Appendix “A”
Letter of Intent
September 25, 2009

HKHotels LLC

c/o Henry Kallan

Hotel Elysee

60 East 54 Street

New York, New York 10036

Dear Mr. Kallan:
Re: Proposed Development of Hotel at Exhibition Plee (the “Project”)

Following selection of your response to Exhibitid?lace RFP No. 9155-07-7166 (the
“Respons® as the preferred proposal by the Board of Gowesnof Exhibition Place (the
“Board”), we entered into a letter of intent dated July2008 as amended by the amendment
thereto dated April 17, 2009 (as so amended, L@ *) to enter into the proposed land lease
and ancillary agreements in furtherance of thessteguired to bring the proposed hotel project
(the “Project”) to fruition. Both parties have been proceedivith plans for the proposed hotel,
and as the term of the LOI is coming to an endavwenow ready to proceed to the next step.
We propose that, upon your acceptance of the rsattdrforth in this letter, the following terms
and conditions will form a binding agreement toske@an and subject to the terms and conditions
set out below (thel'etter Agreement’), between HKHotels LLC (MKH ") and the Board.

1. Concept The initial phase of the ProjectRtiase 1) shall include a full service hotel of
approximately 320 but not less than 200 guest rowiitis resort-style amenities and
related ancillary uses and underground parkingapproximately 400 cars (collectively,
the “Hotel”). The Hotel shall be developed to a quality atahdard consistent with full
service hotels of comparable size and quality inofto’s business districts. The Hotel
shall be built in accordance with the Toronto Gr&andard for New Construction and
HKH shall use commercially reasonable best efftebtain a LEED Silver rating. In
addition to the guestrooms, the Hotel may includeilary uses compatible with a full
service resort-style hotel of comparable size amality. For further clarity, such other
uses and services may include one or more restautamensed lounge, spa and/or health
club, swimming pool, tennis courts, room servicasibess centre, valet parking and
compatible retail facilities, provided however tlaata minimum, the Hotel shall include
a restaurant, licensed lounge, room service andsaéss centre. In addition, the Hotel
may include meeting rooms comprising approximated$,000 square feet as
contemplated in the Response. The parties ackngeladd agree that the number of
guest rooms and parking spaces and the size affigw@tion of meeting room areas as
originally envisioned in the Response are subjeathitange due to site conditions and
other design and market considerations. The finahlver of guest rooms and parking
spaces and size and configuration of meeting ro@asafor Phase 1 will be determined
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in the course of the planning and development m®ceThe Project may or may not
include a tunnel to connect to the Allstream Cemtnel/or a tunnel to connect to the
Direct Energy Centre. In developing the planstfar Hotel, HKH will have due regard
for the hazards posed to migratory birds, and waolhsult with FLAP (the Fatal Light
Awareness Program) to incorporate mitigating messuo reduce bird fatalities. The
Hotel will be designed in accordance with City afrdnto accessibility standards, and at
least one (1) room per guest floor of the Hotel Wd equipped for handicapped guests.
In staffing the Hotel when it opens for business{HHwill endeavour to provide
appropriate job opportunities to duly qualified niears of the communities neighbouring
Exhibition Place.

2. Site:  The lands comprising Exhibition Place are owtgdthe City of Toronto (the
“City”) and have been placed under the management &@dhel. Phase 1 of the Project
will be developed on the parcel of land the apprate boundaries of which being
shown outlined in blue on the sketch attached d®&d@de “A” (the ‘Phase 1 Land®
located within the lands (thePfoject Lands’) south of Princes’ Boulevard and
immediately west of Newfoundland Drive shown owtinin red on the sketch attached
as Schedule “A”. The second phase of the Projdttg5e2”) may be developed on the
portion of the Project Lands remaining after theurmtaries of the Phase 1 Lands are
finally determined (the Phase2 Option Lands’). The parties acknowledge and agree
that the exact location of the Phase 1 Lands witheProject Lands will be subject to
reasonable modification in the course of the dedaitlesign and site planning in
connection with the Development Plan approved by Board and the City as
contemplated in paragraph 15.

3. Grant of Lease and Option In connection with Phase 1, the Board and thg Wil
grant a ground lease (tHeease”) for the Phase 1 Lands (th&€ased Premisey to a
limited liability company, limited partnership oomporation (the Tenant”) owned or
controlled, directly or indirectly, by Henry KallanHKH will be engaged to operate the
Hotel in a manner and to a standard consistent etitar HKH hotels as described in the
Response. Concurrently with the entering into ef tlease, the Board and the City will
grant to the Tenant an option to lease the Ph&3ptidn Lands (the Phase2 Option”)
upon and subject to the terms and condition setngpdiragraph 11.

4, Initial Term of Lease and Renewal Terms The initial term of the Lease Iiitial
Term”) shall be for a period of forty-nine (49) year®nemencing on the date
construction of the Project commences which fois¢hpurposes means the earlier to
occur of: (i) the date on which the excavationh® Phase 1 Lands or the driving of piles
in accordance with the foundation permit issuedthie Tenant by the City for the
purposes of constructing the Hotel, is commencedj)dvay 1, 2011.

There shall be two renewal terms of the Leasevienty-five years each, exercisable at
the option of the Tenant. Minimum Rent and Perggnt@ent during the renewal terms
shall be the fair market rent for the Leased Presjigssuming the use of the Leased
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Premises as a hotel and ancillary uses (and/ootrer uses then permitted pursuant to
amendments, if any, to the Lease).

[Criteria to consider when calculating Minimum Remtd Percentage Rent outlined in
Confidential Attachment]

Any dispute regarding the Minimum Rent and/or Petage Rent for a renewal period
shall be determined by arbitration conducted iroedance with thérbitration Act, 1991

(Ontario).
5. Minimum Rent: See Confidential Attachment to this report
6. Percentage Rent See Confidential Attachment to this report

The Tenant will provide accurate monthly reportd andited financial statements to the
Board annually prepared by an audit firm with askefive partners for the purpose of
confirming the calculation of the Percentage Reiihe Board shall have the right to
inspect the Tenant’'s books and records pertainmgGtoss Room Revenues on
reasonable notice at any time throughout the Inlieam and any renewals thereof, and
upon reasonable notice to conduct an audit if tbar® deems it appropriate. If the
results of the audit reveal that the Tenant harstated Gross Room Revenues by more
than 3%, then in addition to any other remediesBbard might have, the Tenant shall
pay all of the Board’s related auditing expenses.

7. Definitions of Gross Room Revenues The term Gross Room Revenuésas used in
this Letter Agreement shall mean all revenues @rg\kind (whether in cash or on
credit) resulting from guest room charges attriblgato the rental of sleeping
accommodation in the Hotel to guests and tenafier @educting from said proceeds all
necessary expenses incurred in the adjustmentli@cioon thereof). The term Gross
Room Revenues shall not include or there shalldshucted therefrom, as the case may
be: (i) revenues received from Hotel guests, temaressees, licensees and
concessionaires and other persons occupying spatbe dlotel not attributable to the
rental of sleeping accommodations including reventgeeived from the sale of food,
beverages or other goods or the rendering of sswic Hotel guests and visitors, the
proceeds of use or occupancy insurance actualgved by the Hotel with respect to the
operations of the Hotel and all parking revenug¢e(afleducting from said proceeds all
necessary expenses incurred in the adjustmentllectton thereof); (ii) refunds granted
to transient guests or other persons, to the extadt such receipts were previously
included in Gross Revenues; (iii) gross receiptarof lessee, licensee or concessionaire;
(iv) Goods and Services tax, Provincial retail salaxes, levies or other direct taxes
imposed upon sales collected from the customers r@mditted to the applicable
governmental authority as such taxes; and (v) sticer deductions as the parties, acting
reasonably, agree upon in the course of negotiitminal terms of the Lease.

8. Deposit HKH has provided a Deposit in the amount of $28,00 with its response to
the RFP. This Deposit shall be held by the Boand, shall be refundable or subject to
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forfeiture as set out in paragraph 29(b). The Destwll be held by the Board, without
interest, and otherwise applied to the first Rarg dnder the Lease.

9. Use of Leased Premises and RestrictionsThe Tenant shall construct the Hotel on the
Leased Premises in a diligent, timely and efficiemhnner. Upon completion of
construction, the Tenant shall continuously opetla¢eHotel as set out in paragraph 1 of
this Letter Agreement. It is understood and agtbed the Tenant may close a certain
portion of the rooms periodically during the Teror fenovations and replacement of
FF&E, and provided that the number of rooms clogsedny one time is in accordance
with hospitality industry standards and affect maire than one-third of the guest rooms
at any one time, such closures shall not be coreidereaches of the covenant to operate
continuously. It is also understood and agreetlithhe Term is renewed, there could be
a need for the Tenant to close the Hotel compleielprder to undertake extensive
upgrades and renovation, and the parties agreetteeasonably to negotiate the terms
and conditions related to any such closure if ahdmit should arise.

The Leased Premises shall not be used for anyedbtlowing purposes:

o a permanent themed dinner theatre

o professional live hockey, soccer or motor racingres

o apermanent liquor licensed venue/night club sdi@lyhe purpose of providing live
and recorded musical entertainment for standingiromwd capacities of greater
than 500 persons but less than 2999 persons

0 aticketed concert venue, promoted to the genettaiq for over 500 seats

0 casino or gaming facility

In addition to the guestrooms, the Hotel shalludel a full service restaurant/ licensed
lounge, room service and meeting rooms and/or anéss centre, and may include
ancillary uses compatible with a full service hotéMore specifically, the Hotel may
include meeting rooms and/or business centre fi@silicomprising approximately
25,000 square feet as contemplated in the Resptresdinal size and configuration of
which being subject to change due to site conditiamd other design or market
considerations. The Tenant will not be bound by @nedoperations of the Hotel will not
be subject to any restrictions or exclusivity agaments made by the Board with respect
to Exhibition Place that are not explicitly provebor in this Letter Agreement.

During the Initial Term, the Hotel will not be uséa host any trade or consumer show
which had been presented at Exhibition Place puatgoaa contract with the Board in the
preceding three-year period provided however, tit@tBoard may, at its sole discretion,
waive this limitation on request of the Tenant. alkidition, the Board will, as a first
priority, refer trade and consumer show clientth®Tenant if the Board has no available
space for the dates required.

The Board will have the right, on terms to be negetl by the parties, each acting
reasonably, to book the meeting rooms and/or basioentre facilities at a preferred rate,
the details of which to be settled at the timehaf éntering into of the Lease.
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Provided further, however, that under no circumstarshall the Tenant be permitted to
include any form of residential accommodation (otikan for general manager, resident
manager and resident chief engineer, if such rasides desirable in HKH’s reasonable
judgment for the due performance of such dutiebgmothan commercial extended-stay
transient accommodation. For the purpose of thiteLeAgreement and the Lease,
extended-stay transient accommodation includesalr@iitguest rooms or suites on the
following basis:

o Rooms and suites may be rented fully furnishedftarm ranging from one day to a
maximum of 28 days

o0 In exceptional circumstances, a reservation fdag is excess of 28 days will be
permitted, with the prior approval of the Hotelsngral manager

o Services provided shall include, at a minimum, viielbusekeeping and linen
service, central telephone service, front deskki@check out service.

o0 The hotel shall continue to be marketed as a cowiaidodging facility.

Nothing in this paragraph 9 will restrict or protiblKH or the Tenant from expressing
an interest at some time in the future in develgpn operating a casino at Exhibition
Place or seeking a license to operate gaming tiasiliat the Hotel or elsewhere at
Exhibition Place as a business that is separatedestidct from the business required to
be operated under the Lease, under a new, seaatdistinct lease, should the Board
choose to entertain such uses for the groundsvieiauch expression of interest. HKH
acknowledges the Board is not obliged to invitehsan expression of interest. In
responding to any such invitation to express agr@st, neither HKH nor the Tenant will
have any rights under the Lease and will be giverspecial or preferential treatment.
Rather, HKH or the Tenant, as the case may bel Bbakquired to comply with all of
the terms and conditions of the request for expyasf interest, RFP, or like document,
as would any other entity or person wishing to egpran interest in developing or
operating a casino or other gaming facilities atiBition Place.

If, at any time during the term of the Lease bulofeing the opening of the Hotel, the
Tenant determines, on the basis of sound commengllysis relating to the hospitality
industry, that the Hotel should be restructuredhar premises reconfigured to add or
delete services or uses associated with the Hotdliding changes which might result in
the Hotel no longer being described as “full sesVjiche Tenant may request that the
Board consent to changes to the uses permittechvdoiosent shall not be unreasonably
withheld, provided that the Tenant submits with aogh request sufficient information
to support the rationale for the change (includimgncial projections to support the
requested change) and provided the Hotel shalgvioig any such change, continue to
be of a quality appropriate to the location.

Stanley Barracks HKH acknowledges and the Lease will provide titet Stanley
Barracks and its immediate surrounding area wilihotided in the Leased Premises, and
will be developed and used by the Tenant for pupo®t inconsistent with the standards
and quality of the Hotel (theStanley Barracks Use§ which may include office uses.
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The Stanley Barracks Uses will be proposed by H&tling reasonably, in the course of
and as part of the Development Plan and will bgestitio the prior approval of the
Board, which approval will not be unreasonably Wweld. The Tenant shall have up to
five (5) years from the Rent Commencement Dateampiete any alterations and/or
improvements necessary to incorporate the StankayaBks into the operation of the
Hotel. HKH also acknowledges that the Stanley B&sahas historical significance and
that any alterations and/or improvements to thédimg and surrounding area will be
subject to additional review on the basis of timpact on the historical elements.

It is understood by the parties that the block ardis directly north of the Stanley
Barracks building to Princes’ Boulevard will be gpeeved as open space so as not to
impair the visibility of the structures on the SggnBarracks lands to Princes’ Boulevard
during the Initial Term of the Lease and used ffigr purposes such as, but not limited to,
public assembly, event use or vehicular parking.

Option: Concurrently with the execution of the Lease, Board and the City will grant
the Phase 2 Option to the Tenant which shall peotidt if the Tenant is not in material
default of the Lease, at any time during the fiest (10) years following the Rent
Commencement Date, the Tenant shall have the ofitease all or from time to time
any portion of the Phase 2 Option Lands in ordexdoand the Hotel, including ancillary
uses as stipulated herein. Provided however,itithe Tenant receives a return of at
least fifteen percent (15%) per annum on all castsirred in connection with the
development of the Hotel on the Leased Premisemintwo (2) consecutive calendar
years following the opening of the Hotel, then Biease 2 Option shall terminate unless
the Tenant exercises same within the next succgedatendar year. Each notice
exercising such option shall be accompanied byreeq@ plan which shall outline the
proposed location and size of the applicable portibthe Phase 2 Option Lands, taking
into consideration the final configuration and ugfethe Phase 1 Lands including the
Stanley Barracks’ Lands and any City of Torontonpiag objectives for Exhibition
Place The concept plan shall be subject to revigwthe Board. The design and
specifications of all new construction, and anyenat alterations to existing structures,
affecting the Phase 2 Option Lands, shall, if mallgr different from the Hotel as
initially constructed, be subject to the prior apal of the Board which shall not be
unreasonably withheld, provided that if the Boamksl not give its approval within a
period of three (3) months from its submission, Temant may withdraw its notice of
exercise of option, without prejudice to its rightsubmit a new notice exercising such
option at a later date. It is understood and abtieat until such time as the Tenant enters
into a lease for all or any portion the Phase dddptands, the remaining Phase 2 Option
Lands which are not subject to a lease with theamerfor any affiliate thereof) shall
remain under the control of the Board, and the Bmaay enter into agreements for use
of such Phase 2 Option Lands with third partiesyijgied that the use to be made of the
Phase 2 Option Lands is not inconsistent with thedards and quality of the Hotel and
does not interfere with or detrimentally affect thyerations of the Hotel, and further
provided that any such agreement is subordinatékid’s option rights and for a term
which is not inconsistent with and would not ineggf with the Tenant’s option rights
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described herein. Minimum Rent and Percentage fRethe Phase 2 Option Lands shall
be in addition to, Minimum Rent and Percentage Ramnthe Leased Premises. Minimum
Rent for the Phase 2 Option Lands shall be the sentlee Minimum Rent for the Leased
Premises (assuming that Tenant exercises the ofuioall the Phase 2 Option Lands;
otherwise the Minimum Rent for the Phase 2 Opticands shall be pro-rated).
Percentage Rent for the Phase 2 Option Lands Isbalalculated in the same manner as
Percentage Rent for the Leased Premises. If thanfegxercises an option to lease
Phase 2 Option Lands, either the Lease will be aermo include such Phase 2 Option
Lands in the definition of the Leased Premisestlier then residue of the Term of the
Lease (including renewal terms), or, at the optibthe Tenant, the Board and the City
will enter into a new ground lease for such Pha&pfion Lands with the Tenant or an
affiliate of the Tenant which shall be on the samns and conditions, including the
termination date and all renewal options as thesée@do the extent that the Tenant has
not exercised options to lease all of the Phase@®o® Lands within the first ten (10)
years from the date on which construction of PHase completed and the Hotel has
commenced operations, the option shall expire andftno further force or effect. The
Tenant covenants and agrees that in exercisingptisn, if the option will affect less
than all of the Phase 2 Option Lands, the Tenaatl sttt reasonably so that those
Phase 2 Option Lands remaining under the Boardrabshall at all times be useable
parcels of land.

Union Agreements HKH hereby acknowledges that the Board has collecti

agreements with the following local unions and Hiil take all necessary action in the

construction and operation of the Hotel not to e Board in breach of any of these
agreements, it being understood that the foregsivadl not extend to any new collective
agreements bargained by the Board with unionsisted below and entered into after the
date hereof:

(@) Labourers’ International Union of North America, dab#506 (Material
Handling/Cleaning);

(b) The United Association of Journeymen and Apprestafethe Plumbing and Pipe
Fitting Industry of the United States and Canadaal Union 46;

(c) The International Alliance of Theatrical Stage Eaygles and Moving Picture
Technicians, Artists and Allied Crafts of the UditeéStates and Canada,
Local #58, Toronto;

(d) The Ontario Provincial Council, United BrotherhaafdCarpenters and Joiners of
America (O.P.C.), Local Union 27;

(e) Canadian Union of Public Employees, Local 2840 KirgrServices);
() International Brotherhood of Electrical Workers,cabUnion 353; and

(9) International Brotherhood of Painters and Allie@de District Council 46.
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HKH further acknowledges that some work performeHxhibition Place is governed by
provincial collective agreements. Provincial I@rtification is possible in relation to
construction work related to the collective agreetsedescribed in (a) — (g) above,
resulting from negotiations which are not controlte negotiated by the Board.

For greater certainty, it is understood and agrédet the phrase “new collective

agreements bargained by the Board with unionsistetd below and entered into after the
date hereof” does not include the renewal of exjisagreements with the unions listed,
whether on the same or different terms and condtio

In the event a union successfully asserts throhglgtievance and arbitration procedures
of the collective agreement that the Board is gabh thereof, and if the said breach was
caused by the Tenant’s failure to comply with ildigations in this paragraph 13, then
the Tenant shall make the Board whole in respeeinddrbitration award rendered by an
arbitrator against the Board (including, to theeextnot included in such award, the
Board’s reasonable professional fees incurred mmeotion with such proceedings) to the
extent resulting from the Tenant’'s breach of itgathions under this paragraph. HKH
shall not be considered to have breached its didigm in this paragraph if HKH’s
actions which resulted in the grievance were takegood faith and without intent to
cause the Board to be in breach of the collectireement in question, and provided that
HKH fully reimburses the Board in respect of ittdsdgamages awarded. Unless HKH has
persistently been in breach of its obligationshis paragraph 13, any such adverse award
shall not entitle the Board to exercise any rightdrminate this Letter Agreement, the
Lease, the Phase 2 Option or any other ancillaryeagent between the parties hereto.

The Board agrees that it shall not agree to anyndment to the Labourers’ International
Union of North America, Local #506 (Material HamjiCleaning) which would have

the effect of extending the scope of the work cegldoy the said agreement to include
food and beverage handling and preparation at theelHvithout the concurrence of

HKH.

HKH acknowledges that the covenants made by thedBimarespect of its negotiations
relating to the collective agreements relate sotelymatters within the control of the
Board, and are subject to any legally binding dens of the Ontario Labour Relations
Board relating thereto.

The Board agrees that, at the time of any futugotiations of the above-noted collective
agreements during the Term, it will consult with HKand provide HKH with an
opportunity to advise the Board of any concernsuggestions it might have pertaining
to the collective agreement in question. The Baagckes to give due consideration to
any matter so raised by HKH, but can make no assagas to whether any matter will
be tabled for discussion in negotiations or thesjixds outcome.

The Board further agrees to provide such reasonafdemation as HKH may from time
to time require to fulfill its obligations un thiBaragraph, and throughout the Term to
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13.

14.

notify HKH of any revisions to or new collective reagments entered into with the
aforesaid unions, and to provide HKH with copiesréof once finalized and signed.

HKH agrees that it will not object to or prevene thnionization of the hotel workforce
within the Hotel Premises. Without limiting the ngeality of the foregoing, it is
understood and agreed that HKH shall have the t@ghegotiate a first contract with any
such union on terms which are reasonable and addepgb HKH.

Exclusivity:

€)) During the term of this Letter Agreement, the Boagilees that it shall not enter
into negotiations with any other party relating thee development of a hotel
within Exhibition Place. Similarly, HKH agrees thia shall not negotiate with
any other party within the City of Toronto for tdevelopment of a hotel until the
Tenant has entered into the Lease and construstidhe Hotel has commenced;
and

(b)  The Board agrees that the Lease shall grant tGe¢hant so long as the Hotel is
operating at the Leased Premises, the exclusite togoperate a hotel:

0] during the period commencing from the executiothefLease and ending
on the date which is fifteen (15) years after thenRCommencement
Date, within the whole of Exhibition Place; and

(i) during the remainder of the Initial Term, withiretportion of Exhibition
Place which is located to the east of Ontario Drive

For the purposes hereof, Exhibition Place inclualesf the lands over which the Board
has authority on the date hereof.

Other Terms of Lease The Lease shall be completely net and carefvedd Board.
Without limiting the generality of the foregoindne Tenant shall pay all taxes related to
its use of the Hotel and its related ancillary uaed the Tenant's operations thereon,
including goods and services taxes, harmonized sakes or any other taxes imposed on
all sums payable as rent under the Lease. The Tatkmowledges that this Letter
Agreement contains the basic terms and conditigas which the Board will lease the
Leased Premises to the Tenant, and that supplemeetans and conditions shall be
contained in the Lease. The Lease to be execwytedebparties will be prepared using
the Board’'s form of lease, and incorporating thevmions of this Letter Agreement.
Without limiting the generality of the foregoing, is understood and agreed that the
Lease will include provisions requiring that then@at:

o apply for a building permit for the Hotel no lattean November 1, 2010
0 commence construction of the Hotel no later thar{&) months following issuance
of the building permit
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16.

10

0 substantially complete construction of the Proyeithin twenty-four (24) months of
the date of commencement of construction,

0 obtain all necessary permits for the constructioth @peration of the Hotel

0 carry on its operations at the Hotel in complianith all applicable laws

0 operate, maintain, repair and insure the Hotelqaality and standard consistent with
full service hotels of comparable size and qualfityoronto’s business districts

The stipulated timelines shall be subject to farageure provision and further, if either
party has been working, and continues to workgediiily to move forward on the matters
to meet these timelines but reasons outside th&eataot either party (i.e. heritage or
historical or planning issues, or the Tenant’s iligbto timely obtain the necessary
construction financing for the Project despite mgkaliligent efforts to do so and having
the necessary equity financing for the Projectlalaée) cause the timelines to be missed,
then the other party shall not unreasonably withhtsl consent to a request for a further
extension for a period of time sufficient to contpléhe matters remaining to be resolved.

All documentation shall be in a form and conteniséactory to the City Solicitor. The
Board’s form of lease will be subject to: (i) sugasonable changes as are necessary to
give effect to the provisions of this Letter Agresmy and (ii) such amendments as may
be agreed upon following good faith negotiationsMeen the Board and the Tenant, each
acting reasonably. The parties will use their lefirts to finalize and execute the Lease
by June 30, 2010.

Development Plan The Board acknowledges receipt of the concepivohgs prepared
and submitted by Maragna Architect Inc. dated 082 support of the Development
Plan for Phase 1. HKH acknowledges that the subamisdoes not include the detailed
financial information that was stipulated in the IL&® be included as part of the
Development Plan. The Board acknowledges thaastdpproved the concept drawings
dated August, 2009, although both parties acknaydezhd agree that the Development
Plan will be subject to refinement and possible muingent as HKH proceeds through the
consultations to be held, and responds to feediemkved, during the steps required to
obtain all planning approvals.

The Board agrees that upon reasonable advancenatd and its representatives shall
be given access to the Phase 1 Lands at all realsotimes in order to complete such
planning, design, engineering and surveying, ambpring such excavating and drilling

for soil and ground water analysis (subject to sup®n by and in locations acceptable
to the Board acting reasonably) (collectively thespections’) on or about such lands as
may be reasonably required to permit HKH to refie Development Plan as
contemplated in this paragraph 15. HKH agreesltalfi excavations and drilled holes

made by it and to level the areas so excavatedl@ddand otherwise will use reasonable
efforts to restore the lands to their state andlitmm prior to the Inspections.

Approvals and Documentation The Development Plan shall be subject to approya
the Board and City Council, which approval shalt @ unreasonably withheld or
delayed. Concurrently with the refinement and cdersition of the Development Plan,
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18.

19.

20.

11

the parties agree to work diligently in the preparaand negotiation of the terms of the
Lease, the Phase 2 Option and all other ancillaguohents necessary or advisable to
give effect to the terms of this Letter Agreement.

Alternative Site Plan Approval Process Following approval by City Council of the
Development Plan, the parties agree that the glanghe Project shall be submitted to
and finalized in accordance with the City’'s “altat® site plan approval process” for
Exhibition Place and that no building permit foetRroject shall be issued by the City
until such site plan approval has been obtaineé. Bbard agrees that, once it and City
Council has approved Development Plan, it will\ai co-operate with and support the
Tenant’s efforts to obtain any other approvals meguto proceed with construction and
operation of the Hotel including providing writtexpressions of support and facilitating
and expediting the consideration of any submissioasle by the Tenant to applicable
authorities. After approval by the Board of the Blepment Plan, and provided that the
proposed Hotel continues to be of a quality anchdaed consistent with full service
hotels of comparable size and quality in Torontbissiness districts, only material
changes to the stipulated facilities of the Hotekaibed in the Development Plan,
including the number of guest rooms, size or camrgon of the meeting room space, or
the exterior elevations and/or specifications @&f Hotel, or the name of the Hotel, shall
require the approval of the Board, not to be uroeably withheld.

Naming Rights. The Lease will provide that the Hotel shall kemed or such other

name as is approved by the Board, which approwal siot be unreasonably withheld

and that all exterior signage is subject to the rBsapolicies relating to signage at
Exhibition Place, as well as normal site plan aedetbpment approvals, provided that
the parties acknowledge and agree that Board aphstnall not be required for and the
Tenant shall be entitled to exterior signage tamatnodate the name of the hotel. Any
change to the name of the Hotel shall require thar@s prior approval, which approval

shall not be unreasonably withheld, provided howeite shall not be deemed

unreasonable for the Board to withhold consent wtiee proposed name of the hotel
conflicts with signage, sponsorship or advertisiigits granted by the Board to other
parties and which rights are in effect at the toh@enant’s request.

Coordinated Services — Parking The design of the Hotel shall include parkingsgs
for approximately 400 vehicles as part of the Ribj&he rates for parking charged by
the Tenant to patrons, who are not guests at tte¢ twoattending events at the Hotel, will
not be lower than the rates charged from timene tby the Board for similar parking at
Exhibition facilities.

Coordinated Services — Marketing The Board will include the Hotel with the Direct
Energy Centre and the Automotive Conference Cesmdrevell as the other year-round
activities and events occurring on the Exhibitiolace site in marketing programs
conducted by the Board (where appropriate anddartutual advantage of both parties).
As well, the Hotel would be promoted directly aridna charge by Exhibition Place
(through electronic billboard signs on the Gardirnexpressway provided under
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agreement with third parties) as part of its omgoiyear-round promotion of the full
complement of activities and events available andite. The Hotel will be referred to
by the Board in all of its marketing efforts andterals as the only “official” hotel for
Exhibition Place, including the Direct Energy Centind the Automotive Conference
Centre. As part of the Lease, the parties will i a marketing procedures plan,
which will detail the conference centre event plagnfor the Automotive Conference
Centre and the Hotel.

Coordinated Services — Construction The Board and the Tenant shall cooperate with
one another so that construction activities aréopered based on a reasonable schedule
in accordance with an approved schedule which takés account scheduled events at

Exhibition Place as well as the financial impacso€h schedule on the Tenant.

Restrictions on Access HKH acknowledges and the Lease will reflect fhet that
access to Exhibition Place will be limited duringrtain designated special events
including, but not limited to, the Toronto GrandixPand the CNE, which will cause
inconvenience to guests, visitors, employees apg@lgus of the Hotel. The Lease will
provide for the Tenant to acknowledge and agreeitlshall have no claim against the
Board for any inconvenience or costs incurred assalt thereof, provided that during
such designated special events, reasonable aedaist Ghall be delineated in the Lease)
is maintained to the Phase 1 Lands and the Ph&3gtidn Lands, if the option is
exercised, for delivery vehicles, patron vehiclegl gpedestrians will be maintained
through either the Direct Energy Centre parkinglitees, or through surface access from
Newfoundland Drive and on that basis, there willdgeess at all times for Hotel guests
and visitors, to and from the Hotel.

Waterfront Revitalization: HKH acknowledges that it is aware of the joinitiative
undertaken by the City of Toronto, the Federal Gorent and the Province of Ontario
with respect to the renewal of Toronto’s waterfréamds (which include Exhibition
Place) and the incorporation of Waterfront Toroffrmerly the Toronto Waterfront
Revitalization Corporation) to lead this waterfreahewal. HKH shall familiarize itself
with “Our Toronto Waterfront”, a report presentedGouncil by the Toronto Waterfront
Revitalization Task Force led by Robert A. Fungd &klaking Waves” a report issued
by City of Toronto City Planning in October 200Llminating in the adoption of the
“Central Waterfront Secondary Plan” by Council iprA, 2003. In addition, Waterfront
Toronto is required to produce on an annual basiBuainess Plan” and once produced
the Tenant shall familiarize itself with this anhidan as amended and supplemented
from time to time. For the purpose of this clau€eur Toronto Waterfront”, “Making
Waves”, the “Central Waterfront Secondary Plan” #mel Waterfront Toronto “Business
Plan” are referred to collectively as th&/aterfront Revitalization Plan”. In particular
and without limiting the generality on the restiocis on use as set out in this letter, HKH
acknowledges that any change in the concept/utieedflotel permitted under this letter
and to be permitted under the Lease may interféfeav be prohibited by the Waterfront
Revitalization Plan, and acknowledges that, theesfthe Board may, acting reasonably,
withhold its consent to a proposed change of cavusp of the Hotel and acknowledges
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that, without limitation, it will be reasonablerfthe Board, in making its determination
to withhold or to give its consent to the proposdthnge of concept/use, to make
reference to the Waterfront Revitalization Plan.

Real Property Taxes The Tenant shall pay all taxes, rates, dutissessments, license
fees and other charges that are levied, chargexksessed against or in respect of all
businesses, improvements, equipment and facilitEsthe Tenant, its subtenants,
assignees, licensees, franchises and other ocsupardr in the Leased Premises or any
part or parts thereof, or against or in respecttha City/Board on account of its
ownership thereof or interest therein to the extkat the City/Board is assessed for any
such taxes, duties, assessments and other charties of the same being levied, rated,
charged or assessed against the Tenant. The Bgesds to co-operate with HKH and
not to object to or advocate against any applicatio the part of HKH or the Tenant to
obtain incentives intended to reduce property tdkas would otherwise be payable by
the Tenant including property tax relief under a@gmmunity Improvement Plan
(“CIP") or Tax Increment Financing or Tax Increment Bmlent Grant (TIF”)
incentives, exemptions or reductions of buildingnpié fees and development charges
and, to the extent applicable, any incentives ddoe sustainable development and/or
energy conversation measures in buildings.

Assignment/Subletting HKH shall not assign its rights under this Letfggreement
other than to a limited liability company, limitgzhrtnership or corporation owned or
controlled, directly or indirectly, by Henry Kallamithout the consent of the Board not to
be unreasonably withheld or delayed. The Leaskprilvide that the Tenant will not
assign, sublet or part with the possession of #esed Premises or any part thereof to an
arm’s length assignee without first obtaining tlisent of the Board in writing, which
consent shall not be unreasonably withheld or @elayand will not, under any
circumstances, license or sublease all or any gomir portions of the meeting room
space and/or business centre facilities in the I[Huteer than to a licensee or subtenant
that has otherwise been approved by the Board ¢ordance with the Lease, which
approval shall not be unreasonably withheld or yBla For greater certainty, an
“assignment” shall include a change in the effectiontrol of the Tenant by any means
whatsoever which results in HKHotels no longer hgwiirect or indirect control of the
operation of the Hotel. Notwithstanding the foregpithe Tenant shall have the right
without the consent of the Board or the City unither Lease but on notice to the Board to
license or sublease premises within the Leased iBesnto third parties for purposes
which are ancillary to the primary use of the LebBeemises as a Hotel such as, by way
of example only, a magazine stand, restaurantéskiny operators, beauty salon, and car
rental kiosk. Any change to the identity of the i@er of the Hotel shall require the
approval of the Board, which approval shall noubesasonably withheld or delayed.

Leasehold Mortgage The Tenant shall be permitted, without Boardrapal to obtain

leasehold mortgage financing from one or more lender construction and take-out
financing and to give security over the Lease weéhpect thereto. Mortgage lenders
shall receive certain protections including notafedefault, reasonable opportunity to
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cure default (being a period beyond the tenantacgrperiod), and a right to an
assignment or replacement of the lease on the saminuing terms if the Tenant's
default is not curable. The Board agrees to entera tripartite agreement with any such
lender and the Tenant reflecting on terms whichuihe the foregoing protections
reasonably satisfactory to all parties.

27. Conditions: The parties’ obligations to enter into the Leabe Phase 2 Option and any
other ancillary agreement will be conditional upihre following (the Conditions”),
which shall be satisfied or waived within a period periods of time set out in
paragraph 30 below.

(@) Delivery to HKH or confirmation that Leased Premsises been declared surplus
by the City of Toronto;

(b)  Approval of this Letter Agreement by the Board &ity Council;

(© HKH and the Board and if required, City Council aHdritage Toronto being
satisfied with the Development Plan;

(d) HKH being satisfied, in its sole discretion withkethuitability of the site, soil and
environmental condition of the Leased Premises, witd title to the Leased
Premises;

(e)  Approval of the Lease, the Phase 2 Option and alafed agreements by HKH,
the Board and if necessary, City Council; and

() HKH and the Board being satisfied with the finamcerrangements relating to
construction of the Hotel including the terms oy dripartite agreement among
the Board, the Tenant and lender(s).

28. Financing Plan. HKH shall prepare and submit to the Board ferapproval a Financing
Plan which, as a minimum, will contain:

o Financial projections, to the level of Earnings @efinterest, Depreciation,
Amortization and Taxes for a period of not lesstten complete years following
opening of the Project

o Final capital cost estimates based on the DevelapRlan

0 Letters of reference from HKH's current lenders

29. Termination;

(@) Both parties shall negotiate the terms and conustiof the Lease and the Phase 2
Option in good faith and neither party shall beeahb terminate this Letter
Agreement unless the other party has failed to ¢pmypth the terms of this
Letter Agreement after written notice and a reabbnapportunity to cure is
given or if both parties mutually agree to terméntitis Letter Agreement.
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Only if the Board exercises its right to termin#ités Letter Agreement due to
HKH'’s failure to comply with the terms of this Lett Agreement where such
failure continues after the Board has given HKHtt®n notice and a reasonable
opportunity to cure such failure, the Board shallemtitled to retain the deposit.
In the event of termination of the Letter Agreemémt any other reason, the
Board shall refund the Deposit to HKH, without ist.

If the Board exercises its right to terminate thetter Agreement in accordance
with the forgoing, HKH acknowledges and agrees thathall have no claim

against the Board for any costs and expenses ety HKH to the date of

termination.

Either party shall have the right, but not the gddiion, to terminate this Letter

Agreement by written notice to the other, if angpsbutlined in the timetable

below has not been achieved within 6 months folhmathe targeted date set out
below through no fault of either party.

30. Timetable: The terms and conditions set out in this Lefigreement comprise the key
business terms of the agreement between the BodriigH. While the LOI included a
schedule setting out a timetable for the futuregpstéhe parties acknowledge that they
have revised the timetable for completing the mattequired for completion of the
Hotel Project to the form below:

October 1, 2009 Board of Governors Business Devedop
Committee

October 8, 2009 Special meeting of the Board of&bioors

September — December 2009 Declaration of Developlan lands as surplus
by City

September — December 2009 HKH satisfied on soilfeninental conditions,
title and all other due diligence including union
Issues

November 1, 2009 City of Toronto Executive Comnatte

November 30 & December 1, 2009 City Council

January 1, 2010 —September 30, 2010 Completiotiezhative site plan process with

City Planning & completion of contract drawings
for building permit application by HKH

June 30, 2010 Finalize & execute Lease

December 31, 2010 Deliver letter of intent fromagaized lender to

provide necessary construction and (at HKH’s
option) mini-permanent financing for the Project.
Deliver letter of intent from a qualified invests)(
to provide necessary equity financing for the
Project

May 1, 2011

Building permit issued and constructegins
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within the next 5 months
October 1, 2011 — October 1, 2013 Constructionr@p@4 months)
November 1, 2013 Opening of the hotel
31. Additional Comments on Timing: This timetable provides guideline dates only and

32.

33.

34.

35.

36.

subject to further discussions and agreement betw#€¢H and the management of
Exhibition Place. Moreover, if either party hassbewvorking, and continues to work,
diligently to move forward on the matters which emoutstanding, then the other party
shall not unreasonably withhold its consent tocuest to extend the dates for a period of
time sufficient to complete the matters remainimdpé resolved.

Good Faith Negotiations We agree to work diligently, co-operatively, amdgood
faith with one another toward the shared goal gfotiating, finalizing and executing the
Lease, the Phase 2 Option and any other requiredllaayp documentation as
contemplated in this letter. The parties understamdl agree that this Letter Agreement
contains provisions that are intended by the pattiebe legally binding and that while
this Letter Agreement also sets out the principains of the Lease and Phase 2 Option
and any required ancillary agreements, there agéiaolal terms relating thereto and to
the development of the Project have not as yet h@gndefined and that will require
further discussion and negotiation.

Costs Both the Board and HKH agree that each will égponsible for their own costs,
fees, disbursements and expenses incurred in #am@tion and negotiation of this
Letter Agreement, the Lease and all related documtien.

Schedule “A” attached to this Letter Agreementioet the potential development lands
which will be the subject matter of the DevelopmBran. The parties acknowledge that
any Development Plan will have to protect the fights of the Board to license, on an
annual basis, to the Toronto Grand Prix that aiglalighted as the existing pit lane area.

Landlord as Municipal Corporation: Nothing in this Letter Agreement derogates
from, interferes with, or fetters the exercise bg City, its officers, employees, agents,
representatives or elected and appointed offic@lgll of its rights and obligations as a
municipality (whether discretionary or mandatorgy, imposes any obligations on the
City in its role as a municipality, and the Cityadimot be prevented from or prejudiced
in carrying out its statutory rights and resporigibs, including its planning rights and

responsibilities.

This Letter Agreement sets forth the entire agregraed understanding among parties
pertaining to the subject matter hereof and supeseall prior agreements,
understandings, negotiations and discussions, whaihal or written, of the parties,
including as set forth in the Response, and thezena warranties, representations or
other agreements between the parties in connegfitbnthe subject matter hereof except
as specifically set forth herein.
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