County of Santa Cruz

PROBATION DEPARTMENT

P.0. BOX 1812, SANTA CRUZ, CA 95061-1812
(831) 454-2150 FAX: (831) 454-3035

JOHN P. RHOADS
CHIEF PROBATION OFFICER

August 6, 1999 Agenda: August 17, 1999

Board of Supervisors
County of Santa Cruz

701 Ocean Street

Santa Cruz, California 95060

Approve and Authorize Chief Probation Officer to Sign Real Property Lease Agreements for
Challenge Grant Day Treatment Program Sites in Santa Cruz and Watsonville

Dear Board Members:

Included in the County Administrative Officer’s FY 1999-2000 supplemental budget report was the
acceptance of funds from the State Board of Corrections-Juvenile Crime Enforcement and
Accountability Challenge Grant program, which established two day treatment centers for Probation
Youth, one center in South County and one in North County. Each center includes school services,
Probation supervision, drug and alcohol treatment, vocational services, mental health treatment, and
recreational activities.

The Probation Department, in partnership with Children’s Mental Health and the County Office of
Education, and with assistance from the Department of Public Works, Real Property Division, has
successfully located sites in Santa Cruz and in Watsonville for the day treatment centers.

The proposed site in Santa Cruz is located at 207-C McPherson Street, in an industrial area on the west
side, near Mission Street. This site encompasses approximately 4,581 square feet of space, and was
chosen for its general layout and proximity to public transportation. The County Department of Public
Works, Real Property Division, has negotiated a 36-month lease agreement with Wave Crest
Development, Inc., for the period October 1, 1999 through September 30, 2002. Monthly base rent is
$5,581, which includes construction of required tenant improvements to provide adequate classroom
and office space. Additional costs for the tenant’s pro-rata share of property taxes, utilities,
insurances, and common area charges are estimated at $837 per month. Approximate leased square
footage for this site is 4,581.

The proposed site in Watsonville is located at 930-962-966 East Lake Avenue, in the back area of the
East Lake Village Shopping Center, encompassing three suites. This site was also chosen for its general
layout and and access to public transportation. The Real Property Division has negotiated a 36-month
lease with 6-C’s East Lake Village Shopping Center for the period September 15, 1999 through
September 14, 2002. Monthly base rent is $4,942 , which also
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includes construction of required tenant improvements to provide adequate classroom and office space.
Additional costs for the tenant’s share of property taxes, utilities, insurances, and common area charges
are estimated at $415 per month. Approximate leased square footage for the Watsonville site is 4,153.

The City Manager and Chief of Police for the City of Watsonville and the City of Santa Cruz were
contacted by the Chief Probation Officer and have approved the site locations in their respective
jurisdictions. Both sites are appropriately zoned for general office use.

Costs for the leased office space are included in the Challenge Grant funding award, and there is no
increase in county cost associated with these lease agreements.

At this writing, the North County lease agreement has been finalized and is available for your Board’s
review. Agreement on the terms of the South County lease has been finalized, however, the lease

agreement document is currently in production and will be submitted to your Board on August 16,
1999,

IT IS THEREFORE RECOMMENDED that your Board:

1) Approve the attached ADM 29 Request for Approval of Agreement encumbering $
63,343 from funds available in appropriations account 574300-3810, Rents and Leases-
Structures, to Wave Crest Development for Probation Challenge Grant office space at
207-C McPherson, Santa Cruz; and authorize the Chief Probation Officer to sign the
lease agreement on behalf of the County; and

2) Approve the attached ADM 29 Request for Approval of Agreement encumbering $
53,155 from funds available in appropriations account 574300-3810, Rents and Leases-
Structures, to 6-C’s East Lake Village Shopping Center for Probation Challenge Grant
office space at 930-962-966 East Lake Avenue, Watsonville; and authorize the Chief
Probation Officer to sign the lease agreement on behalf of the County.

Sincerely,

HN P. RHOADS
Chief Probation Officer

JPR:FN

RECOMMENDED:

fﬁ\(\o\/

SUSAN A. MAURIELLCO

County Administrative Officer
cC: County Administrative Officer Department of Public Works, Real Property Division
County Counsel Probation Department

Auditor-Controller




COUNTY OF SANTA CRUZ 5
REQUEST FOR APPROYAL OF AGREEMENT

~0: Zoard of Supervisors FROM: . .
Zounty Administrative Officer Pr’ obati on (Dept.)

Zounty Counsel q P ‘ ,
Auditor-Controller X - rT&» <y 1w(0,<./ {Signature) 8/6/99—(D01e)

The 2oard of Supervisors is hereby requested to approve the cﬁz&h}é agreement and authorize the execution of the same.

$-id agreement is between the Probation Department, Santa Cruz County (Agency)

od_EASTULAKE V UAGE Sirpnld revmr 16 L BASTLARE AVE (Name & Address)
2. The ogreement will provide _Lease agreement for office space at 930-962-966 East Lake Avenue

Watsonville
for Challenge Grant Program
3, The agreement is needed
Septenber—15 %

4. Period of the ogreement is from Lxshokeemxd, 1999 to  Septenber B0, 2002
5. Anticipated cost is $ 4,942 base rent; $415 NNN charges {Eiced:aREiRE Monthly rate; NeFioexCeed]

5 2emorks: ©Stimated. cost FY 1999-2000 is: 53, 155 including base rent, NNN charges, and initial
emarkKs:

rent deposit /‘f(fm 5/’;//i2

574300 Chal |l enge G ant (Index#) 3810 (Subobject

7. Appropriations are budgeted in

NOTE: IF APPROPRIATIONS ARE INSUFFICIENT, ATTACH COMPLETED FORM AUD-74

Ap;r:priction@'rovoilcble cniMifksncumbered. Contract No. C D) q / 67 2O Date
are no
C‘—/ B GARY A. E%SON, Auditor - Controller
By 4)/14164{ X— -’4\;&7\ Deputy

!
PrOPOﬁ%Iiré:)g_iepwlggb%néi%ﬁgr%\fefliézﬂs recommended that the Board of Supervisors approve fhtga\%{py\egf a da%%tgoa]znelzrhe

to execute the same on behalf of the

Probati on Depart ment
(AgenCY)- County Administrative Officer

Remarks: Q%)
By Dote . 7”/44,
(Analyst)

Agreement approved as to form. Date

Distribution:

Bd. of Supv. - White Stale of California )

Auditor-Controller - Blue ss
County Counsel - Green * County of Santa Cruz )
Co. Admin. Officer - Canary I ex-officio Clerk of the Board of Supervisors of the County of Santa Cruz,

Auditor-Controller - Pink

Originating Dept. - Goldenrod State of California, do hereby certify that the foregoing request for approval of agreement was approved by

said Board of Supervisors as recommended by the County Administrative Officer by an order duly entered
‘To Orig. Dept. if rejected. in the minutes of said Board on County Administrative Otficer
19 By Deputy Clerk

ADM 29 (6195)




COUNTY OF SANTA CRUZ Lf
REQUEST FOR APPROVAL OF AGREEMENT

T0: 2Zoard of Supervisors FROM: Probation '
Zounty Administrative Officer (Dept..

Zounty Counsel . 8/6/99
Auditor-Controller LMQ-E-@&LCL {Signature) {Date)

The 2oard of Supervisors is hereby requested to approve the attachéd agreement and authorize the execution of the same.

Probation Department, Santa Cruz County

1. S=zid ogreement is between the (Agency)

ad. Wavecrest Devel opnent, Inc. 530 Chestnut St., Santa Cruz CA 95060 (Name & Address)

| ease agreenment for office space at 207-C McPherson St, Santa Cruz

2. The agreement will provide

3. The agreement is needed for Challenge Gant Program

Cctober 1, 1999 Sept enber 30, 2002

4. Period of the agreement is from to

5,581 base rent; $837 NNN charges

5. Anticipated cost is $ (Ftxeetbrumoxit; Monthly rate; Jtoxtocentzemd

6. Remarks: estimted cost FY 1999-2000 is: $63, 343 including base rent, NNN charges, and initial

rent deposit A?WW/ 54?7/?7

7. Appropriations are budgeted in _574300 Chal | enge Grant ° (Index#)_ 3810 (Subobiject

NOTE: IF APPROPRIATIONS ARE INSUFFICIENT, ATTACH COMPLETED FORM AUD-74

& IR
Appropricfions@vcilcble and h‘:vviil beeen encumbered. Contrect No. co (7I {/ i Date 8//0 /79
are no
T GARY A. KNUTSON, Auditor - Controller
By %,,Z,{ 'Al_——- /4/(//4”'\ Deputy

\
Proposal reviewed and approved.lt is recommended thot the Board of Supervisors approve 1{45 ggreement_and authorize the
CRIET Probation Officer to execute the same on behalf of the Oogunty of Santa Cruz

Probati on Depart ment

(Agency). Cdnty Administrative Officer

) /
Remarks: \’% ) //0/
(Analyst) By Date -/ ° [T7

Agreement approved as to form. Date

Distribution:
Bd. of Supv. - White . '
Auditor-Controller - Blue State of California ) s
County Counsel - Green * County of Santa Cruz )

Co. Admin. Officer - Canary |

ex-officio Clerk of the Board of Supervisors of the County of Santa Cruz,
Auditor-Controller - Pink

Originoting Dept. - Goldenrod [ Stéte of Catifornia, dp hereby certify that the foregoing request f<.3r- approval qf agreement was approved by
said Board of Supervisors as recommended by the County Administrative Officer by an order duly entered

‘To Orig. Dept. if rejected. in the minutes of said Board on County Administrative Officer
19 By Deputy Clerk

ADM - 29 (6/95)




BTANDARD LEASE AGREEMENT
(Multi-Tenant Absolute Triple Net)

NE:

Thia Article One contaifle the Basic Terms of this Leaee between Wlave Creat
Davelopmaent, Inc.(Landlord) 530 Chestnut St, Santa Cruz, Ca. 95060 and County of
Santa Cruz (Tenant) Administration-Facllities, 701 Ccean Street, Santa Cruz, CA
95060. Other Articles, Sections and Paragraphs of the Lease referred to in thls
Article Oneexplain and define the Baslc Ternms and are to be read Ln conjunction
with the Basic Terms.

ARTI CLE oNE: BASIC TERMS

Sectlon 1.01. Date of Yease:r Angugk 6, 1999

Section 1.02. Property8 The Property le an approximately four thousand
six hundred fifty one(4,651t)aq. ft., of office space, including 223+ sq. Ft.
of common area restroom, (Exhibit A), (the "Property"). The "Property" {a a
portion of Landlord's nulti-tenant bullding consisting of 13,832+/- square feet,
known as 207 McPherson Street, Santa Cruz, California, 95060 (the "Project").
The Project includes the land, the bullding, commobn areae, and all other
improvements | ocated on the |and (Exhibit A-1). Tenant |nprovenents shall be
constructed by Landlord as provided in the Plane and specifications by pavid B.
Zullm, Inc. and approved by Tenant, ExhibitA.

Sectlon 1.03. Yease Term (See Section 2.01): Three (3) years beginning on
Qctober 1, 1999 and ending on Septenber 30, 2002. The Commencenent Date ahall
be October 1, 1999 (the "Commencenent Date").

Section 1.04. Option to Exteud (See Section 2.05): One - three (3) year
renewal  option.

Sectlion 1. 05. Permitted Uses (See Section 5.01): General oOfflce.
Section 1.06. Rent and other charges Payabl e by Tenant:

(a) Base Rent: The Base Monthly Rentshall be Five Thousand Five Hundred
Eighty One and no/100 Dollars {$5,581,00) per month, for the first three years
of the Lease Term as provided in Section 3.01, and shall be increased on the
first day of the option term (37th) monthafter the Commencenent Date as provided
in Section 3.02.

(b) Other chargas: Tenant shall pay its prorata share, which is thirty
three point six per cent (33.6%), oft (i) Real Property Taxes (See Section 4.02)
(L1) Utllitles (See 8ection 4.03)~ (iLi) Insurance Premiums (See Section 4.04});
{ivy Common Area Charges (See Sectlon 4.05)~ (v) Reserves (See Section 4.05); and
(vi) Maintenance, Repalrs and Alterations (See Article Six).

Section 1.07. Rent Deposit (See Sectlon 3.03, 3.04). Tenant U hall Pay to
Landl ord the sum of Five Thouaand Five Hundred Efighty One no/100 Dollars
($5,581.00) upon execution of this Leaee to be usedasprovlided in Section 3.03
bel ow.

ARTI CLE TWO: LEASE TERM

Sectlion 2.01. Lease of Property Fcr Lease Term Landl ord | eases the
Property to Tenant and Tenant leases the Property from Landlord for the Lease
Term The Leaee Term is for the period stated in Section 1.03 above. The
"Comrencenent Date" shall be the date specified in Section 1.03 abovefor the
beglnning of the Lease Term

Section 2.02. Early Occupancy. Tenant shall bepermitted to occupy the
Premises prior to the cCommencement Date. Such early entry shall be at Tenant's
sol e risk and subject to all the terms and provisions hereof, except for the
payment of Base Mnthly Rent or »addltlonal Rent whlch shall commence on the
Commencement Date.

Sectlion 2. 04. Holding Over. Tenant shall vacate the Property upon the
expiration orearlier terminatlon of thls Lease. Tenant shall reimburse Landl ord
for and indemnify Landlord against all damages incurred by Landl ord from any
delay by Tenant invacatingthe Property. |If Tenant doee notvacate the property
upon the expiration or earlier termination of the Lease and Landlord thereafter
accepts rent from Tenant, Tenant's occupancy of the Property shall bea”month-
to-mont h" tenancy, subjectto all of the terms of this Lease applicable to a
month-to-month tenancy, except that the Base Rent then in effect shall be
increased by eighteen percent (18%.

Section 2.05. option to Remew. Provided Tenant ils notindefault In the
performance of this Leaae, Tenant ehall havethe Option to Renew the Lease for
one (1) additlional term of three (3) years conmencing at the explration of the
initial Leaee Term (the “Option Term"). The Option shall be exerclsed by wrltten
notice given to Landlord not less than ninety (90) days, nor more than one
hundred eighty (180) days, prior to the explration of the initlal Lease Term

1 Initia]@%ﬂé_



If notice is not given in the nmanner provided herein within the time specified,
this Option ehall expire.

ARTI CLE THREE: BASE RENT

section 3.01. Tinme and Mannerof Payment. Tenant shall pay Landlord the
Base Rent in theanpunt stated in Paragraph 1.06(a) on the first dayof the Lease
Term and on the first day of each nonth thereafter, Tenant shall pay Landlord the
Base Rent,in advance, without offset, deduction or prior demand. The Base Rent
shal | bepayable at Landlord's address or at such other place as Landlord may
designate inwiting.

Section 3.02. cCost of Living Increases. The Base Rentshall be increased
as of the first (1st) day of the Option Term thirty seventh (37"') nonth and
annual ly thereafter in accordance with the increase in the United States
Department of Labor, Bureau of Labor Statistics, Consuner Price Index for Al
Urban Consuners, Al Items for the San Francisco-Oakl and-San Jose Metropolitan
Area {1982-84=100) (the "Index") as follows:

(a) The Base Rent in effect immediately before each Rental Adjustnent Date
shal | be conpared with the Index published on the nonth immediately preceding the
last Adjustnment Date to determ ne the percentage increase in the Base Rent,
except that with respect to the first Adjustment Date (first day of the thirty-
seventh (37th) nmonth after the Commencenent Date), the Index published on t[¥e
month i medi ately preceding the Commencenment Date shall be conpared with the
I ndex published on the nonth immediately preceding thefirst Adjustnent Date to
determine the initial percentage increase in the Base Rent. The increase in the
Base Rent provided for in this Section 3.02 shall not be less than two (2)
percent or nore than four (4) percent, per annum conpounded annually.

(b) Tenant shall pay the new Base Rent from the applicable Rental
Adjustnent Date until the next Rental Adjustnent date. Landlord's notice may be
given after the applicable Rental Adjustment Date of the increase, and Tenant
shal | pay Landlord the accrued rental adjustnent for the nonths el apsed between
the effective date of the increase and Landl ord's noticeof such increase with
the next installnment of rent. If the format or conponents of the Index are
materially changed after the Commencenent Date, Landlord shall substitute an
index which is published by the Bureau of Labor Statistics orsimlar agency and
which is mostnearly equivalent to the Index in effect on the Commencenent Date.
The substitute index shall be used to calculate the increase in the Base Rent
unl ess Tenant objects to such index in witing within fifteen (15) days after
recei pt of Landlord' s notice. If Tenant objects, Landlord and Tenant shall
submt the selection of the substitute index for binding arbitration in
accordance with the rules and regulations of the American Arbitration Association
at its office closest to the Property. The costs of arbitration shall beborne
equal ly by Landlord and Tenant.

Section 3.03. Rent Deposit. Upon the execution of this Lease, Tenant QO hall
deposit with Landlord a cash Rent Depoeit in theanount set forth inSection 1.07
above. Landl ord mayapply all or part of the Rent Deposit to any unpaid rentor
other charges due from Tenant or to cure any other defaults of Tenant after
reasonabl e notice to Tenant and opportunity to cure. If Landlord uses any part
of the Rent Deposit, Tenant shall restore the Rent Deposit to its full anount
within fourteen (14) days after Landlord's witten request. Tenant's failure to
do so shall beamaterial default under this Lease.

Section 3.04. Termination; Advance Paynments. Upon ternmination of this
Lease under Article Seven (Danmge or Destruction) any other termination not
resulting from Tenant's default, and after Tenant has vacated the property in the
manner required by this Lease, an equitable adjustment shall be made concerning
advance rent made by Tenant to Landl ord.

ARTI CLE FOUR: OTRER CHARGES PAYABLE BY TENANT

Section 4.01. Additional Rent. All charges payable by Tenant other than
Base Rent are called 'Additional Rent". Tenant's |eased Property is part of a
larger building, and Tenant shall pay to Landlord, its pro rata share, which is
thirty three point six percent (33.6%), of costs for Property Taxee, |nsurance
Premiunms, Commopn Area Utilities, Commpbn Area Charges, Maintenance, Repaire,
Alterations, and Reserves. Wthin ten (10) days after the end of each cal endar
year of the Lease Term Landlord ehall deliver to Tenant a statement aetting
forth, in reasonable detail, the actual costs paid or incurred bylLandl ord during
the preceding calendar year and Tenant's pro rata share of those costs. Upon
receipt of such statement, there shall be an adjustnent between Landl ord and
Tenant, with payment to or credit given by Landlord (as the case maybe) o o that
Landl ord shall receive the entire amount of Tenant's share of such costs and
expenses for such period and a new budget forthe then current cal endar year
shal | be provided to Tenant which shall set forth Tenant's new pro rata nonthly
anount due. Tenant shall pay all Additional Rent nonthly in advance with the

monthly install ment of Base Rent. The term "rent" shall mean Base Rent and
Addi tional Rent.
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Section 4.02. Reel Property Taxes.

(a) payment of Taxes. Tenant shall pa[%/ to Landlord, ae ARdditlanal Rent,
all real property taxes on the Property during the Lease Term subject to
Paragraph 4.01 above.

(b) Definition of "Real Property Tax." "Real property tax" meanss (L) any
fee, license fee |icense tax, business license fee, commercial rental tew, Levy,
charge, assessment, penalty or tax imposed by anytaxi ng authority againat the
Property or land upon which the Property le located! (ii) any tax on the
Landlord"s right to receive, or the receipt of, rent or income from the Property
or agalmst Landlord's bualnesa of leaalng the Property) (iil) any tax or chargé
for fire protection, streets, aldewalks, road nmintenance, refuse or other
services provided to the Property by any governnental agency! (iv) any tax
i nposed upon thistransaction or based upon a re-assessnent of the Property due
to a change in ownership or transfer of all or part of Landlord's interest in the
Property; and (v) any charge or fee replacing any tax previoualy included wthin
the definition of real property tax. "Real property tax" does not include
Landlord's federal or state income,franchise, inheritance or estate taxes.

{c) Personal Property Taxes,

{1) Tenant shall pay all taxes charged against trade flxtures,
furnishings, equipment or any other personal property belonging to Tenant.
Tenant shall petitfon the taxing authority to have personal property taxed
aeparately from the Property.

(ii) If any of Tenant's personal-property is taxed with the Property,
Tenant shell pay Landlord the taxee for the personal property at least ten (10)
days prior to the delinquency date of the Taxes.

Sectlon 4. 03. utilities. Tenant shall pay, directly to the approprlate
supplier, the cost of all natural gas, heat, light, power, newer saervice,
tei ephone, water, refuse diaposal and other utillties and services supplied to
the Property. However, Lf any services or utllitles are jointly nmetered with
other property, Landlord shall make a reeeonable determinatlon of Tenant's
proportionate share of the cost of such utilltliesand services and Tenant shall
pay suchshare to Landlord with the nextinstallnent of Base Rent as provlided in
Section 4.01 above.

Saction 4. 04. I nsurance Policies.

(a) Liability Insuramce, During the Lease Term Landlord shall maintain
a pollicy of conprehensive public liability insurance at Tenant's expense,
insuring Landl ord agai nst liabllity arising out of the ownership, use, occupancy
or maintenance of the Property. The initial amount of such insurance shell be
at |east $1,000,000.00 and shall be subject to periodic increase based upon
inflation, increased liabillity awards, reconmendation of professional insurance
advi sers, end other relevant factors. However, the amount of such insurance
shall not limit Tenant's 1iability nor relieve Tenant of any obligation
hereunder. The policy shall contain cross-liability endorsenents, if applicable,
and shall Lneure Tenant's performance of the {ndemnity provisions of Section
5.05. Tenant shall, at Tenant's expense, malntain such other liability insurance
as Tenant deens necessary to protect Tenant.

(b) Hazard and Rental Incone Insurance. During the Leaee Term Landlord
shall malntaln pollcies of insurance at Tenant's expense covering Lose of or
danage to the Property in the full ampunt of its replacenent val ue. Such
policles shall provide protection against all perlls included within the
classification of fire, extended coverage, vandalism, malicious mischief, speclal
extended perils (all risk),sprinkler |eakage, earthqualce sprinkler |eakage, and
Inflation Quard endorsement, and any other perile (except flood and earthquake,
unless required by any |ender holding a security interest in the Property) which
Landl ord deens necessary. During the Lease Term Landlord shall alee malntain
a rental income Fneurance policy at Tenant'6 expense, with loss payable to
Landl ord in an amount equal to one year's Base Rent, estinmated real property
taxes and insurance premuns. Tenant O hall not do or pernit tobe done anything
whi ch invalidates any such insurance policles.

(c) Payment of Preniunms; Insurance Policies. Subj ect to Section 4.06
Tenant shall pay, as Additional Rent, all premlums for the Fneurance policies
covering the Property described in Paragraphs 4.04 (a) and (b). Al insurance
shall be maintained with compani es holding a "General Policyholder*s Rating" of
not less than "A" and a flnancial rating of not lesa than Class "X” in the most
current edition of Beet's Insurance Reports. Tenant shall bellable for the
payrment of any deductible ampunt under Landlord's insurance pollcles.

(d) Tenant's Insurance. Landlord acknow edges that Tenant is a permissibly

Sel f-1nsured Public Entity as per Sectlons 990 and 990.4 of the Government Code
with respect to Liabllfty insurance.

(e) Waiver of Subrogation. Unl ess prohiblted under any applicable
insurance policies maintained, Landlord and Tenant each hereby walve any and all
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rights of recovery against the other, or against the officers, enployees, agents
or representatives of the other, for loas of or damage to its property or the

property of others under Lita control, if such loes of damage is covered by any
insurance policy in force (whether or not described in this Lease) at the tine
of such | oss or danmge. Upon obtaining the required policies of insurance,

Landl ord and Tenant shall give notice to the ineurance carxriers of this nutual
wai ver of subrogation.

Section 4.05. Conmmon Area Charges. Common areas shall nean all areas
within the Project which are available for the comon use of all tenants,
including but notlimted to parking areas, driveways, wal kways, hallways, |obby,
and restroonms. Tenant shall have the nonexclusive right tousethe Common Areas
for the purposes intended, subject to such reasonable rules and regulations as
Landl ord may establish fromtine to tine. Landl ord shall establish a Reserve
Fund (Reserves) for the nsjor replacement of the parking area, exterior painting,
HVAC, roof, and other such Common Area itens that nay or may not require
repl acenent over the Tenant's Lease Term Landl ord ehall maintain the Common
Areas in good order, condition and repair and shall operate the Project, in
Landl ord's sole. discretion, as an office building. Tenant shall pay, as
Additional Rent, for its pro rata share of the Cormpbn Area Charges.

Section 4.06. Miltiple Tenant Buildings; Rules and Regul ationa. Tenant
shall also conply wth Landlord.6 rules and regulations respecting the
managenent, care and safety of the common areas of such buildings and grounda,
including parking areas, |andscaped areas, wal kways, hallways, |obby, reetroone
and other facilities provided for the common use and conveni ence of other
occupants. Notice of such rules and regulations will be posted or given to
Tenant, Exhibit "B". Tenant shall pay for any increase in the property insurance
prem uns for such buildings caused by Tenant's acts, onissions, use or occupancy
of the Property.

Section 4.07. Late Charges. Tenant's failure to pay rent pronptly may
cause Landlord to incur unanticipated coats. The exact ampunt of such costs are
inpractical or extrenely difficult to ascertain. Such costs mayinclude, but are
not limted to, processing and accounting charges and |ate charges which may be
i mposed on Landlord by any nortgage or trust deed encunbering the Property.
Therefore, if Landlord does not receive any rent payment within ten (10) days
after it becomes due, Tenant shall pay Landlord a late charge equal to ten
percent (10% of the overdue ampunt. The parties agree that suchlate charge
represents a fair and reasonable estimate of the costs Landlord will incur by
reason of such late paynent. Late charges shall not be assessed with respect to
the first two months rent payments provided Tenant exercise6 reasonable diligence
to set up paynente on its accounts payabl e eystem.

Section 4.08. Interest on Past Due Cbligations. Any anount owed by Tenant
to Landlord which is not paid when due shall bear interest at the rate of fifteen
percent (15% per annum fromthe due date of such anount. However, interest
shal | not be payabl e on late charges to be paid by Tenant under this Lease. The
payrment of interest on such ampbunts ehall not excuse or cure any default by
Tenant under this Lease. |If the intereet rate specified in this Lease is higher
than the rate permitted by law, the interest rate is hereby decreased to the
mexi mum | egal intereet rate pernmitted by |aw

ARTI CLE FIVE: USE OF PROPERTY

Section 5.01. Pernmitted Uses. Tenant nmy use the Property only for the
Permitted Uses set forth in Section 1.05 above.

Section 5.02. Manner of Use. Tenant shall not cause or permit the
Property to be used in any way which constitutes a violation of any |aw,
ordinance, or governnental regulation or order, which annoys or interferes wth
the rights of tenants of the devel opnent of which the Property is part, or which
constitutes a nuisance or waste. Tenant shall pronptly take all substantial and
non-substantial actions necessary to conply with all applicable statutes,
ordinances, rules, regulations, orders and requirements regulating the use by
Tenant of the property, including the Occupational Safety and Health Act.

Section 5.03. signs. Tenant shall notplace any eigns on the Property,
nor replace any existing signe without Landlord' s prior witten consent. Landl ord
shal | provide a building directory designating Tenant's |ocation.

Section 5.04. Hazardous Materials. As ueed herein, the term "Hazardous
Material" shall mean any substance or material which has been deternined by any
federal, state or local governnental authority to becapable of posing a risk of
injury to health, safety or property. Wthout limting thegenerality of the
foregoing, the term“Hazardous Material" shall include all of those materials and
substances defined as "Toxic Materials" in Sections 66680 through 66685 of Title
22 of the California Code of Regulations, Division 4, Chapter 30, as the same
shall be anmended from tine to tinme, or any other materials requiring renediation
under federal, etate of local statutea, ordinancea, regulations or policies.

) Tenant agrees to use, etore and dispose of any "Hazardous Material" only
in conpliance with all governmental regulations. In particular, Tenant agrees
not to keep any corrosive naterials on the Property o 0 as not to cause corrosion

to Landlord's bullding.
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Tenant shall promptly make all reports regarding the preeenca of Hazardous
Materlals required under |aw to be made and shall provide to Landlord copies of
any and all reports required by ouch authorities. Tenant shall, immediately upon
its know edge thereof, notify Landlord of any inquiry, test, investigatlon, or
enf orcenent proceeding against Landlord or the Property concerning a Hazardous
Material tn, on or adjacent to the Proparty. Tenant acknow edges that Landl ord,
as the owner of the Property, shall have the right, at Landlord s election, in
its own nane, to negotiate, defend, approve and appeal any action taken or order
iseued by an applicable governmental authority with regard to a Hazardous
Haterial brought upon the Property by Tenant or (}{Jring the tenancy of Tenant.

If Tenant's etorage, use or disposal of any Hazardous Material in, on or
adj acent to the Property reoulte in any contamination of the Property, the goll
or aurface or ground water, requlring remediation under federal, otata or |ocal
statutes, ordinances, regulatlono or policles, Tenant agreee to clean-up the
contam nation. Tenant further agrees to indemify, defend and hol d Landl ord
harm eeo from and against any claims, Suite, causes Of action, costs, fees,
including attorneye' feee and costs, arlsing out of or in connection with any
clean-up work, inquiry or enforcenent proceeding in connection therewith, and any
Hazardous Haterials currently or hereafter used, etored or disposed of by Tenant
or lts agents, enployees, contra&ore or lnvitees on or about the Property. The
obligatlono to indemify eet forth herein shall survive term nation of this
Loaee.

Tenant shall surrender Property to Landlord upon the explration or earller
termination of the Lease free of Hazardous Materlals brought upon the Property
by Tenant or its agente, enployees, contractor6 or Lnviteeo and any contamnation
caused thereby, however, Tenant ahall not be responsible for correcting any
Hazardous Materials not caused by Tenant or its agente, enployees, contractors
or invitees. Landlord agrees to indemnlfy and hold Tenant harmless for Hazardous
Materlal contamination of the Property prlor to Tenant's occupancy.

Section 5.05. Indemity. Tenant ehall indemify Landl ord agai nst and hold
Landl ord harm ess from any and all costs, claims or liabllity arlsing from: (a)
Tenant's use of the Property) (b) the conduct of Tenant'6 buol nooo or anythl ng
el se done or permtted by Tenant to be done in or about the Property, tncluding
any contaminatlon of the Property or any other property roeulting from the
presence Or upe Of Hazardous Materlal caused or pernitted by Tenant; (c) any
breach or default in the performance of Tenant'6 obllgatione under thlo Leasej
(d) any miarepresentatlion or breach of warranty by Tenant under thle Lease; or
(e) other acte or omiesslons of Tenant. Tenant shall defend Landl ord against any
such cost, clalm or llabllity at Tenant's expense. A6 a material part of the
consideration to Landlord, Tenant hereby assumes all risk of damage to property
or injury to personse in or about the Property arising from any cause. Landlord
shal | indemnify Tenant agal not and hold Tenant harm ess fromany and all coots,
claime Or liability arising from (a) any breach or default in the perfornance
of Landlord' s obligations under thie Lease; (b) any mlsrepresentation or breach
of warranty by Landl ord under this Lease; or (c) any other acts or omiesions of
Landl ord. Landl ord shall defend Tenant agai nst any such coot, claimor llability
at Landlord's expense. As used in this Section, the term "Tenant or Landlord"
shal | include Tenant's or Landlord's enpl oyees, agents, contractors and invitees,
if applicable.

Sectlon 5.06. Landlord's Access. Landlord or its agente may enter the
Property at all reaaonabl o times. Landlord shall give Tenant prior notice of
ouch entry, except in the case of an emergency.

Section 5.07. Quiet pPossession., |f Tenant pays the rent and conplies with
all other terms of thle Lease, Tenant may occupy and enjoy the Property for the
full Leaae Term subject to the provloiono of this Lease.

ARTICLE SIX CONDITION OF PROPERTY; MAINTENANCE, REPAI RS AND ALTERARTIONS

Section 6.01. Condition of Property. Prlor to the Commencenent Date, upon
three (3) worklng days' notice from Landlord, Tenant shall conduct a walk-through
Ingpection of the Property with Landlord and conplete a punch-llet of items
needi ng additional work by Landlord. Gt her than the Ltene specified in the
punch-llst, by takling possesslon of the Property, Tenant shall be deenmed to _haVe
accepted the Property in good, clean and conpleted condition and repalr, subject
to all recorded matters, laws, ordinances, and governmental regulations and
orders. Tenant acknow edges that neither Landl ord nor any agent of Landlord has
made any representation as to the condition of the Property or the continued
sultablility of the Property for Tenant's intended use. Tenant represents and
warrants that Tenant has made its own inspection of and inquiry regarding the
condition of the Property and is not relylng on any representationa of Landl ord
or Landlord's hgents. Tenant shall maintain the Property in good order and
condlition.

Section 6.02. Exenption of Landlord from Liability. Landlord shall not
be Liable for any damage or injury to the person, business (or any |ose of income
therefron), goods, wares, merchandlse or other property of Tenant, Tenant's
employees, lnvitees, custoners or any other person in or about the Property,

whet her such damage or Lnjury is caused by or results from(a) flre, electriclty,
water, gas or ralnjy (b) the 'breakage, leakage, obetruction or other defects of
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pipes, wires, appliances, plunbing, or lighting fixtures or any other cause; (c)
conditions arising in or about the Property or upon other portions of an
building of which the Property is a part, of from other sources ok places; ok (d
any act or omiselon of any other tenant of anybuilding of which theProperty 1ia
a part. Landlord shall notbe liable for any such damage or injury even though
the cause of or the neans of repairing such damage or injury are notaccessible
to Tenant. The provisions of this Section 6.02 shall not, however, exenpt
Landlord from liability for Landlord's negligence or wi Il ful m sconduct.

Section 6.03. Landlord's Obligations.

(a) Except as provided in Article Seven (Damage or Destruction), Landlord
shall keep the following in good order, condition and repair: the foundations,
exterior walls and roof of the Property and all conponents of electrical,
nechani cal, plunbing, and facilities located in the Property which are conceal ed
or used in commpn by tenants of the Project. However, Landlord shall not be
obligated to maintain or repair w ndows, doors, plate glass or the interior
eurfacee of exterior walls. Landlord shall makerepairs under this Section 6.03
within a reasonable tinme after receipt of witten notice from Tenant of the need
for such repairs.

(b) Tenant shall pay or reinburse Landlord for all costs Landl ord incura
under Paragraph 6.03(a) above am Common Area coats a provided for in Section 4.05
of the Lease.

Section 6.04. Tenant's Cbligations.

(a) Except as provided in Section 6.03, Article Seven (Damage or
Destruction) and Article Eight (Condemnation), Tenant shall keep the all portions

of theProperty (including all structural, nonstructural, interior, exterior,
systems, and equipnent) in good order, condition and repair (including interior
repai nting and refinishing, as needed), during the Lease Term It is the

intention of Landlord and Tenant that, at all tines during the Leaae Term Tenant
shall mintain the Property in an attractive, first-class and fully operative
condi tion.

(b) Tenant shall fulfill all of Tenant's obligations under this Section
6.04 at Tenant's sole expense. If Tenant fails to nmaintain, repair or replace
the Property as required by this Section 6.04, Landlord may, onten (10) days'
prior notice (except thatnonotice shall be required in case of energency) enter
the Property and perform suchrepair and nai ntenance on behalf of Tenant. In
such case, Tenant ehall reinburse Landlord for all costssoincurredinredi ately
upon demand.

Section 6.05. Alterations, Additions, and |nprovenents.

(a) Tenant shall not neke any alterationa, additions, or inprovenents to
the Property without Landlord's prior witten consent, except for non-structural
alterations which do not exceed Twenty five Thoueand Dol lars ($25,000.00) in cost
cunul atively over the Leaae Term and which are notvisible fromthe outside of

any building of which the Property 1is part. Landl ord may require Tenant to
provide demplition and/or lien and conpletion bonds in form and anount
satisfactory to Landl ord. Tenant shall pronptly remove any alterations,

additions, and inprovenents constructed in violation of this Section 6.05(a) upon
Landlord's witten request. Al alterations, additions and inprovenents will be
acconplished in a good and workmanli ke manner, in conformity with all applicable
laws and regulations, and by a contractor approved by Landl ord. Upon conpl etion
of any euchwork, Tenant shall provide Landlord with "as built" plans, copies of
all construction contracts, and proof of payment for all [|abor and materials.

(b) Tenant shall pay when due all clains for labor and naterial furnished
to the Property. Tenant shall give Landlord at |east twenty (20) days' prior
witten notice of the commencenment of any work on the Property, regardless of
whet her Landlord's consent to such work is required. Landl ord may el ect to
record and post notices of non-responsibility on the Property.

Section 6.06. Condition upon Termination. Upon the ternination of the
Leaee, Tenant ehall surrender the Property to Landl ord, broom clean, and in the
same condition as received except for ordinary wear and tear which Tenant was not
otherwi se obligated to remedy under any provision of this Lease. In addition,
Landl ord may require Tenant to remove any alterations, additions or improvements
(whether or not made with Landlord's consent) prior to the termination of the
Lease and to restore the Property to its prior condition, all at Tenant's
expense. Al alterations, additions and inprovements which Landl ord has not
required Tenant to remove shall becone Landlord' s property and ehall be
surrendered to Landlord upon the ternination of the Lease, except that Tenant may
renmove any of Tenant's equi pment which can be removed Wi thout material damage to
the Property. Tenant shall repair, at Tenant's expense, any damage to the
Property caused by the renoval of any suchequipnent. In no event, however,
O hall Tenant remove any of the followi ng materials or equipment without
Landlord's prior witten consent: any power wiring or power panels; |ighting or
lighting fixtures; w ndow coverings; carpets or other floor coverings/ heaters;
air conditioners or any heating or air conditioning equipment; fencing or
security gatee; or other simlar building operating equipnent.
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ARTICLE  SEVEN DAMAGE OR DESTRUCTION

Section 7.01. Partial Danmge to Property.

(a) Tenant shall notify Landlord in witing inmediately upon the occurrence
of any damage to theProperty. |f the Property is only partially damaged (i.e.,
less than fifty percent (50% of the Property is untenantable as a result of such
danage or less thanfifty percent (50% of Tenant's operations are materially
inpaired) and if there Is sufficient insurance to repair the damage this Lease
shall remain in effect and Landlord shall repair the damage as soon as reasonably
possaibla.

(b) If the insurance proceeds received bylLandlord are notgsufficient to
pay the entire cost of repair, or if the damage was due to a causae not covered
by insurance this Leaee shall ternminate as of the date the danage oceurred.
Landl ord shall notify Tenant within thirty (30) days after receipt of notice of
the occurrence of the damage, whether the Landlord's insurance W ll repalr the
danage ok whether the Lease shall termnate. In such event Landl ord shall not
be obligated to repair or restore the Property and Tenant shall have no right to
continue this Lease.

(c) If the damage to the Property occurs during the | ast aix(6) months of
the Lease Term and such damage will require nore than thirty (30) days to repalir,
either Landlord or Tenant nmy elect to termnate thia Lease as of the date the
damage occurred, regardleaa of the sufficiency of any insurance proceeds. The
party electing to termnate this Lease shall give witten notification to the
other party of suchelection wlkthinthirty (30) days after Tenant's notlce to
Landl ord of the occurrence of the damage.

Section 7.02. Total or Substantial Destruction. If the Property | s
totally or substantially destroyed by any cause whatsoever, this Lease shall
termnate as of the date the destruction occurred regardl ess of whether Oaner
receives anyinsurance proceeds. If the destruction was caused by an act or
omisalon of Tenant, Tenant shall pay Landlord the difference between the actual
cost of rebullding and any insurance proceeds received by Landl ord.

Section 7.03. Temporary Reduction of Bent. [f the Property is partially
damaged and Landl ord's Lnaurance will repalr or restore the Property pursuant to
the provi si on6 of this Article Seven, any rent payable during the period of such
damege, repair and/or restoration shall be reduced according to the degree,if
any, to which Tenant's use of the Property Lo inpaired, provided that Landlord
recelves suchrelief from Landlord' s insurance. Howaver, the reducti on ghall not
exceed the sum of slx month's payment of Base Rent. Except for such posslble
reduction in Base Rent, Tenant shall not be entitled to any conpensation,
reduction, okreinbursenent from Landlord or Landlord as a result of any danamge,
destruction, repair, or restoration of or to the Property.

Section 7.04. waiver. Tenant agreee that the provisions of Section 7.02
above shall govern the rights and obligations of Landl ord and Tenant in the event
of any substantial or total destruction to the Property.

ARTICLE EIGHT: ASSIGHHENT AND SUBLETTING

sectlon 8.01. Landlord's Consent Required. No portion of the Property ok
of Tenant's interest in this Lease maybe acquired byany other person orentity,
whet her by sale, aeaignment, mortgage, subl ease, tranafer, operation of law, or
act of Tenant, w thout Landlord's prior witten consent which shall not be
unreasonably withheld , except aas provided in 8.02 below. Any attenpted transfer
wi t hout consent shall be void and constitute a non-curable breach of this Lease.
If Tenant 1= a partnership, any cunulative transfer of nore than twenty percent
(20% of thepartnerahl p interests shall require Landlord s consent. If  Tenant
i's a corporation, any change lnownership of a controlling interest of the voting
stock of the corporation shall require Landlord s conaent.

Section 8.02. Tenant Affiliate. Tenant may assign this Lease or subl ease
the Property, Without Landlord's consent, to any corporation which controla, is
controlled by or is under common control with Tenant, OKto any corporation
resulting from the merger of ok consolidation with Tenant ("Tenant Affiliate").
In such case, any Tenant's Affiliate shall assume in witing all of Tenant'm
obligations under this Lease.

Section 0.03. Mo Release of Tenant. Ho transfer permtted bythis Article
Eight, whether with o without Landlord's consent, shall release Tenant ok change
Tenant'e prinmary liability to pay the rent andto perform all other obligations
of Tenant under thls Lease. Landlord's acceptance of rent from any other person
is nota waiver of any provision of this Article ELght. Consent to one transfer
Le not a consent to any eubaequent transfer. If Tenant's traneferee defaults
under this Leaee, Landlord may proceed directly agalnet Tenant wlthout pursuing
remedies against the transferee. Landlord may consent to subsequent assignnments
ok modlfications of this Lease by Tenant's transferee, w thout notifying Tenant
or obtafning its consent. Such action shall not relieve Tenant's liability under

this Lease.
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Sectlon 6.04. No Merger. No nerger shall result from Tenant'e QO ubleaee
of the Property under this Article Eght, Tenant's O wurrender of this Leaee or the
term nation of this Lease in any other nanner. In any such event, Landlord may
terminate any or all subtenancies or succeed to the interest of Tenant or
subl andl ord thereunder.

ARTI CLE NI NE: DEFAULTS; REMEDI ES

Section 9.01. Covenants and Conditions. Tenant's performance of each of
Tenant's obligationa under this Lease Fe a condition as well as a covenant.
Tenant'e right to continue in possesslon of the Property is conditioned upon such
per f or mance. Time is of the essence in the performance of all covenants and
condi tions.

Section 9.02. Defaults. Tenant shall be in material default under this
Lease:

(a) If Tenant abandons the Property or if Tenant's vacation of the Property
results in the cancellation of any insurance described in Section 4.04;

(b) If Tenant falls to pay rent or any other charge when due;

(c) If Tenant falls to perform any of the Tenant's non-nonetary obligations
under this Lease for a period of thirty (30) days after witten notice from
Landl ord! provided that if nore than thirty (30) days are required to conplete
such performance, Tenant shall not be in default if Tenant commences such
performance within the thirty (30) day period and thereafter diligently pursues
its conpletion. However, Landlord shall not be required to give such notice if
Tenant's failure to perform constitutes a non-curable breach of this Leaee. The
notice required by this Section is intended to satisfy any and all notice
requirenents inposed by law or Landlord and is not in addition to any such
requirenent.

(d) If substantially all of Tenant's assets |ocated at the Property or if
Tenant's Intereet in this Lease is subjected to attachnent, executlon or other
judicial seizure which is not diecharged within thirty (30) days. If a court of
conpetent jurisdiction determines that any of the acts described in this
subparagraph (d) is not a default under this Lease, and a trustee is appointed
to take possession (or if Tenant remmins a debtor in possession) and such trustee
or Tenant tranefere Tenant's interest hereunder, then Landlord shall recelve, as
Addl tional Rent, the difference between the rent (or any other conslderation)
paid in connection with such assignment or sublease and the rent payable by
Tenant hereunder.

(e) If any guarantor of the Lease revokes or otherw se term nates, or
purports to revoke or otherwise termnate, any guaranty of all or any portion of
Tenant's obligations under the Leaee. Unless otherw se expressly provided, no
guaranty of the Lease is revocable.

Section 9.03. Remedi es. On the occurrence of any material default by
Tenant subject to any notice and opportunity to cure provided in Section 9.02
above, Landlord may, at any time thereafter, with or without notice or demand
and without liniting Landlord in the exercise of any right or renedy which
Landl ord nay have:

(a) Terminate Tenant's right to possession of the Property by any |awful
neane, in which case this Leaee shall termnate and Tenant shall immediately
0 urrender possession of the Property to Landlord. In Q uch event, Landlord shall
be entitled to recover from Tenant all danages incurred by Landlord by reason of
Tenant's default, including (1) the worth at the time of the award of the unpald
Base Rent, Additional Rentand other charges which Landlord had earned at the
time of the termlnation; (ii) the worth at the time of the award of the anpunt
by which the unpaid Base Rent, Additional Rent and other charges which Landlord
woul d have earned after termnation until the time of the award exceeds the
amount of such rental |oss that Tenant proves Landl ord coul d have reaaonably
avoided; (iii) the worth at the tinme of the award of the ambunt by which the
unpai d Base Rent, Additional Rent and other charges which Tenant would have paid
for the bal ance of the Leaee Termafter the tine of award exceeds the anpunt of
such rental loss that Tenant proves Landlord coul d have been reasonably avoi ded]
and (iv) any other anmount necessary to compensate Landlord for all the detriment
proxi mately caused by Tenant's failure to performite obligations under the Lease
or which in the ordinary courseof things would be likely to result therefrom
including, but not linited to, any costs or expenses incurred by Landlord in
maintaining or preserving the Property after such default, the cost of recovering
possesslon ofthe Property, expenses ofreletting, including neceeeary renovation
or alteration of the Property, and any real estate commission paid or payable.
As uaed in subparts (i) and (FL) above, the "worth at the tine of the award" is
conputed by allowing interest on unpaid anpbunts at the rate of fifteen percent
(15% per annum or such lesser anpunt as nay then be the maxinum lawful rate.
Ae used in subpart (iii) above, the "worth at the tine of the award" La conputed
by discounting such amount at the discount rate of the Federal Reserve Rank of
San Francisco at the time of the award, plus 1% |f Tenant shall have abandoned
the Property, Landlord shall have the option of (i) retaking poesession of the
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Property and recovering Prom Tenant the anmount specified in this Paragraph
9.03(a), or (ii) proceedlng under Paragraph 9.03(b};

{b) Maintain Tenant's right to possesslon, in which case this Leaee shall
continuein effect whether or not Tenant shall have abandoned the property. I'n
such event, Landlord shall pe entitled to enforce all of Landlord s rights and
remedies under thle Leaee, including the right to recover the rent as It be gy
due hereunder!

(c) Pursue any other remedy now or hereafter available to Landlord under
the laws or Judlclal decleions of the state in which the Property is |ocated.

Section 9.04. Automatic Ternmination. Wotwithstanding any. other terns or
provision hereof to the contrary, the Lease shall terminate on the occurrence of
any act which affirns the Landlord's intention to termnate the Lease as provided
in Section 9.03 hereof, including the filing of an unlawful detainer action
agai nst Tenant. On such termlnation, Landlord' s damages for default shall
Include all costs and fees; the obtaining of relief fromany stay in bankruptcy
restraining any action to evict Tenant; or the puraulng of any action with
respect to Landlord's right to posseasion of the Property. Al such dammges
O uffered (apart from Base Rent and other rent payable hereunder) shall constitute
pecuni ary danages which nust be reinbursed to Landlord prior to assunption of the
Lease by Tenant or any successor to Tenant in any bankruptcy or other proceeding.

Section 9.05. Cunulative Renmedies. Landlord s exercise of any rlght or
remedy shall not prevent 1t from exerclsing any other right or renedy.

ARTICLE TEN  PROTECTIOHN OF LENDERS

Sectlon 10.1. Subordination. Landlord shall have the right to subordlnate
this Lease to any deed of trust encumbering the Property, any advances nade on
the security thereof and any renewals, modifications, consolidatlons,
repl acenents or extensions thereof, whenever made or recorded. Tenant shall
cooperate with Landlord and any | ender which Lesacquiring a security interest in
the Property or the Lease. Tenant shall execute such further docunents and
assurances as such lender nmay require, provided that Tenant's obligatlons under
this Lease shall not be increased in any material way (the performance of
minlsterlal acts shall not be deened material), and Tenant shall not be deprived
of i{ts righte under this Lease. Tenant's right to quiet possession of the
Property during the Lease Termshall not be dlsturbed Lf Tenant pays the rent and
perforns all of the Tenant's obligations under this Lease and is not otherw se
in default. |If any beneficiary elects to have this Lease prior to the lien of
its deed of trust and givea witten notice thereof to Tenant, this Lease shall
be deened prior to such deed of trust whether this Lease Ls dated prior or
gubsequent to the date of said deed of trust or the date of recording thereof.

Section 10.2. Attornnment. If Landlord's interest in the Property is
acguired by any beneficliary under a deed of trust or purchaser at a foreclosure
0 G@ Tenant ‘shall attorn to the transferee of or successor to Landlord' 8
interest in the Property and recognize such transferee or successor as Landlord
under this Lease.

Section 10. 3. Signing of Documents. Tenant shall O Ign and dellver any

i nstrunent or docunents necessary or approprlate to evidence any such attornment
or subordinatlon or agreement to do so.

Section 10.4. Estoppel Certificates.

(a) upon Landlord's wrltten request, Tenant shall execute, acknow edge and
dellver to Landlord a witten statement certifying: (1) that none of the terns
or provislons of this Leaee have been changed <gor Lf they have been changed,
stating how they have been changed); (ii) that this Lease has not been cancel ed
or termnatedl (iii) the last date of payment of the Base Rent and other charges
and the tinme period covered by such payment; (iv) that Landlord {8 not in default
under this Lease (or, if Landlord is claimed to be Lndefault, stating why); and
(v) such other representations or information with respect to Tenant or the Lease
as Landl ord may reasonably request Or which any prospective purchaser or
encanbrancer of the Property may require. Tenant shall deliver such statement
to Landlord within ten (10) "days after Landlord's request. Landlord may give any
such Statenment by Tenant to any prospective purchaser or encunbrancer of the
Property. Such™ purchaser or encunbrancer may rely conclusively upon such
statement as true and correct.

(b) If Tenant does not deliver such statenment to Landlord wlthin such ten
(10) day period, Landlord, and any prospective purchaser orencumbrancer, may
conclusively presume and rely upon the following facts: (L) that the terns and
provislons of thlas Lease have not been changed except as otherw se represented
by Landlordj (LL) that this Lease has not been canceled or termlnated except as
otherwlae represented by Landl ord) {Lil) that not nore than one nonth's Base Rent
or other charges have been paid Ln advance! and (Lv) that Landlord is not in
default under the Lease. In such event, Tenant shall be estopped from denylng
the truth of such facto.
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ARTI CLE ELEVEN: LEGAL COSTS

Section 11.01. Legal Proceedings. Tenant shall indemify Landlord against
and hold Landl ord harmleass from all coste, expenses, demands and liability
incurred by Landlord if Landlord becones or is nade a party to any claim or
action (a) instituted by Tenant other than against the Landlord, or by any third
party agalnst Tenant, or by or against any person holding any interest under or
using the Property by license of or agreement with Tenant) (b) for foreclosure
of any lien for |abor or material furnished to or for Tenant or such other
peraon; (c) otherwise arising out of or resulting fromany act or transaction of
Tenant or such other person;jor (d) necessary to protect Landlord's interest
under this Lease in a bankruptcy proceeding, or other proceeding under Title 11
of the United States Code, as amended. Tenant shall defend Landl ord against any
such claim or action at Tenant'6 expenee with counsel reasonably acceptable to
Landlord or, at Landlord's election, Tenant shall reinburse Landlord for any
|l egal fees or costs incurred by Landlord in any such
claimor action.

ARTI CLE TVELVE: M SCELLANEQUS PROVI SI ONS

Section 12.01. Non-Discrimnation. Tenant promises, and it is a condition
to the continuance of this Lease, that there will be no discrimination against,
or segregation of, any person or group of persons on the basls of race, color,
sex, creed, national origin or ancestry in the |easing, subleasing, transferring,
occupancy, tenure or use of the Property or any portlon thereof.

Section 12.02. Landlord's Liability; Certain Duties.

(a) As used in this Lease, the term "Landl ord" means only the current owner
or owners of the fee title to the Property or Project at the time in gquestlion.
Each Landl ord is obligated to perform the obligatlons of Landlord under this
Leaee only during the time such Landlord owns O uch interest or title. Any
Landl ord who transfers its title or interest is relieved of all liability wth
respect to the obligations of Landlord under this Lease to be performed on or
after the .date of transfer. However, each Landlord shall deliver to its
transferee all funde that Tenant previously paid if O wuch funds have not yet been
applied under the terms of the Lease.

(b) Tenant shall give witten notice of any failure by Landlord to perform
any of ite obligatlone under this Leaee to Landlord and to any beneficiary under
any deed of trust encunbering the Property whose nanme and address have been
furnished to Tenant in witing. Landl ord shall not be in default under this
Lease unless Landlord (or such beneficiary) falls to cure O uch non-perfornance
within thirty (30) dayes after recei pt of Tenant's notice. However, {if such non-
performance reaeonably requires morethan thirty (30) days to cure, Landlord
ehall not be in default If such cureis commenced within such thirty (30) day
period and thereafter diligently pursued to conpletion.

(c) Notwithatanding any term or provislon herein to the contrary, the
liability of Landlord for the performance of itse duties and obligatl one under
thie Lease is limited to Landl ord' 8 interest in the Property and the Project, and
nefther the Landlord nor its partnere, shareholdere, officers or other principals
shal | have any personal liability under this Lease.

Saction 12.03. Severability. A determination by a court of conpetent
jurisdiction that any provislon of this Lease or any part thereof is illegal or
unenforceabl e shall not cancel or invalidate the renminder of such provision or
this Lease, which shall remain in full force and effect.

Section 12.04. Interpretation. The captions of the Articles or Sections
of this Leaee are to assist the parties in reading this Leaee and are not a part
of the terms or provisions of this Lease. \enever required by the context of

this Lease, the singular shall include the plural and the plural shall include
the singular. The nmecullne, feminine and neuter genders ehall each include the
ot her. In any provielon relating to the conduct, acts or omissions of Tenant,

the term "Tenant" shall include Tenant'e agents, enployeee, contractors,
Invitees, Buccessoras or othere using the Property with Tenant'e expressed or
inplied permission.

Section 12.05. Notices. Al notices required or permitted under this
Lease shall be in writing and shall bepersonally delivered or sent by certified
mall, return receipt requeeted, postage prepaid. Notices to Tenant shall be
delivered to the address specified in Article One, above, except that upon
Tenant's taking possesaion of the Property, the Property ehall be Tenant's
address for notice purposes. Notices to Landlord ehall bedelivered to the
address specified in Article One, above. Al'l notices shall be effective upon
delivery or attenpted delivery in accordance with this Section 12.06. Either
party may change its notice address upon witten notice to the other party.

Section 12.06. Waivers. Al waiver8 nust be in witing and signed by the
wai ving party. Landl ord's failure to enforce any provisions of this Lease or
Landl ord's acceptance of rent shall not be a waiver and shall not prevent
Landl ord from enforcing that provision or any other provieion of thils Lease in
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the future. No statement on a paynent check from Tenant or in a letter
acconmpanying a paynent check shall be binding on Landlord. Landlord may, wth
or wi thout notice to Tenant, negotiate such check wi thout being bound to the
conditions of such statenent.

Section 12.07. No Recordation. Tenant shall not record thie Lease without
prior witten consent from Landl ord. However, either Landlord or Tenant may
require that a "Menorandumt of this Lease executed by both parties be recorded.
The party requiring such recording shall pay all transfer taxes and recording
f ees.

Section 12.08. Binding Effect; Choice of Law This Lease binds any party
who legally acguires any rights or interest in this Lease from Landlord or

Tenant. However, Landlord shall have no obligation to Tenant's successor unless
the rights or interests of Tenant's successorare acquired in accordance with the
terms of thie Lease. The lawes of the State of California shall govern this
Lease.

Section 12.9. Joint and Several Liability. Al Part ies signing thia Lease
as Tenant shall be jointly and eeverally liable for all obligations of Tenant.

Section 12.10. Survival. All representations and warranties of Landlord
and Tenant shall survive the termination of this Lease.

ARTI CLE TH RTEEN: COMPLIANCE

The parties hereto agree to conply with-all applicable federal, O tate and
local laws, regulations, codes, ordinances and adninistrative orders having
jurisdiction over the parties, property or the subject nmatter of thie Agreenent,
including, but not linted to, the 1964 Civil Rights Act and all anmendnents
thereto, the Foreign Investment In Real Property Tax Act, the Comprehensive
Environmental Response Conpensation and Liability Act, and The Americans Wth
Disabilities Act.

Landl ord and Tenant have signed this Lease on the dates specified adjacent
to thelr signatures below and have initialed all pages to this Lease.

LANDLORD TENANT
Maynard F. Hanson and Carol C. Hanson County of Santa Cruz
Revocabl e Living Trust

L B

/?( F. Mson, Trustee

By: (’:
Carol C. Man
Date: é/%// 7 Dat e: R 4

A

v " - e
Abunty Department Head,

Approved as to Form:

D K Cow 95044
chtef Assistant County Counsel

Date:

Recormended for Approval

Lot Sl

Scott Loichinger, Chief
Real Property Division

Dat e: 9’9"9“

shared/carol/lease/countydwpd8/4/99
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IBI
RULES AND REGULATI ONS

The follow ng Rules and Re%ul ations are prescribed by Landlord in order to
provide and nmintain, to the best of Landlord' s ability, orderly, clean and
desirabl e | eased Property, Building and parking facilities for the tenants
therein and to regulate conduct in and use of |eased Property, the Building and
parking facilities in such a nanner as to nmininize interference by others in the
proper use of the Property by Tenant. In the follow ng Rules and Regul ations,
all references to Tenant include not only the Tenant, but, also, Tenant's agents,
enpl oyees, invitees, clients, customers, licensees, visitors, assignees, and/or
subl essees:

1. Tenant shall not block or obstruct any of the entries, passages,
doors, hallways, or stairways of the Building or parking area, or place,
empty, or throw any rubbish, litter, trash, or material of any nature into
such areas, or permt such areas to be used at any tine except for ingress
or egress of Tenant.

2. Tenant shall not place anything against or near glass partitions or
doors or windows which may appear unsightly from outside the Property.

3. Tenant shall not go upon the roof of the Building or make any roof
penetrations.

4.  Tenant assunes any and all responsibility for protecting its Property
from theft, robbery and pilferage, which includes keeping doors |ocked and
other nmeans of entry to the Property closed. Additionally, Tenant shall
assume responsibility for protecting the Building fromtheft, robbery,
pilferage, and damage which includes keeping entrance and exit doors
| ocked on non business hours. Landlord will not be responsible for |ost
or stolen personal property, equipnent, noney, or any articles taken from
the Property, Building, or parking facilities regardless of how or when
| oss occurs.

5. The plunbing facilities, including without limtation toilet rooms,
toilets, urinals, wash bows and other apparatus, shall not be used for
any purpose other than that for which they are constructed, and no foreign
substance of any kind shall be placed therein. The expense of any
breakage, stoppage, or damage resulting froma violation of this rule
shal | be borne by Tenant.

6. Tenant shall pernit Landlord, durin% the six (6) nonths prior to the
termnation of this Lease to show the Property during business or
nonbusi ness hours to prospective tenants and to advertise the Property for
rent.

1. The conmon parking facilities are available for use by Tenant and all
other tenants. Landlord reserves the right to assign or allocate parking
in the event of conflicts, abuse or inproper use of these compn parking
facilities. Tenant should utilize only those parking spaces inmediately
adjacent to the Property. Proper use of the conmon parking facilities is
deemed to be that use which is occasioned by the normal in and out traffic
required by the Tenant, in the nornal course of the Tenant's business
operations. Vehicles that are abandoned, di sabl ed, have expired
registration stickers, obstructing any means of ingress or egress to any
leased Property, or in any way a general nuisance or hazard are subject to
renoval without notice by Landlord's designated towing service. Al costs
associated with such renmoval shall be at the Tenant's and/or the vehicle
owner's expense.

8. Tenant shall not use the Property, the Building, or parking facilities
for housing, |odging, or sleeping purposes.

9. No sign, placard, picture, advertisenent, nane or notice shall be
installed or displayed on any part of the outside of the Building without
the prior witten consent of the Landl ord. Landl ord shall have the right
to renove, at Tenant's expense and w thout notice, any sign installed or
displayed in violation of this rule. All approved signs shall be printed,
painted, affixed or inscribed at the expense of Tenant by a person chosen
by Landl ord.

10. If Tenant requires tel egraphic, telephonic, burglar alarm or simlar

services, it shall first obtain, and conply with Landlord s instructions
in their installation.

11. Tenant shall not use or permt to be used in the Property any foul or
noxi ous gas or substance, or pernit or allow the Property to be occupied
OK used in a manner offensive or objectionable to Landlord or other
occupants of the Building by reason of noise, odors or vibrations, nor
shall Tenant bring into or keep in or about the Property any live or dead
aninal s either as pets and/or for |aboratory purposes.
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12.  Tenant shall not install any radio or television antenna, |oudspeaker
or other devices on the roof or exterior walls of the Building, wthout
witten permssion from Landlord, nor shall Tenant interfere with radio or
tel evision broadcasting or reception fsomor in the Building or el sewhere.

13. Landl ord reserves the right to direct electricians as to where and
how tel ephone, telegraph, conputer wires are to be introduced to the
Property. Tenant shall not cut or bore holes for wires or affix any floor
covering to the floor of the Property in any manner except as approved by

Landl ord. Tenant shall repair any damage resulting from nonconpliance
with this rule.

14. Tenant shall not place in any trash box or receptacle any material
whi ch cannot be disposed of in the ordinary and customary manner of trash
and garbage disposal. All garbage and refuse disposal shall be made in
accordance with directions issued fromtime to tine by Landl ord.

15.  Tenant shall conmply with all safety, fire protection and evacuation

procedures and regul ations established by Landlord or any governnental
agency.

16. Landlord nmay waive any one or nore of these Rules and Regul ations for
the benefit of Tenant or any other tenant, but no such waiver by Landlord
shall be construed as a waiver of such Rules and Regulations in favor of
Tenant or any other tenant, nor prevent Landlord from thereafter enforcing

any such Rules and Regul ati ons against any or all of the tenants of the
Bui | di ng.

17. These Rules and Regulations are in addition to, and shall not in any
nodi fy or amend, in whole or in part, the terms, covenants, agreenents and
conditions of any |ease of Property in the Building.

18. Landl ord reserves the right to make such other reasonable Rules and
Regul ations as, in its judgnment, nay fromtime to tine be needed for
safety and security, for care and cleanliness of the Building and the
Property and for the preservation of good order therein. Tenant agrees to
abide by all the foregoing Rules and Regul ations and any additional rules
and regul ati ons which are adopted.

19. Tenant shall be responsible for the observance of all of the

foregoing Rules and Regul ations by Tenants enpl oyees, agents, assignees,
clients, custoners, invitees and quests.
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DATED: August 3, 1999

PREMISES: 930, 962 and 966 East Lake Avenue,

Watsonville, California
e

LEASE /

THIS LEASE is entered into on the date of full execution by and between County of Santa Cruz
(Tenant) whose address is 701 Ocean Street, Suite 410, Santa Cruz, California 95060 and SIX
C'S- EAST LAKE VILLAGE SHOPPING CENTER, William J. Codiga, (Landlord), whose
address is 966 East Lake Avenue, Watsonville, California 95076.

Landlord hereby leases to Tenant and Tenant hires from Landlord those certain
premises situated in the County of Santa Cruz, State of California, commonly known as 930,
962 and 966 East Lake Avenue, Watsonville. California 95076, consisting generally of office
space of approximatély 800 square feet, 2,457 square feet and 896 squar e feet respectively and
totaling 4,153 square feet which Gross Rentable Area shall be defined as that area computed by
measuring from the outside finish of permanent outer building walls to the outside finish of any
walls separating the demised premises from any public corridor and/or other permanent
partitions, and to the centerline of partitions which separate the demised premises from
adjoining rentable areas without deduction for columns and/or projections and features
necessary to the building structure and/or architecture; and more particularly described in the
attached Exhihit “A”», on the following terms and conditions:

1, TERM. The term shall commence Sentember 15, 1999 and shall expire September 14,
2002,

(Note: Tenant shall be allowed early occupancy of the premises commencing September

I, 1999 through September 14, 1999 free of minimum monthly rent. Tenant shall,
however, be responsible for monthly additional rent per Ttem. 5 of thislease during this
period. Should Tenant default on the terms and conditions of this lease during said
early occupancy period, Tenant shall not only be responsible for all the provisions of this
lease but also for minimum monthly rent and additional rent during said early
occupancy period as well. Should Tenant open for business prior to September 14,
1999, this lease and all of its provisions shall be considered as of the date of such
opening.

2. POSSESSION. If Landlord is unable to deliver possession of the premises by the date
specified for the commencement of the term as a result of causes beyond its reasonable control,
Landlord shall not be liable for any damage caused for failing to deliver possession, and this
lease shall not be void or voidable. Tenant shall not be liable for rent until Landlord delivers
possession of the premises to Tenant and the term shall be extended by the delay.

Notwithstanding the foregoing, Tenant shall be liable for minimum monthly rent and
additional rent (consisting of real property taxes, insurance, and common area charges), for
any period of time by which délivery of possession or the premisesis delayed because of
additions or changes to the work requested by Tenant. Any such sum shall be due and payable
at the commencement of the term.

3. ACCEPTANCE OF PREMISES. By accepting possession of the premises on the co-
mmencement of the term, Tenant represents and acknowledges that Tenant has had full
opportunity to and bas in fact inspected the premises and accepts the same in their existing
condition. A move-in report will be taken following tenant’s acceptance of the premises. Prior
to lease commencement, Landlord shall perform the following improvements to the Premises -
(Tenant Improvements) - per Exhibit C attached.
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4, MINIMUM MONTHLY RENT. Tenant shall pay to Landlord minimum monthly rent,
without deduction, offset, prior notice, or demand according to the following schedule:

Year One: $4.942.00.00 per month.
(]
Year Two; $5,189.00 per month. 61' £ 06l | (25%)

Year Three; $5.448.00 per month. ‘Di\o RsS,219(3 % )

Base monthly rent for any partial month shall be pro-rated at the rate of one-thirtieth of
the minimum monthly rent per day.

5. ADDITIONAL RENT: Tenant shall be responsible for additional rent included but not
limited to Items 13, 18 and 25 of thislease, estimated to be $.10 per squar e foot per
Addibional rent shall be paid on the first day of each month of the term of this

lease. 10,160
6. PREPAID RENT. :g on full execution of this lease, Tenant shall pay to Landlord the Wh ?“;‘w

amount of $10.58. .00, which shall constitute the first months minimum rent and “‘”",, ks
iy S \asr T2
BT T ==
. . , eh “
7. SECURITY DEPOSIT. The security deposit for this Lease Agreement is waived,
however, if Tenant isin default, Tenant must eure the default or compensate Landlord

for all damage sustained by Landlord resulting from Tenant’s default.

additional rent and the last months minimum rent and additional rent.

9. USE. Tenant shall use the premises for County Offices and related operations.

10. LIMITATIONS ON USE. Tenant’s use of the premises as provided in this lease shall be
in accordance with the following:

Cancellation of insurance: increase insurance rates Tenant shall not add, bring, or keep
anything in or about the premises that will cause a cancellation of any insurance covering the
building in which the premises are located. If the rate of any insurance carried by Landlord is
increased as a result of Tenant’s use, Tenant shall pay to Landlord within 10 days before the
date Landlord is obligated to pay a premium on the insurance, a sum equal to the difference
between the original premium and the increased premium.

Compliance with laws Tenant shall comply with all laws concer ning the premises or
Tenant’s use of the premises, including, without limitation, the obligation at Tenant's cost to
alter, maintain, or restore the premises in compliance and confor mity with all laws relating to
the condition, use, or occupancy of the premises during the term. Tenant shall comply with any
and all reasonable rules and regulations of Landlord in connection with the premises or the
building, which are now or hereafter in effect.

Waste: Nuisance Tenant shall not use the premises in any manner that will constitute
waste, nuisance, or unreasonable annoyance (including, without limitation., the use of
loudspeakers or sound or light apparatus that can be heard or seen outside the premises to
owners or occupants of adjacent properties or other tenantsin the building in which the
premises are located. Tenant shall not use the premises for deeping, washing clothes, cooking,
or the preparation, manufacture, or mixing of anything that might emit any odor or
objectionable noises or lights into the building in which the premises are located. No
secondhand. store, auction, distress or fire sale, or bankruptcy or going-out-of-business sale
may be conducted on the premises without Landlord’s written consent. Tenant shall not sell or
display merchandise outside the confines of the premises. Tenant shall keep the premises in
good condition and repair, and clean, orderly, sanitary and free from objectionable odors, litter.
and debris and from insects and other pests.

Hazardous and Toxic Substances

188
kExcept for Landlords knowledge of that cert:i\r)i),\%nvfwonmemal Report currently on
record With the County of Santa Cruz Environmental Health Department}to the hest of
Landlord’s knowledge, after reasonable inquiry, no Hazardous Substances, as hereinafter



defined, are now located on the Premises descrihed as Exhibit A which is attached to and made
a part of this lease. To “is ant inbensi{icnTio §

Definition of Hazardous Substances: The term “Hazardous Substance” as used in this
L ease shall mean any product, substance, chemical, material or waste whose presence, nature,
quantity and / or intensity of existence, use, manufacture, disposal, transportation, spill, release
or effect, either by itself or in combination with other materials expected to be on the Premises,
iseither: (I) potentially injuriousto the public health, safety or welfare, the environment, or the
Premises; (ii) regulated or monitored by any governmental authority; or (iii) a basis for
potential liability of Landlord to any governmental agency or third party under any applicable
statute or common law theory. Hazar dous Substance shall include, but not be limited to,
hydrocarbons, petroleum, gasoline, crude il or any products or by-products thereof. Tenant
shall not engage in any activity in, on or about the Premises which congtitutes a Reportable Use
(as hereinafter defined) of Hazardous Substances without the express prior written consent of
Landlord and compliance a timely manner (at Tenants sole cost and expense) with all
Applicable Requirements as defined in Item 10 (d). “Reportable Use” shall mean (i) the
ingtallation or use of any above or below ground storage tank, (ii) the generation, possession,
storage, use, transportation, or disposal of a Hazardous Substance that requires a permit from,
or with respect to which a report, notice, registration or business plan is required to be filed
with, any governmental authority, and (iii) the presencein, on or about the Premises of a
Hazardous Substanclb with respect to which any Applicable Lawsrequire that a notice be given
to persons entering or occupying the Premises or neighboring properties. Notwithstanding the
foregoing, Tenant may, without Landlords prior consent,-but upon notice to Lessor and in
compliance with all Applicable Requirements, use any ordinary and customary materials
reasonably required to be used by Tenant in the normal course of the Permitted Use, o long as
such usc isnot a Reportable use and does not expose the Premises or neighboring propertiesto
any meaningful risk of contamination or damage or expose Landlord to any liability therefor.
In addition, Landlord may (but without any obligation to do se) condition its consent to any
Reportable Use of and Hazardous Substance by Tenant upon Tenants giving Landlord such
additional assurances as Landlord, in its reasonable discretion, deems necessary to protect itself,
the public, the Premises and the environment against damage, contamination or injury and / or
liability therefor, including but not limited to the ingtallation (and, at landlords option, removal
on or before Lease expiration or earlier termination) of reasonably necessary protective
modifications to the Premises (such as concr ete encasements) and / or the deposit of an
additional Security Deposit.

(b) Duty to Inform Landlord: If Tenant knows, or has reasonable cause to believe, that a
Hazar dous Substance has come to be located in, on, under or about the Premises or the
Building, other than as previoudy consented to by Landlord, Tenant shall immediately give
Landlord written notice thereof, together with a copy of any statement, report, notice,
registration, application, permit, business plan, license, claim, action, or proceeding given to, or
received from, any governmental authority or private party concerning the presence, spill,
release, discharge of, or exposureto, such Hazar dous Substance including but not limited to all
such documents as may be involved in any Reportable Use involving the Premises. Tenant shall
not cause or permit any Hazardous Substance to be spilled or released in, on, under or about
the Premises (including, without limitation, through the plumbing or sanitary sewer system).

(c) Indemnification: Tenant shall indemnify, protect, defend and hold Landlord, its
agents, employees, lenders and ground lessor, if any, and the Premises, harmless from and
against any and all damages, liabilities, judgments, costs, claims, liens, expenses, penalties, loss
of permits and attorneys and consultants fees arising out of or involving any Hazar dous
Substance brought onto the Premises by or for Tenant or by anyone under Tenants control.
Tenants obligations under this Item 10 (c) shall include, but not be limited to, the effects of any
contamination or injury to person, property or the environment created or suffered by Tenant,
and the cost of invegtigation (including consultants and attorneys fees and testing), removal,
remediation, restoration and / or abatement thereof, or of any contamination therein involved,
and shall survive the expiration or earlier termination of this Lease. No termination,
cancellation or release agreement entered into by Landlord and Tenant shall release Tenant



from its obligations under this L ease with respect to Hazardous Substances, unless specifically
S0 agreed by Landlord in writing at the time of such agreement.

(d) Tenants Compliance with Requirements: Tenant shall, at Tenants sole cost and
expense, fully, diligently and in a timely manner, comply with all “ Applicable Requirement”,
which term is used in this Lease to mean all laws, rules, regulations, ordinances, directives,
covenants, easements and restrictions of record, permits, the requirements of any applicable
fire insurance underwriter or rating bureau, and the recommendations of Landlords engineers
and / or consultants, relating in any manner to the Premises (including but not limited to
matters pertaining to (T) industrial hygiene, (ii) environment conditions on, in, under or about
the Premises, including soil and groundwater conditions, and (iii) the use, generation,
manufacture, production, installation, maintenance removal, transportation, storage, spill, or
release of any Hazardous Substance), now in effect'or which may hereafter come into effect.
Tenant shall, within five (55 days after receipt of Landlords written request, provide Landlord
with copies of all documents and information, including but not limited to permits,
registrations, manifests, applications, reports and certificates, evidencing Tenants compliance
with any Applicable Requirements specified by landlord, and shall immediately upon receipt,
notify Landlord in writing (with copies of any documents involved) of any threatened or actual
claim, notice, citation, warning, complaint or report pertaining to or involving failure by
Tenant or the Premisls to comply with any Applicable Requirements.

(&) Inspection; Compliance with Law: Landlord, Landlords agents, employees,
contractors and designated representatives, and'the holders of any mortgages, deeds of trust or
ground leases on the Premises (“Lenders’) shall have the right to enter the Premises at any time
in the case of an emergency, and otherwise at reasonable times, for the purpose of inspecting the
condition of the Premises and for verifying compliance by Tenant with this L casc and all
Applicable Requirements (as defined in Item 10 (d), and Landlord shall be entitled to employ
experts and / or consultants in connection therewith to advise Landlord with respect to Tenants
activities, including but not limited to Tenants installation, operation, use, monitoring,
maintenance, or removal of any Hazardous Substance in, on or from the Premises. The costs
and expenses of any such inspections shall be paid by the party requesting same, unlessa
Default or Breach of thisL ease by Tenant or a violation of Applicable Requirementsor a
contamination, caused or materially contributed to by Tenant, is found to exist or to be
imminent, or unless the inspection is requested or ordered by a governmental authority as the
result of any such existing or imminent violation or contamination. In such case, Tenant shall
upon request reimburse Landlord or Landlords Lender, as the case may be, for the costs and
expenses of such inspections.

() Hazardous Substance Conditions: |f a Hazardous Substance Condition occurs,
unless Tenant is legally responsible therefor (in which case Tenant shall make the investigation
and remediation thereof required by Applicable Requirements and this L ease shall continue in
full force and effect, but subject to Landlords rights under this Lease, Landlord may at
Landlords option either (I) investigate and remediate such Hazardous Substance Condition, if
required, as soon as reasonable possihle at Landlords expense, in which event this L ease shall
continue ilgxlilljgr ce and cffect, or (ii) if the estimated cost to investigate and remediate such_ e, com T
conditions ‘excess twelve (12) times the then monthly Base Rent or @@wﬁhwer is Fw Semahi
greater), give written notice to Tenant within thirty (30) days after receipt by Landlord of ",)::' sl
knowledge of the occurrence of such Hazardous Substance Condition of Landlords desire to ——
terminate this L ease as of the date sixty (60) days following the date of such notice. In the event
Landlord electsto give such notice of Landlords intention to terminate this Lease, Tenant shall
have theright within ten (10) days after thereceipt of such notice to give written noticeto
Landlord of Tenants commitment to pay for the excess costs of (a) investigation and
remediation of such Hazardous Substance Condition to the extent required by Applicable
Requirements, over (b) an amount equal to twelve (12) times the then monthly Base Rent or
$100,000.00 (whichever is greater). Tenant shall provide Landlord with the funds required of
Tenant or satisfactory assurance thereof within thirty (30) days following said commitment by
Tenant. In such event this Lease shall continue in full force and effect, and Landlord shall
proceed to make such investigation and rcmcediation as soon as reasonably possible after the
required funds are available. If Tenant does not give such notice and provide the required



fundsor assurance thereof within the time period specified above, this Lease shall terminate as
of the date specified in Landlords notice of termination.

Signs Tenant shall not place or allow to be placed any signs on the exterior of the
premises, or which are visible from outside the premises, without the prior written consent of
Landlord. Any sign that Landlord has approved shall be placed, constructed, and maintained
hy Tenant in compliance with all laws and Tenant shall obtain any required governmental
approvals. Landlord makes no representation with respect to Tenant’s ability to obtain such
approval. Glasslettering shall not exceed 20% of total first floor glass area of store. All lettering
shall be done by a professional lettering company after approval in writing by Landlord.
Lettering shall be done in a tasteful Manner and shall be consistent in style and size. In the
event Tenant violates any of the provisions of this paragraph, Landlord shall be entitled to
injunctive relief to restrain such violation and, in addition thereto, shall be entitled to liquidated
damages in the amount of $50.00 per day throughout the period of the violation.

Overloading Tenant shall not do anything on the premisesthat will causé damage to the
building in which the premises are located. The premises shall not he overloaded. No
machinery, apparatus, or other appliance shall be used or operated in or on the premises that
will in any manner injure, vibrate, or shake the premises. Tenant shall not overload the rear
loading area with vendor or distribution vehicles.

I
Merchanf’sAssociation Tenant agrees to continuoudy during the entire term her eof
maintain membership in the East Cake-Village MerAssociation. DeweTE

Parking: The, parking area to the rear of the leased premises shall be used for parking
by the Tenant, his agents and employees and delivery of merchandise to and from the premises;
the front parking lot of the shopping center (adjacent to East Lake Avenue) shall be used for
customer parking only, and not by Tenant, his agents and employees nor for delivery of
mer chandise to and from the premises; in any event, Tenant hereby agrees that Tenant’s use of
all parking lots shall be subject to reasonable regulations by Landlord by which regulations
Tenant agrees to abide.

11. CONTINUOUS OPERATION. Tenant shall continuoudy use the premises for the use
specified in this. Tenant agrees that Tenant shall throughout the entire term and any extensions
her eof use said premisesfor the purpose herein above described in the preamble and shall
occupy all of said premises and shall cause said premises to be open for business continuoudly
five (5) days per week between the hours of 9:00 A.M. and 5:00 P.M., with the following
exceptions; governmentally recognized holidays, December 24 and December 25. If the
premises are destroyed or partially condemned and this lease remains in full force and effect,
Tenant shall continue operation of its business at the premises to the extent reasonably practical
from the standpoint of good business judgment during any period of reconstruction. Tenant
sai @t all maintain a staff of counsclor / supervisors for supervision of its students and
program participants so as not to adversely affect other Tenants or their customers, employees,
agents or invitees. Landlord reserves the right to monitor Tenants operation regarding its
effect on other Tenants, customers, employees, agents or invitees and to require Tenant to
mitigate any adverse affect on such Parties should Tenants operation deem such action
necessary.

13. REAL PROPERTY TAXES. Within twenty (20) days after receiving notice from
Landlord, Tenant shall pay its proportionate share of all real estate property taxes,
governmental fees, and assessments of every kind and nature levied against or in connection
with the land, buildings, and other improvements with the shopping center during the term of
this lease or any extension thereof, including any future parking or facilities required of
Landlord by applicable governmental regulations.

Tenant’s proportionate share for each tax year shall be the ratio of the total real property taxes
that the total number of square feet in the premises bear :to the total number of leaseable
square feet in the building and other improvements in which the premises are located.

14. PERSONAL PROPERTY TAXES. Tenant shall pay before delinquency all-taxes,
assessments, license fees, and other charges (“taxes’) that are levied and assessed against




Tenant’s personal property, equipment and trade fixtures installed or located in or on the
premises, and that become. payable during the term. On demand by Landlord, Tenant shall
furnish Landlord with satisfactory evidence of these payments.

If any taxes on Tenant’'s personal property, equipment and trade fixtures are levied
againgt Landlord or Landlord’s property, or if the assessed value of the building and other
improvements in which the premises are located is increased by the inclusion of a value place on
Tenant’s personal property, equipment and trade fixtures, and if Landlord pays the taxes on
any of these items or the taxes based on the increased assessment of these items, Tenant, on
demand, shall immediately reimburse Landinrd for the sum of the taxes levied against
Landlord, or the proportion of the taxes resulting from the increase in Landlord’s assessment.
Landlord shall have the right to pay these taxes regardless of thevalidity of the levy.

15, MAINTENANCE BY TENANT. Tenant shall at all times keep the lease premises in
good order, condition and repair. This obligation shall include, but not be limited to,
maintenance of exterior entrances, all plate glass, window moldings, partitions, doors, door
jambs, door closures, door hardware, sub-floor, skylights, fixtures, equipment, electrical
system, lighting, plumbing systems, plumbing fixtures, and all other portions of the premises
which Landlord isnot specifically obligated to maintain under the terms of the following
paragraph. Tenant's obligation hereunder shall include the duty to make repairs or
replacements where necessary according to the percentage of the expected useful life of the

subject item represented by Tenants term, but shall net include damage caused by unavoidable o<~

casualty to the extent covered by Landlord’s insurance. Tenant shall be liable for any damage
to the building in which the premises are located resulting from any act or emission of Tenant
or its authorized representatives. Tenant shall maintain a contract of regular maintenance with

the premises, — Whay 15T THhs puclaoco tno M A

16. MAINTENANCE BY LANDLORD. If Tenant refuses or neglects to properly maintain
or repair the premises asrequired hereunder and to the reasonable satisfaction of Landlord as
soon as possible after written demand, Landlord may make such repairs without liability to
Tenant for any loss or damage-that may accrue to Tenant's merchandise, fixtures or other
property or to Tenant’s business by reason thereof, and upon completion thereof, Tenant shall
pay Landlord’s costs for making such repairs plus 20% for overhead, upon presentation of bill
therefore, as additional rent. Landlord shall be responsible for the repair and maintenance of
the structural parts of the building and other improvementsin which the premises are located,
which structural parts include only the foundations, bearing and exterior walls (excluding all
signs), roof, and plumbing, sewage systems and waste systems lying outside the premises,
excluding any modifications or alterations made to same by Tenant.

17. COMMON AREAS AND FACILITIES. The term “common area’ as used in this Lease
shall mean tile parking areas, roadways, pedestrian sidewalks, hallways, corridors, loading
docks, delivery areas, landscaped areas, and all nther areas or improvements which may be
provided by Landlord for the common use of the tenants of the center in which the premisesare
Stuated. The common area shall include roof overhangs, awnings, canopies, and any columns
supporting them. Landlord hereby reserves the exclusive right to:

a. To establish reasonable rules and regulations for the use thereof;

b. To use or permit the use by others to whom Landlord may have granted such rights
for promotional activities and outdoor sales;

c. To close all or any portion thereof as may be necessary by Landlord to prevent a
dedication thereof or the accrual of any rights by any person or the public thereof; and

d. To change the layout of such common areas, including the right to reasonably add to
or subtract from their shape and size, whether by the additinn of building improvements
or otherwise.

Landlord shall operate, manage, equip, light, repair and maintain said common areas
owned by Landlord for their intended purposes in such manner as Landlord shall at



Landlord’s sole discretion determine, and Landlord may from time to time change the size,
location, nature and use of said common areas and may make installations'therein and move
and remove the same.

18. OPERATING COSTS AND EXPENSES: Tenant shall pay to Landlord as additional rent,
at the times hereinafter set forth, without deduction, offset or abatement, Tenant’s
proportionate share of all direct costs and expenses of every kind and nature paid or incurred
by Landlord in eperating and maintaining the premises. Such costs and expenses shall include,
without limitation, costs of cleaning, lighting, landscaping, providing security, providing public
liability, property damage, fire and extended coverage, and such other insurance as Landlord
deems appropriate, all wages and benefits (including premiums for workers compensation and
other insurance) paid to or on behalf of employees, fersonal propeﬂy@upplies, fire
protection and fire hydrant charges, water and sewer charges, utility charges, license and
per mit fees, reasonable depreciation of equipment used in operating and maintaining the
common areas, and rent paid for leasing any such equipment., all costs of maintaining,
repairing, resurfacing and replacing all commeon areas and all building exteriors, including al}
roof areas, over hangs, siding, glazing, door s, fiasco, awnings, sheet metal, gutters, heating
venting and air conditioning equipment, lighting and utility installations plus Landlord’s
management and administrative expenses.

Tenant’s estimated payment of additional rent shall be based on the proportion that Tenant’s
leased Premises beary in relation to the total leasable area of the total Project and shall be paid
monthly or upon such other basis as Landlord shall require. Tenant may request in writing at
any time an accounting of such additional rent from Landlord and Landlord shall provide an
accounting to Tenant in an expedient manner.

19. ALTERATIONS. Tenant shall not make any alterations to the premises without
Landlord’s written consent. As a condition of consent, Landlord at his election can require
Tenant to post a bond with landlord in the amount of the cost of construction to be done by
Tenant. Any alterations made shall become the property of Landlord and shall remain on and
be surrendered with the premises on expiration or termination of the term and, except that
Landlord can elect within 30 days before expiration of the term, or within fifteen days after
termination of the term, to require Tenant to remove any alterations that Tenant has made to
the premises. If Landlord so elects, Tenant at its cost shall restore the premisesto the condition
designated by Landlord in its election, before the last day of the term, or within 30 days after
notice of election is given, whichever is later. If Tenant makes any alterations to the premises as
provided in this paragraph, the alterations shall not be commenced until five days after
landlord has received notice from Tenant stating the date the ingtallation of the alterations is to
commence s0 that Landlord can post and record an appropriate notice of non-responsibility.

20. MECHANIC'S LIENS. Tenant shall pay all costs for construction done for it or caused to
be done by it on the premises as permitted by thislease. Tenant shall keep the huilding, other
improvements, and land of which the premises are a part free and clear of all mechanic’s liens
resulting from congtruction done by or for Tenant.

21. UTILITIES AND SERVICES. Tenant shall make all arrangements for and pay for all
utilities and services furnished to or used by it, including, without limitation, gas, electricity,
water, telephone service, and trash collection, and for all connection charges. Tenant agreesto
pay his pro-rata share of any charges billed to the Landlord by any government agency for the
use and rent of sewage facilities or any other service or assessment.

22. LIABILITY INSURANCE. Tenant hereby agrees to indemnify Landlord and to hold it
harmless from any liability, claim for damages, or attorney's fees incurred by reason of any
personal injury or death to any person, including any of Tenant’s employees, agents,
licensees, invitees or assigns, or any injury to property of any kind whatsoever, and to
whomever belonging, including Tenant, from any cause or causes whatsoever, in any way
connected with Tenant’s use of the Premises, during the term of this Agreement or any
extension thereof or any occupancy by Tenant hereunder. This indemnity shall include the
ohligation to defend Landlord from any such lawsuits or claims filed. Tenant's obligation
under this paragraph shall not apply if such liability, loss, cost, damage or expense arises
out of or relates to tbe grossly negligent or intentional act or acts of Landlord, or its
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employees, agents, contractors, or prior tenants of the Premises, or to a breach by the
Landlord of any terms, conditions or obligation on Landlord’s part to be required or
performed under the terms of this Agreement, or to any structural or latent defect or defects
contained in the Premises.

23. TENANT’'S PROPERTY AND FIRE INSURANCE. Tenant at its cost shall maintain ¢ “houdd”

on all its personal property; equipment and trade fixtures, in, on, or about the premises, a
policy of standard fire and extended coverage insurance, with vandalism and malicious mischief
endor sement, to the extent of at least 100% of their full replacement value. The proceeds from
any such policy shall be used by Tenant for the replacement of personal property or the
restoration of Tenant’simprovements or alterations. Tenant shall deliver to Landlord
certificates of such tire insurance policies, which shall contain a clause requiring the insured to
give Landlord ten days written notice of cancellation of such policies. Except in the case of
Landlord’s intentional misconduct or gross neglect, Landlord shall not be liable for any
damage to property of Tenant or of otherslocated on the premises, nor for the loss of or
damage to any property of Tenant or of othersby theft or otherwise. Except in the case of
Landlord’s intentional misconduct or gross neglect, Landlord shall not be liable for any injury
or damage to persons or property resulting from fire, explasion, falling plaster, gas, electricity,
water, rain or leaks from any part of the premises, or the common areas, or frnm the pipes,
appliances or plumbing works or from the roof, street or subsurface or from any other place or
by any other cause of whatsoever nature. Landlord shall not be liable for any such damage
caused by other tenants or persons in the premises, occupants of adjacent property, of the
common area, or the public, or quasi-public wdrk Landlord shall not be liable for any latent
defect in the premises or in the building of which they form a part. Al property of Tenant Kept
or stored on the premises shall be so kept or stored at the risk of Tenant only and Tenant shall
hold Landlord harmless from any claims arising’out of such damage to the same, including
subrogation claims by Tenant’s insurance carriers, unless such damage shall bc caused by the
willful act of gross neglect of Landlord, and through no fault of Tenant.

24. PLATE GLASS INSURANCE. Tenant acknowledges that it is sdf-insured and shall be
responsible for all damage to plate glass contained in or on the Premises. Tenant shall
indemnify Landlord from all liability caused by damage to plate glass contained in or on the

Premises. uales caused Specfeeadly by Lamoloat, kiv agpds | imploqaen oA 7

25. LANDLORD’S INSURANCE. Landlord shall maintain an the building and other
improvements in which the premises are located policies of comprehensive public liability
insurance, policy of standard fire and extended coverage insurance and such other
insurance as Landlord deems appropriate. The insurance policy shall provide that any
proceeds shall be made payable to Landlord.

26. LIABILITY AND INDEMNITY. Landlord shall not be liable to Tenant for any damage
arising from intentinnal acts or negligence of other tenants-or occupants of the building. Tenant
shall indemnify, defend, protect, and hold Landlord harmless from and against any and all
claims, losses, proceedings, damages, causes of action, liability, costs or expense, (including
attorneys fees) arising from or in connection with, or caused by (a) any act, omission or
negligence of Tenant or any subtenant of Tenant, or their respective contractors, licensees,
invitees, agents, servants or employees, wheresoever the same may occur, or (b) any use of the
premises, or any accident, injury, death or damage to any person or property occurringin, on
or about the premises, or any part thereof, and any service delivery facilities of any other
portions of the center used by Tenant, excluding such claims, loss, proceedings, damages, causes

of action, liability, costs or expenses @ﬂ;ﬁ@ming from or in connection
with, or caused by Landlord's active negligence or willlul misconduct.

27.  WAIVER OF SUBROGATION. Each Party hereby waives any and all rights of
recovery against the other party or against any other tenant or occupant of the building in
which the premises are situated, or against the officers, employees, agents, representative,
customer s and business visitor s of such partiesor of such other tenant or occupant of the
building for loss or damage tn said party or its property or the property of others under its

control, arising from any cause insured against under the standard form of tire insurance policy
with all permissible extension endor sements covering additional perilsor under any other
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policy of insurance carried by such party in lieu thereof, to the extent such loss or damage is
insured againgt by such policy.

28. DESTRUCTION. If there is destruction of the building and other improvements in
which the premises are located from any cause that exceeds 33-1/3% of the then replacement
value of the building and other improvements, Landlord can elect to terminate this lease
whether or not the premises are destroyed, as long as Landlord terminates the leases of all
tenants of the building and other improvements. Upon giving of written notice to Tenant, the
term of this lease shall expire by lapse of time upon the third day after such notice is given, and
Tenant shall vacate the leased premises and surrender the sameto owner. Nothingin this
paragraph shall be construed as a limitation of Tenant's liability for such occurrence, should
such liability otherwise exist.

If the premises or other building and other improvements in which the premises are
located are totally or partially destroyed from any cause, rendering the premises totally or
partially inaccessible or unusable, and Landlord does not elect to terminate this lease as
provided above, then Landlord shall restore the premises or the building and other
improvements in which the premises arc located tn substantially the same condition as existed
before degtruction, if the restoration can be made under the existing laws and can be completed
within 180 working days after the date of destruction, Tenant shall be responsble for replacing
any of Tenant’s persanal property, equipment or trade fixtures.

If the restoration cannot be made in the time stated above, then within 15 days after the
parties determine that the restoration cannot be made withih such time, Tenant can terminate
this lease immediately by giving written notice to Landlord. If Tenant fails to terminate this
lease and if restoration is permitted under the existing laws, Landlord, at its election can either
terminate thislease or restorethe premisesor the building or other improvementsin which the
premises are located within a reasonable time and this lease shall continue in full force and
effect. If the existing laws do not permit the restoration, either party can terminate this lease
immediately by giving notice to the other party.

In case of destruction there shall be an abatement or reduction of rent between the date
of destruction and the date of completion or restoration, based on the extent to which the
destruction interferes with Tenant’s use of the premises.

E_I‘cnant waives the provisions of Civil Code Section 1932(2) and Civil Code Section
1933(4) with respect to any destruction of the premises. | .

29. CONDEMNATION. Should during the term of this lease or during the period of time
between the execution of this lease and the date the term commences, title to all of the leased
premises or so much thereof that a reasonable amount of reconstruction of the premises will not
result in the premises being reasonably suitable for Tenant’s continued occupancy for the use
and purposes for which the premises are leased, be taken by any public or quasi-public entity
under any statute or by right of eminent domain, or by private purchase in lieu thereof, then
this lease shall terminate as of the date that possession of said premises, or part thereof, be
taken.

If any part of the premises shall be so taken and the remaining part thereof (after
reconstruction of the ten-existing building in which the premises are located) is reasonably
suited for Tenant’s occupancy, thislease shall, asto the part so taken, terminate as of the date
that possession of said part bc taken, and the rent shall be reduced in proportion to the amount
of floor area taken.

All compensation awar ded or paid upon such atotal or partial condemnation shall
belong to and be the sole property of Landlord.

30.  ASSIGNMENT. Tenant shall not voluntarily assign or encumber its interest in this lease
or in the premises, or sublease all or any part of the premises, or allow any other person or
entity (except Tenant’s employees) to oceupy or use all or any part of the premises, without first
obtaining Landlord’s written consent.




3L INVOLUNTARY ASSIGNMENT. No interest of Tenant in tbis lease shall be
assignable by operation of law (including, without limitation, the transfer of this lease by testacy
or intestacy). Each of the following acts shall be considered an involuntary assignment:

(NIf Tenant is or becomes bankrupt or insolvent, makes an assignment for the benefit of
creditors, or institutes a proceeding under the Bankruptcy Act in which Tenant is the
bankrupt; or, if Tenant isa partnership or consists of more than one person or entity, if
any partner of the partner-ship or other person or entity is or becomes bankrupt or
insolvent, or makes an assignment for the benefit of creditors;

(2)If a writ of attachment or execution is levied on this lease;

(I, in any proceeding or action to which Tenant is a party, a receiver, holder or trustee
is appointed with authority to take possession of the premises.

An involuntary assgnment shall congtitute a default by Tenant and Landlord shall have
the right to elect to terminate this lease, in which case this lease shall not be treated as an
asset of Tenant.

32 DEFAULT. In the event of default in the payment of any installment of rent, or in the
performance of any other covenants or conditions of this lease, which default continues for
three((3)) days after dotice and demand in writing by Landlord to correct such default, or if
Tenant abandons the property prior to the expiration of the term provided for in this
sgreement, the Landlord may at his option terminate the. lease and recover damages from
Tenant, including (a) the worth at the time of award of the unpaid rent which has been earned
at thetime of termination; (b) the worth at the time of award of the amount by which the
unpaid rent which would have been earned after termination until the time of award exceeds
the amount of such rental loss that Tenant proves could have been reasonably avoided; c) the
worth at the time of award of the amount by which the unpaid rent for the balance of the term
after the time of award exceeds the amount of such rental loss for such period that Tenant
proves could be reasonable avoided; and (d) any other amount necessary to compensate
Landlord for all the detriment proximately caused by Tenant's failure to perform his obligation
tinder this lease, or which the ordinary course of things would be likely to result therefrom.

""A?U,"(Other than the payment of rent, in the event Tenant does not cure a default within
fifteen (15) days of nbticc of such default by Landlord (such notice being evidenced in writing
and-being ¢onsidered noticed as of the date of postmark by U.S. mail) Landlord can cure the
default at Tenant’s cost)If Landlord by reason of Tenant’s default, pays any sum or does any
act that requires the payment of any sum, the sum paid by Landlord shall be due immediately
from Tenant to Landlord at thetimethe sum ispaid, and if paid at a later date shall bear
interest at the rate of 10% per annum from the date the sum is paid by Landlord until
Landlord is reimbursed by Tenant. The sum, together with interest on it, shall be additional
rent.

10

If Tenant shall fail ng any monthly rent payment by the fifth day of the month, or
ally hilled charges, within®days of hilling date in which payment is due, a late charge shall be
assessed equal to 10% of the payment. In addition, any rent not paid by such date shall bear
interest until paid at the rate of 10% per annum plus the prevailing discount rate established by
the Federal Reserve Bank of San Francisco. In the event that any check or other instrument
tendered by Tenant is dishonored, in addition to late charges and interest as specified above,
Tenant shall pay an additional fee of $15.00 to reimburse Landlord for administrative costs
incurred in connection with such dishonored instrument. In any such case of dishonored check,
the Lessor may thereupon make a written demand upon L essee to pay all sums thereafter due
under this lease and any extensions hereof in cash, certified check or U.S. Postal Money Order
and Lessee does hereby covenant and agree with Lessor that Lessee shall comply with any such
demand. Following each second consecutive late payment of rent, Lessor shall have the option
to require that beginning with the first payment of rent due following the date such late
payment became due, rent shall no longer be paid in monthly installments but shall be payable
three (3) months in advance. Nothing contained in this paragraph shall extend or otherwise
alter Tenant’s obligation to pay rent in advance on the first day of each month as provided in
Paragraph 4 aboveExcepting that during the first ninety (90) days of the term of this lease,
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Landlord shall waive the penalties contained in this Item 32 provided that Tenant furxishesto
Landlord written evidence that apprepriate direction has been given to Tenant’s J:counts
Payable department regarding the payment obligations contained in this Agreement.3 Reasanabls

33. LANDLORD'S ENTRY ON PREMISES. Landlord or its designee shall be permitted to
enter upon the leased premises during normal business hours or in the event of an emergency to
inspect the premises, to make repairs, additions or alterations to the premises, the building of
which the premises form a part, or to exhibit the premises to prospective tenants, buyers or
their agents, or to place “For Sale’ signs at any time during the term, or “For Rent” signs
during the last three months of the term, or during any period while Tenant is in default.

Landlord shall not be liable in any manner for any inconvenience, disturbance, loss of
business, nuisance, or other damage arising out of Landlord’s entry on the premises as
provided in this paragraph. Tenant shall not be entitled to an abatement or reduction of rent if
Landlord exercises any rights reserved in this paragraph.

34. SUBORDINATION. Thislease is and shall be subordinate to any encumbrance now of
record or recorded after the date of thisease affecting the building, other improvements, and
land of which the premises are a part. Such subordination is effective without any further act of
Tenant. Tenant shall from time to time on request from Landlord execute and deliver any
documents or instruments that may be required by a lender to effectuate any subordination. |f
Tenant fails to execute and deliver any such documents or instruments, Tenant irrevocably
congtitutes and appoints Landlord as Tenant’s special attorney-in-fact to execute and deliver
any such documents or instruments.

Within ten (10) days after receipt of a written request therefor by Landlord, Tenant
agrees to execute and deliver in recordable form an cstoppel certificate to any mortgagee or
proposed mortgagee or purchaser to the Landlord certifying (if such be the case) that this lease
is unmodified and in full force and effect (and if there has been modification, that the same is in
full force and effect as modified and stating the modifications); that there are no defenses or
offsets against the enforcement thereof or stating those claimed by the Tenant; and stating the
date to which rentals and other charges are paid. Such certificate shall include such other
information as may be reasonably required. The failure by the Tenant to deliver any such
certificate within thirty (30) clays shall be conclusive upon the Tenant that thisleaseisin full
force and effect and has not been modified except as may be represented by Landlord. Notices
of any default by Landlord shall be given by Tenant to any mortgagee of whom Tenant has
been natified in writing, and said mortgagee shall have the right but not the obligation to cure
said default.

35. NOTICE. Any notice, demand, request, consent, approval, or communication that
either party desires or is required to give to the other party or any other person shall bein
writing and cither served personally or sent by prepaid first class mail to the address set forth
in the introductory paragraph of this lease. Either party may change its address by so notifying
the other party, and notice shall be deemed communicated within 48 hours from the time of
mailing if mailed as provided in this paragraph. Other modes of delivery may be utilized,
provided such other delivery service can provide a proof of delivery.

36. WAIVER. The failure or delay of Landlord in enforcing any right or remedy in
violation by Tenant of any term or condition of this lease shall not be deemed to be a consent by
Landlord to such violation, arid shall not bar, stop or prevent Landlord from enforcing such
right or remedy either for such violation or for any subsequent breach of any term, condition or
covenant hereof.

37. LEGAL EXPENSES. Tenant shall pay te Landlord all amounts for reasonable
attorney’s feesincurred Whandlqrd in connection wjth/any breach or default under thislease
or incurred in order to enforce the terms or provisions hereof, Such amount shall be payable
upon demand. In addition, in the event thag,a?x?/actio_x; shall beingtituted by either of the parties
hereto for the enforcement of any or its-rights or remedies-in_or under this lease, the prevailing
party shall be entitled to recovc,r,frrﬁ the other party all costsineurred by said prevailing party
in said action, including reassnable attorney’s feesto be fixed by the cotirt therein. AJO




38. SURRENDER OF PREMISES; HOLDING OVER. On expiration or termination of the
term, Tenant shall remove all personal property and shall surrender to Landlord the premises
and all Tenant’s improvements and alterations in good condition (except for ordinary wear and
tear occurring after the last necessary maintenance made by Tenant), except for alterations that
Tenant has the right to remove or is obligated to remove under the provisions of Paragraph 18
(Alterations).

If Tenant remains in possession of the premises after the expiration or termination of
theterm of thislease, with landlord’swritten consent, .such possession. shall be deemed to bea
month-to month tenancy only, and not a renewal of this lease or an extension for any further
term. Such month-to-month tenancy shall be subject to the same terms and conditions as were
applicable during the lease term, except (1) the base rent for each month of such tenancy shall
be one hundred ten percent (110%) of the base rent payable during the last month of the lease
term, which rent shall bein addition to all other charges set forth in thislease, and (2) all
options, rights of first refusal, if any, granted tinder the terms of this lease shall be deemed
terminated and shall be of no further effect during said month-to-month tenancy. If Tenant
remains in possession of the premises after the expiration or termination of the term of this
lease or any extension thereof, without Landlord’s written consent, Tenant shall be liable to
Landlord for all damages occasioned by such holding over, including claims by any prospective
occupant of the premises for such delay.

i

39. SALE BY LANDLORD. In the event of the sale or conveyance by Landlord of the property
containing the demised premises, such sale shall operate to.release Landlord from any future
liability upon any of the covenants or conditions, expressed or implied, contained in this Lease
in favor of Tenant, andﬁch event Tenant agrees to look solely to the responsibility of the
successor in interest of Landlord. If any security be given by Tenant pursuant to Paragraph 8
(Security Deposit) of this Lease, Landlord may transfer or deliver the security, as such, to the
purchaser of the property, and thereupon Landlord shall be discharged from any further
liability with respect thereto.

40.  Tenant shall continue to be liable for all rents payable hereunder beyond the term of
this lease until Tenant has removed all personal property from the premises and
surrendered the premises keys to the Landlord or Landlord’s designated agent.

41. Rental payments are to be paid as follows: SIX C'S - EAST LAKE VILLAGE
SHOPPING CENTER, 236 Ocean Street. Santa Cruz, California 95060.

42. GENERAL CONDITIONS:

(NTimeis of the essence of each provision of thislease. The parties hereby acknowledge
and agree that timeis strictly of the essence with respect to each and every term,
condition, obligation and provision hereof and that the failure to timely perform any of
the obligations bereof by either party shall congtitute a breach of and default under this
lease by the party so failing to perform.

(2)If either party is a corporation, that party shall deliver to the other party on execution
of thislease a certified copy of aresolution of itsboard of directorsauthorizing the
execution of this lease arid naming the officers that are authorized to execute this lease
on behalf of the corporation.

(3)This lease shall be binding on and inure to the benefit of the parties arid their
successors, except as provided in Paragraph 29 (Assgnment).

(4)Rent and all other sums payable under this lease must be paid in lawful money of the
United States of America.

(5)Each party shall be responsible for the payment of any commission or finder’s fee
due to any real estate broker, tinder, or other person, with whom that respective party
has entered into an agreement.

(6)All exhibits referred to are attached to this lease and incorporated by reference.
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43.

(7 This lease shall be construed and interpreted in accordance with the laws of the State
o California.

(8)This lease contains all the agreements of the parties and cannot be amended or
modified except by a written agreement.

(9The captions of this leaseshall have no effect on its interpretation.

(10)“Party” shall mean Landlord or Tenant; and if more than one person or entity is
Landlord or Tenant, the obligations imposed on that party shall be joint and several.

(11)The unenfor ceability, invalidity, or illegality of any provision shall not render the
other provisions unenforceable, invalid, or illegal.

(12)This lease has been the subject of negotiation by ail parties hereto, and the parties
therefore expressly agree that this lease and all provisions contained herein shall not be
construed in favor of or against any party by reason of that party havin'g prepared this
lease or any draft or any part hereof.

(13)The submission of this lease by Landlord to Tenant does not constitute a reservation
of or an option for the premises, and this lease becomes effective as a lease only upon the
execution herdof by Landlord and Tenant, and delivery to each party of a fully executed
lease, and upon Landlord's receipt from Tenant of all monies required upon execution
of this lease.

(14) Except where permitted in this Icase agreement, Tenant and it’'s agents, employees
and assigns hereby agree to maintain as confidential the terms and conditions of this
agreement, unless Landlord grants its permission in writing that Tenant, its agents,
employees and assigns may disclose the terms and conditions of this agreement.

(15) At the conclusion of this lease Tenant, not being in default, may remove its personal
property provided premises is restored to a “vanilla shell” condition, with all work being
performed in a workmanlilce fashion.

(16) Tenant shall continue to be liable for all rents and costs due under this lease, until
Tenant returns keys to landlord or landlords designated agent after the expiration or
earlier termination of this lease.

(17) Each individual executing this Lease on behalf of such party represents and
warrantsthat he or sheisduly authorized to execute and deliver this Lease on behalf of
said party.

FRUSTRATION OF PURPOSE: Landlord and Tenant both represent and

acknowledge that the terms and provisions of this lease were freely negotiated between the
parties and that Landlord consented to this lease on the expectation that the terms and
conditions of the tenancy would be determined by those negotiations and the provisions of this
lease. If during the term of this lease any statute, ordinance or regular law becomes enacted or
promulgated which altersthe rent provisions set forth in this lease, then unless Tenant waives
the provisions of any such statute, ordinance or regulation, and such waiver islawful and
binding, then Landlord shall have the right to terminate this lease by giving Tenant 90 days
written notice of termination.

SX CS - EAST'LAKE VILLAGE SHOPPING CENTER-Landlord

By:

William J. Codiga, it's duly authorized representative Date

322




By: :
! John P. Rhodes, Chief Probation Officer, Probation Department Date
By: _
Chief Assistant County Counsel Date
\\\
By: \
Date *
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Rules and Reguiations

a. Landlord reserves the right from time to time for public welfare or benefit of all
the Tenants of the Project to amend or suppiement the following rules and
regulations and to adopt additional rules and rEguhm'ons applicable to the
Leased Premises. Reasonable notice of such rules and regulations nnd
amendments and supplements thereto, If any, shall be given to Tenant.

b. Tenant agrees as follows:

(1) Al loading and unloading of goods shnll be done only at such times, in the
urens, and through the entrances designated fur such purposes by
Landlord,

(2) The delivery or shipping al’ merchandise, supplies and fixtures to and

from the Lcssed Premises shall be subject to such rules and regulations as

in the judgment of Landlord are necessary for the proper operation of the

Leased Premises or the Project.

All garbage and refuse shall be kept ia the kind of contniner specified by

Landlord, and shnll bc placed outside of the Lenased Premises prepared

for collection in the manner and at thec times and places specified by

Landlord. Tenant shnll pay rhe cost of removal of Tenant's refuse or

rubbish.

(4) No naerial, satellite dish, telephone wire, enaxial cable or other line shall be

erected o the roof or exterior walls of the premises, or the grounds,
without in each instance. the wirttes consent of the Landlord. Any aerial.
satellite dish, telephone wire, coaxial cable or other line so installed
without suéh written consent shnll be subject to removal without notice at
auy time and Tenant shall pay with the next rent due the cost of removal
and roof repair.

{5) No loudspeakers, televisions, phanography, radios or other devices shall

be used in a manner so as to be heard of or seen outside of the Leased
Premises without prior written consent of Landlord. Additionally,
Tenant shall conduct its bustness In a quiet and orderly manner so as not
to create unreasonable or unrelated noise.

(6) The outside areas Immediately adjoining the premises shall be kept clean

and free frem dirt and rubbish by Tenant to the satisfaction of Landlord

nnd Tenant shall not place or permlit any obstructions or merchandise in
such areas except with Lawndliord’s specific written approval.

Tenant nnd Tenant's empluyees shall park automobiles in Project in

areas specifically designated by Landlord.

(S) The plumbing fncilitics shall not be used for any other purpose than that
for which they are constructed, and no fureign substance of any kind
shall be thrown therein. The expense of any breakage. stoppage. or
damage resulting from a vielation of this provision shall be borne by
Tenant, who caused same, or whose employees, agents or invitees caused
snme.
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(9) Tenant shall use at Tenaut’s cost such pest extermination contractor as
Landlord may direct nnd at such intervals as Landlord may require.

(10)  Tenant shall not burn any trask or garbage of any kind im or about
the Leased Premises or Project.

(11)  All public entrances nnd cxits to the L.eased Premises shall be kept
unobstructed and epen to the public during nermal business hours.

(12) Tenant shall not ¢ause or permit any obnoxious or foul orders thnt
disturb the public or other temants. Should such.odors be evident, Tenant
shall be required to take immediate steps to remedy same upon written
natice from Landlord. .

(13) No pets belonging to Tenant or Tenant’s employees will be permitted
to wander or roam within the Commeon Areas or Facilities,

(14) Any restaurant or business that prepares food must show a certificite
of compliance with applicable governmental and health regulations and
must maintain same, including I'egulnrly scheduled clenning of any
hood/vent used in the restaurant operation upon Landlords request.
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This exhibit “C” is hereby made a part of that certain lease by and between SIX C'S
EAST LAKE VILLAGE SHOPPING CENTER (Landlord) and sanTA CRUZ
COUNTY (Tenant) for 930, 962 and 966 East Lake Avenue, Watsonville, Callfornin
dated August 3. 1999.

1. Improvemeuts: Per Item 3 of this lease, Landlord shall perform the following
improvements prior to the commencement of this lease...

-insure all restrooms meet current applicable governmental requirements.
~install door between kitchen and restroom area in 962 East Lake Avenue.
-install drop ceiling with scoustical tile in restroom and kitchen areas is 962.
-install door from kitchen area to conference room in 962.

-install door and 3 x 5 window between office in 962 and 966.

-install counter with cabinets above in kitchen area of 962.

-install wall for computer equipnent separation in restroom of 966,

-install lockeable locksets on all doors.

-install new carpet and base in 930 and 966.

-paint interior of all offices.

-insure full function of all electrical, heating, ventilation and rir conditioning
systems.




