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FILE NO. 160645 

AMENDED IN COMMITTEE 
6/16/16 

RESOLUTION NO. 

1 [Real Property Purchase - 450 Sixth Street - Multiple Party Ownership - $2,403,333] 

2 

3 Resolution authorizing the execution and acceptance of a Purchase and Sale 

4 Agreement by and between the City and Joan Spargo, in Trust, as Trustee of the "Stella 

5 Arnold 1987 Exempt Trust FBO Joan Spargo" dated April 4, 2001, as to an undivided 

6 3/8 interest; Walter A. Arnold, in Trust, as Trustee of the 0 Stella Arnold 1987 Exempt 

7 Trust FBO Walter A. Arnold" dated April 4, 2001, as to an undivided 3/8 onterest; 

8 Kenneth Musso, as to an undivided 1/12 interest; David Musso, as to an undivided 1/12 

9 interest; and Arlene Ripley, as to an undivided 1/12 interest ("SeUer"), for the real 

1 O property located at 450 Sixth Street (Assessor's Parcel Block No. 3759, Lot No. 043) for 

11 $2,403,333; and finding the proposed transactions are in conformance with tlhe City's 
I 

12 General ~Ian, and the eight priority policies of Planning Code, Section 101.1. 

13 

14 WHEREAS, The Capital Planning Committee and Board of Supervisors have 

15 previously approved a Hall of Justice replacement project known as the Justice Facilities 

16 Improvement Project (JFIP); and 

17 WHEREAS, The Board of Supervisors directed City staff in December of 2015 to 

18 pursue property acquisitions within Assessor's Parcel Block No. 3759 for purposes consistent 

19 . with the JFIP; and 

20 WHEREAS, 450 Sixth Street is Assessor's Parcel Block No.3759, Lot No. 43; and 

21 WHEREAS, The acquisition of this property is key to the potential development of any 

22 project adjacent to existing Hall of Justice facilities consistent with the JFIP; and 

23 WHEREAS, The Planning Department, through General Plan Referral letter dated May 

24 26, 2016, ("Planning Letter"), which is on file with the Clerk of the Board of Supervisors under 

25 File No. 160645, has verified that the City's acquisition of 450 Sixth Street is consistent with 
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1 the General Plan, and the eight priority policies under Pla.nning Code, Section 101.1, and the 

2 acquisition was fully evaluated in the 850 Bryant Street - Hall of Jus.tice Mitigated Negative 

3 Declaration, Planning Case No. 2014.0198E, upheld by the Board of Supervisors on July 21, 

4 2015, Motion No. 150702; and 

5 WHEREAS, The Director of Property, in consultation with the Office of the City 

6 Attorney, negotiated the ·proposed Purchase and Sale Agreement for 450 Sixth Street 

7 (Assessor's Parcel Block No. 3759, Lot No. 43), which is on file with the Clerk of the Board of 

8 Supervisors under File No. 160645 (the "Agreement"), with a purchase price of $2,403,333 

9 (the "Purchase Price"); and 

1 O WHEREAS, The property is currently leased to Beauty Systems Group Inc., a 

11 Delaware Corporation ("Tenant") through April 30, 2026 (the "Lease", a copy of which is on file · 

12 with the Clerk of the Board of Supervisors under File No. 160645) at a industrial gross rent of 

3 $9,250 per month which will provide income to the City during the JFIP design and permitting 

14 process; and 

15 WHEREAS, An independent MAI appraisal of 450 Sixth Street, by Carneghi and 

16 Partners Inc. in October 2015, determined that fair market value for the property to be 

17 acquired at $2,750,000; now, therefore, be it 

18 RESOLVED, That the Board of Supervisors hereby finds that the acquisition of 450 

19 Sixth Street is consistent with the City's General Plan and Eight Priority Policies of Planning 

20 Code Section 101.1 and hereby incorporates such findings by reference as though fully set 

21 forth in this Resolution; and, be it 

22 FURTHER RESOLVED, That the Board of Supervisors hereby finds that the purchase 

23 of the Property, as contemplated by the Purchase Agreement is consistent with the General 

24 Plan, and with the eight Priority Policies of Planning Code Section 101.1 and has been fully 

25 evaluated in the 850 Bryant Street - Hall of Justice Mitigated Negative Declaration for the 
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1 same reasons as set forth in the letter of the Department of City Planning, dated May 26, 

2 2016, and hereby incorporates such findings by reference as though fully set forth in this 

3 Resolution; and, be it 

4 FURTHER RESOLVED, That in accordance with the recommendation of the Director 

5 of Property and Mayor, the jurisdiction of the Acquisition Site will be assigned upon close of 

6 escrow to Real Estate; and, be it 

7 FURTHER RESOLVED, That the execution, delivery and performance of the 

8 Agreement is hereby approved and the Director of Property (or his designee) are hereby 

9 authorized to execute the Agreement, in substantially the form of Agreement referenced 

1 O herein, on behalf of the City and any such other documents that are necessary or advisable to 

11 complete the transaction contemplated by the Agreement and effectuate the purpose and 

12 intent of t~is Resolution; and, be it 

13 · FURTHER RESOLVED, That the Board of Supervisors authorizes the Director of 

14 Property (or his designee), in consultation with the City Attorney, to enter into any additions, 

15 amendments or other modifications to the Agreement and any other documents or 

16 instruments, including but not limited to an Assignment of Lease, necessary in connection 

17 therewith, that the Director of Property determines are in the best interests of the City, do not 

18 materially decrease the benefits to the City with respect to the Property, do not mat~rially 

19 increase the obligations or liabilities of the City, and are necessary or advisable to complete 

20 the transaction contemplated in the Agreement and that effectuate the purpose and intent of 

21 this Resolution, such determination to be conclusively evidenced by the execution and 

22 delivery by the Director of Property (or his designee) of any such additions, amendments, or 

23 other modifications; and, be it 

24 

25 
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1 FURTHER RESOLVED, That the Board of Supervisors authorizes the 

2 assignment of the Lease; and, be it 

~ 3 FURTHER RESOLVED, That all actions authorized and directed by this 

4 Resolution and heretofore taken are hereby ratified, approved and confirmed by this 

·.5 Board of Supervisors; and, be it 

. 6 FURTHER RESOLVED, That the Director of Property shall provide the Clerk 

7 ' of the Board of Supervisors a fully executed copy of the Purchase and Sale 

8 Agreement within thirty (30) days of signature of same. 

9 

10 

11 

12 

3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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BUDGET AND FINANCE COMMITTEE MEETING JUNE 16, 2016 

ltem9 
File 16-0645 

EXECUTIVE SUMMARY 

Legislative Objectives 

• The proposed resolution would execute and accept a Purchase and Sale Agreement between the City and 
various parties in Trust as Trustees for the real property located at 450 Sixth Street for $2,403,333; and 
find the proposed transactions are in conformance with the City's General Plan and the eight priority 
policies of Planning Code Section 101.1. 

Key Points 

• The City's Capital Planning Committee has determined that County Jails No. 3 and No. 4 located in the 
Hall of Justice at 850 Bryant Street are seismically deficient and outdated. 

• In 2016, the Board of Supervisors urged City staff to convene a working group to (a) develop a plan to 
provide effective and humane investments in mental health; (b) identify what new facilities are needed; 
(c) seek to maintain San Francisco's eligibility to use State financing for those facilities; (d) provide a 
report to the Board of Supervisors and (d) continue to pursue acquisition of four adjacent properties at 
(1) 814-820 Bryant Street, (2) 444 6th Street, (3) 450 6th Street and (4) 470 6th Street. The acquisition of 
the property at 450 6th Street is the subject of this resolution. 

Fiscal Impact 

• The appraised market value for the property is $2,750,000. The purchase price will be $2,403,333 or 
$346,667 less than the appraised value because the appraisal assumed a higher potential rental income 
than the existing lease provides. Up to an additional $25,000 transaction fees are estimated. · 

• City transfer taxes are due on sale by the seller. However, the sale of land to a public entity does not 
require the seller to pay transfer tax. For this transaction, the City negotiated a credit at escrow for the 
City's transfer taxes, which is estimated at $18,023. Net costs to the City would therefore be $2,410,310. 

• If the existing lease extends for the entire term, or through April 30, 2026, the City is projected to receive 
a total of $1,086,008 of net rental revenues. 

• Remaining General Fund-County Jails 3 and 4 replacement project funds of $2,867,419 are available for 
this acquisition of 450 6th Street. 

Policy Consideration 

• A City working group is actively meeting to identify potential options for the Boa.rd of Supervisors to 
consider regarding the closure of County Jails 3 and 4 at the Hall of Justice, which may be available for 
consideration in approximately six months. Whether or not a new jail facility is constructed on this site, 
additional space will likely be needed adjacent to the Hall of Justice for a jail support facility, a hybrid 
mental health/rehabilitation facility, or for District Attorney and/or Adult Probation offices, or for a new 
criminal courthouse, all currently located in the Hall of Justice. 

Recommendation 

• Approval of the proposed resolution is a policy matter for the Board of Supervisors. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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MANDATE STATEMENT 

City Administrative Code Section 23.1 requires Board of Supervisors approval of all real 
property transactions. Administrative Code Section 23.4 requires Board of Supervisors approval 
of the granting of real property to the City before the Director of Real Estate can accept the 
deed to the property. 

BACKGROUND 

The City's Capital Planning Committee has determined that County Jails No. 3 and No. 4 located 
in the Hall of Justice at 850 Bryant Street are seismically deficient and outdated. As a result, 
replacing the Hall of Justice, including County Jails No. 3 and No. 4, has been a high priority· in 

. the City's Ten-Year Capital Plan since 2006. However, in late 2015, the Board of Supervisors 
rejected legislation to (a) accept a State grant to construct a new jail, (b) issue $215,000,000 
Certificates of Participation and commercial paper to fund the balance of the costs, and (c) 
purchase four adjacent properties to locate the new jail facility. 

Instead, on January 12, 2016, the Board of Supervisors approved a resolution (File 15-1286; 
Resolution 2-16) urging the Director of the Department of Public Health and the Sheriff to 
convene a working group, which includes mental health providers and advocates, former 
inmates, District Attorney, Public Defender, Police, Adult Probation, Pre-Trial Diversion, 
Controller, Department of Public Works and Capital Planning representatives to (a) develop a 
plan to provide effective and humane investments in mental health; (b) identify what new 
facilities are needed; (c) seek to maintain San Francisco's eligibility to use State financing for 
those facilities; and (d) provide an initial report to the Board of Supervisors no later than March 
31, 20161

. This working group, co-chaired by Sheriff Hennessey, Department of Public Health 
Director Barbara Garcia and Roma Guy, Taxpayers for Public Safety, meets monthly and Sheriff 
Hennessey advises that the working group will likely be deve.loping alternative options for the 
Board of Supervisors to consider in approximately six months. 

This resolution also indicated that the Board of Supervisors verbally urged the Department of 
Real Estate to begin negotiating the acquisition of the four adjacent properties at: (1) 814-820 
Bryant Street, (2) 444 6th Street, (3) 450 6th Street and (4) 470 6th Street such that the Board of 
Supervisors would soon consider legislation approving these acquisitions. 

DETAILS OF PROPOSED LEGISLATION 

The proposed resolution would (1) authorize the execution and acceptance .of a Purchase and 
Sale Agreement to acquire the real property at 450 6th Street (Block 3759, Lot 043) for 
$2,403,333 from (a) Joan Spargo, in Trust, as Trustee of the "Stella Arnold 1987 Exempt Trust 
FBO Joan Spargo" dated April 4, 2001 as to an undivided 3/8 interest, (b) Walter A Arnold, in 
Trust, as Trustee of the "Stella Arnold 1987 Exempt Trust FBO Walter A Arnold" dated April 4, 

1 On March 30, 2016, this working group submitted a report to the Board of Supervisors outlining the goals, 
decision making process, support groups, meeting roadmap, interviews, information sharing and deliverables for 
this working group. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE COMMITIEE MEETING JUNE 16, 2016 

2001 as to an undivided 3/8 interest, (c) Kenneth Musso, as to an undivided 1/12 inte.rest, (d) 
David Musso as to an undivided 1/12 interest, and (e) Arlene Ripley as to an undivided 1/12 

interest; and (2) find the proposed transactions are in conformance with the City's General Plan 
and the eight priority policies of the Planning Code Section 101.1. 

, 
Existing and Proposed Use of PrQpertV 

The proposed property at 450 6th Street, located one lot south of Ahern Way in the south of 
Market neighborhood, is one of the four properties listed above f!)r planned acquisition, 
located adjacent to the Hall of Justice as shown in the map below. · 

4.0 . 
~TATE 

HARRIET 

3759 
JOO Vl\-RA BLK.3&7 
11er;;.Seo "'.Sr 

. ' 
.. 

~ t 

The subject property at 450 6th Street includes a 4,500 square foot single-story concrete 

masonry commercial building constructed in 1956 on approximately 6,000 square feet (0.14 
acres) of land. The property is currently leased to Beauty Systems Group Inc. for a wholesale 

beauty supply business and surface parking for $9,250 per month or $1.54 per square foot 

based on 6,000 sf. The existing lease extends through April 30, 2026, or for approximately ten 
more years, with one escalation in rent to $10,000 per month on May 1, 2021. Under the 

proposed resolution, the Board of Supervisors places the subject property under the jurisdiction 
of the Real Estate Division and assignment of the lease under the existing lease terms. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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Mr. John Updike, Director of Real Estate advises that the acquisition of this property is being 
proposed now because the Real Estate Divi~ion was able to reach an agreement with the 
current owners for a fair market purchase of this property. Mr. Updike advises that his office is 
continuing to negotiate with two other owners for the three other properties listed above and 
hopes to acquire such properties, subject to Board of Supervisors approval, in the near future. 
Acquisition of all four properties (proposed assemblage in above map) is likely to be necessary 
to develop a potential project adjacent to the existing Hall of Justice facilities. 

Environmental and Planning Code Provisions 

On July 21, 2015, the Board of Supervisors approved the Final Mitigated Negative Declaration 
for the jail replacement project (File 15-0701). On May 26, 2016, the Planning Department 
verified that the proposed acquisition of 450 Sixth Street is consistent with the City's General 
Plan and the eight priority policies in Section 101.1 of the Planning Code. The proposed 
resolution would incorporate the findings in the Final Mitigated Negative Declaration, and the 
Planning Department's findings regarding consistency with the City's General Plan and the 
Planning Code. 

FISCAL IMPACT 

Appraisal and Purchase Price 
In October 2015, the Real Estate Division contracted with Carneghi and Partners Inc. to conduct 
an appraisal of the 450 6th Street property, which determined the market value for this 
property was $2, 750,000. The appraisal defines market value as the most probable price which 
a property should bring in a competitive and open market under all conditions requisite to a fair 
sale. This appraisal also assumes the subject property is vacant and available for lease at market 
rent, and unencumbered by any lease. 

The proposed purchase price is $2,403,333 or $346,667 less than the recent appraisal of 
$2,750,000. Mr. Updike advises that the reduction in purchase price was negotiated because 
the appraisal assumed a higher potential rental income based on current market conditions. As 
noted above, the City would assume the existing lease, which is less than current market rates. 
In addition, Mr. Updike estimates incurring up to $25,000 for escrow fees, title insurance and 
other related transaction expenses. 

Real Property Transfer Taxes 

The practice in San Francisco is for the seller of property to pay real property transfer taxes to 
the City, generated by the sale. However, because the City is a public entity, the sale of this 
property does not generate real property transfer taxes. The estimated transfer tax is $18,023, 
based on a purchase price of $2,403,333. 

This amount of $18,023 represents a benefit to the sellers of the property, which would 
otherwise have been paid by the sellers if the properties were sold to a private entity instead of 
being sold to the City. Under the proposed acquisition, the City negotiated a credit of $18,023 
at escrow for the City's transfer taxes, which would otherwise be due on sale by the seller. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE COMMITTEE MEETING JUNE 16, 2016 

Net City Costs 

As shown in Table 1 below, the net cost to the City for the subject property would be 
approximately $2,410,310. 

Source of Funding 

Table 1: Net Purchase Costs to City 

Appraisal 

Proposed Purchase Price 
Transaction Fees and Expenses 

Subtotal City Cost 

Credit for Transfer Taxes 

Net City Cost 

$2,750000 

2,403,333 
25,000 

$2,428,333 
(18,023) 

$2,410,310 

$12,690,000 in General Fund monies were previously appropriated by the Board of Supervisors 
in FY 2012-13 through FY 2015-16 to fund County Jails 3 and 4 Replacement project costs. 
Remaining project funds of $2,867,419 are currently available to fund the acquisition of the 
subject property at 450 6th Street. · 

Projected Lease Revenues 

Table 2 below shows the projected annual rent, operating expenses, net annual revenues and 
cumulative revenues to be received by the City each year through April 30, 2026, when the 
current lease at 450 6th Street expires. As shown in Table 2 below, if the lease extends for the 
entire term, the City is projected to receive a total of $1,086,008 of net cumulative rental 
revenues. The actual amount of total revenues to be realized by the City from this lease will 
depend on whether and when the existing lease is terminated by the City. According to Mr. 
Updike, the City would only terminate the subject lease at 450 6th Street, after a specific plan 
and design are approved by the Board of Supervisors and permits are secured for construction 
of a new facility on this site. 

Table 2: Projected Rent and ijevenues from 450 6th Street Lease 

Projected 
Projected Net 

Net Cumulative 
Year Annual Annual 

Annual 
Operating Income 

Revenues 

Rent 
Expenses* 

2016** $37,000 $713 $36,287 $36,287 

2017 111,000 2,935 108,065 144,352 

2018 111,000 3;024 107,976 252,328 
2019 111,000 3,114 107,886 360,214 

2020 111,000 3,207 107,793 468,007 

2021*** 117,000 3,304 113,696 581,703 

2022 120,000 3,403 116,597 698,600 

2023 120,000 3,505 116,495 815,095 

2024 120,000 3,610 116,390 931,485 

2025 120,000 3,719 116,281 1,047,766 

2026 40,000 958 39,042 1,086,008 

* Based on estimates from Real Estate and increased by 3% annually. 

**Assumes start date of September 1, 2016 at $9,250 per month. 

*** Rent increases to $10,000 per month on May 1, 2021. 
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POLICY CONSIDERATION 

One policy consideration for the Board of Supervisors is whether to pursue the acquisition of 
this one parcel at 450 6th Street, within a larger intended acquisition of four properties, if the 
other properties cannot be acquired and if a specific plan for construction of a new facility on 
these properties has not yet been approved. 

The Board of Supervisors verbally urged the Real Estate Division to cont,inue to pursue the 
acquisition of the four identified properties adjacent to the Hall of Justice. As summarized 
above, the proposed purchase of ohe of these parcels at 450 6th Street is for less than the fair 
market value and has an existing tenant which provides rental revenue to partially offset the 
City's cost to purchase and own. In addition, Mr. Updike notes that this parcel is strategic within 
the block and is an opportunity that might not arise later. 

As noted above, a working group is actively meeting to identify potential options for the Board 
of Supervisors to consider regarding the closure of County Jails 3 and 4 at the Hall of Justice. 
Such alternative options for the Board of Supervisors to consider may not be available for 
approximately six months. Sheriff Hennessey also notes that whether or not a new jail facility is 
constructed on this site, additional space will likely be needed adjacent to the Hall of Justice for 
a jail support facility, a hybrid mental health/rehabilitation facility, or for District Attorney 
and/or Adult Probation offices, or for a new criminal courthouse, all currently located in the 
Hall of Justice. 

RECOMMENDATION 

Approval of the proposed resolution is a policy matter for the Board of Supervisors. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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· AGREEJ\1ENT OF PURCHASE AND SALE FOR REAL ESTATE 

by and between 

Joan Spargo, in Trust, as Trustee of the "Stella Arnold 1987 Exempt Trust FBO Joan Spargo" dated April 
· 4, 2001, as to an undivided 3/8 interest; Walter A. Arnold, in Trust, as Trustee of the "Stella Arnold 1987 
Exempt TFUst FBO Walter A. Arnold" dated April 4, 2001, as to an undivided 3/8 interest; Ke·nneth Musso, 
as to an und[vided 1/12 interest; David Musso, as to an undivided 1/12 interest; and Arlene Ripley, as to 

an undivided 1/12 interest 
as Seller 

and 

CITY AND COUNTY OF SAN FRANCISCO, 
. as Buyer 

For the purchase and sale of 

Assessor's Block 3759, Lot 43 and also known as 
450 Sixth Street 

San Francisco, California 

March 14, 2016 
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AGREEMENT OF PURCHASE AND SALE FOR REAL ESTATE 
( 450 Sixth Street, San Francisco) 

THIS AGREEMENT OF PURCHASE AND SALE FOR REAL ESTATE (this ''Agreement") 
dated for reference purposes only as of March 14, 2016 is by and between Joan Spargo, in Trust, 
as Trustee of the "Stella Arnold 1987 Exempt Trust FBO Joan Spargo" dated April 4, 2001, as to 
an undivided 3/8 interest; Walter A. Arnold, in Trust, as Trustee of the "Stella Arnold 1987 
Exempt Trust FBO Walter A. Arnold" dated April 4, 2001, as to an undivided 3/8 interest; 
Kenneth Musso, as to an undivicj.ed 1/12 interest; David Musso, as to an undivided 1/12 interest; 
and Arlene Ripley, as to an undivided 1/12 interest ("Seller"), and the CITY AND COUNTY 
OF SAN FRANCISCO, a· municipal corporation ("Buyer" or "City"). 

FOR GOOI? AND VALUABLE CONSIDERATION, the receipt and sufficiency of 
which are hereby acknowledged, Seller and City agree as follows: 

1. PURCHASE AND SALE 

1.1 Properfy Included in Sale 

Seller agrees to sell and convey to City, and City agrees to purchase from Seller, subject 
to the terms,_ covenants and conditions hereinafter set forth, the following: 

(a) the real property consisting of approximately six thousand (6,000) square 
feet of land, located in the City and County of San Francisco, commonly known as Block 3759, 
lot 43 Sheet and more particularly described in Exhibit A attached h hereto (the "Land"); 

(b) all improvements and fixtures located on the Land, including, without 
limitation, that certain one story building containing approximately forty five.hundred (4,500) 
square feet of net rentable area and known as 450 Sixth Street, as well as all any and all rights, 
privileges, and easements incidental or appurtenant to the Land or Improvements, including, 
without limitation, any and all minerals, oil, gas and other hydrocarbon substances on and 

. under the Land, as well as any and all development rights, air rights, water, water rights, 
riparian rights and water stock relating to the Land, and any and all easements, rights-of-way or 
other appurtenances· used in connection with the beneficial use and enjoyment of the Land or 
Improvements, and any and all of Seller's right, title and interest in and to all roads and alleys 
adjoining or servicing the Land or Improvements (collectively, the "Appurtenances"); . . 

All of the items referred to in Subsections (a), and {hl_above are collectively referred to 
as the "Property." · 

2. PURCHASE PRICE 

2.1 Purchase Price 
. ~ 

The total purchase price for the Property is Two Million Four Hundred Three Thousand 
Three Hundred Thirty Three Dollars ($2,403,333) (the "Purchase Price"). 
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2.2 Payment 

On the _Closing Date (as defined in Section 6 .2 [Closing Date]), City shall pay the 
Purchase Price, adjusted pursuant to the provisions of Article 7 [Expenses and Ta:Xes ], and 
reduced by any credits due City hereunder. 

Seller acknowledges and agrees that if Seller fails at Closing to deliver to City the 
documents required under Sections. 6.3(h) and 6.3(i) [Seller's Delivery of Documents], the Title 
Company may be required to withhold a portion of the Purchase Price pursuant to Section 1445 
of the United States Internal Revenue Code of 1986, as amended (the "Federal Tax Code"), or 
Section 18662 of the California Revenue and Taxation Code (the "State Tax Code"). Any 
amount properly so withheld by the Title Company shall be deemed to have been paid by City as 
part of the Purchase Price, and Seller's obligation to consummate the transaction contemplated 
herein shall not be excused or otherwise affeded thereby. 

2.3 Funds 

All payments made by any party hereto shall be in legal tender of the United States of 
America, paid by Controller's warrant or in cash or by wire transfer of immediately available 
funds to Title Company (as defined below), as escrow agent.. 

3. TITLE TO THE PROPERTY 

3.1 Conveyance of Title to the Property 

At the Closing Seller shall convey to City, or its nominee, marketable and insurable fee 
simple title to the Land, the Improvements and the Appurtenances, by duly executed and 
acknowledged grant deed in the form attached hereto as Exhibit C (the "Deed"), subject to the 
Accepted Conditions of Title (as defined in Section 3.2 [Title Insurance]). 

3.2 Title Insurance 

Delivery of title in accordance with the preceding Section shall be evidenced by the 
commitment of Chicago Title Company (the "Title Company") to issue to City , or its nominee, a 
CLTA extended coverage owner's policy of title insurance (in a Form acceptable to City, in its 
sole discretion) (the "Title Policy") in the amount of the Purchase Price, insuring fee simple title 
to the Land, the Appurtenances and the Improvements in City, or its nominee, free of the liens of 
any and all deeds of trust, mortgages, assignments of rents, financing statements, creditors' 
claims, rights of tenants or other occupants (except for the exist~g lease to Beauty System.S 
Group, Inc., dated as of May 1, 1996 (the "Lease") and as subsequently ~ended, and all other 
exceptions, liens and encumbrances except solely for the Accepted Conditions of Title pursuant 
to Section 5.l(a) below. The Title Policy shall provide full coverage' against mechanics' and 
materialmen's liens arising out of the construction, repair or ~teration of any of the Property, 
shall not contain any exclusion. from coverage for creditor's rights or bankruptcy, and shall 
contain an affirmative endorsement that there are no violations of restrictive covenants, if any, 
affecting the Property such special endorsements as City may reasonably request. The Title 
Policy shall also provide for reinsurance with direct access with such CC?mpanies and in such 
amounts as City may reasonably request. 

3.3 Assignment of Leases 

Seller represents that a true, correct and complete copy of the Lease is attached as · 
Exhibit D. At the Closing Seller shall transfer its title to the Lease by an assignment of lease in 
the form attached hereto as Exhibit F (the "Assignment of Lease"), such title to be free of any 
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liens, encumbrances or interests, except for the Accepted Conditions of Title. There are no 
maintenance or other contracts affecting the Property as of the Closing Date. If any such 
contracts exist on the Effective Date, Seller shall terminate the contracts before the Closing Date. 

4. BUYER'S DUE DILIGENCE INVESTIGATIONS 

4.1 Due Diligence and Time for Satisfaction of Conditions 

City has been given or will be given before the end of the Due Diligence Period (as 
defined below), a: full opportunity to investigate the Property, either independently or through 
agents of City's own choosing, including, without limitation, the opportunity to. conduct such 
appraisals, inspections, tests, audits, verifications, inventories, investigations and other due 
diligence regarding the economic, physical, environmental, title and legal condition~ of the 
Property as City deems fit, as well as the suitability of the Property for City's intended uses. City 
and· its Agents may commence due diligence investigations on the Property on or after the date 
this Agreement is executed by both parties hereto. The period for completion of all such 
investigations shall expire on September 1, 2016 (the "Due Diligence Period"), subject to the 
terms and conditions provided hereinbelow. Seller agrees to deliver to City all of the Documents 
and other items described in Sections 5 .1 ( d), 5 .1 ( e) and ~ withjn five· ( 5) business days after 
the date of mutual execution hereof, provided that if Seller fails to do so, then the expiration of 
the Due' Diligence Period shall be extended by the number of days after the end of such five-day 
delivery period that Seller delivers all such· items to City. Notwithstanding' anything to the 
contrary in this Agreement, City shall have the right to terminate this Agreement without cost at 
any time before the end of the Due Diligence Period. 

4.2 Energy Consumption 

City acknowledges and agrees that Seller delivered the Disclosure Summary Sheet, 
Statement of Energy Performance, Data Checklist, and Facility Summary (all as defined in the 
California Code of Regulations, Title 20, Division 2, Chapter 4, ,Article 9, Section 1680) for the 
Property, copies of which are attacheQ. as Schedule 1 to this Agreement, no less than 24 hours 
prior to City's execution of this Agreement. 

5. ENTRY 

During the Due Diligence Period and at all times prior to the Closing Date but with any 
notice as required by the Lease, Seller shall afford City and its Agents reasonable access to the 
Property for the purposes of satisfying City with respect to the representations, warranties and 
covenants of Seller contained herein and the satisfaction of the Conditions Precedent including, 
without limitation, the drilling of test wells and the taking of soil borings. City hereby agrees to 
indemnify and hold Seller harmless from any damage or injury to persons or property caused by 
City or its Agents during any such entries onto the Property prior to the Closing, except to the 
extent such damage or injury is caused by the ~cts or omissions of Seller or any of its Agents. 
The foregoing Indemnity shall not include any claims resulting from the·discovery or disclosure 
of pre-existing environmental conditions or the non-negligent aggravation of pre-eXisting 
environmental conditions on, in, under or about the Property, including the Improvements. In 
the event this Agreement is terminated for any reason, City shall restore the Property to 
substantially the condition it was found.subject to applicable laws. This indemnity shall survive 
the termination of this Agreement or the Closing, as applicable. · 

5.1 City's Conditions to (}losing 

The following are conditions precedent to City's obligatiQn to purchase the Property 
(collectively, "Conditions Precedent"): 
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(a) City shall have reviewed and approved title to the Property,- as follows: 

(i) Within five (5) business days after the date City and Seller execute 
this Agreement, Seller shall deliver to Buyer to the extent Seller knows of such documents 
copies of any existing or proposed easements, .covenants, rest;rictions, agreements or other 
documents that affect the Property, and are not disclosed by the Preliminary Report attached as 
Exhibit B, or, if Seller knows of no such documents, a written certification of Seller to that 
effect; and 

(ii) City may, at its option, arrange for an "as-built" survey of the Real 
Property and Improvements prepared by a licensed surveyor (the "Survey"). Such survey shall 
be acceptable to, and certified to, City and Title Company and· in sufficient detail to provide the 
basis for and the Title Policy without boundary, encroachment or survey exceptions. 

City shall advise Seller, prior to the end of the Due Diligence 
period, what ~xceptions to title, if any, City is willing to accept (the "Accepted Conditions of 
Title"). City's failure to so advise Seller within such period shall be deemed disapproval of title. 
Seller shall have ten (10) days a~er receipt of City's notice of any objections to title to give City: 
(A) evidence satisfactory to City of the removal of all objectionable exceptions from title or that 
such exceptions will be removed or cured on or before the Closing; or (B) notice that Seller 
elects not to cause such exceptions to be removed. If Seller gives notice under clause (B), City 
shall have ten (10) business days to elect t9 proceed with the purchase or terminate this 
Agreement. If City shall fail to give Seller notice of its election within such ten (10) days, City 
shall be deemed to have elected to terminate this Agreement. If Seller gives notice pursuant to 
clause (A) and fails to remove any such objectionable exceptions from title prior to the Closing 
Date, and City is unwilling to take title subject thereto, Seller shall be in default hereunder and 
·City shall have the rights and remedies provided herein or at law or in equity. 

(b) City's review and approval, within the Due Diligence Period, of the physical 
and environmental conditions of the Property, including, without limitation, structural, 
mechanical, electrical and other physical conditions of the Property. Such review may include 
an examination for the presence or absence of any Hazardous Material (as defmed in 
Section 8 .1 (j) City shall be responsible for performing or arranging any such reviews at City's 
expense, provided that if City's consultants reasonably determine that, based upon their Phase I 
examination, a Phase II examination is necessary with respect to all or a part of the Real 
Property, City may elect to perform a Phase II examination 

If any of City's investigations reveal any contamination of the Property with any 
· Hazardous Material, then City may, at its sole election, by written notice to Seller on or before 

the end of the Due Diligence Period: (i) request that Seller, at Seller's sole cost, complete before 
the Closing through duly licensed contractors approved by City such activities as are necessary 
to cleanup, remove, contain, treat, stabilize, monitor or otherwise control H~ardous Material 
located on or under the Property in compliance with all governmental laws, rules, regulations and 
requirements and in accordance with a writteri. remediation plan approved by City in its sole 
discretion and by all regulatory agencies with jurisdiction; (ii) terminate this Agreement; or 
(iii) request that Seller provide City with a credit against the Purchase Price for the a negotiated · 
cost including testing and consultants to remediate the Hazardous Materials. If City notifies 
Seller of its election ~o request that Seller remediate the contamination as provided in clause (i) 
above or provide a credit as provided in clause, (iii) Seller shall in its sole disc:r:etion have 
fifteen (15) days after receipt of City's notice (the "Negotiation Period"), to agree to remediate 
the contamination, provide a negotiated credit in an amourl.t_.agreed to by Seller and City or· to 

· elect not to remediate or provide any credit to City. If Seller notifies City within that fifteen day 
period of its election not to remediate the contamination or provide a negotiated credit, then City 
shall have the rightto terminate this Agreement upon ten (10) days' notice to Seller. If Seller 
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fails to respond in writing to Buyer within fifteen days, then Seller shall be deemed to have 
elected not to remediate or provide any credit to City. If Seller chooses to remediate the 
contamination as provided in clause (i) above the Closing may be extended for a reasonable time 
to enable Seller to complete. such remediation, provided any such extension shall be subj ectto· 
City's prior written approval, which City may give or withhold in its sole discretion. If Seller 
does not complete the remediation within the agreed upon period, then City may terminate this 
Agreement or proceed with. the purchase without the remediation or the credit. 

(c) City's review and approval, within the Due Diligence Period, of the 
compliance of the Property with all applicable laws, regulations, permits and approvals. 

( d) City's review and approval, within the Due Diligence Period, of (i) the . 
following documents, all to the extent such documents exist and are either in the possession or 
control of Seller or its affiliates: structural calculations for the Improvements; site plans; 
certified copies of the as:-built plans and· speeifications for the Improvements; recent inspection 
reports by Seller's engineers; service contracts; utility contracts; maintenance contracts; 

· employment contracts, management contracts; brokerage and leasing commission agreements 
which may·continue after Closing; certificates of occupancy; presently effective warranties or· 
guaranties received by Seller from any contractors, subcontractors, suppliers or materialmen in 
connection with any construction, repair or alteration of the Improvements or any tenant · 

· improvements; insurance policies, insurance certificates of tenants, and reports of insurance 
carriers insuring the Property and each portion thereof respecting the claims history of the 
Property; environmental reports, studies, surveys; tests and assessments; soils and geotechnical 
reports·; and any other contracts or documents of significance to the Property (collectively, the 
"Documents"); and (ii) such other informl;ltion relating to the Property that is specifically · 
requested by City of Seller in writing during the Due Diligence Period and which is either in 
the possession or control of Seller or its affiliates (collectively, the "Other Information"). 

-
( e) City's review and approval, within the Due Diligence Period, of a 9ertified 

rent roll showing rent payment history for the three (3) most recent calendar years before the 
Effective Date. 

(f) City's review and approval, within the Due Diligence Period, of Seller's Tax 
Return income and exp_ense statements for the Property for the three (3) most recent calendar 
years before the Effective Date. 

• 
(g) City's review and approval, within the Due Diligence Period, of: (i) the 

Lease, (ii) tenant correspondence files, and (iii) a current rent roll for the Property, prepared by 
Seller and listing for each tenant the name, location ofleased premises, rent, obligation for 
reimbursement of expenses, amount of security deposit.and rent paid more than thirty (30) days 
in advance, lease commencement date, lease termination date, lease expansion or extension 
options, option rent, and cost of living or other rent escalation clauses, any free rent, operating 
expense abatements or other unexpired concessions, and a description of any uncured defaults. 

(h) Seller's obtaining and <l;elivering to City, at least five (5) business days 
before the Closing Date, a tenant estoppel certificate in form and substance satisfactory to City 
from the tenant under· the Lease. Such certificate shall be in the form attached hereto as 
Exhibit G and shall be dated no earlier than thirty (30) days 'prior to the Closing Date. Seller 
shall use reasonable c.ommercial efforts to obtain such a tenant estoppel certificate, but.the 
failure of Seller to obtain such an estoppel shall not be a default hereunder and in such 
instance, Buyer's sole remedies shall be either to terminate this Agreement with no further 
liability of the Seller or close the transaction without the tenant estoppel certificate. 
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· (i) Seller shall not be in default in the performance of any covenant or 
agreement to be performed by Seller under this Agreement, and all .of Seller's representations 
and warranties contained in or made pursuant to this Agreement shall have been true and 
correct when made and shall be true and correct as of the Closing Date. At the Closing Seller 

·shall deliver to City a certificate certifying that each of Seller's representations and warranties 
contained in Section 8.1 [Representations and Warranties of Seller] below are true and correct 
as of the Closing Date. 

G) The physical condition of the Property shall be substantially the same on the 
Closing Date as on the date of City's execution of this Agreement, reasonable wear and tear 
and loss by casualty excepted (subject to the provisions of Section 9 .1 [Risk of Loss]), and, as 
of the Closing Date, there shall be no litigation or administrative agency or other governmental 

· proceeding, pending or threatened, which after the Closing would materially adversely affect 
the value of the Property or the ability of City to operate the Property for its intended use, and 
no proceedings shall be pendirig or threatened which could or would cause the change, 
redesignation or other modification of the zoning classification of, or of any building or 
environmental code requirements applicable to, any of the Property: 

. (k) Title Company shall be committed at the Closing to issue to City, or its 
nominee, the Title Policy as provided in Section 3.2 [Title Insurance] , subject only to the 
Accepted Conditions of Title together with the same endorsements as the Title Policy 

(I) Seller shall have delivered the items described in Section 6.3 below [Seller's 
Delivery of Documents] on or before the Closing. 

(m)The City's Board of Supervisors shall, in its sole discretion, enacted a 
resolution approving this Agreement and the City's purchase of the Property, and the Mayor 
shall have signed or not vetoed the same. . 

The Conditions Precedent contained in the foregoing Subsections (a) through (m) are 
solely for the benefit of City. If any Condition Precedent is not satisfied, City shall have the 
right in its sole discretion either to waive in writing the Condition Precedent in question and 
proceed with the purchase or, in the alternative, terminate this Agreement, provided that the 
Conditions Precedent described in item (m) above may not be waived. The waiver of any 
Condition Precedent shall not relieve Seller of any liability or obligation with respect to any 
representation, warranty, covenant or agreement of Seller. ff City shall not have approved or 
waived in writing all of the due diligence conditions by the end of the Due Diligence Period, then 
this Agreement shall automatically terminate; provided, the City may alternatively extend the 
Due· Diligence Period and the Closing Date for a period of no more than forty-five. ( 45) days to 
allow such Conditions Precedent to be satisfied, subject to City's further right to terminate this 
Agreement upon the expiration of the period of any such extension if all such Conditio:µs 
Precedent have not been satisfied. 

In the event the sale of the Property is not consummated because of a default under this 
Agreement on the part of Seller or if a Condition Precedent cannot be fulfilled because Seller 
frustrated such fulfillment by some affirmative act or negligent omission, City may, at its sole 
election, either (1) terminate this Agreement by delivery. of notice of termination to Seller, 
whereupon Seller shall pay to City any title or escrow fees incurred by City, and neither party 
shall have any furj:her rights or obligations hereunder, or (2) bring a legal action for specific 
performance. 
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5.2 Cooperation with City 

Seller shall cooperate with .City and do fill acts as may be reasonably requested by City at 
no cost to Seller with regard to the fulfillment of any Conditions Precedent including, without 
limitation, execution of any documents, applications or permits, but Seller'-s representations and 
warranties to City shall not be affected or released by City's waiver or fulfillment of any 
Condition Precedent Seller hereby irrevocably authorizes City and its Agents to make all 
inquiries with and applications to any person or entity, including, without limita,tion, any 
regulatory authority with jurisdiction as City may reasonably require to complete its due 
diligence investigations . 

. 5.3 Property Exchange. 

Because the City is empowered to initiate proceedings under its power of eminent 
domain, Seller intends to treat any gain or loss realized from the sale of the Property as sold 
under imminent threat of condemnation pursuant to Section 103 3 of Internal Revenue Code of 
1986 (the "Code"). If for any reason, Seller elects to .do a 1031 exchange then City agrees to 
cooperate with Seller and any escrow holder or exchange facilitator selected by Seller in 
facilitating a tax-deferred exchange pursuant to the Code, undertaken by Seller with respect to 
the Property, provided that Seller shall Indemnify the City against all costs and liabilities 
incurred by the City in connection with any such exchange, and provided further that: (a) 
consummation or accomplishment of such an exchange shall not be a condition precedent or a 
condition subsequent to either party's obligations under this Agreement; (b) Seller shall effect the 
exchange through an assignment of this Agreement, or its rights under this Agreement, to a 
qualified intermediary without release of Seller from any liability hereunder; ( c) Seller shall pay 
any additional costs that would not otherwise have been incurred by Seller or the City had Seller 
not undertaken such exchange; and ( d) the City shall not be required to take an assignment of the 
purchase for purposes of consummating the exchange. Neither party by this agreement or 
acquiescence to an exchange shall have its rights under this Agreement affected or diminished in 
any manner or be responsible for compliance with or be deemed to have warranted to the other 
party that the exchange in fact complies with Section 1031 of the Code. Nothing in this section 
shall create any liability for Seller or the City if the Closing does not occur for any reason, and 
neither party shall have the right to assert that this section creates the basis for a claim against the 
other. party. 

6. ESCROW AND CLOSING 

6.1 Opening of Escrow 

On or before the Effective Date (as defined in Article 11 [General Provisions]), the 
parties shall open escrow by depositing an executed counterpart of this Agreement with Title 
Company, and this Agreement shall serve as instructions to Title Company as the escrow holder 
for consummation of the purchase and sale contemplated hereby. Seller and City agree to 
execute such additional or supplementary instructions as may be appropriate to enable the 
escrow holder to comply with the terms of this Agreement and close the transaction; provided, 
however,, that in the event of any conflict between 1J?.e provisions of this Agreement and any 
additional supplementary instructions, the terms of this Agreement shall control. 

6.2 Closing Date 

The consummation of the purchase and sale contemplated hereby (the "Closing") shall be 
held and delivery of all items to be made at the Closing under the terms of this Agreement shall 
be made at the offices of.Title Compap.y located at 455 Market Street #2100, San Francisco, 
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California 94105, on the later of October 1, 2016 or the date that is ninety (90) days from Seller's 
notification to Buyer of a scheduled closing date (the "Closing Date Notice"), or on such earlier 
or later date as City and S.eller may mutually agree (the "Closing Date"), subject to the 
provisions of Article 5 [Conditions Precedent]. If Seller does not deliver the Closing Date 
Notice on or before September 30, 2018, then Buyer shall have the right, at any time thereafter 
so long as this Agreement remains in effect, to deliver the Closing Date Notice to Seller. Upon 
Seller's or Buyer's delivery of the Closing Date Notice as set forth above, the Closing Date shall 
be the day that is 90 days after delivery of the notice, provided if the 90th day falls on a 
Saturday, Sunday or holiday, then it shall be the first business day thereafter. 

6.3 Seller's Delivery of Documents 

At or before the Closing, Seller shall deliver to City, or the Nominee, through escrow, the 
following: 

(a) a duly executed and acknowledged Deed; 

(b) fout (4) duly executed counterparts of the Assignment of Lease; 

. ( c) duly executed tenant estoppel certificates as required pursuant to 
Section 5.l(g) hereof; 

( d) originals of the Documents, the Lease and any other items relating to the 
ownership or operation of the Property not previously delivered to City; 

( e) a properly executed affidavit pursuant to Section 1445(b )(2) of the Federal: 
Tax Code in the form attached hereto as Exhibit H, and on which City is entitled to rely, that 
Seller is not a "foreign person" within the meaning of Section 1445(f)(3) of th~ Federal Tax 
Code; 

(f) a properly executed California Franchise Tax Board Form 590 certifying 
that Seller is.a California resident if Seller is an individual or Seller has a permanent place of 
business in California or is qualified to do business in California if Seller is a corporation or 
other evidence satisfactory to City that Seller is exempt from the withholding requirements of 
Section 18662 of the State Tax Code; 

· · (g) such resolutions, authorizations, or other partnership documents or 
agreements relating to Seller and its partners as City or the Title Company may reasonably 
require to demonstrate the authority of Seller to enter into this Agreement and consummate the 
transactions contemplated hereby, and such proof of the power and authority of the individuals 
executing any documents or other instruments on behalf of-Seller to act for and bind Seller; . 

(h) closing statement in form and content satisfactory to City and Seller; and 

(i) the duly executed certificate regarding the continued accuracy of Seller's 
r'epresentations and warranties as required by Section 5 .1 (i) hereof. · · · 

6.4 City's Delivery of Documents and .Funds 

At or before the Closing, City, or its nominee, shall deliver to Seller through escrow the 
following: 

(a) an acceptance of the Deed executed by City's Director of Property; 
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(b) four (4) duly executed counterparts of the Assignment of Lease; 

( c) a closing statement in form and content satisfactory to City and Seller; and 

( d) the Purchase Price, as provided in Article 2 hereof. 

6.5 Other Documents 

Seller and City shall each deposit such other instruments as are reasonably required by 
Title Company as escrow holder or otherwise required to close the escrow and consummate the 
purchase of the Property in accordance with the terms hereof, including, without limitation, an 
agreement (the "Designation Agreement") designating Title Company as the "Reporting Person" 
for the transaction pursuant to Section 6045( e) of the Federal Tax Code and the regulations 
promulgated thereunder, and executed by Seller, City and Title Company. The Designation 
Agreement shall be substantially in the form attached hereto as Exhibit I and, in any event, shall 
comply with the requirements of Section 6045( e) of the Federal Tax Code and the regulations 
promulgated thereunder. 

7. EXPENSES AND TAXES 
\ 

7.1 Rent and Other Apportionments 

The following are to be apportioned through escrow as of the Closing Date: 

(a) Rent 

Rent under the Leases shall be apportioned as of the Closing Date, regardless of 
whether or not such rent has been paid to Seller. With respect to any rent arrearage arising under 
the Leases', after the Closing, City shall pay to Seller any rent actually collected which is 
applicable to the period preceding the Closing Date; provided, however, that all rent collected by 
City shall be applied first to all unpaid rent accruing on and after the Closing Date, and then to 
unpaid rent accruing prior to the Closing Date. City shall not be obligated to take any steps to 

. recover any rent arrearage. Seller shall be permitted to do so through a legal action cliiectly 
against the tenant for breach of contract, and without City involvement, but shall have no right to 
bring an unlawful detainer action against the tenant. Seller shall indemnify City and defend City 
any tenant claim resulting from Seller's action against tenant. 

(b) Leasing Costs 

Seller shall pay all leasing commissions and tenant improvement costs accrued in 
connection with any Lease executed on or before the Closing [(including, without limitation, 
leasing commissions attributable to expansion or extension options which are not exercised until 
after the Closing)]. City shall be entitled to a credit against the Purchase Price for the total sum 
of all security deposits paid to Seller by tenants under any Leases, as well as for any free rent, 
operating expense abatements, or other unexpired c;oncessions under any .Leases to the extent 
they apply to any period after the Closing. 

(c) Other Tenant Charges. 

Where the Leases contain tenant obligations.for ta:X:es, common area expenses, 
operating expenses or additional ·charges of any other nature, and where Seller shall have 
collected any portion thereof in excess of amounts owed by Seller for such items for the period 
prior to the Closing Date, there shall be an adjustment and eredit given to City on the Closing 
Date for such excess amounts collected. City shall apply all such excess amounts to the charges 
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oweft by City for such items for the period after the Closing Date and, if required by the Leases, 
shall rebate or credit tenants with any remainder. If it is determined that the amount collected, 
during Seller's ownership period exceeded expenses incurred during the same period by more 
than the amount previously credited to City at Clos:iilg, then Seller shall promptly pay the 
deficiency to City. 

( d) Utility Charges· 

Seller shall use commercially reasonable efforts to cause all tl).e utility meters to 
be read on the Closing Date, and will be responsible for the cost of all utilities used prior to the 
Closing Date. All utility deposits paid by Seller shall remain the property of Seller and City shall 
reasonably cooperate to cause such deposits to be returned to Seller to the extent Seller is entitl~d 
thereto. 

(e) Other Apportionments 

Amounts payable under any contracts assumed pursuant hereto, annual or 
periodic permit or inspection fees (calculated on the basis of the period covered), and liability for 
other normal Property operation and maintenance expenses and other recurring costs shall be 
apportioned as of the Closing Date. 

7.2 Cfosing Costs 

City shall pay the cost of the Survey, the premium for the Title Policy and the cost of the 
endorsements thereto, .and escrow and recording fees. Seller shall pay the cost of any transfer 
taxes applicable to the sale. Seller shall be responsible for all costs incurred in connection with 
the prepayment or satisfaction of any loan, bond or other indebtedness secured by the Property 
including, without limitation, any prepayment fees, penalties or charges. Any other costs and 
charges of the escrow for the sale not otherwise provided for in this Section or elsewhere in this 
Agreement shall be allocated in accordance with the closing customs for San Francisco County, 
as determined by Title Company. 

7.3 Real Estate Taxes and Special Assessments 

General real estate taxes payable for the tax year prior to year of Closing and all prior 
years shall be paid by Seller at or before the Closing. General real estate taxes payable for the 
tax year of the Closing shall be prorated through escrow by Seller and City as of the Closing 
Date. At or before the Closing, Seller shall pay the full amount of any special assessments 
against the Property, including, without limitation, interest payable thereon, applicable to the 
period prior the Closing D.ate. · , 

7.4 Preliminary Closing Adjustment 

Seller and City shall jointly prepare a preliminary Closing adjustment on the basis of the 
Leases and other sources of income and expenses, and shall deliver such computation to Title 
Company prior to Closing. 

7.5 Post-Closing Reconciliation 

If any of the foregoing prorations cannot be calculated accurately on the Closing Date, 
then they shall be calculated as soon after the Closing Date as feasibl,e. Either-party owing the 
other party a sum of money based on such subsequent prorations shall promptly pay such sum to 
the other party. 
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7 .6 Survival 

The provisions of this Section shall survive the Closing. 

8. REPRESENTATIONS AND WARRANTIES 

8.1 As Is Sale 

BUYER ACKNOWLEDGES AND AGREES THAT (i) THE PROPERTY I~ TO BE 
PURCHASED BY BUYER "AS IS".IN ITS THEN-EXISTING PHYSICAL . 
CONDITION AS OF THE CLOSE OF ESCROW, WITHOUT ANY IMPLIED OR 
EXPRESS WARRANTY OR REPRESENTATION WHATSOEVER BY SELLER, 
EXCEPT AS EXPLICITLY SET FORTH IN THIS AGREEMENT~ (ii) THE CLOSE OF 
ESCROW HEREUNDER WILL BE DEEMED ACCEPTANCE BY BUYER OF THE 
PROPERTY IN ITS THEN EXISTING "AS IS" CONDITION, EXCEPT AS 
EXPLICITLY SET FORTH IN THIS AGREEMENT, (iii) NEITHER SELLER NOR 
ANY OF SELLER'S EMPLOYEES, AGENTS OR.REPRESENTATIVES HAS MADE 
ANY WARRANTIES, REPRESENTATIONS OR AGREEMENTS BY OR ON 
BEHALF OF SELLER NOT EXPRESSLY SET FORTH IN THIS AGREEMENT AS 
TO ANY MATTERS CONCER]\JING THE PROPERTY, INCLUDING WITHOUT 
LIMITATION THE PRESENT USE OR CONDITION OF THE PROPERTY, AND 
THE SUITABILITY OF THE PROPERTY FOR BUYER'S INTENDED USE 
THEREOF; AND (iv) AS OF THE CLOSING DATE, BUYER SHALL HA VE HAD 
AN ADEQUATE OPPORTUNITY TO REVIEW BOUNDARIES OF THE 
PROPERTY; ALL EASEMENTS, RESTRICTIVE COVENANTS AND CONDITIONS, 
AND OTHER MATTERS AFFECTING TITLE TO THE PROPERTY; THE 
COMP ACTION AND COMPOSITION OF SOILS UNDER THE PROPERTY; THE 
PHYSICAL CONDITION OF STRUCTURES AND OTHER IMPROVEMENTS ON 
THE PROPERTY; THE ZONING, LAND USE, AND OTHER LAWS APPLICABLE 
TO ITS INTENDED DEVELOPMENT AND/OR USE AND OPERATION OF THE 
PROPERTY;. THE PRESENCE OF HAZARDOUS MATERIALS IN, ON OR ABOUT 
THE PROPERTY OR WITHIN THE SOILS OR GROUNDWATER UNDERNEAT}I 
THE SURF ACE OF THE PROPERTY; BUYER SPECIFICALLY ACKNOWLEDGES 

. THAT SELLER DOES NOT WARRANT THE ACCURACY OF ANY 
INFORMATION OF CONCLUSIONS CONTAINED IN ANY THIRD PARTY 
REPORTS THAT MAY BE DISCLOSED BY OR DELIVERED BY SELLER TO 
BUYER. 

8.2 Representations and Warranties of Seller 

Selle~ represents and warrants to _and covenants with City as follows: 

(a) To the best of Seller's knowledge, it has received no notice that it is in 
violation of any laws, rules or regulations applicable to the Property, including, without 
limitation, any earthquake, life safety and handicap laws (including, but not limited to, the 
Americans with Disabilities Act). If it receives any such notice prior to the c:;iosing, it will 
immediately forward same to Buyer. 
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· (b) The Lease, Documents and Other Information furnished to City are all of the 
relevant documents and information pertaining to the condition and operation .of the Property 
to the extent available to Seller, and are and at the time of Closing will be true, correct and 
complete copies of such documents and the Lease is and at the time of Closing will be in full 
force and effect. Seller is not in default of its obligations under the Lease, and Seller is not 
aware of any defaults by the tenant and has not received any default notices from the tenant. If 
Seller becomes aware of any tenant defaults or if tenant sends notice to Seller of any default 
under the Lease prior to the time of Closing, Seller shall promptly advise Buyer of same and 
provide a copy of any notice of default. The existence of any such default by Seller or tenant 
will allow Buyer to determine that a closing condition has not been satisfied under Section 5 .1. 

( c) Seller does not have knowledge of any condemnation, either instituted or 
planned to be instituted by any governmental or quasi-governmental agency other than City, 
which could detrimentally affect the use, operation or value of the Property. 

( d) To the best of Seller's knowledge, there are no easements or rights of way 
which have been acqUired by prescription or which are otherwise not of record with respect to 
the Property, and there are no easements, rights of way, permits, licenses or other forms of 
agreement which afford third.parties the right to traverse any portion of the Property to gain 
access to other real property other than those disclosed in the Title Report. To the best of 
Seller's knowledge, there are no·disputes with reg'¥'d to the location of any fence or other 
monument of the Property's boundary nor any claims or actions involving the location of any 
fence or boundary. 

( e) To the best of Seller's knowledge, there is no litigation pending or, after due 
and diligent inquiry, to the best of Seller's ~owledge, threatened, against Seller or any basis 
therefor that arises out of the ownership of the Property or that might detrimentally affect the 
use or operation of the Property for its current use or .the.value of the Property or the ability of 
Seller to perform its obligations under this Agreement. 

(f) Seller is the legal and equitable owner of the Property, with full right to 
convey the same, and without limiting the generality of the foregoing, Seller has not granted 
any option or right of first refusal or first opportunity to any third party to acquire any interest 
in any of the Property. 

(g) This· Agreement and all documents executed by Seller which are to be 
delivered to City at the Closing are, or at the Closing will be, d'uly authorized, executed and 
delivered by Seller, are, or at the Closing will be, legal, valid and binding obligations of Seller, 
enforceable against Seller in accordance with their respective terms, .are, and at the Closing 
will be, sufficient to convey good and marketable title (if they purport to do so), and do not, 
and at the Closing will not, violate any provision of any agreement or judicial order to which 
Seller is a party or to which Seller or the Property is subject. 

(h) Seller represents and warrants to City that it has not been suspended, 
disciplined or disbarred by, or prohibited from contracting with, any federal, state or local 
governmental agency. In the event Seller has been so suspended, disbarred, disciplined· or 
·prohibited from contracting with any governmental agency, it shall immediately notify the City 
of same and the reasons therefore together with any relevant facts or information requested by 
City. Any such suspension, debarment,. discipline or prohibition may result in the termination 
or suspension of this Agreement. 

(i) Seller knows of no facts nor has Seller failed to disclose any fact that would 
prevent City from operating the Property after Closing in the normal manner in which it is 
intended. · 
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(j) Seller hereby represents· and warrants to and covenants with City that, to the 
best of Seller's knowledge: (i) the Property is not in violation of any Environmental Laws; (ii) 
that the Property is not subject to any claim by any governmental regulatory agency or third 
party related to the release or threatened release of any Hazardous Material; (iii) that there is no 
inquiry by any governmental agency (including, without limitation, the California Department 
of Toxic Substances Control or the Regional Water Quality Control Board) with respect to the 
presence of Hazardous Materiafin, on, under or about the Property, or the migration of 
Hazardous Material from or to other property; and (iv) that the:re has been no release of any. 
Hazardous Material in or on the Property, and there are no underground storage tanks in or on 
the Property. As used herein, the following terms shall have the meanings below:· 

(i) "Environmental Laws" shall mean any present or future-federal, 
state or local laws, ordinances, regulations or policies relating to Hazardous Material (induding, 
without limitation, their use, handling, transportation, production, disposal, discharge or storage) 
or to health and safety, industrial hygiene or environmental conditions in, on, under or about the 
Property, including, without limitation, soil, air and groundwater conditions. 

(ii) "Hazardous Material" shall mean any material that, because of its 
quantity, concentration or physical or chemical characteristics, i~ deemed by any federal, state or 
local governmenta.I authority to pose a present or potential hazard to human health or safety or to 
the environment. Hazardous Material includes, without limitation, any material or substance 
defined as a "hazardous substance," or "pollutant" or "contaminant" pursuant to the 
Comprehensive Environmental Response, Compensation and Liability Act of 1980 ("CERCLA", 
also commonly known as the "Superfund" law), as amended, (42 U.S.C. Section 9601 et seq.) or 
pursuant to Section 25281 of the California Health & Safety Code; any "hazardous waste" listed 
pursuant to Section 25140 of the California Health & Safety Code; any asbestos and asbestos 
containing materials whether or not such materials are part of the structure of the Improvements 
or are naturally occurring substances on or about the Property; petroleum, including crude oil or 
any fraction thereof, natural gas or natural gas liquids; and "source," "special nuclear" and "by
product" material as defined in the Atomic Energy Act of 1985, 42 U.S.C. Section 3011 et seq. 

(iii) "Release" or "threatened release" when used with respect to 
Hazardous Material shall include any actual or imminent spilling, leaking, pumping, poUring, 
emitting, emptying, discharging, injecting, escaping, leaching, dumping, or disposing into or 
inside any of the improvements, or in, on, under or about the Propert)r. ·Release sh~ll include, 
without limitation, "release" as defined in Section 101 of the Comprehensive Environmental 
Response, Compensation and Liability Act (42 U.S.C. Section 9601). 

(k) At the time of Closing there will be no outstanding written or oral contracts 
made by Seller for-any of the Improvements that have not been fully paid for and Seller sh~ll 
cause to be discharged all mechanics' or materialmen's liens arising from any labor or materials 
furnished to the Property prior to the time of Closing. There are no obligations in connection 
with the Property which will be binding upon City after Closing except for (i) matters which 
are set forth in the Preliminary Report and (ii) the Lease. 

(I) Seller is not a "foreign person" within the meaning of Section 1445(f)(3) of 
the Federal Tax Code. · 

(m)There are no free rent, operating expense abatements, incomplete tenant 
improvements, rebates, allowances, or other unexpired concessions (collectively referred to as 
"Offsets") or any termination, extension, cancellation or expansion rights under the Lease. 
Seller has paid in full any of landlord's leasing costs incurred by Seller in connection with any 
tenant improvements. 
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(n) No brokerage or similar fee is due or unpaid by Seller with respect to the 
Lease or.the extension option. No brokerage or similar fee shall be due or payable on account 
of the exercise of, without limitation, any renewal, extension or expansion options arising 
under any Lease. · 

( o) The copies of the Lease delivered by Seller to City on or before the ·· 
commencement of the Due Diligence Period contain all of the information pertaining to any 
rights of any parties to occupy the Property, including, without limitation, all info~ation 
regarding any rent concessions, over-standard tenant improvement allowances or other 
inducements to lease. None of the tenants of the Property has indicated to Seller either orally 
or in writing its intent to terminate its respective Lease prior to expiration of the respeetive 
term of such Lease. 

. I 

(i>) Except as otherwise expressly set forth hereiri, the Property is sold as-is with 
no warranties by Seller. 

9. RISK OF LOSS AND POSSESSION 

9.1 Risk of Loss 

If any of the Property is damaged or destroyed prior to the Closing Date, or if 
condemnation proceedings are commenced against any of the Property, then the rights and 
obligations of Seller and City hereunder shall be as follows: 

(a) If such damage or destruction is fully covered by Seller's insurance except 
for the deductible amount thereunder, and the insurer agrees to timely pay for the entire cost of 
such repair, and such damage or destruction would cost less than Purchase Price (the 
"Threshold Damage Amount") to repair or restore, then this Agreement shall remain in full 
force and effect and City shall acquire the Property upon the terms and conditions set forth 
herein. In such event, City shall receive a credit against the Purchase Price equal to such 

. deductible amount, and Seller shall assign to City at Closing all of Seller's right, title and 
interest in and to all proceeds of insurance on account of such damage or destruction pursuant 
to an instrument satisfactory to City; 

. . 
(b) If such damage or destruction is not fully covered by Seller's insurance, 

other than the deductible amount, and would cost less than the Threshold Damage Amount to 
repair or restore, then the transaction contemplated by this Agreement shall be consummated 
with City receiving a credit against the Purchase Price at the Closing in an amount reasonably 
determined by Seller and City (after consultation with unaffiliated experts) to be the cost of 
repairing such damage or destruction. If the parties are unable to agree to an amount to be the 
cost of repairing such damage or destruction despite good faith efforts to do so, then either 
party hereto may terminate the Agr~ement on ten (10) days' notice to the other party, with no 
further liability. 

(c) If the cost of such damage or destruction would exceed the Threshold 
Damage Amount, then,. City shall have the right, at its election, to (i) terminate this Agreement 
in its entirety or (ii) proceed with the tr_ansaction contemplated by this Agreement. with City 
receiving a credit against the Purchase Price equal to Seller's deductible amount under existing 
insurance applicable to the loss, and Seller shall assign to City at Closing all of Seller's right, 
title and interest in and to all proceeds of insurance on account of such damage or destructi<;m 
pursuant to an instrument satisfactory to City. City shall have thirty (30) days after Seller 
notifies City that an event described in this Subsection ( c) has occurred to make such election 
by delivery to Seller of an election notice. City's failure to deliver such notice within such 
thirty (30)-day period shall be deemed City's election to terminate this Agreement in its 
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entirety. If this Agreement is.terminated in its entirety or in part pursuant to this Subsection (c) 
by City's delivery of notice of termination to Seller, then City and Seller shall each be released 
from all obligations hereunder pertaining to that portion of the Property affected by such 
termination. If City elects not to terminate this Agreement, Seller shall give City a credit 
against the Purchase Price at the Closing in the amount the Insurance Proceeds. 

( d) If part but riot all of the Property is the subject of a condemnation action, 
then City may elect to terminate this Agreement or it may elect to proceed and assume Seller's 
rights in the condemnation action. Seller shall not accept a condemnation award during this 
Agreement without prior notice to City. If Seller accepts a condemnation award and City 
elects to proceed with the Closing, City shall receive a credit against the Purchase Price in the 
amount of the condemnation award. · · 

9 .2 Insurance 

. Through the Closing Date, Seller shall maintain or cause to be maintained, at Seller's sole 
cost and expense, a policy or policies of property insurance in amounts equal to the full 
replacement value of the Improvements, insuring against all insurable risks, including, without 
limitation, fire, vandalism, malicious mischief, lightning, windstorm, and other perils 

' customarily covered by casualty insurance and the costs of demolition and debris removal. 
Seller shall furnish City with evidence of such insurance upon request by City. 

9.3 Possession 

Subject to provisions of the Lease, possession of the Property shall be delivered to City 
c:>n the Closing Date. · 

10. MAINTENANCE; CONSENT TO NEW CONTRACTS 

10.1 · Maintenance of the Property by Seller 

Between the date of Seller's execution of this Agreement and the Closing, Seller shall 
maintain the Property in its current order, condition and repair, reasonable wear and tear 
excepted, and shall perform all work required to be done by the landlord under the terms of any 
Lease and shall make all repairs, maintenance and replacements of the Improvements and 
otherwise operate the Property in the same manner as before the making of this Agreement, as if 
Seller were retaining the Property. 

10.2 City's Consent to New Contracts Affecting the Property; Termination of 
E:xistirrg Contracts 

Seller shall not enter into any lease or contract, or any amendment thereof, or permit any 
tenant of the Property to enter into any sublease, assignment or agreement pertaining to the 
Property to the extent Seller has the right of approval under the terms of the Lease, or waive any 
rights of S'eller under the Lease, without in each instance obtaining City's prior written consent 
thereto. During the term of this Agreement, Seller shall notify Buyer of any such sublease, 
assignment or agreement of which Seller becomes aware, and provide a copy of same if Seller 
obtains a copy, even if Seller does not have approval rights over i;he sublease, assignment or , 
agreement. Seller shall terminate prior to the Closing, at no cost or expense to City, any and all 
management or other agreements affecting the Property other than the current leases unless City 
agrees in writing to assume the contract before the Closing. · 
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11. GENERAL PROVISIONS 

11.1 Notices 

Any notice, consent or approval required or permitted to be given under this Agreement 
shall be in writing and shall be deemed to have been given upon (i) hand delivery, against 
receipt, (ii) one (1) day after being deposited with a reliable overnight courier service, or 

. (iii) two (2) days after being deposited in the United States mail, registered or certified mail, 
postage prepaid, return receipt required, and address.ed as follows: 

City: 

. with copy to: 

Seller: 

With a copy to: 

Real Estate Division 
City and County of San Francisco 
25 Van Ness Avenue, Suite 400 
San Francisco, California 94102 
Attn: Director of Property 

Re: 450 Sixth Street Acquisition 
Facsimile No.: (415)'552-9216 

Charles Sullivan 
Deputy City Attorney 
Office of the City Attorney 
City Hall, Room 234 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102-4682 
Re: 450 Sixth Street Acquisition 

Walter Arnold 
45475 Pueblo Road 
Indian Wells, CA 92210 
email: waltwal@yahoo.com 

Bradley Matteoni 
Matteoni, O'Laughlin & Hechtman 
848 The Alameda 
San Jose, CA 95126 
Facsimile No.: (408) 293-4004 

or to such other address as either party may from time to time specify in writing to the other 
upon five (5) days prior written notice in the manner provided above. For convenience of the 
parties, copies of notices may also ·be given by telefacsimile, to the telephone number listed 
above or by email, or such other numbers as may be provided from time to time. However, 
neither party may give official or binding notice by facsimile or by email. The effective time of 
a notice shall not be affected by the receipt, prior to receipt of the original, of a telefacsimile 
copy of the notice. · 

11.2 Brokers and Finders 

Neither party has had any contact or dealings regarding the Property, or any 
communication in conriection with the subject matter of this transaction, through any licensed 
real estate broker or other person who could claim a right to a commission or finder's fee in 
connection with the purchase and sale contemplated herem. In. the event that any broker or· 
finder perfects a claim for a commission or finder's fee based upon any such contact, dealings or 
co~unication, the party through whom the broker or finder makes his or her claim shall be 
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responsible for such commission or fee and shall indemnify and hold harmless the other party 
from all claims, costs, and expenses (including, without limitation~ reasonable attorneys' fees and 
disbursements) incurred by the indemnified party in defending against the sa:rp_e. The provisfons 
of this Section shall survive the Closing. 

11.3 Successors and Assigns 

This Agreement shall be binding upon., and inure to the benefit of, the parties hereto and 
their respective successors, heirs, administrators and assigns. City shall have the right, upon 
notice tO Seller, to assign its right, title and interest in and to. this Ag!eemeilt to the Nominee or 
ohe (1) or more assignees· at any time before the Closing Date. · · 

11.4 Amendments 

Except as otherwise provided herein, this Agreement may be amended or modified only 
by a written instrument executed by City and Seller. 

11.5 Continuation and Survival of Representations and Warranties 

All representations and warranties by the respective parties contained herein or made in 
writing pursuant to this Agreement are intended to be, and shall remain, true and correct as of the 
Closing, shall be deemed to be material, and, together with all conditions, covenants and 
indemnities made by the respective parties contained herein or made in writing pursuant to this 
Agreement (except as otherwise expressly limited or expanded by the terms of this Agreement), 
shall survive the execution and delivery of this Agreement and the Closing for a period of twelve 
(12) months. All statements contained in any certificate or other instniment delivered at any time 
by or on behalf of Seller in conjunction with the transaction contemplated hereby shall constitute 
representations and warranties hereunder. . . 

11.6 Governing Law 

This Agreement shall be governed by and construed in accordanc.e with the laws of the 
State of California. 

11.7 Merger of Prior Agreements 

The parties intend that this Agreement (including all of the attached exhibits and · 
schedules, which are incorporated into this Agreement by reference) shall be the final expression 
of their agreement with respect to the subject matter hereof and may not be contradicted by 
evidence of any prior or contemporaneous oral or written agreements or understandings. The 
parties further intend that this Agreement shall constitute the complete and exclusive statement 
of its terms and that no extrinsic evidence whatsoever (including, without limitation, prior drafts 
or changes therefrom) may be introduced in any judicial, administrative or other legal proceeding 
involving this Agreement. · · 

11.8 Parties and Their Agents; Approvals 

The term "Seller" as used herein shall include the plural as well as the singular. If there is 
more than one (1) Seller, then the obligations under this Agreement imposed on Seller shall be 
joint and several. As used here~, the term "Agents" when used with resp(fct to ·either party shall . 
include the agents, employees, officers, contractors and representatives of such party. All 
approvals, consents or other determinations permitted or required by City hereunder shall be 

. made by or through City's Director of Property unless otherwise provided herein, subject to 
applicaple law. · · 
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11.9 Interpretation of Agreement 

The article, section and other headings of this Agreement and the table of contents are for 
convenience of reference only and shall not affect the meaning or interpretation of any provision· 
contained herein. Whenever the context so requires, the use of the singular shall be deemed to 
include the plural and vice versa, and each gender reference shall be deemed to include the other 
and the neuter. This Agreement has been negotiated at arm's length and between persons 
sophisticated and knowledgeable in the matters dealt with herein. In addition, each party has 
been repr~sented by experienced and knowledgeable legal counsel. Accordingly, any nile of law 
(including California Civil Code Section 1654) or legal decision that would require interpretation 
of any ambiguities in this Agreement against the party that has drafted it is not applicable and is 
waived. The provisions of this Agreement shall be interpreted in a reasonable manner to effect 
the purposes of the parties· and this Agreement. · 

11.10 Attorneys' Fees 

In the event that either party hereto fails to perform any of its obligations under this 
Agreement or in the event a dispute arises concerning the meaning or interpretation of any 
provision of this Agreement, the defaulting party or the non-prevailing party in such dispute, as 
the case may be, shall have Sl!ch remedies as are available at law or in equity and shall pay the 
prevailing party reasonable attorneys' and experts' fees and costs, and all court costs and other 
costs of action incurred by the prevailing party in connection with the prosecution or defense of 
such action and enforcing or establishing its rights hereunder (whether or not such action is 

· prosecuted to a judgment). For purposes of this Agreement, reasonable attorneys' fees of the 
City's Office of the City Attorney shall be based on the fees regularly charged by private 
attorneys with the equivalent number of years of exp~rience in the subject matter area of the law 
for which the City Attorney's services were rendered who practice in the City of San Francisco 
in law firms with approximately the same number of attorneys as employed by the Office of the 
City Attorney. The term "attorneys' fees" shall also include, without limitation, all such fees 
incurred with respect to appeals, mediations, arbitrations, and bankruptcy proceedings, and 
whether or not any action is brought with respect to the matter for which such fees were incurred. 
The term "costs" shall mean the costs and expenses of counsel to the parties, which may include 
printing, duplicating and other expenses, air freight charges, hiring of experts, and fees billed for 
law clerks, paralegals, and others not admitted to the bar but performing services under the 
supervision of an attorney. 

11.11 Sunshine Ordinance 

Seller understands and agrees that under the City's Sunshine Ordinance (San Francisco 
Administrative Code, Chapter 67) and the State Public Records Law (Gov. Code Section 6250 
et seq.), this Agreement and any and all records, information, and materials submitted to the City 
hereunder public records subject to public disclosure. Seller hereby acknowledges that the City 
may disclose any records, information and materjals submitted to the City in connection with this 
Agreement. 

11.12 Conflicts of Interest 

Through its execution of this Agreement, Seller acknowledges that it is familiar with the 
pro vis.ions of Section 15 .103 of the San Francisco Charter, Article III, Chapter 2 of City's 
Campaign and Governmental Conduct Code, and Section 87100 et seq. and Section 1090 et seq. 
of the Government Code of the State of California, and certifies that it does not know of any 
facts which would constitute a violation of said provision, and agrees that if Seller becmµes · 
aware of any such fact during the term of this Agreement, Seller shall immediately notizy the 
City. . 
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11.13 Notification of Limitations on Contributions 

Through its execution of this Agreement, Seller acknowledges· that it is familiar with 
Section 1.12~ of the San Francisco Campaign and Governmental Conduct Code, which prohibits 
any person who. contracts with the City for thG selling or leasing of any land or building to or 
from the City whenever such transaction would require the approval by a City elective of,fJ.cer, 
the board on which that City elective officer serves, or a board on which an appointee of that 
individual serves, from making any campaign contribution to (1) the City elective officer, 
(2) a candidate for the office held by such individual, or (3) a committee controlled by such 
individual or candidate, at any time from the commencement of negotiations for the contract 
until the later of either the termination of negotiations for such contract or six months after the 
date the contract is approved. Seller acknowledges that the foregoing restriction applies oruy if 
the contract or a combination or series of contracts approved by the same individual or board in a 
fiscal year have a total anticipated or actual value of $50,000 or more. Seller further 
acknowledges that the prohibition on contributions applies to each Seller; each member of 
Seller's board· of directors, and Seller's chief executive officer, ct.ilef financial officer and chief 
operating officer; any person with an ownership interest of more than twenty percent (20%) in 
Seller; any subcontractor listed in the contract; and any committee that is sponsored or controlled 
by Seller. Additionally, Seller acknowledges that Seller must inform each.ofthe persons 
describeq in the preceding sentence of the prohibitions contained in Section 1.126. Seller further 
agrees to provide to City the names of each person, entity or committee described above. 

11.14 Non-Liability of City Officials, Employees and Agents 

Notwithstanding anything to the contrary in this Agreement, no elective or app9intive 
board, commission, member, officer, employee or agent of City shall be personally liable to 
Seller, its successors and assigns, in the event of any default or breach by City or for any amount 
which may become due to Seller, its successors and assigns, or for any obligation of City wider 
this Agreement. 

11.15 Counterparts 

This Agreement may be executed in two (2) or more counterparts, each of which shall be 
deemed an original, but all of which taken together shall constitute one and the same instrument. 

11.16 Effective Date 

As used herein, the term "Effective Date" shall mean the date on which the City's Board of 
Supervisors and Mayor enact a resolution approving and authorizing this Agreement and the 
transactions contemplated hereby, following execution of this Agreement by both parties. 

11.17 Severahility 

' 

If any provision of this Agreement or the application thereof to any person, entity or 
circumstance shall be invalid or unenforceable, the remainder of this Agreement, or the 
application of such provision to persons, entities or circumstances other than those as to which it 
is invalid.or unenforceable, shall not be affected thereby, and each other provision of this 
Agreement shall be valid and be enforceable to the fullest extent permitted by law, except to the 
extent that enforcement of this Agreement without the invalidated provision would be · 
unreasonable or inequitable under all the circumstances or would frustrate a fundamental purpose 
of this Agreement. 

1f
2 2 9 

l:\Wmk\CDmm\70\703.3 New Jail Land Acquisition\450 6th St\Legislation\3 14 16 psa (seUcr) for BOS.doc 



11.18 Agreement Not to Market Prior to Effective Date 

Seller agrees that unless and until this Agreement terminates pursuant to its terms, Seller 
shall not negotiate with any other parties pertaining to the sale of the Property and shall not 
market the Property to third parties. 

11.19 Acceptance of Agreement by Seller 

'This. Agreement shall be null and void unless Seller accepts it and returns to City four ( 4) · 
fully executed counterparts hereof on or before 5:00 p.m. San Francisco Time on 20 . ----~ 

11.20 Cooperative Drafting. 

'This Agreement has· been drafted through a cooperative effort of both parties, and both 
parties have had an opportunity to have the Agreement reviewed and revised by legal counsel. 
No party shall be considered the drafter of this Agreement, and no presumption or rule that an 
ambiguity shall be construed against the party drafting the clause shall apply to the interpretation 
or enforcement of this Agreement. 

' 
11.21 Time is of the Essence. 

Time is of the essence with respect to the performance of all terms, covenants, conditions 
and provisions of this Agreement. -

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN THIS 
AGREEMENT, SELLER ACKNOWLEDGES AND AGREES THAT NO OFFICER OR 
EJ\1PLOYEE OF CITY HAS AUTHORITY TO COMMIT CITY TO THIS AGREEMENT 
UNLESS AND UNTIL APPROPRIATE LEGISLATION OF CITY'S-BOARD OF 
SUPERVISORS SHALL HA VE BEEN DULY ENACTED APPROVING THIS AGREEMENT 
AND AUTHORlZING THE TRANSACTIONS CONTEJv.IPLATED HEREBY. THEREFORE, 
ANY OBLIGATIONS OR LIABILITIES OF CITY HEREUNDER ARE CONTINGENT 
UPON THE DUE ENACTMENT OF SUCH LEGISLATION, AND THIS AGREEMENT 
SHALL BE NULL AND VOID IF CITY'S BOARD OF SUPERVISORS AND MAYOR DO 
NOT APPROVE THIS AGREEMENT, IN THEIR RESPECTIVE SOLE DISCRETION. 
APPROVAL OF ANY OF THE TRANSACTIONS CONTEJ\1PLATED HEREBY BY ANY 
DEPARTMENT~ CO:MMISSION OR AGENCY OF CITY SHALL NOT BE DEEMED TO 
IJ\1PL Y THAT SUCH LEGISLATION WILL BE ENACTED NOR WILL ANY SUCH 
APPROVAL CREATE ANY BINDING OBLIGATIONS ON CITY. 

[SIGNATUKES ON FOLLOWING PAGES] 
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The ·parties have duly executed this Agreement as of the respective dates written below. 
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SELLER: 

CITY:. 

APPROVED AS TO FORM: 

DENNIS J. HERRERA, City Attorney 

Joan Spargo, in Trust, as Trustee of the "Stella 
Arnold 1987 Exempt Trust FBO Joan Spargo" 
dated April 4, 2001, as to an undivided 3/8 
interest 

Date: 

Walter A. Arnold, in Trust, as Trustee of the 
"Stella Arnold 1987 Exempt Trust FBO Walter 
A. Arnold" dated April 4, 2001, as to an 
undivided 3/8 interest 

Date: 

Kenneth Musso, as to an undivided 1/12 interest; 
David Musso, as to an undivided 1/12 interest 

Date: 

Arlene Ripley, as to an undivided 1/12 interest 

Date: 

CITY AND COUNTY OF SAN FRANCISCO, 
a municipal corporation 

By:~~~~~~~~~~~~~~ 
JOHN UPDIKE 

. Director of Property 

Date: 
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By:~~~~~~~~~~~~ 
Charles Sullivan 
Deputy City Attorney 

Title Company agrees to act as escrow holder in accordance with the terms of this 
Agreement and to execute the Designation Agreement and act as the Reporting Person (as such 
term is defined in the Designation Agreement). Title Company's failure to execute below shall 
not invalidate the Agreement between City and Seller. ·· 

TITLE COMP ANY: CHICAGO TITLE INSURANCE COMP ANY 

By: Its: ---------------

Date: 
-------------~ 

1
2 3 3 
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EXIDBIT A 

REAL PROPERTY DESCRIPTION 

ForAPN/Parcel ID(s): LOT 043, BLOCK 3759 

THE LAND REFERRED TO HEREIN BELOW IS SITUATED IN THE CITY OF SAN 
FRANCISCO, COUNTY OF SAN FRANCISCO, STATE OF CALIFORNIA AND IS 
DESCRI:i3ED AS FOLLOWS: 

PARCEL ONE: 

BEGINNING AT A POINT ON THE SOUTHWESTERLY LINE OF SIXTH STREET, 
DISTANT THEREON 200 

FEET NORTHWESTERLY FROM THE NORTHWESTERLY LINE OF BRYANT STREET; 
RUNNING THENCE 

NORTHWESTERLY ALONG THE SOUTHWESTERLY LINE OF SIXTH STREET 50 FEET; 
THENCEATA 

RIGHT ANGLE SOUTHWESTERLY 90 FEET; THENCE AT A RIGHT ANGLE 
SOUTHEASTERLY 50 FEET; 

THENCE AT A RIGHT ANGLE NORTHEASTERLY 90 FEET TO THE POINT OF 
BEGINNING. 

BEING PORTION OF 100 VARA BLOCK NO. 397. 

PARCEL TWO: 

BEGINNING AT A POINT ON THE NORTHEASTERLY LINE OF HARRIET STREET, 
DISTANT THEREON 300 

FEET SOUTHEASTERLY FROM THE SOUTHEASTERLY LINE OF HARRISON STREET; 
RUNNING THENCE 

SOUTHEASTERL y ALONG SAID NORTHEASTERL y LINE OF HARRIET STREET 20 
FEET; THENCE AT A 

RIGHT ANGLE NORTHEASTERLY 75 FEET; THENCE AT A RIGHT ANGLE 
NORTHWESTERLY 20 FEET; . 

THENCE AT A RIGHT ANGLE SOUTHWESTERLY 75 FEET TO THE POINT OF 
BEGINNING. 

BEING A PORTION OF 100 VARA BLOCK NO. 397. 
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EXHIBITB 

PRELIMINARY TITLE REPORT 
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RECORDING REQUESTED BY AND 
WHEN RECORDED RETURN TO: 

Director of Property 
Real Estate Division 
City and County of San Francisco 
25 Van Ness A venue, Suite 400 
San Francisco, California 94102 

. EXIDBIT C 

GRANT DEED 

The undersigned hereby declares this instrument to be 
exempt from Recording Fees (CA Govt. Code§ 27383) 
and Documentary Transfer Tax (CA Rev. & Tax Code 
§ 11922 and S.F. Bus. & Tax Reg. Code§ 1105) 

(Space above this line reserved for Recorder's use only) 

GRANT DEED 

(Assessor's Parcel No.---~ 

FOR VALUABLE CONSIDERATION, receipt of which is hereby acknowledged, 
________________ ·_,a , hereby grants to 
the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation, the real property 
located in the City and County of San Francisco, State of California, described OlJ. Exhibit A 
attached hereto and made a part hereof (the "Property"). 

TOGETHER WITH any and all rights, privileges and easements incidental or 
appurtenant to the Property, including, without limitation, any and all minerals, oil, gas and other 
hydrocarbon substances on and under the Property, as well as any and all development rights, air 
rights, water, water rights, riparian rights and water stock relating to the Property, and any and all 
easements, rights-of-way or other appurtenances used in connection with the beneficial use and 
enjoyment of the Land and all of Grantor's right, title and interest in and to any and all roads and 
alleys adjoining or servicirig the PropertY. 

. ' 

[SIGNATURES ON FOLLOWING PAGE] 
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Executed as of this __ day of ______ , 20_ 

---------------------'· 

By: _____________ _ 
NAME 

Its: 

By: _____________ ~ 
NAME 

Its: 
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State of California 

County ~f San Francisco 

) 
) SS 

) 

On , before me, · , a notary public in and 
for said State, personally appeared , who proved to 
me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed to 
the within instrument and acknowledged to me that he/she/they·executed the same in 
his/her/their authorized capacify(ies ), and that by his/her/their signature( s) on the instrument the 
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of Califoi:nia that the foregoing 
pmagraph is true and correct. 

WITNESS my hand and official seal. 

(Seal) 
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CERTIFICATE OF ACCEPTANCE 

This is to certify that the interest in real propert)r conveyed by the foregoing Grant Deed . 
to the City and County of San Francisco, a municipal corporation, is hereby accepted pursuant to 
Board of Sup~rvisors' Resolution No. , approved . , and the gcantee · 
consents to recordation thereof by its duly authorized officer . 

. By:~~~~~~~~~~~~~ 
John Updike 
Director of Property 
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EXIDBIT D 

THE LEASK 

.-.. ·· 
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EXHIBITE 

INTENTIONALLY OMITTED 
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EXHIBITF 

ASSIGNMENT OF LEASE 

THIS A$SIGNMENT is made and entered into as of this_ day of _____ _ 
20 , by and between , a 
~~--=-~~~--~("Assignor"), and the CITY AND COUNTY OF 
SAN FRANCISCO, a municipal corporation ("Assignee"). 

FOR GOOD AND VALUABLE CONSIDERATION, the receipt of which is hereby 
acknowledged, effective as of the Effective Date (as defined below), Assignor hereby assigns 
and transfers to Assignee all of Assignor's right, title, claim and interest in and under that certain 
Lease executed with respect to that certain real property commonly known as 450 Sixth Street, 
San Francisco (the "Property"), a copy of which is attached as Schedule 1 ·(the "Lease"). 

ASSIGNOR AND ASSIGNEE FURIBER HEREBY AGREE AND COVENANT AS 
FOLLOWS: 

1. · Assignor represents and warrants that as of the Effective Date (i) the Lease 
attached Schedule 1 is a tnie, correct and complete copy of the Lease, and (ii) there are no other 
leases or occupancy agreements affecting any of the Property. As of the Effective Date, there are 
no assignments of or agreements to assign the Lease to any other party. 

2. Assignor agrees to indemnify Assignee against and hold Assignee harmless from 
any and all costs, liabilities, losses, damages or expenses (including, without limitation, 
reasonable attorneys' fees), resulting from landlord's obligations under the Lease arising before 
the Effective Date. 

3. Except as otherwise set forth in the Purchase Agreement (as defined below),, 
Assignee assumes all of the landlord's obligations under the Leases arising from and after the 
Effective Date; and agrees to indemnify Assignor against and hold Assignor harmless from any 
and all costs, liabilities, losses, damages or expenses (including, without limitation, reasonable 
attorneys' fees), resulting from the landlord's obligations under the Lease a.rising on and after the· 
Effective Date. 

4. Any rental and other payments under the Leases shall be prora~ed between the 
parties as provided in the Purchase Agreement between Assignor, as Seller, and Assignee, as 
City, dated a.S of (the "Purchase Agreement"). 

5. In the event of any litigation between Assignor and Assignet? arising out of this 
Assignment, the losing party shall pay the prevailing party's costs and ·expense.s of sueh 
litigation, including, without limitation, attorneys' fees, as set forth in the Purchase Agreement: 

6. This Assignment shall be binding on and inure to the benefit of the parties hereto, 
their heirs, executors, administrators, successors in interest and assigns. 

·. 7. This Assignment shall be governed by and construed in accordance with the· laws 
of the State of California. · 

8. For purposes of this Assignment, the "Effective Date" shall be the date of the 
Closing (as defined in the Purchase Agreement). . · · 
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9. This Assignment may be executed in two (2) or more counterparts, each of which 
shall be deemed an original, but. all of which taken together shall constitute one and the sarne 
instrument. · 

[SIGNATURES ON FOLLOWING PAGE] 
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Assignor and Assignee have· executed this Assignment as of the day and year first written 
. above. 

ASSIGNOR: 

ASSIGNEE: 

APPROVED AS TO FORM: 

DENNIS J. HERRERA, City Attorney 

- ~ 

CITY AND COUNTY OF SAN FRANCISCO, 
a municipal corporation 

By: , 
=1o~HN=--=-=UP=D~IKE===--~~~~~~ 

Director of Property 

By: ~~~~=-=-c~~~~~~~~~ 
[DEPUTY'S NAME] 
Deputy City Attorney 
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EXIIlBIT G 

TENANT'S ESTOPPEL CERTIFICATE 

TENANT: 

PREMISES: 

LEASE DATE: 

COMMENCEMENT D4.TE: 

EXPIRATION DATE: 

OPTIONS: 

BASE MONTHLY RENT: 

Req·uires seller information 

DATE: JANUARY_,2016 

l . 

Beauty Systems Group, Inc., a Delaware 
corporation 

Approximately 4,500 sq. ft. located at 
450 Sixth.Street, San Francisco 

. March 6, 1996 and amended by the First, 
Second, Third and Fourth Amendments 

May 1, 1996 

April 30, 2026 

One (1) further Extension Option for sixty ( 60) 
months (May 1, 2026 through April 30, 2026) 
at $11,200.00 per month with 1996 Base Year 
Expenses 

To April 30; 2016: 

May 1, 20lq to April 30, 2021: 

May 1, 2011 to April 30, 2026: 

$ 8,000.00 

$ 9,iS0.00 

$10,000.00 

DATE RENT AND OPERATING EXPENSE First of the month 
PAYMENTS ARE DUE: 

BASE YEAR TAXES: Requires seller information 

BASE YEAR INSURANCE Requires seller information · 

BASEYEARLANDLORD 
MAINTENANCE: · 

OPERATING EXPENSES: 
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Requires seller information 

· SECURITY DEPOSIT: Requires seller information 

PURCHASE OPTION: None 

THE UNDERSIGNED, AS TENANT OF THE ABOVE REFERENCED PREMISES 
("PREMISES") UNDER THE LEASE DATED AS OF THE ABOVE-REFERENCED LEASE 
DATE, BETWEEN~~~~~~~~~~~~~~~~~~~ 
("LANDLORD") AND TENANT, HEREBY CERTIFIES, REPRESENTS.AND WARRANTS 
TO THE CITY AND COUNTY OF SAN FRANCISCO ("CITY"), AND ITS ASSIGNEF;S, AS 
FOLLOWS: 

1. Accuracy. All of the information specified above and elsewhere in this 
Certificate is accurate as of the date hereof. 

2. Lease. The copy of the Lease including the four (4) Addendums to Lease 
attached hereto as Exhibit A is a true and correct copy of the Lease. The Lease is valid and in 
full force and effect. The Lease contains all of the understandings and agreements between · 
Landlord and Tenant and has not been amended, supplemented or changed by letter agreement or 
otherwise, except as follows (if none, indicate so by writing "NONE" below): ____ _ 

. . ' . 
3. Premises. The Premises consist of approximately 4,500 sq. ft. , and Tenant does 

not have any options to expand the Premises. 

4. Acceptance of Premises. Tenant has accepted possession of the Premises and is 
currently occupying the Premises. There are no unreimbursed expenses due Tenant including, 
but not limited to, capital expense reimbursements. 

5. Lease Term. The term of the Lease commenced and will expire on the.dates 
specified above, subject to the above option to renew. 

6. Base Year Expenses 

. Requires seller information 

7. . Rental Escalations. The current monthly base rental specified above is subject to 
the following escalation adjustments (if none, indicate so by writing "NONE" below): 

8. No Defaults/Claims. Neither Tenant nor Landlord under the Lease is in default 
under any terms of the Lease nor has any event occurred which with the passage of time (after 
notice, if any, required under the Lease) would become an event of default under. the Lease. 
Tenant has no claims, counterclaims, defenses or setoffs against Landlord arising from the Lease, 
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nor is Tenant entitled to any concession, rebate, allowance or free rent for any ·period after this 
certification. Tenant has no complaints or disputes with Landlord regarding the overall operation 
and maintenance of the property within which the Premises are located (the "Property"), or 
otherwise. · 

9. No Advance Payments. No rent has been paid in advance by Tenant except for 
the current month's rent. 

10. No Purchase Rights. Tenant has no. option to purchase, or right of first refusal to 
purchase, the Premises, the Property or any interest therein. 

11. Notification by Tenant. From the date of this Certificate and continuing until, 
Tenant agrees to notify City immediately of the occurrence of any event or the discovery of any 
fact that would make any representation contained in this Certificate inaccurate as of the date 
hereof or as of any future date. · 

12. No Sublease/Assignment. Tenant has not entered into any sublease, assignment 
or any other agreement transferring any. of its interest in the Lease or the Premises. 

1 13. No Notice. Tenant has not received notice of any assignment, hypothecation, 
mortgage, or pledge of Landlord's interest in the Lease ·or the rents or other payments payable 
thereunder, except those listed below· (if none, indicate so by writing "NONE" below): 

14. Hazardous Materials. Tenant has not used, treated, stored, disposed of or released 
any Hazardous Materials on or about the Premises or the Property. Tenant does not have any 
permits, registrations or identification numbers issued by the United States Environmental 
Protection Agency or by any state, county, municipal or administrative agencies with respect to 
its operation on the Premises, except for any stated below, and except as stated below no such 
governmental permits, regi~trations or .identification number.s are required with respect to 
Tenant's operations on the Premises. For the purposes hereof, the term "Hazardous Material" 
shall mean any material that, because of its quantity, concentration or physical or chemical 
characteristics, is deemed by any federal, state or local governmental authop.ty to pose a present 
or potential hazard to human health or safety or to the enyironment. Hazardous Material. 
includes, without limitation, any material or substance defined as a "hazardous substance," or 
"pollutant" or "contaminant" pursuant to the Comprehensive Environmental Response, 
Compensation and Liability Act of 1980 ("CERCLA", also commonly known as the "Superfund" 
law), as amended, (42 U.S.C. Section 9601 et seq.) or pursuant to Section 25316 of the 
California Health & Safety Code; any "hazardous. waste" listed pursuant to Section 25140 of the 
California Health & Safety Code; and petroleum, including crude oil or any fr.action thereof, 
natural gas or natural gas liquids, and "source," "special nuclear" and "by-product" material as 
defined in the Atomic Energy Act of 1985, 42 U.S.C. Section 3011 et seq. 

15. Reliance. Tenant recognizes and acknowledges it is making these representations 
to City with the intent that City, and any of its assigns, will fully rely on Tenant's representations. 

16. Binding. The provisions hereof shall be binding upon and inure to the benefit of 
the successors, assigns, personal representatives and heirs of Tenant and City. 

17. Due Execution and Authorization. The undersigned, and the person(s) executing 
t,his Certificate on be]J.alf of the undersigned, represent and warrant that they are duly authorized 
to execute this Certificate on behalf of Tenant and to bind Tenant hereto. 
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EXECUTED BY TENANT ON THE DATE FIRST WRITTEN ABOVE. 

By: 

[NAME] 

[TITLE] 

By: 

[NAME] 

[TITLE] 
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EXIDBITH 

CERTIFICATE OF TRANSFEROR 
OTHER THAN AN INDIVIDUAL 

(FIRPTA Affidavit) 

Section 1445 of the Internal Revenue Code provides that a transferee of a United States 
real property interest must withhold tax ifthe transf~ror is a foreign person. To inform the CITY 
AND COUNTY OF SAN FRANCISCO, ·a municipal corporation, the transferee of certain real 
property located in the City and County of San Francisco, California, that withholding of tax is 
not required upon the disposition of such U.S. real property interest by ________ _ 
_________________ ,a---=-=-_,.---=--c~-=---==----=------
("Transferor"), the undersigned hereby certifies the following on behalf of Transferor: · 

1. Transferor is not a foreign corporation, foreign partnership, foreign trust, or 
foreign estate (as those terms are defmed in the Internal Revenue Code and Income Tax 
Regulations); 

2. Transferor's U.S. employer identification number is ______ ; and 

3. Transferor's office address is ------------------

Transferor understands that this certification may be disclosed to the Internal Revenue 
Service by the transferee and that any false statement contain~d herein could be punished by fine, 
imprisonment, or both. · 

Under penalty of perjury, I declare that I have examined this certificate and to the best of my 
knowledge and belief it is true, correct and complete, and I further declare that I have authority 
to sign.this document on behalf of Transferor. 

Dated: _______ , 20_. 

On behalf of: 

[NAME] 

By: 
[NAME] 

Its: 

Frr ~ 
4 9 
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EXIDBITI 

DESIGNATION AGREEMENT 

This DESIGNATION AGREEMENT (the "Agreement") dated as of 
20 , is by and between · , a ------

- ("Seller"), the CITY AND COUNTY OF SAN FRANCISCO, a 
municipal corporation ("City"), and TITLE INSURANCE CO:rviP ANY 

· ("Title Company''). 

A.' Pursuant to that certain Purchase Agreement entered into by and between Seller 
and City, dated , 20_ (the "Purchase Agreement"), Seller has agreed to sell 
to City, and City has agreed to purchase from Seller, cert~ real property located in City and 
County of San Francisco, California, more particularly described in Exhibit A attached hereto 
(the "Property"). The purchase and sale of the Property ·is sometimes hereinbelow referred to 
below as the '!Transaction"). 

B. Section 6045(e) of the United States Internal Revenue Code of 1986 and the 
regulations promulgated thereunder (collectively, the "Reporting Requirements") require an. 
information return to be made to the United States Internal Revenue Service, and a statement to 
be furnished to Seller, in connection with the Transaction. 

C. Pursuant to Subsection 2(b )(i) of the Purchase Agreement, an escrow has been 
opened with Title Company, Escrow No. , through which the Transaction 
will be or is being accomplished. Title Company is either (i) the person responsible for closing 
the Transaction (as described in the Reporting Req$ements) or (ii) the disbursing title or escrow 
company that is most significant in terms of gross proceeds disbursed in connection with the 
Transaction (as described in the Reporting Requirements). 

D. Seller, City and Title Comp~y desire to designate Title Company as the 
"Reporting Person" (as defined in the "Reporting Requirements") with respect to the 
Transactions. · 

ACCORDINGLY, for good and valuable consideration, the receipt and adequacy of 
:which are hereby acknowledged, Seller, City and Title Company agree as follows: · 

1. Title Company is hereby designated as the Reporting Person for the Transaction. 
Title Company shall perform all duties that are required by the Reporting Requirements to be 
performed by the Reporting Person for the Transaction. 

2. Seller and City shall furnish to Title Company, in a timely manner, any 
information requested by Title Company and necessary for Titl~ Company to perform its duties 
·as Reporting Person for the transaction. 

3. Title _Company hereby requests Seller to furnish to Title Company Seller's correct 
taxpayer identification number. Seller acknowledges that any failure by Seller to provide Title. 
Company with Seller's correct taxpayer identification number may subject Seller to civil or 
criminal penalties imposed by law. Accordingly, Seller hereby certifies to Title Company, under 
penalties of perjury" that Seller's correct taxpayer identification number is ______ _ 

. 4. The names and addresses of the parties hereto are as follows: 

I -1 . I:\Work\CDu,nn\70\7033 New Jail Land Acquisition\450 6th {)t\Legislation\3 14 16 psa (seller) for BOS.doc 
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SELLER: 
1 

CITY: 

TITLE-COMP ANY: 

Attn: 
Facsimile No.: (_) ______ _ 

Director of Property 
25 Van Ness A venue, Suite 400 
San Francisco, California 94102 
Facsimile No.: (415) 552-9216 

Attn: 
FacsimileNo.: L) ______ _ 

5. Each of the parties hereto shall retain this Agreement for 8= period of four ( 4) years 
following the calendar year during which the date of closing of the Transaction occurs. 

[SIGNATURES ON FOLLOWING PAGE] 

J _ 2 I:\Work\CDunn\70\7033 New Jail Land Acq_Wsition\450 6th St\Legislation\3 14 16 psa (seller) for BOS.doc 
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IN WITNESS WHEREOF, the parties have entered into this Agreement as of the date and year 
first above written. 

SELLER: 

CITY: 

Title Company: 

Attn: 
Facsimile No.: L) _______ _ 

By: 

Its: 

Date: 

. CITY AND COUNTY OF SAN FRANCISCO, 
a municipal corporation 

By~ 
~JO-HN~=UP~D~IKE~~~~~~~~ 

Director of Property 

Date: 

TITLE INSURANCE 
~--------COMPANY 

Date: 

By: 

Its: 

J-3 I:\Work\CDunn\70\7033 New JailLandAcquisition\450 6th St\Lcgislation\3 14 16 psa (seller) fur BOS.doc 
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SAN FRANCISCO 
PLANNING DEPARTMENT 

Date: 

Case No. 

Block/Lot No.: 

Project Sponsor: 

Staff Contact: 

Recommendation: 

PROJECT DESCRIPTION 

General Plan Referral 

May,262016 

Case No. 2016.003177GPR 

450 Q6th Street Acquisition 

3759/043 

John Updike - (415) 554-9860 
)ohn.updike@sfgov.org 
Office of the Director of Real Estate 
25 Van Ness Avenue, Suite 400 
San Francisco, CA 94102 

Audrey Harris- (415) 575-9136 
audrey.harris@sfgov.org 

Finding the proposed acquisition of land and building at 450 061h Street, 
on balance, in conformity with the General Plan. 

1650 MiSslon $t. 
Sutte400 
san Francisco, 
CA 94103-2479 

Reception: 
416.558.6378 

. Fax: 
415.558.6409 

Planning 
lnfonnallon: 
415.558.63n 

The Real Estate Division, directed and discussed by the Board of Supervisors at the December 15, 2015 
meeting, is proposing to acquire the land and buildirig located at 450 06th Street (the "Property"). The 
Property consists of approximately 5,100 sq. ft. in a single story masonry building on 5,998 sf. ft. of land. 
The Property's current land use is industrial - warehouse/wholesale distn'bution; · is within the 
Service/Arts/Light Industrial (SALI) zoning district. The existing tenant is a national beauty supply 
company that occupies the building under a lease which the City will assume. 

The property would be acquired to provide space for the Justice Facilities Improvement Program. This 
program is intended to provide programs and services that address the challenges of diversion from 
incarceration, alternatives to incarceration and re-entry transition of former offenders. The Propoerty 
would not be modified in any way without obtaining the required approvals from the Planning 
Department. These approvais may include a new General Plan Referral and additional environmental 
review. 

1 
www.sfplanning.~rg 
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GENERAL PLAN REFERRAL 
CASE NO. 2016-003177GPR 

ACQUISITION OF 450 OGTH STREET 

The Project would have no adverse effect on neighborhood serving retail uses or opportunities for employment in 
or ownership of such businesses. · 

2. That exis~g housing and neighborhood character be conserved and protected in order to preserve 
the cultural and economic diversity of our neighborhood. 

The Project would not have an adverse effect on the City's housing stock or on neighborhood character .. 

3. That the City's supply of affordable housing be preserved .and enhanced. 

The Project would have no adverse effect on the City's su°pply of affordable housing. 

4. That commuter traffic not impede MUNI transit service or overburden our streets or neighborhood 
parking. 

The Project would not result in commuter traffic impeding MUNI transit service or overburdening the streets 
or neighborhood parking. · 

5. That a diverse economic base be maintained by protecting our industrial and service sectors from 
displacement due to commercial office development, and that future opportunities for residential 
employment and ownership in these sectors be enhanced. 

The Project would not adversely affect our industrial and service sectors or future opportunities for residential 
employment and ownership in these sectors. 

6. That the City achieve the greatest possible preparedness to protect against injury and loss of life in an 
earthquake. 

The Project would have no adverse effect on the City's preparedness against injury and loss of life in an 
earthquake. 

7. That landmarks and historic buildings be preserved. 

This Project would have no adverse effect on landmarks or historic buildings. 

8. That our parks and open space and their access to sunlight and vistas be protected from development. 

The Project would have no adverse effect on parks and open space or their access to sunlight and vistas. 

RECOMMENDATION: 

The acquisition of 450 061h Street, on balance, in-conformity with the General Plan 

SAN FRANCISCO 
PLANNING Dl!P,ARTMEN"t 3 
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Edwin M. Lee, Mayor 
Naomi M. Kelly, ·City Administrator. 

John Rahaim 
Director of Planning 
Planning Departme.p.~ 
1650 Mission Stre~t, Suite 400 
San Francisco, .CA 94103.-2414 

Attention: Maria Oropeza-Smith 
General Pla.p, Referrals 

Dear Mr. Rahaim~ 

Match 7, 2016 

John Updike 
Director of Real Estate 

450 6th Street 
Block 3759, Lot 43 
#7033 

The Real Estate Division seeks.a General Plan Referral for the acquisition ofland and building at 450 
6th Street (As$essor's Block 3759i Lot43). · 

The acquisition of the ptoperfy, along with 5 othet adjacent parcels, was included in the Final 
Mitigated Negative Declaration in Planning File No. 2014.0l98E. 

The property consists of approximf).tely 4,500 sq. ft. in a single story masonry build,i.ng Qn 
approximately 6,000 sq. ft. of land. The property is now being acquired for a yet to b·e determined 
project, consistent with thee Justice Facilities Improvement Program, and the building will not be · 
modified in any way without obtaining any requited Planning Department approvals. 

Please review and detepnine if the pun,l;l.~e Qf 450 6th Street is cqnsM.ent with the Gener~ Plan and 
the Eight Priorlty Policies of Planni!ig Code Section 101.1. Pla:tming Department fees are on deposit 
with your Department through work order. 

Should you have any questions or need additional information, do not hesitate to call Charlie Dunn o;f 
our office at 554-9861. 

JohnUp e 
Director of Real Estate 

. I:\Work\CDuim\70\7033 New Jail LandAcquisition\450 6th St\GPR application R2.doc 
Office of the Director of Real Estate • 25 Van Ness Avenue, Suite 400 • San Francisco, CA 94102 

. (415) 554-9850 • FAXt (415) 552-9216 
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Planning Department 1660 Mission Street 
City. and County of San Francisco San Francisco, CA 94103 

1. Site Information 

General Plan Referral Application 
(See attached) 

Street Address( es) of Project: 560 6th Street 
----------------------~ 

Cross Streets: Between Bryant and Harrison Streets 

Assessor's Block(s) I Lot(s): Block 3759, Lot43 
[If project is in street right-of~-w_a_y_,~li~st~b~lo.;__c~k-s~&~l~o~ts~f~ro-n~ti-ng_p_ro_p_o_s_ed~p-ro~j-ec~t~.]----

2. Project Title1 Description: (Please use additional pages if necessary.) 

Project Title: 560 6th St Acquisition 

Project Description: City acquisition of property · 

Present or Previous Use: Warehouse/ Wholesale Distribution 

Building Permit Applic~tion No. _N_/_A ________ _ Date Filed: -------

What other Approvals Does Project Require? Board of Supervisors and Mayor 

3. Owner/Applicant Information 

Property Owner's Name: NIA 
-----------------------~ 

--------------------Telephone: 

Address: Zip: · --------

Applicant's Name: John Updike, Diredor Telephone: (415) 554-9860 
{if different from above] 

Agency with jurisdiction over property or proJect: Real Estate Division -"-'--'~____:_:--=~=::..:cc:._ ________ _ 

Address: 25 Van Ness Avenue; Suite 400, San Francisco, CA Zip: 94102 

Contact for Project Information: Telephone: 
~-------- ----------[if different from above] 

Address: --------------------Zip: 
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5. EIGHT PRIORITY POLICIES 

Section 101.1 of the San Francisco Planning Code requires findings tbat demonstrate . 
consistency of the proposal with the eight priority policies of Section 101.1. These findings 
must be presented to the Planning Department before your project application can be 
reviewed for general conformity with San Francisco's General Plan. 

1 That existing neighborhood-serving retail uses be preserved and enhanced and future 
opportunities for resident employment in and ownership of such businesses enhanced; 

2. 

The project would have no adverse effect on neighborhood serving retail uses or 
opporlunities for employment in or ownership of such businesses. 

That existing housing and neighborhood character be conserved and protected in 
order to preserve the cultural and economic diversity of our neighborhood; 

The project would not have an adverse effect on the City's housing stock or on 
neighborhood character. 

3. That the City's supply of affordable housing be preserved and enhanced; 

The project would have no adverse effect on the City's supply of affordable 
housing. 

4. That commuter traffic would not impede Muni transit service or overburden our streets 
or neighborhood parking; 

5. 

The project would not result in commuter traffic impeding Muni transit seNice or 
overburdening the streets or neighborhood parking 

That a diverse_ economic ba_se be maintaine::d by: protecting our industrial and service 
sectors from displacement du~ to commercial office development,· and that future 
opportunities for residential employment and ownership in these sectors be enhanced; 

The project would not adversely affect our industrial and service sectors or future 
opportunities for residential employment and ownership in these sectors 

6. That th~ C(ty achieve the greatest possible preparedness to protect against injury and 
loss of hfe in an earthqual<e; · · 

The project would have no adverse effect on the City's preparedness against 
injury and loss of life in an earthquake. · 
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450 6th Street 
Block 3759, Lot 43 
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Edwin M. Lee, Mayor 
Naomi M. Kelly, City Administrator 

Through Naomi Kelly, 
City Administrator 

Honorable Board of Supervisors 
City and County of San Francisco 

May27, 2016 

City Hall, 1 Dr. Carlton B. Goodlett Place 
San Francisco, California 94102 

Dear Board Members: 

450 6th Street 

John Updike 
Director of Real Estate· 

Real Property Acquisition 
Assignment# 7033 

Attached for your consideration is a Resolution authorizing the acquisition of real property at 
450.Sixth St., San Francisco (Block 3759 Lot 43). 

In late 2015, Real Estate Division submitted legislation (file 15-1184) for the acquisition of 
Block 3759 Lots 09, 12, 14, and 43 for a proposed Hall of Justice replacement project known as 
the Justice Facilities Improvement Project (JFIP). The Board of Supervisors directed City staff 
to 1) redesign a potential project to exclude the rehabilitation and detention facilities; 2) to 
explore space needs for prevention, mental health, re-entry and other programs and services; and 
3) continue to pursue the acquisition of the above referenced parcels. Such alternatives to 
incarceration are the topic of a working group co-chaired by Sheriff Hennessey and DPH 
Director Garcia. The subject property is one of the parcels included in Board file 15-1184. 

450 6th Street consists of approximately 4,500 sq. ft. in a single story masomy building on 
approximately 6,000 sq. ft. ofland. The property was appraised on October 28, 2015 by 
Carneghi and Partners for $2,750,000. 

The proposed purchase price is $2,403,333 and the Sell~r will pay or the City will receive a 
credit for the Transfer Taxes due on sale (estimated to be $18,022.50). At close of escrow, the 
City will be assuming an existing lease of the property to Beauty Systems Group Inc., a 
Delaware Corporation ("Tenant"). The lease expires April 30, 2026 and would produce gross 
income to the City of $9,250 per month which equates to an approximately 4.5% return on the 
purchase price (see Attachment #1). When the JFIP design process has further matured and has 
been approved by the Board, and permitted through all relevant regulatory agencies, only then 
would the City then seek to terminate the lease. 

The Planning Department, through General Plan Referral letter dated May 26, 2016 has found 
that the City's acquisition of 450 Sixth Street is consistent with the General Plan, and· the eight 

I:\Work\CDunn\70\7033 New Jail Land Acquisition\450 6th St\Legislation\Legis Cover Letter RS.doc 
·Office of the Director of Real Estate o 25 Van Ness Avenue, Suite 400 o San Francisco, CA 

94lew60 
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priority policies under Planning Code, Section 101.1 and has been fully evaluated in the 850 
· Bryant Street- Hall of Justice Mitigated Negative Declaration. 

The acquisition of 450 Sixth Street will likely be essential to the potential development of any 
project adjacent to the existing Hall of Justice facilities, as recommended in the JFIP. 

The ReC!-1 Estate Division recommends approval of the proposed purchase. If you have any 
questions, please contact Charlie Dunn at 554-9861 of my office. 

.. I 
Johll Updike 
Director of Property 

Attachments 
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Attachment #1 

Income (as of 5/1/2016) $111,000 

Landlord Expenses $2,850 

Net Income $108,150 

Capitalization Rate 4.50% 

Purchase Price $2,403,333 
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•• . .. 
.'" ~,ERICAN l~'~IJSTRIAL REAL ,...1TAiE ASSOCIATIO•' ,, ___ ... . --· 

(NDAFID INDUSTRIAUCOMMERCIAL SINGLE-TENANT LEASE-GROSS 
(Do not use this form for Multi-Tenant Property) 

11lons ("Beale Provlulons") 
, ~·•lea' :fhJs ~ease ("lease"); dales for reference purposes only, _.._M..,a"'r=--"c'--'h...__,,6,__ __________ _,, 19~ is'mada 

between Stella Arnold & Albert Musso 
-------------.:.....--------=------;;;-::----:-r::r;:;;::-;:;::;-;::;-r";<.;:;::;;:;-;;-;:;f'l-;:;-;:;-<"Lessbr") 

West· Coast Beaut Su Co., a California 

-----------------'~--------------------,1---it;t;;ir\-("Le'.'aae"), 
lyely tpa "Parties:' or Individually a "Party''). . 

Premises: Th~I certain real properly, Including all Improvements therein or to be provided by l_es terms of this 

a11d commoaly known by Iha street addr.ass or -.:..:9..:1'1LJ:tLJ[]_~G.J::.eJ:'!L~--.......:.--~-----~'=i:b~"-------~ 
llntheCouhlyof San Francisco . Slateof Caliiarnia 
narally de~c:rlbed as (des crib a· briefly Iha nature of the properly) ---'a"--p"'-"'pu' rc..:o.,,,x~iwm=aut"'e.....,.1_,y~"'4'-'''-'5,,_0=0~s,.,_,,q ... u~a~r~e-~f~e~e~t~·~--
g 1 e story cortcret~ block·warehouse with a~proximately 1,Bo~·square 
t of re.ar parking/loading area. 

-----,---;-~,...,---------,::---~--,-------("Premises"). (See Paragr~ph 2 "for further provisions.) 
_t_e_n_(~l~. _Cl~) ___ years and __ O __ months ("Original Term") i;orhmenclng May 1 ' 199 6 

. ("Expiration Dale"). graph a·for further provisions.) 

Early Possa11slo11: Ji!kli{§fil:id:k:a::Xj00~-ill1..Jtx.EJ:ll1:1!ro_,_D.I._L.fill.Sflc__,--f'......l,.~h---"r ("Early Possession Dale;'): 
aragraphs 3.2 and 3.3 rar furltier proviSlons.) 

. Basa Rent:$ 3 r 250. 00 per month ("Base Rent"), payable on the _~¥'~1hl------dayof aa:ch'. 
commencing Ma 1 , 1 9 9 6 - A r i 1 3 0 , 2 0 0 5 

--._.;_---~-~----,--------------------(Sae P11ragraph 4 for further provisions.) 
ls box I~ chec;ksd, there ar~ p,rovlslons In this lease for the Base Rent !o be adjusted. 

Base Rent Paid Upon Execuilcin: $-.-"'-'-'-""-",_..=~---------------------------
10 Renl.for lhe period May 1, 1996 through July 31, 1996 

Security Deposit:$~· -'9'--'--'-7-"5'-0"-".-"0~0~--~-.------- ("Security Deposit"). (See Paragraph 5 for further provisions.) 
PermliladUsa: Distribution and sales Ut SU lies .. and e ui ment and 

related uses. (See Paragraph 6 for further provisions.) 

Insuring Party: Le~sor Is the "Insuring party." $ NI A e Premium." (See Paragraph B for further provlslons.) 
O Real Estele Brokers: The following real estate brokers (c lecll e "Broker's") and brokerage relallonshlps exist In this 
ctlon and ara consented lo by the Parlles (check applicable boxes): IJ

f:Ir - • < camniercial Properties. Tue; represenls 

:~ uslvely ("Lessor's e·roker"); D bolh Lessor and Lessee, and 

L~e~v._,_f~&~·~c~o~rn=p~a~n=y~-----·----·-~~-----------------'-'.::=:----represenls 
:see excluslva!y ("le~sei!'a Broker•!j; D both Lessee and Lessor. (Saa Paragraph 15 for further 11rovlslons.) 
1 Gue(antor. The obligations· of the lessea under this Lease are lo be guaranteed by __ _,_N,_,· _,A~-~. -f-ff--iPf.-Hr'-1------''--

. · · · · ·· {''Guarartor"). (See Peragr ph 
2 Addenda. Atiachad herelo \~an Addendum or Addenda consisting of Paragraphs...:!:!.__ through 54 ·an 

-----------------------------'----all ol which ~onstllulS: a part of this Lease. 

mises. 

Le!Ung. Lessor hereby leiµias lo Lessee, and lessee hereby leases lrom Lessor, the Premises; !or the term, al Iha rental; and upon all or Iha terms, 
anls and condlllons set forlh In lhls lease. Unless otherwise provided herein, any slale111enl of square footage set forth In !his lease, or !hat.may 
1een used In calculaUng rental, ls an approxl!Jlatlon which Lessor and lessee qgree ls reasonable and Iha rental based thereon Is not subject lo 
·n wh~lher or not Iha actual square fooJage Is more or fess. · · · . 

! Condition • .Lessor shall d~llver Iha Premises lo Lessee clean and free bl debris on Iha Commencemer:it Dale and warrants lo l.:essila Iha! the· 
g plumbing, lire sprinkler syslem, llghllng, air conditioning, heating, arid loading doors, II any, In Iha Preml~es, otJler than those conslrucled by 
a, stiall be In good operaUng condition on the Commencement Dale. If a non-compliance wllh said y-1arranly exlsls as cil the Comm.encemenl Date, 
r shall, except as otherwise provided In this Lease, promptly alter receipt or wrlllan notlca lrom less~a sailing lorlh wllh speclnclly Iha n.alure and 
of such non-compliance, recllly same at lessor's expense. If Lessee does not give Lessor wrilten notice of a non-compliance with .ltils warranty 

thirty (30) days !'Iler the Commencement Dela, correction of !hat non-compliance shall be !he obligation of lessee al lessee's sole cos! and expense. 
I Gompllanca with Covenenta, Restrlcllona end Building Code. lessorwarranls to lessee lhal !he tmprovemants on !he Premises comply wllh all 
able coyenanls ar reslrlcllons or r!'cord and applicable building codes, ragulallons and ordinances In efle~I on the Com"menceme11l Dale. Said 
ity does not apply lo the use la which lessee wlll put Iha Premises or lo·any Allerallons or Utility lnslallaUons (as dellned In Paragraph 7.il"(a)) made 
e made by lessee. II Iha Premises cJa nol complywflh said warranty, Lessor shall, excapl as otherwise provided In !his lease, promptly after receipt 
!en nollce from Lessee setllng forlh wllh speclOclly Iha ·nature and extent of such non-compliance, rectify !ha same al lessor's expense. II Lessee. 
1ot give L,essor wrllten nollce of ·a non-compliance wltlJ this warranty within six (6) months lqllowlng the Commencemenl Dais, correction or lhal 
'mpllance shall be.the ~bligatkm of Lessee at lessee's s,ole cost and ex11ense, · . . 
I Acceptance of Premises. Lessee "hereby acknowledges: (!!) !hat ll has been advlseq by Iha Broker~ to sallsly llseU wllh respect to lhe condillon 
Premls!j!s (Including but not limited to the electrical and lire sprinkler systems, securlly, environmental aspects, compliance with Applicable Lriw, 

lned In Paragraph 6.3) and the present and future sultablllly or the P.remlses 'for Lessee's l~tenaed use, (b) that lessee h.as maile such lnvestlgallon 
earns necess9ry wllh reference lo such mailers and assumes all·responslblllly therefor as the same re1al~ lo lessee's occupancy or tha Premises 
r the term ol this ~eas!J, and (q) that nellher Lessor, nor any al Lessor's agenls, has ma.de ;my oral or wrlll~n represenlallons or warranties wllh 
cl lo lh~ said mailers olher l~an as set forlh In this Lease. · · . : · · 
i . L:es~ait Pr!qr OWAer/Q~cupant. The warranlfes made by Lessor In thl~ Paragraph 2 shall ba of n·o lorce or el!ecl II lmmadfalely prlqr io the dale 
·th In Paragrap)l 1.1 lessee was the owner or occupant of the Premises. In such event, l:.ess.ee shall, al·Lessea's sole cost and expense, correct ariy 
omplla~ce of ·Iha Premlsaswllh said warranlles. · ) 

I T•·"1. The Comm~ncaf!lenl Dale, E:xplrailon Dale end Original Term of.lhls Lease are as soecl!Jed In Pan!graph 1.3, 

1 ·· Possession. U lessee lolally or p~rllally occupies the Premises prior to Jhe. Commencement Dale, Ilia ~bllgallon lo pay Base Rent shall be 
d 1 iJerlocj of such early possesslqn. All other terms ol lhls L~ase, however, shall be In effeol ourlng sucn period. Any such early.possession shall not 
nor !'9vance Iha Explrallon Dale of Iha Original Term. . ~ · 

Initials 

().,- <..--

1263 



• ..,.,. .. ..,.,.,,.
1
..,

11 
....,. .. ,.., ,.., ""'t"'"""''""' ... l .,.1 .,,.., .....,....,,,,.,, ... ,,..,,..,,,..,,, • ...,.._..o, """'.:.ou1 ;::;11u:ottl 11u1. ucs 1:n .. n .. •Jc:ri..1.\11~ a11y 11a.1.11111y 

~~·r'~if~;;hitt ;~~hui;lj~~;~Jr~~i th~·~~ttdtty';ii !his Lease-. or lh.a obllgallons or Lessee hereunder. or extend Iha larm hereof, but In sµc~ case'. Less ea 
h~f · L '• I olherwlse pcovlded hare!• • obligaled to pa• ·or perform any other obllgal. if Lessee under the lerm~ of lhl fe l.lnhl. Lessor 

·~'° !l)"C.\'P. as 
1 1 10 L ssLif possession of ·emlses Is not delivered 10 l'.in..ile within sl~ly (60) days a!ler I Jmmencemenl 

~~i'1'!1_"9~~=:r;;::10~1l:~ ~~:;~,b;~~llce·I~ writing 1o Lessorwilhi~ ten11oJ days thereafter. cancel this Lease. in which even! lhe Parll"s snail p~ dlschar>Je~ 
!on':'an obll allo~ hereunder; provided, however. that If such wrlllen olloe by Lessee 1s not r~celved by Lessorwllhln said ten (10) ~ay pt1od, Lessees 
lght lo cti.n~ef this Lease shall larmlnala and be of no further force or eflecl. Except as may.be otherwise provided, and n1gardless of I hen lh~ le~m 
ictuall ,commences II ossass16n Is nol tendered 10 . Lessee when i"qulred by this Lease and Lessee does nol termlnale this Lease, as ,afores.a d, e 
iarlod~rae of Iha obllg~fon to pay Base Rent. II any, Iha! Lessee wbuld otherwise have enjoyed shall run liom Iha dale of d~llvery of p~s.sess1on and 
:onlfriue !Dr a period equal 10 what Lessee would otherwise have ~nJoyed. under the terms hereof, but minus any days of delaY. cause'.d by the acls, 

:hanges or omissions of Lessee. 

I. Rent. .. . !\ · . . I d 
4 1 Baa~ fianL Lessee shall cause payment of.Basa Rent and o her rent or charges, as the same may be adjusted frofl) l!me to lime. \a be race ve 

, · L~ssor-in la'wftd moriey al Iha Urilled states. without ollsel or dad cllon, on or before lhe day on which 11 ls du!' under the terms of lhls Lease. 8';'5• 
funt and au ·other rent and charges for any period during the term he eof which Is for less than one (1) lull caleMar monlh shall be prorat~d based upon 
18 aciuat nl.lmbar of days of the calendar nionlh Involved. Payment ,o Base Rani and Dlh~r charge~ shall be made lo Lessor al Us addres~ staled herein 
•r to stJch olh1'r parsons or al suc_h other addresses as Lessor may f om time to time designate In writing to Les~ee.. . . . . 

;, Security OeposlL u.s;ea shall deposit wllh Lessor upon exeaul~n hereof Iha Sacurlly Deposll sat forth In P~ragraph 1.7 as secµril()' for Lqsse:e's 
allhful performance of Lessee's obligations under this Lease. II Le se11 fells to pay Base Rani or other rent or charges dua hsraunde% or otherwise 
lelaulls under this Lease (as dellned In Paragraph 13.1), Lessor ma use, apply or retain all or any porllon of said Se~urlly Depos!I fort, e payment of . 
;ny amount due Lessor or to reimburse or compensate Lessor for a y llablllly, cost, expan~e. loss or damage (lncludin~ attorneys laes)j which Lessor 
nay sutter or Incur by reason thereof. JI Lessor uses or applles all or any portion of said Securlly Daposll. Lessa~ shall within Ian (10) day15 aflar wrlllen 
equesl therefor deposll moneys with Lessor sufficient to restore sald!Securlly Deposll to Iha lull amount required by this Leas~. Any lime \he Basa Rent 
icreases durlng Iha term of this Leas~, Lessee shall, upon written request from Lessor. deposit.. additional moneys wlih Lessor suflfclant lo i:ialnlaln Iha 
ama rallo beJween Iha Securlly Deposit and the Basa Rent as lhosel amounts are specified In Ilia Basic Provisions. Lessor shall not be raguired lo k1lep 
.If or any pqrl ol the Security Deposit separate from Us general accoJnts. Lessor shall. at Iha expiration or earlier la~mlnatlon ol th~ term hJ

1
raaf;and afler 

.essaa has vacated Iha P.remlses, return to Lessee (or, al·Lassor's~pllon, lo Iha lasl assignee, fl any, al Lessees lntaresl herel~). Iha.I portion of Iha 
;ecurily Oeposll nal used or applied by Lessor. Uriless otherwise expr ssly agreed In wrlling by.Less.or,oo part of Iha Security Deposit shall be considered 
J be held rn trust, to bear lnleresl or olher Increment for Us use. or lo be prepayment for any moneys lo be paid by Lessee under lhfs Lease. 

6.1 Use. Lessee shall use and occupy Iha Premises only for Iha urposes sel forth In Paragraph 1.B, or any.other use which ls compii.rable·lherelo, 
;, U5e. 1 . -
.nd for no olh.er purpose. Lessee shall not use or permit Iha. use ol I e Premises In a manner that creates waste or a nuisance, or Iha~ dl~turbs owners . 
.nd!oroccupanls of, orcau5es damage to, neighboring premi·ses .. or pro erlles. Lessor hereby agrees lo nol unreason.al:!lywllhhold ordalay1ls fOns~nl lo any 
1rtttenrequest bylessea, Lessees assigl)ees orsublenanls, and py pr spectlve assignees and subtenants of Iha Lessee, Its assignees and s~,bte[lan~s'. for a 
1adlfication al said permttled purpose for whlah ltie premises may be used or occupied, so long es the same· wlll no! Impair Iha structural mlegrlly. of the 
11provemenls an the Premises, the mechanical br electrical systems thar~ln, ls'not significantly more burdensome lo Iha Premises and l~a improvem.enls 
1.e~eon, and ls olhefV!lse permissible pursuant lo lhls Paragraph 6, II LJssor elect; to withhold such c~nsenl. Lessor.shallwll.h)n live (5) busme:ss days give a 
1ritlan imtlficatlon of same, whlclT notice shall Include an explanatlon\al Lessors reasonable obJections to Iha chan~e In use. 

6.2 }illllrdoua Sµbstances. . _.: · \ . 
(a) R•portabls Ui;sa Require Conaunt. The lerm "Hazardol.a Subalance" a.s us'ed'ln lhls Le~se shall mean any prod.uct, subs~a~ce, chemical, · 

~alerlal or waslewhosa presenc.e. nature, quantity and/or lntanslly o[~xlslence, use, manufacture, disposal, transportation, spill, release or effect, ellhar 
'Y llsell or Jn combination wllh other malerlals expected lope on the · remlses, ls ellher: (I) polenllally Injurious lo Iha public health, safely or w~lfare, Iha 
Mironmenl or Iha Premises, (II) regulated or monitored by any gave nmenlal aulhori!Y· or (ill) a basis for llablllly al Lessor to any governrlienl!il a·gency 
f"thlrd party under any appllcabhi s~alule· or common law theory. H ardous Substance shall lriclude, but not be llmHed lo, hydrocarbo1s, petroleum, 
asoline, ~de oil or any products, by-products or fractions !hereof. L~ssee shBll not engage In any ectlvlly In, on cir !!bout Iha· Pr~mlses whlf:h conslilU!es 
, Reportii.ble Use (as herelnafler defined) of Hazardous Substances w lhout !he express prior wrillen consent of Lessor and compliance In a Umely manner· 
al Lessee's sole cost end expanse) wllh all Applicable Law (as defln d In P~ragraph 6.3). "Reportable Use" shall mean (I) Iha lr.islallaUon!or use of any 
bove or below ground slorage lank, (II) Iha genaralion, possession, ~toraga, use, lransporlallon, or disposal of a Hazardous Subslanca that· requires a 
·•nrlt.lrom,.or wllh respect to which a report, nollce, registration or b~lhess P.ian Is required lo be flied wilh, any governinenlal authority. A~porlable Use 
hall also Include Lessee's being responsible for Iha presence in. on or about the Premises of a Hazardous Subslanca wlll:i respect to which any Applicable 
aw requires that a notice be given to persons entering or occupying e Premises or neighboring properties. ~ldlwllhslandlng Iha loregolngi Lessee may; 
1llhoul Lessor's prlof consent, but 111 compll>µ1ce wilh all Applicable ~aw, use any ordinary and· customary materfals reasonably required lo be used by 
.essee In the normal course al Lessee's business permllled on lhii Pre~lsas, so long as such use I~ nol a Reportable Usa and does nol expcJsd,lhe Premises 
r neighboring properllas to any meanfnglul risk of conlainlnation or d~mage or expose Lessor lo any liability therefor. In addlllon, Lessor mar (bul wilhdul 
ny obllgatlan lo do so) condition ll~ con~snl to the use or presence of any Hazardous Substance, acUvily or storage tank by Lessr>a upon L~S!lae's giving 
essor such 11ddlllonal assurances as Lassor.111 Its reasonable discrell n, deems necessary lo protect Itself, the public, lhe Premises •ind lh~ envlronm'enl 
gains! damage, contamlnaHan or Injury and/or llabillly lherillrom or lherelor, Including", but nal llmlled la, Iha Installation (and removal !lO orjbelore Lease 
xp[raUan or e11rlier termf11aUon) of reasonably nec~ssary prqleclive ~odillcalions lo the Premis~s (such as concrete encasements) and/or the deposit of 
n additlonal Security Deposit under Paragraph 5 hereof. 1 . . 

(b) Duty lo Inform Leasor. If Lessee knows, or !las reasonabl~ cause to bellava, lhal a Hazardous Sub~lance, or a condition lnva.lyll)9 or resulllng 
nm siµne, has came·to be locatad.fn, on, under or ilbaul the Premises, other than as prav[ollsfy consented lo by Lessor, Lessee· shall finroadlalafy give 
1ritten notlca or such lact lo lessor. Lessee shall also lmmedlalaly gl~e Lessor .a copy of·any slaie111ent, report, nolice, reglslrallon, application, P,ermil, 
uslness plan, [lcersa", cf aim, action pr proceeding given la, or recaive4!rom, any govemmanlal aulhorlly or private party, or persons enlerlnd or occupying 
lB Pr~mlses, concerning. the presence, spill, release, discharge ol,1\)r exposure to, any Hazardous Substance or conlamlnalfon In, on, or about the 
'ramlsas, Including but not llmllad to all such documents as may ba·Jljlvolved In any f.leporlabls Uses lnvofvlng Iha Premises. 

. (c) lndumnlflcallon. Less~e shall Indemnify, prolact, df!lend land liold L~ssor, Us agents, employees, lenders and ground lessor, ri any, and Iha 
'remlses, hamilssa lrom and against any.and all losS.cJI rents and/or dhmages, llabllllles, Judgments, cosls, claims, liens, expenses, penalUes, permits and 
ttomsy's and consultant'~ lees arising oul al or Involving any Hazard9u~ Substance or storage lank brought onlo the Premises by or for Lef;ee or under 
assea's control. Lessee's obllgallons 11nder this Paragraph 6 shall !~elude, but nol ba limited lo, the e!lects of any conlamlnallon ·or lnju,ry lo person, 
roperty or Iha environment erealad or suffered by Lessee, and Iha er! of lnvesUgallon (Including consultant's and al\omey's fees and tes~ng), removal, 
1mediaUon, resroraUon and/or abalamant lheraof, or of any conlamln lion lharefn Involved, and sh. all survive the explratlon or eatller termination of lhis 
ease, No temilnatlon, cancelfallon or release agreement entered Int by Lessor and Lessee shall release Lessee from Its obligations unqer this Lease 
ilh respect to Hazardous.Substarices er storage tanks, unless spacl cally so agreed by Lessor lnwrlllng al the lime of such agreement. · 

6.3 Lanea'•. Compliance wllh Law. Except as otherwise provld~ In this Lease, LeSS'ee, shall, al Lessee's sole cosl and expense, fully, ·diligently and 
I a Umely manner, comply with all "Applloabla Law,'' which lerm I used In lhls Lease lo Include all laws, rules, ragulil.llons, ordinances, dlrecllves, 
Jvenants, easements and restrlcqons of record, permlls, Iha .require · enls ol any eppllcabfe lira li:isuranoe underwriter or rallng bureau, and the recom· 
1end~Uons ol Lessor's engineers and/or consullanls, relaOng In any m nher lo the Premises (Including but not limited lo matters pertaining to (I) lndustrla1 
fgfane, (ii) environmental condllions on, In, under or about the Prem! as, Including sail and groundwaler condlllons, and (Ill) the use, ganerellon manu· . 
:clure, production, lnslallaUon, f!Jainlenance, iemoval, lransponallon._ ~torags, spill or-release of any Hazardous Sub'slanoa or ~torage tank), now I~ affect 
·which may hereafter come Into effect, and whalher or not refteclln~ a change In policy lrom any previously exlsllng policy. Lessee shall, wflhfn fiva (5) 
lYI\ after receipt of Lass.or's wrlllen request, provide Lessor with cap~s cl all documents and Information, fnefuding, but not l!mfled to, pennlls, reglstra
ms, m~lfesls, appllcatlons, reports and cer!ificales, evidencing Less e's compliance wllh !lllY Appllcabl.a Law specified by Lessor, and shall Immediately 
ion receipt, nqllly:.L~ssor In wrlllng (wllh coplas ol any doc_yipanls nvelved) pf any lhre~lened or aclu.al ·ctalm, notice, cflalfon, warning, complaint or 
pert per1atnlng to or Involving failure by Lessee or the Premises lo c mply with any Appllcable Law. 

6.4 lnspecllc:n; Compllar'ice. Le.sso.r ahd Lessor's Lsnderts) (as eflned If! Paragraph 8.3(a)) shall have the right to enter the Premises al,any lime, . 
Iha case of an emergency, and o!herwl~e al reasonable· limes. for I* purpose of Inspecting Iha condlllon of the Premises and for verifying corppl!ance · 

1 Lessee with this Leqse ;md all Applicable Laws (as denned In Pera raph B,3), and lo employ exp11rts endtor consullanls In connection lherewilJi andtor 
advise lessw wllh respect lo Lessee's acllvilles. lncludln\I but.not ii lied to Iha fnslallaUon, operation, use, monllorlng, maintenance, or removii.l of any 
azardou~ Substance or steraga ll!nk on or !ram the Premises. The aosls and expenses of any such Inspections shall be paid by the party reqaesling 

. une, unles;; a·l;)alault or Breaqh_ of this Leas~, violation of Appllnebl~ Law, or a cqntamlnallon, caused or materfally conlrlbuled lo by Lessee Is found 
exist or be lmmfnenl, or unless the lnsp·acl1an !s requested ~r ordered by a governmental aulhor.lly es Iha result of any sui:h existing or Imminent 

JiaUon er contamination. ·in any such case, Lessee shqll upon req~asl reimburse Lessor or Lessor's Lender, as the case· may be, for the costs and 
:penses ol such lnspacllons. , ' · 

M•lnlunanca; Repalr•i Utllfly lnalallatlons; Trade Flxluraa and ~Iterations. ' 
7.1 Lua.ea'• Obtlgallona. ! , 

(e) Subject ~o Iha provisions al Paragraphs 2.2 (Lessor's warr+nly as to condlUon), 2.3 (Lessor's ll!arranly as to compliance wllh·covenarils, ale), 
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r ·" \'1~"""1 • uvuyauuris 1u rapair1, kl 1aamaga ana aes1ruc11an1, ano ~4 (con<!ef!lnauon), Lessee shall, at Lessee's sofa. cost and ~~pansa and at all limes, 
{ef3p Jhe Pt,qmlses and every part thereof In good order, condltlpri ~nd repair, (whether or nol such nnrtlon of Iha Preml~es requmng ,--·Ir. qr Iha i;iaans 
)l'.r~pai.nP.~ Iba iama, are ra~nably or rer.. :accessible lo a, and whetha~ or no! the ne. ir such repairs occurs as a re . r Lessees use, 
•ny prior 1.sa, !he elements or Iha age or suC.,.,..orllon of lira Pr•. JS); Including, without l1mltlng tfurg'anarallty of th~ foregoing, all Bti--,,,nent or facllltl~s 
serving the PrallJises, s.uch as plumbing, haaUng, 'air conditioning, ventilating, alactrlcal, lighting facilities, boilers, hrad or unllred pressure vess~ls, fire 
sprinkler and/or standpipe and hose or other auloinallc fire extinguishing system, Including Ora alarm and/or smoke detection systems and equipment, 
lira hydrants, nxtures, walls (intartor and exterior), ceilings, .floors, windows, doors, plate glass, skylights, landscaping, -driveways, parking lots, fences, 
retaining walls, signs, sidewalks and parlways located In, on, about, or adj~csnl lo the Premises, b~l excluding Joundallons, the exterior roof and Iha 
·tructural aspects of the Premises. Lessee sh·all not cause or permit any Hazardous Subslance to be sp1ilad or released Jn, on, under or about the Premises 
llr - "-,g through ths plumblng or sanitary sewer.system) and shall promptly, at lessee's e.xpense, lake all lnvesllgatory and/or remetJ!al m>tlon raasonably 
r1 mdsd, whether or not formally. ordered or required, for Iha cleanup of any cbntamlna!lcm of, and for.the maintenance, secunty and/or monitoring 
~.. remises, Iha elements surrounding same, or neighboring properties, that was caused or maleriafly contributed to by Lessee, or partal~fng to or 
:nvoiving any Hanirdous Substance and/or stbrage Jallk brought onla th~ Premises by or for Lsssee -or under Its control Lessee, In kseplng lbe Premises 
'n good order, conoitlon.and repair, shall exercfss and perform good maintenance practices. Lessee's obllgatlqns shall Include restora~ons, replacement~ 
>r renewals when necessary to ksep Iha Premises and all Improvements thereon or a parl thereof In good ordsr, condition and stale of repair. 

(b) Lessee shall;' al Lessea's sole cost and expense, procure and maintain contracts! W!lh copies to Lsssor, In ~ustomary form and substance for, 
md with contrac1ars spscfallzlng and experienced In, the Inspection, malnlimanca and serv1~e of the lollowlng equipment an~.lmprovemenl~, II any, 
ocaled on the Premises; (I) heating, air conditioning and vsnlilatlon squlpmenl, (II) bollsr, fired or unfired pressure v~ss~Js, (111) fire. sprinkler end/or 
ilandpipa and hose or other automatic fire exllngulshlng systems, Including fire alarm and/or smoka detection, (Iv) landscaping and lrrlgaUon sysle~s, 
'.v) roof covering and drain maintenance and .(vi) asphalt arid parking fol malnlangnce. . •: . 

7.2 Lassar's'Obllgatlons. Upon receipt ol written naUce al the naed for such repairs and subjacl to Paragraph 13.5, Lessor shall, al Lessor's ~xpense, 
rnap Iha foundations exterior roof and structural aspecls of the Premises In good.order, condition and repair, Lessor shall not, ~owever, be obligated lo 
iainl the exterior su;faca ol Iha exterior walls or to maintain the windows, doors or plats glass or !pa inlarlor surface cl exterior walls. L:assor. stiall. 
10~ In any evenL have any abilgat!on ta make any repairs unlll Lessor receives written nollce of Iha need for such repairs. fl Is the lntanllon of the ParUes 
hat Iha terms of this Le11sa govern the respective obllgallons al the Parties as to maintenance and repait of the Premises. Lessee and Lesso'r expressly 
waive the·benefit al any statute now or hereafter In affect lo the extent It ls Inconsistent wllh Iha terms al this Lease with respecl lo, or which affords Lessee 
ha right lo make repairs at Iha sxpense cl Lessor or to terminate this Lease by reason of, any needed repairs. · 

7<,3 Ullllly lnstallallons; Trade Flxt11res; Al!eratlons. . · 
. (a) Darlnttlons; Consant Required. The term "Utlllty lnstallatlons" ls used In this Lease lo rel er to all carpellng, window covering~. air lines, power 

ianeis. aleclr[cal distribution, security, fire protection syslams, communlcallon systems, llghllng fixtures, healing, ventllallng, and air conditioning aqulpJJ]ent, 
ilumbi~g. arid fencing In, on or about the.Premises. The term "lrade Fixtures" shall mean Lessee's machinery and equipment that can be removed without 
laing malarlal damage to the Premises. The term "Alterations" shall mean any modification qi Iha Improvements on Iha Premises from that which are · 
irovlded by Lessor under the terms of this Lease, other than Ulllily Installations or-Trade Flxluras, whether by addition or deletion. "Leuea Owned 
~lleratton·s and/or Ullftty Jnslallallons" are defined as Allarallons and/or Ulillly lnslallliltlons made \JY lessee that are not yet owned by Lessor as defined 
n Paragraph 7.4(a~ Lessee shall not make any Altera lions or Utillly lnstaUallons In, an, under or about the Premises without Lessor's prior writlen consent. 
.essee·may, tiowevar, make non-structural UU!ily lrrslallallons to the Interior of the Premises (excluding the roof), as long as they are not visible from th-a 
iulslda:po nol lnvofva puncturing, reJocaUng or removing Iha roof or any exlsling walls, and Iha cumulative cost lhereol during l~e term of this· Lease as 
ixtendad does not exceed $25.000. · · 

(b) Conseot Any Alterations or UUllty fnst~llallons that Le.ssee shall desire to make -and which require' the consent of Iha Le~r shall be presenlad 
o !-assor In Y(rltten form with proposed detailed plans. All consenls given by Lessor, whelher by virtue of Paragraph 7.3(a) or by subsequent specllic 
:onsenL shall be aeemed conoitioned upon: (I) Lessee's acquiring all applicable permits required by governmental authorities, (ii) Iha furnishing of copies 
if -such permits together with a copy of Iha plans and spaclllcallons lor Iha Allerallon or Ullllty Jnsla!latl9n to Lessor prior lo commaitcamant of Iha work 
hereon. and (Iii) Iha conipllance by·Lessea wllh all cond!Uons of said permits In a prompt and expeditious manner. Any Allerallon~ or Ullllly Installations 
!Y Lass~a during the term of this Lease shalt be done In a good and workmanlike man'ner, with good and ~ufllclant malarlals. and in compllanca wllh all 
\ppllcabla Law. Lessee shall promptly upon completion lhareol furnish Lessor wllh as-built plans and speclticallons therefor. Lessor may (bu! without 
ibllgatlon lo do so) condition its consent to any requested Allaratlon or Utillly Installation Iha! cas!S $10,000 or more upon Lessee's providing Lessor Wiiii 
1 lien and compleUon bond In an amount equal to one and one-hall limes Iha esllmaled cost of such Alteration or Utlllty Installation and/or upon Lessee's 
iosling an additional Securlly Depos.ft Wilh Lasser under Paragraph 36 hereof. 

(!') lndemnlflcallon. Lassea shall pay, when dua, ell claims for labor or materials furnished or alleged to have been furnish ad to o.r !or Lessee at or 
or use o'n the.Premises, which daims are or may be secured by any mechanics' or materialmen's lien against Iha Premises or any lnlerest therein. Lessee 
;hall ntva Le~sor not lass than ten (10) days' nollce prior to the commencement of any work In, on or about Iha Premises; and Lessor shall have the right 
o •llces of non·responsibilily In or an the Premises as provided by law. If J.essee shall, In good faith, contest the validity al any such llan, claim or 
la hen Lessoo shall, al its sole expense defend and protect llsell; Lessor and Iha Premises against Iha same and shall pay and satl~ly any such 
1dv~ ..• JUdgmenl that may· qa rendered thereon before Iha enforcement thereof against the Lessor or the Premises, If Lessor shall require, Lessa a shall 
urnish to Lessor a surety qond satisfactory ta Lessor· In an amount equal la on.a and one"hall times Iha amount of such contested lien claim or demand, 
ndamni.lylng Lessor against Jiabillty for !hp same, as ·required by law for Iha holding of the Premises free from the effect of such lien or claim. In addillon, 
.assor may require Lessee to pay Lessor's allorney's fees and costs ln parUclpallng in such action if Lessor shall decide It is to Its bast Interest to do so. 

7.4 Ownership; Removal; surre'ndar; end Restoration. ' 
· (?l OwneniJ:l~P- Su~!~ lo Lessor's right ta require their removal or ba~ome the o~nar th~reof as herelnaller provided In !his Paragraph 7.4, 
Lil Alleral1ons and U1ihly Additions m.ade to Iha Premises by Lessee· shall be Iha properly of and owned by Lessee, but considered a par! of Iha Premises . 
.a$sor may, at any time and at Its option, elect In wrllln9 la Lessee to ba the owner ol all or any· specified part .of the Lessee Owned Alleralions 
ind Utility lnstallalions. Unless otherwise lnslructed par subparagraph 7.4(b) hereof, all Lessee Owned Alleralions and Ullllty lnstallallons shall, al Iha · 
1xpirafian·or earlier termination cl this Lease, beGome the propsrty of Lessor and remain u'pan and be surrendered by Lessee wilh Iha Premises. 

(b) RemOVlll. Unless otne.rwlse agreed In wrllln!J, Lessor may raq~lre that any ar all Lessee Owned Alterations or Utility Installations be removed 
1y. Iha· expiration or earlier tanninatlon of this Lease, notwithstanding their lnslallallon may have been consented to by Lessor. Lessor may require Iha 
emoval al any time of all or any part ol any Lessee Owned Alterations or Ullllty Installations mads wllhout Iha required consent al Lessor. . . 

(c) Surrender/Aeatorat!on. Lessee shall surrender lhe Premises by the ~nd of Ilia lasl day of Iha Lease term or any earliat termination dale with 
111 of the·lmpi:ovements, parts and surfaces uiereof clean and· free q'I debris and In good operatlng order, condlllon and state of repalr, ordinary wea~ and 
ear excepted, "On:llnarywear end_ tear" shall not Include any qamage or daterlorallon that would have bean prevented by good maintenance practice or 
1y Lassee performing all or Its ob!igations under lhls Lease. Except as otherwise agreed or specified In writing by Lessor, the Premises, as surrendered, 
:hall Include the ~Ullty lnstallalions. The obllgallon of Lessee shall Include the repair of any damage gccasioned by the instalfatlon, i;nalntenance or 
emovai of Lessees Trade Fl~turea, furnishings, equipment, and Alterations and/or Ulllily Installations, as wall as Iha removal al any storage tank Installed 
1y or for Lessa!', and the removal, replacement, or remediation of any soJI, material or ground waler contamlnatep by lessee, ell as may then be required 
1y.Applicable Law iµid/or gqod service practice. Lessee's Trade Fixtures shall remain the property of Lasses and shall be removed by Lessee sublect ro Its 
bllgatiol] ta r~pair and restore the Premises per this L.ease. · 
• lnsuran.ce; Indemnity. 

6.1 Payment of Premium lncreas~11. . . 
(a) Lass ea shall pay Jo Lessor any ln~urance cast Increase ("Insurance Cost lnc(easa") occurring during the term of this Lease, "Insurance Cost 

1crease" is definecl as any Jncreasa In the l;lctual cost of the Insurance required under Paragraphs 8.2(p), B.3(a} and B.3(b). ("Required Insurance"), aver 
nd above Iha Base Premium, as hereinafter denned, calculated on an annual basis. "Insurance Cost lncreasa'' shall Include, but not be limited to Increases 
isµlllng from Iha nature of Lessee'~ occupancy, any act or omission of Lessee, requirements of tlia holder of a mortgage or deed of trust c~verlng the 
'remises. increased valuallon of the Premises, and/or a p~emlum rate Increase. II !he parties Insert a dollar. amount In Paragraph 1.9, such amount shall be 
onsldered the "Basa Premium." In lieu thereof, ll lhe Premises have bean previously occupied, the "Base Premium" shall be the annual premium applicable 
1 lhe most recent occupancy. Jr.Iha P(emlses .have nev~r be~n occuP,led, Iha "Basa Premium" shall be the Jowes\ f!nnuaJ premium raa~onably'oblalnabla· 
ir Iha Requlrad·lnsurance as or lhe commencement ol Iha Orlglnal Term. assuming the most nominal usa possible of the.Premises. In no avant, however, 
hall Lessee be r~sponsl!ile for any partlon of Iha pre{lllum cost attributable to llabllity Insurance covarll!Je In excass of $1,000.000 procured under 
aragraph B,2(b) (Liabllily Insurance Carried By Lessor). · · 

(b) Lessee shall pay any sucl:l lnsuranca Cost Increase lo Lessor within thirty (30) days ?tier receipt by Lessee ol a copy of Iha premlu~ sl~temant· 
r other reasonable evidence of Iha amount due. If the Insurance policies maintained heteunder cove(olher properly besides Iha Premises Lessdr shall 
Isa deliver lo lessee a slalerri~nt of the amount of such Insurance Cost lncrea~a allribulable only lo Iha Premises showing In reasonable deiall !Ha 
1ann,er.l? wh~ch.such. amount was c"mputed. Premiums for pol)cy periods commenchig prior to. or extending beyond, Iha !erm·ar this Lease shall be· 
rare 1 comclda wllh Iha corresponding Commencement or Explrallon al the Lease term. 

I bllJty Insurance. · 
_·I CaQlad by L~s~ee. Ll'sssa ~hall obtain and keep In force during the !arm of this Lease a Commercial General Uablllly policy of Insurance' 

rolactln~ L.ess~e and Lessor 1a~ an additional Insured) agillnst claims for bodily Injury, personal Injury and properly damage based upon, Involving 6r • 
rising put of thl' ownership, us'!. occupancy or maintenance of the Premises and all areas appurlenant thereto. Such Insurance shall ba on an occurrence 
asls providing single limit coverage In an amount not Jass than $1,00o,'ooo per occurrence with an ':-\ddtllonal Insured-Managers or Lessors of@ses" 

· lnlllals · 
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fnlra·lnsurad exclusions as between Insured persons or organizations, but shall lncl11da coverage for llablllly assum,·· ··~der L~is Lease 
ai:'.iih "lnsumd contract" for the perlonnancr ·.essee's lader obllgallons under lhis Lease.~ llmlls of said Insurance requi ' this Lease or 
as carrled'.by-Lessee shall nol however. Umlt-....Jllablllly of Les ,or relieve Lessee of any obllga-non hereunder. All Insurance lo bt. __ .-rlad by Lessee 
!>hall be primary lo and nol C011tripulory wllh any simllar Insurance carried by Lessor. whose fns~ranca shall be considered ~xcess Insurance only. 
: (b) Carried By Lessor: In the even! Lessor ls the Insuring Party, ·Lasser shall also inalnlaln Jlabllily Insurance described ln Paragraph B.2(a), above, 
In addlllon to, and not In lieu of. Ille Insurance required lo be maintained by_ Lessee. Lessee shall not be named as an additional Insured therein. 

. 6.3 Properiy lnsuranca-Bulli:llng, Improvements and Rent11I Value. · . 
(a) Blllldlng and Improvements. The Insuring Party sMif oolain and keep In force during.the term of this Lease a p~~lcy or pollcf,•s.ln th.• name 

.oiLassor, with loss payable to Lessor and to Iha holders or any mortgages, ~aeds of lrust or ground leases 9n Iha.Premises ( Lender(s) ), insuring !?ss 
or damage fa the Premises. 11Je amount of such Insurance shall pa equal to Iha lull replacement cost of Iha Premises, as the same shall exlsl from l1ma 
to lime,. or !fie amount requlrett by 1.enders, btit Jn no evehl more' than Iha co~merclally reasonable and available Insurable value !hereof if. by raas?n 
al Iha unique nalure or age al me Improvements Involved. such faller amount 1s less than Juli replacement cost. Lessee Owned Alterallons and Ullhly 
Installations shall be insured bv Lessee under Paragraph 6.4. Ir Iha coverage is available and commercially appropriate, such policy or·poliQies shall·lnsure 
against all risks al direct pbysicat loss or damage {excapl Iha peril~ of nood ano:or ear'lhquake unless required. by a Lender). lnclu~lng coverage for .~ny 
addlllonal costs resulting from oabrls removal and reasonable amounts of coverage for Iha enforcement of any ordinance or Jaw regulalmg t~a reconslruct1on 
or replacement of any undamagect sections of Iha Premises required lo be demol1shed,or removed by reason of the enforcement of any bulleting. z.onlng, 
safely or land use laws as tne resuli of a covered cause of Joss. bul not including plate glass lns.urance. Said policy or policies shall also contain ~n 
agreed valuation provision In lieu of any coinsurance clause, waiver of subrogmion. and lnflallon guard protection causing an mcraasa in the annu~J, 
properly Insurance 'coverage amount by a racier al no! Jess than the adjusted· U.S. Departmanl cl Labor Consumer Price Index for All Urban Consumers for 
ihe clly nearest lo wbere Iha Premises are located: . , · . . 

(b) Rental Value, Lessor shall. Jn addllion. ablaln and keep In force during the term of this Lea~a a policy or policies In Iha naliJJe of lessor, wllh 
toss payable to Lessor and Lender{s), Insuring the loss of the lull renlal .and olher charges 11ayabl!' by Lessee .lo Less?r under this Lease for one (1) year 
(Including all real eslale taxes. insurance costs. and any scheduled renlal Increases). Said Insurance shall provld.e lhal in the evenl lhe Lease Is termlnaled 
by reason ot an Insured Joss. me period of Jndemnily for such coverage shall be exleRded b~yond the dale of Iha complellon of repairs or repfacemenl 
of the Premises, to provld~ for one full year's loss of rental revenues from Iha dale of any such loss. Said insurance shall contain an agreed valuation. provision 
in lieu al any coinsurance clause, and the amount of coverage shall be adjusted annually lo reflect Iha projecled renlal Income. property laxes. insurance 
premium costs and olher expenses. II any, otherwise payable by Lessee, for Iha nexl twelve (12) month period. · 

(c) Adjacent Premises. If the Premises are par! of a larger building, or If lhe Premises ere part of a group of bulldlngs owned by Lessor which 
are adjac~nl to Iha Premises. the Lessee shall pay for any increase in !he premiums for th~ properly Insurance of such building or buildings if saitj 
Increase is caused by Lessae·s acts, omissions, use or occupancy of Iha Premises. · 

(d) Tenant'a lmprovemenls. Since Lessor is the Insuring Party, the Lessor shall nol be required lo Insure Lessee Owned Alteralions and Utility 
lnslallatlons unless the item in quesllon has become Iha properly of Lessor under the terms of lhls Lease, .. 

8.4 Lessee's Properly lns11rance. Subject to the requirements of Paragraph B.5, Lessee al ils cost shall ejlher by separate policy or, al Lessor's opllon, 
by endorsement to a policy already carried, maintain Insurance coverage an all of Lessee's pe.rsonal properly, Lessee Owned.Allerallons and Utility 
lnslellallons In, on, or aqout Iha Premises similar In coverage to !hat catrfed by lhe Insuring Party under Paragraph 6.3. Such Insurance shall.be full 
replacement·posl coverage Wim a deductible of not lo exceed $1,000 per occurrence. The proceeds from any such Insurance shall be used by lessee for 
Iha replacamenl of personal property or Iha reslorallon of Lessee Owned Alleralions and Ullllly lnstallallons. Lesses shall be the Insuring Party wilh respect 
lo th a Insurance required by this Paragraph B.4 and shall provide Lessor wilh wrilten evidence that such Insurance Is In force. . 
. · :6.5 lnaurance Policies. insurance required hereunder shall be In-companies duly licensed 'ra lransacl business In lhe state where tha Premises are 
ocaled, and maintalrying during the policy term a "General Policyholders Raling" of.al least B+, V. or such other rating as may be required by a Lender 
iavlng a lien on the Premises. as si;il lorth IQ the most currenl Issue of "Best's Insurance Golde." Lessee shall not do or permtt ta be done anything which 
;hall lnvalldale !he Insurance policies referred to In this Paragraph B. Lessee shall cause lo be delivered lo Lessor cerUlled copies of, or cerlillcales 
ivldenclng the existence and amaun.ts of, the Insurance, and with !he· eddJUonal Insureds, required under Paragraph B.2(a) and B.4. No such·policy' shall 
le cancelabla or subject lo IJlOdincatlon except after lhlr!y (30) days prior wrlllen nollce lo Lessor. Lessee shall al leasl thirty (30) days prior to the 
1xplrallon of such policies, furnish Lessor wilh evidence of renewals or "Insurance binders" evidencing renewal !hereof, or Lessor may order such 
nsurance and.charge the cost tharaof to Lessee, wlJlch amount shall be payable by.Lessee to Lessor upon demand. 

6,6 Waiver of SubrogaUoo. Without affecting any other rlghls or remadles, l..essee and Le.Sor ("Waiving PartY:'l each hereby rel~asa·and relieve Iha 
1lher, and waive !heir entire right to recover damages (l'(hether In conlracl or In tori) against Iha olhar.· for loss of or damage to Iha Waiving Party's properly 
irising out of or Incident to the perils required to be Insured against under Paragraph B. The effecl of such releases and waivers of Iha right to recover 
lamages shall not be llrnlled by Iha amount of Insurance carried or required, or by any deducllbles applicable lherelo. · 

B.7 lndemnlly. Except for Lessor's negligence and/or breach of express wa!ran!las, Lessee shall Indemnify, protect, defend and hold harmless tits 
'remlses, Lessor and lls agenls, Lessor's master or ground lessor, partners and Lenders, from and agalnsl any and Jlil claims, Joss of rents and/or 
lamages, cqsls, lleris, jud!J.ments, penalties, permits, attorney's and consultant's fees, expenses end/or llabllllles arising out of, involving, or In dealing with, 
he oe<;Upancy 9f the Prpmlses by Lessee, !he conduct of L~ssee's business, any act, omission or neglect of Lessee, Jls agenls, contractors, employees 
1r lnvilaes, and out qf any Default or Breach by Lessee In Iha perfonnance In a timely manner of any obllgallon on Lessee's part lo be .performed under 
ifs Lease. The foregoing shall Include, but not be limited to, Iha defense or pursuit of any claim or any.action or proceeding Involved !herein, and whether 
1r not (In Iha case of claims made against Lessor) lltigaled find/or reduced to Judgment, and whetherw~ll founded cir no!. In case any action or proceeding 
1e brought against Lessor by reason of any of Iha foregoing mallers, Lessee upon nollce from Lessor shall defend Iha same al Lessee's expense by 
ounsel rnasonably satisfactory lo Lessor end ·Lessor shall co opera le with Less ea in such defense. Lessor need not have firsl paid any such claim In 
•rder to be sp lndemnlned. · · 
· B.B Exemplla!l al lellllor from liability. Lessor shall not be liable for !~jury or damage ta the parspn or goods, wares, merc~andfse or other properly 

I Lessee, Lessee's employees. contracton;, lnvilees, cuslomers, or any other person Jn or aooul the Premises, whether such damage or· Injury Is caused 
y or results from Hra, steam. efectrlclty, gas, W')ter or rain, or from lhe 'fireakage, leakage, obstruction or other defects of pipes, fire sprinklers, wires, 
ppllances, plumqfng, air conditioning or fighting fixtures, or from any other cause, whelher the said Injury or damage results from conditions arising upon 
1a Premises or upon other poctions of the building of which the Premises are a part, or from other sources or places, and regardless of whether Iha cause 
I such damage or Injury or !he means of repairing Iha same Is accessible or not LeSSGr shall not be liable 'for any damages arising from any act or· 
egfec! of any other tenant o/ 1-essor. Notwithstanding Lessor's negllgence or breach of !his Lease, Lessor shall under no circumstances be liable for 
1jury lo Lessee's busln°ass or for any loss of Income or profil lt)erefrom. · 

, Damage or Deatructlon .. 
9,1 D.ellnltlons. , , 

(aJ "Premise~ Partial Damage" shall mean damage or deslryctlon lo Iha lmprovamanls on Iha Premises, other than Lessee Owned Nlerallans 
id UUll!y Installations, the repair cost of which damage or deslructlon Is Jess than 50% of Iha lhen Replacamenl Casi of the Premises Jmmedlalely prior 
such' damage or destructloo.. excluding from •uch calculation Iha vnlue of Iha land and Lessee Owned AlleraUone and Ullllly Installations. 

(b) "Premises Tcital Destruction" shall mean damage ordeslru~llon to the Premises, o!!Jer lhan L~s.see Owned Alleral!ons and Ulll!ly Jnstallallons 
e repair cost of which damage or destruction Is 50% or more of Iha lhen Replacement Casi of Iha Premises lmmedla!ely piior to such damage or 
•struc!lon, excf11dlng from S\ld1 calculation the value of the land and Lessee Owned Allerallons and Ulillty lnslallatlons. 

(c) "lnsured°Lasli" shall mean damage or destruction lo lmprovemenls on Iha Premises, o!he~ Iha~ Lessee Owned Alleralians and Utility ltislal· 
llons, which was caused by an.event required to be covered by the Insurance described In Paragraph 6.3(a), lrrespecllY.e of any dedHctlble amounts or 
1verage limits Involved. · 

(d) "Replacement east" ~hall mean th£! cost lo repair or rebuild Iha improvam~nts owned by Lessor at Iha time al lh~ occurr~nce lo their condition 
l:;tlng tmrnedlately prior ~ere10, Including demolition, debris removal and upgrading required by Iha operaUon of applicable building codes, on:linancas 
laws, and without deduction for depreciation, , 

(~) "H~rdaua S4bstance Condl!lon" sfJaJl'meari Iha qcc4rr_enqe 9r dl~covery of a condition Involving the presence of, or a conlamlnatlon by, 
;f!Zardous Sub~lanca as d~~ned In' Paragraph 6.2(!l), In, on, or under Iha Preljilses: . · · . · 
9.2 Partial Damage-lns;ired Lou, If a Premises Parllaf Damage Iha! Is an Insured Loss occurs, then Lessor shall, al Lessor's expense rep~lr such 

mage (but not Lessee's Trade Fixtures or Lessee Owned Alleratlons and Ullliy lnslalli>llons) as soon as reasonably possible and this 
0

Laas'a
1 
shall 

nllnue In lull force and effect. Nolwllhslandlng the foregoing, II the required Insurance was no! In force or Iha Insurance proceeds are no! sufficlpnl lo 
·act sucfl repair. the Insuring Party shall promptly con!rlbule Iha shortage In proceeds. as and when required lo complale said repairs. Jn the avenl, · 
waver, Iha shortage In proceeds was dua lo the fact lhat, by reason of the unique n~ture of Iha lmprovemenls, full replacement cost Insurance coverage 
iS not commercially reasona.ble and available, Lessor shall have no obllgallon lo pay far the shortage In insurance proceeds or lb·fully'reslore· lha unfgue . 
pacts of the PremlS'es unless Lessee provldes·Lessor wllh Iha funds lo cover same, or adequate assurance thereof, wllhin ten (10) days following receipt 
wrlllen notice of such shonage an'd 'request therefor. II Lessor receives said funds. or adequate ·assurance thereof within said ten (1 O).day period Iha 
rty responsible for making me rap'!oirs shall complele them as soon as reasonably posslble and !his Lease shall remain In full force and effect. II Le

0

ssor 
es nol·recalva such funds or assurance·wilhln said period, Lessor may neverlheless elect by wrllten ncillce to Lessee wilhln ten (10) days lhareaffer 
make s.Uch res!orallon ana repafr·as Is commercially reasonable with Lessor paying any shortage in proceeds, In which case this Lease shall remain In 
I !area and.elf act. If In such case Lessor 1l9as not so elect, then this Lease shalf lermlnale sixty (BO) days following lhe occurr~nce 'or Iha damage or 
strucUon, Unlaaa olherwlsa agreed, Lessee shall In no even! have any rlghl lo reimbursement from Lessor for any funds contrlbuled by Les~epafr 
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...... ¥ --·· _ ...... ~~- -· .......... u ............ 11., 1grn•c'CliOI 1 a.1 u1:2.1 utt1111:1y1:2 uuts LU uuuu or earmquEll{e snan oa subject to Paragraph 9.3 ralhar than Para~raph 9.2, 
notwflh~[and,lng llJat lh~ra may be 69ma lnsunmce coverage, bu! the. net proceeds or any such .1nsv~'lca shall be made available !or °"q reprurs It marle 
by.e.llhar P.arly. · . . . ......., . · . . 
., a.3 Partial Damaga-Unmuri>d Loaa. Wremlses Parlk dmage Iha! Is not an Insured Loss occurs, unless causeq by a neg .. ~•nt or willful· act ~f 
. lessee (In which event Lessaa shall make the repairs at Lessee's expense and !his Lea~e s)lall co~Unu~ In full rorce and effect, b~ subject lo Lessor• 
rtghts under Paragraph 13), Lessor may al Lessor's opl!on, either: (I) repair such damage as soon as reasonabJy·posslble at Lessors expense, In which 
event lhls Lease shall conUnue in full force and elfect, or (II) give wrltlen nollca to Lessee within lhirty (30) days after recelpl by L~r of knowledge or 
the 1>ccurrence of such damage of Lessor's dasfra to terminate this Leas~ as of the date sixty (60) days following the giving of sucl) noUca. I'! Iha event 
Lessor elecls to give such notice of Lessbr's Intention lo temillilita tlils Lease, Lessee shall have the right within !en (10) days aH~r the receipt of such 
no•'-- lo give wrlllen notice to Lessor of Lessee's commllment to pay tor lhe rep~ir of '!uch damage mtally at lesS!JBS expanse and without relrnburs,eme~I 
f ssor. Lessee shall provide Lessor wilh the required funds or satisfactory assurance !hereof within lhlrty (30) days following Lessee.s ~ard 
< nenL In such event !his Lease shall conUnue In full force and elfe<;I, and Lessor shell proceed lo rriak• such repairs as soon as reasona:*f possible 
an ... _,e required filnds pre available. If La5see does nol give such nollce and provide Iha funds or assurance thereof within .the times specified llbova, 
this Lease ·shall lermlnale as of the date specified In ~essor's no lice of termlnalfon. · . . , . 

9.4 Tola! Daatrucllon. Notwilhstaridlng any other prov,lslon hereof, If a Premises Tola! Desbuciion occurs (Including· any desbucilon rE!'llJlred by any 
aulhorlzed public aulhorlty), this Lease.shall terminate sixty (60) days following the date of such Premises Total Destruction; whetheror not the damage 
or.destrucUon Is an Insured Loss or was caused by a negllgenl or willful act of Lessee, In Iha event, however, thal Iha damage or destruction was caused 
by Lessee, Lessor shall have the right la recover Lessor's damage.s from Lessee except as rala.ased and waived In Paragr~ph B.6. . . . , . 

9.5 Damage Near End oi Tann. It af any time during Iha last six (6) months of the term. of this Lease th~ra Is damage for which Iha cos! lo rap.pr 
exceeds one (1) month's Basa Rent, whether or not an Insured Uiss, Lessor niay. at Lessor's opUon. terminate this Lease •f!ectlve sixty (60) days following 
Iha date of occurrence of such daniaga by giving wrilten notice to Lessee of Lessor's election to do s_o within thirty (30) days alter the date of occurrence 
of such damage. Provided, however, ·11 Lessee at that time has an exercisable opllon to ·extend this ~ease o~ to. purchase the Premises, then Lassee 
may preserve this Lease by, within twenty (20) days lollowlng the occurrence of the damage, or berore Iha exp1rat1on of the time provided In such optic~ 
for Its exercise, w.hlchever I~ earlier ("Exercise Period"), (!) exerclsln(! such option and (II) providing Lessor wllh any shortage In Insurance proc~eds (or 
adequala assurance !hereof) needed ta make the repairs. It Lessee duly exercises such opUon during said Exercise Period and provides Lessor with funds 
(or adequate assurance Ulereol) to cover any shortage Jn Insurance proceeds, Lessor shall, al Les;;o~'s expense repair such damage as soon es re":"onab!Y· . 
possible and this Lease shall continue In full force and effect. If Lessee fails lo exercise such option ahd provide such tunds. or assorance dunng srud 
Exercise Period than Lessor may at Lessor-'s option termlnale .!his Lease as of Iha axpirallon of said sixty (60) day period following. the occurrence of 
such d\lmage by giving wrltt~n notlce to Lessee of L~ssor's eleclfon to do so wflhln ten (10) days arter !ha expiration of the Exercl~e Period, notwithslanding 
any teirn or provision In the grant of option to the contrary. · · 

9.6 Abatement of ijenl; LeUee'a Remedies, 
(a) In oie event of damage described In Paragraph 9.2 (Parllal Damage-Insured), whether or not Lei~sor or L~ssee r~palrs or rastores Iha 

Premises, Iha Base Rent, Real Property Taxes, Insurance premiums, and other charges, ff any; payable by Lessee hereunder for the period during whl.ch 
such damage, 1"1 repair or Iha reslorallon conllnues (not to exceed Iha period for which renlal value Insurance Is required und?r Paragraph 8.3(b)), shall 
be abated In proportion to the degree lo which Lessee's use or the Premises ls' Impaired. Except for ab.~tement or Basa Rent, Real Property Taxes, · 
Insurance premiums, and other charges, If any, as aforesaid, all other obligations or Lessee hereunder shall be performed by Lessee, and Lessee shall 
have no claim again.st Lessor for any damage sulfered by reason of any such repair or restoration. 
· (b) II Lessor shall be obligated lo repair or res lore the .Premises under lha provisions of !his Paragraph 9 and shall not commence, In a suba!.r•ntial 
and meaningful way, Iha repair or resloraUon of the Premises within ninety (90) days after such obllgallon shall accrue, Lessee may, at any time prior lo 
Iha cpmniencemanl of such repair or restorallon, give wrlllen nollca lo L~ssor and to any Lenders of which Lessa a has actual notice al Lesse-a'G eleclion 
lo terminate this Lease on a date not lass than slxly (60) days following Iha ylvlng of such notice. 11 Lessee gives such notice to Lessor and su.ch .Lenders 
and such repair or restoration Is not commenced within lhlrly (30) days after receipt of such notice. lhls Lease shall terminate .as of the data specilled In 
said notice. 11 Lessor or a Lender commences the repair or restoratlon of the Pramlses within thirty t30) days after receipt of such notice, this Lease shall 
continua In full forca and elfect. "Commence" as used in !hi~ Pan!Qraph shall mean allher Iha uncondltlonal aulhorlzatlon of Iha preparation ol the 
required plans, or the beginning ol the actu;U work on the Premises, whichever first occurs. · · . 

9.7 H~rd.o.us -Subslance Conditions. It a Hazardous Substance Condlllon occurs, unless Lessee Is legally responsible lherefor (In Which case 
Lessea shall make the lnvestig~lian and remedlalion thereof required by Applcabla Law and this Lease shall continue In lull force.and eflect, but subject 
la Lessor.'• rights under Paragrapll 13), Lessor may at Lessor's ·opllon either (I) Investigate and remedial a such Hazardous Substance CondlUon, ff required, · 
B1l soo.n as raasanabiy·posslbla at Lessor's expense, in which event lhls Lease shall continue In full rorce and e!Urct, or (ii) It Iha astlmated costlo'lnvestlgate 
and remedlate suet) condlUon exceeds lwelve.(12) limes Iha then monlhly Base flan! or $100,000, whichever ls greater, g!ve wlilten notice to.Lessae wllhin 
thlrtv 130) days afler receipt ~y Lessor of knowledge of the occurrence of such Hazardous Substance Condillon of Lessor's desire to terminate !his Lease 
a: dale sixty (60) days following the giving of such notice. In the event Lessor elects to give such notice of Lessor's Intention to terml11ate this Lease, 
Lt hall have the right within ten (10) days· after Iha receipt of such notice to give written notice to Le;;sor of Lessee's camrnllmenl to pay for the 
in~, ddllon and remedlaUon of such Hazardous Supstance Condlllon tolally at Lessee's expense and without reimbursement from Lessor except'lo Iha 
axtenl of 11n amount equal to twelve (12) Umes Iha then monthly Base Rani or $100,000, whichever is grealer. Lessee shall provide Lessor With the lunds 
esquired of Lessee or satlsfacioiy assurance thereof wilhln lhlrty (30) days lollowlng Lessee's said commitment. In such event lhls Lease shalf conUnue 
'n full force and effect, and Lessor shall proceed lo make such lnvestlgallon and remeillalion as soon as reasonably possible and the required funds are 
ava,llable. It Lessee does not give such not!ce and provllf.e the required funds or assurance thereof wllhln the times sp~clrlad above, this LBase shall 
:ermhiate as of the date specified In Lessor's nollce ol letminallon. II a Hazardous Substanc~ Conoitioh occurs tor which Lessee Is not legally responsible, 
:here shall be abatement or Lessa e's obligations under this Lease to llia same extant as provided in Paragraph 9.B(a) tor a period ol not lo exceed twelve (12) 
nonths. · 

13.fi Termlnatlon-A!fvance Payme!1ts. Upon termlrrallon of ihls Lease pu~suant to !his Paragraph 9, '!" equllable·adjustmentshall be made c:tmcerning 
advance Sase Ren! and any olher'advence payments made by Lessea to Lessor. Lessor shall, In addition, relurn to Lessee so much of Lessee's Security 
Jeposlt as has not ba~n. or ls not then required la be, used by Lessor under the terms of this Lease. 

~.9 Waive Slalules. Lessor and Lessee agree that. ll]e terms of this Lease shall govern the effect of any damage to or dastrucilon of lh~ Premises 
vlth rasped to lha termlnaUon of !his Lease and hereby waive the provisions of any present or future statula'.19 Iha extant lnconsislenl herewith. · 

ID. Real Properly'TllXUB. 
10.1 (a) Payment ol Troces.. Lessor shall pay the Real ProperlyTaxes, as dellnad In Paragraph i 0.2, applicable to Iha .Premises; provided, howev~r, Iha! 

.essee :;hall pay, In addlllon to reJJt, Iha amount, If any, by which Real Properly Taxes applicable to the Premises increase over the fiscal tax year during 
vhlch the Commencement Oats oc:curs (''Tax Increase"). Subject to Paragraph 10.1 (b), payment or any suph Tax Increase shall be made by Lessee wllhln 
hlrty (3.0) days after.receipt al Lessor's wr.fllen statement setting forth the amou.nt due and the computation thereof. Lessee shall promptly furnish Lasser 
vlth sat1sl~ctory evldenGe that :;uch taxes have been paid. If any such taxes ta be paid by Lessee shall.cover any period of lime prior to or after Ille explrallon 
tr earlier t~rmlnatlon of-the term hereof, Lessee's share of such taxes s~all be equitably prorated Ip cover only Iha period of lime within Iha tiix fiscal year 
1ls Lease Is in effect, and Lessor shall reimburse Lessee for any overpayment alter such proration. 

(b),Adva!'ce Payment.Jn order lo Insure paymant when due and before .delinquency ol any or all Real Property Taxes, Lessor reserves the right, 
.I Lessor's Ofltlon, lo estimate Iha current Real Properly Taxes .applicable to the Premises, f!nd IO require such current year:S Tax lnctease to l'.Je paid in 
dvance to Lessor by Lessee. either: (I) In a lump sum amount equal lo the amount due, at least twenly (20) days prior to Iha applicable delinquency dale, 
r (II) ~onthly In advance with the payman! of the Base Rani. II Lessor elects lo require payment monlhly In advance, the monthly payment shall be Iha{ 
qual i:ionthly amount which, over the number ol monlhs remaining before Iha mo~lh In which Iha applicable tax lnstallmsnt would be9ome dellnqueril 
ind w1lhout lnlerast thereon), would provide a fund large enough lo fully discharge be lore delinquency lhe· esUma!ed Tax Increase to be paid. When Iha 
ctual amount of the applicable Tax lnccease ls known, the amount of such equal monthly advance payment shall be adjusled as required lo provide the 
ind needed lo pay the applicable Tax lnoreiisa before delinquency. If lhe amounts paid fo Lessor oy Lessee under !he provisions or this Paragraph are 
1sulficlent to discharge the ob)igaUon~ of Lassee to pay such Tax lhcrease as Iha same becomes cue, Lessee shall pay lo Lessor, upon Lessor's demand, 
uch addlllan.al sums as are necessary to pay such obligation. All moneys paid to Lessor under this Paragraph may be Intermingled wilh other moneys of 
essor and ~hall not bear lnteresl, In !Me even! of a Breach by LeSSJla In the performance of the aDJ!gallons qf Lessee 4nder this Lease, lh~n any balance 
I funds paid lo Lessor under Ille provisions QI lhls f'aragraph may, subject lo· prorallon as provided In Paragraph 10,1 (a), at the opllon or Lessor, be 
eatad as an additional Secumy Deposll under Paragraph 5. 

(c) Addltlol)al lmprovemente. Notwllhstandlng Paragraph 10.1 (a) here'of, Lessee shall oay to Lessor upon dJJmand there I or Iha enUrefy al any 
,crease In Real Properly 'faxes assessed by reason of A!leratlons or Ulillly lnslallatlons placed uoon Iha Premises by Lessee or at lessee's req~ast. 

10.2 ~e~lnltlon of "Asal f"ropwty Tax=" A~ used herein, the term "Re at Property Truces" shall irdude any form.of real estate lax or assessmem, general. 
ieclal, ordinary or extraordinary. and' any license lea, commercial rental lax, Improvement bona or bonds, levy or tax (o.lher lhan inherflance, parsonal 
car- "r estate taxes) lmpo~ed upon the Premises by any aulhorlty having Iha direct or lnmrect power lo tax, Including any city, state or lederel 
iv it, or any school, a~ncullural, sanllary, fire, slreet, drainage or olher Improvement dlsbicl thereof, levied .against any legal or equllable lnlares1 
I l in the Premises or •n Iha real properly of which the Premises are· a part, Lessor's right to rent or other Income therefrom, and/or Lessor's 
Jsfnu"~ of 1.~aslng Iha Pramlses. The term "Real Property Taxes" shall also Include any tax, fee. levy, assessmenl or charge, or any Increase !herein 
1posed by reason al events occurring, or changes In applicable law laking effect, during Iha term ot this Lease, Including but nol llmlted to a chang~ . 
1 Iha ownership of Iha Premlsas or In Iha Improvements thereon, the exeo~llon of this Lease, or any modlOcatfon. amendment or transfer thereof, and 
hethar or not contemplated by Iha Parlles. · · · ·~ 

lnfllals 
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"~" .,uuu 11,,.,.QnmeFJL 11 me t'remises are not separately assessed, Lessee's lla~Jllly shall be an equilabJe propor!lon o• t,e Real Property Taxes for 
B.!1.-bf lhe. lmi~·arid Improvements Included wlH1In the tax parcel ~~sassed, such'proporllofflD'ba. r~termined by Lessor fro'TI the re- -cdve valuations 
asiljjned'in th!! assessor's worn sheets or, ·other Informs. s may be reasonably avallabo, lssor's reasonable de:ennlna .areal, In good 
C.;Jth. ·shall be conclusive. . ''---' · - . . 
: 1o.4 Peroonal Property Ta>1es. Lessee shall 'pay p,rfor to delln'quency all taxes assessed against !jnd levied upon Lessee Owned Alleralfons, Ul11ity 
fnstallalfons, Trade FJXlures, lumlshlngs, ·equipment and all personal properly of Lessee contained In lha Premises or elsewher!'. When possible, Lessee 
shaJJ cause fls 1l'ada Fixtures, lurnlshlngs; equipment and·afl other personal property to be assessed and billed separately from Iha real properly of Lessor. 
II any ol Lassaa's said personal proper!Y shall be assessed with Lessor's ~ea! properly! Lessee shall pay Lessor the taxes. attrfm:tabfe lo Lessee wllhln ten 
(1 o) days alter receipt of a written statement setting forth the taxes appllcabla lo Lessee's property or, at Lessor's opllon, as prov1d~d In Paragraph 10.1 (b). 
11. Utilities, Lessee •hall pay for ell water. gas, heat, Jlghl, power. telephone, trash disposal and other ulllltles and services aupp11ed Jo the Pre~Jses, together 
with any taxes thereon. II any such services are not separately metered to Lessee, Lessee shall pay a reasonab.le proportion. 10 be determined by Lessor, 
.of ell chargesJolnllY. metered wllh other pr~mises. · 
12. Assignment and subletung. . 

12.1.Lessor!a can~ent Required. 
(a) Lessee shell not voluntarily or by operation or taw assign, ttansfer, mortgage or otherwise transler or encumber (co1lecllvely, "a-sslgnmenl") or 

sul:lle! alt or ~my part ol Lessee's Interest Jn this Lea~e or In the Premises without Lessor's prior written consent given under and subject to th~ farms of 
Paragraph 36. 

(b) A change Jn the control ol Lessee shall consllluta an assignment requiring Lessor's consent. The lransret on a cu:;;ulallv~ basis. al twenty-five · 
percent (25%) or more of the voling control ol.Less13a shall conslllute a change In control lor !his purpose. · . · ' 

· '(c) The Involvement of lessee or Us assets In any transacllon, or series ol transactions (by way or merger, sale, acquishion, financing, refinancing, 
tra.nsf~r leveraged buy-out or otherwise), whether or not a formal assignment or hypolhecaUon ol this Lease or Lessee's assets occurs. which results or 
wlll ras~lt tn a reducllon ol the Nat Warth ~r Lesses, as haraf[laftar dellned, by an amount equal ta or greater than twenty-five,peroenl (25%) of such Net 
Worth of-lessee' es JI was represenle!i lo Les~or al the lime o/ the execullon by Lessor or this Lease or at the lime or th~ most recent assignment to which 
Lessor has consented or as I! exists tmmedialely prior to said transaction or lransacllons constllullng such reduction, at whichever lime said Net Worth 
al leSJlae was or Js gr~ater, shall be considered an assignment of this Leese by Le~~ee le which lessor may reasonably withhold Us consent. "Net Worth 
cf Lessee" for purppses ol this Lease shall be tha net wor'th ol lessee (excludmg any f1Uare.nlors) established under generally accepted accounting 
princiP.>les conslqlently applied. • 

. (d) An assignment or subl~!llng ol Lessee's Interest Jn this Lease wil~9ut Lessor's spacillc prior w.ritten consent ~I, al lessor's, option, be a 
Default curable llfler notice per Paragraph 13.1(c), or a noncurable Breach without the nec~sslty.of any nollca. and gr~ce penod. II Lessor ?.lacls lo \real 
such UAconsented to assignment or subletting as a noncurable Breach, Les~or shall have the nght to either: (I) termmata this Lease, or (11) upo.n thirty 
(30) days wrtlten npUce ("Lessor's Noijca"), Increase !he monlhly·Base Rent lo lair market rental value or one hundred ten percent (110%) of Iha Base 
Rent lhert In alfact, whichever is greater. Pending determination of the new- fair market rental value, JI disputed by lessee, Lessee shall pay fha amount 
set rorth Jn lessor's Notice, with any overpayment credlled against the next lnslallment(s) of Basa Rent coming due, and any underpayment ror the 
period re\roacllvaly to Iha eflecllva dale ol the adjustment being due en.d payable lmmedlalely upon the determination thereof. Further. Jn' the event or 
such Breach and market value adjuslmenl, (I} the purchase price ol any option to· purchase the Premises held by Lessee shalt be subject to similar 
adjustment to·lha' lhan lair market value (Wllhoul ltie Lease being considered an encumbrance or any deduction rer dapreciallon or obsolescence, and 
c6nsider1Ag the Premises at Its highest and best use ahd Jn good condlllon), or one hundred Ian percent (110%) ol the price previously In eHect, whichever 
Is greater, (Ii) any Index-oriented rental or price ailjustment lormulas contained In this Lease shall be adjusted lo requir~ that the base Index be 
determined with reference 'to the Index applicable to the lif"[IB ol such adjustment, and !!ii) any fixed r~ntal adjustments scheduled during the remainder 
ol the Lease term shall be Increased Jn Iha same ra,tio as the new market rental bears to the Base Rent in elfect immediately prior lo tne market value 
adjusJment. 

(a) Lessee's remedy for any bre11ch of lhjs Paragraph 1,2.1 by Lessor shall be limited lo compensatory damages and injuncllve·reliel. 
12.:2 Tanna and Condttlona Appllcabh,-lo Anlgnment 11nd Sublatttng. · · 

[a) Regardless of Lessor's consent, any assignment or sublellfng shall net; (lj be effective wll~out th~ express w.rillen assumption by such a~signee 
or sublessee o,I Iha obligations of Lessee under this lease, (ii) release Lessee of any obllgallons hereunder, or (ill) alter the pri,mary liability ol Lessee ror 
Iha payment of Base Rent and other sums due Lessor hereunder or lor Iha performance of any other obligalibns to be peiformed by Lessee under this 
leasa. · · · ' · 

(b) Lessor ~ay accept any rant or perlormal)ce ol lessee's oblfgallons lrom any person other than Lessee pending approval. or disapproval of an 
assignment. Neither a delay In Iha approval or disapproval of such asslgnmeQt nor the acceptance ol any rent or perlormanc;e o;hall-conslilute a waiver 
or estoppal of Lessor's right to exercise Us remedies for the Oerault or Breach by Lessee ol'any ol lha terms, covenants or c:cndillons of this Lease. · 

(c) The consent of Lessor to any assignment or sublelting shall nol consllluta a consiml lo any subsequent assignment or subletting by Lessee 
or lo any subsequent or s!Jccessive assignment ar.subletllng by Iha sublessae. However, Lessor may consent to subsaqueoJ sublettlngs and assignments 
ol the sublease br any amendments or madlllcallons th.erelo without nollfytng Lessee or al)yona else liable on the Lease·or sublease end without obtaining 
!heir consent, and such aclfon shall nol relieve such persons lrom llabllity under this Lease or sublease. · 

(d) In Iha event of any Dalault or Breach al Les~ee's obligations underlhls leas8. Lessor may proceed dlreclly against Le~sea, any Guarantors 
Jr any ona else responsible for tha performance of the Lesse~'s obligations under this Lea~e, Iricludlng the sublassee, wi1naut nrst exhausting Lessor's 
·amadles against any other person or entity responslble tharelor to lessor, or any security held by Lessor or Lessee. · 

(e) Each request for consent to an assignment or sublaltlng shall be In writing, accompanied by Information relevant 10 L:essor's delermlnation as 
o the financial and operallonal iesponslblll!y and appropriateness cl the proposed assignee or sublessae. Including but not limllad lo Iha lnlended use 
mp;or required modlficallon ol Iha Premises, If any, together wllh a non-refundable deposit of S1,000 or ten percent (10%) of the currant monthly Base 
~en!, whichever Is greater. as reasonable conslderallon for Lessor's considering and processing the request lor consent. Lessee agrees lo provide Lessor 
Yilh such other or adc;llUqnal lnlormaUon and/or docamentallon as may be reasonably requested by Lessor. 

(I) Any asslgn~e ol, or subJessee under,' this Lease shall, py reason or accepting such assignment or entering Into ~uch sublease; be deemed, 
or the benefit ol·Lessor, lo have assumed and agreed lo conlorm end comply Wllh each and every term. covenant, condioon and obligation herein to 
ie observed or perfonned by Lessee -during the term of said assignment or sublease, other than such obllgalfons as ara cbntrary to or Inconsistent 
vilh provisions ol an l!Sl'lgnment or sublease to whlch·Less0r has specltlcally·con~entad In Writing. " . · 

. (g) The occurrence of a trensacUoh described In Paragraph 12.1 (c) shall give Lessor the right'. (but not the obllgationl lo ~~quire that lhe Security 
)eposlt be Increased to an 1;1mount equal to six (6) times the then monthly Base Rent, and Lessor may make the actual receipt by Lessor ol Iha am0unl 
aqulred to estabJrsh such Security Deposit a condition to Lessor's consent l!J such lransacllon. · 

(h) Lessor, as a condition to glv[ng lt~ consent lo any. assignment or sublelllng, may require lhal the amount end adjustment s\ructure ol the rent 
1ayable under this Leesa ba adjusted lo what Is then the market.value and/or adjustment slruclura lor property slmllar lo the Premises as than conslitute'd. · 

12.3 Addlllonal Tenns and Conditions Applicable lo Subletting. The lollO\\llng tenns and condlllons shall apply lo any sublet Ung by lessee ~fall or 
ny part of the Premises and shell ba deemed Included In all subleases under this Lease whether or not expressfy,ln1>orpor.i:tad therein: . 

(a) Lessee hereby ssslgns and transfers to Less?r all ol Lassa e's Interest In all rentals and income arising from any sublease of all or a portion 
.f the .Premises heretblore or here altar made by Lessee, end Lessor may collect such rent and Income and apply same toward lessee's obljgallons under 
ifs lease: pn;wldad, however, that until a Breach (as dalin~d In Paragraph 13.1) shall occur In Iha performance of Lessee's obligations under !his Lease 
sssaa may, expepl as 'otherwise provided In lhls Lease, receive, collect and enjoy the rants accruing under such sublease. Less.or shall not, by reaso~ 
f ihls qr any other assignment of such sublease to Lessor, nor by reason of the collection of Iha rents from a sublessae, be deemed llabla Jo Iha sublessee 
ir any failure or Lessee lo perform and comply With any ol Lessee's obligations tel such sublassee under such suble8$e. Lessee hereby Irrevocably 
ut.l:t.orlzes and directs any such subtessae, upon receipt or a written nolfce from Lessor staling that !I Breach exists In me performance of Lessee's 
bllgaUons under· this Lease, to pay to Lessor lhe rents and other charges due and to become due under the sublease. Sub!essae' shall rely upqn any 
uch statement and request from Lessor and shall pay such rents end other charges lb Lessor wllhoul any obligation or light to Inquire as to whelher 
uch Breach exls.fs and no.twl)hslandlng any nollce fn;im or cl.aim lrom Lf?ssee lb lhp contrary. Lessee shall have no rlghl or ciaim against said sublessee, 
r, unUJ Iha Breach ~as b11en cu~a~, aflalnsl Lessor, lor any such rents a11d other charges so paid by said sutilessee lo LeSSilr. . 

(~) In the event ol a Breach by lesse'! In the' p.erlormance ol Its obligallons under lhis Lease. Lessor. al lls option and wllhout any ohllga!lon Jo 
J so. may r.equlre any sublessee to a!lorn lo Lessor, In wt.ilch 'event Lessor shall undertake the obllgahons or the sublessor o.1ndar such suble'tlsa from 
IB b"!e of the exercise al said OJltlon lo Iha explrallon al sucn su!;>lea~e: provided, however. Lessor shall nol be Jlab'ta for 2IlY prepaid rl'nls. or ~ecurity 
~posij paid by such subfasse'! to such sublessor or Jar any other prior Deraulls or Br"aches ol such sublessor under such sublease. ! 
· (c) An_y matter or thing requiring lh'e consent ol the sublassor under a sublease shall also require the consent of Lessor herein. 

(d) No subtessee shall (urlher assign or sublet all or any part of lha Premises without Lessor's prior written consen~ 
(a) Lessor shall.deliver a copy al any nollC'a cl Deraull or Breach by Lessee lo lhe sublessee, who shall have the right 10 cure Iha Dalaull oi Lessee .· 

!thin the grace parlod. ll any, specified In sucti nolfca. The' sublessea shall hava·a right ol reimbursement and ollsel from and against Lessee lor any · 
1ch Delautls cured by the sublessea. · 
!. Default; Breach; Remedies. . 

13.1 Default; Breach. Lessor and Lessee agree that II an allorney ls consulted by Lessor In connection with a Lessee Default or Breach (as hereinafter 
3fined); $350.00 ls I\ renaonable inlnlmu~ sum per such occurrence for legal services a~d costs In the preparation ana service al a notice 0! ~aull, 
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"'""ur:< uy u1u r..assea 10 boserve, comply with or oer!orm any of the terms, covenants, conditions or rule a qp.pllcabla la Lessee under lhls Lease. A "Breach" 
l~ defined· as the occurrence of any ona or mr ,! the !ollowirv- "''fau~ and, where a grace perlo, . ·cure after noUce Is specffir ·eln, Iha ·failure 
by LliSsaa·1o c~re such Defaull prior lo Iha e,q,_itloh of the Bf ila grace period, shall anUtla Lessor lo purs~a Iha remedies seL . In Paragraphs 

:. 13.2 and/or 13.3: . 
(a) The vacating al the Premises without the Intention to reoccuµy same, or the abandonmqnl of the Premises. 
(b) Except as al<Jlressly otherwise provided In this Lease, the failure by Lessee lo make any payment of Base Rent or W:Y other monetary payment 

required to·ba made !iy Lessee herauncler, whether to Lessor or to a third party, a_s and when due, the failure by ~essee to provide ~essor with reasonable 
evidence of Josurance or surety bond required under this Lea~, or Iha !allure of Lessae ta.fuJ~IJ any obllgallon under this Lease which. endangers or 
lhr<>"'"ns life or property, where such failure conllnues for a period o1 lhree (3) days following wntten nollc~. lhereor by or on behaH or Lessor!_<> Lessee. 

'c) Except as expra5sly otherwise provided In this Lease, the !allure by Lessee lo provide Lasso~ With re·asonable written evidence (ln duly 

3i J original form If applicable) of(!) complJBJJce wllh applicable law per Paragraph 6.3, (II) the Jnspecllon, maintenance and service cll"nlracls 
·eq1.o,. dd under Paragr~h 7.1(b), (Ill) the reqlsslon of an unaulhorl~ad assignment or subletting per Paragraph 12.1 (b),.(lv) a Tenancy Slalemenl p~r 
>aragraphs 16 or 37, (v) Iha. subordlriallon or non-subordlnallon of this Lease per Paragraph 30, (vi) the guaranty of the performance of Lessees 
>bilgaliolis under this Leas.a H required under Paragraphs 1.11 and 37, (vii) Iha exepullon of any document requested under Paql.graph 42 (ea~eme~ls), 
>r (viii) any other documentation or Jnfomiallon which Lesser may reasonably require of. tessee under the terms of lhls Le asp, where any such fal!ure . 
:ontlriues for a period of·len (10) days following wrlllan nollce by or on behalf of Lessor lo Lessee. . · · 

(d) A Default by Lessee as to Iha terms, covenants, condiUons or provisions of this Lease, or of the rules adopted under P'l{agraph 40 hereof, 
hat are to ba observed, complied with or performed by" Lessee. other lhan those described Jn subparagraphs (a), (b) or (c), above. '/.!hare such Def au.it 
:onllnues for a period of thirty (30.) days after wrlllen notlcir thereof by a, on fiehall of Lessor to Lessee; provided,. however, that Ir lhl\·nalure of Lessees 
lafaull ls such that more than lhlrty (30) days are reasonably required for Its cur~. then It shall not be deemed lo be a Breach o! this Lease by Lessee 
' Lessee commences such cure within ~ald thirty (30) day parted and thereafter diligently prosecules such cure to c_ompleUon. . 

{a) Tua occurrence of any al ihe fallowing events: (I) The m?klng by Jessee of ·any general arrangement or assignment rar the benelfl of creditors; 
n) Lessee's becoming a "debtor" as defined In 11 U.S.Q. §101 br any successor statute thereto (unless, In lh~ case _of a pelillon rued· against Lessee, the 
·ama fs dfsrplssad within sixty (60) days); (Ill) the appointment o(a trustee Qr receiver to lake possession or subslanllally '.'II of, Lessee's assets localed at 
ie Premises or of Lessee's Interest Jn this Lease, where possession is not restored lo Lessee within ,thirty {30) days; or (1v) -!he attachment, ~xecuUon or 
,1hePjudfclal seizure or substanllally all of Lessee's assets localed al the Premises or of Lessees Interest In ltils Lease, where sue~ seizure Is not 
Jscharged wllhln thirty (30) days; provided, ·however, Jn Iha avant lhal any provision of this subparagraph (a) fs corttrary lo any epphcable law, such 
rovislon shall be of no force or effect, and not affect Iha validity of Iha remaining provisions. 

(f) The dlscov~ry by Lessor that any financial statement given Io Lessqr by Lessee or any Guarantor of Lessee's obllgallons hereunder was 
iaterlally false. · . . 
. {gj If the performance of Lessee's obllgatlons under this Lease is guaranteed:. (I) the death ·of a gl!araritor, (II) Iha lermlnatlon of a. guarantor's 

ilillily with respect to this Lease other than Jn accordance with the tenns of such guaranty, (iii) a guarantor's becoming Insolvent or Iha subject of a 
ankruplcy lllln9, (iv) a guaran\nr's refusal to honor the guaranty, or (v) a guarantor's breach of its guaranty obllgallon on an anticipatory breach basis, 
nd Lessee's failure, within sixty {60) days following wrttten notice by or on behalf of Lessor lo Lessee of any such event, lo provide Lessor with wrlllen 
llemative assurance or security, which, when coupled wllti the than exlsUng resources al Lessee, equals or exceeds the coml:ilned financial resowces 
I Lessee end lhe guarantors that existed at the lime of execution of this Lease. 
· 13.2 Remadl~;._ If Lessee fails to perform any atnrmatlva duty or obligation of Lessee under ihis Lease, within ten (10)days after written notice lo Lessee 
1r Jn case of an emergency, without notice), Lessor may at Its option (but wllhout obllgatlon lo do so), perform such duly or obllgation on Lessee's behalf, 
eluding )?ut not limited lo the oDtalnfng of reasonably required bonds, Insurance policies. or governmental licenses, permits or approvals. The costs and 
cpenses<:if any suGh performance by Lessor shall be due and payable by Lessee lo Lessor upon Invoice I here for. If any check given lo Lessor by Lessa a 
tall not ba honored by the bank upon which It Is drawn, Lessor, at Its option, may require all fUlore payments to be made under this Lease by Lessee 
be made only by cashier's check. Jn the event· of a Breach of this Lease by Lessee, as dafined In Paragraph 13.1, wilh or without further notice or 

Jmand, and wilhout llmlUng Lessor In the exercise or any right or remedy which Lessor may have by reason of such Breach, Lessor may: 
(al Terminate Lessee's right lo possession of the Premises by"any lawful means, In whlGh case this Lease and Iha term hereof shall terminate and 

1ssee shall lnimedlalely surr~nder ppssesslon of the Premises lo Lesser. Jn sucti avant Lessor shall be entilled lo recover from Lessee: (Q Iha war.th al 
e lime of the award of the unpaid rent which had been earned al the time of termination; (Ii) thir worth al Iha time of award of the amount by which the 
tp<\ld relit which would hav~ been earned alter termination until Iha lime of award exceeds the amount of such rental loss that the Lessee proves 
'uld have bean ra~senably avoided; (Iii) the worth at the Ume or award of Iha amount by which the unpaid rent rar the balance of the term arter Iha Ume 
award llXceeds the amount of such r••!l!lf loss that the Lessee proves could be reasonably avoided; and (iv) ariy other amount necessary to compensate 
ssor for all the detriment proxlmalaJy caused by the Lessee's lailure lo perform its obllgallons under this Lease or which Jn the ordinary course of things 
Jtl 'cely lo result !fierefrom, Including but not llmHad lo the cqsl ol recqverlng possession of Iha Premises, expanses or relelllng, Jncludlng necessary 
,, and alteration of th~ Premises, reasonable attorneys' fees, and that portion of the feashig commission paid by Lessqr applicable lo the unexpired 
m ~. ""s Lease. The worth"at the time of award of Iha amount referred lo In provision (Iii) of the prior senlence shalt be computed t:iy discqunllng such 
iounl at Iha discount rate of !he Federal Reserv~ Bank of San Francisco al the lime of award plus one percent (1 %). Efforts by Lessor lo mitigate damages 
used by Le~saa's Defaull or Breach of lhls Lease shall not wBive [_essor's right lo recover damages upder this Paragraph. If lerrninallon of lhis'Leasa 
obtained through Iha provisional remedy of uhlaWful delafner, Lessor shall have the right to recover in ~·uc~ proceeding the unpaid rent and damages as 
i recoverable therein, or Lessor may reserve therein Iha right to recovet all or any part thereof In a separate suit for such rent and/or damages. If a notlce 
d grace perlocfrequirad undar_subparagraphs 13.1(b), (c) or (d) was not previously given, a notice to pay rent or quit, or to perform or· quit; as Iha case 
1y be,_ given to Lessee under any staluta aulhorlzlng the forfailuni of leases for unlawful dalainer shall also conslllula the applicable nollca for grace 
rlod purposes required by subparagraphs 13.t(b), (c) or (d). Jn such case, the applicable grace period under subparagraphs 13.1(b), (c) or (d) and undar 
1 unlawful delalli•.r slalula shall run concurrently altar Iha one such slalu1ciry nollce, and Iha failure of Le~see lo cure Iha· Default within Iha greater of 
1 two such grace periods shall constllule both an unl:iwful detainer and a Breach of this Lease entitling Lessor lo the remedies provided for In this Lease 
d/or by said statule. 

(b). Continua 'the Lease and Les~ee's right lo possession Jn effect (Jn California under California Civil Code Section 1951.4) after Lessee's Breach 
:f abandonment and recover the rent as JI becomes due, provided Lessee has the right ta subliil or assign, sub/eel only to reasonable llmllatlons. Sae 
ragraphs 12 and 36 for the limllallons on assignment and sublelllng which llmilallons Lessee and Lessor agree are reasonable. Acts of malntenance 
preser¥allon, eftorts·to relet Iha Premises, or the appqfnlmonl ol a receiver to protect the Lessor's Interest under the Lease, shall not conslllula a· 
11inaU011 of Iha Lessee's right lo possession. · .. 

(c) Pursue any other remedy now or hereafter avallabla lo Lessor under the laws or judicial decisions of Iha slate wherein the Pre;nlses are 
ated . · · · 

· (d) The e~plration or lermlnallqn of this Lease and/or the lermlnation of L~ssee's right to pos~esslon shall not relieve Lessee from llabilily under 
'Indemnity pro~sfon~ of this !:ease as lo mailers OCCl)rrlng or accr4ing during the term hereof or by reason of less~e's occupancy of the Premises, 
13.3 ln~ucamant Recapture In Event Of Breach. Any agreement by Ll'ssor for free or abated rent or other charges appllcable lo lhe Premises, or for 
giving or- paying by Lessor lo or for Lessee of any cash or otJ:ter bonus, Inducement or cohsideralion for Lessee's entering Into this Lease all of which 
cessions are hereinaft~r referred t9· as "fnducomsnl Provlaiona," shall be deemed condllioned upon Lessee's full and faithful pertormanc~ of all of the 
ns, covenants and conditions of this Lease lo be performed or observed by Lessee during the term hereof as the same may be extended. Upon Iha 
urr.ence of a Breach of this Lease by l,.essee, as denned In Paragraph 13.t; any such Inducement Provision shall aulomaUcally be deemed deleted rrom 
Lease ar\j:I of no further fori;a or effect, and any rant. other charge, bon~s, Inducement or consfdar11llon theretofore abated, glverr or paid by Lessor 
er such an Inducement PFDVlsfon shall be Immediately. dua·and payable by Lessee to Lessor, and recoverable by Lasser as additional rent due under 
L~as~, natwlJhstanding·any subsequent cure of said Breach by Lessee. The acceptance by-,Lessor of rant or the cure of the Breach which Initiated 
operation of this Paragraph shall not be d~emed a waiver by Lessor of the provisions of lh!ll Paragraph unless specifically so slatad In writing by 
ior al the Ume or such acceplanca. · · · 

3.4 Lale _charges. Lessee hereby acknowledges that late payment by Lessee [o Les~or pl rent and o!her ~urns qua hereunder wllJ cause Lessor lo 
r cosls not contemplated by this Le?-se, Iha exact amount of ,wlilch will l,Je exlre.m~ly difrtqult lq ascertain. Such costs Include. but are not llmlled lo, 
eSS!(lg arid eccounUng charges, and Jal!' charges which may be Imposed upon Lessor by the terms of any .ground lease, mortgage or trust deed 
<ring Iha Prernl~es. Accorolngly, If an.y laslallmenl of rent or any other sum due from Lessee shall not be received by Lessor or Lessor's destgnee 
Ii five (5) days after such amount shall ba due, lhen, wllhout any requlremeht for nollce lo Lessee, Lessee shalt pay to Lessor B fate charge equal lo 
ercent (B"(o) of such· overdue amount. The parlles hereby agree Iha! such fale_charge represents a fair and reasonable esllmale of Iha costs Le~sor 
ncur by reason of late payment by Lessee. Acceptance or such fate charge by Lessor shall In no event conslllute a waiver of Lessee's Def at.ill or 
ch wilh ·re.spec! lo such overdue amount, nor prevent Lessor from exercising any or the other rights and remedies gral'!led hereunder. In Iha evenl 
•late charge Is payable hereunder; whether or not collected. for lhrpe (3) consacuUva Installments of Base Rent, then notwithslandlng Paragraph 4.1 
<Y '· orovlslon of this Lease to the cqntrary, Base Rent shall, al Lessor's opllon, become due and.payable quarterly Jn advance. 
3. oh by Lener. l,.eS!;or shall not be deemed Jn breach or this Leai;e unless Lessor falls within a reasonable lime to perform a"n obllgallon 
re. .a performed by Lessor. For purposes of !his Paragraph 13.5. a reasqnable lime shall In no event be less lhan thirty (30) days aller receipt 
1ssor, and by the holders of any gro4nd lease, mortgage or deed ol lrust covering Iha Premises whose name· and address shall have been ftirnlshed 
ae Jn wrlling (or such purpose, of written notice specifying wherein such obligation of Lessor has not been performed; provided, however, that If Iha 
a. of Lessor's obllg~llon Is such Iha! more than thirty (30) days a(ter such notice are reasonably required for its performance, then Lessor shall riot 
breach of this Lease if performance Is commenced wllhin such lhlrly (30) day period and lherealter diligently pursued to completion. 
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'puwer (all e'f.whlch are herein called "conde(T'natlon"), -this Lease shall terminate as lo tne part se> ·~ken as of Iha dale the c~ndemnlng authorlly lakes 
. uua or possession, whlcha11er first occurs. If than ten pert"' •. 110%) of lhe floor area of Iha Pl JBS, or more than lw~nty-r~ ' nt (25%) of Iha 
land area not° occupied by any building, Is t~ by condemrn Lessee may. al Lessee's op!loil;-fo be exercised In wrlung withl. (10) days attar 
tassor shall have given Lessee written noUce al such taking (o, _.1ha absence of such notice, within Ian (10) days after the condem1:•11g authonly shell 
nave taken possession) terminate this Lease as of· the dale the condemning autnorlly takes s.uch possession. If Lessee does not terminate this Lease In 
accordance with the foregoing. this Lease shall remain In full force and effect as lo the portion of the Premises remaining, except lha~·the Base Rani shall 
ba reduced In Iha same proportion as the rentable floor area of the Premises taken be'ars lo the total rentable floor area of 1he budding located on the 
Premises. No reduction of Base. Rent shall occur If the only porllon of lhe Premises taken ls land on which there Is no building. Any award lor the taking 
ol all or any part of Iha Premises undsr.lha power of eminent domain or any payment made under threat of the exercise of sucn power shall be Iha prop;erty 
of Lessor, whether such award shall be made as compansallon for diminution In value ol the leasehold or for the takln9 of Iha I?•· or as severance 
dafl\ages; provided, howeve[ that t.:assee shall be entitled to any compensation separately awarded to Lessee lor Lessees relocation ?xpenses and/or 
Joss ol Lessee's Trade Axtures. In the event that this Lease Is not lermfnaled by reason of such condemnation, Lessor shall lo ma extent o! its net severance 
damages received. over and above Iha legal and olher expanses incurred by Lessor In lhe condemnation matter, repair any damage to Iha Premises 
caused by s4ch condemnatlon. except to Iha extent-that Lessee has been reimbursed therefor by Iha condemning authority. Le~sea shall be responsible 
for Iha payment of any amount in excess of such net severance damages required to complete such repair. · 

15. Broker's Fee. 
15.1 The Brokers named in Para_graph 1_.10 are Iha procuring causes of this Lease. , 
15.2 Upon execution cl this Lease by both Parties; Lessor shall pay to said Brokers jointly, or In such separate share~ as ~ney may m!J.lually deslgna.te . 

In wrillng, a fee as set forth In a separate written agreement between Lessor and said Bro~ers (or ln ·1he avant there IS no separate Wrlllen_ agreement 
between Lessor and said Brokers, Iha sum of$ ) for brokerage serv1c~s rendered by said Brokers to Lessor In !his transaction. 

1S.3 Unless Lessor and Brokers have otherwise agreed In writing, Lessor further agrees that: (a) If Lessee exercises any Opllon (as defined In 
Paragraph 39.1) or any Option subsequently granted which Is substantially similar to an Option granted lo Lessee In lhls Lease, or (bJ ff Lessee acquires 
any ri!lhls to Ilia Premises or other premises described in !his Lease which are substantially s_lmlfar lo what Lessee would have acquired had an Option 
herein granted lo Lessee been exercised, or (c) (f Lessee remains ln possession al the Premises, with the consent or Lessor. after Iha expi_ratlon of lh"e 
term of this Lease altar having failed to exercise an Opllon, or (d) If said Brokers arir.;the procuring cal,Jse or any.other lease or sale entered Into between 
the Parties pertaining· to the Premises and/or any adjacent property In which Lessorhlls an Interest, or (e) If Base Renl ls Increased, whether by agreement 
or operation al an escalation <;1ause herein, than as to any of said lransaclions. ~essor shall pay said Brokers a fee In accordance wllh Iha schedule ol 
said Brokers In effect al Iha time ol the execution of this Lease. · 

15.4 Any buyer ~r tianslerea of Lessor's Interest ln'lhls Lease, whether such transfer is by agreement or by operation ol law. shall be deemed lo have 
assumed Lessor's obligali(m under this Paragraph 15. Each Broker shall be a third party beneficiary el the provisions of this Paragraph 15 lo the extent of 
lts1nlerast In any commission arising from this Lease and mi'Y enforce that rlghl diraclly against Lessor and.Us successors. 

15.5 Lessee and Lessor each repres~nl and warrant lo the otner that II has had no d.eallngs willi any person, firm, broker or finda·r (other than l}le 
t;lrokers, lf any named In Paragraph 1.1 o) In connac!10n with lhe negotiation ol lhl~ Lease and/or Iha consummation of Iha lransacllon conlamplaled hereby, 
arid !hat no broker or olher·person, firm· or enlfty other than said named Brokers Is entllled to any commission or finder's lea In connection ivilh said 
lransacUon:Lessee and Lessor do each hereby agree lo Indemnify, protect, defend and hold the other harmless from and against liability for compensation 
or charges which may be c1.µrnad by any such unnamed broker, finder or other similar party by re_ason of any dealings or actions ol the indemnifying 
Party, lncl~ding any costs, expenses, attorneys' lees reasonably Incurred wilh respect lliernto. 

15.6 Lessor and Lessee hereby consent to and approve all agency relationships, Including any dual agencies, Indicated In Paragraph 1.10. 

16. Tem\ncy StatemenL 
1B.1 Each P,uiy (as "Respopdlng Party'1 shall within ten (10) days attar wrillen notice from the other Party (the "Requesting ~arty"f exacute; 

acknowledge and del!Ver to the Requestlng Party a statement In wrlllng In lorm similar lo the then most current "Tenancy Statement" form publisfled by Iha. 
American" Industrial Real Estate Assoclallon, plus such addlllonal Information, confirmation and/or statements as may be reasonably requested by the 
Requesting Party. · 

16.2 ff Lessor desires lo finance, r.efloanca, or sell Iha Premises, any part thereof, or Iha building ol which tha Premises are a part, Lessee and all 
3uarantots of lessee's partormanca ~ereunilar shall deliver to any potential lender or p_urchasar designated by LesS'or such llnancial slalemerils of 
cessee and such Guarantors as may be reasonably required by such lender or purchaser, lncludlng but not trmilad lo Lessee's financh1l statements for . 
he past three (3) years. All such flnenclel statements shall be received by Lessor and such lender or purchaser In confidence and shall be used only 
·or the purposes herein sel forth. · 

17. Le~aof's Uablllly. 1Jie term "Leasor'' es used herein shall mean the owner or owners al Iha time In question of Iha fee tilla lo the Pr~mlses, or, If this 
s a.sublease, af the Lessee's interest In lha prior lease. ln the avant or e transfer of Lessor's Ulla or fnleres! In Iha Premises or in this Lease; Lessor shall 
lellver to the transferee or assignee (In cash or by credit) any unused Security Deposll held by L!lssor al the time of such transfer or assignment. Except 
1s provided In Paragraph 15. upon su9h transfer cir assignment and delivery of the Security Deposit, as aforesaid, the prior Lessor shall be relieved ol all 
!ability with respect to Iha Qb!igations end/or covariants under this Lease lher~afler to be performed by the ~ass or. Subject lo the lore going, !he obligaJions . : 
ind/or covenants In this Le~ lo be performed by the Lessor shall be binding only upon the Lasser es heralnebove dellned. 

18. Saverablllty. The lnvalldity !JI any provision of this Lea_sa. es determined by a court ol competent jurisdiction, shall In no way affect Iha valiiJily ol any 
>lhar provision liereof. · 

19. lnlerll£! on Past-Dua ObllgsUans. Any monetary payment due Lessor hereunder, olher than late charges, l")DI received by Lessorwilhln thirty (3oj days 
allowing Iha dale qn which.It was due, shall bear Interest from the lhlrly·llrst (31sl) day after II was due al the rate of 12% per annum, bu! not exceeding 
he maximum rate allowed by law, In addition lo the late charge provided for In Paragraph 13.4. 

!O. Tlmo of Essence. Time Is of Iha essence with respect to the performance cl all obllgallons to be performed or observed by the Parties under !his Leas a. 

!1. Rant DDllned. All monetary obOgafions of Lessee to Lessor under Iha terms ol thfs Laasa are "deemed to be rent. 

!2. · Na Prlor or Other Agi-eemeota; l;lroker Disclaimer. ·This Lease contains all agraemenlS between Iha ParUes with respect to any matfur menliooad herein, 
JJd no other prior or contempora11eous agreement -or understanding shall be effective. Lessor and Lasses each represents and warrants to Iha Brokers 
1al II has made; and ls relymg solely upo(I, Its own lnvesllgatton as lo !he nature, quality. character and financial responsibility of; the other Party to this· 
.ease and as to the nature, qualily and character of Iha Premises. Brokers have no responslblllly with respect lherelo or wnn respect lo any default or 
reach hereof by eilher Party. · 

J: Notices. : 
23.1 All notices required or permll!ed by this Lease shall be In wrlllng and may be de

0

llverep In P~J"llDn (by hand or by messa119er or" courier service) 
r may be sent by regu_lar, certified or registered mall or- l:J.S. Postal Service Express Mall. with postage prepaid, or by facsimile transmission, and sha!I 
I! deemed sufficlenlly given H ~erved In a m~nn_ar specified In. this Paragraph 23. The addresses noted adjacent lo a Party's signature on this Lease shall 
e that Party's addr~ss for. delivery or malllng.ol notice -purposes. Eliher Party may by written notice.lo lhe other specify a diftarant address for nollce 
urposes, except Iha! upon Lessee's taking possession of Iha Premises, the Premises· shall ccinslltule Lessee's -address for the purpose of mailing or" 
elivarlng noUces to lessee. A cop~ or all notices required or permitted lo be given Jo Lessor hereunder shall be concurrently transmitted to such party 
~,parties al such addresses as Lessor may from lime lo time heraaftei designate by wrh!en notice to Lessee. 

23.2 Any nolice sent by registered or certllied mall, return receipt requ~sled, sh111l be deemed given on the date cl delivel'Y shown on the receipt card, 
·If no rlellvery date Is sh0\?11. the postmark lhereen. If sent by regular mall the noilce shall be deemed given forly-elghl (48) hours alter the same Is 
ldres~ed a~ required herein ~nd !llailed with postage prepaid. N?llces delivered by Unlled Slates Express Mall or overnight co.urler that g1.1arantees next 
{y daliveryshall be deemeq grven !wanly-lour (24) hours attar delivery of the same lo Iha Untted Stales Poslal Service or courier. II any notice ls transmitted 
1 facsimile transmission or similar means, Iha same i;hall be deemed served or delivered upon telephone confirmation of receipt ol lhe transmission 
ereol, provided a copy i~ aJso dellv.ered via delivery or ma11.:11 no!lce Is received on a Sunday or legal holiday, II shall be deemed received on the next 
tslness day. · 

I. Waivers. No walv~r by l.essor of the Perault or Breach of any term, covenam or condlHon hereof by Lessee, i;hall be aeemed a waiver ol anY. other 
rm. covenant or condlllon nereol, or of any subsequent Default or Breach by Lessee of the same or or any other term covenant or condition tiereof 
1ssor's consent lo, qr approval of, any act shall not be deemed to rand er unnecessary Iha obtaining of lessor's consent to. 

0

or approval or. any subi;liqueni 
similar ~i;:I by Lessee, or be construed as the basis of an estoppal lo enforce lhe provision or provisions of !his Lease requiring such consent. Regardless 
Lessors knowledge of a Default or Breach al Iha lime of acoepllng rent, the acceptance of r.ent by Lessor shall not be a waiver of any preceding 
!fault or Bre.ach by L\!ssee of any provision haraol, olher·than the failure of Lessee lo pay !he particular rent so accepted. Any payment given Lessor by 
ssse may be ar:cepled by Lessor on account cl moneys or dam~gas due lessor. notwithslandlng any qualifying slatamenlS or col]dllions made by 
·ssee In cormeclion thereWTth. which such statements and/or condll1ons shall be al no loroe or eflecl whatsoever unless spacilically agreed to Jn writing 
Lessor al or before the time _of deposit of such payment, . · . · 

:, Recording. Either J,,essor or Lessee shall, upon request of the olhar. axe cute, acknowledge· and deliver lo Iha other a shori form m~~orandum al thl~ 
•ase "for recording purposes. The Part}' requesting recotdation shall be responsible for payment of any fees or taxes applicable thereto. /\ 
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~sB.; .. ,· 
(. Cumulative Remedies. No remedy or el&.._..,h hereunder sh• learned exclusive but sf:iall, Wl\·--dVBr possible, be cumulaUve wltt. her remedies 
i law or In equity. . 
s. Cdvenanta and conditions. All provisions or this Lease td be observed or performed by Lessee are both covenants and candlUons. 

~. Binding Effect; Choice of Law. This Lease shall be binding upon the part16s, their personal representatlves, successors and assigns and be governe.d 
i lhs laws of the stale In which the P.remlses are located. Any llllga!lon betwesrr the Parties here!p concerning this Lease shall bs lnlllal~d In the county in 
hlcll Iha Premises are localed. · 

l ·dlnatlon; Atlarnmant; Non-Olsturbsnce. 
, ,ubordlnsllon. This Lassa and ~ny OpUon granted hereby shall be subject and subordinate to any ground lease, mortgage, deed of trust, or olhet 

1pothacaUon or security device (collectively, "S~curlty Oevlr;e'.'), now or herearter placed by Lesser upon the real property of which. the Pt?mlses are a· 
ut, la any°and all advances made an' the security thereof. and lo all renewals, mqdlflcatlons. consollclatlons, repla9em11nls and extensions thereof. 
issee agrees tllat Iha Landers holil!ng any such Security Device shall have no duly, liability or Gbllga!lon lo pertonn any of the obllga!lons bf Lessor 
ider this Lease, but that Jn the avant al Lessor's default wllh respect lo any such obligal!oli, Lessee will give any Lender whose name and address have 
ien tu~lshed Lessee !n writing !or such purpose notice ol Lessor's derault and allow such· Lend~r thirty (30) days following r~celpt or such nollce for 
e cure al said derault before invoking any remedies Lessee may nave.by raason·thereof. Ir any Lender shall elect to have lflls L:~ase end/or any OpU?n· 
anted hereby superior ta the lien ol fls Security Device and shall give written nollce lhersol to ~essae, lhls Lease and such Options shall be deem~d 
for la such Securlly l;lev[ce, notwjlhstandlng the relative dales of lhe documenlallon or recordatlon thereof. . .. 

30.2 AUornmenL SlibJect to the non-disturbance provisions of Paragraph 30.3, Lessee agrees la allorn la a Lender or any other party who acquires 
~ners.hlp or the Premises by reason of a foreclosure al a Security Device, ~md. th.at In Iha av.ant of such foracl~sure, such new owner shall not:.(!) be liable 
r any act or omission al any prlor lessor or wilh respect to events occumng pnor·lo acqu1slllon of ownership, (II) be subJecl to any offsets or defonses 
hlch Lessee might have against any prior lessor, or (Ill) be bound by prepayment or more than one (1) month's rent. 

30.3'Non-O!slurbance. With respect lb Security Devices entered Into by Lessor alter the execution of this Lease, Lessee's subordination of this Lease 
1all be ·subJect to receiving assurance "(a "non-disturbance agreement") from lha Lender that Lessee's possession and this Lease, lncludihg any options 
, extend lhe term ·hereof, will not be disturbed so long as Lessee is not In Breach hereof and attoms lo lhe record owner of lhe Premises. 

30.4 Self-Executing. Th~ agreements contained [n lhls Paragraph 30 shall be effecUve without the e~acullon of any further documents; provided, 
1wever, that, upon wrillan request frcm Lessor or a Lander In connection with a sale, financing or retlnanc111g of the Premises, Lessee and L:essor shall 
<acute such further wiilings as may be reasonably required to separately document any such subordination or non-subordination, allornmen.t and/or 
in-disturbance agreement as ls provided for herein. 
1. Attom.ey's Fees. If any Party or Broker brings en action or preceedlng ta enforce the lerlf!s nareor or declare rights hereunder, the Prevailing Parly 
.s hereafter defined) or Broker in any such proceeding, action. or appeal thereon, shall be entitled to reasonable attorney's rees. Such. leas may be 
yarded In the same suit or recovered In a separate suit, whelher or not sucfl action or proceeding Is pursued lo decision or Judgment. The term, 
'revelling 'Party" shall Include, wllheul limllaliori, a Parly or Broker who sub~lantially obtains or defeats lhe railer sougllt, as the case may be, whether 
r coinpramlse, settlemen!, Judgment, or the abandonment by Iha other Party or Broker al lls daJm or defense. The allornpy's lee award shall not be 
lmputed In accordance with any court faa schedule, ·but sf-\all be such as to fully reimburse all attorney's raes reasonably Incurred. Lessor shall be 
illUell ta attorney's lees, cqsts and expanses Incurred In lha preparation and service of notices of Default and consullallons In connection therewilh, 
hether or _not a legs) action ls subsequently commenced In connaclioo l'!ilh su~h Default or resulling Breach. . 

!. Lessor's Access; Showing PremlsesiRepalrs. Lessor and Lesso(s agents shall have the nghl to enter lhe Premises at aAy lime, In lha case of an 
nergency, and otherwise al reasonable limes for lhe purpose ol showing Iha same to prospecrlve purchasers, lenders, or lessees, and making such 
lerallons, repairs, Improvements or additions lo the Premises or lo lhe bulldlng bf which they are a part, as Lessor may reasonably deem necessary. 
issor may.at any lime place on or about the Premises or building any ordinary "For Safe" signs and Lessor may at any lime during Ilia last one hundred 
tenly (120) days of the lann hereof place· on or about the Fremlses any ordinary "For Lease" signs. All such activities of Lessor shall be wlihoul abatement 
·rent or Ji!blllly la Lessee. . ·· · · · 

1. Auc.tlohs. Lessee shall not ~onduct, nor permit ta be conduc\el'I, either volunlarlly er Involuntarily, any auction upon lhe Premises wlllJoul first having 
ilalned lessor's prior wrllten consent. Nol\vllhslandlng anything lo l~e contrary In this Lease, Lessor shall not be obligated lo exercise any staiidard of 
,asonableness In determining whelhe.r lo grant such consent. · · . 

1. !:'"'18. Le,ssee shall not plac~ any sign upon lhe Premises, except that Lessee may, with 'lessor's prlorwrlllen consent, Install (but not on lhe roof) such 
g· re reasona[Jly required lo advertise Lessee's own business. The lnstall,.llon of any sign on the Premises by or for Lessee shall be subject lo the 
-co of Paragraph 7 (Malnlenance, Repairs, Ullllty lnsta!lalions, Trade Fixtures and Alleratioos). Unless otherwise expressly agreed herein, Lessor 
:se1 _ ,J all rights ta the use of the roof and the right lo Install,' and all revenues from the Installation of, such advertising signs on the Premises, Including 
e roof, as do not unreasonably lnlerlere with lhe conduct of .Lessee's business. 

;, Termination; Merger. Unless specifically slated otherwise In wrlllng by Lessor, the voiunlary or olher surrender of lhls Lease by Lessee, the mutual 
rmlnatla11; or canc;allallon he(aol, or a lennlnaUon hereof by Lessor for Breach by Lessee, shall automallcally lermln;i.le any sublease or las5ar estale In 
e Premises; provided, howewr, Lessor shall, In !he evenLor any such surrender, tenninallon or canqellallori, have the option to continua any one or all 
any exisUng subtenancies. Lessor's fa[lure wilhrn Ian (1 O) days following any such event lo make a written e!acUon la lha contrary by written notice 
Iha hol~~r of any such lesser inlerast, shall constitute Lessor's election la have such avant constiltite the Jermlnalion of such Interest. 

!. Consents. 
(a) EKcept for Par~graph 33 hereof (Auctions) or es olherwlse provided herein, wherever in llJJs.t.ea~e lhe consent of a Party Is required lo an 

:I by or for th\) other Party, such consent shall not be unreasonably withheld or delayed. Lessor's actual reasonable costs and expenses (incfuding but 
it llmlled ta archllecls', attorneys', engln'eer~· or other consullanls' fees) Incurred In lhe considaraUon of, or response to, a request by Les5ea for any 
issor consent pertaining to this Lea;;;e or Iha Premises, Including but nol limlled lo consents to an assignment, a sublelllng or Iha presence or use of a 
azardous Substance, practice 9r slor!lge tank, shall Ire paid by Lessee Jo Lessor upon receipt of an Invoice and supporting documanlaUon therefor. 
JbJecf to Paragraph 12.2(e) (appllcabla ta ass!gnment or s4blet1lng), Lessor may. as a condition lo considering any sucll request by Lessee, r99tilre that 
1ssae deposll wllh'Lessor an amount of money (in addlllon lo Iha Security Deposit held under l'aragraph 5) reasonably calculated by Lessor to represent 
a cqsl Lessor wlll lncl)r In conslderlng and responding lo Lessee's raquesl. Except as o!herw!sa provided, any unused portion of said deposlt shall be 
funded lo Lessee without Interest. Lessor's consent lo any act, assignment of this Lease or subletllng or the Premises by Lessee shall not constitute 
1 anknowleljgement that no Derault or Breach by Lessee of this Lease exists, nor shall such consent be deemed a waiver of any then existing Delaull or 
each, except as may be olharwls~ specifically staled In wdllng by Lessor al the lime ar·such consent. 

(b) All condiUons la Lessor's consent authorized by this Lease are acknowledged by Lesiee as being reasonable. The' failure· lo specify herein 
1y particular condlllon la Lessor's consent shall not preclude the lmposiUon by Lessor at Iha time of consent or such furlher or other conditions as are 
9n reasonable with.reference to lhe' particular mattedor which consent Is being given. · 

·• Guarantor. 
37.1 If.there are to.be any Guarantors or this Lease p~r Paragraph 1.11, Iha rorm of the gu'aranty to be executed by each such C'luarantor shall be In 

l fonn most recently publlshed by Iha American lnduslrlal Reai-Eslale Assoclallon, and each sald Guarantor shall have lhe sam.- obllgaUons as Lessee 
der this Lease, Including but not llrnlted to lhe abllgallon to provide the Tenancy Slalement and lnformaliol) called rpr by Paragraph 16. 
37.2 ll shall conslllule a Oa[aull of the Lessee under this Lease If any such Gu11ranlor falls or refuses, upon reasonable request by Lesser 10 give: 

I evidence of the due execullon of the ~uaranty called for by !his Lease, lncludlng Iha aulhorlly of the Guarantor (and ol lhe party signing on Guaranlor's 
half) lo obligate such Guarantor O[l said guaranty, and Including In lha case or a corporate Guarantor, !I certified copy of a resolullonol lls'board of 
e~IO!? aulhqrb;fng the making of such guaranty, together wilh·a cerllllcale Gf Incumbency showing the signature of Iha persons authorized to sign on 
behalf, (b) qurrent financial sta_tei:nenls of .Guafantor as may. from lime to lime .be requas1ed.by Lessor, (c) a Tenancy Statement, or {d) wrlllen 

nlfrmatlan that the guaranty Is still In effect. 

• Qu,let Posse~alon. Upon payment by Lessee of the rent for lhe Premises and the observance and performance al all of the covenant~. co[Jdilions 
Q provisions on L~ssee's part to be observap and performed under lhls Lease, Lessee shall have quiet possession of the p'remlses ror the anliNJ term 
reof subject la all of the provisions al this Lease. / 
, Options. . 

:l" "~llnltlpn. As·Used In \his Para!!raph 39 lhe word "Option" has th~ !allowing meaning: (a) the right Jo extend lhe. lerm of this Lease or lo renew 
s Jr lo extend or renew any !ease Iha! Lessee hes on other properly pf Lessor, (b) lhe right of first refusal to lease the Premises or Iha right of first 
a. .se ltfe Premises or the rig~! of first refusal lo l~ase other properly. of Lessor or the right of first of!er I.a lease olher properly of Lessor;.(c) 1h~ rlghl 
purqhase lhe P~emlses, or the nghl of first refusal lo p~rchase· the Premises, or the right of first offer to purchase Iha Premises, or Iha right to 
rchase other property of Lessor, or the right al first refusal to purchase other property al Lessor. or lhe right of first offer to purchase olhflr properly 
~- . . . 
39.2 Op Ilona Personal l:o Original Lessee, Each Opllon granted lo Lessee In lhls Lease Is oersonal to Iha original Lessee named In Paragraph 1.1 

real, and cannot be voJuntarfly or lnvoluntarlly assigned or exercise(! by any person or entity omer than said original Lessee while Iha original Lessee 
~ 1271 
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. ari> ·not.asi;1g~abfe,' either as a pari of ~n ~~~lunment of this Lease or separately or apart lherefrof" qnd no Option may be separated from this Lease In 

• llllY manner. by reservation or o!harwlsa. · ., . . 
'39.3-Multlpls OpUons. In the even! that~sea has any ML ·Options lo extend or renew th!Slease, a laler Opllon cannot ba. ;fsed unless· Jhe 

~·prior Opijops lo extend ar renew lhls Lease have been validly ex,,n:;ised. 
39.4 Effect of· Delatdl on Options. · · 

(a) Lessee shall have no right lo exercise an Opllon, notwithstanding any provision In the grant ol Option to the contrarr: (I) during the ~erlod 
commencing with the giving of any notice of Defaull under !'aragraph 13.1. .and conllnuing until Iha nollc~d Default Is cure:l, ?.r·(d). ~urlng «:e penod of 
lime any monetary obligation dua Lessor from Lesses is unpaid (without regard to whether notice thereof is given Lessee). or (nl) durmg Iha Hrna Lessee 
Is In' Breach of this Lease, or (ly) In Iha event lhal Lessor has given lo Lessee three (3) or mPre nollces of _Default under Paragraph 13'.1, whether or nol 
the Defaults.are cured, during the twelve (12) month period Immediately preceding the exercise of the Option. . 

(bt The period of lime wllhin which an Oplion may be exercised shall not be extend.ad or enlarged by reason of Lessee's lnablllty to exercise an 
Optloh because of the provisions of Paragraph 39.4(ai . . ·· . , 

·(Cl All rlghls of Lessee under the provisions ol an Opllon shall terminate and be of.no furlher force or ellecl, notwr.llstandlrrg·Lesse.es due.end 
limely exercise of the Option, If, alter such exercise and during the term of this Lease, 0) Lessee lalis t~ pay'? Lessor a monslary obllgalion of Lessee 
for a period of thirty (30t days after such ab!lgeUon becomes due (without any necessity al Lessor lo give notice thereal 10 Lessee), or (Ill Lesser gives 
to Lessee three (3) or mere.nolices al Default under Paragraph 13.1 during any twelve (12) month period, whalher or not Iha Defaulls era cured, or (iii) If 
Lessee commits B Breach of this Lease. · · 
40, Multlpls Buildings, 11 tha Premises are part of a group of buildings controlled by Lessor, Lessee agrees that 11 will abide by, keep and obsarva:·all 
reasonable rules and regulations which Lessor may make from lime lo lime for Iha mana~emenl, safety, care, and cieanlinel>!: ol Iha grounds, the parking 
end unloading al vehicles and Iha presarvallon ·ar good order, as wall as for the convenience al other occupants ar tenants of such ether buildings and 
their-Invitees, and that Lasses wlll pay Us fair share of common expenses incurred In conneclion lherewilh. 
41.' s.icurlly Measures. Lessee hereby acknowledges that the rental payable lo Lessor here.under does not Include the cost of guard service or ether 
securlly measures, and that Lessor shall ha~e no obllgallon whatsoever to provide same. Lessee assumes all responsibility for the.prblectlon of the 
Premises, Less~e, (ts agents and lnvllaes and their property from the acts al third parties. 

42. Fleservallans. Lessor reserves to Itself the right, from lime lo lime, to grant, wilhou! the consent ar )cinder of Lessee. such eµsements, rights and 
dedications that Lessor deems necessary, and to cause Iha recordallon of parcel maps and restrlcllons, so long as such easements, rights, dedlcallons, 
maps and restrlcllons do not unreasonably lnlerfere with the use of the Premises by Lessee. Lessee agrees lo sign any documents reasonably requesled 
by Lessor to ellecluate any such easement rights, dedication, map ~r restrictions. 

43. Performance Under Protest. If at any lime a dispute shall arise as lo any amount or sum of money lo tie paid by one Patty lo the ether under the 
provisions hereof, the Party against whom Iha abllgalion to pay the money ls·asserted shall have the right lo make payment "under protesf' and such 
paymenl shali not be regarqed as a voluntary paymenl·and there shall survive the right on Iha part of said P?rlY lo lnstllule sutt for recovery of such sum. 
II H shall be adjudged thaJ there was no legal abligalion on the part of said Party to pay such sum or any part thereof, said Party shall be enlilled lo 
recover such sum or so much thereof ~s It was not legally required to pay under the provisions of lhls Lease. 

44. Authority. If either Pariy hereto Is a corporation. trust, or general or limited partnership, each Individual execµtlng this Lease on behall of such entity 
represents arid warrants that he or she ls duly authorized to execute and deliver this Lease on lls behalf. If Lessee Is a corporalion, trust or partnership, 
Less~e shall, within thirty (30) days afler request by Lessor, deliver lo Lessor evidence satisfactory to Lesi;or of such authority. 

45.· Conflict. Any conlllct between Iha printed provisions of this Lease and lhe typewritten or handwrlllen provisions shall ba controlled by the typewrlU'en 
or handwritten provisions. 

48. ,Offer. PraparaUon of this Lease by Lessor or Lessor's agent and submission of same ta Les~ea shall not be deemed an offer to lease to Le.ssee. This 
Leasa Is !"'I Intended !a be blnilfng until executed by ail P~rlles herelo. · 

47. Amendments. This Leesa may be modified only in wrillng, signed by the parties In Interest at the time ~I Iha modincation. The parties shall emend this 
Lease from time to time ta reflect any adjuslments that are mad~ lo Iha B~se .Rent or other rent payable under this Lease. As long as !hey da not 
materlallyctiange Lessa e's obligations hereunder, Lessee agrees to make such reasonable non-monetary modlflcallons to lhis Lease as may be reasonably 
required by afflnsUlutlonaf, Insurance .company, or pension plan Lender In connection wllh the oblaining of normal financing or refinancing of the 
property of which the Premises are a part. · 

48. l.lulllple Parties. Except as otherwise expressly provided herein, ii more than one person or enlity ls named herein as eilher Lessor or Lessee, lhe 
oblig~Uons of such Multlple Parties shall be Iha joint and several responsiblllty of all persons or enlllles named herein as such Lessor or Lessee. 

LESSOR ANO LESSEE HAVE CAREF.ULLY READ AND REVIEWED THIS LEASE AND EACH TERM AND PROVIS JON CONlAIN~D HEREIN, AND BY THE 
EXECUTION OF THIS !,EASE SHOWTI-IEIR INFORMED AND VOLUNTARY GONSENTTHERETO. THE PARTIES HEREBY AGREE THAT, ATTHE TIME 
THIS LEASE IS EXECUTED, THE TERMS OF THIS LEASE ARE COMMERCIALLY REASONABLE AND EFFECTUATE THE INTENT AND PURPOSE OF 
LESSOR AND LESSEE WITH RESPECT TO THE PREMISES. 

IFTHIS LEASE HA!;l BEEN FILLED IN, fT HAS BEEN PREPARED FOR SUBMISSION TO YOUR MTORNEY FOR HIS APPROVAL FURTHER, 
EXPERf.S SHOUl:D BE CONSULTED TO EVAWATETHE CON DITTON OF THE PAOP.ERTY ASTO THE POSSIBLE PRESENCE OF ASBESTOS: 

. STORAGE TANKS OR.HAZARDOUS SUBSlANcES. NO REPRESENTATION OR AEGCiMMENDATION IS MADE BY. THE AMERICAN INDUsrnJM'. 
REAL E~TtUE ASSOCIATION OR BY THE REAL ESTArE BROKER(S) OR THEIR AGENTS OR EMPlDYEES AS TO IBELEGAL SUFFICIENCY, 
LEGAL EFFECT, OR TAX CONSEQUENCES OF IBIS LEASE OR IBE TRANSACTION TO WHICH ff RElATES; IBE PARTIES SHALL RELY 
SOLELY UPON THE ADVICE OF THEIR <;JWN COUNSEL AS TO THE LEGAL AND TAX CONSEQUENCES OF THIS LEASE. IF IBE SUBJECT 
PROPERTY IS LOCATED IN A STATE Olli ER lliAN CALIFORNIA, AN JrnDRNEY FROM IBE STATE WHERE THE PROPERTY JS l..OCATED 
SHOULD BE CONSULTED. 

The ~ties hereto have executed this Lease at Iha place on the dates specified abov!' .lo !heir respective signatures. 

Execut13d at Executed at~~-.--'B"';<-;=U:,:.IC~\ A'-'-1-'-~-"---A"-'-________ _ 
on 3 ~1-0.,!tJb on 3. j 1i\ q \;,. 

1 
• 

'JyLE~}~ by LESSEE: 

J/i;i)J!Jk[l;j;;:;;;ift;;J;;:. \}>S:.ST CuA.~1 {<"iau.J"'{ 5;tJ ~ft:'j ~o, 
3y· By I 1 \ h~IMDJ~ 
fame Printed: Name Prlnle';'1 ~ o. '\\.\a@ P.J/\J, R. l'i 
nus: lltle: '. ?·Ll\£.'<>1 ll~t-:i /I!! Cd. 0 . . 1 

lY----------------------~ 
lame Printed:--------------------
1Ua: ____ _,.------------------
\ddress: ____________ ......:. _______ _ 

el No.(___) ______ Fax No. (----l------

BY--------------------......:. 
Name Printed:----------------~-
Tllle: __ -:=--..,.-------~---,.,.......:--~-1-I __ 
Address: SIOID\ ::I'.t:Jl>J~I1l1!H !V!'I gmttb Eb. q'is-tu 

( I 

lFIDS$ PAGE 10 

U~TICE: These. ~arms are often m.odllled lo i:neel changing requirements of law and lnctustry needs. Always write or call lo rnak~ sure yot• 
are .ullh;z:lng the most current f!Jrm: Amar.lean Industrial Real Estala Association, 345 Seuth Figueroa Streat. Suite M-1. Los 
An~eli;i:i;·CA.SOQ7.1. (213) ?B7·Brr:. Fax. No. (213) 687-8616. 
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:r;assoR: Stella Aroold and Albert Muss.a 

LESSEE: West Coast Beauty Supply Company 

ru ~he eve~t of aµy ~o.n:Olcit between the printed portion of the Lell'.Se and this Adde.ndum, thls Addendum shall 
cohtl'o[. 

so. 

:H. 

~2 •.• 

s4. 

1,!ssc Re:gt Schedttler 
Bwe Rent.shall be:l!Jl follows: 
-~+~mrougn4-J0-97Basa Rentwlllba $3,2so.oo Monlh1-12 

s-1-97lhrough15-31-97 F~ Rent '.oo Month 13 
6-1-97 tl1rough 4-30-98 Basa Rent wlllbe ~.250.bo Month W24 
5-1-98 throughS..31-98 F~ H<?nt . .oo Motilh2S 
6-1·98throughH0-99 ea:se'Rentwlllbe ~,380.oO Month2B-36 
5-1-99.th.roughS-31-99 Frw R9nl · . .oo Month37 
G-1-99 throug~ 4-30-200~ Basa· R9nt will ba $3,51 O.QO Month3e-46 
s-1-2000 through-4-Jo-2001 Ba~a Rent wlllbt $3,~o.oo Mofilh4!i-60 
Relit fot months 61-120 shall conunence at 90Y, of the then fair market value, but in no e\l.~nt 
less than t11e 60fh month's rent ($3,640.0oj: Thereafter, rent shall escalate annual),y at a futed 
rate of 4% of the base rent ef $;3,250.00. d , " 

. £,\£T10t-',:S ~D\).l~)>;.,S · 

~curity Deposit · '1C"-9"«-.Yr 
'Security deposit to be $91750.00. In the event Lessee Is not llnder efault oflease, Lessee may1~{ect 
to (with .s!:xty days written notice to Laadlord).apply, said $ecurity deposit toward rental ayments ln 
'year fqur ( 4) and five (:5) of said lease term. ~ · jf),~· ~~~ 
Option to Renew1 . , ~ 

Lessee to have one five (5) year op,tlon to rellaw Le.ese. This optJon s.balJ be vah sb.Jo.ng as Lessee . 
ls not ln default µnder tb.e provisions of this LeB..!le. Rent for. the optio~ period to be as follows:. 
Rent for the second' five (5) year perJod (months 61-120) she.11 commen~e at 90'Vo of the then Fair 
Market Value. Fair Mar).cet Value shall be mu\1.llllly e.g(eed upon between the parties ninety (90) d~ys 
be.fore !tie expiratiqn of tlie first fJ.ve (5J yoar term, If the parties are unable> to agree upon _the ~Do/o 
of the· then fair mar.led value, then sixty (60) d\l.YS beforo the expiration of tho first fivt1 (5) year lease 
term, !'ach party shall appoint area[ estato.appraiset'who ls a current iner;iber of the American 
Institute of Real Estate Appraisers with ~t f~ast ;Uve (5) years of e.;,::per:\Gncc apprrusing building space 
comparablo to the Premises In the clty aa.d county.where the Premises is 1oc;ated. If ellb.er party f~a1s 
to appoint an appraiser, then !he one selected appntlser sh!lll select anoth"r npptalser. Tftho two (2) 
apptalsers are upe.b\o to agree on th~ fair market value within ten (10) days, the¥ shall se1ect a ful,i:d 
apprai~er meetin$' the quel~catlons stated !1orein. The third: appraiser, however selected, shall be a 
porso(\ who haJ! not previously acted in a capaclly for either party,. Wi:thh\ ten (10) days after· 
selection of the thlrd appraiser, a maJorlty ofappraisers shall set the filr market value. lf a maJorily 
o:(tlle appra\~ors is urtable to set.the fair matketvah1e within the ten (10) day period, the two (2) 
closest appraisals. shall ~ added ti;igether and the total divided by twq (2). The r~sultlng quotient shall 
be lhe fak market value, Each party shall be responsible for the costs; charges and fees of the 
appraiser appointed by tha~ party plu;s..one h11-lf of the cost of tllo third appraiser. · 

Right ofFlnt Refu~!\I:, · 
If at any ti!llo during tqe term hereof tossor shall tece!ve .from ·any thlrd party a bona fide: offer 
to p,ui·chaso or lease (to commence after explmtion.ofthis LeMe) the prop<>1-ty at a ptlce ~d 011 

lenns ~cceptable fa Lessor, Lessor sllll!J glve written nol;ioe of such price aod terms to Lessee, ~.. . 
and Lessee shall have tWenty ('?0) days !hereafter in which .to execufe a written agreement with ~ .. 
Lessor for Lease or Purch11Se of the premises at such price and on such terms. If Lessor shall ~ 
.Mtlfy Lt$see . and Le$See shall fail \o execute $Uch agi;eem,~txt.wlt.hln such. twenty (20) day period, a_ 
Lessor shall tlierea'f[er be free to leas~ (to commence afte~ exp.nation ofthIS lease) th" property to . ·' 
~uch f.hlrd patfy, then all dsh\3' u.o.der. thfa section shall foxtli.wlth te.nnJnate. If tho property is not purchased or 
lel>llcd to ouch ~hird party, ·then Lessbr shall give lessee the same right to lease the property upon 
rocelvlng any subsequent o:trei: nom a,o.y thlrd pa.tty that Is e.cceptali!e to Lessor. 

lmprovemebts! 
Lossor.shaU deliver th~ pre:iz,.ises to Le~see in "as-is" condition. Lessor shall no~ be responsible far 
any upgrades to the subject premises as a re>sult of Lessee's lmpiavem.ents or change of use.. 

Sign age; 

· 'Except fbr the ~quth wall facing the McDonald's pJl.1'1<lng f!!e.o:, Les$ee may install or authorize 
slgnag': on the premises.as long as lt ls consistent with applicable law. 

03/13/96 12: 00 TX/RX N0.2555 P. 002. 
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Date 
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LANDLORD 

By:(}J);4~ {)J~1~fl~c:S 
Albert J. Muss~ Trustees 
Under.the Declaration of Trust 
Dated March 12, 1996. 

By:J)~BD 
. - Bernice G. Musso, as Trustees 

Under the Declaration of Trust 
Date: . 

~{/· j;hJ} J~/;vv1 
Walter A. Amofilrhst, 
AB. Trustee of the Stella Arnold 
1987 Exempt Trust FBO Walter 
A. Arnold date~ April 4, 2001 

~~~~'~~KL...'<.0w .. 
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LEASE ADDENDUM #2 

WHEREAS Stella Arnold (now deceased) and Albert Musso, entered into a lease dated March 
5, 1996, for a term commencing May 1, 1996 and ending April 30, 2006, for the space 
commonly known as 450 Sixth Street, San Francisco, California, with West Coast Beauty 
Supply Co. hereinafter "Lessee", and 

WHEREAS Walt Arnold and Joan Spargo are the successors in interest to Stelia Arnold (Walt 
Arnold, Joan Spargo and Albert Musso befng referred to herein as "Lessors''). 

Lessors and Lessee acknowledge that as instructed in Article 49 of the Addendum to Slngle
Tenant Industrial Lease, Lessor and Lessee have met and agreed that 90% of the fair market 
value for rental mo·nths·61-J,?b is $1.00 per square root Thei-ifafter, annual increases shall be 
fixed at 4% of the base r.ent of $4500.00. Therefore, commencing May 1, 200, the effective 
rental schedule shall qe as follows: .. · 

May 1, 2001 -April 30, 2002 
·f0ay 1, 2002- April 30, 2003 
May 1, 2003 ~April 30, 2004 
May 1,_2004-April-30, 2005 
May 1, 2005 - April 30, 2006 

$4,500.00 
$4,680.00 
$4,860.00 
$5,040.00 
$5,220.0'0 

All other t~rms and conditions of the aforementioned Lease will remain in full force and effect. 

The parties hereto have e'Xecuted this Addendum on the dates specified below by their 
respective signatures. 

LESSOR: LESSEE: 

By: ([,l,f;.t.J/ ~ 
Albert Musso 

Date: July 9, 2001 

Its: President and CEO 
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LEASE "11DENDUM #3 

THIS LEASE ADDENDUM #3 is entered into as of ~ :;;t.L{ , · 
2006 by and between Albert J. Musso and Bernice G. Musso, as Trustees Under the Declaration 
of Trust dated March 12, 1996 and Walter A Arnold and Joan Spargo, in Trust, as Trustee of the 
_,tella.Arnold 1987 Exempt Trust dated May 28, 1987, ("Landlord"), and Beauty Systems Group, 
1c., a Deiaware corporation, ("Tenant"). 

RECITALS 

WHEREAS Landlord and Tenant entered into that certain lease agreement dated March 6, 1996, 
herein refep:ed to as ("Le!!Se"), relating to the premises of approximately 4,500 square feet 
located at 450 Sixth Street, San Francisco, California; and 

WHEREAS the Lease Term will expire on April 30, 2006; and 

WBEREAS.the Landlord and Tenant desire to extend the te1m of the Lease and amend the terms 
and collditions of the L~ase as hereinafter set forth.. 

TERMS 

NOW, TIIEREFORE, for good and valuable consideration the sufficiency and·receipt of which 
~e hereby acknowledged, Landlord and Tenant hereby agree as follows: 

1. TERM. The Term ofthe .. Leas~.(".Lease Term") is·hereby.e~~nded .fur the period .beginning 
May 1, 2006 and eb.aing·.on Api;il.?,9.),PH.. ; : .. ~ .. : . " 

. . . . .. : . . . ' . : ·. . . . ·~ . 
2. RENT. Minimilln Base "Rent:f~r th~'.i,eas~ Term is ai"foUow·s: Annual Minimµm Base Rent 
shall be $.89,100.00, to be paid in equal monthly installmep.ts of $7,425.00. 

3. OPTION TO RENEW. Landlord grants Tenant the right, privilege and option to extend this 
· Lease for one (1) successive period of five (5) years under the same terms and conditions of this 

Lease in effect at the expiration of the initial term or extended term" hereof except that the 
Minimum Annual Rent during the option term shall be a negotiated rate between Landlord and 
Tenant. Landlord and Tenant will mutually agree on the rental rate; provided hmyever, that if the 
parties cannot agree, then average of the rate reasonably determined by the parties. will be· 
established as the negotiated rate. Tenant shall provide Landlord with a written notice of its 
exercise of such option at least one hundred eighty (180) days before the expiratiop of the .initial 
term or any extended term as the case may be. · 

4. Lease Section 8.2, 8.4, 8.5 shall be deleted in. their entirety and the following inserted:Tenant 
shall, during the Lease term, maintain in full force and effect the following insurance: 

· (A) Comprehensive general liabil[ty insurance insuring against all claims; demands, actions, or liability 
for injury .. to or death ofany persons, and for damage to properly occurring in or on the Premises. This 
policy must contain coverage for Premises operations, products, and completed opera\ions, ~lanket · 

···contractual, personal injury, .operations, ownership, maintenance and use of owned, non-owned, or hired 
automobiles, bodi1¥ injury, and properfy damage.· The policy must be written in an occurrence form and 
shall have limits iii arnounis not less than $1,000,000 per occurrence and $4,000,000 in the aggregat>. This 
insurance must include a contractual coverage endorsement specifically insuring the perfom1ance by 
Tenant of its indemnity agreement contained herein. Tenant shall name Landlord as an additional insured 
on its comprehensive general liability insur:µicc policy. 

~. ~ . ~ ...__ :. 
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(B) All-risk fire insurance, inclu without limitation, vandalism and malicious mischief cor o;e, 
covering Tenant's furniture, fixtures m._ ~quipment owned by Tenant to the extent of their full rep la. .lt 
value. Provided, however, Tenant may, in lieu of carrying plate glass insurance, self insure or bear the risk 
for such plate glass. 

(C) Tenant may comply with its insurance obligations· hereunder by endorsement to any blanket policy 
of insurance. . 

(D) Tenant shall provide the Landlord with a certificate of insurance providing that the policies set out 
above can not be cancelled, amended or modified without at least thirty (30) days written notice to the 
certificate holder. The insurance s!iall be effective for not less thaIJ one (1) year, and thirty (30) days prior 
to the expiration of any policy of insurance; Tenant shall deliver to the Landlord a notice of any change or 
cancellation or a renewal or new policy to take the place of the policy expiring. 

(E) · All insurance po!icles required to be maintained li~reunder shall be issued by an insurance 
company licensed to do business within the state in which the Premises are located. 

(F) Tenant shall indemnify, 'defend, and save harmless Landlord from any claim or las~ by reason of 
any. accident or damage to any· person or property happening in the Premises exce~t for those claims ~nd 
losses due to the- sole negligence of Landlord. Lili:ewise, Landlord agrees to indemnify, defend. and save 
Tenant harnile~ :(rom any claim or loss by reason of an accident or damage to any person or property 
happening in any· of the Common Area, (including without limitation, parking area, sidewalks, ramps and 
service ar.ea) of the Shopping Center and other parts of the Shopping Center except for those cl.aims and 
'losses due to Tenai;it's sole negligence. 

l 
5. Except as modifi.e.d herein, all ternis and conditions of the Lease remain in full force and 
effect. 

LANDLORD 

By: (~'·r1 ;r,?fu.w: 
Albert J. Musso, as Trnstees 
Under the Declaration of Trust 
·Dated March 12, 1996. 

By: ~v· .... L.Q;... \Y---f~....;-. 
Bernice G. Musso, as Trustees 
Under the Declaration of Trust 
:pated March 12, 1996 ..... 

By:~al/?JJ. ~ /~ul~ 
Walter A, Arnold, in Trust, 
As Trustee of the Stella Am.old 
1987 Exempt Trust FBO Walter 
A. Arnold dated April 4, 2001 

By:~~·~ 
.{§fulSParg-O>jSt, I 
As Trustee of the Stella Arnold 
1987 Exempt Trust FBO Joan 
Spargo dated April 4, 2001 

TENANT 
.BEAUTY SYSIBMS GROUP, INC. 
a Delaware·corporation 

~~ /. 'chaclReDZUlli~ 
/ Its: Chainnan 

Date: ~ ;l.:l{, ,9.../JD<..o 
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auty systems 
group 

l/ORlDWJDE 
;urronr crnrrn 
IODIC.loradoBlvd. 
lenlon, 1X7'211l-&BOl 
1hnne: 940.B9BJ500 

April 13, 2010 

VIA UPS 

Mr. Walter Am.old 
45475 Pueblo Road 
Indian Wells, CA 92210 

Re: Beauty Systems Group LLC - #8686 San Francisco/CA 
Lease dated March 6, 1996 by and between Albert J. Musso and· Bernice G. Musso, as 
Trustee Under fue Declaration of Trust dated March 12, 1996 and Walter A. Aniold and 
Joan Spargo, in Trust, as Trustee of 1he Stella Am.old 1987 Exempt Trust dated May 28, 
1987, Landlord, and Beauty Systems Group LLC, Tenant, for fue premises located at 450 
SiKth Street, San Francisco, California 

Dear Mr. Am.old: 

The above referenced Lease expires on April 30, 2011. Pursuant to the Lease addendum 
#3 dated March 24, 2006, Paragraph 3, Option to Renew, we have one (1) five (5) year 
option to extend this Lease, which is to be exercised by October 30, 2010. This letter 
shall serve as Tenant's exercise of its option. 

The option term will coIDIDence on May 1, 2011 and shall expire on April 30, 2016. The 
Landlord and Tenant agree the Minimum Annual Base Rent for the extended. term shall 
be $89,100.00 payable illmm:i.thly installments of $7,425.00 commencing on May 1, 
2011 and ending on April 30, 2013. The Minimum Annual Base Rent for the extended 
term shall be $96,000.00 payable in monthly installments of $8,000.00 commencing on 
Ma-y 1, 2013 and ending on April ~O, 2016. 

Please acknowledge fue deliverance of this· option exercise letter by signing below and 
retom one (1) original to .Sheri Christensen for our records. Thank you for your 
cooperation in this matter. 

Reg8!ds, 

BEAUTY SYSTEMS GROUP LLC Acknowledged this ___ . day of 

~----of2010. 

WALTER A. ARNOLD 

By: _________ _ 

Its:~---------
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. fOURTH AMENDMENT TO· LEASE 

THIS FOURTH AMENDJY.IENT TO LEASE.is entered into as of--'"-f--=-cr------
2015 by. and between Albert J. Musso and Bernice G. Musso, as T.ru. ees nder the Declaration 
of Trust dated March 12, 1996 and Walter A. Arnold and Joan Spargo, in Trust, as Trustee of the 
Stella Arnold 1987 Exempt Trust dated May 28,1987, ("Landlord"), and Beauty Systems Group, 
Inc., a Delaware Corporation. ("Tenant''). . 

R,ECITALS 

WHEREAS Landlord and·Tenant, or their predecessors in interest, entered Jnto that certain lease 
agreement dated March 6, 1996, her~in referred to as ("Lease"}, relating t.o the premises of 
4,500 square feetlocated.at450 Sixth Str.eet, San Francisco, California; and ·· 

· WHERTu\S the Lease Term will expire on April 30, 2016; and 

WHEREAS the Landlord and Tenant desire to exterid the term Qf the Lease; and amend the 
terms and coudition,s of theLease as hereinafter set fortp.. · 

TERMS· 

NOW, THEREFORE, for good filtd valuable consideration: the sufficiency and receipt of which 
are hereby acknow !edged, Landlord and Tenant hereby agree as follow.s: 

1. TERM. The Term of the Lease is hereby extended for the period beginning May 1, 2016 and 
. ending on April 30, 2026. 

2. RENT. Base Rent for the Extended Lease Tenn is as follows: Aunual Base Rent shall be: 

05/01/2016 - 04/30/2021: $111,000.00 to be paid in equal monthly installments of $9,250.00. 
05/01/2021 - 04/30/2026: $120,000.00 to be paid in equal monthly installments of $1.0,000.00. 

3. GRANT OF ADDIDONAL OPTION. Tenant shall be entitled to one (1) option to extend the 
Term, for an additional term of sixty (60). moi;i.ths. All terms and conditions of the Lease. shall 
_apply. to and during additional Option Term, except for the Minimum Monthly Rent shall 
increase to Eleven Thousand Two Hundred Dollars ($.11,200.00) month. Tenant shall provide 
landlord with written notice of its exercise of such option at least. one .gi.indred eighty (180) days 
before the expiration of the initial term or any extended term. · 

·. . 
4. Except as modified herein, all terms and com;litions of the Lease· remain in full force .and 
effect. 

·Signatures O?- next page 
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LANDLORD 

________ as, Trustees 
Under the Declaration of Trust 
Dated March 12, 1996 
Date: ________ _ 

By: _____ _c__ __ _ 

----~---·as Trustees 
Unde;nhe Deylaration of Trust 
Dated March 12, 1996 
Dat~: . . 

By:~;j/arf j(. f/!rtJ 
Walter A. Arnold, in Trust, 

· .As Trustee of the S.tella Arnold 
1987 ExemptTrustFBO Walter A. 
Arnold dated Al?Jil 4, 2001 
Date: $'/I (r J lJ 

I I · 

~?~~:1in !c'f!~ . 
As Trustee of ilie Stella Arnold 
1987 Exempt Trust FBO Joan 
Spargo da!pd.Ai;iaj,4, 2001 
Date: , /S, l.:J 

By:.l._..<'.'.\L.:L<'.';&1.~~~~~~ 
Arlene R:iplay 

Date: 3'..--;f°t - -Z.0(5"" 

By:. /~/#---T 

TENANT 
BEAUTY SYSTEMS GROUP, lNC. 
apelaware Corporation 

By~· 
N.ame: ~~:v\ T1tle{f;- , .5 · · . · · S 
Date: .2-{ l~[ d-.O IS 
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OFFICE OF THE MAYOR 
SAN FRANCISCO 

EDWIN M. LEE 

TO: 

FROM: 

RE: 

DATE: 

Angela Calvillo, Clerk of the Board of Supervisors 

Mayor Edwin M. Lee ~ 

Real. Property Purchase - 450 Sixth Street - Multiple Party Ownership -
$2,403,333 
May 31, 2016 

Attached for introduction to the Board of Supervisors is a resolution authorizing the 
execution and acceptance of a Purchase and Sale Agreement by and between the. City 
and Joan Spargo, in Trust, as Trustee of the "Stella Arnold 1987 Exempt Trust FBO 
Joan Spargo" dated April 4, 2001, as to an undivided ·3/8 interest; Walter A. Arnold, in 
Trust, as Trustee of the "Stella Arnold 1987 Exempt Trust FBO Walter A. Arnold" dated 
April 4, 2001, as to an undivided 3/8 interest; Kenneth Musso, as to an undivided 1/12 
interest; David Musso, as to an undivided 1/12 interest; and Arlene Ripley, as to an 
undivided 1 /12 interest ("Seller"), for the real property located at 450 Sixth Street (Block 
3750, Lot 043) for $2,403,333; and finding the proposed transactions are in 
conformance with the City's General Plan, and the eight priority policies of Planning 
Code, Section 101.1. 

I respectfully request that this item be calendared in Budget & Finance Committee on 
June 16, 2016. 

Should you have any questions, please contact Nicole Elliott (415) 554-7940. 

1 DR. CARL TON 8. GOODLETI PLACE, ROOM 200 
SAN FRANCISCO, Cf91WPNIA 94102-4681 

TELEPHONE: (~1'5) 554-6141 

~.' 

-·..::'. r- .. ' 
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File No. 160645 
FORM SFEC-126: 

NOTIFICATION OF CONTRACT APPROVAL 
(S.F. Campaign and Governmental Conduct Code§ 1.126) 

City Elective Officer Information [Please print clearly.) 

Name of City elective officer(s): City elective office(s) held: 

Members, Board of Supervisors Members, Board of Supervisors 

Contractor Information (Please print clearly.) · 
Name of contractor: 
Joan Spargo, in Trust, as Trustee of the "Stella Arnold 1987 Exempt Trust FBO Joan Spargo" dated April 
4, 2001, as to an undivided 318 interest; Walter A. Arnold, in Trust, as Trustee of the "Stella Arnold 1987 Exempt Trust FBO 
Walter A. Arnold" dated April 4, 2001, as to an undivided 318 interest; Kenneth Musso, as to an undivided 1/12 interest; David 
Musso, as to an undivided 1/12 interest; and Arlene Ripley, as to an undivided 1112 interest 
Please list the names of (1) members of the contractor's board of directors; (2) the contractor's chief executive officer, chief 
financial officer and chief operating officer; (3) any person who has an ownership of20 percent or more in the contractor; (4) 
any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor. Use 
additional pages as necessary. 

(1) NIA 
(2) NIA 
(3) Joan Spargo, in Trust, as Trustee of the "Stella Arnold 1987 Exempt Trust FBO Joan Spargo" dated April 4, 2001, as 

to an undivided 318 interest; Walter A. Arnold, in Trust, as Trustee of the "Stella Arnold 1987 Exempt Trust FBO 
Walter A. Arnold" dated April 4, 2001, as to an undivided 318 interest 

(4) NIA 
(5) NIA 

Contractor address: 
Stella Arnold Exempt Trust Joan Spargo, 5627 Straw Flower Ln, San Jose, CA 95118 

Date that contract was approved: I Amount of contract: ' 
$2,403,333 

Describe the nature of the contract that was approved: 
Purchase of 450 61h Street, San Francisco 

Comments: 

This contract was approved by (check applicable): 

D the City elective officer(s) identified on this form (Mayor, Edwin Lee) 

o a board on which the City elective officer(s) serves San Francisco Board of Supervisors 
Print Name of Board 

D the board of a state agency (Health Authority, Housing Authority Commission, fudustrial Development Authority 

Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board, Treasure Island 
Development Authority) on which an appointee of the City elective officer(s) identified on this form sits 

Print Name of Board 

Filer Information [Please print clearly.) 
Name of filer: Contact telephone number: 
Angela Calvillo, Clerk of the Board (415) 554-5184 

Address: E-mail: 
City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA 94102 ' Board.of.Supervisors@sfgov.org 

Signature of City Elective Officer (if submitted by City elective officer) Date Signed 

Signature of Board Secretary or Clerk (if submitted by Board Secretary or Clerk) Date Signed 
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