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Increment Redevelopment Plan and Project ("North Lool) 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 

North 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, 1967, 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 ~·ebruary 7, 1997, there was established the "Central Loop 

Project Area" resulting from expanding the North Loop Project Area 

by including 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, 

as amended by Part B of (and otherwise supplemented by) the Central 

Loop TIF Plan (sometimes herein called the "TIF Plan"), are 

collectively referred to ae the "Redevelopment Documents". 

D. The City is authorized under the provisions of the Tax 

Increment Allocation Redevelopment Act, 65 ILCS 5/ll-74.4-l ~ ~· 

(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 issuance 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 {as 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 

described in subsection 5,2 below, within fifteen (lSl 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. 

t.lO Barricadetz Security !or 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 
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maintenance, appearance, color scheme, painting, nature, type, 

content and design of all barricades. 

Prior to cloDing anc\ 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 Sign• and Pyplig Rt1ationt. Developer shall erect a 

sign of size and style approved by the DPD in a conspicuous 

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 literature and communications. 

4.1~ Certitigatt of Completion. 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 provisions 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 construction of the Project, nor shall 

it serve to release Developer, or its successors and assigns, from 

its obligations contained in the Preservation Easement or as 

described in Section VII of the Agreement. 

The Certi:!ieate shall be in recordable form. Upon written 

request by Oevnl.oper for the Certificate, the City, within twenty 

(20) days after receipt of the same, shall undertake an inspection 

of the Building and the Property accompani.ed 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 Cocuments, the Agreement, the Working Drawings 

and Specifications, and the Preservation Easement, or is otherwise 

in default, and what measures or acts will be necessary, in the 

reasonable 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 resubmit a written request for a Certificate from the city. 

4.13 Inturanct. 

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 requirements specified below, insuring all 

operations related to the construction of the Projec: and the terms 

and provisions of the Agreement. 

Insurance To Be Provided. 

(a) Workers Compensation and Employers 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) ~ommercial General Liability 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, underground, 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) Automobile Liability Insurance !Primary and Umbrella) . 

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

connection with work to be performed, Developer shall provide 

Comprehensive Automobile Liability rnsurance 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 cost, 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-site and in-transit, boiler and machinery, 

earth movement, flood including surface water backup, sewer backup 

and seepage, collapse, water damage, debris removal, faulty 

workmanship or materials, testing, and mechanical-electrical 

breakdown. The City and Lender shall be named as loss payee. 

(e) Cgntractors Pollution Liability Insurance. When any work 

related to the Project is undertaken which may cause an 

environmental exposure, Developer shall provide or cause to be 

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. 

(f) All Risk Property Insurance. At closing, Developer shall 

obtain All Risk Property Insurance 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 

standard as established in accordance with the status of the 

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 special endorsement to the insurance policy 

covering the full replacement value of the facades of the Building. 

Coverage extensions shall include boiler and machinery, collapse, 

sewer back-up, sprinkler leakage and flood. The City and Lender 

shall be named as loss payees. 

In the event of any damage or destruction to the Building 

c.aused by fire or other hazard, the insurance proceeds shall 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 and 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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completion 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 of 

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 of the Certificate but prior 

to 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: (l} 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 reasonable 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 

utilized 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 City (to be 
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exercised, if at all, in connection with the disbursement of 

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

may e~~.o~·rS~ve the l?ropert~ conveyed by Developer· to the City 

for nomi:''rfiil-· <!on'9ideratiQn. ·.. . . . 
.. ~ ~~ .. , ' 

(g) Px;of@ssional· Lial:iility InSurance. 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 liability. When policies are renewed or 

replaced, the policy retroactive date must coincide with, or 

precede, start of work on the Agreement:. A claims-made policy 

which is not renewed or replaced must have an extended reporting 

period 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 against any loss whatsoever, and shall have limits 

sufficient to pay for the re-creation and reconstruction of such 

records. 

Additional Raqyirements: 

(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 of Chicago ...... ~ .. ;. .... . . . 
•t~nce.!=e.t~ificate Form or equivalent at or prior to the closing 

· for 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 

as specified 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. 

(ee) Developer agrees· that insurers shall waive their rights 

of subrogation against the City of Chicago, its employees, elected 

officials, agents, or representatives. 

( ff) 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 res~onsibilities specified within 

the Agreement documents or b~ ~aw. 

(ggl Developer expressly understands and agrees that any 

insurance or self insurance programs 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. 

(iil 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. 

(jj) If Developer or Subcontractor desires additional 

coverages, the Developer and each Subcontractor shall be 

responsible for the acquisition and coat of such additional 

protection. 

(kkl The City of Chicago Risk Management Department maintains 

the right to modify, delete, alter or change these requirements. 

4 ,loi Prohibition Aqain1t tlnpermitter:J, Bncnmpranc .. , 

~rior to the completion of the Project as certified by the 

City, neither Developer nor any successor in interest to t:he 

~roperty shall engage in any financing or other transaction the 

effect of which creates an encumbrance or lien upon the Propert:y; 
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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 ("Property") referred to as l?arcel sa -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 l?roperty is presently improved with a fourteen story 

office building commonly known as the Reliance Building 

("Building") and designated a Chicago landmark pursuant: to that 

certain ordinance ("Landmarks Ordinance 11 ) adopted by the City 

Council of the City on July ll, 1975. The Building is also listed 

on the Illinois Register of Historic !?laces and the National 

Register of Historic !?laces, and is also designated a National 

Historic Landmark. 

H. The City has previously commissioned a study of the 

Building ( 11 Historic St:ructures Report") , consisting in part of 

exterior and interior surveys, the history of the Building, and 

recommendations for the restoration of the exterior and the 

interior of the Building, the Historic Structures Report being 

dated as of July 11, 1994. 

I. l?ursuant to the terms of that certain Project Management 

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 Kortqaqttl Not Qbliqattd to Con1t;uct. Notwithstanding 

any of the provisions of the Agreement, the holder of any mort~age 

or its affiliate i3Uthorized 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 provisions of the Agreement to 

construct 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 construed 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, including, 

without limitation, subsections 5.3(dl 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 •.mder 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 Developer, 

each mortgagee shall (insofar 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 

susceptible to being cured. 

SIC'l'ION V 

PIRPORMAHCI 

S .l '1'1•• of tht llltnct. Time is of the essence of the 

Agl:'eement. 

5.3 Ptrgitttd Ptlayt. Neither the City, Developer, or any 

successor in interest to Developer, shall be considered in breach 

of its obligations with respect 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 Delays"), 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) G•n•rally. 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 successor, upon written notice from the other, shall 

proceed to immediately cure or remedy such default but, in any 

event, not later than sixty (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) lytnt o! Ptfault, 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) abov~ 

unless a different cure period is specifically provided with 

respect to any item set forth in this subsection S. 3 (b) below, 

shall constitute an "Event of Default": 

(l) 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 construction 

documents in accordance with subsection 4.4 above; or 

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

set forth in subsection 5.2 concerning Permitted Delays, 
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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 

thereof) 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 defauit 1 

or 

(5) 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 .l above and 

subsection 7.2 below; or 

(6) Failure of Developer to pay real estate taxes or 

assessments 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 

satisfactory to the City made for such payment, removal 

or discharge within sixty (60) days after written demand 

by the City t:o remove such lien or encumbrance, or 

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

(7) 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 Ferformance, at 

the times specified therein or as a consequence of 

redemption or acceleration; or 

(8) The occurrence of an event of default within the context 

of the First Mortgage or the Covenant of Ferformance; or 

(9) Failure to comply with the public policy covenants and 

other provisions as described further in Section VII 

below, and such default continues for a period of sixty 

(60) days after delivery of notice; or 

(lO) Any assignment, pledge, encumbrance, transfer, 

hypothecation or other disposition is made in violation 

of subsection 8. 2 below or elsewhere in the Agreement; or 

( 11) Failure to comply with Developer's Employment Opportunity 

Obligation provisions of Section VI and the various 

subsections thereof. 

(c) Prior to Cogyeyaggt oC tht Property, If, from the 

execution date of the Agreement and before the City conveys to 

Developer the Deed to the Froperty, 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 of 

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. 

(c:l) A.Cttr C9nyeyanct of the Property O;til I11uanqe of 

Ctrtifioatt. 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' a 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 paragraph shall always be limited by, and shall not defeat, 

render invalid, or limit in any way (other than that which has been 

l~mited by the terms of the First Mortgage), the lien of the First 

Mortgage authorized by the Agreement for the protection of the 

holders of the First Mortgage. 

Upon the acquisition by the City of title to the Property as 

described in this ;'lubsection 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 the 

Project. Upon Completion of the Project, the City shall employ its 

best efforts to convey the Property through the issuance of a 

request for proposals ("RFP"l to a Subsequent Developer who is a 

qualified and financially responsible party or parties as 

determined by the City, and which shall assume the obligation of 

utilizing and operating the Building (perhaps for a non-hotel use, 

if necessary) to the satisfaction of the City and in accordance 

with the uses specified for the Property in the Redevelopment 

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(fl below. 

In the alternative, upon the acquisition by the City of title 

to the Property as described in t~is 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 d6 
the Property. The Subsequent Developer shall be selected based on 

the following criteria (listed in terms of priority) : 

PIRS'l'l the ability to complete the Project in accordance 

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 
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S!COND1 

operate the Building as a first class hotel, to the 

satisfaction 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 

consistent 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) Afttr l11UIDC9 of CtrtUicate, 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 Developer, 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 amounts then due and owing in 

accordance with the Covenant of Performance. Developer or any 

successor 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 to the Property in lieu of 

foreclosure, the use restrictions as described in the Redevelopment 

Documents and the Agreement shall terminate but the terms and 

conditions of the ~reservation 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. 

(f) pittributiop of Salt Proqttd•. Upon the selection of 

the Subsequent Developer pursuant to the provisions contained in 

subsection 5.3(d) or 5.3(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 expenses incurred by the City with regard to 

the reconveyance of the Property from Developer, and the· 

management and subsequent conveyance of the Property to 

the Subsequent Developer; 
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exterior of the Building (the "Phase II Improvements", as such term 

is defined in the Project Management Agreement). 

J. In accordance 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. ·rhe City (as further described in the Agreement) has 

agreed to pay for or reimburse Developer for certain activities in 

conjunction with the undertaking of the Project utili~ing 

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 Chicago Tax Increment Allocation Bonds (Central 

Loop Redevelopment Project), Series 1997, and more particularly the 

taxable Series 19979 portion thereof {"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. 



(b) all taxes, assessments, and water and sewer charges with 

respect to the Property; 

(c) 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 

successors or transferees; 

(d) any expenditures made or obligations incurred with 

respect to construction and maintenance of any Project 

improvements constructed on the Property; and 

(e) any other amounts owed to the City by Developer, its 

successors or transferees. 

Any remaining sums shall be distributed to Developer .. 

5.4 Waiver and lltoppel, Any delay by the City in 

instituting or prosecuting any actions or proceedings or otherwise 

asserting 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. 

S,S Indtmpity, Developer hereby agrees to indemnify, defend 

and hold the City harmless from and against any losses, costs, 

damages, liabilities, claims, suits, actions, causes of action and 

expenses (including, wit:hou·t 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 other document relating thereto) 

which is the result of information supplied or omitted by Developer 

or by agents, employees, contractors or persons acting under the 

control or at the request of Developer; (iv) any activity 

undertaken by Developer at the Property; and (v) any claim or cost 

relating to the soil and environmental condition of the Property. 

5.6 Aeqtll 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 OPD shall, at 

all reasonable times and upon reasonable notice to Developer 

(except in the event of an emergency), have access to the Property 

for the purpose of confirming Developer's compliance with the 

Agreement, the Redevelopment Documents, or both. 

5.7 City•• Right to In;peqt Rtqord1. 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 

Project, including, without limitation, Developer's !.can 

statements, general contractor's sworn statements, general 

contracts, subcontracts, 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 times by any duly 

authorized representative of the DPD. 

SZC'l'ION Vl: 

O!VBLOP!R'S IMPLOYMZN'l' OPPORTUNITY OBLIGATION 

6.1 £mployment 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 
applica1~t 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 2-160, Section 2-160-010 ~ ~·· 
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 status, 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 01:· 
recruitment advertising; layoff or termination; rates 
of pay or other forms of compensation; and selection 
for training, including apprenticeship. Each Employer 
agrees to post in conspicuous places, available to 
employees and applicants for employment, notices to be 
provided by the City setting forth the provisions of 
this nondiscrimination clause. In addition, 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, se~.­
national origin or ancestry, age, handicap or 
disability, sexual orientation, military discharge 
status, marital status, parental status or source of 
income. 

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 Illinois Human 
Rights Act, 775 ILCS 5/1-101 .e.J;. ~· (1993), and any 
subsequent amendments and regulations promulgated 
thereto. 

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

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 subcontractors, 
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. 

Failure to comply with the employment obligations 
described in this subsection 6.1 shall be a basis for 
the City to pursue remedies under the provisions of 
section V hereof. 

6.2 qity Rttidtpt lmploymtnt Rt4Yirtmtnt. Developer agrees 

for itself and its successors and assigns, and shall contractually 

obligate the other Employers, as applicable, to agree, that during 

the construction of 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 t:he site of the construction for 

the ~reject shall be performed by actual residents of the City of 

Chicago): 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 

positions. 

Developer and the other Employers may request a reduction or 

waiver of this minimum percentage level of Chicagoans as provided 

for in Section 2-92-330 of the Municipal Code of Chicago in 

accordance with standards and procedures developed by the 

Purchasing Agent of the City of Chicago. 

"Actual residents of the City of Chicago" shall mean persona 

domiciled within the City of Chicago. The domicile is an 

individual's one and only true, fixed and permanent home and 

principal establishment. 

Developer and the other Employers shall provide for the 

maintenance of adequate employee residency records to ensure that 

actual Chicago residents 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 D~D 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 

their 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 aft:er final acceptance of the work constituting 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 address when doubt or 

lack of clarity has arisen. 

Good 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. .~·· Therefore, in such a case of non-compliance it is 

agreed that l/20 of l percent (.05%), 0.0005, of the aggregate hard 

construction costs set forth in the Budget (as the same shall be 

evidenced by approved contract value for the actual contracts) 

ehall 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 in either of the categories. The willful falsification of 

statements 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 

upon 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 opportunity under the 

provisions of the Agreement. 

Developer shall cause or require the provisions of this 

subsection 6.2 to be included in all construction contracts and 

subcontracts related to the Project. 

6, 3 Otvtloptr' I )!l!B/WBI Co!l!!l\itunt. 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. 

B. 

Consistent with the findings which support the 
Minority-owned and Women Owned Business Enterprise 
Procurement Program {"MBE/WBE Program"), Section 2-92-
420 ~~.,Municipal Code of Chicago, and in reliance 
upon the provisions of the MBE/WBE Program to the 
extent contained 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 costs 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 businesses ("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 
"Contractor" 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 
shall mean a business enterprise identified in the 
Directory of Certified W'omen Business Enterprises 
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published by .t~e City• s ~urchasing Department, or 
otherwise certl.fl.ed by the Cl.ty' s Purchasing Department 
as a women-owned business enterprise. 

Consistent with Section 2 · 92 ·440, Municipal Code of 
Chicago, Developer's MBE/WBE commitment may be achieved 
in part by Developer's status 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 mora MBEs or WBEs (but only to the extent of the 
lesser of (i) the MBE or WBE participation in such 
joint venture or (ii) the amount of any actual 
construction work performed by the MBE or WBEJ , by 
Developer utilizing a MBE or a WBE as a contractor (but 
only to t::he extent of any actual construction work 
performed by such contractor) , by subcontracting or 
causing a contractor to subcontract a portion of the 
work to one 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 foregoing. Those 
entities which constitut::e bol:'.h a MBE and a WBE shall 
not be credited more than once with regard to 
Developer• s MBE/WBE commil:'.ment as described in this 
subsection 6.3. 

Developer shall deliver quarterly reports to t::he DPD 
describing its efforts to achieve compliance with this 
MBE/WBE commitment. Such reports shall include inter 
slii the name and business address of each MBE and WBE 
solicited by Developer or a contractor to work on the 
Project, and the responses received 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 assist the DPD in 
determining Developer's compliance with this MBE/WBE 
commitment. The OPD shall have access to Developer's 
books and records, including, without limitatic.n, 
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 review Developer's compliance with its 
commitment to MBE/WBE participation. 

'!'he 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 
!?roj act, and such status was misrepresented by the 
contractor or Developer. In addition, the City shall 
have the right to 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 of 
Developer to P.articipate in this Project, and such 
status was m1srepresented by the contractor or 
Developer. In the event that Developer is determined 
not to have been involved in any misrepresentation of 
che 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. li'or 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 2·92·450, 
Municipal Code of Chicago. 

6.4 frw·Conttruction Mwwtinq1 Monitoring Rwquiremwntt. 

Prior to the comn1encement of construction of the Project, Developer 

shall be required to meet with the monitoring staff of the DPD with 

regard to Developer's compliance with its employment obligations 

described in this Section VI and the construction contract 

compl.iance 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 demonstrate 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. li'ailure to submit such 

documentation on a timely basis or, a determination by the DPD upon 
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NOW, THEREFORE, in consideration of the mutual covenants and 

agreements contained herein, the parties hereto hereby agree as 

follows: 

DIPINITIONS 

For all purposes of the Agreement, each of the following terms 

shall have the respective meaning assigned to it as follows: 

Affidavit• I 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) . 

AfUliate1 Any person or entity directly or indirectly 

controlling, controlled by or under the common control with 

Developer. 

Block S81 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. 

c. 

Bond•• The meaning set forth in Recital L. 

Building1 The meaning set forth in Recital G. 

Central Loop Project Arear The meaning set forth in Recital 

Central Loop TIP Plan1 The meaning set forth in Recital c. 
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analysis of the documentation that Developer is not complying with 

its employment obligations described 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 allowe~ in 

subsection 5. 3 (a), until su•~h default is cured: (l) issue a 

written demand to Developer to halt construction of the Project; 

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

the General Contractor and Subcontractors; or (3) seek any other 

remedies against Developer available at law or in equity. 

SECTION VII 

PUBLIC POLICY COVBNANTS AND 
POS'1'·CIR'1'IPICA'1'1 RIQUIRIMINTS 

7.1 Dtvtloptr'• Public policy Covenapta. Developer shall 

not discriminate based upon race, color, religion, sex, national 

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, 

without limitation, the Fair Housing Act, 42 u.s.c. 3601 ~ ~ 

(1990), the Americans with Disabilities Act of 1990, 42 u.s.c. 
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12101 ~ ~· (1990) and 47 u.s.c. 152, 221, 225 and 611 (1990), 

the Illinois Environmental Barriers Act, 410 ILCS 2S/l g_t, ~ 

(1992), and the Illinois Accessibility Code, 71 Ill.Admin.Code ch. 

1, subch. B, sec. 400.100 ~ ~· (1988). The undertakings of the 

Developer in this subsection 7.1 are sometimes referred to herein 

as "Public Policy Covenants." 

7.2 Utt and Ptdomanc• Rtauiryento. From the period 

commencing with the issuance of the Certificate by the DPO and for 

the entire Term of the Agreement, Developer shall be obligated to 

comply with the following requirements and obligations with rega~d 

to the operation of the hotel at the Building and its ownership of 

the Property (collectively, the "Use and Performance Covenants"): 

(a) Maintenance of the historic elements of the Building. 
Developer shall maintain the historic elements of ·the 
Building in accordance with the terms and conditions of 
the Landmarks Ordinance, the Preservation Easement and 
the Agreement. This provision shall survive the Term 
of the Agreement. 

(b) Continuous Operation. Developer covenants to the City 
that it shall operate a first class hotel at the 
Building, with ancillary restaurant facilities 
complementary to the operation of a first class hotel, 
on a continual basis. 

7.3 Employmtnt Creation and Retention. Upon the issuance of 

the Certificate by the DPO and the commencement of the operation of 

the hotel at the Building by Developer, until the expiration of 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. 
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7.4 Public Btntfitl Program• Developer has entered into that 

certain Public Benefits Agreement with the City dated as of 

1999, 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 Statui Reportt. Developer shall provide the DI?D 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. Also, 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 lttate Taxe• and Other Governmental Charqet. 

(a) G9v•rnm•ntal Charqet. 

(i) Payment of aovtrnmental Charqet, Developer agrees 

to pay or cause to be paid when due all Governmental Charges (as 

defined below) which are assessed or imposed 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, assessments, charges, 

liens, claims or encumbrances relating to Developer, the Property 

or the Project, including but not limited to, real estate taxes. 

(ii) Right; to Contt~t, 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 taxes 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 Develo~er has given 

prior written notice· to the DPD 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 1 and/ or ( ii) 

Developer shall furnish a good and sufficient bond or other 

security 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 determination of such 

contest. 

(b) Developu' • Failure To P&y or Pilcharqe Litp, 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 the 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 reasonable attorneys' fees, 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 Covenant• Rnpninq 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, reoresentatives, .lessees, . . ...... - . successors, assigns and .. 
transferees from and after the date hereof; provided, however, that 

the covenants shall be released when the TIF Plan and Redevelopment 

Area for the purposes of the T!F Plan are no longer in effect 

(excepting, however, the covenants described in the Preservation 

Easement). Developer agrees that any sale, lease, conveyance, or 

transfer of title to all or any portion of the Property from and 

after tha date hereof shall be made explicitly subject to such 

covenants and restrictions. 

SICTION VIII 

MISCBLLANJOUS PROVISIONS 

8.1 Entire 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 the City (and approved by the 
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Lender, if any) . The term "material" for the purpose of this 

subsection S.l 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 (St) 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 party by more 

than ninety (90) days. 

8, 2 Auimali!ility and Trandu, Unless permitted by t:he 

provisions contained in subsections 4. 7 (a), 5. 3 (c) and s. 3 {d) 

above, Developer, until th~ City issues the certificate with regard 

to the completion of the Project, shall not assign, transfer or 

convey any right, title or interest 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 oC Inttrtlt City's RtprtltntatiVII Npt 

Individually Li&blt. 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 

Developer, 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 

association in which he or she is directly or indirectly 

interested. No member, official or employee of the City shall be 
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personally liable to Developer, or any successor in interest, to 

perform any commitment or obligation of the City under the 

Agreement nor shall any such person be personally liable in the 

event of any default or breach by the city. 

8.4 Pitcloture, Within ten (lO) days prior to the execution 

of the Agreement by the parties, Developer shall deliver to the 

City evidence reasonably satisfactory to the Commissioner listing 

the members of Developer and disclosing any real property interests 

owned or managed by Developer. 

8.5 Suryiyal. All representations and warranties contained 

in the Agreement are made as of the execution date of the Agreement 

and the execution, delivery and acceptance hereof by the parties 

shall not constitute a waiver of rights arising by reasons of any 

misrepresentation. 

8.6 Hutual Attittanct, 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 cumulatiyt Rptditl, 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. 
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8.8 No Mtrqe; with Dttd, The provisions of the Agreement 

shall not be merged with the Deed from the City to Developer 

affecting the Property. 

8.9 Pilclaimtr. 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 Nctio11. 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: 

If to the City: 

with a copy to: 

If to Developer: 

Commissioner 
Department of Planning 

and Development 
Room 1000, City Hall 
Chicago, Illinois 60602 
FAX: 312/744-0113 

Corporation Counsel 
City of Chicago 
Room 610, City Hall 
Chicago, Illinois 60602 
Attn: Real Estate & Land 

Use Division 
FAX: 312/742·0277 

Canal Street Hotel, L.L.C. 
c/o McCaffery Interests, Inc. 
Attn: Daniel T. McCaffery 
737 North Michigan Avenue 
Suite 2050 
Chicago, Illinois 60611 
FAX: 312/944-7107 
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with a copy to: Mayer, Brown & ~latt 
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 numbers. 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 K11dinqw • The headings of the various sections and 

subsections of the Agreement have been inserted for convenient 

reference only and shall not in any manner be construed as 

modifying, amending or affecting in any way the express terms and 

provisions hereof. 

8.12 aoye;nipq Law. The Agreement shall be governed by and 

construed in accordance with the laws of the State of Illinois. 

8.13 Rtcordatiop of tht Aqrtemtnt. Upon execution of the 

Agreement by the parties, Developer, at ita sole expense, shall 

promptly record one original of the Agreement with the Office of 

the Recorder of Deeds of Cook County, Illinois. 

8.14 Rtl1111. 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 'fhird PartY Btntfiqiarv. The approvals given by the 

City pursuant to the Agreement and the Certificate when issued by 
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Certificate! The certificate of completion to be issued by 

the City once the construction of the Project has been completed, 

in accordance with subsection 4.12 below. 

City1 The City of Chicago, an Illinois municipal corporation. 

City'• Financial Contribution! The funds to be spent by the 

City from Incremental Taxes and/or the proceeds of the Bonds 

described and defined as such in subsection 4.7(b) below. 

Commiaaion1 The Community Development Commission of the City 

of Chicago. 

Commialioner1 The Commissioner of Planning and Development of 

the City of Chicago. 

Colllllli tlllen t 1 The meaning set forth in subsection 4, 7 (a) 

below. 

Completions 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 Performancet 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. 

Oeaign Planas 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 ~he benefit of such approval or certificate, 

9.16 Approval. Wherever the Agreement provides for the 

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 Commissioner's 

satisfaction, unless specifically stated to the contrary, such 

approval, consent or satisfaction shall be made, given or 

determined by the City, the DPD or the Commissioner in writing and 

in ~he reasonable discretion thereof, The Commissioner or other 

person designated by the Mayor shall act for the City or the DPO in 

making all approvals, consents and determinations of satisfaction, 

granting the certificate or otherwise administering the Agreement 

far the City. 

8.17 Butintll ICODOJ!IiQ Support Aqt, Pursuant to ~he 

Business Economic Support Act (30 ILCS 760/l ~ ~.), if Developer 

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, the 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 Illinois. 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 Developer as set forth herein. 

8.18 SuqotiiC![I and A11iqn1. The terms of the Agreement 

shall be binding upon the City, Developer, and their respective 

heirs, legal representatives, successors and assigns. 

8.19 Sevtr&bility. If any provision of the Agreement, or any 

paragraph, sentence, clause, phrase, or word, or the application 

thereof, in any circumstance, is held invalid, the remainder of the 

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 Counttrptrtl, 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. 
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IN WITNISS WBIRIOP, the parties hereto have executed or caused 

the Agreement to be executed, all as of the date first written 

above. 

CITY OF CHICAGO, 
a municipal corporation 

By: r\~~~~~ .. ,J. Chr e . I\ 
Commission r of Plann~ng 

and Development 

CANAL STREET HOTEL, L.L.C., 
a Delaware limited liability 

company 

L.P., 

ery 

By: RELIANCE INVESTORS, LTD, 
an Illinois limited 

partnership ~ 
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By: MANSUR EQUITIES, LTD, 
ration, 

ner 

By:=-~~~~~~-F~~--­Erik Moskowitz 

By: 

Executive Vice 

GRANITE DEVELOPMENT, L. L. C. , 
anillinoislimitedliability 

mpany 





STATE OF ILLINOIS) 

COUNTY OF COOK 
) 
) 

ss 

, a Notary ~ublic in and for said r, Awzic',e (11. Rva J 
county, in the State aforesaid, do hereby certify that Christopher 
R. Hill, personally known to me to be the Commissioner of ~lanning 
and Development of the City of Chicago, a municipal corporation, 
and personally known to me to be the same person whose name is 
subscribed to the foregoing instrument, appeared before me this day 
in pnrson and being first duly sworn by me acknowledged that as 
such commissioner of ~lanning and Development, he signed and 
delivered the said 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 therein set forth. 

OIVEN under my hand and notarial seal this day of 
---------------' 1998. 

C.1}?~1.~ 
Notary ~ublic {/ 

OFFICIAL SEAL 
(SEAL) PATRICIA M. RYAN 

NOTARY PUBLIC, STATE OF ILLINOIS ! ;i: 
MY COMMISSION EXPIRES s.G·200~.J c .,., / I'! A A!) . 

My Commiss1on exp re ----------~~~~v~~~~~~Q(~,v~v~~~ 
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STATE OF ILLINOIS) 
) ss 

COUNTY OF COOK ) 

I, , a 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 Illinois 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. 

l ~GIVEN under my , (,\, 1·- 1 1998, 

7J:k~julfi~cm 
(SEAL) 

hand and notarial seal this -;_ day of 

My Commission expires 
I I 
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STATE OF ILLINOIS) 
l ss 

COUNTY OF COOK l 

I, , a 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 
!;'lorida 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 
che free and voluntary act of said corporation and general partner, 
for the uses and purposes therein set forth. 

-r ~IVEN under my 
..,l./1 ilv;,·· I 1998 o 

hand and notarial seal this ~ day of 

'11/ldL 
Notary P 

(SEAL) 

My Commission expires '1 /o )lo 1 
I 
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STATE OF ILLINOIS) . ) ss 
COUNTY OF COOK ) 

I, , a Notary ?ublic in and for said 
County, do hereby certify that Erik Moskowitz, personally known to 
me to be the Executive Vice President. of t·1ansur 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 Executive Vice President, he signed and delivered the s.aid 
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 set forth. 

-)· lGIVEN under my hand and notarial seal this -=z_ day of 
!.< dr' c 1 1998 • 

. )' 
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STATE OF ILLINOIS) 
) ss 

COUNTY OF COOK ) 

I, , a Notary Public in and for said 
county, do hereby 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.4.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 his free and voluntary act and as 
the free and voluntary act of said limited liability company, for 
the uses and purposes therein set forth. 

-.T JIVEN under my hand and notarial seal -)(\ '7 . 1998. 
this 

(SEAL) 

My commission expires 
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STATE OF ILLINOIS) 
) ss 

COUNTY OF COOK ) 

I, , a Notary Public in an.d 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, 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 c.uthority given by 
Granite Development, L.L.C., as his free and voluntary act and as 
the free and voluntary act of said limited liability company, for 
the uses and purposes therein set forth. 

J(.V ,·' ' 1998 0 

, .. -... ~e::N under my hand and notarial seal this ~ day of 

/f 

(SEAL) 

My commission expires 
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LIST OF EXHIBITS 

Legal Description of the Property 
Form of Deed 
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Preliminary Budget 
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Covenant of Performance 
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Inspector's certificate 
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Schedule 
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RECITALS 

DEFINITIONS 

SECTION I 

!18616613 

B~OC~ 58, CENTRAL ~OOP PROJICT 
RIDIVBLOPMBNT AGRBBMBNT 

RBLIANCB BUILDING 

~l'ABLB OP CONTBN'l'S 

INCORPORATION OF RECITALS AND DEFINITIONS 

SECTION II 
COVENANTS, REPRESENTATIONS AND WARRANTIES 

2.1 covenants, Representations and 
Warranties of Developer. . ....... . 

2.2 Representations and Warranties of the City. 
2.3 Survival of Representations and Warranties. 

SECTION III 
CONVEYANCE OF THE PROPERTY 

3 . 1 form of Deed, . . . . . . . 
3.2 Conveyance of the Property. 
3.3 Closing Documents. . ... 
3.4 Title Insurance and Survey. 
3.5 Real Estate Taxes. 
3.6 Recordation of Deed. 

SECTION IV 
THE CONSTRUCTION OF THE PROJECT 

·4.1 Description of the Project ..... . 
4.2 The Project's Development Parameters. 
4.3 Right of Entry. , ......... . 
4.4 Submission of Construction Documents; 

Environmental Review ......... . 
4.5 Limited Applicability of DPD's Approval. . . 
4.6 Construction Schedule; Hiring of General Contractor; 

Performance Bond; Purchase of Materials. 
4.7 Financing the Project. . ...... . 
4. 8 Relocation of Utilities. . . . . . . . . . 
4.9 Commencement and Completion of the Project. 
4.10 Barricades; Security .... 
4.11 Signs and Public Relations. . ..... . 
4.lZ Certificate of Completion ........ . 
4 .13 Insurance, . . . . . . . . . . . . . . . . 
4.14 Prohibition Against unpermitted Encumbrances. 
4.15 Mortgagees Not Obligated to Construct ..... 
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oeveloper1 Canal Street Hotel, L.L.C., a Delaware limited 

liability company. 

Developer'• Pinanoial Contribution.: The funds for the Project 

to be provided by Developer described and defined as such in 

subsection 4.7(a) below. 

DPD1 City of Chicago Department of Planning and Development. 

Equity: The cash funds or direct-pay letter of credit 

comprising part of Developer's Financial Contribution to be 

delivered to the City in accordance with the provisions of 

subsection 4.7(a) below. 

Environmental Law•: 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 hereafter 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 ll ,Gg.); (ii) any so-called 

"Superfund" or "Superlien" law; (iii) the Hazardous Materials 

Transportation Act (49 U.S. C. Section 1802 ll ~·); (iv) t:he 

Resource Conservation and Recovery Act (42 u.s.c. Section 6902 ~ 

~.) 1 (v) the Clean Air Act (42 U.S. C. Section 7401 ~ ~.); (vi) 

the Clean Water Act (33 U.S.C. Section 1251 ~ ~.): (vii) the 

Toxic substances Control Act (15 u.s.c. Section 2601 ~ ~.); 

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

u.s.c. Section 136 ~ ~.l 1 (ixl the Illinois Environmental 
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~UITCLAIM 
DEED 

EXHIBIT B 

Grantor, the CI'l'Y or CHICAGO, an Illinois municipal 

corporation ("Grantor"), having its principal office at 121 North 

LaSalle Street, Chicago, Illinois 60602, for and in 

consideration of TEN and N0/100 DOLLARS ($10.00), conveys and 

quitclaims, pursuant to ordinance adopted ---------' 1998 

(C.J.I?. pgs. ____ ), to CANAL S'l'RBIT HO'l'BL, 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 

property ("Property"): 

THE NORTH 1/4 AND THE NORTH 10 FEET OF THE SOUTH 3/4 OF LOT l 
IN BLOCK 58 IN THE ORIGINAL TOWN OF CHICAGO IN THE SOUTHEAST 
l./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, IllinoiR 

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

Further, this quitclaim deed ( •Deed" I is made and executed 

upon, and is subject to certain express conditions and covenants 

hereinafter contained, said conditions and covenants being a part 

of the consideration for the Property and are to be taken and 
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construed as running with the land, and Grantee hereby binds 

itself and its successors, assigns, grantees and lessees to these 

covenants and conditions, which covenants and conditions are as 

follows: 

PIRST: Grantee shall devote the Property only to the uses 

authorized by Grantor and specified in the applicable provisions 

of: {i) that certain Redevelopment Plan for "Blighted Commercial 

Area North Loop" ("Plan"); (iil that certain Tax Increment 

Redevelopment Plan and Redevelopment Project for North Loop 

Redevelopment Project, as amended and supplemented by, 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 as 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 c-zrtai.n ordinance adopted by the City council 

of the City of Chicago on July ll, 1975 (''Landmarks Ordinance''), 

and also in accordance with the terms and conditions described in 
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that certain preservation and conservation easement 

("Preservation Easement") between Grantor and Grantee, which 

easement is dated as of _______ , 1998 and recorded with the 

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

________ , 1998 as document ij98 ________ _ 

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

inafter defined), Grantee shall not encumber the Property, except 

to secure financing as is permitted in subsection 4.7 of the 

Agreement. 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 Completion 

(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) . 

THIRD: Grantee shall commence and complete the construction 

of the Project in accordance with the time period described in 

subsection 4.9 of the Agreement. 

fOURTH: Unless otherwise permitted by subsection 8.2 of the 

Agreement, until Grantor issues the Certificate, Grantee shall 

have no right to convey any right, title or interest in the 

Property without the prior written approval of Grantor. 

PlPTH: Grantee agrees for itself and any successor in 

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

sex, :1ational origin or ancestry, age, handicap, sexual orienta-
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cion, military status, parental status or source of income in the 

use 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 Agreement. 

SEVENTH1 Upon the issuance of the Certificate of Completion 

and for the entire Term of the Agreement, Grantee shall comply 

with the Use and Performance Covenants 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 PIRST and SIVBNTH shall terminate on the expiration ·date 

of the Plan and the TIF Plan; excepting, however, the 

Preservation ~asement and Landmarks Ordinance. The covenants and 

agreements contained in the covenant numbered PIPTH shall remain 

without any limitation as to time. The covenants and agreements 

contained in covenants numbered SECOND, THIRD, VOURTH and SIXTH 

shall terminate on the date Grantor issues the Certificate of 

Completion as herein provided except that the termination of the 

covenant numbered SICOND 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 
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Covenants made to Grantor (as further described in sect).on 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 as 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 obligated by the provisions of the Deed or 

the Agreement to construct 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 section 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 Agreemen~. 

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 

shall be a conclusive determination of satisfaction and 

termination 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 as 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 

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 

'"'ill be necessary, in the opinion of Grantor, for Grantee to take 

or perform in order to obtain the Certificate of Completion. 

"' ~ 
~ 
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IN WITNBSS WHIRBOP, Grantor has caused this instrument to be 

duly executed in its 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. 

BY: 

ATTBST: 

JAMBS J, LASKI, C1cy Clerk 

CITY OP CHICAGO, a 
municipal corporation 

RICHARD M. DALBY, Mayor 

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

Nark Lenz 
Assistant Corporation Counsel 
Rea1 Estate & Land Use Division 
City. of Chicago · 
30 North LaSalle Street, Room 1610 
Chicago, Illinois 60602 
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STATE OF ILLINOIS 

COUNTY OF C 0 0 K 
ss 

!, , a 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 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 Clerk, he signed.and 
delivered the said lnstrument 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 voluntary act, and 
as the free and voluntary act and deed of said corporation, for 
the uses and purposes therein set forth. 

GIVEN under my hand and notarial seal this 
April, 1998. 

__ day of 

NOTARY PUBLIC 

( S B A L ) 

My commission expires 
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EXHIBITC 
LIST OF PERMITTED EXCEPTIONS 

1. 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, ILLINOIS REVISED STATIITES, SECTION 1301, IN AND FOR 
"SPECIAL SERVICE AREA NUMBER ONE," AND AUTHORIZING THE LEVY OF 
,o\NNUAL TAXES ON ALL TAXABLE PROPERTY WITHIN SAJD AREA FOR THE 
PAYMENT OF THE COST OF FURNISHING SPECIAL MAINTENANCE SERVICES 
IN AND FOR SAID AREA. 

2. 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 AS LOT liN ASSESSOR'S RESUBDMSION OF LOTS 1 TO 
5 IN ASSESSOR'S SUBDIVISION OF LOTS I TO S IN BLOCK 58 AND LOTS 2 AND 
41N SAID RESUBDIVISION. 

J. NOTICE BY THE COMMISSION ON CHICAGO HISTORICAL AND 
ARCHITECTURAL LANDMARKS, PURSUANT TO THE PROVISIONS AND 
PROCEDURES OF CHAPTER 21, SECTIONS 21·64.1 AND 21·64.2 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. 

4. 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. 

. -
5. BLOCK 58, CENTRAL LOOP PROJECT REDEVELOPMENT AGREEMENT, 

RELIANCE BUILDING BY AND BETWEEN CANAL STREET HOTEL, L.L.C. AND 
THE CITY OF CHICAGO DATED , 1998 Al'ID RECORDED 
____ _, 1998 AS DOCUMENT _____ . 

6. PRESERVATION AND CONSERVATION EASEMENT EXECUTED BY CANAL 
STREET HOTEL, L.L.C. AND THE CITY OF CHICAGO DATED !998 AND 
RECORDED , \998 AS DOCUMENT-----· 
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~rotection Act (415 ILCS 5/l ~ ~.); and (x) the Municipal Code 

of Chicago. 

B•crowl That certain construction escrow to be created by the 

parties pursuant to the previsions described in subsection 4.7(c) 

below. 

Pinal In•pector 1 
• Certifieates The meaning set forth in 

subsection 4.7(c) (6). 

General Contractor 1 A general or prime contractor meeting the 

prior approval of the DPD hired by Developer as general contractor 

to undertake the completion of the ~reject .. 

Hazardnu• Material•! Any toxic substance, hazardous 

substance 1 hazardous material, hazardous chemical or hazardous 1 

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 radioactive material or by-product 

material, polychlorinated biphenyls and asbestos in any form or 

condition. 

Hi•toric Structure• Reportt 

H. 

:.= 
The meaning set forth in Recital ~ 

Incremental Tax••• Ad valorem taxes which, pursuant to the 

TIF Adoption ordinance and Section 5/ll-74.4-S(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 Costa 

and obligations incurred in the payment thereof. 

9 
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BXHIBIT D 

Those certain Schematics entitled "Hotel Reliance, Kimpton 
Hocel & Restaurant Group" prepared by Antunovich Associates 
dated May 7, 1998. 
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Exhibit F 
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EXBIBIT H 

COVENANT OP PERPORMANCI 

This Covenant of Performance ("Covenant of Performance•) is 
made this _ day of , 1998 by Canal Street Hotel 
L:L.C., a ~ela•;~are limit.ed liabil.it:.y company ("Developer•), to ch~ 
CltY of Ch1cago, an Ill1nois mun1cipal corporation ("City•). 

RICITALS 

WHEREAS, the City Council of the City, by ordinance adopted 
, 1998, authorized the execution by Developer and the 

::;C.,-i.,..t.,_y-o=-f~C~hL'aL't::" certain "Block 58 I 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 slia for 
the conveyance by the City to Developer of certain real property 
located 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 
I "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 city's Financial Contribution has been derived 
Erom Incremental '!'axes allocated to the city in accordance with the 
TlF Plan and the TIF Adoption Ordinance and/or the proceeds derived 
from the sale of City of Chicago Tax Increment Allocation Bonds 
(Central Loop Redevelopment Project), series 1997, and more 
particularly the taxable Series 1997B portion thereof; and 

WH~REAS, any ~se of the City's ~inancial 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 5/ll-74.4-l ~ 
~· (1996); and 

WHEREAS, the utilization of the City's Financial Contribution 
to pay for certain Redevelopment ~reject Costs is in considerati:)n 
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 City, of certain use 
and performance covenants until the expiration of the Term of the 
Agreement, and any sums 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 benefits accruing to 
Developer as a result of the Redevelopment Agreement, Developer 
covenants to the City as follows: 

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

2. 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 ctlrtain Use and 
Performance Covenants, as are more particularly described 
in subsection 7.2 of the Redevelopment Agreement. 

3. 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 construction 
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 
City, 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 
l, 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. 

5. Any payment of recapture sums as described in this 
covenant of Performance to be made by Developer to the 
City 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, 

6. If any lawsuit is instituted by the City to recover any 
sums owed the City pursuant to the 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. 

1. Demand, protest and notice of demand and protest are 
hereby waived. 

8. 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, validity, 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 
proceedings arising directly, indirectly or otherwise in 
connection with, out of, related to or from this covenant 
of Performance 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 to 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: contemplated to be executed in conjunction 
herewith. This provision is a material inducement for 
the City to enter into the Redevelopment Agreement with 
Developer, 

9. '!'his Covenant of Performance is not personally binding on 
Developer. '!'he City shall have recourse only to the 
Propert~ 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 ?irst Mortgage. This 
Covenant of Performance shall be binding until March l, 
2007 upon. Developer as owner of the Property, and any 
successor owner. 
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IN WITNISS WHBRBOP, 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, 

By: 

an Illinois limited partnership 

Daniel T. McCaffery 
General Partner 

By: RELIANCE INVESTORS, LTD, 
a Florida limited partnership 

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

By:=-~--~~-----------­E. Barry Mansur 
President 

By: 
=E~r~i~k~M~o-s~k-o-w~i~t-z __________ _ 
Executive Vice President 

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

By: 

By: 
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Joseph A. Williams 
President 

Larry Huggins 
Treasurer 





EXHIBIT I 

O~!NION OF COUNSEL 

(To be retyped on Canal Street Hotel's Counsel's letterhead) 

City of Chicago 
City Hall 
121 North LaSalle Street 
Room 610 
Chicago, Illinois 60602 

ATTENTION: Corporation Counsel 

Ladies and Gentlemen: 

-------------· 1998 

We have acted as counsel to Canal Street Hotel, L. L. c., a 
Delaware limited liability company ( "CSH"), in connection with the 
acquisition of that cElrtain property ("Property") from the City of 
Chicago ("City") which is located at 32·36 North State Street, 
Chicago, in the Central Loop Tax Increment Redevelopment Proj~ct 
Area. The ~roperty is presently improved with a fourteen story 
office building commonly known as the Reliance Building, .which 
building has been designated as a State and City landmark and is 
also listed on the National Register of Historic ~laces. 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 Building (the 
"~reject", as said term is more fully described in the ... 
Redevelopment Agreement). In that capacity, we have examined, ili§ 
among other things, the following agreements, instruments and e'l 
documents of even date herewith, hereinafter referred to as the 
"Documents": ~ 

(a) Block 58, Central Loop ~reject Redevelopment Agreement ~ 

(b) 

Reliance Building ("Redevelopment Agreement") executed by 
CSH and the City as of , 1998; 

Escrow Agreement #98 __ ~~----. dated as of , 1998 
executed by CSH, the City and Chicago Title and Trust 
Company, as Escrowee; 

(c) Covenant of Performance from CSH to the City dated as of 
--------------' 1998; and 

(d) ~ublic Benefits Agreement executed by the City and CSH as 
of , 1998; 

(e) Preservation and conservation Easement executed by the 
City and CSH as of , 1998; 
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In•pector1 The independent inspector selected by the city and 

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

Landmark• Commi••ion1 The Commission on Chicago Landmarks of 

the City. 

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

Lender Pinanoing1 The meaning set forth in subsection 4.7(a) 

below. 

Latter of Cradit1 The meaning set forth in subsection 4.7(b) 

below. 

Lean Agraement1 The meaning set forth in subsection 4.7(a) 

below. 

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

North Loop TIP Plan: The meaning set forth in Recital c. 

Pha•• ll Improvamant•1 The meaning set forth in Recital 1.. 

Pra•ervation 1a•amant1 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. 
... -~ 

Projaat1 The rehabilitation of the Building, including the ~ 

rest:oration of the historic interior of the Building, and the 

development of the Building for use and operation of a first class 

hotel with related restaurant facilities (all as further described 

in Recital J and subsections 4. 2 and 4. 3 of t:he Agreement and 

Exhibit P) , in accordance with Working Drawings and Specifications 

approved by the City pursuant to subsection 4.4 below. 

lO 
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(f) Completion Guaranty from Daniel T. McCaffery to the City 
dated as of , 1998; and 

(g) all other agreements, instruments and documents executed 
in connection with the foregoing. 

In addition to the foregoing, we have examined: 

(l) 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 Relianc~ 
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 Gra:r.ite 
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 signatures (other than those on oehalf 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: 

l. CSH is a limited liability 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 
laws of every state, including the State of Illinois, in which the 
conduct of its affairs 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 violation of a:1y of the terms, 
conditions or provisions of any law or regulation, order, writ, 
injunction or dec:t·ee of any court, government or regulatory 
authority, or, to the best of cur knowledge after diligent inquiry, 
any of the terms, co~tditions 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: obligatio~ to· 
7reate or.impose) any lien, charge or encumbrance on, or security 
1nterest ln, any of 1ts property pursuant to the orovisions 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 action 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 to restrain or enjoin the performance by CSH of the 
Agreement or the transactions contemplated by the Agreement, or 
contesting the validity thereof. To the best of our knowledge 
after diligent inquiry, CSH is not in default with respect to 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, security interests and encumbrances except for those 
specifically set forth in the Documents. 

9. 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 person, including without limitation any court, 
government or regulatory authority. 

9. To the best of our knowledge after diligent inquiry, CSH 
owns or possesses 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 Illinoi~ 
and applying the choice of law provisions of the State of Illinois 
would enforc;:e 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 issued 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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EXHIBIT K 

PVBLIC BBNJPXTS AGRIIMJNT 

THIS Ptnlt.IC BINIPITS AGRI!MENT ("Agreement") is made and 
entered into as of the ____ day of , 1998, by and between 
che CITY OF CHICAGO, an Illinois municipal corporation having its 
principal office at City Hall, 121 North LaSalle Stre~t Chicago 
Illinois 60602 (''City"), and CANAL STREET HOTEL, L.L.C. ~ Delawar~ 
limited liability company, having its principal addr~ss c/o CCR 
McCaffery Developments at 737 North Michigan Avenue, suite 2050 
Chicago, Illinois 60611 ("Developer"). ' 

RECITALS 

WHBRBAS, the City and Developer have executed that certain 
"Block 58, Central LOOp Project Redevelopment Agreement, Reliance 
Building" dated as of , 1998 ("Redevelopment Agreement") 
relating 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 exterior and the interior of the Building in accordance with 
the terms and conditions of the Redevelopment Agreement (the 
"Project"); and 

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

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

WHIRBAS, in consideration of the City entering into the 
Redevelopment Agreement and providing the City's Financial 
contribution towards the coat of the Project, and as required in 
the Redevelopmen~Agreement, Developer has agreed to provide to the 
City certain public benefits, all as described more fully below: 

NOW, THIRIPORI, 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, the cash, cash equivalent and in-kind 
contributions, services, programs and benefits set forth in 
Schedule l 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 
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Benefits ~rogram shall last for the Term of the Agreement, being 
the period from the date hereof through and including March 1 
2007, I 

2. Reporting. During the Term of the Agreement commencing 
with che month that Devel?per begins ~onstruction of the ~reject, 
and thereafter on a semJ.·annual bas1s until the completion of 
construction of the ~roj~ct, and thereafter, on the month that che 
Hotel Operator (as defined in Schedule l below) commences with the 
operation of the hotel and thereafter on a semi-annual basis until 
the expiration of the Term, Developer shall submit a general 
activity report for the Public Benefits ~rogram 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 addresseci and submitted to t:he 
Department of ~lanning and Development of the City (to the 
attention of the Commissioner) at the address therefor set forth in 
Paragraph 4 below. · 

3, pefault. Failure of Developer to comply with the terms 
and conditions of this Agreement, which failure continues uncured 
for a period of sixty (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 
certified mail with return receipt requested, or hand delivered and 
receipted, as follows: 

If to the City: 

If to Developer: 

City of Chicago 
Department of Planning and 

Development 
Room 1000, City Hall 
l2l N. LaSalle Street 
Chicago, Illinois 60602 
Attn: Commissioner 

Canal Street Hotel, L.L.C. 
c/o CCR McCaffery Developments 
737 North Michigan Avenue 
Suite 2050 
Chicago, Illinois 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, submissions or other communications 
shall be sent. 
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5. Headings. T.he headings of the various Paragraphs of this 
Agreement: ~ave been l.nserted for convenient reference only and 
shall not: ,l.n any manner be construed as modifying, amending or 
affecting 1n any way the express terms and provisions. hereof, 

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

7. Entire Agreement. This Agreement shall constitute the 
entire agreement of the parties regarding the subject: matter 
hereof. This Agreemen~ may not be modified or amended in any 
manner other than by Wrl.t:ten 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 
extent permitted by law. 

9. Waiver and Estgppel. Any delay by the City in 
instituting 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 
such rights in any way. No waiver 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. 

10. cumulative Remedies. 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 one or 
more remedies shall not be construed as a waiver of ;.'lny othe,r 
remedies. 

11. Disclaimer. No provision of this Agreement, nor any act 
of the City, shall be deemed or construed by Developer, or by any 
third persons, t:o 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. 

12. Binding Effect:. This Agreement shall be binding on the 
parties hereto, their successors and assigns. 

13. ~. 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. Cgynterparts. 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. 
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IN WITNISS WHBRBOP, 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 

By: CANAL HOTEL ~ARTNERS, L~, 
an Illinois limited partnership 

By: 
=D-a-n~i-e~l-=T-.~M~c~C-a~f~f-e-ry ______ __ 
General ~artner 

By: RELIANCE INVESTORS, LTD, 

By: 

a ~lorida limited partnership 

By: MANSUR EQUITIES, LTD, 
a ~lorida corporation 

By:~-=--~~~~--------­E. Barry Mansur 
~resident 

By:~~~~~~~---------­
Erik. Moskowitz 
Executive Vice ~resident 

GRANITE DEVELO~MENT, L.L.C., 
an Illinois limited 
liability company 

By:~~~~..rr"~~~~~ Joseph A. Williams, member 

By:~~~~~~-=~~~--­Larry Huggins, member 

CITY OF CHICAGO, 
an Illinois municipal corporation 

By: 
~C~h-r~is~t-o-p~h-e~r~R-.~H~i~l~l------

Commiss1oner of ~lanning 
and Development 





SCHEDULE J 

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 Reftrral 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 ("WOWS"), the Deparunent of Housing and the Deparunent of Planning 
and Development, along with other various agencies. CARE ensures that Msidents 
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, transportation and other 
support to locate and maintain employment. 

School-To-Work lnUiative with Hospitality Institute 

The school-to-work initiative prepares Chicago-area bigh 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 consortiwn of strategic players· 

. consisting of selected Chicago Public Schools, the MPEA Hospitality Institute, 
Target Group Inc. a.'ld the Hotel Operator will bring business and llducation 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. 

• Prevailing Wag' R'quirt~Mnt ..t 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 Illinois' 
Prevailing Wage requirements. Specific efforts will include developing peninent 
contract language to be included in all subcontract agreements, reviewing cenified 
payrolls for verification and site visits to ensure the requirements arc being met. 
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Property• That certain real estate in Block 58, defined as 

such in Recital F, and legally described on Exhibit A attached 

hereto. 

Public Benet! ts Agreement 1 That certain agreement to be 

entered into bet~teen the City and Developer in connection with the 

Agreement substantially in the form attached hereto as Exhibit K. 

Recorder'• Office1 The Office of the Recorder of Deeds of 

Cook County, Illinois. 

Redevelopment Document11 The Redevelopment Plan ·:lnd 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 revision 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) substantially 

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 Co1t11 Redevelopment project costs as 

defined in Section 5/ll-74.4-J(q) of the TIF Act, as amended from 

time to time, that are included in the budget set forth in the TIF 

Plan or otherwise referenced in such Plan. 

Related Agreement11 The Covenant of Performance, the Public 

Benefits Agreement and the Completion Guaranty. 

ll 



• We/jaff to Work Pro1ram 

• 

Employmtnt 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 WOWS 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-specific 
training. 

Participants will be identified by local community organizations and local agencies 
including the Illinois Departn~ent of Child and Family Services, the Illinois 
Department of Public Aid and the Chicago Housing Authority. Various supponive 
services, such as day care and financial counseling, will be provided to program 
panicipants to increase their success in the workplace. As participants graduate from 
work-preparedness training, they will be refened to potential employment 
opponunities through listings in WOWS' "Job Bank." 

WORXFORCEDE~LOPMENT 

Developer shall enter into an agreement with WOWS regarding the training, 
preparation and developmtnt of pcrsoMelto work for the Hotel Operator at the hotel. 
The agreement shall be substantially in the fonn of Exhibit A attached to this 
Schedule I, and shall be attached to the operating agreement with the Hotel Operator. 
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EXHIBIT M 

COMPLETION GUARANTY 

THIS COMPLETION GUARANTY (''Guaranty") is made and entered into 
as of the _ day of , 1996 by Daniel T. McCaffery 
("Guarantor"), to and for the benefit of the City of Chicago, an 
Illinois municipal corporation (the "City") . 

REcrTMS 

WHEREAS, Canal Street Hotel, L.L.C., a Delaware limited 
liability company ("Developer"), has entered into that certain 
Block 56, Central Loop Project Redevelopment Agreement, Reliance 
Building wit::h the City dated , 1996 ("Redevelopment 
Agreement") regarding the redevelopment of the Property that is 
owned or to be owned by Developer 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 t::he 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 is the principal 
ent::ity overseeing the undertaking of the Project; and 

WHEREAS, as a condition of ent::ering 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, 
che mutual covenants and agreements contained herein and for other 
good and valuable consideration, including the City entering into 
che 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 t::erms not otherwise defined shall have t::he same 
definitions and meanings as are contained in the Redevelopment 
Agreement. 

2. The Guaranty. Subject to the terms and conditions 
hereof, Guarantor irrevocably and unconditionally undertakes and 
guarantees (a) the full and faithful performance of the obligations 
set forth in the Redevelopment Agreement on Developer's part to be 
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kept and performed with respect to the Project, including without 
limiting the generality of the foregoing, the obligation to cause 
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 Completion of the Project: by , 1999, 
subject to Permitted Delays (collectively, all such obligations are 
referred to herein as 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 receipt from the City of the 
Certificate regarding Completion in accordance with Section 4.13 of 
the Redevelopment Agreement, all of the Construction Obligations 
undertaken by Guarantor and all the obligations of Guarantor to pay 
for or cause to 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 been paid. 

3. Construction Obligations of the Gyarantor. If (a) the 
Construction Obligations 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 RedeVftlopment Agreement or the Covenant of 
Performance, or a refusal by Developer to continue performing the 
Construction 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 unconditionally and irrevocably agrees: 

(i) 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; 

{ii) at the cost and expense of Guarantor, to promptly and 
expeditiously perform the Construction Obligations in 
accordance with the provisions of the Redevelopment 
Agreement; provided that so long as ( l) there is no 
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default by Guarantor hereunder and (2) but for 
Developer's failure to fully and faithfully perform the 
Const::uction Obligations, all conditions of an Advance by 
the Clty under the Redevelopment Agreement are satisfied 
the City, from ~ime to time as the Project progresses: 
shall make ava1lable to Guarantor so assuming the 
responsibility and obligations 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 
reasonably 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; 

(iii) 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 (c) above; and 

(ivl 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 ?aragraph 4 of 
this Guaranty, including, without limi cation, all outlays 
and expenses that the City may make or incur if the City, 
following a refusal co perform by Guarantor, in its sole 
discretion, elects to undertake Completion of the Project 
in substantial accordance with the terms of the 
Redevelopment Agreement, with such changes or 
modifications 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). 

4. The City's Option to Complete the Proiect. 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 Developer'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 glvlng rise to Guarantor• s 
liability hereunder, or at any time thereafter until completion of 
the Proje~t, there. exists a. Perfo~mance Default, the City shall 
have the rlght, at lts sole dlscretlon, to determine whether or not 
land, if so, to what extent) the Project should be continued. If 
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 reasonable 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 this 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 
as part of the City's rinancial 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 
"Deficiency" (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 lb) the 
undisbursed proceeds of the· Developer'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 Agreement 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. Representat: ions and Warranties. 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: 

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

notice will constitute a default under any agreement to 
which Guarantor is a party, the effect of which will 
impair 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 violate any presently existing provision of 
law or any presently existing regulation, order, writ, 
injunction or decree of any court or governmental 
department, commission, board, bureau, agency or 
instrumentality, or will conflict or will be inconsistent 
with, or will result in any breach of, any of the terms, 
covenants, conditions or provisions of, or constitute a 
default under, any indenture, mortgage, deed of trust, 
instrument, document, agreement or contract of any kind 
that creates, 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 trust, 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 othe: 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 
threatened against Guarantor before any court or any 
governmental, administrative, regulatory, adjudicatory or 
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 

(c) Neither. this Guaranty nor any document, financial 
statement, 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. 

6. certain Covenants. Guarantor agrees and covenants that: 

(a) Any 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 its affiliates from oeveloper whether current 
or accrued are hereby subordinated to any indebtedness of 
Developer to t:he City under any of the Redevelopment 
Agreement, Covenant of Performance or other Related 
Agreement (the "Deal Documents"), and euch indebtedness 
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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 
to Guarantor; 

(b) Any 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 reali~ed 
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, 
diminished 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; 

(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 mare of the Redevelopment Agreement, 
covenant of Perfo~mance or Related Agreements (being the 
Deal Documents) , and may waive or release any provision 
or provisions of any one or more thereof and, with 
reference thereto, 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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(e) The City may enforce this Guaranty without the necessity 
at any time of resorting to 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; 

(f) 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 whatsoever (and particularly, 
but not by way of limitation, the City may sue on the 
Covenant of Performance and otherwise exercise any other 
:ights 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 discharge of any obligation of Guarantor 
hereunder, it being the purpose of intent of Guarantor 
that its obligations shall be absolute, independent and 
unconditional under any and all circumstances whatsoever; 

(g) 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 
creciito:rs' receivership, bankruptcy or other proceedings, 
(ii) the impairment, limitation or modification of the 
liabilities of Developer to the City or the estate of 
Developer in bankruptcy, or of any remedy for the 
enforcement of Developer's said 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 of 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 

(h) 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. Waivers. Guarantor waives ( i) netic:~ 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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The meaning set forth in subsection 

4.7(c)3(d). 

Scheduha The schedule for the dates of comple'tion of the 

various Project activities, described on Exhibit L attached 

hereto, as the same may be revised and updated from time to time 

pursuant to the provisions of the Agreement. 

Schematicet The meaning set forth in subsection <l.<l(a). 

Subsequent: Developert That certain entity which shall acquire 

the Property from the City in the event of a breach by Developer as 

more specifically described in subsection 5.3(d) below. 

Term: The period for which the Agreement is in effect 

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

2007) . 

TIP Aot:t The Illinois Tax Increment Allocation Redevelopment 

Act, 65 ILCS 5/ll-74.4-l ~ ng. (1996), as amended from time to 

time. 

TIP PUnded Improvemente1 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 out of 

the City's Financial Contribution, subject to the terms and 

conditions of the Agreement. 

Chicago Title Insurance company, or such 

other title company mutually selected by the parties in accordance 

with the terms and conditions of the Agreement. 
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anollng by reason of any disability or other defense of the 
Developer, (iii) presentment, demand, notice of dishonor, protest 
and all other notices whatsoever, (iv) any right to participate in 
any security ,now or la.ter held by the City, (v) any right to 
enforce reme~1es. the. C~ty now. has, or later may have, against 
Developer an~ (Vl) d1l1gence 1n 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 that 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 exercise'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. Agreements not Contingent. It is 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. 

ll. Frustration. It is the intention 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 as if such even or circumstance had not occurred or existed. 

12. Continuing Obligations. The obligations of Guarantor 
hereunder are cont·inuing 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. 

l3. Sale of A9sets 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, as a condition 
precedent to such sale, the transferee shall have agreed prior to 
or contemporaneously with its acquisition of such assets to assume 
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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. Financial Statements. Guarantor agrees to furnish to the 
City, within ninety (90) 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 Essence. Time is of the essence of this 
Guaranty. 

16. Notices. 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 
otherwise 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, Illinois 60611 
Attn: Daniel T. McCaffery 

with a copy to: 

Mayer, Brown & Platt 
190 south LaSalle Street 
Chicago, Illinois 60603 
Attn: John Gearen 

(b) in the case of the City: 

The City of Chicago 
Department of Planning and Development 
City Hall, Room 1000 
121 North LaSalle Street 
Chicago, Illinois 60602 
Attn: Commissioner of Planning and Development 





with 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 ... ,~ ........... . .......... ' . 

17. Modificat.ion. This. Guaranty may not be modified, amended 
or, except as prov1ded here1n, terminated unless in writing and 
signed by the party or parties sought to be bound thereby. 

19. Headings. The headings appearing before Paragraphs form 
no part of this Guaranty and shall be deemed to be inserted for 
convenience of reference only. 

19. Severability. Whenever possible each provision of this 
Guaranty shall be interpreted in such manner as to be effective 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 provision or 
the remaining provisions of this Guaranty. 

20. Successors and Assigns. 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 exercise of any similar remedy. 

,,. 
2l, Governing Law. This Guaranty is submitted to the city at (X) 

City Hall in the City of Chicago, 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, ,.. 
statutes and decisions of the State of Illinois. Guarantor, in ~ 
order t:o 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 actions 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 situs within the county of Cook, State of Illinois. 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 
executed 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. 

GUARANTOR: 

Daniel T. McCaffery 
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STATE OF ILLINOIS) 
) ss 

COUNTY OF COOK ) 

I, , a Notary Public in and for said 
State and County, do hereby certify that Daniel T. McCaffery, 
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 he 
signed and delivered the said instrument as his free and voluntary 
act for the uses and purposes therein set forth. 

GIVEN under my hand and notarial seal this ____ day of 
---------------' 1998. 

Notary Public 

(SEAL) 

12 



-, ,· 
/ ... 

,_ 

.:. ... 
,, 

,o,,.,. 



i •.. 

··-



EXHIBIT N 

PRESERVATION AND CONSERVATION EASEMENT AGREEMENT . 

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 CHICAGO, an Illinois municipal 
corporation (''City" or "Grantee"), 

RECITALS 

A. Grantor is the owner of that: certain parcel of land 
located in the City of Chicago, Illinois commonly known as 32·36 
North State Street, and legally described in Exhibit A attached 
hereto ("Property") . The Property is presently improved with a .... 
fourteen story office building commonly known as the Reliance 55 
Building ("Building"), which Building was designated a Chicago ~ 
landmark pursuant to that: certain ordinance adopted by the City ~· 
Council of the City on July ll, 1975 ("Landmarks Ordinance" J. The a-; 
Building is also listed on the Illinois Register of Historic Places ~ 
and the National Register of Historic Places, and is also designated c..; 
a National Historic Landmark. The Property and the Building are 
hereinafter collectively referred to as the "Premises." 

B. A st:udy to determine the features and elements of 
historical and/or architectural significance of the Building 
("Historic Structures Report"), consisting in part: of interior and 
exterior 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 ll, 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 II 
Historic Improvements"), a written des.::ript:ion and illustrative 
photographs of which are attached hereto on Exhibit B. Pursuant to 
t:he cerms of chat certain "Block 58, Central Loop Project 
Redevelopment Agreement, Reliance Building" ("Redevelopment 
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Agreement.") executed by Grantor and the City dated 
1998 and recorded with the Office of the Recorder of Deeds of cook 
County, Illinois on , 1998 ("Recorder's Office") 
including, without limitation, the terms and conditions set forth i~ 
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 r II 
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 consideration of One Dollar ($ l.OO) and the 
mutual covenants and terms, conditions, and restrictions hereinafter 
set forth and other good and valuable consideration, the receipt and 
sufficiency of which are hereby acknowledged, Grantor hereby does 
grant, give, convey unto Grantee, its successors and assigns, 
irrevocably forever 1 a conservation and. preservation right 1 in 
perpetuity, in and to the Property and the Protected E:lements 
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. 

l. Preservation. 

(a) Restoration. As described above, the Phase II Historic 
Improvements of the Building have been previously restored, a 
written description of which and accompanying photographs depicting 
the Phase II Historic Improvements in their restored state being 
further described on Exhibit a attached hereto. Developer shall 
undertake to restore and rehabilitate the Phase III Historic 
Improvements ("Reetol;'ation Work") in accordance with the terms and 
conditions of the Rede:velopment Agreement (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 
satisfaction of the Dl?D 1 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 
r.he City with the Office of the Recorder of Deeds of Cook County, 
Illinois ("Recorder's Office'). Grantor shall pay for all 
recordation charges. 
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(b) 
Landmarks 
undertake 

Alteration. 
Commission 
or cause to 

Without the 
Ot the City 
occur any of 

prior written permission of 
ot Chicago, Grantor shall 
the tollowing actions: 

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

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

the 
not 

.. (i~) alter the .Protected Ele~ents, including (without 
llml~atlon) any altera~lon, construct.lon, remodeling or other 
physlcal change, lncludlng any change ln color or surfacing with 
respect to the appearance or construction of the Protected Elements 
but in each case excluding ordinary and routine repairs and 
maintenance; or 

(iii) alter the exterior or interior of the Building of a nature 
that directly and materially aftects 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; 

(3) expand or reduce the Building either horizontally or. 
vertically; 

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

(5) build any permanent structures over or around the 
Protected Elements; or 

(6l construct any rooftop improvements on the Building. 

(7) Except in any instance of proposed actions described in 
this Section l 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 permission, with documentation reasonably 
appropriate to the request, not later than thirty (30) days prior 
to the date Grantee's permission is required. Grantee shall not 
unreasonably withhold or delay its written permission for the 
activities described in this Section l. 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 





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 ~ction as soon as may be practical. To the extent 
subsequent permission is refused under this paragraph, Grantor 
shall take s1,1ch f1,1rther action as may be feasible consistent · .... ith 
the refusal of permission. 

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

2, Maintenanc_E;: .. Grantor shall promptly perform all necessary 
maintenance on the Building and the Protected Elements in accordance 
with the terms ancl 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 
shall maintain in working order chose mechanical systems in the 
Building (including electrical, plumbing, heating and air­
conditioning, if any) necessary to prevent deterioration (in excess 
of ordinary wear and tear) of the Building and the Protected 
Elements. 

3. Qemolition. Grantor shall not demolish, remove or raze 
ehe Building or any portion ehereof, including the Proeected 
Elemenes, in part or in its or their entirety, except as provided 
for in Sections S and 6 below. 

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

s, casualty pamaqe or Destruction. 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 reconstr1,1ction of any of the Protected Elements, other 
than temporary emergency 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 thirty (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: 

(a) an assessment of the nature and extent of the damage to 
the Protected Elements; 

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

(c) a report of such restoration or reconstruction work 
necessary to return the Protected Elements co the 
condition existing immediately prior to the casualty. If 
in the opinion of Grantee, after reviewing such report, 
the purpose and intent of this Agreement will be served by 
such restoration/reconstruction (which determination shall 
be 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 period 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 
with plans and specifications approved by Grantee 
(including, without limitation, the DPD and the Landmarks 
Commission 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. 

(dl in the alternative, in the event that damage or 
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 Elements need not be restored or 
reconstructed. In such event, the parties shall record an 
amendment to this Agreement removing such damaged or 
destroyed elements from the universe of Protected 
Element: a; provided, however, that pursuant to the terms of 
this Agreement, Grantor shall continue to preserve those 
Protected Elements not damaged or destroyed, or if 
damaged, those Protected Elements restored or 
reconstructed in accordance with the procedures described 
in (c) above. 

6. Grantee' s Rights Following Casualty Damage. The foregoing 
notwithstanding, in the event of damage resulting from casualty as 
described in Section S 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 

Act, 29 u.s.c. Sect. 2101 ~Kg. (1997). 

Working Drawingt and Sptcificationt: Collectively, the final 

wo~~ing drawings and specifications for the Project, which have 

been approved by the DPD. 

S!CTION I 

INCORPOJA1ION OP RICITALS AND DIPINITIONS 

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 as agreements of the parties. 

SBCTION Il 

coymwrrs. RJPRBSINTA'l'IONS AND WAJUWITIBS 

~.1 Coytnantt. Rtprtttntationt and Warrantitt o( Ptvtloper. 

To induce the City to execute the Agreement and perform the 

obligations of the City hereunder, Developer hereby covenants, 

represents and warr~nts to the City as follows: 

(a) Developer is 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 partnet·ship, Reliance Investors, Ltd, a Florida 

limited partnership, and Granite Development, L.L.C., an 

Illinois limited liability company (singularly, "Entity" 

and collectively, "Entities"). Developer is organized 

pursuant to that certain canal Stt·eet Hotel, L. L. c. 
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che Protected 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 
Grantor on account 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 expense of Grantee to 
constitute 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 

(c) 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 be 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 intervals during normal business hours and upon 
reasonable advance written notice to Grantor for the purpose of 
determining Grantor's compliance with this Agreement. 

a. Insurance, During the restoration by Grantor of the Phase 
I I I Historic Improvements in accordance with the Redevelopment 
Agreement, until the Amendment referred to in Section l 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 Sectio~. 
4.13 of the Redevelopment Agreement. Once the Amendment is 
recorded, Grantor, at its sole expense, during the Term of the 
Agreement (as defined in Section 16 below), 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: 
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(a) Commercial General Liability Insurance (~rimary and 
Umbrella) . Commercial General Liability Insurance or 
equivalent with limits of not less than $1,000,000 per 
occurren~e, .f?r bodily injury, personal injury, and property 
damage llab11lty. Coverages shall include the following: 
;:.11 premises and operation, pr.oducts/completed operations, 
1ndependent contractors, separat:1on 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 ~roperty Insurance. Grantor shall maintai~ All 
Risk ~roperty Insurance Coverage, including improvements, 
betterments, and/or repairs at replacement cost for any cause 
whatsoever related to the ~rotected Elements. Specifically, 
Grantor shall obtain a special endorsement on the property 
insurance policy affecting the Building and the ~remises 
guaranteeing the full replacement value of the ~rotected 
Elements to the standard as established in accordance with the 
status of the Building as a Chicago landmark. The City of 
Chicago 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 (iil Renewal Certificates of Insurance, or such similar <n. 
evidence, if 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 Chicago 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 specified herein. Nonfulfillment of the insurance 
conditions may constitute a violation of the Agreement, and t~e 
City's obligation to perform hereunder shall be suspended unt1l 
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 chat insurers 
shall waive their rights of subrogation against the City 



... 



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 
liabilities and responsibilities specified within the Agreement or 
by law. 

Grantor expressly understands and agrees that Grantor bears 
the sole 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 limitation 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 Taxes. Grantor shall promptly pay before 
delinquency all real estate 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 special assessments if Grantor complies with 
all requirements of law necessary 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 assessments being contested by Grantor as 
provided hereinabove, after receipt of written notice from Grantee 
and expiration of the cure period described in Section l4 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 
cours conducted by Grantee or Grantee's agent. 

ll. Indemnity, Grantor shall indemnify, defend and hold 
harmless Grantee against any liability, costs, attorneys' fees, 
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. Mechanics' Liens. 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. 

13. Additional Covenants. In furtherance of this Agreement 
the parties covenant that, in exercising any right created by thi~ 
Agreement in favor of Grantee to inspect the Protected Elemencs 
to review any restoration, re-construction, alteratiori, repair, 'or 
maintenance of the Protected Elements, or to 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 Histor~c auildings, 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 historically or architecturally significant structures. 
Grantor agrees to so abide by the Standards in performing all 
ordinary repair and maintenance work and the maintenance program 
described in Section 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 reasonable 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 c~lre 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 
injunctive 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 
Elements, and the cost thereof shall constitute a lien against the 
Premises until repaid by Grantor. In the event Grantor is 
adjudicated to have violated 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 costs 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 local government, or a not­
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. 
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16. ~. Subject to the provisions of Section 2l below 
this Agreement shall be effective in perpetuity. ' 

l 7. 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 
persons. Anything contain~d he.rein to the contrary notwithstanding, 
a person shall have no obllgatlon pursuant to this instrument after 
such person shall cease to have any interest in the Premises by 
reasons 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 to such 
transfer. 

18. f:minent Domain. In the event that an eminent domain 
proceeding is filed against all of the Premises or any portion 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 share in the award to the 
extent provided in Section l9 below. 

19. Stipulated Value of Grantee's Interest. Grantor 
acknowledges 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 
stipulated fair market value, for purposes of allocating net 
proceeds in an extinguishment pursuant to Section 2l 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 l, 2007, and 
the amount of construction costs expended by Grantor in 
rehabilitating 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 conditions 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 necessitate 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 
resulting 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 G~antor 
and Grantee that is recorded with the Cook county Recorder's Office; 

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

(c) the term 11 net proceeds 11 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), 
less (ii) all expenses incurred in connection therewith and 
attributable thereto in accordance with generally accepted 
accounting principles. 

22. subordination 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 claim 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, then 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 
said Mortgagee's debt is paid off. 

(c) Until a Mortgagee or purchaser at foreclosure obtains 
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 violation 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 ca~se 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 required to cure the 
default through the exercise of continuous, diligent efforts. 

(e) Nothing contained in the above paragraphs or in this 
Agreement shall be construed to give any Mortgagee the right to 
extinguish this Agreement by taking title to the Premises by 
foreclosure or otherwise. 

(f) Any lien against the Premises in favor of Grantee that 
arises under this Agreement and secures any payments made by Grantee 
or any rights or remedies of Grantee hereunder shall be subordinate 
in priority to the lio:n of any mortgage held by any Mortgagee, Any 
such 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 thtl 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 include the holders of other bona fide indebtedness secured 
by a mortgage or tr'.lat deed, provided that such holder is an 
institutional lender or other third party unrelated to Grantor. 

23. Notice from Government Authorities. Grantor shall 
deliver to Grantee, within five (5) business days of receipt 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, 
'o'lhere compliance is required by law. 

24. Notice of Proposed Sale. Grantor shall promptly notify 
Grantee in writing of 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 
successor in interest to Grantor of the Premises. 

25. Statutgry Authority. 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 (1996) ("Act"), but the 





invalidity of such Act or any part thereof shall not affect the 
validity and enforceability of this instrument according to its 
terms, it being the intent of the parties that this instrument 
constitutes 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 
(1996)' 

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 North 
Michigan Avenue, suite 2050, Chicago, Illinois 60611; with a copy 
thereof to John Gearen, Mayer, Brown & Platt, 190 South LaSalle 
Street, 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, wi.th a 
copy thereof to the Department of Law, City of Chicago, Room 610, 
121 North LaSalle Street, Chicago, Illinois 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 
section, delivery by commercial messenger service or overnight 
courier shall be deemed personal delivery. · 

27. Compliance with Applicable Ordinance. 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, Grantor 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. Rlague, 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 plaque of suitable design on the Building, at a point 
easily 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 Alienation. 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. Miscellaneous. 

(a) In the event that any provlSlOn 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. 

(bl 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. 

c) Except as expressly provided herein, nothing contained 
in this instrument 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 
hereof, 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 conservation purposes 
of this Agreement; provided, however, that nothing contained in this 
Subsection 3l(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) ror 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 execution thereof by Grantor and Grantee. 

(f) The terms and conditions of this Agreement: shall be 
referenced in any voluntary transfer of th~ Premises by the Grantor. 

(g) This instrument reflects t:he 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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(hl The captions contained herein are for convenience only and 
shall not be deemed to be a part of this instrument. 

( i) 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 governmental restriction that prohibits the execution 
and delivery of this 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. 

(k) In the event Grantee claims any lien against the Premises 
arising out of this Agreement, 'Jrantee shall provide written notice 
of such claim, and if recorded a copy of such lien as recorded, to 
each of the Mortgagees. 





Agreement dated as of May_, 1998 ("LLC Agreement"), 

a copy of which has been delivered to the DPD. 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. 

(b) 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 .~ 
~ 

to perform its obligations pursuant to and as ~ 

contemplated by the terms and provisions of the ~ 
~ •• Agreement, the Redevelopment Documents and the Related ~ 

Agreements; or (iil materially affect the operation or 

financial condition of Developer or any Entity. 

(c) The execution, delivery and performance by Developer of 

the Agreement have not constituted 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 
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IN WITNESS THEREOP, the parties hereto have executed or caused 
the Agreement to be executed, all as of the date first written 
above. 

CITY OP CHICAGO, 
a municipal corporation 

ay:~~~-..-~~~-----­Richard M. Daley 
Mayor 

Attest:~~~~~~7:-----­
James ,] . r,aski 
City Clerk 

CANAL STREIT HOTEL, L,L,C., 
a Delaware limited liability 
company 

By: CANAL HOTEL PARTNERS, L.P., 
an Illinois limited 
partnership 

By: 

By: 

By: 

By: 
~D-a~n~ie-l~T=-.~M7c~C~a~f~f~e~r~y~---

general partner 

RELIANCE INVESTORS, LTD, 
a Florida limited partnership 

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

By:~~-------------------E. Barry Mansur 
~?resident 

By: 
~E-r~i~k~M~o-s~k~o-w-i~t-z ________ __ 
Executive Vice President 

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

By: 
~J~o-s-ep-h~A~.~W7l~.l~l~i-a-m~s~,-----

a member 

By: ____ ~~~-----------
Larry Huggins, 
a member 
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EXHffiiTB 

THE RELIANCE BUILDING 
Protected Elementa under the Preservation 

and Conservation Easement Agreement 

Review of Protected Elements: 

Following completion of the Restoration Work in accordance with !be 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 ilie meanings ascribed to them in the Agreement. 

In addition, Exhibit P of the Redevelopment Agreement (also attached hereto as Exhibit 
B·l) shall be used as a guide for the review of alterations and changes to the Protected 
Elements under the easement Agreement, provided that 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 II 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 floors of the State and Washington street 
elev11tions, 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 ornamental projecting cornice; and the roof, including two skylights and 
mechanical appurtenances to be modified in accordance with Exhibit P. 

• the original Ooor·to-eellinl hei1hts 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 
or views of the building. 

Exhibh Blpa,o l or 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. 

Phrue Ill 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-door exterior, including the columns and spandrels, storefronts, and the 
State Street entrance, all to be reconstruct! ,l in accordance with Exhibit P. 

• the ground-Door Interior, including the original State Street entrance and elevator 
lobby, to be reconstructed in accordance with Exhibit P; the non· historic me2'Z81line, 
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, tloor•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 blstoric upper-story elevator lobbies and corridon on Ooon 7 tbru 14, the 
areas specificnlly identified for restoration on the Concept Plans, attached to the 
Redevelopment Agreement as Exhibit_ (nlso attached hereto as Exhibit B-3), and 
to be restored in accordance with Exhibit P. The new fire-rated wnlls 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 wnlls do not adversely affect the appearance or the integrity of 
the historic corridor walls. 

• the open cast·lron ornamental stair on floors 7 thru the attic story, including the 
stair itself, the stairwell enclosure, and the glaas ceiling and skylight at the top of the 
stairs, nil to be restored in accordance with Exhibit P. 

• the Interior aurface or all esterior walls on noon 8 tbru II, 13 and 14. including 
window casings, baseboards, ceiling moldings and other trimwork, all to be preserved 
in accordance with Exhibit P. 

The Phase III 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. 

E.~nibll B/poao 2 or2 
June 17, 1998 
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EXHIBIT-

to 
PRESERVATION AND CONSERVATION EASEMENT AGREEMENT 

from 
CANAL STREET HOTEL, L. L. C. 

to 
THE CITY OF CHICAGO 

Spandrel panel, East (State Street) facade: 

The spandrel on the projecting bay uses seven quatrefoil panels separated b}' 
mullions with florets. 

The spand.rel on the angled window portion of the projecting bay uses a quatrefoil 
panel centered between two diamond panels. Thin, undecorated mullionsseparate 
the panels in the angled window feature on each C:ror of the bay windows. 
Completing the spandrel panel at the extreme right and left are thin, terra-cotta 
mullions 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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EXHrBITP 

mE RELIANCB BVILDINO 
Restoration Work Required by tbe 

Reclevtlopment Agreement 

All woric will be done in IKlCOrdance wilh tbo terms and condi1iona of the RedevelopmCilt 
Agreement (tht • ApwmtDt") llld the foUowin1: 

• tbe City of Chicago's buildina permit review procedures llld tbe Lal1dmlrics Ordillance, 
aDd subject to the review IDCi approval of the Commission on Chicaao Landmarks per the 
Agzeemmc. 

• Thf Sm1ttvy of tlw lntuior's Stl:l1lilmdJ for R•hllbilltatiolt of Historic Builtllnp (rn. 
1990) llld the Gu/IMiii'Ws/or Alt~rattonr to Histone Buildmp and New Co111~tton. 
adopted by the Commiuion on Cblc:qo Landmarks on Man:h 4, 1992. 

• tba research IDd rconunendati0111 of the Historic Structures RCJ)Oit (dated July 1 I, 1994) 
prepaml by MeCHer for tbe ReU&DCt BUildin!l. 

• die doc:umeuts aod <;Onespoadclx.e submiuccl by du: developer to the City of Chicaao for 
the redevelopm111t of the builclli!a; &lid the documents and ccrrapondcace submitted for 
pre-permit miew by tbo Commissioa oa Chicago l.aadmvkJ on Febnilry 4, 1991. 

ExlmDr Wort R~•lllll: 

• Grauel floor ud Stontl'oiCI. AD historically•ac:c\ll'ate reconstruction of the original 
1895 dcaip for tbe grolllld floor CDII'anCe IIDd storefronta. i.acludina polishfd Scotch 
srmite VtiiMI', or viM!Iy equivalent amnite that reproduces the historic: maleriaJ in 
appecance, color IIICi tex1111'1; decorative bronze 1rim and lrillework or visual equivalent 
thai teprodiii:CIIhe historic 1111terial in appeii'IIICI, color, texture, profile, mel durability; 
entry doonllld tfiDIOma, plllite spllldrel pmel over lobby e~ with bronJe 
"RELIANCE" lctlltl, llld lll'p "'Pwct of &1111 u oriaina!IY constructecL The State 
Street grolllld floor elevadOG shall be u exact 1 reco~on u possible, wbiJt the 
W aahiJiitoD Sam elevauoa may be modified to ~ee(lll!ll!()date an ldditioDII building 
entl'lllce aad roquirtd tlllftiCDCY exit doors, subjo:t to review IDd approval. Sucb 
reconstruction of ftO!efiouu aball be hued on available hlstoriQal doc:umanation witb 
xcopllblell10dlf1catioa• u 110red above aDd oatbe Concept Pl1111 as defined in lhe 
Apeem111t. 
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• Upptr.Sio" WiDdcnn. Thl nDIIioiDg origi!W windows oo tbe c:iibth tloor oftbe 
Waahlnstoa Street aide of the building shall be ~ mel restored, u neceutry. All 
other windows may be repltced, provided the ntw windows match tbe origiMI, historic 
windows ill tel'IJII o£ detl8D, profile, dimen.5ioas, material (for example, wood shall 
rep !au wood), 1M lppeat~Z~Ct. It is UDdcntood tbtt cCI'IIIin wiDdows which are oow in a 
fixed, doublt•hWll cootJauradOll may be repltced with wi.lldows with operable sashes to 
mnt appli~le code tequiremeats. 

• Sips. Any proposed exterior si8Jll sbaU be compltible with the architectural desil!l and 
historic character of 1bl buildlna in terms of dcsiSDIIId locatioa. All exterior sip sball 
bt subjtct co review and ~pproval. Exterior IDd interior sip sbalJ not obscure or 
damaae any arcbicec:tural felnns or matcrialJ, bowever tbia requirement ,au nc;; 
prohibit the i113talll&ioa of sips on hialoric materials. No exterior sips shall be looalcd 
above the pouad floor. No intcrll&lly illlllninalcd, face· Ul sips shall be permlrted. 

• Caaopi• &Ad AwlliDp. No fixed or ptmlllleal canopies ahall be allowed 011 the State 
Street F~. but a fixed.~ or re~r~etable ClllO'P)' may be permitted at tbe 

• 

W uhinatoa Street entrlllcl, mbject to review and approval. Storelioa& WiJ1dows on State 
Stlcet may have a canvu awniDa. bued on his1oric pncedllnt llld desip. No awninp 
sball be allowed on the upper-story willdows, over the maiD (lobby) enu-.ace on State · 
Sawt or over the Wubiaalon Street storefront windows. 

Rooftop aacl SkyiiiiUa. Rooftop tldditioll3 and appurtenances, whether new or 
enlar&emcnla of existina coDdltior~~, may be permitted, subject ro review and approval. 
All pennin..d rooftOp addltioa.s and appurteaances shall be setback from the SU'eet 
elevations to tbe a:eatett extent poaaible to minim in potenlial visibility from the street 
and shali!DCiellbc spec !tic -donal nquiremenll of the elemeacs they serve, eg. 
elevator ovem1111 .ad mechanlcaJ pealhou.w equiJ!IIIIIlt. No Dew habitable additio111 
shall be coDatnlcted onlht roof. The ori&inll sltyliibt over tbe opeu ornamental staircase 
shall be retained md repaired. but may be modifted to liCCOIDDiodate my requiml smoke 
!xhault eqlllpmeal or l)'lfeiD to 1M oxtaat necewry aud subject to review and approval. 
The skyllabt ovw tbe elevaor peothouse may ba removecl. 

• Buildiq Llpdq. Approprialely-dcsi&lled accent liahliDS shall be provided for the 
attic·s101)' wiDdowl, IUCb that the Ulum.inatlon provided will emit a glow through the 
existiJI& willdowa, ill the spirit of the City's Loop Ll&Jttiui Plm. Co11.1i11e11t will\ lhe 
origiual desian ottbe buildillg, arolllld floor interior liabtina should emplwize tbe 
traz~Spmncy of the buildhla's bull aaci the exte!Wve "pwa of alul. 

InttriDr WorA R1quin4: 

• Sate Street EDtraac• 1ad llmltor Lobby. An bittorically·ICC\Illte r:ecoi!SiliiCtioo of 
the oriainai 1895 rlllip For lhe State S1mt cncranee and elevator lobby, including the 
originll approximately 2l·foot·hiah Ooor-too(;ciliog beiliht. opea oraamental stair &lid 
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midolevellandlna that reproduces the biJtoric cut-iron material, marble mosaie floor, 
~ulti-:eotored poUihed ~It walls: omamemal elevi\Or SriUework t1w reproduces 
histone: BoM'I'·Birff tiDiah, Dletal tnm·work. metal belll\ed ceilila with &allied marble 
pauel iDsets, and period r~on lilht fbctures. Modi1i~o111, such u enclosiDa the 
elevator shafts, sball be allowecl to &ddresl requirtd code iuues, subjeet to review aad 
approval. Such rteoftiiNCtioll oftbe St&M Stnet CIIVIDI:e IDd Interior lobby shall be 
bued oa archival dOCWDelllatioa, subalitted to Coaunishoa SCift: 

• H.Utoric Uppt...Story liltntor Lobbies aad Corrldon (Fioon 1 thrcup 14), The 
elevasor lobbies aad conidon shall be restored, iD tbe llrCII specifically identified u 
"!Ustorecl HiStoric Corridor'' 011 IIICh floor in ~~:eordance with the Con~ Plw attached 
u Sxbibit_ oftbe AIP'CC!DIIIt 

All existins oripw feature~ uul materials within the mtOIOd area aball be I'C'tliDed and 
restored. The elemeuts to be retained include: the ttrrazzo floor witb marble ~&holdl 
and borden, the conidor partitiona, includin1 Cararra llllrblt w.isllcot IDd vamiahed 
maboauy trim-work, doon, wiDdoM, and traDSOma; Carma marble ccilinp (I& elevawr 
lobby); plaster finishes aad ullinp (It conidorl), inc:ludiq oriaiDal ptint colors, aDd 
lisht fixtum. Tbcl desian tmtmtm of lht noD-hiStoric ponions of thete conidon may 
follow alwmative, approprillt desi111 panmctm DDt noted above. However iftbe daisn 
of the non-historic portio~~t oftbeet comdors is bued on the hi.ttorie desiiDt it shall Dilt 
repllcare the orisiDIJ, hl.storic desian, but shouJd bt differentiated rmd compatible. 

It Is undcmood llW modifi~OII81 such as enclosina the elevasor sbafts aad construc:tiDg 
a new fin. rated wall behiDd the reStored corridor partitioo, shall be allowed to ld~ss ~ 
code required illuea, subject to review and II'J)fOval. Oriainal doors md hiStoric ~ 
hardware, to lht e~nt ~ mch eltments are existins and repairable, shall be reused, e: 
iiUbjec:t to modifiCitiOM wbcrt necenuy to meet code requirements. l'llterior fumishinss ~ 
and signqe within the l*tored areu shall not damlse aay udlitectural r.um or ~ 
OlltCrials. Tblloc:alioa of uay earpeti.Da lhall be consistcat with the Co~ept Piau and ~ 
instal.lod u a "lUIUICr" dowulht corridon, so that a portion of tho floor rcmaiDI visible 
aloaa tbe walla. !xistiq aJut 1J1D0S in the wiDdows, doors md transoms may bt 
replaced Uld/or modified such u witb ID applied coadn~o subject to review and approval. 

• No..tdlto'ric Corrtdon llt¥ator Lobbill ud Corrtdon (ftoon 2 tb116). The 
desip 1n11nm11 oftbc DOD-biltoric corridors may foUow altenlltive, appropriate design 
param~tm. Howwer if !be desip of tbe aon-biSoric ~:orridors ia bued on tbe biltotic 
desiiDt It sball not rcplicare tbl otiainal. hiJtorlc detisn. but sbould bo dift'erenlil&ed and 
compl!ible. 

• Opta Cut-Iroa Oruaeatll Stair ud Gila CtWa., Tbt ornamental stair 011 floors 7 
tbzu the attic story sbal1 be retained aDd restored. The alua ceiliq at !ho top of the stairs 
(below the skyli&bt) aball be retained and teStorcd, but may be modUled to accoiiUIIodate 
any ttquircd smoke exhaust or mechaDical equipmct, subject to review aad approval. 
Art/ a~eloallrt oftbe stair dctmnlned to be non-historic may be removed and tbc original 
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open conf!l\lfl1ioD ancl ornamental lrillework may be 1!8tored. 

• Mmuille. The mez:zADin1 shall be mnovcd, excep for lht wt;tttm•moat two bays as 
indiclled oo tbc Coacept Piau. Oripw ceilina heipb siW1 be restored throuabout the 
l!fOWKI Boor. The cormection between lbe l'fi!Minio& portiou oftbt mozzaniDe IIDd tho 
I"CCODDtrrleled store&ont alone Wubl.apn Street shall be subject to review and approval. 

• Eltvatar Grtllewofk. All oi'Dimftltal elevator &rillework (with Bower-Buff finish) on 
floors 4 t1w 14 .tlW1 be retaiDid. mtored and reused on aew eleYa&or enclosures to the 
~t that these elements ue existint and repairable. Deeisioas on whether a feature or. 
!DIIerial canaot be reuolllbly repaireO sball be shall bo m\IQIII and subjeet to review and 
approval. It is IIDdentood tha& modifiQtiODI, sucb u CDeloeiDa the elevator s!Wia, shall 
be allowed to lddrea code r.quired i11111J, S\lbject to revitw and approval. 

• Wladow ud WaU Trim. R"""'ining original window casmp, bescboads, ccilina 
moldUiallld other rrlm·work located on the interior face ot lilt exterior wall shall be 
reWDed UIC1 repaired to the extent pl'll:tical, subject to review au<l approval. New 
window wiup, buebolrds, ceiliD& tDO!diq ud other lrirrJ.wodr loc:ated on the i.ntetior 
fa of the ex11rior wall sUUIIIIfCh the oriJinal in desip, 1111lerial, profile and color but 
need not~ mahopuy. New buebolrdl, cellina moldin.., ciWt raila and other new 
trim·work.locatcd on D~rN interior Willi. shall be differentiated !rom the llistoric desi111. 
The ~red window casinp oo the eipth floor sball be retaiacd and p~ 

• Wmtlow Tnatllmltl ud Cdlla1 Befabts. Window tre&tmellt1 (curtains, slladts, etc.) 
shall be subject to review llld appi'OVII, To die extent ~:empatible with the iDt~~rior des ian 
and functional req\llmUIItl tot the !Iotti roome, thl oripa!IIPJ*·iltory willdow 
autmeuta comblniq pull-down Wdet and curtains are srroaa!Y fiiiCOurtpd but not 
required. As propoaed, oriaiul ccillua beipll sblll be rnaio••hwd behind die wiodows; 
and c1ropt ill tbe belp& of the c.iliD& for mechlllical equi'pmellt, etc., sball be 11 aencrally 
depicted OD the Ccmcept Pia. 
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law or court order which may affect the Property, any 

part thereof, any interest therein or the use thereof. 

(d) 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. 

(e) To the best of its knowledge, the intended use of the 

Property by Developer does not and shall not violate: (i) 

(f) 

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 as 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, lease or otherwise dispose of all 

or substantially all of its assets 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 s•Jffer any levy, attachment, ch.J.m 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. 

(g) Developer shall utilize the Project solely for those uses 

permitted by the terms of the Agreement, the 

Redevelopment Documents and the Related Agreements. 

(h) Developer shall comply with the terms of: ( l) the 

Affidavits; (2) the Employment Opportunity Obligations 

described in Section VI of the Agreement; (3) the Pub'lic 

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. 

(i) 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 Pl as needed to 

complete the Project and to preserve the historic and 

16 
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architecturally significant features of the Building in 

accordance with the Landmarks Ordinance and the 

Preservation Ensement, and in accordance with the Working 

Drawings and Specifications (as defined in subsection 4.4 

below) approved by the DPD and the Landmarks Commission. 

(j) Developer shall use the Property and the Building as a 

first class boutique hotel with ancillary first class 

restaurant facilities. 

2.2 Repreaentationt and Warrantiet 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 Illinois to 

enter into, execute, deliver and accept, as the case may be, the 

Agreement and Related Agreements, and to perform any and all of its 

obligations thereunder. 

2.3 Suryival of Bepreaentationt and Warrantiet. 

Developer agrees that all of its representations and 

warranties, and the City agrees that all of its representations and 

warranties, set forth in this Section 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. 

17 
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S!CTION III 

CONVJYAHCB OP THI PROPIRTY 

3.1 Porm gC Deed, The City shall convey to Developer fee 

simple 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. 

3. The Preservation Easement. 

4. The permitted exceptions described in Exhibit c attached 

hereto as 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 sole 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 ?reject, then it shall be the 

sole 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 Conveyanqt of tbt Property, Subject to all the terms, 

covenants and conditions of the Agreement, the City shall convey to 

Developer 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's Schematics and Design Plans (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 

subsection 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 (c) below; and 

(d) receipt by the DPD of the Completion Guaranty from Daniel 

T. McCaffer.y, substantially in the form at.tached hereto 

as Exhibit M; and 

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

more fully described in subsection 4.S(al (l) below in 
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furtherance of satisfying Developer's Financial 

Contribution; and 

(f) execution and delivery of the Preservation Easement by 

the City and Developer; and 

(g) the obtaining by Developer of insurance policies insuring 

the Property as more fully described in subsection 4.13 

below. 

The closing shall occur at the Title Comp~ny on a date 

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 execution 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 obligation to Developer. 

3,3 91o1inq Documtntl. At the closing for the Property, the 

parties shall deliver to each ether the following: 

(i) Developer's documents: 

(a) A certificate of good standing and a certificate of 

incumbency from Developer and each Entity. 

(b) An ALTA statement. 

(c) All documents required to be delivered under subsection 

3.2 above, 

(ii) The City's documents: 

(a) The Deed. 

(b) A Bill of Sale, if applicable. 
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(c) A certified copy of the ordinance adopted by the City 

Council of the City authorizing the City to enter into 

and perform the Agreement and to execute the Agreement 

and all other documents necessary to carry out tt1e 

transactions provided for in the Agreement. 

(d) An ALTA statement. 

3, 4 Title Inaurance and Survev. In connection with the 

conveyance of the Property by the City to Developer, the City, at 

Developer's sole expense, shall provide to Developer (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 

reservations and exceptions provided in this Section III, and (ii) 

a survey of the Property meeting joint AL'rA/ASCM requirement:J 

certified to the Title Company, Developer and the City and 

containing a flood plain certification. Developer, ~t 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 said endorsements. 

3,5 Rill larate Ty11. Developer shall be responsible for 

real estate taxes accruing after the conveyance of said Deed. 
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3.6 Recordation oC peed. 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. 

SZCTION IV 

THI CQNSTRUCTION OP !HI 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 uses as described in this subsection 4.1. In 

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 

undertaken by Developer in accordance with the Working Drawings and 

Specifications approved by the DPD and the Landmarks Commission in 

accordance 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.l 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 be a covenant running .with the land during the Term of the 
• 

Agreement to the full extent allowable under Illinois law. 

4.2 Tht P;ojtc!i't Dtytlopment Panmt!itrt. 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) Developer's Schematics, a reduced copy of which is 

attached heret1:\ as Exhibit D, setting forth the intended 

scope of the Project, and a narrative description of the 

Project, have been approved by the DPO. 

(b) The facades of the Building and the historic features 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. 

(c) 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. 

'(d) 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 lO:OO a.m. until 6:00p.m., except in the case of an 

emergency. 

(e) 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 

streetscaping of Block 58. 

4. 3 Right: of lntrv. The City has granted to Developer a 

right of entry to the Building and the Property for the purpose of 

allowing Developer's architects and engineers to inspect the 

Building. rn 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 such activities undertaken by Developer at the 

Building. 

4. 4 Submiuion of Con1truction o0cument11 !!invironmtntal 

Reyiew. 

(a) plliSP Plan1. Developer• s preliminary schematic drawings 

("Schematics" l, describing the proposed restoration and 

rehabilitation of the Building and the development of the other 

Project improvements to be constructed at the Property, have been 

approved by the Landmarks Commission, the Illinois State Historic 

Preservation Officer ( 11 SHP0") 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 terms of the Agreement, 

the Redevelopment Documents, as amended from time to time, the 
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Landmarks Ordinance and the Preservation Easement (when 

applicable), and all applicable state and local laws, ordinances 

and regulations. The Landmarks commission and the DPD shall have 

fifteen ( 15) days in which to approve or reject the design 

development plans. If the Landmarks 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 purposes of the ARreement. 

Any material change to the Design Plans must be submitted to 

the Landmarks Commission, the SHPO and the OPD for their approval, 

which approval by the OPD shall not be unreasonably withheld or 

delayed. 

(b) peytlopmtnt oC Working Drawing• and SptciCiqat~ont 

Within sixty (60) days following receipt of approval by the 

DPD and the Landmarks Commission of the Design Plans, Developer 

shall submit to the OPD, the SHPO and the Landmarks Commission for 

its respective approval the proposed final construction documents 
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regarding the development of the Project. The DPD 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 0?0, 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 

DI?D, 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, 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 CPO for its approval, which 

approval shall not be unreasonably withheld or delayed. 

(c) !1Ayiro11111ental Review. Developer has provided the DPD 

with a copy of that certain "Phase I Environmental Site Assessment 

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 commenc~ment 

of construction. If any such audit discloses Hazardous Materials 

at the Building and the Property, then it shall be Developer's sole 

responsibilitY. to undertake such environmental remediation or 

corrective 'NOrk 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 Applicability of DPP'• Approval, Any approvals 

of the Schematics, Design Plans and the Working Drawings and 

Specifications made by the DPD are for the purposes of the 

Agreement 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 

soundness or the safety of the 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 Conttruction Schadulet Hiring of General Contraetor1 

Performance Bondr Purcha•• of Materialt. 

(a) Ptyeloper'• Conttruction Schedule. oe'veloper' s 

preliminary schedule ("Schedule") for the commencement and 

completion of the work constituting the Project has been approved 

by the DPD and is attached hereto as Exhibit L. In ·:onjunction and 

27 



., 
~ 



H8616G13 

BLOCJ: 58 , 1JIN'l'RAL LOOP PROJICT 
RBDIVBLOPMINT AGR!IMBNT 

RILIANCI BUILDING 

This Redevelopment Agreement ("Agreement"), dated as of 

j;/1'1 j!f , 1998, is made by and between the City of Chicago, an 

Illinois municipal corporation, having its offices 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 office c/o CCR t.fcCaffery Developments at 737 

North Michigan Avenue, Suite 2050, Chicago, Illinois 60611 

("Developer") . 

RICIT,M.S 

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

of the State of Illinois, 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 its objective~ to encourage the 

redevelopment and revitalization of blighted commercial areas, the 

City established the Commercial District Development Commission, 

which has been succeeded in interest by the Community Development 

Commission ("Commission"). 

l 

,,., 
I! 
~ 

~ 
•• -



with respect to the production by Developer of the Design Plans (as 

described in subsection 4.4 above), Developer shall prepare and 

submit to the OPP for its approval a revised Schedule describina in 
~ 

more 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 

quarterly basis during the construction of the Project. 

(b) Hiring o! General Contractor. Developer has notified the 

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 PPD shall 

evaluate the prospective bids within seven (7) days of their 

submission by Developer. Developer shall seek to hire the General 

contractor at the lowest cost practicable in light of the 

objectives for the construction of the Project as expressed in the 

Agreement. The terms and conditions of the construction contract 

bec:ween Developer and the General Contractor ("Construcc:ion 

Contract:") shall be subject: to the approval of the PPP. 

With regard to t:he hiring of subcontractors 

("Subcontractor") by the General Contractor, the General Contractor 

shall solicit bids from at least three (3) qualified subcontractors 

to undertake t:he 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 solicitations of bids by Developer or the General 

Contractor shall require that the General Contractor and all 

Subcontractors comply with: (i) the Equal Employment Opportunity 

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/ll ~ ~· 

(1993); (iv) the terms and provisions of the Chicago Human Rights 

Ordinance, Section 2-160-0lO ~ ~., Municipal Code of Chicago; 

and (v) the Prevailing Wage Act of Illinois, 820 ILCS 130/1 ~ ~· 

(1993). 

True, correct and complete 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 Construction Contract and each 

subcontract must contain provisions: (i) regarding compliance with 

the laws and regulations described in this subsection and in the 

Agreement; (ii) naming the City as a third party beneficiary and an 

assignee,· and (iii) obligating the General Contractor or any 

Subcontractor to furnish such reports and information as requested 

by the Chicago commission on Human Relations to determine 

compliance with the Chicago Human Rights Ordinance. 

Except as provided below, any modifications, change orders or 

amendments to the Construction 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 increase 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 items 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 Drawings and 

Specifications. 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 report, or that the amount of funds 

available to Developer to complete the Project is insufficient, 

then Developer, within ten (lO) 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 to increase the amount of the 

City's Financial Contribution. 
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(e) 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 lese than the amount of 

construction costs as reflected in the Construction Contract, 

insuring the undertaking of the construction of the work 

constituting the Project in accordance with the Working Drawings 

and Specifications and consistent with the provisions of the 

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

reputable company satisfactory to the DPO in its reasonable 

discretion having an AA rating or better using American In~titute 

of Architect's Form No. 311 or its equivalent. 

(d) Purchan of Mattdall, 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 (unless otherwise approved by the 

City), high qUality materials acquired at the lowest practicable 

cost. Developer intends to use or re-use, when practical, certain 

materials or historic fabric found at the auilding, as reflected on 

Exhibit I? attached hereto and the !?reservation Easement. 

4.7 Pinanoinq tbt P;o1tet. 

(a) Bu4qtt aad ptytloper•a Financial Cont;ibution. 

(1) Budqtt and Developer' 1 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 

Plans, Developer will submit to the DPD its revised estimated cost 

("2udget") of completing the Project. The Budget will thereafter 
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be revised and sub~itted to· the DPD by Developer for approval on a 

quarterly 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 ("Developer's Financial Contribution") . 

No later than August l, 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 

subsection 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 Commissioner to February 1, 1999. The failure of 

Developer to make either Equity deposit as provided for herein 

shall be deemed an event of defaul.t 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 OPO, 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 l, 1998 only to the extent 

that Developer provides such satisfactory documentary evidence to 

the DPD no later than July 15, 1998. The DPO reserves 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 loans to 

Developer. 

With regard to accumulating Developer's Financial Contribution 

ever and above the aforesaid Equity, Developer shall provide 

satisfactory evidence to the City that: it has obtained irrevocably 

committed funds or financing. Developer shall be permitted to 

obtain a loan or loans secured by a mortgage ("Lender Financing") 

from a reputable financial institution or other lender which is in 

good 'standing with the State of Illinois, 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 commitments 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 purpose 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 DPO 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 conditioned only on normal and customary 

requirements for disbursement of funds from time to time, shall be 

a requirement to any obligation of the City to disburse any of the 

City's Financial Contribution. 

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"). 

As 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 whatsoever regarding the 

availability of any such tax credits either with respect to the 

Phase II Improvements heretofore completed or the Project; 

provided, however 1 that the City as deemed appropriate by it 1 

agrees to cooperate and assist Developer in any effort on its part 

to utilize any available historic 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 

syndication proceeds in excess of $2, soo, ooo 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 paragrapl:l or 

in the Agreement, Developer shall be permitted to obtain a First 

Mortgage in an amount equal to no less than the· total Project costs 

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

obligation of Developer to fund as part of the Developer's 

Financial Contribution any excess costs of the Project beyond the 

City's Financial Contribution (whether through Lender Financing or 

its own funds or loans to Developer) and Developer shall hold the 

City harmless with respect thereto. 

In such 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 contribution for certain 

Redevelopment Project Costs-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 Guaran<:.y shall be executed by Daniel T. McCaffery in 

substantial conformity with the form of Guaranty attached hereto as 
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Exhibit M, and shall be dated as of the execution date of the 

Agreement and delivered to the City by Developer. 

(b) City•• Pinapcial Contribution. 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 Financial Contribution must be in accordance with ·any 

laws, regulations and ordinances governing the use of such funds, 

including, without limitation, the TIF Act. 

The T!F Funded Improvements to be paid for by the City or 

reimbursed to Developer by the City are described more fully on a 

line item basis 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 Escrow 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 proceeds or other Developer private funds or financing 

after 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 established 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 

construction 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 hereto. As more 

fully described in the Covenant of Performance, in the even~ of a 

breach by Developer of its obligations under the Agreement, 

including, without limitation, the Use and Performance Covenants 

provided for in subsection 7.2, Developer may be obligated to repay 

to the City aJ.l or a part of the sum of Three Million Five Hundred 

Thousand Dollars { $3, 500, 000) . The amount due and owing shall 

decline during the Term of the Agreement, all as more fully 

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. 

{e) Conttruotion ltcrow. Developer's Financial contribution 

and the City's Financial Contribution shall be deposited in and 

disbursed through an escrow account ("Escrow") held by Chicago 
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C. On March 20, 1979, the 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, 1982. 

The North Loop Guidelines for Conservation and Redevelopment 

("Guidelines") pertaining to the Original Redevelopment Area, were 

approved by the Commission on March 31, 1981, approved and revised 

by the Chicago Plan Commission on May 14, 1981, and, as so revised, 

were approved by the City Council on October 22, 1981, 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, 

1992,·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, 1987, and 

were further approved by the City Council on september 23, 1987, 

and as further revised by the Commission on January 24, 1989, as so 

further revised and approved oy the Chicago 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 

2 



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. Pt;mitttd Ditbur•tm•ntl. 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 respect 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 Improvements as are more fully described in Exhibit F 

attached hereto. The City's Financial Contribution and Developer'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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a. Condi tion1 Precedent to Ditburument, Prior to the 

initial disbursement of funds from the Escrow by the Escrowee 

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

Developet· shall deliver to the Escrowee the following documents: 

(a) 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 1 

(b) 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; 

(c) 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; 

(d) copies of the construction contract and any Subcontracts, 

if then available and thereafter when obtained, certified 
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by Developer as being a true and complete copy; 

(e) a true copy of the build,ing permits when issued by the 

City; 

(f) Internal Revenue taxpayer identification numbers of 

Developer; 

(g) originals of the First Mortgage, if any; and 

(h) a duplicate original of the payment and performance bond 

as required by the provisions of Section 4.6(c) above in 

which the City is named an obligee or beneficiary; and 

(i) 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; 

(j) current searches under Developer and each Entity, as 

follows: 

secretary of State 
Secretary of State 
cook County Recorder 
cook county Recorder 
Cook County Recorder 
Cook County Recorder 
Cook county Recorder 

u.s. District Court 
Clerk of Circuit Court 

(Cook County) 

ucc Search 
Federal Tax Search 
ucc Search 
Fixtures Search 
Federal Tax search 
State Tax Search 
Memoranda of Judgments 
Search 
Pending suits and judgments 
Pending suits and judgments 

and such other searches from such other offices as the 

City may require in its reasonable discretion; and 

(I<) such other documents as are reasonably 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 Sudget .. 

gscrowee shall also have received from the City a certified 

copy of the ordinance authorizing the City to enter into this 

transaction. 

3. Oilburument•, Disbursements from the gscrow 

covering the Project costs described in paragraph 1 of this 

subsection <\.7(c) shall be made by the Escrowee, upon receipt of 

cert:ification for payment by the Developer's ar.chitect 

("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 

Escrowee 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 Ptovilion. The City a~:.a/or Developer shall be 

permitted to hold back for later deposit with Escrowee, or direct 

the Escrowee to hold back, on each request for advance for payment 

covering the costs described in paragraph l above of this 

subsection 4.7(c) an amount equal to ten percent (lOt) of the 

requested sum until fifty 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. 

(o) Pinal Diwbur•aa•nt. 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 ita 

covenants or obligations contained in the Agreement and the 

Covenant of Performance, the final disbursement of funds 

constituting the holdback portion referred to above shall be made 

through the deposit 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 Inspector's Certificate regarding substantial 

Completion of the Project, and provided that Developer has 

submitted to the Escrowee, the DPD, 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 sums thereafter remaining in the Escrow shall 

be disbursed pursuant to applicable provisions of the Agreement. 
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(d) Rtquttt for Advanett. 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 

phases 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 

estimate 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 0702 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 

addresses of all material dealers, laborers and Subcontractors with ti 
whom agreements have been made by Developer or the General 

Contractor; (c) if requested by the Escrowee, the Inspector, the 

City or the Lender, rece1pted invoices, and/or releases or waivers 

of lien on forms approved by the Escrowee and the Inspector from 

each material dealer, contractor and Subcontractor 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 initial 

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 Request for Advance shall be Developer'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 Condition• Precedent. Each request for 

disbursement from the Escrow 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. 

5. Time for Pavment of ReC[!.!ilitiont, Upon receipt of a 

Request for Advance by the Escrowee, the Escrowee shall have three 

(3) business days in order to effect such Advance. 

6, Iptpeqtiop, During the undertaking of the Project, the 

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 expenses to be paid the Inspector shall be 

provided by the City exclusive of the City's Financial 
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Contribution. The Inspector 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 Re~est 
' 

for Advance and as certified by the Architect is as set forth in 

said Request for Advance and certificate, and that such 

restoration, renovation, rehabilitation or construction, as the 

case may be, complies with the Working Drawings and Specifications, 

such 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 OPO shall have the right, 

but not the obligation, to accompany the Inspector during his 

inspection of the Project. 

Prior to the final completion of the Project, Developer, the 

Architect, the Inspector and the City shall conduct a preliminary 

inspection of the Building and the Property, and thereafter the 

Inspector (in consultation with the Developer, the City and the 

Architect) shall prepare a list of punch list items to be 

undertaken by Developer. Once such work is completed, the 

Inspector and the City shall re-inspect the Building and the 

Property, and if satisfied, the Inspector shall issue a certificate 

("Final Inspector' a 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 Pt'oject in accordance with 

the Working Drawings and Specifications collectively as described 

in this Section shall be binding on the parties. 

1. Ditburt.mtnttJ Dtfioitncitt. 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. In accordance with the provisions 

of subsection 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 Escrowee, shall be required to deposit such necessary funds in 

Escrow 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 

46 



''t' :· ... 

,. 



City) demands that Developer remedy any such deficiency and 

Developer shall fail to do so as aforesaid, then the Escrowee shall 

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 shall not be 

commingled with tha 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 the ~reject as aforesaid shall constitute a default of the 

terms of the Agreement. 

8. Iny11t;mtnt of !!It grow Pundt, The City's Financial 

Contribution, upon its deposit from time to time by the City in the 

Escrow, shall 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 Rtlogatign gf Utiliti••· In the event Developer requests 

the relocation, repair or replacement 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 

expense. The D~D shall use its best efforts to assist Developer in 
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