make or incur if the City,
following a refusal to perform by Guarantor, in its sole
digcretion, elects to undertake Completion of the Project
in sgubstantial accordance with the terms of the
Redevelopment  Agreement, with such changes or
modificationa thereto as the City deems necessary and
that do not materially adversely affect the design of the
Project (except as otherwise permitted by the
Redevelopment Agreement).
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4. The City's Option to Complete the Project. If at the
time of any Default giving rise to Guarantor’'s liability hereunder,
there does not then or at any time during the course of
Guarantor's performance hereunder exist an Event of Default (a
"performance Default") other than an Event of Default relating
solely to Develcper's failure to timely perform the Construction
Obligations, then Guarantor may continue to retain the services of
the General Contractor serving at the time of the Default or may
select a competent and experienced successor construction manager
or general contractor acceptable to the City.
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If at the time of any Default giving rise to Guarantor’'s
liability hereunder, or at any time thereafter until Completion of
the Project, there exists a Performance Default, the City shall
have the right, at its scle discretion, to determine whether or not
fand, if se, to what extent) the Project should be continued, TIf
and to the extent that the City elects to continue the Project
following (a) any Default or (b} Guarantor‘'s failure to perform its

obligations under this Guaranty relating to the Completion of the

Project and the other Construction Obligations within five (5) days
after written demand, the City at its sole option, shall have the
right to terminate the Construction Manager's agreement and replace
the Construction Manager with a successor construction manager or
general contractor selected by the City in its sole judgment and to
take such other actions it believes necessary for the Completion of
the Project as provided for in this Guaranty (but with the further
right to suspend or terminate such actions at any time) either
before, during or after commencement of any foreclosure proceedings
and before, during or after the pursuing of any other remedy of the
City against Developer or Guarantor, and expend such sums as the
City in its reascnable judgment determines to be necessary or
appropriate for the Completion of the Project in accordance with
any approved plans and specifications, as may be qualified by the
provisions of thig Guaranty. No such actions by the City will
release or Limit the liability of Guarantor hereunder. The amount
of any and all expenditures for the Completion of the Project made
by the City for the foregoing purposes in excess of the amounts
allocated herefor under the Budget or the Redevelopment Agreement
ag part of the City's Financial Contribution shall be immediately
due and payable to the City by Guarantor on demand of the City. In
addition, when notified by the City of the existence of any
"pDeficiency" (hereinafter defined), Guarantor will promptly pay to
the City for deposit with the Escrowee an amount in cash equal to
the amount of such Deficiency. As used herein, the term Deficiency
means (a) the amount that the City reasonably determines will be
required to be expended for Completion of the Project over (b} the
undisbursed proceeds of the Develcoper’s Financial Contribution and
the City’s Financial Contribution that is available pursuant to the
provisions of the Redevelopment Agreement and this Guaranty., It is

understood and agreed that any undisbursed funds or funds being.

held in any accounts created under or pursuant to the terms of the
Redevelopment Agresement shall not be available to or for the
benefit of Guarantor for payment of Project costs or any other
costs for which Guarantor is responsible for hereunder except to
the extent and in the manner set forth in Paragraph 3 above,

5. Representations and Warrantieg. The following shall
constitute representations and warranties of Guarantor and
Guarantor acknowledges that the City intends to enter into the
Redevelopment Agreement in reliance thereon:

(a} Guarantor is not in default and no event has occurred
which with the passage of time and/or the giving of

4
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no;ice will constitute a default under any agreement to
which Guarantor is a party, the effect of which will
impalr performance by Guarantor of its obligations
pursuant to and as contemplated by the terms of this
Guaranty, and neither the execution and delivery of this
Guaranty nor compliance with the terms and provisions
hereof will viclate any presently existing provision of
lay or any presently exiscing regulation, order, writ,
injunction or decree of any court or governmental
department, commission, board, Dbureau, agency or
ingcrumentality, or will conflict or will be inconsistent
with, or will result in any breach of, any of the terms,
covenantg, conditions or provisions of, or constitute a
default under, any indenture, mortgage, deed of trust,
instrument, document, agreement or contract of any kind
that c¢reates, represents, evidences or provides for any
lien, charge or encumbrance upon any of the property or
assets of Guarantor, or any other indenture, mortgage,
deed of trugt, instrument, document, agreement or
contract of any kind to which Guarantor is a party or by
which Guarantor or any of its property may be subject, or
in the event of any such conflict, the required consent
or waiver of the other party or parties thereto has been
validly granted, is in full force and effect, is valid
and sufficient therefor and has been approved by the

City;

There are no actions, suits or proceedings pending or
rhreacened against Guarantor before any court or any
governmental, administrative, regulatory, adjudicatoryor
arbitrational body or agency of any kind that will
adversely affect performance by Guarantor of its
obligations pursuant to and as contemplated by the terms
and provisions of this Guaranty; and

Naither this Guaranty nor any document, financial
gtatement, credit information, certificate or statement
heretofore furnished or required herein to be furnished
to the City by Guarantor contains any untrue statement of
material fact or omits to state a fact material to this

Guaranty,

Certain Covenants. Guarantor agrees and covenants that:

aAny indebtedness of Developer now or hereafter existing,
together with any interest thereon, to Guarantor, and all
rights of Guarantor to any fees, salaries or commissions
due it or itg affiliates from Developer whether current
or accrued are hereby subordinated to any indebtedness of
Developer to the City under any of the Redevelopment
Agreement, Covenant of Performance or other Related
Agreement (the "Deal Documents"), and such indebtedness

5







of Developer to Guarantor in the event of a default
hereunder or the existence of an Event of Default under
the Deal Documents shall be collected, enforced and
received by Guarantor in trust for the benefit of the
City and shall be paid over to the City on account of any
indebtedness of Developer to the City but without
impairing or affecting in any manner the liability of
Guarantor under the other provisions of this Guaranty. So
long as no Event of Default exists under the Deal
Documents and no default has occurred hereunder,
Guarantor may apply to its accounts, payments made to it
by Developer on Developer’s indebtedness held by or due
te Guarantor; :

(b} Aany lien, security interest or charge on the Property,
the personal property located thereon, all rights therein
and thereto, or on the revenue and income to be realized
therefrom, which Guarantor may have or obtains as
security for any loans, advances or costs in connection
with the Property and the Completion of the Project shall
be, and such lien, security interest or charge hereby is,
subordinated to all liens and security interests
heretofore, now or hereafter granted by Developer under
the Deal Documents; provided that the right of Developer
to grant or permit any such lien, security interest or
change on the Property shall remain governed by, and
limited to the extent provided in, the Deal Documents;

(c) The liability of Guarantor shall in no way be affected,
diminigshed or released by any extension of time or
forbearance that may be granted by the City to Developer
or any waiver by the City under any of the Deal Documents
or by reason of any change or modification in any of said
instruments or by the acceptance by the City of
additional security or any increase, substitution or
changes therein, or by the release by the City of any
security or any withdrawal thereof or decrease therein or
by the failure or election not to pursue any remedies it
may have against Developer or Guarantor; :
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{d) The City, in its sole discretion, may at any time enter
into agreement with Developer or Guarantor to amend and
modify any one or more of the Redevelopment Agreement,
Covenant of Performance or Related Agreements {(being the
Deal Deocuments), and may waive or release any provision 4
or provisions of any one or more thereof and, with
reference theareto, may make and enter into any such
agreement or agreements as the City, Developer or
Guarantor may deem proper or desirable, without any
notice to or further assent from Guarantor and without in
any manner impairing or affecting this Guaranty or any of
the City‘'s rights hereunder;
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The City may enforce this Guaranty without the necessity
at any time of resorting te or exhausting any other
remedy or any other security or collateral and without
the necessity at any time of having recourse to any of
the Deal Documents or the Property, and without the
necessity of proceeding against Developer or Guarantor;

Nothing contained herein or otherwise shall prevent the
city from pursuing concurrently or successively all
rights and remedies available to it pursuant to any
document or agreement in law or in equity and against any
persons, firms or entities whatscever {and particularly,
but not by way of limitation, the City may sue on the
Covenant of Performance and ctherwise exercise any other
sights available to it under any one or more of the Deal
Documents, including the Redevelopment Agreement or any
other instrument of security), and the exercise of any of
its rights or the completion of any of its remedies shall
not constitute a digecharge of any obligation of Guarantor
hereunder, it being the purpose of intent of Guarantor.
that its obligations shall be absolute, independent and
unconditicnal under any and all circumstances whatsoever;

The liability of Guarantor hereunder or any remedy for
the enforcement thereof shall in no way be affected by
(i} the release or discharge of Developer in any
creditors’ receivership, bankruptcy or other proceedings,
(ii) the impairment, limitation or modification of che
liabilities of Developer to the City or the estate of
Developer in bankruptcy, or of any remedy for the
enforcement of Developer’s gaid liability under any of
the Deal Documents, resulting from the operation of any
present or future provision of the Bankruptcy Reform Act,
as amended, or other statute or from the decision in any
court, (iii) the rejection or disaffirmance of any ¢f the
Deal Documents in any such proceedings, (iv) any right,
claim or offset which Guarantor may have against
Developer or (v) any defense, current or future,
Guarantor may or might have to its undertakings,
liabilities and obligations hereunder or to any action,
suit or proceeding at law or otherwise, that may be
instituted on this Guaranty; and

-
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Guarantor shall be obligated to pay all reasonable
attorneys’ fees, court costs and expenses that may be
incurred by the City in enforcing the obligations of
Guarantor hereunder.

7. Wajvera. Guarantor waives (i) notics of acceptance of
this Guaranty by the City and any and all notices and demands of
every kind that may be required to be given by any statute or rule
or law, except as required by any Deal Document, (ii) any defense
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Request for Advance: The meaning set forth in subsection
4.7(c)3(d}.

Schedule: The schedule for the dates of completion of the
varioua Project activities, described on Exhibit L attached
hereto, as the same may be revised and updated from time to time
pursuant to the provisicns of the Agreement.

Schematicse: The meaning set forth in subsection 4.4(a).

Subsequent Developer: That certain entity which shall acquire
the Property from the City in the event of a breach by Developer as

more specifically described in gubsection 5.3(d} below.

Term: The period for which the Agréement is in effect

pursuant to the TIF Ordinances (through and including March 1,
2007} .

TIP Act: The Illinois Tax Increment Allocation Redevelopment
Act, 65 ILCS 5/1il1-74.4-1 ef geq. (1996), as amended from time to

time.

TIF Punded Improvements: Those certain activities and
improvements undertaken with respect to the Project which: (i)
qualify as Redevelopment Project Costs, (ii) are eligible costs
under the TIF Plan, and (iii) the City has agreed to pay for ocut of
the City's Financial Contribution, subject to the terms and
conditions of the Agreement,

Title Company: Chicago Title Insurance Company, or such
other title company mutually selected by the parties in accordance

with the terms and conditions of the Agreement.




arising by reason of any disability or other defense of the
Developer, (iii) presentment, demand, notice of dishonor, protest
and all other notices whatscever, (iv) any right to participate in
any security now or later held by the cCity, (v) any right to

enforce remedies the City now has, or later may have, against

Developer an¢. (vi) diligence in collection or protection of or
realization upon any of the Construction Obligations, any other
obligation hereunder, or any security for or guaranty of any of the
foregoing, and any and all formalities rhat otherwise might be
legally required to charge Guarantor with liability,

8. Effect of the City's Delay or Action. No delay on the
part of the City in the exercise of any right or remedy shall
operate as a waiver thereof, and no single or partial exercisge by
the City of any right or remedy shall preclude other or further
exercise thereof or the exercise of any other right or remedy. No
action of the City permitted hereunder shall in any way affect or
impair the rights of the City and the obligation of Guarantor under
this Guaranty.

9, Use of Funds. All amounts received by Developer from
Guarantor pursuant to this Guaranty shall be used by Developer
solely to pay costs to construct, reconstruct and complete the
Project.

10. Agreementg not contingent. It 1is understood and
acknowledged that the carrying out by Guarantor of the covenants
and agreements made by it herein is not in any contingent upon the
carrying out by Developer or the City of any of their respective
obligations or liabilities hereunder or under the Redevelopment
Agreement or contained in any other instrument.

11, Frustration. It is the intenction of Guarantor that,
notwithstanding the occurrence or existence of any circumstance
which but for this Paragraph might frustrate or be held to
frustrate this Guaranty, the obligations and liabilities of
Guarantor under this Guaranty shall continue in full force and
effect ag if such even or circumstance had not occurred or existed.

12, ipui Jdgati . The obligations of Guarantor
hersunder are continuing obligations and a fresh cause of action
shall be deemed to arise whenever and so often as Guarantor shall
commit a breach of or be in default under any of its commitments or
obligations hereunder. This Guaranty shall in all respects be a
continuing, absolute and unconditioned guaranty, and shall remain
in full force and effect until Completion of the Project,

13, sale of Agsetg by Guarantor. Guarantor agrees that while

this Guaranty is in force it will not sell its assets as an
entirety or substantially as an entirety, unless, ag a condition
precedent to such sale, the transferee shall have agreed prior to
or contemporaneously with its acquisition of such assets to agsume

8
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the obligations and liabilities of Guarantor under this Guaranty in
form approved by the City, acting reasonably, without, however,
releasing Guarantor of or from such obligations or liabilities.

14. FEinancjal Statementg. Guarantor agrees to furnish to the
City, within ninety (20} days after the end of its fiscal year, a
balance sheet and an income statement, each prepared in reasonable
detail and in accordance with generally accepted accounting
principles. In addition, Guarantor shall provide the City with
such additional financial information as the City may reasonably
require, but not more frequently than when Guarantor prepares its
quarterly financial statements,

15, Time of Essencge. Time is of the essence of this

Guaranty,

16, Notigeg. Any notice, demand or request which may or is
required to be given pursuant to this Guaranty shall be delivered
to the parties at their respective addresses set forth below, and
otherwige in accordance with the applicable provisions of Article
23 of the Redevelopment Agreement, which provisions are herein
incorporated by reference:

(a} in the case of Guarantor:

CCR McCaffery Developments
737 North Michigan Avenue
Suite 2050

Chicago, Illincis £0611
Attn: Daniel T. McCaffery

with a copy to:

Mayer, Brown & Platt

130 South LaSalle Street
Chicago, Illinois 60603
Attn: John Gearen

in the case of the City:

The City of Chicage

Department of Planning and Development

City Hall, Room 1000

121 North LaSalle Street

Chicago, Illinois 60602

Attn: Commissioner of Planning and Development







witn a copy to:

The City of Chicago

Law Department

121 North LaSalle Street

Room 610

Chicago, Illinois 60602

Attn: Real Estate and Land Use Division

" ':":"'_4'7‘?'- .
17, Modification. This Guaranty may not be modified, amended
or, except as provided herein, terminated unless in writing and

signed by the party or parties sought to be bound thereby,

18. Headingg. The headings appearing before Paragraphs form
no part of this Guaranty and shall be deemed to be inserted for
convanience of reference only.

19. Severablility. Whenever possible each provision of this
Guaranty shall be interpreted in such manner as to be effactive and
valid under applicable law, but if any provision of this Guaranty
shall be prohibited by or be invalid under such law, such provision
shall be ineffective to the extent of such prohibition or
invalidity, without invalidating the remainder of such provigion or
the remaining provisions of this Guaranty.

20. Successeors and Assigng. This instrument shall inure to
the benefit of the City, its successors and assigns, and shall bind
Guarantor and its successors and assigns and shall survive the
acquisition by the City of title to the Property by foreclosure,
deed in lieu of foreclosure or the exercige of any similar remedy.

21. Governing Law. This Guaranty is submitted to the City at
City Hall in the City of Chicage, State of Illinois, and shall be
deemed to have been made thereat, This Guaranty shall be governed
and controlled as to interpretation, enforcement, validity,
construction, effect and in all other respects by the laws,
gtatutes and decisions of the State of Illinois. Guarantor, in
order to induce the City to accept this Guaranty, and for other
good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, agrees that all actieons or
proceedings arising directly, indirectly or otherwise in connection
with, out of, related to or from this Guaranty shall be litigated,
at the City's sole discretion and election, only in courts having
a sircus within the County of Cook, State of Illinocis. Guarantor
hereby consents and submits to the jurisdiction of any local, state
or federal court located within said county and state. To the
extent permitted by law, Guarantor hereby knowingly, voluntarily
and intentionally waives the right it may have to a trial by jury
in any litigation based hereon, or arising out of, under or in
connection with this Guaranty and any agreement contemplated to be
gxecuted in conjunction herewith. This provision is a material
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inducement for the City to enter into the Redevelopment Agreement
with Developer.

IN WITNESS WHEREOF, the undersigned Guarantor has duly
executed this Guaranty as of the date first above written.

GUARANTCR:

Paniel T. McCaffery







STATE OF ILLINOIS)
)
COUNTY QOF CQOK )

I, . a Notary Public in and i
State and County, do hereby certify thgl Daniel T. Mcgggfz:;d
personally known to me to be the same person whose name ié
subscribed to the_foregoing ingtrument, appeared before me this day
in person and being first duly sworn by me acknowledged that he
signed and delivered the said instrument as his free and voluntary
act for the uses and purpcses therein sget forth,

GIVEN under my hand and notarial seal this day of
, 1998,

Notary Public
(SEAL)
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EXHIBIT N

| CONSERVATION EASEMENT AGREE

THIS PRESERVATION AND CONSERVATION EASEMENT AGREEMENT
("Agreement"), dated » 1998, is made by and
between CANAL STREET HOTEL, L.L.C., a Delaware limited liability
company {"Grantor") and THE CITY OF CHICAGQ, an Illinois municipal
corporation ("City" or "Grantee"),

RECITALS

A. Grantor ig9 the owner of that certain parcel of land
located in the City of Chicago, Illinois commonly known as 32-3§
North State Street, and legally described in BExhibit A attached
hereto ("Property"), The Property is presently improved with a
fourteen story office building commonly known as the Reliance
Building {"Building"}, which Building was designated a Chicago
landmark pursuant to that certain ordinance adopted by the City
Council of the City on July 11, 1975 ('"Landmarks Ordinance"). The
Building is also listed on the Illinois Register of Historic Places
and the National Register of Historic Places, and is also designated
a National Historic Landmark. The Property and the Building are
hereinafter collectively referred to as the "Premises.,"

B, A study to determine the features and elements of
historical and/or architectural significance of the Building
("Historic Structures Report"), consisting in part of interior and
axterior surveys, the history of the Building, and recommendations
for the restoration of the interior and exterior of the Building,
was prepared by McClier Corporation and dated as of July 11, 1994.
As a result of the information obtained from the Historic Structures
Report, the City caused the exterior of the Building to be restored
and rehabilitated prior to the execution of this Agreement (such
restoration work collectively to be referred to as the "Phase Il
Historic Improvements"), a written description and illustrative
photographa of which are attached hereto on Exhibit B. Pursuant to
the terms of that certain "Block 58, Central Loop Project
Redevelopment  Agreement, Reliance Building" {("Redevelopment

£199198L







Agreement")! executed by Grantor and the City dated

1998 and recorded with the Office of the Recorder of Deeds of Cook
County, Ill}nois on , 1998 ("Recorder’'s Office")
including, without limitation, the terms and conditions set forth in
Exhibit P of the Redevelopment Agreement, Grantor shall undertake to
rehabilitate certain of the interior and the exterior of the
Building, including the restoration of those historic elements
referred to herein as the “Phase III Historic Improvements", a
written description of which is also described on Exhibit B attached

hereto. The Phase II Historic Improvements and the Phase III
Historic Improvements are collectively referred to as the "Protected
Elements". Grantor and Grantee agree that the Protected Elements

shall be restored and preserved in accordance with the terms and
conditions of this Agreement, the Landmarks Ordinance and the
Historic Structures Report. All defined terms, unless defined
herein, shall have the meanings ascribed to them in the
Redevelopment Agreement.

NOW, THEREFORE, in ccnsideration of One Dollar ($ 1.00) and the
mutual covenants and terms, conditions, and regtrictions hereinafter
set forth and other good and valuable consideration, the receipt and
sufficliency of which are hereby acknowledged, Grantor hereby does
grant, give, convey unto Grantee, its successors and assigns,
irrevocably forever, a conservation and preservation right, 1in
perpetuity, in and to the Property and the Protected Elements
located thereon owned by Grantor as may be necessary for the
purposes of restoring and preserving the Protected Elements and
accomplishing the other objectives set forth herein, on the
following terms and conditions,

1, P vation.

{a) Regrtoration. As described above, the Phase II Historic
Inprovements of the Building have been previously restored, a
written description of which and accompanying photographs depicting
the Fhase I Historic Improvements in their restored state being
further described on Exhibit B attached hereto. Developer shall
undartake to restore and rehabilitate the Phase III Historic
Improvements {"Restoration Work") in accordance with the terms and
conditions of the Redevelopment Agreement f(and Exhibit P of the
Redevelopment Agreement), the Design Plans and Working Drawings and
Specifications which are to be approved by the Landmarks Commission
and the DPD. Once the Restoration Work is completed to the sole
satigfaction of ¢the UDOPD, an amendment to this Agreement
("amendment") shall be prepared by the City, consisting of a written
description of the Phase III Historic Improvements and accompanying
photographs depicting the Phase III Improvements in their restored
state. The Amendment shall represent the true condition and
representation of the Protected Elements to be preserved in
accordance with this Agreement. The Amendment shall be recorded by
rhe City with the QOffice of the Recorder of Deeds of Cook County,
Illinois ("Recorder‘'s OQffice’). Grantor shall pay for all
recordation charges,
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(p) Alteration. Without the prior written permission of the
Landmarks Commisgsion of the City of Chicage, Grantor shall not
undertake or cause to oecur any of the following actions:

(1) Except as provided in Sections 5 or 6 below:

(i) demolish or remove any portion of the Protected
Elements;

(ii} alter the Protected Elements, including (without
limitation) any alteration, construction, remodeling or other
physical change, including any change in color or surfacing with
respect to the appeararnce or construction of the Protected Elements,
but in each case =2xcluding ordinary and routine repairs and
maintenance; or

(1ii) alter the exterior or incerior of the Building of a nature
that directly and materially affects the Protected Elements and
requires the issuance of a building permit;

(2) add signs or billboards that are attached to or protrude
from the Protected Elements, or attach fences or awnings
to the Protected Elements;

expand or reduce the Building either horizontally or
vertically;

conduct or undertake corrosive chemical cleaning or
sandblasting of the Protected Elements;

build any permanent structures over or around the
Protected Elements; or

{6} construct any rooftop improvements on the Building.

(7) Except in any instance of proposed actions described in
this Section 1 affecting public health and safety, or other
emergency immediately endangering the occupants of the Building,
where Grantor reasonably believes expedited action is required
given the extraordinary circumstance (an "Emergency Event"),
Grantor shall, in each instance requiring written permission of
Grantee which is not an Emergency Event, submit a written request
to Grantee for Grantee’s permigsion, with documentation reasonably
appropriate to the request, not later than thirty (30) days prior
to the date Grantee’'s permigsion is required. OCrantee shall not
unreascnably withhold or delay its written permission for the
activities described in this Section 1. Any refusal of Grantee to
give such written permission shall include a statement of reasons
for any such refusal, and shall be delivered to Grantor by Grantee
within thirty (30) days after receipt of Grantor's written request
for such permission.

In the instance of an Emergency Event, Grantor may take such
action as it deems reasonable under the circumstances, but only
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the minimum temporary action necessary to mitigate or alleviate
the Emergency Event, without prior written permission of Grantee.
Grantor shall be affirmatively obligated to give prompt and
immediate notice to Grantee on action undertaken by Grantor in
response to an Emergency Event in the form of a telephone call and
a facsimile transmission to the addresses listed in Section 26
below. Grantor shall be obligated to seek permission of Grantee
for such action as soon as may be practical., To the extent
subsequent permission Is refused under this paragraph, Grantor
shall take such further action as may be feasible consistent with
the refusal of permission,

Grantee acknowledges that Grantor shall have the sole
regponsibility regarding the performance of all alteration,
restoration and other construction work with respect to the
rehabilitation, restoration, modernization, reconstructicn or other
alterations of any of the interior or exterior of the Building as
described in this Agreement.

2. Majintenance. Grantor shall promptly perform all necessary
maintenance on the Building and the Protected Elements in accordance
with the terms and provisions of the Agreement, the Landmarks
Ordinance, and the Standards (as defined in Paragraph 13 below) to
preserve their appearance and structural soundness and to prevent
their deterioration (in excess of ordinary wear and tear), in
accordance with all applicable building and fire codes. Grantor
ahall maintain in working order chose mechanical systems in the
Building (including elegtrical, plumbing, heating and air-
conditioning, if any) necessary to prevent deterioration ({(in excess
of ordinary wear and tear) of the Building and the Protected
Blements.

3. Demolitiopn. Grantor shall not demolish, remove or raze
the Building or any portion thereof, including the Protected
Elements, in part or in ita or their entirety, except as provided
for in Sections 5 and & below.

4. Specgification of Materjals. In providing its written
authorization for any work requiring such authorization from
Grantee hereunder, Grantee may specify such design, macterials,
methods, detailing, cleaning substances and finishes and colors to
be used in such waork,

5. Cagualty Damage or Degtruction. In the event that the
Protected Elements or the Building shall be materially damaged or
destroyed by casualty, Grantor shall notify Grantee in writing
within ten {10) business days after the damage or destruction, such
notification to include a description of what, if any, emergency
work has already been completed in response to an Emergency Event.
No repair or reconstruction of any of the Protected Elements, other
than temporary emexgency work to prevent further damage to the
Building or the Protected Elements, or response to an Emergency
Event shall be undertaken by Grantor without Grantee's prior written
approval of the work, which shall not be unreasonably withheld or
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delayed. Within chirty (30) calendar days after the date of any
such damage or destruction involving the Protected Elements, Grantor
shall submit to Grantee a written report prepared by a restoration
architect and an engineer, if required, acceptable to Grantor and
Grantee which shall include the following: ‘

fa} an assessment of the nature and extent of the damage to
rhe Protected Elements;

(b} a determination of the feasibility of the restoration of
the Protected Elements;

(¢) a report of such restoration or reconstruction work
necesgary to return the Protected Elements to the
condition existing immediately prior to the casualty. If
in the opinion of Grantee, after reviewing such report,
the purpose and intent of thig Agreement will be served by
auch restoration/reconstruction (which determination shall
he made by written notice to Grantor within thirty (30)
days after Grantee’s receipt of such report), Grantor
shall, within six (6) months after the date of such damage
or destruction (or such longer pericd as deemed necessary
in consultation with the advice of the aforesaid
restoration architect and engineer, if required), complete:
the restoration of the Protected Elements in accordance
wich plans and specifications approved by Grantee
(including, without limitation, the DPD and the Landmarks
Commigsion or their respective successors in interest).
Grantor shall complete the restoration work to the extent

>

of and utilizing insurance proceeds allocable to the »
protected Elements to complete the restoration work of the &
Protected Elements to the satisfaction of Grantee. E‘,;

&

(d) in the alternative, in the event chat damage or e
w

destruction is limited to some or part of the Protected
Elements, the parties may agree that the damage or
destruction of certain of those Protected Elements is so
great that such Protected Zlements need not be restored or
reconstructed. In such event, the parties shall record an
amendment to thig Agreement removing such damaged or
deatroyed elements from the universe of Protected
Elements; provided, however, that pursuant to the terms of
this Agreement, Grantor shall continue to preserve thoge
Protected Elements not damaged or destroyed, or if
damaged, those Protected  Elements restored or
reconstructed in accordance with the procedures described
in {¢) above,

6. Grantee's Rights Following Cagualty Damage. The foregoing
notwithstanding, in the event of damage resulting from casualty as
described in Section 5 above, which is of such magnitude and extent
as to render restoration or reconstruction of the Protected Elements
impracticable using all applicable insurance proceeds allocable to










WARN Act: The Worker Adjustment and Retraining Notification
Acﬁ, 2% U.S.C, Sect. 2101 gt sgeq. (1597).

Working Drawings and Specifications: Collectively, the final
working drawings and specifications for the Project, which have
been approved by the DPD.

SECTION I
INCORPORATION OF RECITALS AND DEPINITIONS

The recitals and definitions set forth above constitute an
integral part of the Agreement and are hereby incorporated herein
by this reference with the same force and effect as if set forth
herein ag agreements of the parties.

SECTION II

To induce the City to execute the Agreement and perform the

obligationg of the City hereunder, Developer hereby covenants,
represents and warrants to the City as follows:

(a) Developer ig a limited liability company, duly organized,
existing and in good standing under the laws of the State
of Delaware. The members of the limited liability
company are: Canal Hotel Partners, L.P., an Illinois
limited partnership, Reliance Investors, Ltd, a Florida
limited partnership, and Granite Development, L.L.C., an
Illinois limited liability company {singularly, "Entity"
and collectively, "Entitiea"), Developer is organized

pursuant to that certain Canal Street Hotel, L.L.C.

13
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the Prgtecced Elements and any other funds available to Grantor as
determined by reference to bona fide cost estimates, then:

{a} Grantee shall be entitled to its share of insurance
proceeds allocable to the Protected Elements as determined in
Section 8 below;

(b} Grantee may elect to reconstruct the Protected
Elements {(and any other affected areas of the Building) using its
allocable insurance proceeds, donations, or other funds received by
Srantor on aceount of or by reason of the casualty to the Protected
Elements or received by Grantee on account of such casualty, but
otherwise at Grantee’'s own expense (such expenge of Grantee to
canstitute a lien on the Premises until repaid in full), provided
that such election by Grantee must be made by written notice
delivered to Grantor sixty (60) days after the cost of such
restoration and the amount of such available insurance proceeds has
been determined; or

{¢) Grantee may choose any salvageable portions of the
protected Elements, remove them from the Premises, and petition for
extinguishment of this Agreement pursuant to Section 21 below;
provided, however, that such removal shall not be permitted
hereunder if it would have an adverse effect on the Building or
otherwise impair Grantor’'s ability to reconstruct the remaining
portions of the Building should Grantor elect to undertake such
reconstruction. Upon such extinguishment, this Agreement shall
lapse and be of no further force and effect. Grantor shall deliver
to Grantee a good and sufficient bill of sale for portions of the
Protected Elements that Grantee may have chosen for salvage and that
may De salvageable by Grantee in accordance with the terms and

conditions hereof.

7. Inspection. Representatives of Grantee may enter onto the
Premises and inspect the Building and the Protected Elements at
reasonable intervala during normal business hours and upon
reasonable advance written notice to Grantor for the purpose of
determining Grantor’s compliance with this Agreement.

8. Insurance. During the restoration by Grantor of the Phase
III Historic Improvements in accordance with the Redevelopment
Agreement, until the Amendment referred to in Section 1 above is
recorded with the Recorder’s Office, Grantor, at its expense, or its
General Contractor and Subcontractors, as the case may be, shall
maintain the types and levels of insurance as required in Section-
4,13 of the Redevelopment Agreement, Once the Amendment is
racorded, Grantor, at its sole expense, during the Term of the
Agreement {(as defined in Section 16 pelow), shall provide and
maintain the insurance coverages and requirements specified below,
insuring the preservation and maintenance of the Protected Elements
as provided for in this Agreement:







(a) Gommeycial General [Liability Insurance rimaz
Umbrella) . Commercial General Liability ;g;urang; ag?
equivalent with limits of not 1less cthan §1,000,000 per
occurrence, for bodily injury, personal injury, and property
damage liability. Coverages shall include the following:

All premises and operation, products/completed operations,
independent contractors, separation of insureds, defense, and
contractual liability (with no limitation endorsement). The
City is to be named as an additional insured on a primary, non-
contributory basis for any liability arising directly or
indirectly from the work,

(b) All Risk Broperty Insurance. Grantor shall maintain All

Risk Property Insurance Coverage, including improvements,
betterments, and/or repairs at replacement cost for any cause
whatsoever related to the Protected Elements. Specifically,
Grantor shall obtain a special endorsement on the property
insurance policy affecting the Building and the Premises
guaranteeing the full replacement value of the Protected
Elements to the standard as established in accordance with the
status of the Building as a Chicago landmark. The City of
Chicage shall be named as loss payee on such policy.

Grantor will £furnish the City of Chicago, Department of
planning and Development, City Hall, Room 1000, 121 North LaSalle
Street, Chicago, Illinois 60602, with: (i) original certificates of
insurance evidencing the required coverage to be in force on the
date of this Agreement, per the terms of the Redevelopment
Agreement, and with regard to the types of insurance described in

this Section 8, as of the date of the recordation of the Amendment;.

and (ii) Renewal Certificates of Insurance, or such similar
evidence, 1f the coverages have an expiration or renewal date
occurring during the Term of this Agreement. Grantor shall submit
evidence of insurance on the City of Chicage Insurance Certificate
Form or equivalent, The receipt of any certificate does not
constitute an agreement by the City that the insurance requirements
in the Agreement have been fully met or that the insurance policies
indicated on the certificate are in compliance with all requirements
of the Agreement, The failure of the City to obtain certificates or
other evidence of insurance from Grantor shall not be deemed to be
a waiver by the City. Grantor shall advise all insurers of the
provisions in the Agreement regarding insurance. Non-conforming
insurance shall not relieve Grantor of the obligation to provide
insurance as gpecified herein. Nonfulfillment of the insurance
conditions may constitute a violation of the Agreement, and the
City’'s obligation to perform hereunder shall be suspended until
proper evidence of insurance is provided.

The insurance shall provide sixty (60) days prior written
notice to be given to the City in the event coverage is
substantially non-renewed. Any and all deductibles or self-
insured retentions on referenced insurance coverages shall
be the responsibility of Grantor, Grantor agrees that insurers
shall waive their rights of subrogation against the City
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of Chicago,'its employees, elected officials, agents, or
representatives,

Grantor expressly understands and agrees that any coverages
and limits furnished by Grantor shall in no way limit Grantor’'s
lxa?illtxes and responsibilities specified within the Agreement or
by law.

Grantor expyegs%y unde;stands and agrees that Grantor bears
thelzole responsibility of insuring the Protected Elements and the
Building.

The required insurance shall not be limited by any .

limitations expressed in the indemnification language herein or
any limiration on the indemnity therein given a matter of law.

The City of Chicago Risk Management Department retains the
right to modify, delete, alter or change these requirements.,

9. Real Estate Taxeg. Grantor shall promptly pay before
delinquency all real egtate taxes and special assessments assessed
and levied against the Premises on or prior to the due date;
provided, however, that Grantor may challenge any proposed levy of
real estate taxes or sgpecial asgsegsments if Grantor complies with
all requirements of law necegsary to prevent the sale of .the
Premises during the pendency of such challenge. Grantee shall have
the right to pay such real estate taxes and special assessments at
any time that such taxes and assessments may be delinquent, except
for such taxes and assegsments being contested by Grantor as
provided herainabove, after receipt of written notice from Grantee
and expiration of the cure period described in Section 14 below. In
the event Grantee makes such payment, there shall be a lien in
Grantee’s favor on the Premises in the amount thereof until such
amount is repaid by Grantor.

10, Accessibility. Grantor shall, upon receipt of reasonable
advance written notice from Grantee, make any portion of the
Protected Elements located inside the Building publicly accessible
not less than six (6) days (10:00 a.m. to 4:00 p.m.} per calendar
year, and public access may be in the form of sponsored, guided
tours conducted by Grantee or Grantee's agent.

11. Indemnity. Grantor shall indemnify, defend and hold
harmless Grantee against any liability, costs, attorneys’ ({ees,
judgments or expenses to Grantee resulting from actions or claims of
any nature by third parties arising from defaults under this
Agreement by Grantor that are not cured within any applicable notice
and cure period provided herein, excepting any such matters arising
solely from the negligence or wilful misconduct of Grantee.

12. Mechanigs’ Ljieng. Grantor shall keep the Premises free
from any mechanics’ liens claimed by or through Grantor. If any
such liens are placed against the Premises, Grantor shall
diligently contest such liens and cause them to be released.
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14,

3. Addjtcional Covenantg. In furtherance of this Agreement,
the parties covenant that, in exercising any right created by this
Agreement in favor of Grantee to inspect the Protected Elemencs,
to yeview any restoration, re-construction, alteration, repair, or
maintenance of the Protected Elements, or Lo review casualty
damage, or to restore Or construct or approve restoration or
reconstruction of the Protected Elements following casualty
damage, in addition to such other standards as Grantee may apply
{including, without limitation, those developed by the Landmarks
Commission or its successor), Grantee shall apply the Secretary of
the Interior’s Standards for Rehabilitation and Guidelines for
Rehabilitating Historic Buildings, issued by and as may be amended
from time to time by the Secretary of the United States Department
of the Interior (“Standards"), and such state or local standards
as may be considered appropriate by Grantee for review of work
affecting historicaily or architecturally significant structures.
Grantor agrees to so abide by the Standards in performing all
ordinary repair and maintenance weork and the maintenance program
described in Secticen 2. In rhe event the Standards are abandoned
or materially altered or otnerwise become, in the reasonable
judgment of Grantee, inappropriate for the purposes set forth
above, Grantee may apply reascnable alternative standards and
notify Grantor of the substituted standards,

14. Remedies. In the event of a violation of any
representation, warranty, covenant or other provision of this -
Agreement that continues for thirty (30) days after written notice
thereof from Grantee to Grantor (provided that, in the event
Grantor commences to cure the violation within thirty (30) days,
the cure period shall be extended for such additional time as may
be required by Grantor through the exercise of continuous,
diligent efforts to complete the cure), Grantee may, in addition
to any other remedies provided herein, institute a suit for
injunetive relief, specific performance or damages. In the event
that Grantor fails to perform its obligation to maintain the
Protected Elements, Grantee shall be entitled to damages in the
amount estimated by an architect licensed in the State of Illinois
and selected by Grantee as the cost of restoring or repairing the
Protected Elements. Such damages shall be applied by Grantee to
fund all required repairs and maintenance of the Protected
£lements, and the cost thereof shall constitute a lien against the
Premigses until repaid by Grantor. In the event Grantor is
adjudicated to have viclated any of Grantor's obligations herein,
Grantor shall reimburse Grantee for any costs or expenses incurred
by Grantee in connection with the enforcement of its rights,
including court cogts and attorneys’ fees.

15, Assignability. This Agreement may not be assigned by
Grantee except, upon prior written notice to Grantor, to an agency
of the State of Illinois, to a unit of lcocal government, or a neot-
for-profit corporation or trust whose primary purposes include the
preservation of buildings of historical, architectural or cultural
significance, provided such assignee shall assume and become bound
by the terms of this Agreement upon accepting such assignment.

1991986

¢







16, Term. Subject to the provisions of Section 21 below,
this Agreement shall be effective in perpetuity,

17. Runs with the Land. The obligations imposed by this
Agreement shall be deemed to run as a binding servitude with the
Premises. This instrument shall extend to and be binding upon
Grantor and all persons hereafter claiming under or through Grantor,
and the word "Grantor" when used herein shall include all such
persong. Anytnhing contained herein to the contrary notwithstanding,
a person shall have no obligation pursuant to this instrument after
such person shall cease to have any interest in the Premises by
reaagons of a bona fide transfer for full value or a transfer
pursuant to foreclosure or deed-in-lieu of foreclosure, except that
such a transfer shall not relieve any person from liability arising
from acts or omissions committed by such transferor prior te such

transfer.

18, Eminent Domain. In the event that an eminent domain
proceeding is filed against all of the Premises or any pcrtion of
the Premises affecting the Protected Elements, Grantor and Grantee
agree that the Grantee may participate in the litigation for the
purposes of proving and recovering the damages caused to Grantee by
the eminent domain action. In the event that an award is entered
pursuant to an eminent domain action affecting the Protected
Elements, Grantee shall be entitled to ghare in the award to the
extent provided in Section 19 below.

19, Stipulated Value of Grantee’'s Ipterest, Grantor
acknowlaedges that upon execution and recording of this Agreement,
Grantee shall be immediately vested with a real property interest in
that portion of the Premises known or referred to herein as the
Protected Elements and that such interest of Grantee shall have a
stipulaced fair market value, for purposes of allocating net
proceeds in an extinguishment pursuant to Section 21 below, equal to
the ratio of the sum of $3,500,000, which amount shall decline in
equal monthly amounts commencing with the execution date of this
Agreement until such amount reduces to $0.00 on March 1, 2007, and
the amount of construction costs expended by Grantor in
rahabilitating the Building in accordance with the Budget approved
by the City pursuant to the Redevelopment Agreement (hereinafter the
"Conservation Right Percentage").

20. Intentionally omitted.

21, Extinguishment. Grantor and Grantee hereby recognize that
an unexpected change in the conditicns surrounding the Premises may
make impossible the continued ownership or use of the Premises for
the preservation and conservation purposes described in this
Agreement and necessgitate extinguishment of this Agreement. Such a
change in conditions includes, but is not limited to, partial or
total destruction of the Building or the Protected Elements
regulting from a casualty of such magnitude that Grantee approves
demolition as provided in Sections 5 and 6 above, Such an
extinguishment must comply with the following requirements:
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(a} ~ The extinguishment must be the result of a final, non-
appealable judicial proceeding or the written agreement of Grantor
and Grantee that ig recorded with the Cook County Recorder’s Office;

(k) Grantee shall be entitled to share in any net proceeds
attributable to the loss of the Protected Elements resulting from or
related to vthe extinguishment in an amount equal to the Conservation
Right Percentage determined pursuant to Section 19 multiplied by the
net proceeds;

(e} rhe term "net proceeds" shall mean (i} all insurance
proceeds, condemnation proceeds and awards, proceeds from a sale in
lieu of condemnation, and proceeds from the sale, financing or
exchange by Grantor of any portion of the Premises at the time of or
relating to the extinguishment of this Agreement (but specifically
deducting any preferential claim of a Mortgagee under Section 22),
legs (ii} all expenses incurred in connection therewith and
attributable thereto in accordance with generally accepted
accounting principles.

22. Subprdination of Mortgages. Grantor and Grantee agree
that all mortgages and rights in the Premises of all mortgagees and
holders of other liens and encumbrances {collectively "lienholders")
are subject and subordinate at all times to the non monetary
easement rights and preservation covenants herein granted and to the

rights of the Grantee to enforce such easement and covenants under
this Agreement. Notwithstanding the foregoing the following
provisions apply to all Mortgagees (as hereinafter defined) now
existing or hereafter holding a mortgage on the Premises:

{a) If a mortgage grants to a Mortgagee the right to receive
the proceeds of condemnation proceedings arising from any exercise
of the power of eminent domain as to all or any part of the Premises
or the right to receive insurance proceeds as a result of any
casualty, hazard, or accident occurring to or about the Premises,
the Mortgagee shall have a prior c¢laim to the insurance and
condemnation proceeds and shall be entitled to same in preference to
Grantee until the mortgage is paid off and discharged.

{b) If a Mortgagee has received an assignment or mortgage of
the leases, rents, and profits of the Premises as security or
additional security for a loan, cthen the Mortgagee shall have a
prior claim to the leases, rents, and profits of the Premises and
shall be entitled to receive same in preference to Grantee until
gaid Mortgagee’s debt is paid off.

{c) Until a Mortgagee or purchaser at foreclosure cbtains
ownership of the Premises following foreclosure of its Mortgage or
deed in lieu of foreclosure, the Mortgagee or purchaser shall have
no obligation, debt, or liability under this Agreement.

{d}) Before exercising any right or remedy due to breach of
this Agreement, except the right to enjoin a vielation hereof,
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Grantee shall give all Mortgagees of record written notice
describing the default, and, except where such default poses an
imminent threat to the Building or the Protected Elements, the
Mortgagees shall have sixty (60) days thereafter to cure or cause to
cure the default; provided, however, that if Mortgagee commences
such a cure within the aforesaid sixty (60} day period, Mortgagee
shall be given such additional time as may be reguired to cure the
default through the exercise of continuous, diligent efforts.

(g} Nothing contained in the above paragraphs or in this
Agreement shall be construed to give any Mortgagee the right to
axtinguish this Agreement by taking title tec the Premises by
foraclosure or otherwise.

(£) Any lien againast the Premises in faver of Grantee that
arigses under thia Agreement and secures any payments made by Grantee
or any rights or remedies of Grantee hereunder shall be subordinate
in priority to the lien of any mortgage held by any Mortgagee, Any
guch subordinate lien in favor of Grantee shall automatically
terminate in the event of a foreclosure or deed in lieu of
foreclosure of any such mortgage,

{(g) The Premises are or will be encumbered by one or more
mortgages ("Mortgage") in favor of the holder of such Mortgage
("Mortgagee{s)") including, but not limited to)} a Mortgage in favor

of

{h} For purposes of this instrument, the term "Mortgagee”
shall inciude the holders of other bona f£ide indebtedness secured
by a mortgage or trust deed, provided that such holder is an
ingtitutional lender or other third party unrelated to Grantor.

23. Notice from Government Authorities. Grantor shall
deliver to Grantee, within five (5) business days of recelipt by
Grantor, copies of any notice, demand, letter, or bill relating to
material noncompliance by Grantor with any applicable governmental
requirements related to the Protected Elements. Upon request by
Grantee, Grantor shall promptly furnish Grantee with evidence of
Grantor’s compliance with such notice, demand, letter, or bill,
where compliance is required by law.

24. Notice of Propoged Sale. Grantor shall promptly notify
Grantee in writing cf any proposed sale of the Premises and
provide the opportunity for Grantee to explain the terms of this
Agreement to potential new owners prior to the closing. Grantor
shall include, in its sales agreement with any prospective
purchaser, that such purchaser will be obligated prior to closing
to deliver an affidavit to Grantee affirming its willingness and
ability to perform the obligations of the Agreement as the
guccessor in interest to Grantor of the Premises.

25, Statutory Authorjty. . This instrument is made pursuant
to Public Act 8-584, An Act Relating to Conservation Rights in
Real Property, 765 ILCS 120/1-120/6 (13%6) ("Act"), but the
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invalidicy of such Aet or any parc thereof shall not affect the
validity and enforceabilicy of this instrument according to its
terms, it being the intent of the parties that this instrument
conscitutes a preservation restriction, a common law easement in
gross, a public easement under 35 ILCS 205/120 (1996), and an
easement and covenant running with the land under 35 ILCS 205/266b
(1998} .

26. Notice. Any notice called for herein shall be in
writing and shall be mailed postage prepaid by personal delivery
or by registered or certified mail with return receipt requested,
or hand delivered and receipted. If to Grantor, then at Canal
Street Hotel, L.L.C,, c/o CCR McCaffery Developments at 737 Nerth
Michigan Avenue, Suite 2050, Chicago, Illinois 60611; with a copy
thereof to John Gearen, Mayer, Brown & Platt, 190 Scuth LaSalle
Streer, Chicago, Illinois 60603; and if to Grantee, then at City
of Chicago, Department of Planning and Development, Room 1000,
City Hall, Chicago, Illinois, 60602, Attn: Commissioner, with a
copy thereof to the Department of Law, City of Chicago, Room 610,
121 North LaSalle Street, Chicago, lllinois 60602, Each party may
change its address set forth herein by a notice to such effect to
the other party., The failure to serve a change of address notice
shall not waive the notice requirement. For purposes of this
gection, delivery by commercial messenger service or overnight
courier shall be deemed personal delivery. .

27. Compli wi i e Ordij . Nothing contained
herein shall be interpreted to authorize or permit Grantor to
violate any ordinance relating to building materials, construction
methods or use. In the event of any conflict between any such
ordinance and the terms hereof, Granteor promptly shall notify
Grantee of such conflict and shall cooperate with Grantee or other
appropriate authority to accommodate the purposes of both this
Instrument and such ordinance,

28. Recordation. A copy of this Agreement shall be recorded
with the Recorder’s Office,

29. Plague. Subject to obtaining all approvals from the U.S.
Department of the Interior and other applicable governmental
authorities required in connection with the Building’s status as a
National, State and Chicago landmark, Grantee shall have the right
to install a plagque of suitable design on the Building, at a point
eagily visible by the public, from a public way, which plaque shall
name the architect, the date of construction and state that the
Premises are subject to this Agreement in favor of the City.

30. No Aljenatjon. Upon execution of the Agreement by the
parties, Grantor acknowledges that the rights granted to the
Grantee in and to the Protected Elements under this Agreement can
no longer be transferred, hypothecated or subjected to liens or
encumbrances by Grantor.
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31. Miscellaneocus.

{a) In the event that any provision of this Agreement is
held invalid or unenforceable by any court of competent
jurisdiction, such holding shall not affect any other provision,
and the other provisions hereof shall continue in full force and
effect.

(b} Any rule of strict construction designed to limit the
breadth of restrictions on alienation or use of property shall not
apply in the construction or interpretation of this instrument, and
this instrument shall be interpreted broadly to effect its
preservation and conservation purposes and the transfer of rights
and the restrictions on use herein contained.

<) Except as expressly provided herein, nothing contained
in this inst;ument grants, nor shall be interpreted to grant, to the
public any right to enter on the Premises or into the Building.

(d) To the extent that Grantor owns or is entitled to
development rights which may exist now or at some time hereafter by
reason of the fact that under any applicable zoning or similar
ordinance the Premises may be developed to a use more intensive (in
terms of height, bulk or other objective criteria regulated by such
ordinances) than the Premises are devoted as of the date
heraaf, such development rights shall not be exercisable on, above
or below the Premises during the Term of the Agreement nor shall
they be transferred to any adjacent parcel and exercised in a manner
that would interfere with the preservation and conservaticn purposes
of this Agreement; provided, however, that nothing contained in this
Subsection 31(d) shall limit Grantor's right to perform any and all
of the Building restoration and construction work as provided for in
the Redevelopment Agreement and as described in the Design Plans and
Working Drawings and Specifications.

~(e) For purposes of furthering the preservation of the
protected Elements and the Building and of furthering the other
purposes of this instrument, and to meet changing conditions,
Grantor and Grantee are free to amend jointly the terms of this
instrument in writing; provided, however, that no such amendment
{except as provided in Section 21 above) shall limit the perpetual
duration or interfere with the preservation and conservation
purposes of the donation. Such amendment shall become effective
upon the axecution thereof by Grantor and Grantee.

{£) The terms and conditicens of this Agreement shall ke
referenced in any voluntary transfer of the Premises by the Granter.

(g) This instrument reflects the entire agreement of Grantor
and Grantee. Any prior or simultaneous correspondence,
understandings, agreements, and representations are null and void
upon execution hereof, unless set out in this instrument.

»
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(h) The captions contained herein are for convenience only and
shall not be deemed to be a part of this instrument.

{1} Grantor and the persons executing this instrument on
behalf of Grantor represent and warrant that Grantor is the owner in
fee simple of the Premises, that Grantor and the persons executing
on behalf of Grantor are fully authorized and empowered to execute
and deliver this instrument, and there is no lien, encumbrance,
contract, or govarnmental restriction that prohibits the execution
and delivery of thig instrument and the performance by Grantor of
all of Grantor's obligations hereunder.

{j} This Agreement shall be effective as of the date first
above written.

{x} In the event Grantee claims any lien against the Premises
arising out of this Agreement, 3rantee shall provide written notice
of such claim, and if recorded a copy of such lien as recorded, to
each of the Mortgagees,
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Agreement dated as of May ___ , 1998 ("LLC Agreement"),
a copy of which has been delivered to the DPFD. As
further described in the LLC Agreement, Canal Hotel
Partners, L.P. and Reliance Investors, L.P. shall each
have a forty-seven percent (47%) ownership interest in
Developer, and Granite Development, L.L.C. shall have a

six percent (6%} ownership interest. The Entities agree

that the LLC Agreement, insomuch as it affects the

performance of Developer or any Entity pursuant to the
terms of this Agreement, shall not be modified or amended
without the express written consent of the DPD. |

No litigation or proceedings are pending or, to the best
of Developer’s knowledge, are threatened against
Developer, any Entity or any Affiliate of Developer which
could: (i) affect the ability of Developer or any Entity
tc perform its obligations pursuant to and as
contemplated by the terms and provisions of the
Agreement, the Redevelopment Documents and the Related
Agreements; or (ii) materially affect the operation or
financial condition of Developer or any Entity.

The exmcution, delivery and performance by Developer of
the Agreement have not congtituted or will not, upon the
giving of notice or lapse of time, or both, constitute a
breach or default under any other agreement to which
Developer, any Entity or any Affiliate of Developer is a

party or may be bound or affected, or a violation of any

14
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IN WITNESS THEREQF, the parties hereto have executed or cauged
the Agreement to be executed, all as of the date first written
above,

CITY OF CHICAGC, CANAL STREET HOTEL, L.L.C.,

a municipal corporation a Delaware limited liability
company

By

P _ By: CANAL HOTEL PARTNERS, L.P.,
Richard M. Daley an Illinois limited
Mayor partnership

Attesgt: By:
James J. Laski Daniel T. McCaffery
Cicy Clerk general partner

RELIANCE INVESTORS, LTD,
a Florida limited partnership

MANSUR EQUITIES, LTD,
a Florida corporation,
the general partner

By

¥

E. Barry Mansur
President

By:
Erik Moskowitz
Executive Vice President

CT99198t

GRANITE DEVELOPMENT, L.L.C.,
ar Illinois limited liability
company

By:
Joseph A. Williams,
a member

By!:
Larry Huggins,
a member
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EXHIBIT B

THE RELIANCE BUILDING
Protected Elements under the Preservation
and Conservation Easement Agreement

Review of Protected Elements:

Following completion of the Restoration Work in accordance with the Redevelopment
Agreement, all alterations or changes to the Building shall be done in accordance with the
Preservation and Conservation Easement Agreement (the “Agreement™). The Protected
Elements shall be restored and preserved in accordance with this exhibit, the Landmarks
Ordinance, the Standards, and the Historic Structures Report. All defined terms, unless
defined herein, shall have the meanings ascribed to them in the Agreement,

In addition, Exhibit P of the Redevelopment Agreement (also attached hereto as Exhibit
B-1) shall be used as a guide for the review of alterations and changes to the Protected
Elements under the easement Agreement, provided tha! Grantee may deviate from
Exhibit P as long as such alterations and changes are in accordance with the Standards,

Phase II Historic Improvements;

For the purposes of the Agreement, the Phase [l Historic Improvements and related
architectural features to be preserved as Protected Elements in accordance with the
Agreement are:

+ all exterior elevations and the roof, including but not limited to the restored white-
glazed terra cotta cladding covering the spandrel beams, columns and window
mullions on the State and Washington street elevations; the common and glazed brick
on the south and west elevations, including the lightwell; the three bays of restored
original wood windows on the eighth floor on the Washington Street elevation, and
the replacement windows on the upper floars of the State and Washington street
elevations, consisting of double-hung wood windows (inoperable, fixed sash) to be
modified in accordance with Exhibit P, large fixed windows (part of a “Chicago-
style” window configuration), and awning-type wood windows on the attic story; the
reconstructed ormamental projecting comice; and the roof, including two skylights and
mechanical appurtenances to be modified in accordance with Exhibit P.

» the original floor-to-ceiling heights behind all upper-story windows are also
hereby identified as Protected Elements solely to ensure that any future changes to the
these features do not adversely affect the appearance and transparency of the windows
ot views of the building.

Exhibit B/page 1 of 2
June 17, 1998
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The Phase II Historic Improvements shall be preserved and maintained in their restored
state as documented by the attached written descriptions and illustrative photographs,
attached hereto as Exhibit B-2.

Phase III Historic Improvements:

For the purposes of the Agreement, the Phase III Historic Improvements and related
architectural features to be restored and preserved as Protected Elements in accordance
with the Agreement are:

¢ the ground-floor exterior, including the columns and spandrels, storefronts, and the
State Street entrance, all to be reconstructe 7 in accordance with Exhibit P,

« the ground-floor interior, including the original State Street entrance and elevator
lobby, to be reconstructed in accordance with Exhibit P; the non-historic mezzanine,
to be partially removed in accordance with Exhibit P; and the remaining non-historic
ground-floor spaces, The non-historic ground-floor spaces and mezzanine are -
identified as Protected Elements solely and only to ensure that any future changes to
these spaces maintain the original, unobstructed, floor-to-ceiling height of the ground
floor, consistent with the building’s original design emphasizing the transparency of
the base of the building and the extensive expanses of glass.

+ the historic upper-story elevator lobbies and corridors on floors 7 thru 14, the
areas specifically identified for restoration on the Concept Plans, attached to the
Redevelopment Agreement as Exhibit ___ {also attached hereto as Exhibit B-3), and
to be restored in.accordance with Exhibit P. The new fire-rated walls to be
constructed immediately behind the historic corridor walls, doors, and windows are
also hereby identified as Protected Elements solely and only to ensure that any future
changes to these new walls do not adversely affect the appearance or the integrity of

the historic corridor walls.

€T991986

o the open cast-iron ornamentat stair on floors 7 thru the attic story, including the
stair itself, the stairwell enclosure, and the glass ceiling and skytight at the top of the
stairs, all to be restored in accordance with Exhibit P.

¢+ the interior surface of all exterior walls on floors 8 thru i}, 13 and 14, including
window casings, baseboards, ceiling moldings and other trimwork, all to be preserved

in accordance with Exhibit P.

The Phase I Historic Improvements shall be preserved and maintained in their restored
state as documented by the written descriptions and illustrative photographs in the
Amendment as identified in the Agreement, to be prepared after the completion of the
Restoration Work in accordance with the Redevelopment Agreement.

Exhiblt B/page 2 0f 2
June 17, 1998
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Spandrel panel, East (State Street) facade:

The spandrel on the projecting bay uses seven quatrefoil panels separated by
mullions with florets.

The spandrel on the angled window dport:on of the projecting bay uses a quatrefoil
panel centered between two diamond panels. Thin, undecorated mullions separate
the panels in the angled window feature on each Coor of the bay windows,
Completing the spandrel panel at the extreme right and left are thin, terra-cotta
muilions with five florets.

A plain, undecorated pier, completes the left edge of the building there.

The Reliance Building
32-36 North State Street
Chicago, lllinois
Built 1890, 1894-5
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EXHIBIT P

THE RELIANCE BUILDING
Rextoration Work Required by the
Redevelopment Agreement

Gengral:
All work will be done in accordance with the terms and conditions of the Redevelopment
Agreement (the "Agreement”) and the following:

the City of Chicago's building permit review procedures and the Landmarks Ordinance,
and subject to the review and approval of the Commission on Chicago Landmarks per the

Agreement.

Tha Secratary of the Interior's Standards for Rehabilitation of Historic Buildings (rev.
1990) and the Guidslines for Alterations to Historie Buildings and New Construction,
adopted by the Commission on Chicago Landmarks on March 4, 1992, _

the research and recomimendations of the Historic Structures Report (dated July [1, 1994)
prepared by McClier for the Reliance Building.

the documents and correspondence submitted by the developer to the City of Chicago for
the redevelopment of the building; and the documents and correspondence submitted for
pre-permit review by the Commission on Chicago Landmarks on February 4, 1998,

Exterior Work Required:

Grouad floor and Storefroats. An historically-accurate reconstruction of the original
1893 design for the ground floor entrance and storefronts, including polished Seotch
granite veneer, or visuaily equivalent granite thet reprocuces the historic material in
appearance, color and texture; decortive bronze trim and grillework or visusl equivalent
that reproduces the historic material in appearancs, color, texture, profile, and durability;
entry doors and transoms, granite spandrel panel over [obby entrance with bronze
"RELIANCE" lettery, and large expanses of glass as originally constructed. The State
Street ground floor elevation shall be as exact & reconstruction as possible, while the
Washington Street cievation may be modified to accommodate an additional building
entrance and required emergency exit doors, subject to review and spproval, Such
reconstruction of sterefronts ahall be based on available historical documentation with
acceptable modifications as noted above and on the Concept Plans as defined in the

Agreemont.

ASLLANCINDIOM ATTNRAY 1998 1
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Upper-Story Windows. The remaining original windows oo the eighth floor of the
Washington Street side of the building shall be retained and restored, ay necessary, All
other windows may be replaced, provided the new windows match the original, historic
windows in terms of design, profile, dimensions, material (for exaruple, wood shail
replace wood), and appearance. It is undetstood that certain windows which are now in a
fixed, double-hung configuration may be replaced with windows with operable sashes to
mest applicable code requirements.

Signs. Any propased exterior signs shall be compatible with the architectural design and
historic character of the building in terms of design and location. All exterior signs shall
be subject to review and approval. Exterior and interior signs shal) not obscure oz
damage any architectural features or materials, however this requirement shall go:
probibit the installation of signs on historic materials. No exterior signs shall be located
above the ground floor. No internally illuminated, face-1it signs shall be permitted.

Canopies tnd Awnings. No fixed or permanent canopies shall be allowed on the State
Street Facade, but a fixed, permanent or retractable canopy may be permitted at the
Washington Street entrancas, subject to review and approval. Storefromt windows on State
Street may hive & canvas awning, based on historic precedent and desiga. No awnings
shall be allowed on the upper-story windows, over the main (lobby) &ntance on State
Street or over the Washington Street storefront windows.

Roaoftop and Skylights. Rooflop additions and appurtenances, whether new or
enlargements of existing conditions, may be permittad, subject to review and approval.
All permitted rooftop sdditions and appurtenances shatl be setback from the street
elevations to the greatest extent possible to minimize potential visibility from the street
and ghall meet the spesific functlonal requirements of the elements they serve, eg,
elevator overruns and mechanical penthouse equipment. No new habitable additions
shall be conatructed on the roof. The original skylight over the open omaraental staircase
shall be retined and repaired, but may be modified to accommodate any required smoke
sxhaust equipment or system to e oXtent necessary and subject to review and approval,
The skylight over the elevaior penthouse may be removed.

Building Lighting., Appropriately-designed accemt lighting shali be provided for the
attic-story windows, such that the illumination provided will emit a glow through the
axisting windows, in the spirit of the City's Loop Lighting Plan. Consistent with the
ariginal design of the building, ground foor interior lighting should emphasize the
transparency of the building's base and the extensive expanses of glass.

Interior Work Required:
. State Street Entrance and Elevator Lobby. An historically-accurate reconstruction of

the original 1895 design for the State Street cntrance and elevator lobby, including the
original approximately 21-foot-high floor-to-ceiling height, open ornamental stair and
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mid-level landing that reproduces the historic cast-iron material, marble mosaic floor
emulticolored polished marble walls, omamental elevator grillework that reproduces
historic Bower-Barff finish, metal trim-work, metal beamed ceiling with framed marble
panel insets, and period reproduction light fixtures. Modifications, such as enciosing the
elevator shafts, shall be allowed to address required code issues, subject to review and
approval. Such reconstruction of the State Street entrance and interior lobby shall be
based on archival documentation, submitted to Commission siaff,

Historic Upper-Story Elevator Lobbles and Corridors (Floors 7 through 14), The
elevator lobbies and corridors shall be restored, in the areas specifically identified as
*Restored Historic Corridor” on each floor in accordance with the Concept Plans attached
as Exhibit ___ of the Agreement.

All existing original features and materials within the restored area shall be retained and
resiored. The elements to be retained include: the terrazzo floor with marble thrésholds
and borders, the corridor partitiong, including Cararra marble wainscot and vamished
mahogany trim.work, doors, windows, and transoms; Cararra marble ceilings (at elevator
lobby); plaster finishes and ceilings (at corridors), including original peint colors, and
light fixtures. The design treatmest of the non-historic portions of these corridors may
follow alternative, appropriate design perameters not noted above. However if the design
of the non-historic portions of these corridors is based ¢n the historic design, it shall not
replicate the original, historic design, but shouid be differentiated and compatible.

It is understood that modifications, such as enclosing the elevator shafis and constructing
a new fire-rated wall behind the restored corridor partition, shall be allowed to address
code required issues, subject to review and approval, Original doors and historic
hardware, to the extent that such elements are existing and repairable, shall be reused,
subject to modifications where necessary to meet code requirements. [nterior fumishings
and signage within the restored areas shall not damage any architectural features or
materials. The location of any carpeting shall be consistent with the Concept Plans and

* installed as a "runner” down the corridors, so that a portion of the floor remains visible
along the walls, Existing glasy panes in the windows, doors and transoms may be
replaced and/or modified such as with an applied coating, subject to review and approval.

Non-historiec Corridors Elevator Lobbies and Corridors (Floors 2 thru é). The
design treatment of the non-historic corridors may follow alternative, appropriate design
paramnaters. However if the design of the non-historic corridors is based on the historic
design, it shall not replicate the original, historic design, but should be differentinted and

compatible.

Open Cast-Iron Ornamenta) Stair and Glass Coiling, The oramental stair on floors 7
thru the attic story shall be retained and restored. The glass ceiling at the top of the suirs
(below the skylight) shall be retained and restored, tut may be modified to accommodate
any required smoke exhaust or mechanical equipment, subject to review and approval.
Any enclosure of the stair determined to be non-historic may be removed and the original
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open configuration and craamenta! grillework may be restored,

Mezzanine. The mezzanine shall be removed, except for the wesiern-most two bays as
indicated on the Concept P}m. Original ceiling heights shall be restored throughout the
ground floor. The connection between the remaining portions of the mezzanine and the

reconstructed storefiont aleng Washington Strest shall be subject to review and approval.

Elevator Grillework. All omamental elevator grillework (with Bower-Barff finish) on
floors 4 thru 14 shall be retained, restored and reused on new elevator enclosures to the
extent thas these elements are eXisting and repairable. Decisions on whether a feature or
material cannot be reasonably repaired shall be shall be mutuat and subject to review and
appeoval. [t is understood that modifications, such as enclosing the elevator shails, shail
be allowed to sddress code required issues, subject to review and approval.

Window and Wall Trim. Remaining original window casings, bascboards, ceiling
molding and other trim-work located on the interior face of the exterior wall shall be
retained and repaired to the extemt practical, subject ta review and approval, New
window casings, baseboards, ceiling molding and other trim-work located on the intesior
face of the extezior wail shall match the original in design, material, profile and color but
need not be mahogany. New baseboards, ceiling moidings, chair rails and other new
trim-wotk, Jocated on new interior wails, shall be differentiated from the historic design.
The restored windaw casings on the cighth floor shall be retained and preserved.

Window Treatments aad Ceiling Heights. Window treatments (curtains, shades, oic.)
shail be subject to review and approval, To the extent compatible with the interior design
and functional requirenients for the hotel rooms, the original upper-story window
treatments combining pull-down shades and curtaing are strongly encouraged but not
tequired. As proposed, original ceiling heights shal) be maintained behind the windows,
and drops in the height of the ceiling for mechanical equipment, etc., shall be as generally
depicted on the Concept Plans,
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(d)

(e)

(£)

law or court order which may affect the Property, any
part thereof, any interest therein or the use thereof,
The parties executing the Agreement and the Related
Agreements on behalf of Developer and any Entity have
been duly authorized by all appropriate action to enter
into, execute and deliver the Agreement and the Related
Agreements and perform the terms and obligations
contained therein,

To the best of its knowledge, the intended use of the
Property by Developer does not and shall not viclate: (i)
any statute, law, regulation, rule, ordinance or
executive or judicial order of any kind (including,
without limitation, zoning and building laws, ordinances,
codes or approvals and environmental protection laws or
regulations); or (ii) any building permit, restriction of
record or any agreement affecting the Property or any
part thereof.

Except aa otherwise provided in the Agreement, and
specifically as described in subsection 4.14 below, prior
to the issuance of the Certificate, Developer shall not,
without the prior written consent of the DPD, which the
DPD may withhold in its reasonable discretion: (i) be
a party to any merger, liquidation or consolidation; (ii}
sell, transfer, convey, leage or otherwige dispose of all
or substantially all of its asseta or any portion of the

Property; (iii) grant, suffer or permit any lien, claim
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or encumbrance upon the Property or any portion thereof;
(iv) permit or suffer any levy, attachment, claim or
restraint to be made affecting the Property or any
portion thereof; or (v) enter into any transaction not in
the ordinary course of business of Developer or any
Entity, which materially or adversely affects Developer’s
ability to pay its debts as such may then exist or
mature.

Developer shall utilize the Project solely for those uses

permitted by the terms of the Agreesment, the

Redevelopment Documents and the Related Agreements.

Developer shall comply with the terms of: (1} the
Affidavits; (2) the Employment Opportunity Obligations
described in Section VI of the Agreement; (3) the Public
Policy Covenants described in subsection 7.1 below; (4)
the Covenant of Performance; (5) the Public Benefits
Agreement; (6) the Preservation Easement; and (7) the job
creation, retention and other requirements described in
subsection 7.3 below.

During the construction of the Project, Developer shall

not disturb and take due diligence to preserve the
facades of the Building and, in accordance with the terms

of the Agreement, restore and rehabilitate those certain
improvements in the exterior and the interior of the
Building (as further described in Exhibit P) as needed to

complete the Project and to preserve the historic and
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architecturally significant features of the'Building in

accordance with the Landmarks Ordinance and the

Pregervation Easement, and in accordance with the Working

Drawings and Specifications (as defined in subsection 4.4
below) approved by the DPD and the Landmarks Commission.
Developer shall use the Property and the Building as a
first class boutique hotel with ancillary first class
restaurant facilities,

2.2 Representations and Warranties of the City.

To induce Developer to execute the Agreement and perform the
obligations of Developer hereunder, the City hereby represents and
warrants to Developer that the City has authority under its home
rule powers granted in the Constitution of the State of Illinocis to
enter inte, execute, deliver and accept, as the case may be, the
Agreement and Related Agreements, and to perform any and all of its
obligationa thereunder.

2.3 gyrvival of Representations and Warranties.

Developer agrees that all of its representations and
warranties, and the City agrees that all of its representations and
warranties, set forth in this Secticn II or elsewhere in the
Agreement are true as of the execution date of the Agreement and
will be true at all times hereafter during the Term of the
Agreement, except with respect to matters which have been disclosed

in writing to and approved by the other party.
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SECTION V
PERFORMANCE . . .

Time of the Essence,

Permitted Delays.

Breach., . . . . .

Waiver and Bstoppel

Indemnity. . . .
Access to the Property. .o
City’s Right to Inspect Records.

SECTION VI
DEVELOPER'S EMPLOYMENT OPPORTUNITY OBLIGATION .

Employment Opportunity., . . .
City Resident Employment Requlrement.
Developer's MBE/WBE Commitment.
Pre-Constructinn Meeting:;

Monitoring Requirements. .

SECTION VII
PUBLIC POLICY COVENANTS AND POST-CERTIFICATE REQUIREMENTS .

Developer’s Public Policy Covenants.
Use and Performance Requirements. .
Employment Creation and Retention. .

Public Benefits Program.

Status Repoxts. . . . . . . .

Real Egtate Taxes and Other Governmental Charges
Covenants Running with the Land. . . . . . .,

SECTION VIII
MISCELLANEOQOUS PROVISIONS Coe e e e e e
Entire Agreement. . . e e e
Assignability and Transfer. . . . . . . . . .
Conflict of Interest - City'’s Representatives
Not Individually Liable. . Coe
DiSCloSUr®. .. oo vt iinnosesos

Survival, . . .

Mutual Assistance.

Cumulative Remedies.

No Merger with Dred.

Disclaimexr, . . . .

Notices, . . . . . . . . .

Headings., ., . . . . . . .

Governing Law. . . . .

Recordation Of the Agreement.

Release. vt e

No Thlrd Party Benef1c1ary

Approval. . . .

Business Economlc Support Act

Successors and Agsigns,

Severability. . .

Counterparts. . .
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SECTICON IIIX
CONVEYANCE OF THE PROPERTY
3.1 Porm of Deed. The City shall convey to Developer fee
gimple title to the Property by quitclaim deed substantially in the
form attached hereto as Exhibit B ("Deed"). The conveyance and
title shall, in addition to the provisions of the Agreement, be
subject to:
1, Covenants and restrictions set forth in the Deed.
2. The Redevelopment Documents affecting the Property for
the Term of the Agreement,
The Preservation Easement.
The permitted exceptions described in Exhibkbit C attached
hereto ag disclosed by an ALTA owner‘s title insurance
commitment or policy.
5. Taxes for the current year not then due and owing.
6. Title objections caused by Developer.
In addition, the Property shall be conveyed to Developer "AS
IS" and "WHERE IS", and with no warranty, express or implied, by
the City as to the condition of the soil, its geology, or the
presence of known or unknown faults, or to the physical and
environmental condition of any improvements located thereon. It
shall be the gole responsibility of Developer to investigate and
determine the soil and environmental condition of the Property and

the Building. If the soil and environmental conditions of the

Property and the Building are not in all respects entirely suitable

for the use or uses to which the Property and the Building are to
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be utilized in conjunction with the Project, then it shall be the
gole responsibility and obligation of Developer to take such action
as may be necessary to place the soil and environmental condition
of the Property and the Building in a condition entirely suitable
for the intended Project,

3.2 Conveyance of the Propexty. Subject to all the terms,
covenanta and conditions of the Agreement, the City shall convey to
Daveloper the Deed to the Property subject to the occurrence of all
of the following in accordance with the applicable provisions of
the Agreement:

(a) approval by the DPD and the Landmarks Commission of
Developer‘sa Schematics and Design Plana (as defined in
subsection 4.4(a) below; and

(bl approval by the DPD of the Schedule for the Project, as
more fully described in subsection 4.6(a) below; and

(c) approval by the DPD of Developer’s Budget as defined in
aubsection 4.7(a) below and the deposit of Developer's
Equity and satisfactory demonstration by Developer to the
City of the availability of Developer’s Financial
Contribution for deposit in the Escrow as described in
subsections 4.7(a}) and (¢} below; and

{d) receipt by the DPD of the Completion Guaranty from Daniel
T. McCaffery, substantially in the form attached hereto
as Exhibit M; and

e} approval by the DPD of the Loan Agreement, if any, as

more fully described in subsection 4.8{a){1) below in
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furtherance of satisfying Developer's Financial

Contribution; and
execution and delivery of rhe Preservation Easement by

the City and Developer; and

the obtaining by Developer of insurance policies insuring
the Property as more fully described in subsection 4.123

helow.

The closing shall occur at the Title Company on a déte

mutually selected by the parties; provided, however, if the
conditions described in this subsection 3.2 {a) - (g) are not
achieved by Developer within six (6) months of the executioﬁ date
of the Agreement (except in the instance of any Permitted Delay as
described in subsection 5.2 below), then the Agreement, at the
option of the City, shall become null and void and the City shall
be under no further chligation to Developer.
3.3 Closing Documente#. At the closing for the Property, the
parties shall deliver to each other the following:
(i} Developer’s documents:
(a) A certificate of good standing and a certificate of
incumbehcy from Developer and each Entity.
An ALTA atatement.
All documents required to be delivered under subsection
3.2 above,
{11} The City'’'s documents:
(a) The Deed,
(b} A Bill of Sale, if applicable.
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(¢} A certified copy of the ordinance adopted by the City
Council of the City authorizing the City to enter inte
and perform the Agreement and to execute the Agreement
and all other documents necessary te carry out tie
transactions provided for in the Agreement.

(d) An ALTA statement.

31,4 r d_Survey. In connection with the
conveyance of the Property by the City to Developer, the City, at
Developer’s sole expenge, shall provide to Developér (i) a policy
of title insurance from the Chicago Title Insurance Company or
other title company mutually agreeable to the parties ("Title
Company"), consisting of an Owner‘'s Policy ALTA form B (1987),

dated as of the date of recording with the Recorder’s Office of the

Deed conveying the Property to Developer, insuring the title of

Developer with regard to the Property, subject only to the
regervations and exceptions provided in this Section III, and (ii)
a survey of the Property meeting joint ALTA/ASCM requirements
certified to the Title Company, Developer and the City and
containing a flood plain certification. Developer, at Developer’s
sole expense, may obtain such endorsements as it may require., The
City agrees to use reasonable efforts to assist Developer in the
obtaining of gaid endorsements,

3.5 Real Estate Taxes. Developer shall be responsible for

real estate taxes accruing after the conveyance of said Deed.
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3.6 Recordation of Deed. Developer shall promptly file the

Deed for recordation with the Recorder’s Office. Developer shall
bear all such recording costs as Developer’s sole expense,
SECTION 1V
THE CONSTRUCTION OP THE PROJECT
4.1 The Project. Developer shall undertake to develop the
Building for use as a first class boutique hotel with ancillary
restaurant facilities that will be complementary to the operation

of a first class hotel. The Project shall include the restoration

and rehabilitation of the exterior and the interior of the Building

for its intended useg as described in this subsection 4.1. 1In
particular, Developer shall restore and rehabilitate the historic
and architecturally significant features of the Building in
accordance with Exhibit P of the Agreement, the Preservation
Easement and the Landmarks Ordinance. The restoration, renovation
and rehabilitation work constituting the Project shall be
undercaken by Developer in accordance with the Working Drawings and
Specifications approved by the DPD and the Landmarks Commission in
accorgance with the procedures described in subsection 4.4 below.
During the construction of the Project, Developer shall take care
to not disturb and to preserve the restored exterior facades of the
Building.

The restriction on use provisions described in this subsection
4.1 shall be contained in the Deed and, subject to the provisions

contained in subsections 5.3(d) and {e) below, shall be considered

.
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to ba a covenant fﬁﬁninglwitg the land during the Term of the

Agreement to the full extent allowable under Illinois law,

4.2 Ihe Project’s Development Parameters. The Project shall

be constructed substantially in accordance with the Working

Drawings and Specifications (as defined in subsection 4.4 below),

and shall be subject to the following development parameters:

{a)

(b)

{e)

(d)

Developer’s Schematics, a reduced copy of which is
attached heretw as Exhibit D, setting forth the intended
scope of the Project, and a narrative description of the
Project, have been approved by the DPD.

The facades of the Building and the historic featufea of
the interior of the Building shall be preserved by
Developer in accordance with the terms of the Agreement,
the Preservation Easement, the Landmarks Ordinance and
Exhibit P attached hereto.

Any exterior awnings and signage utilized by Developer
located at the Project shall meet the prior written
approval of the DPD, in accordance with Exhibit P.
Loading access to the Project shall occur solely via an
elevator accessible on the sidewalk on Washington Street.
Use of the elevator shall be restricted during the hours
of 10:00 a.m. until 6:0Q0 p.m.,, except in the case of an
emergency.,

any streetscaping, including any paving of sidewalks,
landscaping and lighting, provided by Developer as part

of the Project shall meet the prior written approval of
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the DPD and be attractive and compatible with the
atreetscaping of Block 58,

4.3 Right of Batry. The City has granted to Developer a
right of entry to the Building and the Property for the purpose of
allowing Develcper’'s architects and engineers to inspect the
Building. In conjunction with the right of entry agreement,
Developer has provided to the City such insurance protection in
connection therewith as deemed appropriate by the City’s Risk
Manager and agrees to indemnify and hold harmless the City
regarding any sguch activities undertaken by Developer at the
Building.

4.4 14 D L) vi
Review.

(a) Repign Plans. Ceveloper’s preliminary schematic drawings
("Schematics"), describing the proposed restoration and
rehabilitation of the Building and the development of the other
Project improvements to be conastructed at the Property, have been
épproved by the Landmarks Commission, the Illinoig State Historic
Pregervation Officer ("SHPO") and the DPD, and reduced copies of
which are attached hereto as Exhibit D. Within sixty (60) days of
the execution of the Agreement, Developer shall prepare and submit
to the Landmarks Commission, the SHPO and the DPD for their
respective approval proposed design development plans for the
Project based upon and consistent with the Schematics. The design
development plans shall also conform to the terma of the Agreement,

the Redevelopment Documents, as amended from time to time, the
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Landmarke Ordinance and the Preservation Easement {when
applicable), and all applicable state and local laws, ordinances
and regulations. The Landmarks Commission and tha DPD shall have
fifteen (15) days in which to approve or reject the design
development plans. If the ULandmarks Commission or the DPD, or
both, reject the design development plans, the Landmarks Commission
or the DPD, as the case may be, shall deliver written notice of
such to Developer., Developer shall thereafter have fifteen (15)
days in order to revise them consistent with the requirements of
the Landmarks Commission or the DPD, as the case may be, and
resubmit them to the Landmarks Commission and the DPD for approval.
The City shall thereafter have ten (10} days upon receipt from

which to review or reject the resubmitted documents,

Developer's final design development  drawings and

specifications which have been approved by the DPD and the
Landmarks Commission, as applicable, shall be considered the
"Design Plans" for purpoges of the Agreement.

Any material change to the Design Plans must be submitted to
the Landmarks Commission, the SHPO and the DPD for their approval,
which approval by the DPD shall not be unreasonably withheld or
delayed.

(b) pPevelopment of Working Drawlnge and Specifications

Within sixty (60) days following receipt of approval by the
DPD and the Landmarks Commission of the Design Plana, Develcper
shall submit to the DPD, the SHPO and the Landmarks Commigssion for

its respective approval the proposed final construction documents

25
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regarding the development of the Project. The OPD and the
Landmarks Commission shall have thirty (30) days in which to
approve or reject the construction documents. If the Landmarks
Commission or the DPD, or both, reject the construction documents,
the Landmarks Commission or the DPD, as the case may be, shall
deliver written notice of such to Developer. Develcper shall
thereafter have fifteen (15} days in order to revise chem
consistent with the requirements of the Landmarks Commission or the
DPD, as the case may be, and resubmit them to the Landmarks
Commission and the DPD for approval. The City shall thereafter
have ten (10) days upon receipt from which to review or reject the
resubmitted documents.

Developer's final degign  development drawings and
specifications which have been approved by the DPD, the SHPO and
the Landmarks Commission, as applicable, shall be considered the
*“Working Drawings and Specifications" for purposes of the

Agreement,

Any material change to any of the Working Drawings and

Specifications must be submitted to the DPD for its approval, which

approval shall not be unreasonably withheld or delayed.

(e} Environmental Review. Developer has provided the DPD
with a copy of that certain "Phase I Environmental Site Agsessment
Report" conducted by Hygienetics Environmental dated as of November
7, 1997 concerning the Building and the Property. Based on the
City’'s review thereof, the City may, in its sole discretion,

require the completion of a Phase II environmental audit with
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respect to the Building and the Property prior to the commencement

of construction. If any such audit discloses Hazardous Materials
at the Building and the Property, then it shall be Developer’s sole
regpongibility to undertake such environmental remediation or
corrective work as necessary to place the environmental condition
of the Building and the Property in a condition entirely suitable
for the intended Project and in compliance with Environmental Laws.

4.5 Limited Applicabjlity of DPD’g Approval. Any approvals
of the Schematics, Design Plans and the Working Drawings and
Specifications made by the DPD are for the purposes of the
hAgreement only and do not affect or constitute approvals required
for building permits or approvals required pursuant to any other
ordinance of the City, nor does any approval by the DPD pursuant to
the Agreement constitute approval of the quality, structural
gsoundness or the safety of che improvements constituting the
Project. The City, however, agrees to assist Developer in
expeditiously obtaining approvals for building permits affecting
the Project. Developer agrees to notify the DPD within five (5)
days of the issuance of any building permit by the City’s

Department of Buildings.

4.6 d Hiri Q SNnerxr c ract
ferformance Bond; Purchase of Materials.

(a) Developer’s Construction Schedyle. Developer's
preliminary sgachedule ("Schedule") for the commencement and

completion of the work constituting the Project has been approved

by the DPD and ig attached hereto as Exhibit L. In sonjunction and

27

1991986







18616613

BLOCR 58, CENTRAL LOOP PROJECT
REDEVELOPMENT AGREEMENT
RELIANCE BUILDING

This Redevelopment Agreement ("Agreement"), dated as of
July 14 . 1998, is made by and between the City of Chicago, an
Illincis municipal corporation, having its offices at City Hall,
121 North LaSalle Street, Chicago, Illinocis 60602 ("City") and
Canal Street Hotel, L.L.C., a Delaware limited liability company,
having its principal office ¢/o CCR McCaffery Developments at 737

North Michigan Avenue, Suite 2050, Chicago, Illinois 60611

{*Developer"),

RECITALS
A. The City, as a home rule unit under the 1970 Constitution

of the State of Illincis, has the authority to promote the health,
safety and welfare of its inhabitants, to prevent the spread of
blight and to encourage private development in order to enhance the

local tax base and create employment, and to enter into contractual

agreements with third parties for the purpose of achieving the

aforesaid purposes.

B, In furtherance of 1its objectives to encourage the
redevelopment and revitalization of blighted commercial areas, the
Ccity established the Commercial District Development Commissicn,

which has been succeeded in interest by the Community Development

Commission {"Commission').
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with respect to the production by Developer of the Design Plans (as

described in subgection 4.4 above), Developer shall prepare and

submit to the DPD for its approval a revised Schedule deacribing in

moyre accurate detail from the preliminary Schedule a timetable for
the commencement and completion of the Project. The Schedule shall
be subsequently revised by Developer and submitted to the DPD on a
gquarterly basis during the construction of the Project.
(b} Hiring of Genersl Contractor. Developer has notified tha
City that, prior to the execution of the Agreement, it has selected
a General Contractor to undertake the construction of the Project,
In the event that an alternative General Contractor is selected by
Developer, Developer shall solicit bids from at least three (3)
qualified contractors £from a list of contractors previously
submitted by Developer and approved by the DPD. The DPD shall
evaluate the prospective bids within seven (7) days of their
gubmission by Developer. Developer shall seek to hire the General
Contractor at the lowest cost practicable in light of cthe
objectives for the construction of the Project as expressed in the
Agreemant. The terms and conditions of the construction contract
between Developer and the General <Contractor ("Construction
Contract") shall be subject to the approval of the DPD.
Wwith ragard to the hiring of subcontractors
(*Subcontractor") by the General Contractor, the General Contractor
shall solicit bids from at least three (3) gqualified subcontractors

to undertake the pertinent work. The subcontractors shall be
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selected from a list of subcontractors submitted by Developer and
approved by the DPD,

All sclicitations of bids by Developer or the General
Contractor shall require that the General Contractor and all
Subcontractors comply with: (i) the Equal Employment Oppertunity

provisions described in subsection 6.1 below; (ii) the Chicago

Resident Employment Ordinance provisions described in subsection

6.2 below; (iii}) the Veteran Preference Act, 330 ILCS 55/11 et meq.
(1993); (iv) the terms and provisions of the Chicago Human Rights
Ordinance, Section 2-160-010 gt seq., Municipal Code of Chicago;
and (v) the Prevailing Wage Act of Illinois, 820 ILCS 130/1 gt seq.
{1993},

True, correct and completé copies of the Construction
Contract, and all executed subcontracts entered into by the General
Contractor with its subcontractors ("Subcontracts") shall be
delivered to the DPD, The Conatruction Contract and each
Subcontract muat contain provisions: (i) regarding compliance with
the laws and regulations described in this subsection and in the
Agreément; (ii) naming the City as a third party beneficiary and an
assignee; and {(iii) obligating the General Contractor or any
Subcontractor to furnigh such reports and information as requested
by the Chicago Commission on Human Relations to determine
compliance with the Chicage Human Rights Ordinance.

Except as provided below, any modifications, change orders or
amendments to the Conatruction Contract or any Subcontract shall be

described in a written report provided by Developer to the City on
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a monthly basis in conjunction with a Request for Advance (as
defined in subsection 4.7(c)) pursuant to the Escrow. The monthly
report shall describe any resulting increage in costs (real or
estimated) on a line item basis resulting from such change order,
modification or amendment. The scope of review and approval of
said modifications, change orders, or amendments by the DPD shall

be based solely on how they affect: (i) the amounts available as

contingency in the Budget; (ii) any transfers between line ite&s of

the Budget; (iii) an analysis of the overall Budget for the Project
and the amount of undisbursed financial resources available to
complete the Project in accordance with the Agreement; and (iv) a
material change in scope from the approved Working Drawinga and
Specificaticns, In the event that the City, in its reasonable
discretion, believes that the amount of remaining contingency is

insufficient, given the uncompleted portion of the Project as of

the date of the written vreport, or that the amount of funds

available to Developer to complete the Project is insufficient,
then Developer, within ten (10) days of written notice, shall be
required by the City to deposit such required sums in the Escrow or
otherwise to identify to the City other funds to be made available
as contingency or otherwise to complete the Project.
Notwithstanding the above language, any approved modification,
change order or amendment shall not be deemed to imply any
obligation on the part of the City tc increase the amount of the

City's Financial Contribution.
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(a) Bond. The General Contractor shall be required to
deliver to the City a payment and performance bond designating the
City as a beneficiary in an amount no less than the amount of
construction costs as vreflected in the Construction Contract,
insuring cthe undertaking of the construction of the work
constituting the Project in accordance with the Working Drawings
and Specifications and consistent with the provisions of thsa

Agreement. Said payment and performance bond shall be issued by a

reputable company satisfactory to the DPD in its reasonable -

discretion having an AA rating or better using American Institute
of Architect’s Form No. 311 or its equivalent.

(a) Purchase of Materimls. All materials utilized with

regard to the construction and completion of the Project, whether

purchased directly by Developer, the General Contractor, or any

Subcontractor, shall be new {unleses otherwise approved by the
City), high quality materials acquired at the lowest practicable
cost. Developer intends tc use or re-use, when practical, certain
materials or historic fabric found at the Building, as reflected on
Exhibit P attached heretc and the Preservation Easement.

4.7 FPipancing the Proiect.

(a) Budget and Develcper’'s Plnancial Contributiocnm.

{1) Budget and Developer’s Financial Contribution. The
preliminary budget for the Project has been approved by the DPD and
is attached hereto as Exhibit E. Upon completion of the Design
plang, Developer will submit to the DPD its revised estimated cost

{("Budget") of completing the Project. The Budget will thereafter
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be revised and submitted to the DPD by Developer for approval on a
gquarterly basis to reflect actual costs incurred and anticipated

costs to be incurred in completing the Project. The Budget shall

also contain a description disclosing in sufficient detail the

sources of funds that Developer shall contribute to pay such costs,
other than those costs to be paid for utilizing the City's
Financial Contribution ("Develeoper’s Financial Contribution®).

No later than August 1, 1998 or the execution date of the
Escrow by the parties, whichever is earlier, Developer shall
deposit with or deliver to the City for subsequent delivery to the
Escrowee once the Escrow is created by the parties pursuant to
subgection 4.8{c} below, as part of Developer’s Financial
Contribution, the sum of Two Million Dollars ($2,000,000) which
represents part of Developer’s equity ("Equity"), either in the
form of cash or a direct-pay letter of credit, the terms of which
shall meet the prior approval of the City and the Escrowee. The
balance of Equity, in the amount of Two Million Hundred Twenty Five
Thousand Dollars ($2,325,000,000), shall be deposited by Developer
in the Escrow on an "as needed” basis, but in any event, no later
than December 1, 1998, such date to be extended in the reasonable
discretion of the Commisaioner to February 1, 1999. The failure of
Developer to make either Equity depcsit as provided for herein
shall be deemed an event of default without notice from the City or
an opportunity to cure. The parties understand that Developer’s
total Equity amount of $4,325,000 may be offset and reduced for

approved prior expenditures based on documentary evidence
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satisfactory to the DPD, in its reasonable discretion, that
Developer has previously expended monies to satisfy certain Project
costs as are reflected in the approved Budget; provided, however,
that such offset shall affect Developer’s obligation concerning the
Equity deposit of $2,000,000 by August 1, 1998 only to the extent
that Developer provides such satisfactory documentary evidence to
the DPD no later than July 15, 1398, The DPD regerves the right,
in its reasonable discretion, to disallow any such expenditure as

a prior expenditure.

Developer shall provide the Developer's Financial Contribution

constituting the aforesaid Equity through its own funds or locans to
Developer.

With regard to accumulating Developer’s Financial Contribution
over and above the aforesaid Equity, Developer shall provide
satigfactory evidence to the City that it has obtained irrevocably
committed funds or financing. Developer shall be permitted to
obtain a loan or locans secured by a mortgage ("Lender Financing”)
from a reputable financial institution or other lender which is in
good standing with the State of Illincis, and satisfactory to the
DPD in its sole discretion (“Lender®). In connection with any
Lender Financing, Developer shall deliver to the DPD evidence of a
commitment or commitmenta for adequate financing (a “Commitment”},
specifying the amount of Lender Financing, length of the term and
the applicable interest rate. The terms of the Commitment shall be
subject to the approval of the DPD for the purpese that it is

consistent with the terms and requirements of the Agreement. Once
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the Commitment has been approved by the DPD and executed by the
parties, the DPD shall also review and approve the terms of any
loan agreement ("Loan Agreement") to be executed by Developer and
the Lender, such review by the DPD to be limited to a determination
of the consistency of the Loan Agreement with the terms of the
Agreement. The existence of an approved, executed Loan Agreement
with respect to Lender Financing, which will make Lender Financing
available for disbursement conditicned only on normal and customéry
requirements for disbursement of funds from time to time, shall be
a requirement to any cobhligation of the City to disburse any of the
City’s Fipancial Centribution.

The Lender shall be permitted to secure its loan by a mortgage
("First Mortgage"), or, if needed and obtained, a subsequent
mortgage that replaces the First Mortgage, encumbering the Property
and evidenced by a mortgage note ("First Mortgage Note"),

Ag an alternative, Developer may obtain, in satisfying in whole
or in part its obligation to accumulate the Equity component of
Developer’s Financial Contribution, funds derived from the
syndication of historic preservation tax credits. The City makes
no representation and gives no undertaking whatscever regarding the
availability of any such tax credits either with respect to the
Phase II Improvements heretofore completed or the Project;
pravided, howevey, that the City as deemed appropriate by it,
agrees to cooperate and agsist Developer in any effort on its part
te utilize any available higtoric preservation tax credits to

assist in completing the Project. In the event that the historic
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preservation tax credits are syndicated, the parties agree that any
gyndication proceeds in excess of $2,800,000 shall by ‘"shared"
between Developer and the City on the basis of 60% to 40%,
respectively, said City "share" to be utilized as a reduction in
the aggregate amount of the City’'s Financial Contribution to be
provided to Developer.

Notwithstanding the provisions contained in this paragraph or
in the Agreement, Developer shall be permitted to obtain a First

Mortgage in an amount equal to no lesa than the: total Project costs

minus the City's Financial Contribution and Equity, it being the

obligation o©of Developer to fund as part of the Developer’s
Financial Contribution any excess coats of the Project beyond the
City’s Financial Contribution (whether through Lender Financing or
irs own funds or loans to Developer) and Developer shall hold the
City harmless with respect thereto.

In auch regard, Developer’s ability to fulfill its obligation
to provide the funds necessary with regard to the undertaking and
Completion of the Project (including the obligation and
responsibility for obtaining necessary funds covering all Project
cost overruns beyond the City’s Financial Contributicn for certain
Redevelopment Project Cogts in accordance with the Budget) shall be
supported and guaranteed by that certain Completion Guaranty
provided by Daniel T. McCaffery in favor of the City, The
Completion Guaraniy shall be executed by Daniel T. McCaffery in

substantial conformity with the form of Guaranty attached hereto as
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Exbibit M, and shall be dated as of the execution date of the
Agreement and delivered to the City by Developer.

{b) ' Co ibutio The City shall make a
financial contribution for TIF Funded Improvements to assist
Developer with the completion of the Project in the aggregate
amount of Two Million Five Hundred Thousand Dollars ($2,500,000)
("City’s Financial Contribution®). The parties agree that the
City's Financial Contribution shall in no manner exceed the
aggregate amount described hereinabove in this paragraph. The

parties further acknowledge that the City has reserved funds for

the City’s Financial Contribution for TIF Funded Improvements which.

have been derived from Incremental Taxes allocated to the City or
proceeds from the sale of the Bonds, and that any proposed use of
the City’s Fipancial Contribution must be in accordance with any
laws, regulations and ordinances governing the use of such funds,
including, without limitation, the TIF Act,

The TIF Funded Improvements to be paid for by the City or
reimbursed to Developer by the City are described more fully on a
line item basia in Exhibit F attached hereto. The City’'s Financial
Contribution shall be deposited from time to time by the City in a
subaccount of the Egcrow as needed to cover the TIF Funded
Improvements to be funded therefrom (in such amount as determined
on a pro-rata basis in accordance with the Budget) with the Lender
Financing proceeda or other Developer private funds or financing
afrer the disbursement in full of all of Developer’s Equity (any

Budget savings with respect thereto also to be shared pro-rata by
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the City and Developer). The pro-rata basis for disbursement shall
be egtablished by the ratio of the aggregate amount of the City’s
Financial Contribution to the amount of Lender Financing as
currently projected by Developer as needed to complete the
caonstruction of the Project, which is the sum of Thirteen Million
Five Hundred Thousand Dollars ($13,500,000). In making such
determination, no portion of the Project costs shall go to pay for
unsubstantiated Project costs., Any sums of the City's Financial
Contribution not utilized for TIF Funded Improvements shall be
returned to or retained by the City.

The City's Financial Contribution is being made conditioned
upon the delivery to the City of the Covenant of Performance
substantially in the form of Exhibit H attached hereteo. As more
fully deacribed in the Covenant of Performance, in the event of a
breach by Developer of its obligations under the Agreement,
including, without limitation, the Use and Performance Covenants
provided for in subgecticon 7.2, Developer may be obligated to repay
to the City all or a part of the sum of Three Million Five Hundred
Thougand Dollars ($3,500,000). The amount due and owing shall
dec¢line during the Term of the Agreement, all as more Cfully
described in the Covenant of Performance. The Covenant of
performance shall be dated and delivered as of the closing date
when the Property is conveyed by the City to Developer.

(&) Construction Escrow. Developer’s Financial Contribution
and the City’s Financial Contribution shall be deposited in and

disbursed through an escrow account ("Escrew") held by Chicago
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<, On March 20, 197%, cthe Commission designated an area

within the corporate boundaries of the City as a blighted
commercial area to be known as "Blighted Commercial Area North
Loop" ("Original Redevelopment Area"), and on March 20, 1979,
approved a redevelopment plan ("Redevelopment Plan") for the
Original Redevelopment Area,. The blighted commercial area
designation was approved by the City Council of the City of Chicago
("City Council"), pursuant to an ordinance duly adopted on March
28, 1979. The Redevelopment Plan was approved by the City Council
pursuant to an ordinance duly adopted on March 28, 1979 and, as
revised, was approved by an ordinance adopted on October 27, 1882.
The North Loop Guidelines for Conservation and Redevelopment
("Guidelines") pertaining to the Original Redevelopment Area, were
approved by the Commission on March 31, 1881, approved and revised
by the Chicage Plan Commission on May 14, 1981, and, as so revised,
were approved by the City Council on October 22, 1381, as further
revised by the Commission on October 12, 1982, and, as so further
revised and approved by the Chicago Plan Commission on October 14,
1982, and, with additional revisions, were further approved by the
City Council on October 27, 1982, and as further revised and
approved by the Chicago Plan Commission on September 2, 13987, and
wera further approved by the City Council on September 23, 13987,
and as further revised by the Commission on January 24, 1989, as so
further revised and approved by tne Chicage Plan Commission on
February 9, 1989, and were finally approved by the City Council on

March 29, 1989. An ordinance approving the North Loop Tax
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Title and Trust Company or such other institutional escrowee
("Escrowee"} mutually acceptable to the parties, under the terms
and conditions of a customary joint escrow agreement ("Escrow
Agreement"). The respective rights, liabilities and duties of the
Escrowee, as well as the purposes for which disbursements may be
made from the Escrow and the terms and conditions upon which the
same can be made, are contained in the Agreement. The parties
agree that as between them if any conflict exists between the terms
of the Agreement and any escrow instructions or other documents
affecting the Escrow, the terms and provisions of the Agreement
. shall govern.

1. Permitted Digbursements. At the request of and on behalf
of Developer, the Escrowee, pursuant to the terms of the Agreement,
shall through disbursements from the Escrow pay directly to the
contractor or vendor of Developer or any payee designated by
Developer (except to Developer itself with regpect to its
development. fee), including, the General Contractor or any
Subcontractor, as the case may be, for eligible Project costs as
further described in the Budget, The <City’s Financial
Contribution, however, shall be solely utilized to pay for TIF
Funded Improvementa as are more fully described in Bxhibit F
attached hereto. The City‘s Financial Contribution and Déveloper'’s
Financial Contribution shall be deposited with the Escrowee from
time to time on an as needed basis to fund permitted disbursements

pursuant to the Agreement.
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3.

conditions Precedent to Disbursement. Prior to the

initial disbursement of funds from the Escrow by the Escrowee

(unless a later time is hereinafter contemplated or permitted),

Developer shall deliver to the Escrowee the following documents:

(a)

(k)

{c)

(d)

the LLC Agreement, a certificate of good standing from
the State of Delaware and the State of Illinois from
Developer and each Entity comprising Developer, and an
accompanying certificate of incumbency from each Entity;

a mortgage title commitment or policy covering the
Property showing: (i) the Agreement and the Preservation

Easement as having been recorded against the Property;

and (ii) those permitted exceptions as approved by the
DPD;

a Class A plat of survey (in the most recently revised
form of ALTA/ACSM land title survey) of the Property
dated within thirty (30) days prior to the commencement
of construction of the Project or such earlier date as
might be acceptable to the Title Company, prepared and
certified by a surveyor licensed in the State of Illinois
showing all easements, encroachments and containing a
legal description of the Property, and flood plain
certification, certified to the City and the Title
Company:

copies of the Construction Contract and any Subcontracts,

if then available and thereafter when obtained, certified
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(e)

(3

(k)

by Developer ag being a true and complete copy;

a true copy of the building permits when issued by the
City;

Internal Revenue taxpayer identification numbers of
Developer;

originals of the First Mortgage, if any; and

a duplicate original of the payment and performance bond
as requirel by the provisions of Section 4.6{(c) above in
which the City is named an obligee or beneficiary; and

an opinion of counsel letter substantially in the form
attached hereto as Exhibit I, with such changes as may be
required by or acceptable to the Corporation Counsel of
the City;

current searchea under Developer and each Entity, "as

follows:
Secretary of State UcC Search
Secretary of State Faderal Tax Search
Cook County Recorder gcC search
Cook County Recerder Fixtures Search
Cook County Recorder Federal Tax Search
Cock County Recorder State Tax Search
Cook County Recorder Memoranda of Judgments
Search
U.S. District Court Pending suits and judgments

Clerk of Circuit Court  Pending suits and judgments
(Cook County)

and such other searches from such other offices as the
City may require in its reasonable discretion; and
guch other documents as are reascnably required of

Developer to effectuate the transaction.
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Developer shall simultaneously deliver to the Inspector one
set of the Working Drawings and Specifications as prepared and
available from time to time and a copy of the Budget..

Eacrowee shall also have received from the City a certified
copy of the ordinance authorizing the City to enter into this
transaction.

3, Risbyrsementy. Disbursements from the Escrow
covering the Project costs described in paragraph 1 of this
subsection 4.7(c} shall be made by the Escrowee, upon receipt of
certification for payment by the Developer’s  architect
("Architect") on AIA Form G702 (or variant) and the receipt of the
prior approval of the Inspector, the Lender, and the City, in the
following manner:

{(a) Method. Subject to the provisions of the Agreement,'the
Egcrowee shall disburse directly to Developer or to the General
Contractor, or so if directed, to such Subcontractor, vendor and
any other persons as have actually supplied labor, materials or

services in connection with the completion of the construction of

the Project.

(b) Holdback Pyovision. The City ana/or Developer shall be

permitted to hold back for later deposit with Escrowee, or direct
the Egscrowee to hold back, on each request for advance for payment
covering the costs described in paragraph 1 above of this

subsection 4.7(¢) an amount equal to ten percent (10%) of the

requested sum until Eifty percent (50%) of the Project is

completed, and thereafter five percent (5%} until the Architect
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certifies the substantial completion of the Project on AIA Form
G704 and the City issues its Certificate with regard to completion
of the Project; except that the full amount of Developer’'s Equity
shall be fully deposited with the City no later than July 1, 1998
or the execution date of the Escrow, whichever date is earlier, and
subsequently deposited with the Escrowee upon execution of the
Escrow Agreement by the parties,

{c) Pinal Disbuxgement. Subject to the provisions of the

Agreement, and as long as Developer is not in default in the due,

prompt and complete performance or observance of any of its

covenants cor obligations contained in the Agreement and the
Covenant of Performance, the £final disbursement of €funds
constituting the holdback portion referred teo above shall be made
through the deposgit of funds that have been retained if not
previously deposited in the Escrow and disbursed by the Escrowee
when Developer has completed the Project to the satisfaction of the
Architect as evidenced by the issuance of a Final Certificate of
Payment on AIA Form G702, and by the Inspector as evidenced by the
issuance of the Insgpector’s Certificate regarding substantial
Completion of the Project, and provided that Developer has
submitted to the Escrowee, the OPD, the Lender and the Inspector
affirmative proof that no materialmen's liens or claims or liens
exist affecting the Property or could result due to the undertaking
of the Project. Any sume thereafter remaining in the Escrow ghall

be disbursed pursuant to applicable provisicna of the Agreement.
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(d) Regquest for Advances. Concurrently with the request for

any disbursement from the Escrow ("Request for Advance"), Developer

shall  furnish to the Escrowee, the DPD, the Lender and the‘

Inspector, separately with respect to each disbursement request, a
Request for Advance duly signed with all blanks appropriately
filled in setting forth such details concerning the costs contained
therein as said parties shall require, including: (a) a detailed
breakdown of percentages and costs of the completion of various
chases of the Project, showing the amounts expended to date for

such restoration, renovation, rehabilitation or construction, as

the case may be, and the amounts then due and unpaid, an itemized

eatimate of the amount necessary to complete the work in its
entirety and also containing certification by Developer and the
certification for payment by the Architect on AIA Form G702 that
the restoration, renovation, rehabilitation or the construction of
the Project to date of such certificate complies with the Working
Drawings and Specifications; (b) if requested by the Escrowee, the
Inspector, the City, or the Lender, a list of the names and
addreases of all material dealers, laborers and Subcontractors with
whom agreements have been made by Developer or the General
Contractor; (c) if requested by the Escrowee, the Inspector, the
City or the Lender, receipted invoices, and/or releases or waivers
of lien on forms approved by the Escrowee and the Inspector from
each material dealer, contractor and Subcontracteor who has done
work or has furnished materials for the Project, including but

without limitation, those covered by each such Request for Advance.
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If work on the Property has begun prior to the inpitial
disbursement, then Developer shall provide the Escrowee, the City
and the Inspector with all such items as aforesaid, and/or
acknowledgement of receipt of payment for work or materials
previously provided, and any additional items as the Escrowee, the
City and the Inspector may reasonably require prior to such initial
disbursement,

Also included with a Requegt for Advance shall be Develope?‘s
written report describing any modifications, change orders or
amendments to the Construction Contract or any Subcontract, all as
described further in subsection 4.6(b) above.

4. Compliance with Conditions Precedent. Each request for
disbursement from the Esacrow submitted by Developer shall be
subject to compliance to the satisfaction of the Escrowee, the
City, the Lender and the Inspector, in both form and substance,
with the applicable conditions precedent for disbursements as set

forth in the Agreement.

S. Time for Payment of Requisitions. Upon receipt of a

Request for Advance by the Eacrowee, the Escrowee shall have three
(3) business days in order to effect such Advance.

6. Inspegtion. During the undertaking of the Project, tﬁe
Lender shall employ, for the benefit of the City, the Lender and
Developer (or in the event no Lender exists, then the City shall
employ) an inspector or architect ("Inspector") other than the
Architect. The fees and exéensea to be paid the Inspector shall be

provided by the City exclusive of the <City's Financial
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Contribution. The Ingpector shall be selected by the Lender and
acceptable to the City and Developer, or if no Lender exists, by
the City and acceptable to Developer. The Inspector shall review
for the parties all activities associated with the completion of

the Project, which Inspector shall certify or otherwise indicate to

the Escrowee on the form attached hereto as Exhibit J that the

completion of such work of the Project to the date of each Request
for Advance and as certified by the Architect is as set forth in
sald Request for Advance and certificate, and that such
regtoration, renovation, rehabilitation or construction, ag the
cage may be, complies with the Working Drawings and Specifications, -
guch indication from the Inspector to be a condition precedent to
the approval by the Escrowee of any submitted Request for Advance
of Developer, A representative of the DPD shall have the right,
but not the obligation, to accompany the Inspector during his
inspection of the Project.

Prior to the final completicn of the Project, Developer, the
Architect, the Inspector and the City shall conduct a preliminary

inapection of the Building and the Property, and thereafter the
Inspector (in consultation with the Developer, the City and the
Architect) shall prepare a liat of punch list items to be
undertaken by Developer. . Once such work is completed, che
Ingpector and the City shall re-inspect the Building and the
Property, and if satisfied, the Inspector shall issue a certificate
{"Final Inspector’s Certificate”) that the construction of the

Project is completed in accordance with the Working Drawings and
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Specifications, the Agreement, the Redevelopment Documents and if
applicable, the Landmarks Ordinance and the Preservation Easement.
The determination of the Inspector with regard to Developer's
compliance with the construction of the Project in accordance with
the Working Drawings and Specifications collectively as described
in this Section shall be binding on the parties.

7. D clencies. The Escrowee shall pay any
and all such disbursements directly to the General Contractor or
such person or persons as have actually supplied labor, materials,

property or services in connection with the undertaking of the

pertinent work. In no event shall the Escrowee be required to

disburse any Advance which, in the Lender's or the City's
reasonable opinion, shall reduce the remaining amounts available
to pay for the balance of the work, labor and materials necessary
to fully complete the Project. 1In accordance with the provisions
of subsaction 4.6(b) above, if at any time it shall appear to the
City or the Lender that the undisbursed portion of funds available
and the remaining contingency reserve is insufficient, .then
Developer, within ten (10) days of written notice from the City or
the Egcrowee, shall be required to depcait such necessary funds in
Eacrow or otherwise to identify to the City and the Lender other
funds to be made available as contingency or otherwise to complete
the Project, and until then, it is expressly understood and agreed
that, absent an express waiver by the Lender and the City, no
Advance shall be made by the Escrowee. In the event that at any

time the Escrowee (at the written request of the Lender or the
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City} demands that Developer remedy any such deficiency and
Developer shall fail to do so as aforesaid, then the Escrowee ghall
have no further obligation to make further disbursement until said
deficiency is remedied, In the event the Lender or the City shall
require and Developer shall provide any sums to remedy deficiencies
as aforesaid, the Escrowee shall hold said sums in a separate
account established for such purpose, and such funds ghall not be
commingled with the proceeds of the Escrow or, at the sole option
of the Escrowee, the Escrowee may apply all or any portion of such
deposit to payment of the submitted Request for Advance.
Developer's failure either to remedy any deficit or to identify
other funds to be made available as contingency or otherwise
complete tha Project as aforesaid shall constitute a default of the
terms of the Agreement.

8. invesatment of Eascrow PFundg. The City‘s Financial
Contribution, upon its deposit from time to time by the City in the
Egcrow, ghall be invested or reinvested by the Escrowee at the
written direction of the City to the extent permitted by law. Any
interest received upon said investment of escrow funds shall be

paid to the City,
4.8 Relocation of Utilities., In the event Developer requests

the relocation, repair or raplacement of any existing City utility
lines in and under the Property, the public streets or private
property adjacent to the Property, Developer agrees to cause such
utilities to be relocated, repaired or replaced at Developer’s sole

expenae. The DPD shall use its best efforts to assist Developer in
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