
I

August 6,1999

County of Santa Cruz

PROBATION DEPARTMENT

P.O. BOX 1812, SANTACRUZ,  CA 95061.1812

(831)  454-2150 FAX:  (831)  454-3035

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 Crux 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 Of&e 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  30,200Z.  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 OfIicer 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 inchded 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.

Chief Probation  officer

JPRFN

RECOMMENDED:

F
County Administrative  Oi%cer

cc: County Administrative  Officer
county  Counsel
Auditor-Controller

Department of Public  Works, Real Property  Division
Probation Department



COUNTY OF SANTA CRUZ 3
REQUEST FOR APPROVAL OF AGREEMENT

‘0: Zoord of Supervisors FROM:

County Administrative  Officer Pr'obation (Dept.)
Zounty  Counsel

Auditor-Controller (Signature)  8/6/gg (Date)

The Zoard  of Supervisors  is hereby requested  to approve the a execution  of the same.

. <-id agreement  is between thew- Probation Department, Santa Cruz County (Agency)

c-d, %+srL/%K v/u< 54!-fl,& fsdm : 9L L E&Tc-~~r;~  #A&- (Name & Address)

2. Tie agreement will provide lease agreement for office space at 930-962-966 East Lake Avenue

Vatsonville

for Challenge Grant Program
3. Tie agreement is needed

September 15 1 4

eriod of the from -A, 1999 September 28, 20024. i agreement is to

i c
3. bnticipoted cost is $

4,942 base rent; $415 NNN charges . IT-l7.r.  -T.--.-T
~$&&Ziiri%q  Monthly  rate; A.+-r~-exre+t!]

5. ?emarks: estimated. cost FY 1999-2000 is: 53,155 including base rent, NNN charges, and ir.itial

rent deposit s//&y
I I r
I

574300 Challenge Grant 3810
7. +?propriations are budgeted  in (Index#) (Subobject

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

Ap;-spriation
are[>vaiIabIe ap>ncumbered.

are not
&//oh Contract No. c 0 4 1 3 z0 Date

ON, Auditor - Controller

Deputy

propo~pl~~~i~~~~~iapRrO~~~~
\j

recommended  that the Board of Supervisors  approve the agreement  a d autho ‘ze the
to execute  the same on behalf of the

County of 5anta kruz

Probation Department
(Agency). County Administrative  Officer

Remarks:

(Analyst)
By d-Date--

Agreement  approved  as to form.  Date

Distribution:
Bd. of Supv. - White
Auditor-Controller - Blue
County Counsel - Green ’

Stale of Cal,lfornla ) ss
County of Santa Cruz )

Co. Admin. Officer - Canary
Auditor-Controller - Pink
Originating  Dept. - Goldenrod

‘To Orig.  Dept. if rsiscted.

ADM 29 (6195)

I ex-offlcco  Clerk of the Board of Supervisors  of the County of Santa Cruz.
State of California,  do hereby certify that the foregolng  request for approval of agreement was approved by

said Board of Supervisors as recommended by the County AdmInIstrative Officer  by an order duly entered

rn the minutes  of said Board on County Admcnistrative  Officer

- 1 9  _ _ BY Deputy Clerk



COUNTY OF SANTA CRUZ

REQUEST FOR APPROVAL OF ‘AGREEMENT

TO: 3oard of Supervisors FROM: Probation
County  Administrative  Officer

County  Counsel

Auditor-Controller

(Dept.:

816199
(Signature) (Date)

The 3oard of Supervisors  is hereby requested  to approve the attach&I agreement  and authorize the execution of the same.

1. Said agreement  is between the
Probation Department, Santa Cruz County

crd, Wavecrest Development, Inc. 530 Chestnut St., Santa Cruz CA 95060

(Agency)

(Name 8 Address]

2. TGe agreement  will provide
lease agreement for office space at 207-C McPherson St, Santa Cruz

3. The agreement  is needed
for Challenge Grant Program

Period of the agreement  is from
October 1, 1999

Anticipated cost is $
5,581 base rent; $837 NNN charges

to
September 30, 2002

(E%Z&KIXXIXY~;  Monthly  rate; ~~OXXK-XSZS~

7.

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

rent deDosit Aq/4w&B
6 / f '

Appropriations are budgeted  in 574300 Challenge Grant ' (Index#) 3810 (Subobject

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

Appropriations available and have  been encumbered.
are not -5)

Contract No. CO ?I?/ “/ Date s//L’ 177

ON, Auditor - Controller

i ,&- .&n-h\’ Deputy
t \ I

Prfjw&j  r~~~$.a~~  agfficegraved It is recommended  that the Board of Supervisors  approve t e agreement  and authorize the’ ‘r;

to execute the same on behalf of the County of Santa Cruz

Probation Department (Agency). mnty  Administrative  Officer . f

Remarks:

(Analyst)

Agreement  approved  as to form.  Date

Distribution:
Bd. of Supv.  - White
Auditor-Controller - Blue
County Counsel  - Green +
Co. Admin. Officer - Canary
Auditor-Con,roller  - Pink
Originating  Dept. - Gold.enrod

‘To Orig. Dept. if reiected.

ADM - 29 (6/95)

State of Cai,lfornla )
County  of Santa Cruz

ss
)

I ex-offlclo  Clerk of the Board of Supervisors  of the County  of Santa Cruz.

’ 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

In the minutes of said Board on County Administrative Officer

- 19- BY Deputy Clerk



BTANDARD LEABE AQREEBIENT
(Ifrllt;i-Tenant:  Absolute  Triple Net)

ARTICLE ONE, BASIC TERMS

ThLs Article One contaifle the Basic Terms of this Leaee between Vave  Creat
Develo~ent, Inc.(Landlord)  530 Chestnut St,  Santa CKUZ, Ca.  95060 and County of
Santa Cruz (Tenant) Administration-Facllitiee,  701 Ocean Street, Santa Cruz, CA
95060. Other Articles, Sections and Paragraph6 of.the Lease referred to In thLs
Article  One explain  and define the Baelc Terms and are to be read Fn conjonctlon
with the BaeLc  Terme.

Section 1.01. Date of Leaaer  Aw.J~~~

Section 1.02. Property8 The Property is an approximately  four thousand
~1.x hundred fifty one (4,651&)  aq. ft., of dfflce space, Lncludlng 2232 eg. Ft.
of common area restroom, (ExhLbLt  A), (the "Property"). The "Property" is a
portion of Landlord's  multi-tenant buFldJ.ng consisting of 13,832+/-  square  feet,
lcnown  ae 207 McPheqson Street, Santa Cruz, California,  95060 (the "Project").
The Project includes the land, the bullding,  common areae, and all other
impKOVemt3nts  located on the land (ExhJ.bit A-l). Tenant Improvements shall  be
conetructed  by Landlord as provided in the Plane and SpecLfJ,catJ.ona  by DavJd B.
Zullm, Inc. and approved by Tenant, Exhlblt A.

SectLon  1 . 0 3 . Lenee  Term (See Section 2.01):
October 1,

Three (3) yeare beglnnlng on
1999 and ending  on September 30, 2002. The Commencement Date ehall

be  Oc tober  1 , 1999 (the "Commencement Date").

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

Section  1.05. Permitted Uses  (See Section 5.01): General Office.

Section 1.06. Rent and other Chnrgea  Payable by Tenant1

(a )  Base  Renti The Baee Monthly Rent shall be Five Thousand Five hundred
ELghty 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) month after the Commencement Date as provided
in Section 3.02.

(b) Other Chargeec Tenant shall pay its pro rata 8haK.8,  wtiLch 1s thirty
three point  six per cent (33.60), oft (1) Real Property Taxes (See SectLon 4.02)
(Li) IJtLlltias  (See SectJon  4.03)~ (iii) Insurance Premiums (See Section 4.04)J
(Lv)  Common Area Charges (See Section  4.05)~ (v) Reserves (See Section 4.05)~ and
(vi) MaFntenance,  Bepalra  and Alterations (See Article SLx).

Section 1.07. Rent Deposit (See Section  3.03, 3.04). Tenant q hall Pay to
Landlord the Bum of Five Thouaand Five liundred Eighty One no/100 Dollars
($5,581.00)  upon execution of thle Leaee to be used as provlded in Section 3.03
below.

ARTICLE TWOI LEASE TERM

Section 2.01. Lease of Property Fcr Lease Term. Landlord leases the
Property to Tenant and Tenant leasee  the Property from Landlord for the Lease
Term. The Leaee Term le for the perFod stated in Section 1.03 above. The
"Commencement Date" shall be the date specified Fn SectLon 1.03 above for the
beglnnlng  of the Lease Term.

Section 2.02. Early Occupancy. Tenant shall be permitted to occupy the
Premises prior to the Conunencement  Date. Such early entry shall be at Tenant's
sole rialr  and eubject  to all the term6  and provlelone hereof, except fOK the
payment of Base Monthly Rent or Addltlonal Rent which shall commence on the
Commencement Date.

Section 2.04. UoldFng Over. Tenant shall vacate the Property upon the
expiration OK earlier  termlnatlon  of this Lease. Tenant shall reimburse  Landlord
for and lndemnlfy Landlord againet  all damages incurred by Landlord from any
delay by Tenant in vacating  the Property. If Tenant doee not vacate the property
upon the expLratLon  or earlier termLnatLon of the Lease and Landlord thereafter
accept8  rent from Tenant, Tenant's occupancy of the Property shall be a “month-
to-month" tenancy, subject to all of the terms of this Lease applLcabJe to a
month-to-month tenancy,  except t h a t  t h e  Saee R e n t  t h e n  Ln effect ohall  be
Fncreaaed by eLghteen percent (18%).

Section 2.05. option to Renew. Provided Tenant La not In default in the
performance of this Leaae, Tenant ehall have the Option to Benew the Lease for
one (1) additional term of three (3) yeare  commencing at the explratlon of the
inFtia1  Leaee Term (the “Option Term”). The Option  ahall be exercleed by written
notJ.ce  given to Landlord not leas than ninety (90) days, nor more than one
hundred eI.ghty (180) days, prior to the explratlon of the LnFtLal  Lease Term.

1



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

ARTICLE TIIREE: BASE RENT

section 3.01. Time and Manner  of Payment. Tenant shall pay Landlord the
Base Rent in the amount stated in Paragraph 1.06(a) on the first day of the Lease
Term and on the first day of each month thereafter, Tenant shall pay Landlord the
Base Rent, in advance, without offset, deduction or prior demand. The Base Rent
shall be payable at Landlord's address or at euch  other place as Landlord may
designate in writing.

Section 3.02. coa+q of Living Increases. The Base Rent shall be increased
as of the first (1st) day of the Option Term, thirty seventh (37"') month and
annually thereafter in accordance with the increase in the United States
Department of Labor, Bureau of Labor Statistics, Consumer Price Index for All
Urban Consumers, All Items for the San Francisco-Oakland-San Jose Metropolitan
Area (1982-84=100)  (the "Index") as follows:

(a) The Base Rent in effect immediately before each Rental Adjustment Date
shall be compared with the Index published on the month inmediately  preceding the
last Adjustment Date to determine the percentage increase in the Base Rent,
except that with respect to the first Adjustment Date (first day of the thirty-
seventh (37th) month after the Commencement Date), the Index published on the
month immediately preceding the Commencement Date shall be compared with the
Index published on the month immediately preceding the first Adjustment 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 more than four (4) percent, per annum, compounded annually.

(b) Tenant shall pay the new Base Rent from the applicable Rental
Adjustment Date until the next Rental Adjustment date. Landlord's notice may be
given after the applicable Rental Adjustment Date of the increase, and Tenant
shall pay Landlord the accrued rental adjustment for the months elapsed between
the effective date of the increase and Landlord's notice of such increase with
the next installment of rent. If the format or components of the Index are
materially changed after the Commencement Date, Landlord shall substitute an
index which is published by the Bureau of Labor Statistics OK  similar agency and
which is most nearly equivalent to the Index in effect on the Commencement Date.
The substitute index shall be used to calculate the increase in the Base Rent
unless Tenant objects to such index in writing within fifteen (15) days after
receipt of Landlord's notice. If Tenant objects, Landlord and Tenant shall
submit 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 be borne
equally by Landlord and Tenant.

Section 3.03. Rent Deposit. Upon the execution of this Lease, Tenant q hall
deposit with Landlord a cash Rent Depoeit in the amount set forth in Section 1.07
above. Landlord may apply all or part of the Rent Deposit to any unpaid rent or
other charges due from Tenant or to cure any other defaults of Tenant after
reasonable notice to Tenant and opportunity to cure. If Landlord uses any part
of the Rent Deposit, Tenant shall restore the Rent Depoalt to its full amount
within fourteen (14) days after Landlord's written request. Tenant's failure to
do so shall be a material default under this Lease.

Section 3.04. Termination; Advance Payments. Upon termination of this
Lease under Article Seven (Damage 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 Landlord.

ARTICLE FOUR: OTUER CHARQES  PAYABLE BY TENANT

Section 4.01. Additional Rent. All charges payable by Tenant other than
Base Rent are called 'Additional Rent".
larger building,

Tenant'e leased Property is part of a
and Tenant shall pay to Landlord, ite pro rata ahare, which is

thirty three point six percent (33.6%), of costs for Property Taxee, Insurance
Premiums, Common Area Utilities, Common Area Charges, Haintenance, Repaire,
Alterations, and Reserves. Within ten (10) days after the end of each calendar
year of the Lease Term, Landlord ehall deliver to Tenant a statement aetting
forth, in reasonable detail, the actual costs paid or incurred by Landlord during
the preceding calendar year and Tenant's pro rata share of those coete.
receipt of such statement,

Upon
there shall be an adjustment between Landlord and

Tenant, with payment to or credit gLven  by Landlord (as the case may be) q o that
Landlord shall receive the entire amount of Tenant's share of such  costs and
expenses for such period and a new budget for the then current calendar year
shall be provided to Tenant which shall set forth Tenant's new pro rata monthly
amount due. Tenant shall pay all Additional Rent monthly in advance with the
monthly installment of Base Rent. The term "rent" shall mean Base Rent and
Additional Rent.
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Section 4.02. Reel Property Taxes.

(a) Peyment of Taxes. Tenant shall pay to Landlord, aa hdditlonel 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" meaner (1) any
fee, license fee, license tax, business license  fee,
charge,

commercial rental tew, Levy,
assessment, penalty or tax lmpoeed  by any taxing authority agalnat 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 against  Landlord's buslnesa  of Leaalng  the Property) (iii) any tax or charge
for fire protection, streets, sldewalke,  road maintenance, refuse or other
services provided to the Property by any governmental agency! (iv) any tax
imposed upon thLa transaction or based upon a re-assessment of the Property due
to a change in ownership or trenefer  of all or part of Landlord's interest in the
Property; and (v) any charge or fee replacing any tax previously included within
the definition of real property tax. "Real property tax" does not include
Landlord's federal or state Lncome,  franchise, inheritance or estate taxes.

(c) Personal Property Texes.

(1) Tenant shall pay all taxes charged against trade flxturee,
furnLshl.nge, equLpment or any other personal property belonging to Tenant.
Tenant shall petition the texlng authorLty to have personal property taxed
eeparately 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)
daye prLor to the delinquency date of the Taxes.

Section 4.03. Utilities. Tenant shall pny, directly to the appropriate
supplier, the cost of all natural gas, heat, lLght, power, newer eervLce,
teiephone, water, refuee  disposal and other utilltiee and services supplied to
the Property. Uowever,  if any cervices  or utLlitLes nre jointly metered with
other property, Landlord shall make .a reeeonable determination  of Tenant's
proportionate share of the cost of such utilLtLee  and services and Tenant shall
pay such share to Landlord with the next installment of Baoe Rent as provided In
Section 4.01 above.

Sectlon 4.04. Insurance Policies.

(a) Liebility Insurence.  During the Lease Term, Landlord shall maintain
a policy of comprehensive public liablllty insurance at Tenant's expense,
insuring Landlord against LiabLLlty  arising out of the ownership, use, occupancy
or maintenance  bf the Property. The initial amount of such insurance shell be
at least $1,000,000.00 and shall be subject to periodic increase based upon
Lnflation,  increased liabLlLty  awards, recommendation of professional insurance
advisers, end ofher relevant factors. However, the amount of such insurance
shall not Llmlt Tenant's Liability  nor relieve Tenant of any oblLgatLon
hereunder. The policy shall contain cross-liability endorsements, if applicable,
and shall Lneure Tenant's performance of the Lndemnlty  provisions of Section
5.05. Tenant shall, at Tenant's expense, mai.ntaLn such other 1LabLLLty  insurance
as Tenant deems necessary to prOtEXt  Tenant.

(b) Dasard and Rental Income Insurance. During the Leaee Term, Landlord
shall maintain poLicFee of insurance at Tenant's expense covering Lose of or
damage to the Property in the full amount of its replacement value. Such
polFclee  ehall  provide protection against all per-118 included wLthLn  the
classification  of fLre, extended coverage, vandallom,  malicious mlechief,  epeclal
extended perils (all rlek), sprinkler leakage, earthqualce sprinkler leakage, and
Inflation Guard endorsement, and any other per118  (except flood and earthquake,
unless required  by any lender holding  n security interest in the Property) which
Landlord deems necessary. luring the Lease Term, Landlord shall also malntaln
a rental income Fneurance policy at Tenant'6 expense, with 10~s payable to
Landlord in an amount equal to one year's Base Rent, estimated real property
taxes and insurance premiums. Tenant q hall not do or permit to be done anything
which lnvalldates  any such insurance policlee.

(c) Payment of Premiums; Insnranca Policies. Subject to Section 4.06
Tenant ahall  pay, as Additional Rent, all premLums for the Fneurance policies
covering the Property described in Paragraphs 4.04 (a) and (b). All insurance
shall be maintained with companies holding a "General PoLLcyholdar's RatLng" of
not Leea  than “A” and a PLnancLal  rating of not lese than Class “X” in the most
current edltlon of Beet's Insurance Reports. Tenant shall be 1LabLe  for the
payment of any deductI.bLe amount under Landlord's insurance poLLciee.

(d) Tenant's Insurance. Lendlord  acknowledges that Tenant is a pennLeeLbLy
Self-Insured PublLc  EntLty  as per Sections  990 and 990.4 of the Government Cbde
with respect to Liabllfty insurance. .

(e) Waiver of Subrogation. Unless prohibited under any applicable
Lneurance  policies maintained, Landlord and Tenant each hereby waive any and all

3



rights of recovery againot  the other, or against the officers, employees, agents
or repreeentatives  of the other, for loss of or damage to its property or the
property of others under ito control, if such loea of damage is covered by any
insurance policy in force (whether or not described in this  Lease)  at the time
of such loss or damage. Upon obtaining the required policies of insurance,
Landlord and Tenant shall  give notice to the ineurance carriere of this mutual
waiver of subrogation.

Section 4.05. Common Area Charges. Common areas shall mean all areas
within the Project which are available for the common use of all tenante,
including but not limited to parking areas, driveways, walkways, hallways, lobby,
and restrooms. Tenant ahall have the nonexclusive right to uee the Common Areas
for the purposes intended, subject to such reasonable rules and regulations a6
Landlord may establish from time to time. Landlord shall establish a Reserve
Fund (Reserves) for the major replacement of the parking area, exterior painting,
HVAC, roof, and other such Common Area items that may or may not require
replacement over the Tenant's Lease Term. Landlord ehall maintain the Common
Areas in good order, condition and repair and shall operate the Project, in
Landlord's sole. discretion, as an office building. Tenant shall pay, as
Additional Rent, for its pro rata share of the Common Area Chargee.

Section 4.06. Multiple Tenant Buildings; Rules and Regulationa. Tenant
shall also comply with Landlord.6 rules and regulations reepecting the
management, care and safety of the common areae  of such buildings and grounda,
including parking areas, landscaped areas, walkways, hallways, lobby, reetroome
and other facilltiee provided for the common UBB and convenience of other
occupants. Notice of such rules and regulations will be posted or given to
Tenant, Exhibit "8". Tenant shall pay for any increase in the property insurance
premiums for such buildings caused by Tenant's acts, omissions, uoe or occupancy
of the Property.

Section 4.07. Late Charges. Tenant's failure to pay rent promptly may
cause  Landlord to incur unanticipated coats. The exact amount of such cost6 are
impractical or extremely difficult to ascertain. Such costs may include, but are
not limited to, processing and accounting charges and late charges which may be
imposed on Landlord by any mortgage or trust deed encumbering 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 amount. The parties agree that such late charge
represents a fair and reaeonable estimate of the costs  Landlord will incur by
reason  of such late payment. Late charges ahall not be aaeessed with respect to
the fir-et  two months  rent payment8  provided Tenant exercise6 reasonable diligence
to set up paymente on its accounts payable eystem.

Section 4.08. Interest on Past Due Obligations. Any amount owed by Tenant
to Landlord which is not paid when due shall bear interest at the rate of fifteen
percent (15%) per annum from the due date of such amount. However, interest
shall not be payable on late charges to be paid by Tenant under this Lease. The
payment of interest on such amounts 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 decreaeed to the
maximum legal intereet rate permitted by law.

ARTICLE FIVE: USE OF PROPERTY

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

Section 5.02. Manner of Use. Tenant shall not cauee or permit the
Property to be used in any way which constitutes a violation of any law,
ordinance, or governmental regulation or order, which annoys or interferes with
the rights of tenants of the development of which  the Property is part, or which
constitutes a nuisance or waste. Tenant shall promptly take all substantial and
non-substantial actions necessary to comply with all applicable statutes,
ordinancee, rules, regulations, orders and requirements regulating the uee by
Tenant of the property, including the Occupational Safety and Health Act.

Section 5.03. signs. Tenant ahall  not place any eigns  on the Property,
nor replace any existing slgne without Landlord's prior written consent. Landlord
shall provide a building directory designating Tenant's location.

Section 5.04. Hazardous Materials. Ae ueed herein, the term "Ilazardoue
Material" shall mean any substance or material which has been determlned by any
federal, state or local governmental authority to be capable of posing a risk of
injury to health, safety or property. Without limiting the generality of the
foregoing, the term "Hazardous  Material" shall include all of those material6  and
substances defined ae "Toxic Materials" in Sectione  66680 through 66685 of Title
22 of the California Code of Regulatione,  Division 4, Chapter 30, aa the eame
shall be amended from time to time, or any other materials requiring remediation
under federal, etate of local statutea, ordinancea, regulations or policies.

Tenant agrees to use, etore and diepose of any "Hazardous Material" only
in compliance with all governmental regulations. In particular, Tenant agreea
not to keep any corrosive materials on the Property q o as not to cause  corrosion
to Landlord's bullding.

4 Initi
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Tenant shall pr0mptl.y make all reports regarding the preeenca of Hazardoue

Materials  required under law to be made and shall provide to Landlord copies of
any and all reports  required by ouch authorities.
its knowledge thereof,

Tenant shall, inunedlately  upon
notify Landlord of any inquiry, teat, Lnveatlgation,  or

enforcement proceeding against Landlord or the Property concerning a Ilazardouo
Material tn, on or adjacent to the Prope;ty. Tenant acknowledges that Landlord,
ae the owner of the Property, shall have the right,
it0 own name, to negotiate,

at Landlord's election, Ln

issued by an
defend, approve and appeal any action taken or order

applicable governmental authority with regard to a llazardoue
llaterial  brought upon the Property by Tenant or during the tenancy of Tenant.

If Tenant's etorage, uee or dispoeal  of any Ilazardous Material in, on or
adjacent to the Property reoulte in any contamination of the Property, the 0011
or eurface  or ground water, requiring remediation under federal, otata or local
statutes, ordlnanceo, regulatlono or polLcLeo,
contamination.

Tenant agreee to clean-up the
Tenant further agrees to indemnify, defend and hold Landlord

harmleeo from and agalnet  any claima,  suite, causes  of action, costs,  fees,
Lncludlng attorneye' feee and coets, arloing  out of or in connection with any
clean-up work, inquiry or enforcement proceeding  in connection therewith, and any
Hazardous Haterialo  currently or hereafter used,
or it0 agents,

etored or dispoeed of by Tenant
employees, contra&ore or lnvl'coea on or about the Property. The

obligatlono to indemnify eet forth herein shall survive termination of thle
Loaee.

Tenant shall surrender Property to Landlord vpon the expiration or earlier
tarminatlon of the Lease free of Ilazardoue Material8 brought upon the Property
by Tenant or its agente, employees, contractor6 or Lnvlteeo and any contamination
caused thereby, however, Tenant ahaL not be responsible for correcting any
Hazardous Naterialo not caused by Tenant or its agente, employees, contractors
or lnvltees. Landlord agrees to indemnify  and hold Tenant harmlase for Hazardous
Haterlal ContamLnation of the Property prior  to Tenant.6 occupancy.

Section 5.05. Indemnity. Tenant ohall indemnify Landlord against and hold
Landlord harmless from any and all cooto, claimo  or liability  arioing  fromr (a)
Tenant'0 uea of the Property) (b) the conduct of Tenant'6 buolnooo or anythlng
else done or permitted by Tenant to be done in or about the Property, including
any contamination of the Property or any other property roeultlng from the
preeence or uBe of Hazardoue  Ma,terLal  cauoed  or permitted by Tenant!  (c) any
breach or default In the performance of Tenant'6 obllgatione under thlo Leaeei
(d) any mLsreproeantatFon  or breach of warranty by Tenant under thlo  Lease]  or
(e) other acte or omisoione  of Tenant. Tenant shall defend Landlord against any
such cost, claim or liablllty  at Tenant'6 expense. A6 a material part of the
consideration to Landlord, Tenant hereby aseumeo  all rlek of damage to property
or injury to pereone In or about the Property arising  from any cause. Landlord
shall indemnify  Tenant agalnot and hold Tenant harmless from any and all coots,
clalme  or llabllity arising  from: (a) any breach or default in the performance
of Landlord's obllgatione  under thie Leaoat  (b) any mierepreoentation  or breach
of warranty by Landlord under this Lease; or (c) any other acts or omleeions of
Landlord. Landlord shall defend Tenant against any such coot, claim or lLablllty
at Landlord'0 expense. As used in this Section, the term "Tenant or Landlord"
shall include Tenant's or Landlord's employees, agents, contractore  and invLteee,
if applicable.

Section 5.06. Landlord'6 Access. Landlord or its agente may enter the
Property at all reaaonablo timers. Landlord shall give Tenant prior notice of
ouch entry, except In the case of an emergency.

Section 5.07. Quiet Posseaoion. If Tenant paya the rent and complies with
aL1 other terms of thlo Lease, Tenant may occupy and enjoy the Property for the
full Leaae Term, subject to the provloiono of this Leaae.

ARTICLE SIX: COADITIOIf OF PROPERTY; MAItITENANCE,  REPAIRS AlfD ALTERATIOtfS

Section  6.01. Condition of Property. Prlor to the Commencement Date, upon
three (3) working  days' notice from Landlord, Tenant shall conduct a walk-through
Lnspectlon  of the Property with Landlord and complete a punch-1Lat of iteme
needing additional work by Landlord. Other than the Lteme specified in the
punch-LLst,  by taking  poaseaaion  of the Property, Tenant shall be deemed to have
accepted the Property in good, clean and completed condition and rapalr,  subject
to all recorded matters, lawe, ordinancee, and governmental regulatione and
orders. Tenant acknowledges that neither Landlord nor any agent of Landlord has
made any representation aa to the condition of the Property or the continued
ouLtabllity of the Property for Tenant’s intended use. Tenant represents and
warrants that Tenant has made its own Lnopectlon  of and inquLry,regardlng  the
condition of the Property and is not relying on any representationa of Landlord
or Landlord's Agenta. Tenant ahal.  maintain the Proparty in good order and
condition.

Section 6.02. Exemption of Landlord from Liability. Landlord shall not
be Liable for any damage or injury to the person, business (or any lose of Lncome
therefrom), goods, wares, merchandiee or other property of Tenant, Tenant's
employeee, Lnvlteee, customers or any other person in or about the Property,
whether such damage or Lnjury la caueed  by or reoults  from (a) fLre, electrlclty,
water, gas or raLnr (b) the breakage, lealcage, obstruction or other defects of
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pipes, wires, appliances, plumbing, or lighting fixtures or any other causes  (c)
conditions arising in or about the Property or upon other portions of any
building of which the Property is a part, or from other sources OK places1  OK (d)
any act or omleeion  of any other tenant of any building of which the Property ie
a part. Landlord shall not be liable for any such damage or injury even though
the cause of or the means of repairing such damage or injury are not accessible
to Tenant. The provisions of this Section 6.02 shall not, however, exempt
Landlord from liability for Landlord's negligence or willful misconduct.

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 components of electrical,
mechanical, plumbing, and facilities located in the Property which are concealed
or used in common by tenants of the Project. However, Landlord shall not be
obligated to maintain or repair windows, doors, plate glass or the interior
eurfacee of exterior walls. Landlord shall make repairs under this Section 6.03
within a reasonable time after receipt of written notice from Tenant of the need
for euch  repairs.

(b) Tenant shall pay or reimburse Landlord for all costs Landlord incure
under Paragraph 6.03(a) above ae Common Area coats a provided for in Section 4.05
of the Lease.

Section 6.04. Tenant's Obligations.

(a) Except as provided in Section 6.03, Article Seven (Damage or
Destruction) and Article Eight (Condemnation), Tenant shall keep the all portions
of the Property (including all structural, non structural, interior, exterior,
systems, and equipment) in good order, condition and repair (including interLor
repainting and refinishing, as needed), during the Lease Term. It is the
intention of Landlord and Tenant that, at all times during the Leaae Term, Tenant
shall maintain the Property in an attractive, first-class and fully operative
condition.

(b) Tenant shall  fulfill all of Tenant's obligations under this Section
6.04 at Tenant'8 sole expense. If Tenant fails to maintain, repair or replace
the Property as required by this Section 6.04, Landlord may, on ten (10) daye'
prior notice (except that no notice shall be required in case of emergency) enter
the Property and perform such repair and maintenance on behalf of Tenant. In
such caee, Tenant ehall reimburse Landlord for all costs 80 Lncurred  immediately
upon demand.

Section 6.05. Alterations, Additions, and Improvements.

(a) Tenant shall  not make any alterationa, additions, or improvements to
the Property without Landlord's prior written coneent, except for non-structural
alterations which do not exceed Twenty five Thoueand Dollars ($25,000.00)  in cost
cumulatively over the Leaae Term and which are not visible from the outeide of
any building of which the Property ie part. Landlord may require Tenant to
provide demolition and/or lien and completion bonde in form and amount
satisfactory to Landlord. Tenant shall promptly remove any alterations,
additions, and improvements constructed in violation of this Section 6.05(a) upon
Landlord's written request. All alterations, additions and improvements will be
accomplished in a good and workmanlike manner, in conformity with all applicable
laws and regulations, and by a contractor approved by Landlord. Upon completion
of any ouch work, Tenant shall provide Landlord with "as built" plans, copies of
all construction contracts, and proof of payment for all labor and materials.

(b) Tenant shall pay when due all claims for labor and material furnished
to the Property. Tenant shall give Landlord at least twenty (20) days' prior
written notice of the commencement of any work on the Property, regardless of
whether Landlord'e consent to such work ie required. Landlord may elect to
record and post noticea of non-responsibility on the Property.

Section 6.06. Condition upon Termination. Upon the termination of the
Leaee, Tenant ehall surrender the Property to Landlord, broom clean, and in the
6ame  condition as received except for ordinary wear and tear which Tenant was not
otherwise obligated to remedy under any provision of this Lease. In addition,
Landlord may require Tenant to remove any alterations, additions or impr&ements
(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. All alterations,
required Tenant to remove

additions and improvements which Landlord has not
shall become Landlord's property and ehall be

surrendered to Landlord upon the termination of the Lease, except that Tenant  may
remove any of Tenant's equipment which can be removed without material damage to
the Property. Tenant shall repair, at Tenant's expense, any damage to the
Property caused by the removal of any such equipment.
q hall Tenant remove

In no event, however,
any of the following materials

Landlord's prior written consent:
or equipment without

lighting fixtures;
any power wiring or power panale)  lighting or

window coveringsi  carpets or other floor coverings/ heaters;
a i r  cond i t ioners  o r  any  hea t ing  o r  a i r  conditioning equipment;
security gatee; or other similar building operating equipment.

fencing or
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ARTICLE SEVEN: DREIASE OR DESTRUCTIOB

Section 7.01. Partial Damage to PKOpeKty.

(a) Tenant shall notLfy  Landlord in writing immediately upon the occurrence
of any damage to the Property.
less than fifty percent (50%)

If the Property ie only partially damaged (i.e.,
of the Property is untenantable as a result of such

damage or less than fifty percent (50%) of Tenant's operations are materially
impaired) 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
possible.

(b) If the insurance proceeds received by Landlord are not eufficient to
pay the entire cost of repair, or if the damage was due to a cause not covered
by insurance this Leaee shall terminate as of the date the damage OCCuKred.
Landlord shall notify Tenant within thirty (30) days after receipt of notice of
the occurrence of the damage, whether the Landlord's ineurance  will repair the
damage OK whether the Lease shall terminate. In such event Landlord 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 last sLx (6) months of
the Lease Term and euch damage will require more than thirty (30) days to repair,
either Landlord or Tenant may elect to terminate thia Lease as of the date the
damage occurred, regardleaa of the sufficiency of any insurance proceeds. The
party electing to terminate this Lease shall give written notification to the
other party of ElICh  election Within  thirty (30) days after Tenant's notlco to
Landlord of the occurrence of the damage.

Section 7.02. Total or Subatantisl  Destruction. If the PKOpEaKty  1 B
totally or substantially destroyed by any cause whatsoever, this Lease shall
terminate as of the date the destruction occurred regardless of whether Owner
receives any insurance proceeds. If the destruction was caused by an act or
omiaaion  of Tenant, Tenant shall pay Landlord the difference between the actual
cost of rebuilding and any insurance proceeds received by Landlord.

Section 7.03. TempOKsry Reduction of Bent. If the Property is partially
damaged and Landlord's Lnaurance will repair  or restore the Property pursuant to
the provision6 of this Article Seven, any rent payable during the period of such
damage, repair and/or restoration ahall be reduced according to the degree, if
any, to which Tenant's use of the Property Lo impaired, provided that Landlord
receives  such relief from Landlord's insurance. Ilowever,  the reduction ahall not
exceed the sum of eix month's payment of Base Rent. Except for such possible
reduction in Base Rent, Tenant shall not be entitled to any compensation,
reduction, OK reimbursement from Landlord or Landlord as a reeult  of any damage,
destruction, repair, or restoration of or to the Property.

Section 7.,04. !qaiVeK. Tenant agreee that the provisions of Section 7.02
above shall govern the rights and obllgatione  of Landlord and Tenant Ln the event
of any substantial or total destruction to the Property.

ARTICLE EIGHT: ASSIWBENT  AND SUBLETTINS

Section  8.01. Landlord's Consent Required. No portion of the Property OK
of Tenant's interest in this Lease may be acquired by any other person or entity,
whether by sale, aeaignment, mortgage, sublease, tranafer, operation of law, or
act of Tenant, without Landlord's prior written consent which shall not be
unreasonably withheld , except a8 provided In 8.02 below. Any attempted transfer
without consent  shall be void and constitute a non-curable breach of this Lease.
If Tenant i.s a partnership, any cumulative transfer of more than twenty percent
(20%) of the partnerahlp Lntereets  shall require Landlord's consent. If Tenant
is a corporation, any change In ownerehip  of a controlling interest of the voting
atoclc  of the corporation shall require Landlord's consent.

Section 8.02. Tenant Affiliate. Tenant may assign this Lease or sublease
the PKOpeKty, without Landlord's consent, to any corporation which controla, is
controlled by or 10 under common control with Tenant, OK to any COrpOKatiOn
resulting from the merger of OK consolidation with Tenant ("Tenant Affiliate").
In such case, any Tenant's Affiliate shall assume in writing all of Tenant'8
obligations under this Lease.

Section 0.03. Ho Release of Tenant. HO transfer permitted by this Article
Eight, whether with OK without Landlord's consent, shall release Tenant OK change
Tenant'e  primary liability to pay the rent and to perform all other obligations
of Tenant under thla Lease. Landlord'8  acceptance of rent from any other person
is not a waiver of any provision of this Article Eight. Consent to one transfer
1s not a coneent  to any eubaequent transfer. If Tenant's traneferee defalrlto
under this Leaee, Landlord may proceed directly againat  Tenant without pursuing
remedies against the transferee. Landlord may consent to subsequent assignments
OK modifications  of this Lease  by Tenant's transferee, without notifying Tenant
or obtai.nLng  its coneant. Such action shall not relieve  Tenant's liability under
this Lease.
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.5ectLon  6 . 0 4 . No Merger. No merger ehall result from Tenant'e q ubleaee
of the Property under this Article Eight, Tenant's q urrender of this Leaee or the
termination of this Lease in any other manner. In any euch  event, Landlord may
terminate any or all subtenancies or succeed to the interest of Tenant or
sublandlord thereunder.

ARTICLE NINE: DEFAULTS; REMEDIES

Section 9.01. Covenents  and Conditions. Tenant'8 performance of each of
Tenant'0 obligationa under this Lease Fe a condition aa well as a covenant.
Tenant'e right to continue in posaeesion  of the Property is conditioned upon such
performance. Time is of the essence in the performance of all covenants and
conditions.

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
reeults in the cancellation of any insurance deecribed in Section 4.04~

(b) If Tenant fail6 to pay rent or any other charge when due]

(c) If Tenant falls to perform any of the Tenant's non-monetary obligations
under this Lease for a period of thirty (30) days after written notice from
Landlord! provided that if more than thirty (30) days are required to complete
such performance, Tenant ahall not be in default if Tenant commences such
performance within  the thLrty  (30) day period and thereafter diligently pursues
its completion. ltowever, 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 thltl Section i.6 intended to satisfy any and all notice
requirements imposed by law or Landlord and is not in additLon to any such
requirement.

(d) If subetantially  all of Tenant's asaete  located at the Property or if
Tenant's lntereet in this Lease is eubjected to attachment, execution or other
judicial seizure which is not diecharged within thirty (30) days. If a court of
competent jurisdiction determine6 that any of the acts  described in thie
subparagraph (d) is not a default under this Lease, and a trustee is appointed
to take poeeession  (or if Tenant remains a debtor in poesession)  and euch trustee
or Tenant tranefere Tenant's interest hereunder, then Landlord shall receLve,  as
Addltional Rent, the difference between the rent (or any other coneideratlon)
paid in connection with such aealgnment or eubleaee and the rent payable by
Tenant hereunder.

(e) If any guarantor of the Lease revokes or otherwise terminates, or
purports to revoke or otherwise terminate, any guaranty of all or any portion of
Tenant's obligations under the Leaee. Unlese otherwise expresely provided, no
guaranty of the Lease is revocable.

Section 9.03. Remedies. 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 wLthout notice or demand
and without limiting Landlord in the exercise of any right or remedy which
Landlord may have:

(a) Terminate Tenant's right to possession of the Property by any lawful
meane, in which case this Leaee shall terminate and Tenant shall immediately
q urrender posseseion  of the Property to Landlord. In q uch event, Landlord shall
be entitled to recover from Tenant all damages incurred by Landlord by reaeon of
Tenant's default, including (i) the worth at the time of the award of the unpaLd
Baee  Rent, Additional Rent and other charges which Landlord had earned at the
time of the termination; (ii) the worth at the time of the award of the amount
by which the unpaid Base Rent, Additional Rent and other charges which Landlord
would have earned after termination until the time of the award exceeds the
amount of such rental loss that Tenant proves Landlord could have reaaonably
avoided; (iii) the worth at the time of the award of the amount by which the
unpaid Ease Rent, Additional Rent and other charges which Tenant would have paid
for the balance of the Leaee Term after the time of award exceeds the amount of
such rental loss that Tenant prove8  Landlord could have been reaeonably avoided]
and (iv) any other amount neceesary  to compeneate  Landlord for all the detriment
proximately caused by Tenant's failure to perform ite obligations under the Lease
or which in the ordinary courrm  of thing6 would be likely to result therefrom,
including, but not limited to, any costs or expeneee incurred by Landlord in
maintaining or preserving the Property after such default, the cost of recovering
poseeesion  of the Property, expenses of reletting, Lncludlng  neceeeary renovation
or alteration of the Property, and any real estate commiesion paid or payable.
As uaed in subparts (1) and (FL) above, the "worth at the time of the award" is
computed by allowing interest on unpaid amounts at the rate of fifteen percent
(15%) per annum, or such leseer  amount aa may then be the maximum lawful rate.
Ae used in subpart (iii) above, the "worth at the time of the award" La computed
by discounting such amount at the discount rate of the Federal Reserve Rank of
San Francisco at the time of the award, plus 1%. If Tenant shall have abandon&d
the Property, Landlord shall have the option of (i) retaking poesession of the
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Property and recovering Prom Tenant the amount specLfied in this  Paragraph
9.03(a), or (il.)  proceeding under Paragraph 9.03(b)l

(b) Maintain  Tenant's right to posseesLon, in which case this Leaee shall
COnthUe  in effect whether or not Tenant shall have abandoned the property. In
such event, Landlord shall be entitled to enforce all of Landlord's rights and
remedLes  under this Leaee, including the right to recover the rent as it becomes
d u e  h e r e u n d e r !

(c) Pursue any other remedy nou or hereafter available to Landlord under
the laws or judicial  decLeions of the state in which the Property is located.

Section 9;04. Automatic Termination. Notwithstanding  any.other terms or
provision hereof to the contrary, the Lease shall terminate on the occurrence of
any act which affirms the Landlord's intention to terminate the Lease as provided
Ln Section 9.03 hereof, including the filing of an unlawful detalner actLon
against Tenant. On such termination,  Landlord's damages for default shall
Include all costs and fees; the obtaining of relief from any stay in bankruptcy
restraining any action to evict Tenantj  or the puraulng of any action with
respect to Landlord's right to poeseosion of the Property. All such damages
q uffered (apart from Uase Rent and other rent payable hereunder) shall constitute
pecuniary damages which must be reimbursed to Landlord prior to assumption of the
Lease by Tenant or any successor to Tenant in any bankruptcy or other proceeding.

Section 9.05. Cumulative Remedies. Landlord's exerclae of any right  or
remedy shall not prevent Lt from exercleing any other right or remedy.

ARTICLE TEN: PROTECTIOR OF LENDERS .-

Section  10.1. Subordination. Landlord shall have the right to subordinate
this Lease to any deed of trust encumbering the Property, any advances made on
the security thereof and any renewals, modLfLcationa, consolldatlone,
replacements or extensions thereof, whenever made or recorded. Tenant shall
cooperate wLth Landlord and any lender which LB acquiring a security Lntereet in
the Property or the Lease. Tenant shall execute such further documents and
assurances as such lender may require, provided that Tenant's obligations under
this Lease shall not be increased  in any material way (the performance of
mlnlsterlal  acts shall not be deemed material), and Tenant shall not be deprived
of its rlghta under this Lease. Tenant's rLght  to quiet possesalon of the
Property during  the Lease Term shall not be disturbed  Lf Tenant pays the rent and
performs all of the Tenant's obligations under this Lease and is not otherwise
in default. If any beneficiary elects to have this Lease prior to the 1Len of
Fts deed of trust and gives  written notice thereof to Tenant, this Lease shall
be deemed prior to such deed of trust whether this Lease Is dated prior or
subeequent to the date of sa.id deed of trust or the date of recording thereof.

Section 10.2. Attornment. If Landlord's Fnterest  in the Property La
acquired by any beneflclary  under a deed of trust or purchaser at a forecloeure
q ale, Tenant shall attorn  to the transferee of or mcceesor  to Landlord'8
Lnterest  in the Property and recognLze  such transferee or successor as Landlord
under thle Lease.

Section 10.3. Signing of Document.6. Tenant shall q lgn and deliver any
instrument or documents necessary or appropriate  to evidence any such attornment
or subordination or agreement to do SO.

Section 10.4. Eatoppel  Certificates.

(a) Upon Landlord's written  request, Tenant shall execute, acknowledge and
deliver  to Landlord a written statement certifying: (1) that none of the terms
or provl.sLone  of thle Leaee have been changed (or If they have been changed,
stating how they have been changed)1  (ii) that this Lease has not been canceled
or terminated1 (iii) the last date of payment of the Base Rent and other charges
and the time period covered by such paymenti  (iv)  that Landlord la not in default
under this Lease (or, if Landlord le claimed  to be In default, stating why)1  and
(v) such other representations or information with respect  to Tenant or the Lease
as Landlord may reasonably request or which any prospective purchaser or
encambrancer 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 statement by Tenant to any proepective purchaser or encumbrancer of the
Property. Such purchaser or encumbrancer may rely Conclusively upon such
statement as true and correct.

(b) If Tenant does not deliver  such statement to Landlord within such ten
(10) day period, Landlord, and any prospective purchaser or encumbrancer, may
conclusively presume and rely upon the following facts: (1) that the terms and
provisions .of this Lease have not been changed except as otherwise represented
by Landlord1  (11) that th1.s Lease has not been canceled or terminated except as
otherwise  represented by Landlord) (Lii) that not more than one month's Daee Rent
or other charges have been paid  Ln advance! and (Lv) that Landlord is not ln
default under the Lease. In such event, Tenant ehall be estopped from denying
the truth of such facto.

a
Initial. . Ld 3
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ARTICLE ELEVEN: LEOAL COSTS

Section 11.01. Legal Proceedings. Tenant shall indemnify Landlord against
and hold Landlord harmlese from all comte, expenses, demands and liability
incurred by Landlord if Landlord becomes or ie made a party to any claim or
action  (a) instituted by Tenant other than against the Landlord, or by any third
party against  Tenant, or by or against any person holding any intereet under or
using the Property by llcenee  of or agreement with Tenant) (b) for foreclosure
of any lien for labor or material furnished to or for Tenant or such other
peraon; (c) otherwiee  arising out of or reeulting  from any act or transaction of
Tenant or euch other person?  or (d) necessary to protect Landlord's interest
under thin Lease in a bankruptcy proceeding, or other proceeding under Title 11
of the UnLted  States Code, ae amended. Tenant shall defend Landlord against any
such claim or action at Tenant'6 expenee with counsel reasonably acceptable to
Landlord or, at Landlord's election, Tenant shall reimburse Landlord for any
legal fees or coats  incurred by Landlord in any such
claim or action.

ARTICLE TWELVE: MISCELLANEOUS PROVISIONS

Section 12.01. Non-Discrimination. Tenant pro&see, and it Is a condition
to the continuance of this Lease, that there will be no dLecrimi.natlon  against,
or segregation of, any person or group of persons on the basia of race, color,
sex, creed, national origin  or ancestry Ln the leasing, subleaeing,  transferring,
occupancy, tenure or use of the Property or any portlon thereof.

SectLon 12.02. Landlord's Liability; Certain Duties.

(a) As used  in this Lease, the term "Landlord" meana  only the current owner
or owners of the fee title to the Property or Project at the time in questLon.
Each Landlord is obligated to perform the obligations of Landlord under this
Leaee only during the time such Landlord owna q uch interest or title. Any
Landlord who transfer9 its title or interest ie relieved of all liability with
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 lte
transferee all funde that Tenant previously paid if q uch funds have not yet been
applied under the terms  of the Lease.

(b) Tenant shall give written notice  of any failure by Landlord to perform
any of itm obligatlone under this Leaee to Landlord and to any beneficiary under
any deed of trust encumbering the Property whoee name and address have been
furnished  to Tenant in writing. Landlord ahall  not be in default under thie
Lease unless Landlord (or such beneficiary) faLla  to cure q uch non-performance
within thirty (30) day6 after receipt of Tenant'8  notice. However, if euch  non-
performance reaeonably requiree  more than thirty (30) days to cure, Landlord
ehall not be in default If such cure is commenced withLn such thirty (30) day
period and thereafter diligently pursued to completion.

(c) NotwithstandIng  any term or provieion herein to the contrary, the
1LabilLty of Landlord for the performance of ite duties and obligatlone under
thie Lease is 1imLted  to Landlord'8 lntereet  in the Property and the Project, and
neither  the Landlord nor its partnere, shareholdere, officers or other principals
shall have any personal liability under this  Lease.

Section 12.03. Severability. A determlnatlon by a court of competent
juriediction  that any provision of thie  Lease or any part thereof ie illegal or
unenforceable ahall not cancel or invalidate the remainder of such  provision or
thie Lease, which shall remain in full force and effect.

Section 12.04. Interpretation. The captions of the Article6 or Sections
of this Leaee are to aneiet  the parties in reading this Leaee and are not a part
of the terms or provieione of this Lease. Whenever required by the context of
this Lease, the singular shall include the plural and the plural shall include
the elngular. The maecullne, feminine and neuter genders ehall each include the
other. In any provi.elon relating to the conduct, acts or omLsslons of Tenant,
the term "Tenant" shall  include Tenant'e agents, employeee, c o n t r a c t o r s ,
Lnvlteee, successora  or othere using the Property with Tenant'e expreesed or
implied permieeion.

Section 12.05. Notices. All notices required or permitted under this
Lease shall be in writing  and shall be personally delivered or cent by certified
m a l l , return receipt requeeted, postage prepaid. Notices to Tenant shall be
delivered to the address epecffied in Article One, above, except that upon
Tenant's taking poseeseion of the Property, the Property ehall be Tenant's
address for notice purposes. Notices to Landlord ehall be delivered to the
address apecifLed in Article One, above. All notices shall be effectLve upon
delivery or attempted delivery in accordance with this Section 12.06.. Either
party may change its notice addrees  upon written notice to the other party.

Section 12.06. Waivers. All waiver8 must be in writing and signed by the
waiving party. Landlord's failure to enforce any provisiona of this Lease or
Landlord's acceptance of rent shall not be a waiver and shall  not prevent
Landlord from enforcing that provieion or any other provleion of this  Lease in



the future. No statement on a payment check from Tenant or in a letter
accompanying a payment check shall be binding on Landlord.
or without notice to Tenant,

Landlord may, with

condition6 of such statement.
negotiate such check without being bound to the

Section 12.07. No Recordation. Tenant shall not record thie Lease without
prior written consent from Landlord. However,
require that a "Memorandum"

either Landlord or Tenant may
of thla  Lease executed by both parties be recorded.

The party requiring such recording shall pay all transfer taxes and recording
fees.

Section 12.08. Binding Effect; Choice of Law. This Lease binds any party
who legally acquire9 any righta or interest in thie  Lease from Landlord or
Tenant. However, Landlord shall have no obligation to Tenant's successor unlees
the righta  or interests of Tenant's Bucceesor  are acquired in accordance with the
terms of thie Lease.
Lease.

The lawa of the State of California ehall  govern this

Section 12.9. Joint and Several Liability. All parties aignlng  thia Leaee
ae 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.

ARTICLE THIRTEEN: COMPLIARCE

The parties hereto agree to comply with'all applicable federal, q tate and
loci31 laws, regUlatiOnB,  codes, ordinances and administrative orders having
jurisdiction over the parties, property or the Bubject  matter of thie Agreement,
including, but not limited to,
thereto,

the 1964 Civil Rights Act and all amendments
the Foreign Investment In Real Property Tax Act, the Compreheneive

Environmental Response Compensation and Liability Act, and The Americans With
Disabilities Act.

Landlord and Tenant have signed this Lease on the dates specified adjacent
to their signatures below and have initialed all pages to this Lease.

LANDLORD TENART
Maynard F. Hanson and Carol C. Hanson County of Santa Cruz
Revocable Living Trust

By: .y. . . . , . . . .._I. __ L
&unty Department

,I--
Head,

._

Date: $3 -tJ -uy

C$-';i  -qCi

ehfef Aesietant County Couneel

' Date!

Recommended for Approval__

Scott Loichinger, Chief
Real Property Division

Date: 9 -s-4
I

shared/carol/lease/county4wpd9/4/99
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Exhibit “A-l”

207 McPherson Street-



RULES AND REGULATIONS

The following Rules and Regulations are prescribed by Landlord in order to
provide and maintain, to the best of Landlord's ability, orderly, clean and
desirable leased Property, Building and parking facilities for the tenants
therein and to regulate conduct in and use of leased Property, the Building and
parking facilities in such a manner as to minimize interference by others in the
proper use of the Property by Tenant. In the following Rules and Regulations,
all references to Tenant include not only the Tenant, but, also, Tenant's agents,
employees, invitees,  clients, customers, licensees, visitors, assignees, and/or
sublessees:

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 permit such areas to be used at any time 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 assumes any and all responsibility for protecting its Property
from theft, robbery and pilferage, which includes keeping doors locked and
other means of entry to the Property closed. Additionally, Tenant shall
assume responsibility for protecting the Building from theft, robbery,
pilferage, and damage which includes keeping entrance and exit doors
locked on non business hours. Landlord will not be responsible for lost
or stolen personal property, equipment, money, or any articles taken from
the Property, Building, or parking facilities regardless of how or when
loss occurs.

5. The plumbing facilities, including without limitation toilet rooms,
toilets, urinals, wash bowls 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 from a violation of this rule
shall be borne by Tenant.

6. Tenant shall permit Landlord, during the six (6) months prior to the
termination of this Lease to show the Property during business or
nonbusiness hours to prospective tenants and to advertise the Property for
rent.

1. The common 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 improper use of these common parking
facilities. Tenant should utilize only those parking spaces immediately
adjacent to the Property. Proper use of the common parking facilities is
deemed to be that use which is occasioned by the normal in and out traffic
required by the Tenant, in the normal course of the Tenant's business
operations. Vehicles that are abandoned, disabled, 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
removal without notice by Landlord's designated towing service. All costs
associated with such removal 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, lodging, or sleeping purposes.

9. No sign, placard, picture, advertisement, name or notice shall be
installed or displayed on any part of the outside of the Building without
the prior written consent of the Landlord. Landlord shall have the right
to remove, at Tenant's expense and without 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 Landlord.

10. If Tenant requires telegraphic, telephonic, burglar alarm or similar
services, it shall first obtain, and comply with Landlord's instructions
in their installation.

11. Tenant shall not use or permit to be used in the Property any foul or
noxious gas or substance, or permit 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
animals eithes as pets and/or for laboratory purposes.
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12. Tenant shall not install any radio or television antenna, loudspeaker
or other devices on the roof or exterior walls of the Building, without
written permission from Landlord, nor shall Tenant interfere with radio or
television broadcasting or reception fsom or in the Building OL elsewhere.

13. Landlord reserves the right to direct electricians as to where and
how telephone, telegraph, computer 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
Landlord. Tenant shall repair any damage resulting from noncompliance
with this rule.

14. Tenant shall not place in any trash box or receptacle any material
which 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 from time to time by Landlord.

15. Tenant shall comply with all safety, fire protection and evacuation
procedures and regulations established by Landlord or any governmental
agency.

16. Landlord may waive any one or more of these Rules and Regulations 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 Regulations against any or all of the tenants of the
Building.

17. These Rules and Regulations are in addition to, and shall not in any
modify or amend, in whole or in part, the terms, covenants, agreements and
conditions of any lease of Property in the Building.

18. Landlord reserves the right to make such other reasonable Rules and
Regulations as, in its judgment, may from time to time 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 Regulations and any additional rules
and regulations which are adopted.

19. Tenant shall be responsible for the observance of all of the
foregoing Rules and Regulations by Tenants employees, agents, assignees,
clients, customers, invitees and quests.



DATED: August $1999

PREMISES: 930, 962 and 966 East Lake Avenue,
Watsonville, California

,iv

LEASE

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

Landlord hcrcby  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, co&sting generally of offlce
space of approximatdly  800 square feet, 2,457 square feet and 896 square feet respectively and
totaling 4,153 square~fcet  which Gross RentableArea  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:

12 TERM. The term shall commence Sentember 15. 1999 and sh.all expire Sentember 14,
2oi)2.

(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 Item. 5 of this lease 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 delivery of possession or the premises is 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.



4. MTNTMUM  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: $5189.00  per month. g* $5, ObL _ (2s%)

Year Three: $5,448.00  ner month. 5y” L_B 5,218 ( 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 this least,  estimated to be $10 ner square foot ner
Additional rent shall be paid on the first day of each month of the term of thismonth.
lease.

$ /

pp

6. PREPAID RENT.
Y

on full execution of this lease, Tenant shall pay to Landlord theub  f-
amount of 10.59, .OO, which shall constiiute  the first months minimum re?t and,fir-ib-J&
additional rent and the last months minimum rent and additional rent. ~0

/- -+- ‘+,@G- s==-

7. SECURITY DEPOSIT. The security deposit for this Lease Agree&%%  waived,
however, if TFnant is in default, Tenant must curt the default or compensate Landlord
for all damage sustained by Landlord redulting  from..Tenant’s  default.

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.

Comnliance  with laws Tenant shall comply with ali laws concerning 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 conformity 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 &at 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 tenants i? the building in which the

premises are located. Tenant shall not use the premises for sleeping, 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

cExcept for Landlords knowledge of that certain  +nvironmental  Report currently on
d$

record with the County  of Santa Cruz  Environmental I.Jcalth Department  to the hest of1
Landlord’s knowledge, after reasonable inquiry, no Hazardous Substances, as hereinafter



defined, are now located on the Premises dcscrihed as Kxhibit  A which is attached to and made
a part of this least. X3 %G Ati  iNBehti(irZWL?

Definition of Hazardous Substances: The term “Hazardous Substance” as used in this
Lease 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,
is either: (I) potentially injurious to 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. Hazardous Substance shall include, but not be limited to,
hydrocarbons, petroleum, gasoline, crude oil or any products or by-products thereof. Tenant
shall not engage in any activity in, on or about the Premises which constitutes 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
installation 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 presence in, on or about the Premises of a
Hazardous Substancb  with respect to which any Applicable Laws require  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, so long as
such USC is not a Reportable use and does not expose the Premises or neighboring properties to
any meaningful risk of contamination or damage or expose Landlord to any liability therefor.
In addition, Landlord may (but without any obligation to do so) 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 installation (and, at landlords option, removal
on or before Lease expiration or earlier termination) of reasonably necessary protective
modifications to the Premises (such as concrete 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
Hazardous Substance has come to be located in, on, under or about the Premises or the
Building, other than as previously 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 exposure to, such Hazardous 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 Hazardous
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 investigation (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 rcleasc  agreement entered into by Landlord and Tenant shall release Tenant



from its obligations under this Lease with respect  to Hazardous Substances, unless specifically
so 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 I or consultants, relating in any manner to the Premises (including but not limited to
matters pertaining to (I) 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 3ubstance),  now in cffect.or which may hereafter come into effect.
Tenant shall, within five & 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 Premises to comply with any Applicable Requirements.

I
(e) Inspection; Compliance with Law: Landlord, Landlords agents, employees,

contractors and designated representatives, and’the holders,af 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 Lcasc 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, unless a

. Default or Breach of this Lease by Tenant or a violation of Applicable Requirements or 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.

(i) Hazardous Substance Conditions: If 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 Lease 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 Lease shall
continue in full force and cffcct, or (ii) if the
conditions%%hYelve  (12) times the then
greater), give written notice to Tenant within thirty (30)
knowledge of the occurrence of such Hazardous Substance Condition of Landlords desire to ‘*a
terminate this Lease as of the date sixty (60) days following the date of such notice. In the event
Landlord elects to give such notice of Landlords intention to terminate this Lease, Tenant shall
have the right within ten (10) days after the receipt of such notice to give written notice to
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 rcmcdiation as soon as reasonably possible after the
required funds are available. If Tenant does not give such notice and provide the required



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

w 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. Glass lettering  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 premises that will cause  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
Merchanh grees to continuously during the entire term hereof

maintain membcrshib illage.Meychant’sA_ssociation. --lkUT

ParkinP:  The, parking area to the re?r 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
merchandise 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 continuously use the premises for the use
specified in this. Tenant agrees that Tenant shall throughout the entire term and any extensions
hereof use said premises for 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 continuously
fne (5) days per week between the hours of 9:00 A.M. and 500 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
shall at all maintain a staff of counselor  I 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
against 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 Landlnrd 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 is not 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 notinclude  damage caused by unavoidable CJ~- _.__-  -- ----__ - - - - - -
casua~fbeex&@  covered by Landlord’s inshrance.  Tenant shall be liable for any damage
toe building in which the premises are located resulting from any act or nmission  of Tenant
or its authorized representatives. Tenant shall maintain a contract of regular maintenance with
a licensed contractor for the heating,~~!i!ationan~ir-c~nditian~n~equ~pmentcontainebin.
ulilprm&?$* - u/17  I%& 7&s ,AJ&*co,L  hJ.vIJ

16. MAINTENANCE RY LANDLORD. If Tenant refuses or neglects to properly maintain
or repair the premises as required 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 improvements in which the premises are located,
which structural parts include only the foundations, bearing and exterior walls (e_xcluding  all
signs), roof, and plumbing, scwagc  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 Landlard  for the common use of the tenants of the center in which the premises are
situated. The common area shall inclrlde  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 nthers-  to whom Landlord may have granted such rights
for promotional activities and outdonr  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 cammon  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,
Iecation,  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 af every kind and nature paid or incurred
by Landlord in operating  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 works
other insurance) paid to or on behalf of employees,
protection and fire hydrant charges, water and sewer charges, utility charges, license and
permit fees, reasonable depreciation of equipment used in operating and maintaining the
common areas, and rent paid for leasing any such equipment., all costs of maintainin&
repairing, resurfacing and replacing all common  areas and all building exteriors, includinp  al)-
roof areas, overhangs, siding, glazing, doors, fiasco, awnings, sheet metal, gutters, heating
venting and air conditioning equipment, lighting and utility installations plus Landlord’s
management and administra&e  expenses.

Tenant’s estimated phyment  of additional rent shall be based on the proportion that Tenant’s
leased Premises bears in relation to the total leasable area of the total Project and shall be paid
monthly or upon such other basis as Landlord Idhall  rcquirg 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 prnperty  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 expiratian  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 premises to 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 installation of the alterations is to
commence so 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 this least.  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 construction 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 agrees to
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 fdcd. 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



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 +J $#
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 WPru-

endorsement, to the extent of at least 100% of their full replacement value. The proceeds from &LIZ  rP+

any such policy shall be used by Tenant for the replacement of personal property or the
restoration of Tenant’s improvements 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 others located on the premises, nor for the loss of or
damage to any property of Tenant or of others by 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, explosian,  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 $f 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. All property of Tenant kept
orstored 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 self-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-LQ&~  c-+q+d& b Lm.Ld, IL;,  +41,L+,“LJc  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 intcntinnal acts or negligence nf nthcr tenants-or occupants of the building. Tenant
shall indemnify, defend, protect, and hold Landlord harmless from and against any and all
claims, Insses,  proceedings, damages, causes of actinn, 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 occurring in, 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 ng from or in connection
with, or caused by Landlord’s active

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,
customers and business visitors of such parties or 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 endorsements covering additional perils or under any other



policy of insurance carried by such party in lieu thereof, to the extent such loss or damage is
insured against 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-l/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 same to owner. Nothing in this
paragraph shall be construed as a limitation of Tenant’s liability for such occurrence, should
such liability othen6ise 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
hefore  destruction, 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 responsible for replacing
any of Tenant’s per&al  property, equipment or trade fixtures.

If the restoraiion  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 this lease or restore the premises or the building or other improvements in 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.

Denant  waives the provisions of Civil Code Section 1932(2)  and Civil Code Section
1933(4)  with respect to any destruction of the premiseg  -

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, this least shall, as to 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 awarded or paid upon such a total 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 accupy  or use all or any part of the premises, without first
obtaining Landlord’s written consent.



31. INVOLUNTARY ASSIGNMENT. No intcrcst  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:

(l)If 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 is a 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;

(3)If, 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 assignment shall constitute 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
threemdays  after dotice  and demand in writing by Landlord to correct such default, or if
Tenant abandons tie property prior to the expiration  of the term provided for in this
sgreemcnt, 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 the time of termination; (b) the worth a’t 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.

W&?(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 tionsidcred  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 the time the sum is paid, 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.

2%
If Tenant shall fail t pay any monthly rent payment by the fifth day of the month, or

ally hilled charges, withinddays of billing 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 Lessee 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 abovepcepting  that .during  the first ninety (90) days of the term of this lease,



Landlord shall waive the penalties contained in this Item 32 provided that Tenant furnishes to
Landlord written evidence that appropriafe  direction has been given to Tenant’s
Payable department regarding the payment obligations contained in this

Aycounts
Agreement.3 M

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. This lcase is and shall be subordinate to any encumbrance now of
record or recorded after the date of thislease 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. If
Tenant fails to execute and deliver any such documents or instruments, Tenant irrevocably
constitutes and appoints Landlord as Tenant’s’special a@ney-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 this lease is in 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 Tcuant  has
been notified 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 be in
writing and cithcr  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 EXPE@SES. Tenant shall pay to Landlord all amounts for reasonable
attorney’s  fees incurred baandlord  in connection wjth’&y breach or default under this lease
or incurred in order to enforce the‘ferms.or  provi&ns  hereof, Such amount shall be payable
upon demand. In addition, in the event that,a$&ion  shall be instituted by either of the parties
hereto for the enforcement of any or Itsrights  or remedies-inor  under this lease, the prevailing
party shall be entitled to recovcgfrt&  the other party all costs iniurred by said prevailing party
in said action, including reasdi;able  attorney’s fees to be fixed by the chrt 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
the term of this lease, with landlord’s written consent, .such possession. shall be deemed to be a
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 (WA) of the base rent payable during the last month of the lease
term, which rent shall be in addition to all other charges set forth in this lease, 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.

39. SALE BY LANDLORD. In the event of the sale or conveyance by Landlord of the property
containing the demised premises, such sale shah 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, and@&h 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:

(l)Time is of the essence of each provision of this lease. The parties hereby acknowledge
and agree that time is 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 bcreof by either party shall constitute 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 this lease a certified copy of a resolution of its board of directors authorizing the
execution of this lease arid naming the offtcers 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 (Assignment).

(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.



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

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

(9)The 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  unenforceability, 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
icase,  and upon Landlord’s receipt from Tenant of all monies required upon execution
of this lease. . .

(14) Except where permitted in this lcase 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
warrants that he or she is duly authorized to execute and deliver this Lease on behalf of
said party.

43. 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 alters the rent provisions set forth in this lease, then unless Tenant waives
the provisions of any such statute, ordinance or regulation, and such waiver is lawful and
binding, then Landlord shall have the right to terminate this lease by giving Tenant 90 days
written notice of termination.

SIX C’S - EAST’LAKE VILLAGE SHOPPING CENTER-Landlord

By:
William J. Codiga, it’s duly authorized representative Date
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COUNTY OF SANTA CRUZ-Tenant

By:
John P. Rhodes, Chief Probation Offker, Probation Department Date

ChiepAssi$ant  Cour@‘eounsel Date

By:

Date ‘.
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a. Landlord reserves the right from time tu time  for piblic  welfare or benetit  of nil
the Tenants of lhe Project to amend or ruppler~w~t  the following rules and
regulations and to adopt additional rules nnd  regulations  applicable to the
Lensed 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:

(I) All londing  and unloading of goods shnll be done only at such times, in the
wens,  and through the e~wances designated fur such purposes by
Lnsdlord.

(2) The delivec or shipping al’ merchandise, supplies and fixtures Lo  nnd
from the Lcssed Premises rhnll be subject to such rules and rcgulntions  as
in the judgment of Landlord are nceomry for the proper operntion  of the
Leased Premises or the Project.

(3) All gnrhngr and rrfurr  shall be kept in lhe kind of contniner specitied  by
Landlord, nnd  shnll bc placed outside of the Lensed Premises prepared
for collection iI1  the manner and at the times and places specilicd  by
Landlord. Tenant shnll pay rhe cost of removal of Tennnt’s  refuse or

rubbish.
(4) No aerinl,  satellite dish, t&phone  wire, cnnxial  cable or other line shall be

erected on the roof or exterior wnlls  of the prcmisas,  or the grounds,
without in each instance. the wirtten  consent of the Landlord. Any aerial.
satellite dish, telephone wire, conxinl cable or other line so instnlled
without suih written consent shnll be subject to removal without notice at
nuy time and Tenant shall pay with the next rent due the cost of removal
and roof repair.

(5) No loudspeakers, televisions, pbaoo~mphr,  radios or other devices rhnll
be used in a mnnner so as to be heard of or scm outside of the Leased

Premises without prior written consent of Landlord. Additiottally,
Tmant  shall conduct its bnslness  In a quiet and orderly manner so as not

to create unreasonabtt  or unrelnted  noise.
(6) The outside areas Immediately adjoining the premises shall be kept clean

and free fram dirt and rubbish by Tenant to the satisfaction of Landlord
nnd Tenant shall not place or permit  any obstructions or merchandise in
such areas except with Landlord’s  specific written approval.

(7) 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 erpcnsc  of any breakage. stoppage. or
damage resulting from a violntiou  of this provision shall be borne by
Tenant, who caused same, or whose employees, agents or invitecs  caused
3nme.
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(9) Tenant shall USC  at Tenant’~ cost such  pest cxtcrminntion contractor as

Landlord may direcf  nnd nt such intervnls  as Landlord may require.
(10) Tenant  shall not burr1  any trnsh or garbage of any kind 111  or about

thcLcnsed  Premise, or Project.
(I 1) All public entrnnccs  nnd exits to the Leased Premises shall be kept

unobstructed omi open to the public  during nurmr~l  business hours.
(12) Tenant shall not cause or permit my obnoxious or foul orders thnt

disturb the public or other tenants. Should suckodors be evident, Tenant
slwll be required to take  immediate steps to remedy same upon writtco
wtice from Landlord.

(13) No pets belonging to T&ant  orfeoant’s  employees will be permitted
to wander or roam within the Commott  Areas  or Facilities,

(14) Any restaurant or business that preparer  food must show a certitic:rtc
of cowplinnce  witlr  applicable govcromcntnl  nttd  health regulations and
must maintain same, including tvgulnrly  scheduled clenning  of any
hood/vent used in the restaurrmt operation opoo Lnndlords  request.
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This exhibit “C” is hereby mndc R part of tbnt ccrtaiu lease by rod between SIX C’S
EAST LAKE WLLACE  SHOPPlNG CCNTER  (Lmdlord)  mid  SANTA CRUZ

COUNTY (Teunnl)  for 930, 962 and 966 East Lnkc  Aveuuc, Wntsonville, Callfornin

dated  August 3. 1999.

1. Inrprovcmc~~ts:  Per Item 3 of this lense,  landlord  shall perform the following
improvements prior to the cummcnccmeut  of Ibis Ierre...

-insure nil  restrooms meet curreut  n,pplicnblegoven~mtntnl  rcquiremcuts.
-install door bctweeu  kitchen and restroom nrea  in 962 Eat Lake Avenue.
-1nstnII drop ceiling with xcnusticnl  tile iu restroom nud  kitchen RI’CIS  is 962.
-inrtnll  door from kitchen nrea to conference room in 962.

-instnll door and 3 x 5 window between oNice in 962 nnd 966.
-inrtnll  couuter  with rrbineta  above in kitcbrn  A~CII  of962.
-lustnIl  wrll for computer rquipnreut rcpnmlint~  ill rcrlroum  or966.
-instnll  lockcable lo&sets  on all doors.
-iustnlt  uerv cnrpet  nud base iu 93O.nnd 966.

-paint interior 0r nil otlices.
-insure full function ofnll  electrical, heating.  vcatilntlon nnd rir conditioning
systems.


