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AMENDED IN COMMITTEE
6/16/16
FILE NO. 160645 RESOLUTION NO.

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

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 Muéso, 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 (Assessor’s Parcel Block No. 3759, Lot No. 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.

WHEREAS, The Capital Planning Committee and Board of Supervisors have
previously approved a Hall of Justice replacement project known as the Justice Facilities
Improvement Project (JFIP); and | |

WHEREAS, The Board of Supervisors directed City staff in December of 2015 to
pursue property acquisitions within Assessor's Parcel Block No. 3759 for purposes consistent
with the JFIP; and

WHEREAS, 450 Sixth Street is Assessor's Parcel Block N0.3759, Lot No. 43; and

WHEREAS, The acquisition of thié property is key to the potential development of any
project adjacent to existing Hall of Justice facilities consistent with the JFIP; and

WHEREAS, The Planning Department, through General Plan Referral letter dated May
26, 2016, (“Planning Letter”), which is on file with the Clerk of the Board of Supervisors under
File No. 160645, has verified that the City’s acquisition of 450 Sixth Street is consistent with

Mayor Lee .
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the General Plan, and the eight priority policies under Planning Code, Section 101.1, and the
acquisition was fully evaluated in the 850 Bryant Street — Hall of Justice Mitigated Negative
Declaration, Planning Case No. 2014.0198E, upheld by the Board of Supervisors on July 21,
2015, Motion No. 150702; and

WHEREAS, The Director of Property, in consultation with the Office of the City
Attorney, negotiated the 'proppsed Purchase and Sale Agreement for 450 Sixth Street
(Assessor’s Parcel Block No. 3759, Lot No. 43), which is on file with the Clerk of the Board of
Supervisors uhder File No. 160645 (the “Agreement”), with a purchase price of $2,403,333
(the “Purchase Price”); and | '

WHEREAS, The property is currently leased to Beauty Systems Group Inc., a
Delaware Corporation (“Tenant”) through April 30, 2026 (the “Lease”, a copy of which is on file -
with the Clerk of the Board of Supervisors under File No. 160645) at a industrial gross rent of
$9,250 per month which. will provide income to the City during the JFIP design and permitting
process; and { _ |

WHEREAS, An indebendent MAI appraisal of 450 Sixth Street, by Carneghi and
Partners Inc. in October 2015, determined thét fair market value for the property to be
acquired at $2,750,000; now, therefore, be it

RESOLVED, That the Board of Supervisors hereby finds that the acquisition of 450
Sixth Street is consistent with the City’s General Plan and Eight Priority Policies of Planning
Code Section 101.1 and hereby incorporates such findings by reference as though fully set
forth in this Resolution; and, be it

FURTHER RESOLVED, That the Board of Supervisors hereby finds that the purchase
of the Property, as contemplated by the Purchase Agreement is consistent with the General
Plan, and with the eight Priority Policies of Planning Code Section 101.1 and has been fully
evaluated in the 850 Bryant Street — Hall of Justice Mitigated Negative Declaration for the

Mayor Lee
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same reasons as set forth in the letter of the Department of City Planning, dated May 26,
2016, and hereby incorporates such findings by reference és though fully set forth in this
Resolution; and, be it

FURTHER RESOLVED, That in accordance with the recomméndation of the Director
of Property and Mayor, the jurisdiction of the Acquisition Site will be assigned upon close of
escrow to Real Estate; and, be it

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

Agreemeht is hereby approved and the Director of Property (or his designee) are hereby -
authorized to execute the Agreement, in substantially the form of Agreement referenced
herein, on behalf of the City and any such other documents that are necessary or advisable to
complete the transaction contemplated by the Agreement and effectuate the pﬁrpose and
intent of this Resolution;land, be it

FURTHER RESOLVED, That the Board of Supervisors authorizes the Director of
Property (or his designee), in consultation with the City Attorney, to enter into any additions,
amendments or other modifications to the Agreement and any other documents or
instruments, including but not limited to an Assighment of Lease, necessary in connection
therewith, that the Director 6f Property determines are in the best interests of the City, do not
materially decrease the benefits to the City with respect to the Property, do not materially
increase the obligations or liabilities of the City, and are necessary or advisable to complete
the transaction contemplated in the Agreement and that effectuate the purpose and intent of
this Resolution, such determination to be conclusively evidenced by the execution and .
delivery by the Director of Property (or his designee) of any such additions, amendments, or

other modifications; and, be it

Mayor Lee
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FURTHER RESOLVED, Thét the Board of Supervisors authorizes the
assignment of the Lease; and, be it

FURTHER RESOLVED, That all actions authorized and directed by this
Resolution and heretofore taken are hereby ratified, approved and confirmed by this
Board of Supervisors; and, be it

FURTHER RESOLVED, That the Director of Property shall provide the Clerk
of the Board of Supervisors a fully executed copy of the Purchase and Sale

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

$2,403,333 Available
://7, Vel T
=
Controller
Availability of funds for future fiscal years is
subject to the enactment of the annual
appropriation ordinance.

M/)(

RECOMMENDED: -

Director of Propérty | Q ~

Mayor Lee
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CITY AND COUNTY OF SAN FRANCISCO

BOARD OF SUPERVISORS

BUDGET AND LEGISLATIVE ANALYST

1390 Market Street, Suite 1150, San Francisco, CA 94102 (415) 552-9292
FAX (415) 252-0461

June 14, 2016

TO: Budget and Finance Committee
FROM: Budget and Legislative Analyst %"J

SUBJECT: June 16, 2016 Budget and Finance Committee Meeting
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BUDGET AND FINANCE COMMITTEE MEETING JUNE 16,2016

Item 9 | Department:
File 16-0645 Real Estate Division

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 e1ght 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 6™ Street, (3) 450 6" Street and (4) 470 6™ Street. The acquisition of
the property at 450 6" Street is the subject of this resolution.

Fiscal Impact

The appralsed 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 6" Street.

Policy Consideration

A City 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, 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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BUDGET AND FINANCE COMMITTEE MEETING ' JUNE 16, 2016

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, 2016'. 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 developing 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 6™ Street, (3) 450 6™ Street and (4) 470 6™ 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,

* 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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2001 as to an undivided 3/8 interest, (c) Kenneth Musso, as to an undivided 1/12 interest, (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.

Exi'sting and Proposed Use of Property

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 for planned acquisition,
located adjacent to the Hall of Justice as shown in the map below.
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The subject property at 450 6™ 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 Division 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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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.

Table 1: Net Purchase Costs to City

Appraisal $2,750000
Proposed Purchase Price 2,403,333
Transaction Fees and Expenses ~ 25,000

Subtotal City Cost $2,428,333
Credit for Transfer Taxes (18,023)
Net City Cost $2,410,310

Source of Funding ,

$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 6™ 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 6™ 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 6™ 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 Revenues from 450 6" Street Lease

Projected Projected Net Net Cumulative
Year Annual Annual
Annual . Revenues
Operating | Income
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.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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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 6 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 continue 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 6" Street is for less than the fair
market value and has an existing tenant which provides rental revenue o 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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- AGREEMENT 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 Trust FBO Walter A. Arnold" dated April 4, 2001, as to an undivided 3/8 interest; Kenneth Musso,
astoan undmded 1/12 interest; David Musso, as to an undivided 1/12 interest; and Arlene Rlpley, as fo
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

1

March 14, 2016

1 2 0 7 L\WordCDunn\7017033 New Jail Land AcquisiHon\450 6th StWcgislation\3 14 16 psa (seller) for
BOS.doc
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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. Armnold, in Trust, as Trustee of the "Stella Amold 1987
Exempt Trust FBO Walter A. Amold" dated April 4, 2001, as to an undivided 3/8 interest;
Kenneth Musso, asto 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"), and the CITY AND COUNTY
OF SAN FRANCISCO, a municipal corporation ("Buyer" or "Clty")

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

1.  PURCHASE AND SALE
1.1 Property 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 referréd to in Subsections (a), and (b) 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 Taxes], 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 affected thereby.

23 Funds _ K

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 pohcy 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 existing lease to Beauty Systems
Group, Inc., dated as of May 1, 1996 (the “Lease”) and as subsequently amended, and all other
exceptions, liens and encumbrances except solely for the Accepted Conditions of Title pursuant
to Section 5.1(a) below. The Title Policy shall provide full coverage against mechanics' and
materialmen's liens arising out of the construction, repair or alteration 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 companies 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 PNVESTIGATIONS
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 stich
~ appraisals, inspections, tests, audits, verifications, inventories, investigations and other due
diligence regarding the economic, phys1ca1 envuonmental title and legal conditions 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 5.1(f) within 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, Artlcle 9, Section 1680) for the
Property, copies of which are attached as Schedule 1 to this Agreement, no less than 24 hours
prror 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 acts 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 apphcable laws. This indemnity shall survive
the termination of this Agreement or the Closing, as applicable.

5.1  City's Conditions to Closing

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

@ 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, restrictions, agreements or other
documents that affect the Property, and are not disclosed by the Prehmmary Report attached as
Exhibit B, or, if Seller knows of no such documents, a written certification of Seller to that
effect; and

(3  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 exceptions 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 after 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 to 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 defined 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 contammatlon 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 D111gence 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 Hazardous Material
located on or under the Property in comphance with all governmental laws, rules, regulations and
requirements and in accordance with a written remediation plan approved by C1ty 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 to request that Seller remediate the contamination as provided in ¢lause (i)
above or provide a credit as provided in clause, (iii) Seller shall in its sole discretion 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 amounit 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 right to 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 subjectto
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 wﬂ:h the purchase without the remediation or the credit.

(¢) City's review and approval, Wlthm 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

‘ mprovements 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 docurnents of significance to the Property (collectively, the
"Documents"); and (if) such other information 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 certified
rent roll showing rent payment history for the three (3) most recent calendar years before the
Effective Date.

® Cify s review and approval, within the Due Diligence Period, of Seller’s Tax
Return income and expense 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 (iit) a current rent roll for the Property, prepared by
Seller and listing for each tenant the name, location of leased premises, rent, obligation for
reimbursement of expenses, amount of security deposit and rent paid more fhan thirty (30) days
in advance, lease commencement date, lease termination date, lease expansion or extension
options, opt1on rent, and cost of 11vmg 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 delivering 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 commercial 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 Watranties of Seller] below are true and correct
as of the Closing Date.

(§) 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 pending 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 Supeivisors 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. If 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 Conditions
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 further rights or obligations hereunder, or (2) bring a legal action for specrﬁc
performance
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5.2 Cooperation with City

Seller shall cooperate with City and do all 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 limitation, 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 1033 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 C1ty 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 the provisions of this Agreement and any
add1t1ona1 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. Tltle Company 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 closmg date (the “Closing Date Notice™), or on such earlier
or later date as City and Seller 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 effeet 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 fallson 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) four (4) duly executed counterparts of the Assignment of Lease;

(c) duly executed tenant estoppel certificates as required pursuant to

Section 5. 1(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(1)(3) of the Federal Tax
Code; X

(f) aproperly 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;

S (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 Clty'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 Aby City's Director of Property;
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(b) four (4) duly executed counterparts of the Assignment ef Lease;
(¢) aclosing 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 limnitation, 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  Rentand Other Apportionments

The following are to be apportioned through escrow as of the (;,losing 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 directly
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 concessions 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 taxes, 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 credit 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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owed 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 Closing, then Seller shall promptly pay the
deficiency to City.

(d) Utility Charges

Seller shall use commercially reasonable efforts to cause all the 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 dep031ts to be returned to Seller to the extent Seller is entitled
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.

72  Closing 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 Date.

7.4  Preliminary Closing Adjustment

Sellér and City shall jointly prepare a preliminary Closing adjustment on the basié 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 feasible. Either party owing the
other party a sum of money based on such subsequent prorations shall prompﬂy pay such sum' to
the other party.
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- 7.6 Survival
The pI‘OViSiOI;S of this Section shall survive the Closing.
REPRESENTATIONS AND WARRANTIES
8.1 As Is Sale

BUYER ACKNOWLEDGES AND AGREES THAT (i) THE PROPERTY IS 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, (i) 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 CONCERNING 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 HAVE 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
COMPACTION 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 UNDERNEATH
THE SURFACE 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
Seller 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 Closing, 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.

(¢) 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, opera‘uon or value of the Property

(d) To the best of Seller’s knowledge there are no easements or nghts 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 nght to traverse any portion of the Property to gain
access to other real property other than those disclosed in the Title Report. To thé best of
- Seller’s knowledge, there are no-disputes with regard 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.

() To the best of Seller’s knowledge, there is no litigation pending or, after due
and diligent inquiry, to the best of Seller's knowledge, threatened, against Seller or any basis
therefor that arises out of the ownership of the Property or that mlght 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, duly 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 agreernent 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
mtended.
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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 Material in, on, under or about the Property, or the migration of
Hazardous Material from or to other property; and (iv) that there 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::

@) "Environmental Laws" shall mean any present or future federal,
state or local laws, ordinances, regulations or policies relating to Hazardous Material (including,
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. '

(i)  "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 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, pourmg,
emitting, emptying, discharging, 1nJect1ng, escaping, leaching, dumping, or disposing into or
inside any of the Jmprovements or in, on, under or about the Property.- Release shall 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 coritracts
made by Seller for-any of the Improvements that have not been fully paid for and Seller shall
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.

(1) Seller is not a "foreign person” within the meaning of Section 1445(H)(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 Tandlord's leasmg costs incurred by Seller in connection with any
tenant improvements.

4
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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 expansmn optlons 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 information
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 respective
term of such Lease.

(p) Except as otherWlse expressly set forth herem the Property is sold as-is with
no warranties by Seller. ,

9.  RISK OF LOSS AND POSSESSION
9.1 Risk of Loss

) A

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 deductiblé 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 répair 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 msurance
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 Agreement 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 transaction 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 destruction
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 (¢)
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 not all of the Property is the subj ect 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 p011c1es 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.

93 Possession -

Subject to provisions of the Lease, possession of the Property shall be delivered to City
on 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
Existing 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 Seller 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 the 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 cer‘uﬁed mail,
postage prepaid, return receipt required, and addressed as follows:

City: 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

. with copy to: _ 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

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

With a copy to: 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 prov1ded 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.

112 Brokers and Finders

Neither party has had any contact or dealmgs regardmg the Property, or any
communication in connection 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 herein. 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
communication, 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 defendmg against the same. The provrsrons
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 assighs. City shall have the right, upon
notice to Seller, to assign its rlght title and interest in and to.this Agreement to the Nominee or
one (1) or more assignees-at any time before the Closmg 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 mdde 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 instrument delivered at any time
by or on behalf of Seller in conjunction with the transactron contemplated hereby shall constitute
representations and warranties hereunder. -

11.6 Governing Law

This Agreement shall be governed by and construed in accordance 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 herein, the term "Agents" when used with respect 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 shallbe

~made by or through City's Director of Property unless otherw1se provided herein, subject to
apphcable law.
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' 11.9 Inmterpretation 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 represented by experienced and knowledgeable legal counsel. Accordmgly, any rule 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 1ts 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 hdve such 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 connéction 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 experience 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 materials 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
provisions 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 Cahforma, and certifies that it does not know of any
facts which would constitute a violation of said provision, and agrees that if Seller becomes:
aware of any such fact during the term of thlS Agreement Seller shall immediately notlfy 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 1.126 of the San Francisco Campaign and Governmental Conduct Code, which prohibits
any person who contracts with the City for the selling or leasing of any land or building to or
from the City whenever such transaction would require the approval by a City elective officer,
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 controlied 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 only 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 apphes to each Seller; each member of
Seller's board: of directors, and Seller’s chief executive officer, chief financial officér 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 of the persons
described in the preceding sentence of the prohibitions contained in Séction 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 appointive
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 under
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 Severability

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.
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11 18 Agreement Not to Market Prior to Effective Date

Seller agrees that unless and until this Agreement tenmnates 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
EMPLOYEE OF CITY HAS AUTHORITY TO COMMIT CITY TO THIS AGREEMENT
UNLESS AND UNTIL APPROPRIATE LEGISLATION OF CITY'S BOARD OF
SUPERVISORS SHALL HAVE BEEN DULY ENACTED APPROVING THIS AGREEMENT
AND AUTHORIZING THE TRANSACTIONS CONTEMPLATED 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 CONTEMPLATED HEREBY BY ANY
DEPARTMENT, COMMISSION OR AGENCY OF CITY SHALL NOT BE DEEMED TO
IMPLY THAT SUCH LEGISLATION WILL BE ENACTED NOR WILL ANY SUCH
APPROVAL CREATE ANY BINDING OBLIGATIONS ON CITY.

[SIGNATURES 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

2
1232

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

By:
Its:

Dafe:

Walter A. Arnold, in Trust, as Trustee of the

- "Stella Arnold 1987 Exempt Trust FBO Walter

A. Amold" dated April 4, 2001, as to an
undivided 3/8 interest

By:
Its:

Date: : '

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

By:
Its:

Date:

Arlene Ripley, as to an undivided 1/12 interest

By:
Its: -

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 COMPANY: - CHICAGO TITLE INSURANCE COMPANY

By: _
Its:

. Date:
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EXHIBIT A
REAL PROPERTY DESCRIPTION

For- APN/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
DESCRIBED 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 5 O‘FEET;
THENCE AT A

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

SOUTHEASTERLY ALONG SAID NORTI—]EASTERLY 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 BLO‘CK NO. 397.
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EXHIBIT B
PRELIMINARY TITLE REPORT
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"EXHIBIT C
GRANT DEED

RECORDING REQUESTED BY AND
WHEN RECORDED RETURN TO:

Director of Property

Real Estate Division

. City and County of San Francisco
- 25 Van Ness Avenue, Suite 400

San Francisco, California 94102

The undersigned hereby declares this instrament 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,

, hereby grants to
the CITY AND COUNTY OF SAN FRANCISCO a mumc1pal corporation, fhe real property
located in the City and County of San Francisco, State of California, described on 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, nghts 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 servicing the Property.

[SIGNATURES ON FOLLOWING PAGE]
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Executed as of this day of 1,20

NAME

Its:

NAME

Its:
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‘State of California )
| ) ss
County of San Francisco )

On , before me, , a notary public in and
for said State, personally appeared . ' , who proved to
me on the basis of satisfactory evidence o 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 capacity(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 California that the foregoing
paragraph is true and correct.

WITNESS my hand and official scal.

Signature (Seal)
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CERTIFICATE OF ACCEPTANCE

This is to certify that the interest in real property conveyed by the foregoing Grant Deed .
to the City and County of San Francisco, a municipal corporation, is hereby accepted pursuant to

Board of Supervisors' Resolution No. , approved -, and the grantee
consents to recordation thereof by its duly authorized officer. :
Dated: . By:
John Updike
Director of Property
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EXHIBIT D
THE LEASE.
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EXHIBIT E
"INTENTIONALLY OMITTED
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EXHIBIT F
ASSIGNMENT OF LEASE

THIS ASSIGNMENT is made and entered into as of this day' of
20, by and between

("Assignor"), and the CITY AND COUNTY OF
SAN FRANCISCO a municipal corporatmn ("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 FURTHER HEREBY AGREE AND COVENANT AS
- FOLLOWS:

1. - Assignor represents and warrants that as of the Effective Date (i) the Lease
aftached Schedule 1 is a true, 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), resultmg from landlord's obhgatlons 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 arising on and after the’
Effective Date.

4. Any rental and other payinents under the Leases shall be prorated between the
parties as provided in the Purchase Agreement between Assignor, as Seller, and Assignee, as
City, dated as of (the "Purchase Agreement").

5. In the event of any litigation between Assignor and Assignee arising out of this
Assignment, the losing party shall pay the prevaﬂmg party's costs and expenses of such ‘
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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S. 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 same
_ instrument.

[SIGNATURES ON FOLLOWING PAGE]

_3 L\Work\CDunn\70V7033 New Jail Land Acquisition\d50 6th StLegislation\3 14 16 psa (seller) for BOS.doc

1243




Assignor and Assignee have executed this Assignment as of the day and year first written

above.
ASSIGNOR: a
By: .
[NAME]
Its:
By:
[NAME]
Its:
ASSIGNEE: CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation
By: .
JOHN UPDIKE
Director of Property
APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney
By:
[DEPUTY'S NAME]
Deputy City Attorney
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EXHIBIT G

TENANT'S ESTOPPEL CERTIFICATE

Requires seller information

DATE: JANUARY ,2016

TENANT:
PREMISES:

LEASE DATE:
COMMENCEMENT DATE:

EXPIRATION DATE:

OPTIONS:

BASE MONTHLY RENT:

DATE RENT AND OPERATING EXPENSE
PAYMENTS ARE DUE: -

BASE YEAR TAXES:

BASE YEAR INSURANCE

BASE YEAR LANDLORD
MAINTENANCE: -

' OPERATING EXPENSES:

G-
1

1

245

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 fhe 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: $ 8,000.00
May 1,2016 to April 30,2021:  $ 9,250.00
May 1, 2011 to April 30,2026:  $10,000.00

First of the month

Requires seller information

Requires seller information -
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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 ASSIGNEES, AS
FOLLOWS:

P

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 approxihnately 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 .subj ect to
the followmg 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 Wlthln 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 optlon to purchase, or nght 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 Certlﬁcate inaccurate as of the date
hereof or as of any future date.

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

* 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, registrations or identification numbers 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 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 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 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.

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
this Certificate on behalf 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:

[INAME]

[TITLE]
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EXHIBIT H

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 if the transferor 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

, 8
("Transferor™), the undersigned hereby certifies the following on behalf of Transferor: -

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

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

3. Transferot'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 contained 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 1 further declare that I have authority
to sign this document on behalf of Transferor.

Dated: , 20
On behalf of:
[NAME]
a
By:
[NAME]

Its: ' » i
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EXHIBIT I
DESIGNATION AGREEMENT

This DESIGNATION AGREEMENT (the "Agreement') dated as of
20 ,isbyand between

("Seller"), the CITY AND COUNTY OF SAN FRANCISCO, a

municipal corporation ("City"), and TITLE INSURANCE COMPANY
("Title Company™).

Al 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, certain 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 Requirements) 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 Company desire to designate Title Company as the
"Reporting Person" (as defined in the "Reportmg Requirements") with respect to the
Transacnons

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 Title 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
pena1t1es of perjury, that Seller's correct taxpayer identification number is

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

Attn: '
Facsimile No.: ()

CITY: ' o Director of Property
‘ 25 Van Ness Avenue, Suite 400
San Francisco, California 94102
B Facsimile No.: (415) 552-9216 - !
TITLE COMPANY: :

Attn:
Facsimile No.: (_)

5. Each of the i)arties hereto shall retain this Agreement for a périod of four (4) .yeaxs
following the calendar year during which the date of closing of the Transaction occurs.

[SIGNATURES ON FOLLOWING PAGE] '
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IN WITNESS WHEREQOF, the pa:rtles have entered into this Agreement as of the date and year

first above written.

SELLER:

CITY:

Title Company:

3
1252

Atn:
Facsimile No.: ()

By: '

Its:

Date:

. CITY AND COUNTY OF SAN FRANCISCO

a municipal corporatlon

By: _
JOHN UPDIKE
Director of Property

Date:

TITLE INSURANCE

COMPANY

Date;

By:

Its:

IAWork\CDunn\70v7033 New Jail Land Acquisiti 6th StLegistation\3 14 16 psa (seller) for BOS.doc



SAN FRANGISCO
PLANNING DEPARTMENT

General Plan Referral 1650 isin 1.
San Frangisco,
€A 94103-2479
Date: May, 26 2016 Reception:
' . 415.558.6378
Case No. Case No. 2016.003177GPR Fax
450 06" Street Acquisition 415.558.6409
Plaoning
Block/Lot No.: 3759/043 infarmation;

415.558.6377
Project Sponsor: John Updike — (415) 554-9860 N
johm.updike@sfgov.org
Office of the Director of Real Estate

25 Van Ness Avenue, Suite 400
San Francisco, CA 94102

Staff Contact: Audrey Harris— (415) 575-9136
audrey.harris @sfgov.org

Recommendation:  Finding the proposed acquisition of land and building at 450 06" Street,
on balance, in conformity with the General Plan.

.

Recommended W
By: Wahaim, [@B}amﬁng
PROJECT DESCRIPTION

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 building 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 distribution; 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 approvals may include a new General Plan Referral and additional environmental
review.

www.sfplanning.org
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: CASE NO. 2016-003177GPR
GENERAL PLAN REFERRAL ACQUISITION OF 450 06™ STREET

The Pro;ect would have no adverse effect on neighborhood serving retazl uses or opportunities for employment in
or ownership of such businesses.

'I'hat 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.
That the City’s supply of affordable housing be preserved .and enhanced.
The Project would have no adverse effect on the City's suﬁply of affordable housing.

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

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

. 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,

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.

That landmarks and historic buildings be preserved.
_ This Project would have no adverse effect on landmarks or historic buildings.
That our parks and open space and their access to sunlight and vistas be protected from development.

The Project would have o adverse effect on parks and open space or their access to sunlight and vistas.

RECOMMENDATION:
The acquisition of 450 06t Street, on balance, in-conformity with the General Plan

SAN FRANCISCO
PLANNING EnY
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C{ty and County of San Francisco
REAL ESTATE DlVISION

Edwin M. Lee, Mayor John Updike
Naomi M. Kelly, City Administrafor. ~ Director of Real Estate

Miarch 7, 2016

John Rahaim

Director of Planning

Planning Department ~ 450 6" Street

1650 Mission Street, Suite 400 ‘ Block 3759, Lot 43
San Francisco, CA 94103-2414 #7033

Attention: Maria Oropeza-Stith
General Plan Referrals

Dear Mr. Rahaim:

The Real Estate Division seeks a General Plan Referral for the acquisition of land and building at 450
6™ Street (Assessor’s Block 3759, Lot 43).

The acquisition of the property, along with 5 other adjacent parcels, was included in the Fiﬁal
Mitigated Negative Detlaration in Planning Filé No. 2014.0198E.

The property consists of approximately 4,500 sq. ft. in a single story masonry building on
approximately 6,000 sq. ft. of land. The property is now being acquired for a yet to be determined
project, cotisistent with the: Justice Facilities Improvemént Program, and the buildifig will not be
medified in any way without obtaining any required Planning Departthent approvals.

Please review and de’g_ermine if the purchase of 450 6™ Street is consistent with the General Plan and
the Eight Priority Policies of Planning Code Section 101.1. Planning Department fees aré on deposit
with your Department through work order. :

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

Respectfully

John Updike
Director of Real Estate

TAWor\CDuar\70\7033 New Jail Land Acquisition\450 6th S'\GPR application R2.doc
Office of the Director of Real Estate » 25 Van Ness Averue, Suite 400 < San Francisco, GA 94102
. (415) 554-9850 - FAX: (415) 552-9216
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Planning Department 1660 Mission Street

City.and County of San Francisco San Francisco, CA 94103

General Plan Referral Application
(See attached)

1. Site Information

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

Cross Streets:  Between Bryant and Harrison Streets

Assessor's Block(s) / Lot(s):  Block 3759, Lot 43

[If project is in street right-of-way, Tist blocks & lots fronting proposed project.]

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

Project Title: 560 6™ St Acquisition

Project Description: _City acquisition of property

Present or Previous Use: Warehouse/ Wholesale Distribution

Building Permit Application No. _N/A ‘ Date Filed:

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

3. Owner/Applicant Information

Pifoperty Owner's Name: N/A

Telephone:

Address: Zip:-

Applicant's Name: _John Updike, Director Telephone: (415) 554-9860

[if different from above]

Agency with jurisdiction over property or project: _Real Estate Division

Address: 25 Van Ness Avenua} Suite 400, San Francisco, CA Zip: 94102

Contact for Project Information: Telephone:

[if different from above]

Address: ‘ ' Zip:

- 1256
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5. EIGHT PRIORITY POLICIES

Section 101.1 of the San Francisco Planning Code requires findings that 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 progect 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;

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

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

The project wbuld 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 Cily's supply of affordable
housing.

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

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

5. That a d iverse 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
oppottunities for residential employment and ownership in these secfors

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 Cily’s preparedness against
injury and loss of life in an earthquake.
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City and County of San Francisco

REAL ESTATE DIVISION
Edwin M. Lee, Mayor i . John Updike
Naomi M. Kelly, City Administrator Director of Real Estate
May 27, 2016
Through Naomi Kelly, 450 6™ Street
City Administrator Real Property Acquisition
Assignment # 7033

Honorable Board of Supervisors

City and County of San Franeisco

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

Dear Board Members:

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 6' Street consists of appréximately 4,500 sq. ft. in a single story masonry building on
approximately 6,000 sq. ft. of land. 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 Seller 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

TA\Work\CDunn\70\7033 New Jail Land Acquisition\450 6th St\Legislation\Legis Cover Letter R5.doc
‘Office of the Director of Real Estate o 25 Van Ness Avenue, Suite 400 o San Francisco, CA

941@60
(415) 554-9850 o FAX: (415) 552-9216



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 acquisitién 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 JEFIP.

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

Respectfully,

LV
Johti' Updike
Director of Property

Attachments
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Attachment #1 '

Income (as of 5/1/2016) .. Sill,OOO
Landlord Expenses $2,850
Net Income $108,150
Capitalization Rate 4.50%
Purchase Price ' $2,403,333
1262 -
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o Qmi * “JERICAN M~USTRIAL REAL " STATE ASSOCIATIC"
(NDARD lNDUSTHIAL/COMMEHCIAL SINGLE-TENANT LEASE——GRDSS

(Do not uss this form for Muit-Tenant Property)

I slons (“Baslc Provlalons”)

« w15t This Leaso {"Lease”); dated for refarence purposes only, March 6 _ 1996 ismade .
betweasn Stella Arnold & Albert Musso o ;
"Legsor”
West Coasgt Beautv Supply QEMEANY Co., Cahfor'nla COFPO,aLP”
¥ /'\\ ("LESBB-B"),

lysly the “Partles,” or ndividually a “Party").
Promissa: Thal certaln real properly, Including all Improvements thersin or to be provided by Les L@far th larms of this
and commonly known by lhe sirest address of 4350 fith Skreet

lin the Caunly of _ San Francisco _Slalsof _California
narally described as (describe’ brisfly the nature of the propsrly) approximately 4,500 sguare f eet .
gle story corcrete block ‘warehouse with aDDrox 1,800

t of rear parklnq/loadlng area.

(“Premises”). (See Paragraph 2for further provislons)
6

Term:__ten (10) - yegrs and _L___munlhs {"Orlginal Term") coromencing May 1,
mencement Date”) and anding (“Explration Data"). Wraph 3-for {urther provisions.)
Early Possesslon: Madeh«kSxxi898x  On FExecution.df | ease. ! {“Early Possasslon Date®):

aragrdphs 3.2 and 3.3 {oy further provisions.)

_Baga Rent: §_3,250.00 per month (“Base Renl"), payable on the
comimencing __ May 1, 1996 — Aprll 30, 2005

. . _ {Ses Paragraph 4 for further proyisions.}
Is box Is chackad, thers ara provisions In this Lease for the Base Renl to be adjusted, o
Base Aent Pald Upon Executlon: $__ 92750, 00
i Rent for the perlod Mav 1, 1996 through Jduly 31. 1 996

Securlly Deposit: § 9,750.0 0 ("Sacurlty Deposit"). {See Paragraph 5 for further provislons, )

Parmittad Use: Distribution and sales of~beguty supplies.and equipment and )
relatéed uses. / Uz /7\ {See Paragraph 6 for further provisions.)

Insyring Party: Lessorls the “Insuring Parly.” $ N/A Is "j age Premium.” (See Paragraph 8 for further piovisions.)

@ Real Estate Brokers: The folfowlng real astale brokers (ctllectt

8 "Brokers”) and brokerags relationships exist In this
clion and are consanted to by the Partlas (check appllcable boxes):

430

gr " _Commercial Properties. Inca L _ i represenls
Y uslvely {“Lessar's Broker"); [] both Lsssur and Lesses, and - v '
Levy & Company rapresenis

isae excluslvely {“Legace's Broker"); [ both Lessee and Lessor. (See Paragraph 15 for further pmvlslons ) @
1 Gunmntor. The obllgal!nns of the Lessea under this Lease ara to be guarantead by -/ v

i .
(“Guarantor”), (Ssa Paragrk\ gfr turther provislons.)
2 Addanda,. Allachsd hereto |s an Addsndum or Addenda conslsting of Faragraphs 49 through 54 xhibits

all of which qonslllulaj a part of this Leass.

misoa,

Letting. Lessor heraby Ieasas to Lesses, and Lessaae hersby leases from Lessor, the Premisas; for the term, at tha rental, and upon all of tha terms,
ants and conditlons sel forth In this Lease. Unlass otherwise provided heraln, any stalement of squars footage set forth In this Leasa, or that may
1een used In calculaling tental, Is an approximation which Lessor and Lessee agree Is raasunable and the renlal based therson Is not subjsct lo
7 whather or not the actual square foolaga Is more or less,

! Conditlon, Lessor shall deliver tha Premises lo Lassee claan &nd free of debrls on lha Commencemant Date and warrants to Lessae that the'
g plumbing, lire sprinkler system, lighting, alr condltioning, heating, ard loading doors, Il any, In the Premlsas othér than those constructed by
e, shall ba In good operaling conditlon on the Commencement Date. If & non-compliance with sald waranty exists a8 of the Commencament Date,
r shall, except as otherwlsa provided In this Leass, promptly alfer recelpt of wrlilen notica from Lessee satling forth with speclflcity the nature and
of such non-compllance, reciily sama at Lessor's expense, If Lassen does not give Lessor writlen notice of a non-compllance with this warranlty
thirty (30) days glter the Commencament Date, correction of thal non-compliance shall be the obligation of Lesses al Lesses's sole cost and expanse.

! Gompilance with Covenants, Rastrictlons and Bullding Code. Lessor warrants o Lessea that the Improvernents on the Premises comply with all
abla covenants or restriclions of record and applicable bullding codes, regulalions and ordinances In sffect on the Commencament Dale. Sald
'ty doas not apply to the use to which Lessaa will put the Premisss or to-any Alteratlans or Utlity Instaflations (as dsllnad In Paragraph 7.3(a)) made
a mada by Lessaa. Il tha Pramises do not comply with sald warranty, Lessor shall, except as oherwlsa provided In this Laass, promplly after recelpt
ten notlce from Lesssa setting forth with spacificlly the nature and exant of such non-compliance, rectify the same a! Lessor's expense. If Lessea.
w0t give Lessor wrltten notlce of & non-compllance with this warranty within six (6) months following the Commancement Dals, corrsclion of thal
>mpllance shall be.ths obhgatlnn of Lessae al Lessee's sole cost and sxpense,

| Atceptance of Premlses. Lessas haraby acknowladges () that It has been advised by the Brokars lo salisfy llself with respeci fo tha conditlon
Premisgs (including but not fimlted ta the slectrical and fire sprinkler Systems, securlty, environmental aspects, comptiance wilh Applicable Law,

Ined In Paragraph 6.3) and the present and luture sultabllity of the Pramises for Lessee's Intenced use, (b} that Lesseé has matle such lnvssllgat!on
esms nacessary with relerence to such matlers and assumes all responsibility therefor as the same relala to Lessae's occupancy of the Premises

r the term of this Leass, and (c) that neither Lessor, nor any of Lessor's agents, has made any oral or willlen rapresentations or warrantles with

ct {o the sald mallers other than as st forth In this Lease,

i Lesga® Prior OwnarIOccupnnt The warranties made by Lessar In this Paragraph 2 shall ba of na {orce or sﬂacl if Immadlately prlor 1o the'date
thin Paragraph 1.1 Lassee was the owner or occupant of the Premises. In such evenl, Lessee shall, al-Lessee’s sole cost and expense, coregt ary

umpllanca of the Premlsas with sald warrantles, v /

‘m. L

| T~m. Tha Commancement Data, Explralion Dala and Orlglnal Term of this Lease are as snacluad in Paragraph 1.3,

-4 Possesslon, If Lasses (olally or parlially occup]as the Premises prior 1o the Commencement Dals, 1he obllgaﬂon lo pay Base Rent shall be
dy oeriod of such sarly possesslon. All other lerms of this Laasa, however, shallba In elfec! ouring such pariod, Any such early. possassion shall not
nor advanca the Explratlon Dala of the Origlpal Term.

Inltlals

4 il
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LU RSN HE§ QISHILE £ Ty W
Sareton er-shall such fallure affact the validity of lhl‘s Lease, or the
hil ot excopt as otherwlse provided herel,  * obligatsd fa par
|dlivers possession of the Premises io Lessb it passas,slon' o[ .
‘dle. Lessee may, gt iis bptlon, by naticedn wriing 1o Lassor within ten
lom all obligatlons hersunder; provided, howesver.
ight to cancel this Leass shall tenminate and be 0
ielually,commences, If possession Is not tendered lo Lessee when
iarlod-frea of the obligation o pay Bass Renl. If any, thal Lesses wi
ontirius {or & perlod equal lo what Lessea would olherwise have ¢
‘hanges or omisslons of Lesses.

\. Rent.

4.1 Base Rent. Lessaeas shall cause payment of Base Rent and o
i Lessorin lawful money ol the Urilled States. without offsel or ded
{ent and all ather rant and ¢harges for any period during the lerm he
18 actual number of days of the calandar nionth invalved, Payment o
i 1o such ather parsons or at such alher addressas as Lessor may i

8 EIL EaBhITy § UMM ] et

i Security Deposit. Lessee shafl deposit with Lessor upon execul|
althiul performance of Lessae’s obligations under this Leasa, if Le
Yafaulls under this Lease (as dalined In Paragraph 13.1), Lessor ma
iny amoumt dua Lessor or lo relmburse or compensats Lessor for 8
nay suffer or Incur by remsen thereol. Il Lessor uses or applias all or
squest therefor deposit monays wilh Lessor sufficlent to restore sald
1creases durlng tha tarm of this Leass, Lesses shall, upon writlen re
ama ralio belwsen the Securily Deposit and the Basa Renf as those
I or any part of the Sscurity Deposil separate from lis general sccou
essee has vacaled the Premises, return to Lessse (o, al-Lessor's
jacurity Dapasit not used or appliad by Lessor. Unlsss otherwlss expr
3 ba held in trust, {a bear Interest or other Incrament for iis use. or lo

i Use.

6.4 Usa. Lessea shall usa and occupy tha Premises only for the
nd for no other purposa. Lessee shall not use or permll the.usa o A
nd/or occupants of, or causes damage lo, nelghboring premises or pro
nritten request by L esses, Lesseas assigness or sublananis, and by prc
1odification of sald permitied purposa for which the premlises may be
nprovements an tha Pramises, the mechanical br electrical systems
+ereon, end s atherwise permissible pursuant to this Paragraph 8. ! Le
nittén notificatlon of sams, which nolica shall include an explanation

6.2 Hazardous Substances. .

(a) Reportable Uses Aequlra Consant. The larm “'Huardu}x

antarial or waste whosa prasancs, nalure, quantity and/ar Intansity o
i ltsall or In combination with other materlals expected lo be on the |
nvironment, or the Premises, {{l) regulated or monitored by any gove
¢'third party under any applicable stalule or common law theory. H
asaline, crude oif or any producls, by-products or fraclions thereol. Le

\Reportable Uss (as heralnaller defined) of Hazardous Substances wd

3¢ Lasses's sola cost and expense) with all Applicabla Law {as delln

bove or balow ground storage tank, () the genarslion, possesslon, stordge, use, lransportation, or disposal of a Hazardous Substanica ti

arrlt from, -or with respact ta which a report, nolice, registration or by
hall also Includa Lessea's belng responsible for tha presenca in. on or|

aw requiras that a notice be given o parsons entering or cccupying the Premises or nelghboring propertiss. Notwithstanding the loregolng

Athout Lessor's prior consent, but in compliance with all Applicable |
sssea Inthe normal course of Lessee’s buslnass permitled on thé Pren
r nelghboring properlisa to any meaninglul risk of contamination or dz
ny obligation to da so) condition its consant to the use or presancs of
sssor such addiilonal assurances as Lessor, In its reasonable discrell
galnst damaga, contamination or injury and/or liability thersfrom or ih
xpiration or eattier terminalion) of reasonably necessary proteclive i
n additional Securlty Deposit under Paragraph 5 hareo.

{b) Duty to Inform Lessor. I Lesses knows, or has reasonablp cdusa to bellave, tha

'om same, has coma-fo be lacated In, on, under or about the Premis
ritten nolice of such fact {0 Lessor. Lessée shall also Immediatsly gi
uslness plan, llceps, claim, acilon of proceeding giver fo, or received
1a Pramisas, concerning tha presence, splil, relsase, dischargs of,

rarmises, Including but not limited to all such documents as may beinvolved In any Reporlable Uses Involving the Premisas.

. {c) Indemnlilcation. Lessea shall Indemnity, protect, delend
‘remises, harmlasa from and agalnst any.and all loss df rents and/or d
ttomeay'’s and consultent's fses arlsing ot of or invalving any Hazardd
egsee'’s control. Lessee's obligations under this Paragraph 6 shall If
raperty or the environment created or suffered by Lessee, and tha cg
ymedialian, resloration andfor abatement thereof, or 6f any conlamin,
sase, No terminatlon, cancellation or releasa agresment entered [nig

ith respac! lo Hazardous Substarices or sloraga lanks, unless specif

6.3 Lessae's Compliance with Law. Except as otherwise provids!
18 Umsly manner, comply with alt “Applicabla Law, which lerm s
venanis, eassments and rastrictions of record, permils, tha requlren
endations of Lessaor's sngineers and/or consullants, relafing in any m
yalena, {ii) environmental condltions on, In, under or about tha Praml

wlure, production, Installation, mainlenance, removal, transponatlon, &
- which may hereatter coma Into effacl, and whather or not refiscling

1ys after racelpt of Lessor's wrltlen request, provida Lessor with copl|
ms, manifests, applleations, reports and cerlificales, evidanclng Less
san recéipl, nolify Lessor fn willing (with cdpias of any documents

part pertalning 1o or Involving fallure by Lesses or the Premises lo ¢

6.4 Inspsctlon; Campliance, Lessor and Lessor's Lender{s) (as

the case of an emergency, and otherwisa at reasonable-times, for thp

rLessea with this Leasa and all Applicabla Laws {as dellned in Parag
advise Lessor with fespect to Lessee's aclivities, Including but.nof i
azardaus Substance or steraga fank on or from the Premises. The ¢
.ima, unless a-Defaull or Breach of this Leass, violatlon of Applicable
exist or ba Imminent, or unless the Inspaction |s requssted or ordi

ipenses of such Inspactlons.

Maintenanca; Repairs; Ll installations; Trade Fixiures and ?\llerallnns.

7.1 Leasae'z Ohligations.

;bllfgaﬂons oﬁ.é;sse hereunder. or axlana tha lerl

that If such wrilten hotlce by Lesses is
{ no further forca lor effsct. Except as may.be otherwise provided, and ragardless of

ﬁuld otherwise have enjoyed shall run {rom the date of dellvery of pe

8

berties. Lessor haraby agrees ta nol unreasonably wiihhold or dslay its tonsen! to any

+
H
i

stan s L DuLGL
'm hersol, but In such
or perform any other obllgal i Lessee under the lermga of thi
:emises is not dalivered lo Lsusbe within sixly (60) days afier{
10} days thereafter. cancel this Lease. in whlch event the Partles snall
not recelved by Lessor within said ten (10} day pe

1L ity vy
case, Lesses
se uniil Lessor
mmentement
be discharged
riod, Lesses’s
hen the ferm
alorgsald, ths
3s5ession and
d by the acls,

quirad by this Lease and Lesses does nol terminata thls Lease, as

njoyed under the terms hereof, but minus any days of dalay cause;

her rent or charges, as the sams may be adjustad from Yime fo tima. fo be recelved
ietlon, on or balore tha day on which it Is dug under the lefms of this Lease, Base
aof which Is for less than one (1) full calendar month shall be proraled based upon
Base Renl and other chargss shall be made lo Lessor at ils address stalad herein
om time {o time designata in willing 1o Lessea.. .

on hereof the Securlty Deposit set forth in Paragraph 1.7 as Sacurlty for Lgsses’s

;sae falls to pay Base Ran! or other rent or charges dua hersunders or otherwise

uss, apply or retaln all or any portion of sald Securlly Deposit for lg;e paymant of .
ny Habliity, cost, expense, loss or damage (including altarneys’ lees); which Lessor
any portlon of sald Sacurlly Deposil, Lessas shall withln ten (10) days allar wrillen
Securily Deposlt to the full amount required by this Leass, Any lime liha Basa Rent
quest from Lessor, deposiL addllional maneys with Lessor sufilclent 1o malnlaln the
amounts ara specified In Ihe Baslc Provisions. Lessor shall not ba raguired to keep
nis. Lessar shall, at the expiration or earller tetmination of the term heracf and aflsr
optien, 1o the last assignee, If any, of Lessas's interest hareln), that Iporlion of the

bssly agreed In willing by-Lessor, na part of the Sscurity Deposil shall be considered

be prepayment for any moneys o be pald by Lessea under {hls Lease.

ufposas set forth In Paragraph 1.8, or any-other use which Is com.parabls&heram,
Premilses In a manner that creatas waste or & nulsance, or that disturbs ownsrs

spaclive assigness and sublenants of the Lessas, lis assignees and sublanants, fora
used or occupled, so long as the same will not impalr the structural intagrity of the
hereln, 15 not slgnificantly more burdansome ta the Premises and tha improvemenls -
ssor slacts lo withhold such consent, Lessor shall withjn fiva (5) business days give a
of Lessor's reasonable objsclions to the change In usa.

t,

@ Substance” as used I this Lease shall mean any producl, substance, chemical, -
existence, use, manufacturs, disposal, transporlation, spill, releass or effect, either
2ramises, is ellhar: (i) potentially [njurleus 1o the public health, safaty or wellare, tha
rnmental authorily. or (ill} a basls for Hability of Lessor to any governmental agency

Pzardous Substancs shall Iricluds, bul not be iimiled to, hydrocarbo is, palraleum,

ssee shiall not engage In any activity In, on dr about the' Pramises which conslilutes
thout the express prior written consent of Lessor and compliance in & imely manner
d In Paragraph £.3). “Repartabla Use" shall mean (I} the Installation]or usa of any
hal'requires a
portabla Use
ny Applicable
Lessaa may,
aw, use any ardinary and customary materlals reasonably requlred la be used by
nises, so long as such use s not a Reportable Use and does nol expdse the Premlses
amaga or exposa Lessor to any liability therefor. In addition, Lessor may (but without
any Hazardous Subslance, aclivily or storage tank by Lessea upon Lessas's giving
n, deems necessary lo protect isell, the public, tha Pramlisas and the environmient
erefor, Including, but not fimited to, tha Instaltation {snd removal on orjbelore Lease
odiflcations lo the Premisgs (such as concrete encasements) and/or the deposit of

sihess plan Is requived to be liled wilh, any governmental authority. R
about the Premisas of a Hazardous Substanca with raspsct {o which &

t 8 Hazardous Substance, or a condltion involylng or resutiing
s, other than as previously consented lo by Lessor, Lesses- shall Immadiatsly give
va Lessor & copy of any sialement, reporl, notice, regisiralion, application, permil,
Irom, any governmental authority or private party, or persons entering or occupying
or sxposure 10, any Hazardous Substance or contamination in, on, or about the
and Hold Lessor, Its agents, smployees, lsnders and ground lessor,  any, and the
amagas, Habllllles, Judgmenls, costs, clalms, liens, expenses, penallies, parmils and
ug Substance or storage tank brought onto the Premisas by or for Lessea or under
clude, but not be limlted {0, the sffacts of any contamlnallon or Injury to person,
st of investigatlon {including consultant's and atfomasy's fees and testing), removal,
pllon thereln Involvad, and shall survive the expiralion or sarller tarmination of this
by Lessor and Lessee shall releass Lesses from lis obligations under this Lease
cally so agreed by Lessor In'wrlting at tha 1lme of such agreement. )

d in thls Lease, Lestea, shall, al Lassee's sole cost and expenss, !ully.Adillgénlly and .
used In this Leass lo Include ali laws, rulas, reguiations, ordinancas, direclives,

nher ta the Premlses (Including but not lmited to matters pertalning to (1) Industrial
es, Including soll and groundwaler condilions, and {iil) the use, generation, manu- -
torags, splil ar-releass of any Hazardous Substance or storage tank), now in effect
a changa in policy from any previously exIsting pollcy. Lesses shall, within five (5)
ps of all documants and Informatlon, Ineluding, but not limited to, permits, registra-
oa’s compliance with any Applicabla Law spaclfiad by Lessor, and shall immediately
nvalved) pf any threalenad or aciual ‘claim, notice, cilallon, warning, complaint or
Emply with any Applicable Law.

slined In Paragraph 8.3(a)} shall have ihe right o enter the Premises at any fifme, .
purposs of Inspscting the condition of the Premises and for verifying cc;mpllancs'
raph 8,3), and to employ expgris and/or consultants in connaction therewith andror
piled to the Installation, operalion, use, monltoring, malntenance, or removal of any
osls and expensas o any such Inspections shall be pald by the party requasting

3 Law, or a contamination, caused or matérially contribuled 1o by Lessea Is jound

Esnls ol any applicebls fira Insurance undsrwrller or rafing bureau, and the recom-

: ‘unle ered by a governmental authorlty as the result of any such existing or Imminent
slation or contamination. In afiy such case, Lessae shall upon reql{Esl relmburse Lessor or Lessor's Lender, as the casa'maey be, for the cosls and
| !

®

T

{a) Subject to the provislans of Paragraphs 2.2 (Lessor's warrénly as lo condltion), 2.3 (Lessor's warranty s lo compllance wlmcovenar{ts, elg),
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. (LEINUL S UPIANUNS (U FEpair), ¥ (O&Image and cesiruction), and 14 {condarmnallon), Lessee shall, at Lessee’s 4ole cost and 'echansa' and &t gll fimas,
<ep the Pigmises and every part thergof In good order, c!ondlllon arid repg]r. l(]wmalhﬂr ar P?x& such nnr)llunug}l1 l?:pl:]rgng‘sﬁ [;eggu;ng r":l;, f; sl}smgarlgei?

frgnalrin the same : r. .accessible fo g, and whethar or not the ne s ) \
iﬁ:ﬂ':s:?ﬁm a;e.ilgfx;g?';?: aa!;tz g,r er&.,.b(upn of tha Pre.  s); Including, without limiting tfredenerality of the foregolng, all ey..,.mant or faciitles
sarving tha Premises, such as plumbling, heating, alf condltjoning, ventllating, electrical, lighting faclillies, bailers, fired or unfired pressure vassgls, fire
sprinkler and/or standpipe and hose or other automatlc flre extingulshing system, Including fire alarm and/or smoke deteclion systems ‘and egul{pmansl.
lira hydrants, fixtures, walls (interior and exterlor), cellings, .flooss, windows, doors, plata glass, skylights, lr:xndscaplng;y‘.j d{wawar):s, palrklng lo " azgc;‘ "
retalning walls, slgns, sidewalks and parkways localed In, on, about, or adjacent to the Pramlsss, bl.ll excluding foundatlans, the ex| le)r o{ “r.‘nup i
stiuclural aspects of the Pramisas. Lessee shill not cause or pefmit any Hazardous Substancs to be spilled or released in, on, undarg&:a oul o Preml sbls
o~ g through the plumbing or sanltary sewer system) and shall prompty, at Less_ea‘s axponse, take all Investigatory and/or reme _xal action mascimal y
4 widad, whether or not {ormaliy, ordered or requlred, for tha cleanup of any contaminallon of, and for the malnfenance, security and/or monitoring
o remises, the elements surrounding sams, or nelghboring properties, that was caussd or materially contributed to by Lessee, or parlalp(ng li:: or
an/olving any Hazardous Substance and/or storage arik brought onta the Premises by or for Lasssalor under its control. Lessee, in kegplng lha, Preml seé
'n good order, conaition and repalr, shall exsrcise and perform good malntenance practices. Lesses's obllgations shall Includs restorations, gp acemen s
or renawals when nacessary to keap the Premises and all Improvements thereon or a part thersof in good order, condition and state 6f repair.

{b) Lessee shall,'at Lessae's sole cost and expense, procure and melintaln contracts, w_llh coples to Lessor, In quslomary form and subslan;:e for,
and with contraciors spaciallzing and experlenced (n, the inspection, malntenance and service of the following squipment anr{.lmprovemems'. f any,
ocated on tha Premises: (1) heating, air conditioning and ventilation equipment, (if) bollsr, fired or unllred prassure vessals, (iii) fire. sprinklsf and/or
siandpib'a ahd hose or other automatlc fire extinguishing systems, inciuding fire alarm andfor smoke detection, (Iv) landscaping and Irrigation sysle‘r_ns.
'v} rool covering and draln maintenanca and (vl) asphalt and paridng [ot malntengnce. v .

7.2 Lessor's Obfigations. Upon recsipt of written notlca of the need for sych repairs and subject to Parag'raph 13.5, Lessor shall, at Lessor's expense,
<aep tha foundations, exterlor roof and structural aspecis of the Premisas In good order, condition and repair, Lessor shall nol, hqwaver, be obligated 1o
»aint the extarlor surlace of the exterior walls or to malntaln the windows, doors or plats glass or the inlarlor surface of exterior walls, Lessor shall
Yot, I any event, hava any abligation to maks any repalrs uniil Lessor receivas written notice of the neaq for such repa'lrs. Itls the Intentlon of the Parlies
hat tha larms of this Leass govarn the raspectlve obligalions of the Parties as to malntenance and rapair of the Premises. Lessea and Lessar expressly
valva the'benefit of any stafuta now or hereaftar in effect to the extent it Is Inconslstent with the terms of lhl_s {aasa with respecl to, or which affords Lesses
ha right lo maka repalrs at the expensa of Lessor or to terminate this Leasa by reason of, any needed répalrs. .

7.3 Utliity Installations; Trade Fixtures; Altarations. )

(a) Dafinitions; Consent Required. The tarm “Utllity Installatlons” |s used Inthis Lease fo refer to gll carpeting, window coverings, alr linas, power
»anals. afactrical distribulion, security, fire pratection systems, communlcation systems, lightlng fixtures, haating, ventilaling, and alr condllioning equipment,
>lumbing, arid fancing I, on or about the Premises. The term “Trade Fixtures” shall mean Lessae’s machinery and equipment that can ba removed without

joing material damage lo tha Premises. The lerm “Alterations” shall mean any modification of tha Improvements on the Premises from ihat which are*

srovided by Lessor under tha terms of this Lease, other than Uillity Installatlons or Trade Fixlures, whether by addition or delation. “Lessea Owned
Altarations and/or Utlilty Instaliations” ars deflined as Altsralions and/or Ulility Installations made by lassea thal are not yet owned by Lessor as defined
n Pardgraph 7.4{a). Lessea shall not make any Allerations or Ulility {nstallations in, an, under or about the Premises wilhout Lessor's prior writlen consent.
_assas-may, however, make non-structurat Uity Installations 1o the Interfor of the Premises {excluding the roof), as fong as they ara not visible from the
sutside; do not involve puncturing, relocating or remaving the roof or any existing walls, and the cumulatlve cost thersof during the tarm of this Lease as
wtanded does not excesd $25.000. N .

(b} Conseat. Any Alterations or Ullity Installallons that Lessee shall desire to make and which require the consent of the Lessor shall be presenled
o Lassor in wrltlen form with proposed delalled plana, All consenls given by Lessor, whather by viriua of Paragraph 7.3{a) or by subsaquent spacific
sonsent. shall bs asemed conoitioned upon: () Lessae's acquiring all applicable permits required by governmental authorities, (i) the furnishing of coplas
i such permits togsther with a copy of tha plans and specifications for the Alteration or Ulility Installatlon to Lessor prior to commencemant of tha work
haraon, and (iil) tha compliance by Lesseaea with all candilions of sald parmils In a prompt and expadilious manner. Any Alleratlons or Utllity Instaliations
w Lessae durlng the tarm of this Leasa shall be dona in a good and workmanlike manher, with godd and sufliclent malarlals, and in compliancs with all
{pplicable Law, Lessea shall promptly upon complation thersof furnish Lessor with as-bullt plans and speclficallons thersfor. Lessor may (bul wilhout
)bligation to do so) condition its consent to any requested Alteratlon or Utility Installation that costs $10,000 or more upon Lessae's providing Lessar wiih
i lien and complation bond In an amount equal o ona and ona-half imes tha estimaled cost of such Alleration or Uity Installation and/or upon Lesses's
)osting an additional Sscurity Deposit with Lessor under Paragraph 38 hersol. B

(c) Indemnification. Lesses shall pay, when dus, all claims for labor or materlals furnished or alleged to have been furnished fo of for Lesses at or
or use on the.Premises, which claims are or may ba secured by any mechanics' or malerialmen's llen agalnst the Premises or any interest therein. Lesses

o "lcas of non-rasponsibility In or an the Premisas as provided by law. If [essee shall-in good faith, contest the validily of any such flsn, clalm or
fe hen Lessea shall, at its sole expense defand and protect ltself; Lessor and the Premisas against tha same and shall pay and satisfy any such
1dve. .. judgment that may-ba rendered tharson before the enforcement thereof agalnst the Lessor or the Premises, If Lessor shall requlre, Lessee shal

urnish to Lessor a surety hond satisfactory to Lessar In an amount équal to ona and ona-half imea ths amount of such contested lien clalm or demand, ~

ndemnifylng Lessor against liability for the same, &s required by law for the halding of the Premises {ree Irom the elfect of sich len or clalm. In addition,
.assor may fequire L essee to pay Lessor's attorney's fees and costs In particlpating in such action if Lessor shall declde il is 1o ts bast interest o do so.
7.4 anemhlp; Hamoval; Surrender; and Restoratlon, '

(a) Ownesship. Sublect to Lessor's right la require thelr remaval or bacoma the owner thersof as hereinafter provided in this Paragraph 7.4,
il Alterations and Ufility Additions made to the Premlsas by Lessee-shall be the properly of and owned by Lessee, but considered a parf of tha Premises.
.assor may, at any time and at its oplion, elsct In willing lo Lessee 1o ba the owner of all or any- spacified part of the Lesses Owned Allerations

ind Ulility Installations. Unless otherwisa Instructad per subparagraph 7.4(b) hereol, all Lesssa Owned Alieralions and Ulillty Instaliations shall, al the -

ixpirationtor earfier termination of this Lease, bacome the property of Lessor and remaln upon and be surrendared by Lessse with the Premises.
{b) Removal. Unless omarwise agreed In wrillng, Lassor may require that any or all Lessee Owned Alteratians or Ulility Instalfations be remaved
1. the- expiratlon or earlier termination of this Lease, notwithstanding thelr installation may have been consented lo by Lassor, Lessor may require the
smoval at any time of alf or any part of any Lessee Owned Allarations or Utlllly Installalions made without the required consent of Lessor. .
(c) Surrender/Aestoration. Lessee shall surrander the Premises by the end of the last day of tha Lease term or any earlist. tarmination date, with
il of the-Improvements, parts and surfaces thersof clean and [res of debrls and In good operating order, condition and state of repalr, ordinary waar and
sal excepted, “Ondinary wear and tear” shall not include any damage or delerloration that would have been prevented by good mainlenance practice or
iy Lessee performing all of Ils obligations under this Lease. Except as otherwlse agreed or specified In wrlling by Lessor, tha Premisss, as surrenderad,
‘hallinclude the Utilily Installations. The obilgation of Lessee shall Include the repalr of any damage pccasioned by the instaliation, malntenance or
smoval of Lessss's Trade Fixlures, furnishings, equipment, and Allerations and/or Ulllity Installations, as well as the removal of any storage tank instalisd
w or for Lessee, and tha removal, replacement, or ramedlation of any soll, materlal or ground water contaminated by Lessse, all as may then be requlred
iy. Applicable Law and/or good service practice. Lesses's Trade Fixlures shall remaln the property of Lessea and shall be removed by L essee subjact [o lis
bllgation o rgpair and restora the Premlses per this Lease.
. insurance; indemnlty.
8.1 Payment of Premlum incraasgs.

{a) Lassea shall pay {o Lessar any Insurance cost Increase (“Insurance Cost Increasa”) occurring durlng the term of this Lease.. “Insurance Cost
eransa” Is defined as.any increass In the actual cost of the Insurancs required under Paragraphs 8.2(b), 8.3(a) and 8.3(b). (“Required Insurance"), ovar
nd above tha Basa Premlum, as herelnatier definad, calculaled on an annual basls, “Insurance Cost Increasa” shall include, but not be limited lo, Increases
ssulling from the nature of Lesssse's occupancy, any act or omisslon of Lasses, reguirements of thé holder of a mortgage or desd of Irust covering the
remises. increased valuallon of tha Premisas, and/or a premium rate Increase. If the parties Inserl a doflar,amount in Paragraph 1.8, such amount shall ba
onsldered the “Basa Premium.” In lisu thareof, If the Premises have been previously occupied, the "Base Premium” shall be the annual premium applicabla
1 the most recent occupancy. f the Premlsss hava naver been occupled, the “Bases Premlum” shall be the lowest annual premium reasonably obtalnable:
ir the Required-Insurance as of tha comemencement of the Original Term, assuming the most nominal use possible of the' Premises. In no event, howsver,
hall Lessea be responsible for any portlon of the premium cost attributable o llabllily Insurancs coverage. in excess of $1,000,000 procured undsr
aragraph 8,2(b} (Liabllity Insurance Carnled By Lessor), :

{b) Lesses shall pay any such Insurance Cost increass to Lessor within thirfy (30) days atler recelpt by Lessea of & copy of tha premlu;11 sl;lemanl'

1 other reasonabls evidence of tha amount dus, If the Insurance pollcies malntalned heteunder cover other property besldas the Premises, Lessdr shall -

Iso deliver to Lassea a statemient of the amount of such Insurance Cost Increase attributable only 1o the Premises showlng In reasonable detall the,
1annsr In which such amaount was computed, Premiums for policy periods commencirig prior lo, or exlending beyond, the term’of this Leasa shali ba
rare' " *1 coinclds wilh the coresponding Commencement or Explration of the Lease term.

i billty insurance, . C

_-4 Carrled by Lessee. Lessea shall oblaln and keep In {orce durlng the lerm of this Leasa a Commerclal General Liabliity policy of Insurance’

rolacling Lesses and Lessor (as an additlonal Inaured) agafnst clalms for bodlly injury, personal injury and properly damage based upon, invoiving dr” '

Aalng put of the ownership, use. occupancy or malntenance of the Premises and all arsas appurtenant therato. Such Insurance shall ba on an eceurrence
asls providing single limit coveraga in an amount not less than $1,000,000 per oceurence wilh an “Addltional Insured-Managers or Lessors of Pramises”

Initlals @_
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ihall ~va Lessor not less than ten (10) days' notlce prior to the commencemant of any work In, on or abaut the Premises, and Lessor shall have the right .



et e e Y U1 WU § L LALIUSILI IO GaliiaUl GHUSEQ DY NERI, SMoke of lumes from a hostits fire, The policy shall
ot conlaln sny Intra-insured exclusions as betwesn Insured persons or organizations, but shall Inclitda coverage for {labllity assume - “ader this Lease
a5 4n “insurad contract” for'the performancr  -esses's Inder obligations urder this Ltease.,  limlis of said Insurance requi 1 this Leass or
as camled by Lesses shall not. howevar. limik_/llabllity of Les Jor relleve Lessee of any obllgawen harsunder. All insurance {o be __uried by Lasses
shall ba primary to and not comtributory with any simllar Insurance carried by Lessor. whose Insurance shall ba consldered eXcess insurance anly.
’ {b) Carried By Lessor In the event Lessor Is the Insuring Parly, Lessor shall also inalnlain liability Insurance describsd In Paragraph 8.2(a), abovs,
in additlon to, and nol in lleu of. the Insurance requirad 1o be maelntainad by Lesses, Lesses shall not be named as an additionaf insured tharein,

8.3 Propeity Insurance—Bullding, Improvements and Hental Value,

(8) Biillding and improvements. The insuring Party &l oblain and keép in force during the term of this Leasa a po.{lcy or pollc'i'es_m the name
of Lessor, with loss payabla to Lessor and o the holdars of any mortgagss, z.ieeds of frust or ground leases on lha.Fremisas (“Lender(s)"), insuring lpss
or damaga !d tha Premises. The amount of such insuranee shail ba equal to the full replacemant cost of the P'remlses, as the samse shall ex'lsl from time
1o tims,.or the amount requirea by Lendsrs, but in no event more than the commarcially reasonable and availabie insurable value thereof if. by reason
of the bfiqus nalure or age of he improvements Involved, such latter amount is fass than Jull replacement cost. Lessee Own'sd Allerqllpns and Ulllity
Instaliations shall be insured by Lesses under Paragraph 8.4. If the coveraga is avallable and commarclally appropriats, such policy or-poligies shallinsure
agalnst alf risks of dirsct physicatl loss or damage (excep! the perils of flood analor sarlhquake unless requlrsq by a Lender). Including coverags lor any
additional costs resulting from oabris ramoval and reasonabis amourits of caverage for the enforcement of any ordinance or faw regulaling the reconslruction
or replacement of any undamaged sections of tha Premises required to be dernol'lshedpr removed by reason o'f tha snlorcemgn_l ol any building. zoning,
safely or land use Isws as the resulfl of & covered causs of loss, but not 'mcludlr!g piate glass insurance. Sald policy or.pohclas shali als'a cantaln an
agread valuation provislon in hieu of any colnsurance clauss, walver of subrogation, and Infiation guard protsction causing an increass in the annual.
prapsily insuranca coverage amount by & faclor of not less than the adjusted U.S, Depariment of Labor Consumer Price index for All Urban Consumers for
the clty nearest to where lhe Premises are located! .. - ) _

{b) Rental Valus. Lessor shall, in addition, obtaln and keep In force during tha term of this Leage a pollcy or policies In tha name of Lessor, with
loss payabls to Lessor and Lender(s), Insuring the loss of the full rental and other charges payabis by Leasses lo Lessor under this Lease for ona (1) year
(Including all real estats taxes, nsurance costs. and any scheduled rental Increases), Sald insurance shall provld'e that in the event tha Lsease is terminated .
by reason of an insured loss. ne period of indemnily for such coverags shall be exlaqdad beyond [he date of the compl'allon of repairs or replacer.nenl
of the Premises, to provida for one full year's joss of rental revenues from the date of any siich Joss. Sald insurance shall contain an agreed valuatluq provision
in liau of any colnsurance clause, and the amount of coverage shall be adjusted annually to reflect the projecled rental Income. property laxes. insurance
premium tosts and other expenses, if any, otherwise payabla by Lesses, for tha next twelve (12) month parlod. :

{c) Adjacent Pramises. Il the Premises are part of a larger bullding, or If the Premises are part of & group of bulldings owned by Lesser whigh
ara adjacent to the Premises. the Lessas shall pay for any increase in the premiums for the properly Insurance of such building or buildings if said
incresse is causad by Lessse’s acts, omisslons, use or occupancy of the Pramisss. ‘

{d) Tenant's Improvements. Since Lessor Is the insuring Party, the Lessor shall not be required fo Insure Lesses Owned Allerations and Ulility
Installations unless the ilem in question has bscoma tha property of Lessor under tha terms of this Lease,

8.4 Lessea's Praperty insurance. Subject to the requirements of Paragraph 8.5, Lessee al its cost shall ejther by separate policy or, at Lessor's option,

by endorsament to a policy alraa'dy carrled, maintain insurance covarage on &ll of Lessed’s personal property, Lessee Owned Alterations and Utility
{nstallations in, on, or afout the Pramises similar In coverags lo that carried by the Insuring Party under Paragraph 8.3. Such Insurance shall-bs full
replacement-cost coverage wim a deductibla of not to exceed $1,000 per occurrence. Tha proceeds from any such insurance shall be used by Lesses (or
the replacéiment of personal property or tha restoration of Lessee Owned Alterations and Utllity Installations, Lessea shall ba the Insuring Party wilh respact
o the Instiranca required by this Paragraph 8.4 and shall provids Lessor with written evidence that such Insurance Is In force. R
. ‘8.5 Insurance Policles. insurance required hereunder shall be in.companies duly licensad to transact business In ths state where tha Premises are
acaled, and maintalning during the policy term a “General Palicyholders Raling" of.at least B+, V, or such other rating as may be required by a Lendar
saving a lisn on the Premises. as set forth In the most current issue of "Best's Insurance Gulde.” Lessea shall not do or parmit to ba dons anything which
shall Invalldate the Insurance palicles referred to In this Paragraph 8. Lessee shall cause lo be delivered to Lessor certified coples of, or certilicates
svidancing the axistance and amouns of, the Insurance, and with the- additional Insurads, required undsr Paragraph 8.2(a) and B.4. No stch policy shall
ya cancalabla or subject to madification except after thirty (30) days prior wrltten notice to Lassor. Lessee shall at least thirty (30) days prior to the
wplration of such policles, fumish Lessor with evidance of renewals or “Insurance binders" evidsncing renewal theraol, or Lessor may order such
nsuranca and.charga the cost thareo!l {0 Lessee, which amoun! shall be payable by-Lessee 1o Lessor upon demand.

8.8 Walver of Subrogation. Without affecting sny other righls or remedies, Lesses and Lessor {“Walving Party"") éach heraby release and relievs the
rther, and walva thelr entlre right to recover damages {whether in contract or In fort) against the other, for loss of or damage ta the Walving Party’s property
wising out of or Incldent to the perils requirad to be insured against under Paragraph 8. The slfect of such releases and waivers of the
lamages shall not he limited by the amount of Insurence caried or required, or by any deductiblas applicable thersto. .

8,7 Indemnlty. Except for Lessor's negligence and/ar breach of express walrantiss, Lesses shall Indemnily, protact, defend and hold harmiass the
‘remises, Lessor and Its agents, Lessor's master or ground lessor, partners and Lenders, from and agalnst any and all claims, loss of rents and/or
lamages, costs, llens, judgments, penaltias, psrmits, attomey's and consultant’s fees, expenses and/or liabilitlss arising out of, involving, or In dealing with,
na ocgupancy of the Premises by Lessae, the conduct of Lasseg’s business, any act, omisslon or neglect of Lesses, its agents, contractors, employess
i Invitees, and out of any Default or Bfeach by Lesses In the parformance In a timely manner of any obligalion on Lessee's part to be performed undsr
s Lease. Tha foregolng shall include, but not be lmited to, the defenss or pursuit of any clalm or any-action or proceeding Invalved thersin, end whather
¥ not (In the cass of clalms made agalnst Lessor) litigated #nd/or reduced to Judgment, and whether well foundsd or not. In case any actlon or proceading
18 brought agalnst Lessor by reason ol any of the foregoing matlers, Lessee upon notice from Lessor shall defend the same al Lesses's expense by

ounsal raasonably satisfactory lo Lessor and Lessor shall coopsrate with Lessea in such dsfense. Lessor need not have first paid any such claim In
wder {o ba sp Indemnifted, . ’

right 10 recover

- 8.8 Exemption of Lessor from Liabllity. Lessor éhall nat ba llable for Injury or damage fa the perspn or gaods, wares, merchandlse or other property
f Lasses, Lessea’s employses. conlractors, Invilees, customers, or any other person In or about the Premises, whether such damags or-Injury Is caused
y or results from fire, steam. elactriclty, gas, walsr or raln, or from the braakags, lsakags, obstruction or other defacts of pipes, fire sprinklers, wires,
ppilances, plumbing, alr conditioning or lighting fixtures, or from any othér cause, whether the said Injury or damage results from conditions arising upon
18 Pramises or upon other poctions of tha building of which the Premises are a pan, or from other sources or places, and regardless of whather the cause
I such damage or Injury or the means of repairing the same Is accessible or not. Lesser shall not ba Hiable for any damages arising from any act or
eglact of any other tepant of Lessor. Notwithstanding Lessor's negilgence or breach of this Leass, Lassor shall under no circumstances ba lfable for
Jury to Lesses's buslness or for any loss of income or profit therefrom. ’

, Damagas or Deatrucilon.. )
8.1 Dallnitions. !

(a) “Premlaes Partial Dnﬁmgu" shall mean damage or destruction to the Improvements on the Premises, oih;ar than Lesses Owned Allerations
d Utllity Installations, the repalr cost of which damage or destruction Is less than 50% of tha then Replacement Cost of the Premlses Immediately prlor
such’damage or destruction. excluding from such calculatlon the value of the land and Lessee Owned Allsrations and Utllity [nstallations.

(b) “Premises Total Destruction” shall mesn damags or destruction to the Pramises, other than Lagsee Owned Allsrations and Uty Instaliations
& repalr cost of which demaga or dastruction {s 50% or more of the then Aeplacement Cost of the Premisas immediately prior to such damags or
istruction, excluding from stich calculation the value of the land and Lessee Ovmed Alterations and Ulility Installations.

(0) “Insurad Lass” shall mean damage or destruction lo Improvements on the Pramlses, other than Lessaa Owned Allsrations and Utility Instal-
llans, which was caused by an svent requilred fo ba covared by the Insurance described in Paragraph 8.3(a), Irespactive of any daductibls amourits or
werage limits Involved, .

(d) “Replacement Cost" shall mean the cost to repair or rebulid the l'mprovem.en!s owned by Lessor at the tlha of the occurence to thelr condition
Isting immedialsly prior thereto, Including demolition, debrls removal and upgrading required by tha operatlon of applicable bullding codas, ordinances
laws, and without daduction for depreciation, . .

{e) “Hazardous Substance Condltion” shall mean the eccurrenca or discovery of a condition Invelving the presance of, or a contamination by,
“azardous Substance as dgfined I Paragraph 6.2(a), In, on, or under the Premises: ’ e
8.2 Partlal Damage—insured Loas, If a Premises Partlal Damags that Is an insured Loss occurs, then Lessor shall, at Lessor's axpenss, repajr such
mage (but not Lessee's Trade Fixtures or Lesses Ownad Alteratlons and Utilly Installations) as sobn as reasonably possible and this Lsas\e\sha"
ntinue In full force and effect. Nolwithstanding the foregolng, if the required Insurance was not In force or tha Insurance procesds are niot sulficipnt to.
ect such repalr, the Insuring Party shall promptly confribute the shortage In proceeds. as and when required fo complsta sald repairs. In the avenl,
wever, the shortage In proceeds was dus o ths fact that, by reason of the unique nature of the Improvements, full replacement cost instirance coverags
& nat commarclally rensonable and avallabla, Lessor shall have no obligation to pay for the shortage In insurance procseds or tofully restora tha unlgus -
pacts of the Premises unless Lessea provides-Lessor with the funds o cover same, or adequate assurance thereof, within ten (10) days following receipt
wrilten notica of such shortaga and requast therefor. If Lassor recelves sald funds or adsquate-assuranca thereof within said ten {10).day period, tha
rty responsibla for making tne repairs shall complele them as soon s reasonably possible and thls Lease shall remaln In full force and effed!. If Lessor
es nol-racelva such funds or assurance within sald perlod, Lessor may nevertheless elect by written nolice to Lessae within ten {10} days thereat{ar
maks such restoration ana repalras is commercially reasonable with Lessor paying any shortage in proceeds, in which case this Lease shall remaln In
| force and sffect. Il In such cass Lessor doas not g0 elect, then this Lease shall tarminale sixty (80) days {ollowlng the occurrence of tha damage or
strucllon, Unless otherwlse agresd, Lessea shall In no event hava any right o refmbursament fram Lessor for any funds cantributed by Les:

g repalr
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ey — v savrens s I arual WaliEYE UL WU GUUU O EROINGUAKS SNall be subject to Paragraph 8.3 rather than Pamgraph 8.2,
nofwithelanding that there may ba soma Insurence coverage, but the net procesds of any such lnsvnce shall bs mada avallable for *~a repairs if mada
by-sithar Parly. ’ R . i e .

- ¥ !;.a Partltl,I Damage—Unkisured Loss. f}‘a’(’ramlses Parti.. «mage that Is not an Insured Los?&:curs. urplsss catsad by a neguent or willfuf act 9{
_Easses (in which evant Lesses shall make tha repalrs at Lesses's expense and this Lease shall continua In full force and effect, bui' sublect 1o Lessor's
rights under Paragraph 13}, Lessor may al Lessor's option, either: {1} repalr such damaga &s soon as reasonably possible at Lessor's expenss, In whld-;
avent this Leasa shall contlnua in full force and effect, or (i) give written notice to Lessee within thirty (30) days after recelpt by Lasgcruuf hmmedga o
the pecumrencs of such damaga of Lessor's desla o terminate this Lease as of tha date sixty (60) days following the giving of such nolics. In d ] avs$
Lessor elacts ta give such noica ef Lessor’s Intentlon fo termiliiate this Lease, Lessee shall have the right within ten (10) days after tha rmp of s5u '
not!-- o givé writlen nallce lo Lessor of Lessee's commitment to pay for the repair of such damage itally at Lessee's expense and vlllnhoul r?- urslemnzpd

F ssor, Lesses shall provide Lessor with the required funds or satls{atlory assurance lhareol' within thirty (30) days foliowlng essaa’s s;.t

4 nent. I such event this Leasa shall continua In full force and affect, and Lessor shall procsed to niake such repalrs as soon as reasopably possibie
an ... required finds are available, If Lessee does not glvs such nolice and provide tha funds or assurance thereof within the fimes specified gbove,
this Leasa-shall terminata as of the date specified In Lessor’s notice of lermlnation. ) , , .

9.4 Total Destruction. Notwithstariding any other provjsion hereo, If & Premises Tota! Destruction octurs {including any destruction required by any
aulhorized public authorlty), this Lease.shall terminate sixty {60) days followlng the date of such Pramises Tolal Destruction; whetheror nol tha damage
or.dastruction Is an Instred Loss or was caused by & negligent or willful act of Lesses, In the event, howaver, that the damags or destruction was caused
by Lessee, Lessor shall hava the right ta recover Lessor's damages from Lessae except as released and walved in Paragraph 8.6.

9.5 Damage Near End of Term, If &l'any time during the last six (6) months of the term of this Lease there Is damage for which tha cost to repalr
exceeds one (1) month's Base Rent, whether or not an Insured Loss, Lessor may, a1 Lessor's oplion. terminate this Lease af{ecllve sixty (60} days followlng
the dals of occurrence of such damage by giving wrilten nolice to Lessse of Lessor's elsction to do so within thirty (30) days after tha date of occurrence
of such damage. Providad, howevar, if Lessea at that time has an exercisabla option lo exiend this !_easa of to purchass the Premises, then Lessee
may pressrva this Laase by, within iwenty (20) days lollowing the occumrence of ths damags, or beford the expiration of the me provided in such option
for Its exerclss, whichever is sadier (“Exerclsa Period”), (f) exercising such option and (ll) providing Lessor with any shortage in insurance pmc_asds (or
adequals assuranca fhareof) needad 10 maka tha repalrs. if Lessee duly exerclses such optlon during sald Exerclse Perlod and provides Lessor wilh funds
(or adaquate assurance tfjerec) fo cover any shortage Ininsurance pracseds, Lessor shall, at Les;o(& expense repalr such damagae as soon &s rea;onab_fr .
posslble and this Leasa shall continua in full forcs and effect. If Lessse fails lo exerclsa such option and provide such {‘unds, or asstrance during said
Exerclse Period, then Lessor may at Lessor's optlon terminate this Lease as of the expiration of sald sixty (60) day periad lolluwlng the occurance of
such damaga by giving written notice to Lasssa of Lassor's electlon to do so within fen (1 0) days afier the expiration of the Exerclse Period, notwithstanding
any lsfm or provisiof {n the grant of option lo the contrary. Co .

9.8 Abatamsnt of Rent; Lassee's Remadles.

{a) In fha event of damage described In Paragraph 9.2 (Parilal Damage —insured), whether or not Lessor or Lessea repalrs or restores the
Pramises, lhe Base Rent, Heal Property Taxes, Insurance pramiums, and other chargas, If any; payable by Lessae hersunder for the perlod during which
such damags, lls repair or the resloration continues (not to exceed the perlod for which rental vaiua insuranca Is required under Paragraph 8.3(b)), shal
be mbated In proportion to the degrae 1o which Lesses's use of the Pramises Is'lmpalrad, Except for abatemsnt of Bass Renl, Real Property Taxes, -
Insurance premiums, and other chargses, If any, as aforasaid, all other obligatlons of Lesses fhiereunder shall ba performed by Lesses, and Lessee shall
hava no clalm against Lassor for any damaga suffered by reason of any such repalr or restoration.

(b} )f Lassor shall be obligalad to repair or restare tha Premises under ihe provisions of this Paragraph 8 and shall not commencs, In a substantial
and meaningful way, tha repair or restoration of the Premises within ninaty {90} days after such vbllgation shall accrue, Lessee may, at any tima prior lo
the commencement of such repair of restoration, give written notice to Lessor and fo any Lenders of which Lessee has actual notice of L.asses’s elaction
o terminala this Lease on = date not less than sixly (60) days following the glving of such notice. if Lessee gives such rotics fo Lessor and such Landers
and such repair or restoration is not commenced within thirly (30) deys after racelpt of such notics. this Lease shall terminate as ol the date spacilled In
sald notice. If Lessar or a Lender comritences the repalr or restoration of the Premisas within thirty {30) days after recelpt of such nofics, this Lease shall
continue in {ull force and effect. “Commence” as used in thls Paragraph shall mean elther the unconditional authorlzatlon of the preparation of the
raquired plans, or the beginning of the actual work an the Premises, whichever first occurs. " . T

9.7 Hazardous Substanca Condhlons. If a Hazardous Substance Condltlon occurs, unless Lesses Is tegally responsible thersfor (in which cass
Lesses shall maks the Invastigation and remediation thereof required by Appicable Law and this Lease shall continue In full force and effact, but subject
lo Lessor's rights under Paragraph 13), Lessor may at Lessor's option eilher ([} investigata and remediats such Hazardous Substance Conditlon, # raquired, *
as 50071 RS raasonably possible at Lessor's expense, in which event this Leasa shall continua In full force and effect, or (i) If tha estimated cost tolnvestigate
and remediate such condilion sxceeds twelve.(12) limes the then monihly Base Hent or $100,000, whichever is greater, glve wrilten notice to.Lessaa wilhin
Ihirtv {30) days afler racalpt by Lessor of knowledgs of the occuirence of such Hazardous Substance Condition of Lessor's deslra to terminate this Leass -
ar data sixty (60) days followlng the giving of such notice. In tha event Lessor slects to give such nolice of Lessor's Infentlon o terminata thls Lease,
L hall hava the right within tan (10) days after the racelpt of such notlce to glve writtsn notice o Lessor of Lessee’s commitmenl to pay for tha
inw. gatlon and remedlation of such Hazardous Subslance Conditlon fofally at Lessese's expensa and withoul reimbursement from Lessor except Io the
sxtent of an amount equal to twefve (12) Umes the then monthly Base Rent or $100,000, whichever is grealer. Lessea shall provide Lassor with the hinds
raquired of Lesses or satisfaciory assuranca thereof within thirty (30) days following Lessee's said commitment. In such event this Lsase shall continue
n full force and effact, and Lessor shall proceed {o meke such Investigation and remedlation as soon as reasonably possible and the requlred funds are
avalilable. )l Lesses doss not give such notice and provide the requlred funds or assurance thersof within the times spacified abova, this Lease shall
‘grminate as of the date spacified In Lassor's nolice of lermination. If a Hazardous Substance Conaition accurs for which Lessse Is nol legally responsibls,

‘here shall be sbatemant of Lesses's obilgations under this Leass to tha same extent as provided in Paragraph 9.6(a) for a parlod of nct to excead twslve {12)
Tonths, .

9.8 Termination—Advance Payments. Upon termination of this Lansa pursuant to this Paragraph 8, an equitable-adjustment shall be made concerning
advancs Base RAenl ard any other'edvanca payments mada by Lessee to Lessor. Lassor shall, In addition, return lo Lesses so much of Lessse's Security
Jeposlt as has niot begn, or is not then required o be, used by Lessor updar the terms of this Leass.

8.8 Walva Statutes, Lessor and Lessee agrae that the terms of this Lease shall govern the effact of any damage to or destruction of the Premises
viih'respact o the termination of this Lease and hereby walve the provisions of any present or futura statute'to the extant Inconsistent herewith. '
10. Real Property Taxes. '

10.1 (a) Paymeant of Taxes. Lessor shall pay the Real Property Taxes, as deflinad In Paragraph 10.2, applicable to the Premlses; provided, however, that
.essee shall pay, In addition to rent, tha amount, if eny, by which Real Property Taxes applicabla to the Premises increase over ths fiscal lax ysar during
vhich the Commencement Data accurs (“Tax Incraase”), Subject lo Paragraph 10.1(b), paymsnt of any sugh Tax Increase shall be mads by Lessea within
hirty (30) days alfler receipt of Lessar's writtan slatamant setting fosth the amount due and tha computation thereof. Lessee shail promptly fumish Lessor
vith salisfactory evidence that such taxes hava basn pald, If any such taxes lo be pald by L essee shall.cover any period of time prior to or after the explration
i sarller termination ofthe term hereof, Lassee's share of stich taxes shall ba aquitably prorated to cover only the period of ime within the tax fiscal year
Jis Leasa Is in effect, and Lessor shall relmbursse Lesses for any overpaymant after such proration.

{b). Advance Payment.in order lo Insure payment when due and befors datinquency of any or all Real Property Taxes, Lessor reservas tha right,
1 Lessor's option, to estimate the current Real Property Taxes applicable lo the Premises, and o require such current year's Tax Incteasa to be paid in
dvance {o Lessor by Lassse. elther: (1) In a lump sum amount equal to the amount due, at least twenly (20) days prior to the applicable dellnquency date,
r () monthly In advanca with the payment of the Base Rent. If Lessor alacls la raqulra paymant monthly in advance, the monthly payment shall be that
qual fnonthly amount which, over the number of months remalning bafora the ménth In which tha applicable tax instaliment would become delinquent
ind without Interest thereon), would provide a fund largs enough o fully discharge before dafinguency the'estimated Tax Incredss {o be pald, When the
ctual amount of the applicabla Tax Increasa Is known, the amount of such equal monthly advance payment shall be adjusted as required lo provida the
ind needad lo pay the applicable Tax Increasa before dellnquency. If the smounts paid o Lessor by Lessse under the provisions ol this Paragraph are
isufficlent to discharge the obligations of Lesses to pay such Tax Increase as tha same becomes cus, Lessas shall pay (o Lessoy, upon Lessor's demand,
uch addltional sums as ara necessary o pay such obligatlon. All moneys pald to Lessor under this Parsgraph may be Intermingled wilh other moneys of
sssor and shall not bear Interest, In the event of a Breach by Lessge In tha performance of the onilgatlons of Lessee under this'Leass, then any balance
I funds paid lo Lessor under the provisions of this Paragraph may, subjact lo- proration as provided in Paragraph 10.,1(a), at the option of Lessor, be
eated as an additlonal Secunty Deposit under Paragraph &.

(c) Addlitional Improvements. Notwithstanding Paragraph 10.1(a) hereol, Lessee shall pay to Lessor upon dpmand therefar tha sntlrety,of any
creasa In Real Properly Taxes assassed by reason of Alterations or Ulillly Installations placed unon the Premlses by Lessee or at Lessee's reql?asl.

10.2 Qal'hlllan of “Real Property Taxes.” As used hereln, the term “Heal Property Taxes" shall induds any lorm-of real estale lax or assessment, general,
>aclal, ordinary or extraordinary. and"any licenss fes, commercial renlal lax, improvement bona or bonds, tevy or tax {other than inherltance, personal

cor~ or aslale taxas) lmpos:ed upon the Premises by any authority having the direct or inairect power to tax, including any cily, stats or fedaral
% W, or any school, aqncullural, sanltary, fire, street, dralnags or olher improvement district thereof, [evied -agalnst any legal or squltable Intarsst
ft @ the Premises or in tha real properly of which the Pramises are a part, Lassor's right to rent or other Income {herefrom, andfor Lessor's
1sinuus of Ipasing the Premises. The term *"Resl Property Taxes” shall also Include any tax, fee. lavy, assessmenf or chargs, or any Increase therein,
yposed by reason of evanls occurring, or changes In applicable law laking effect, during the tenn of this Lease, Including but not limited fo a changs .

1 the ownership of the Premisas or In the impravements tharaon, the exacullon of this Leass, or any modification, amendment or transfer thereof, and
hether or not contemplated by the Pariles. i ’ D

Inltlals
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[1% UL 2 XSEEEMUAL I INg FIRMISES Br6 NOI separalely Bssassad, Lessees liability shali be an squi'lalqle proportlpn ¢f 118 Real Proparty Taxes for
all-f thie fand -and fmprovements Included wihin the tax parcel aggessed, such proportion fo'bs A~termined by Lessor from ths re- ~cilve valuations
asélgned'in {he assessor's work sheets or,  -other Informa s may be reasonably avallabi,  )ssor's reasonable detsrming «raof, in good
t4lth, shall be éonclusive, . S . . )

* 10.4 Personal Proparty Yaxes. Lesssa shall ‘pay prlor to delinguency all taxes assessed agalnst and levied upon Lesses Ownead Altarations, Ulility

Installations, Trade Fixtures, furnishings, ‘equlpment and all parsonal property of Lessse contalned In the Premlies or slsewhare. When possible, Lesses

shalf cause lis Trade Fixtures, furnishings; equipment and-all other personal property to be assessad and billed separalely from the real propsrty of Lessor.

If any of Lesseq's sald parsonal property shall be asssssad wilth Lessor's real proparty, Lessae shall pay Lessorl the taxes atirlbutable lo Lessee wilhin ten

(10) days after recslpt of a wrillen statement selling forth the ta¥ss applicabls to Lessdd's property or, at Lassor's optlon, ds providsd }l]n Paragraph 10.1§1b),

f d fo the Premises, together

. Utilitiaa, it pay for ail water, gas, heat, light, powsr, lelsphois, trash dlsposal and other utllities and sarvices suppis mises,

Jv}ml;:y"lla‘::a: ?Ifes;aoiulil ;lnt;ysu(:h servlcegs are not saparZiely meterad to Lesses, Lassea shall pay a reasonable proportion. 1o be determined by Lessor,

.of all chargas jolntly metered with other premises. . .

12. Assignment and !_Sublelung. , . "

12.1.Ldssor's Cansent Required. ' i}

(a) Lesses shall not voluntarlly or by operation of faw assign, transfer, morigage or omsarwlsa fransfer or sncumber (collec(lvely,_ “asslgnment”) or

sublet all or any part of Lassas's Interest In this Leass or In the Premisss without Lessors prior wrliten consent given under and subject to lha_ terms of
Parajraph 36.

(B} A change In tha control of Lessea shall constitute an assignmen! requiring Lessor's consent. The transfar; on a curwilalive basis. of t»yenty-ﬂve o

percant (25%) or more of the voting control of.Lessee shall constilule & change Ini control for ;hl; purpose. -

! (c) The Involvemant of Lessee or its assels in any transaction, or series of transactions (by way of merger, sals, gcquishion, financing, rafinancing,
transfer, levaraged buy-out or otharwise), whather or not a formal assignment or hypothacallon of this Leass or Lessse's assels occurs, which resulls or
will result In & reduction of tha Net Worth of Lessee, as heraipaftsr definad, by an amount squal to or grealer than twenty-five percenl (25%%) of such Net
Worlh of Lassen as It was representad lo Lessor at the time of the execution by Lessor of this Leass or at tha tima of the most recent assignment lo which
Lessor has consantad, or as 1t exists Immediataly prior 1o sald iransaction or transacllons constituling such reduction, at whichever time sahil‘ Net Worth
of Lessea was or Is greatsr, shall be consldered an assignment of this Leasa by Le§§ea te which Lessor may reasonably withhold lis consent, “Net Worth
of Lessee” for purposes of this Lease shall be tha nat worth of Lessea (excluding any gusranturs) ostablished under generally acceptad accounting
principles conslistently applied, . ) ] )

(d) An assignment or sublgtiing of Lessee's Intersst In this Leass withput Lessor's spacific prior written consant sh.all, at Lessor's option, be a
Default curable afler notice per Paragraph 13.1(c), or a noncurable Breach without the nacessity of any notics and grace period, {f Lessor e}acls lo reat
such unconsented to assignmant or subletting as a noncurabla Breach, Lessor shall have'the rght o sither: (I) terminate this Leass, or (i) upon thirty
(30) days wrllten nptice {"Lessor's Nollce"), Increasa the monthly-Base Rent fo fair market rental valua or one hundred ten percent (110%) of the Base
HRent thert In effect, whichever is greater. Pending determiination of the new [alr market rentaf valus, if disputed by Lessas, Lessaa shall pay the amount
sl forth In Lessor's Notlcs, with any everpayment credited against the next Installmen(s) of Base Rent coming dus, and any underpaymen! for the
peripd ratroactively to the sffective date of tha adjusiment being due and payable immadialsly upon the delermination thereof, Furiher. In"the event of
such Braach and market value adjustment, {i) the purchase price of any option to- purchase the Pramlses held by Lessee shall be subjsct fo similar
adjustmant ta-the than fair markst valus {without tHs Lease being consldered an sncumbrance or any deductlon for depreciation or obsolesecance, and
considering the Premisas at Its highest and best use and In good conditlon), or ona hundred tan parcent {(110%) of the price pr?viously In eH{ect, whichever
Is greatar, (i) any index-orlented rental or price adjustment formulas contained In this Leass shall bs adjustsd lo requirs thal the basa Indax be
determined with reference 1o the Index applicable ta the time of such adjustment, and {il) any fixad rental adjusiments scheduled during the remainder
of the Lease term shall ba Increasad In the same raio as tha new markat rental bears to the Base Rent in effact immadiately prior fo the markst valus
adjustment. . . .

(8) Lessae's remedy for any braach of this Paragraph 12.1 by Lessor shall be limltad to compensatory damages and injunclive relief.

12.2 Terms and Condltions Applicable to Assignment and Subletting. . )

(a) Regardiess of Lessor's consent, sny assignment or subletting shall net: (i) ba effective without the exprass wﬁtlen assumpltion by such assignee
or sublesses of the obligations of Lesses under this Lease, (il) relaasa Lessea of any obligations hersunder, or (il} alter the primary liability of Lessea for
the payment of Base Rant and other sums dua Lessor hersunder or for the performanca of any other obligatibns fo be performed by Lessse under this
Leasa. : : ' ¢ :

{b) Lessor may accept any rent or performance of Lessee's obligatlons from any person other than Lessee pending appraval or disapproval of an
assignment. Nelther a defay in the approval or disapproval of such assignment nor the acceptance of any rent or performance shall-constitule a walver
or estoppal of Lessor's right o exerciss its remedlss for the Default or Breach by Lessee of'any of the terms, covenants or conditions of this Lease.

{c) The consent of Lassor to any asslgnment or subletting shall not constitule a consént 1o any subsequent assignment or sublstting by Lesses

or io any subsequant or syccessive assignment or.subletting by the sublesses. Howsver, Lessor may consent 1o subsaquent sublettings and assignments .

of tha sublease or any amandments of madiflcations tharslo without notlfying Lessea or anyons else liable of the Lease-or subleasé and without obtaining
thelr consent, snd such action shall not relleve stch persons from lability under this Leass or subleass, :

{d) In the event of any Delault or Breach of Lessee's obligations under this Leass. Lessor may proceed directly against Lessee, any Guarantors
 any ona elsa responslble for the performancs of the Lesseg's obligations under this Lease, Including the sublesssse, witnaut first extiausting Lessor's
‘emedies agalnst any other person ar antily rasponsible therefor to Lessor, or any securlty heid by Lassor or Lessee. .

(e) Each raquest for consent to an assignment or sublatting shall be In writing, accompanled by Informatlon relevant 1o Lessor's determination as
o the financlal and opsrational responsibliity and appropriatenass of tha proposed asslgnae or sublessse. Including but not fimited lo tha intended use
indror required modification of the Pramises, if any, logether with a non-relundable deposlt of 1,000 or ten percent (10%) of the current monthly Base
3ent, whichever Is greater, as reasonable conslderation for Lessor's consldering and processing the request for consent, Lessee agress lo provids Lessor
vith such other or additianal information and/or documentation as may be reasonably requested by Lessor. : - .

(1) Any asslgnea of, or sublessee undar, this Leasa shall, by reason of accepling such assignment or entering Into such subleass, be desmed,
or tha benafit of- Lessor, {o have assumed and agreed lo copform and comply with each and avery term, covenant, condinon and obligation herein to
)8 observed or performed by Lessea during the term of sald assignment or sublease, other than such obligations as ars cbnltrary to or Inconsistent
vith provislons of an assignment or sublease to which Lessor has speclfically consentad in writing. - .

. {g) Tha occuranca of a transection described in Paragraph 12.1(c) shall glve Lessor the right: (but not the obligation) la 1
Japosit be Increased lo an gmount equal 10 six (6) times the then monthly Base Rent, and Lessor may make the actual recei
equlred to establish such Sacurity Deposlt a condition o Lessor's consent to such transaction.

e;qulra that the Securlly
pt by Lessar of the ameunt

{h) Lessor, as & condilion to giving Its consent to any. assignment or subletting, may require that the amount and adjustmen! struciure of tha rent

1ayable under this Lease ba adjusted to what Is than the market.value and/or adjustment structura for property simlilar 1o the Premises as then conslituted. ©

12.3 Additlonal Terms and Conditlona Applicable to Subletting. The following terma and condltions shall apply to any subletting by Lessee of all or
ny part of tha Premises and shall ba deemed Included In all subleases under this Lease whather or nof expressly.ingompordted therein:
{s) Lessae hereby assigns and fransfars to Lessor alt of Lessee's Interast In all rantals and income arising from any subleass of all or & portion
{ the Premises herstolore or hereafier nads by Lesses, and Lessar may collact such rent and income and &pply same toward Lessee’s obligations under
1s Lease; provided, howevar, that untll a Breach (as defingd In Paragraph 13.1) shall occur In the performanca of Lesses's obligations under this Leasa,
sssea may, excapt as otherwisa providéd In this Laass, recelve, collect and enjoy ths rents accrulng under such sublease. Lessor shall not, by rsason
{ ihis gr any other assignment of such subleasa ta Lessor, nor by reason of the collactlon of the rents from & sublessea, ba deemed llabla o tha sublessse
o eny failure of Lessea to parform and comply with any of Lessee's obllgatlons 19 such sublessee under such sublsase. Lessas heraby Irrevocably
uthorizes and directs any such sublasses, upon receipl of a written notice from Lassor stating that a Breach exlsts In e performance of Lessesg's
bligations under-this Leass, 1o pay to Lessor the rents and other charges due and fo hacome dus under the sublease. Sublessae ‘shall rely upan any
uch statarment and requast from Lessor and shall pay such rents and other chargss 1o Lessor without any obligation or right to Inguire as to whether
uch Breach exisls and notwlthstanding any notice from or claim lrom Lesses 1o the contrary, Lessae shall have no right or ctaim against sald sublesses,
. unifl the Breach has baen cured, against Lessor, for any such rents and other charges so pald by sald sublesses {o Lessor

(b) In the evant of a Breach b)'/ Lessaa In lhe performance of its ebligations under this Leasa, Lessor. at Its bpilon 2nd without a;wy obligation to

a2 50, may require any sublesses to attorn 1o Lessor, In which svent Lessor shall undertake the obligations of the sublassor under such sublesss from

12 tima of tha exercise of sald option to the explrallon of such sublease; provided, howaver, Lessor shall not be llable for 2ny prepald rents. or
aposif pald by such sublessea to such sublessor or for any other prior Defaulis or Breaches of such sublessor under such subleass.

{c) Any matter or thing requiring the consent of the sublessor under a subleass shall also require the consent of Lessor hareln.
(d) No sublessea shall further asslgn or sublet all or any part of the Premisss without Lessor's prior written consen.

%ecun‘ly

(e} Leasor shall.dsliver a copy of any notica of Default or Braach by Lesses to the sublesses, who shall have tha right 1o cure the Dafault of Lessse g
lthin the grace perlod. it any, specified In suchi notics. The sublessee shall hava'a right of relmbursement and offsat from and agalnst Lessee for any

1ch Defaulls cured by the sublassea.
3. Delfault; Breach; Remedlex, .

13.1 Defsuit; Breach. Lessor and Lesses agrea that If an atforney Is consulled by Lessor In connection with & Lesses Default or Breach (as harelnafter
sfined); $350.00 is a reasonabla mlnlmuxp sum per such accurrence for legal services and costs in tha preparation ana ssrvice of a palics o

[ Dglauit,
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< seurs Ly 1 18588@ 10 bDserve, comply withi or parform any of s lerms, covenants, condilons or fule= <pplicabls to Lesses under lpls Leass. A ‘;lli{?u"ch"

s dgfinad-as the occumence of any ons or v { tha lollowin~ ~~faullg, and, where a grace perle  * cure sfter notics Is specific  eln, the lallurs

by L a5sea’lo cura such Dafault prior fo tha exXp~dtlon of the ap Ja grace period, shall entlia Lessut to pursus the remedies sel . In Paragraphs
*~ 3.2 and/or 13.3;

(a) The vacating of the Premises without the Intentlon ta reoccupy safna, or the abandonmant of the Premisas.

Excapl as exgrassly otherwlss provided In this Leass, lha failure by Lessee to make any payment of Base Rent or any other monetary paymsnit
raquirad (lz)'bé mxfda byﬁsss? hereundar,?uhethar to Lessor or to & third party, as and when dus, Uje fallure by Lessea to provida Lessor with reasonabla
avidence of Insurance or surety bond requifed under this Leasq, or tha fallufe of Lessée to-fulfill any obligation under this Lease which, andanLgBrs or
lhre~*~ns lifa or property, where such fallure canlinuss for a period of three (3) days followlng written nullca_. thereof by or on behalf of Lessor to LELITR

") Excepl ag expressly otherwlse providad in this Lease, the fallure by Lesses lo provide Lessor, with rs'aspnabla writtan evidsnce (_in duly
» I orlglnal form, If applicabla) of (i) compllance with applicable law per Paragraph 6.3, (1) the Inspection, maintenanca and sarvice contracts
‘aquuad under Paragraph 7.1(b), (ifl) the recisslon of an unauthorized assignment of sublstiing per Paragraph 12,1(b), (iv} a Tenancy B!ateTsnl per
>aragraphs 16 or 37, (v) the subordination or non-subordination of this Lease per Paragraph 30, (vi) the guaranty of the psriormance of essalas
sbiigations under this Leass H required under Paragraphs 1.1 and 37, (v) the axacttion of any documant requested under Paragraph 42 (sasemenls),

1

r {viii) any other documentation or Information which Lessor may reasonably requlre of, L'essae under the lerms of this Leasp, where any such l‘al!ure .

:ontinues for a period of 4en (10) days foliowling wrilten notice by or on behalf of Lessor to Lesses.

d) A Default by Lessee as ta tha terms, covenants, canditfons or provisions of this Leass, or of the rules adopted underd Pa{agraph 40 heraof,
hat are fo)ba observady. complied with or psriormed by Lessea. other than those descrlibed In subparagraphs (a), (b} or (c), above, Whare stich Dafaullt
:ontinues for a perlod of thirty (30) days aflar wiltten notice thereof by or on behalf of Lessor fo Lessea; pravided, howsver, {hat if tha-nature of Lesses's
Yafaull Is such that more than thirty (30) days are reasonably required for is cure, then it shall not ba deemed to be a Breach of this Leass by Lessee
' Lassas commancss such cura within sald thirty (30) day period and thereafter diligently prosecties such cure ta complation,

(e} The occumance of any of the fallowing events: (f) The making by lesses of any general arrangement or asslgnmqnl for thg benefit of craditors;
i) Lesses's bacoming a “dabtor” as dafined in 11 U.8.G. §101 br any successor stalule thareto (un!as}, in tha case of a pefitlon filed x‘igalnst Lessss, the
‘ama s dismissad within sixty (80) days); (Ili) the appolntment of 2 lrustaa or receiver 10 taka possessian of substantlally zlall of Lessen's assels located at
18 Premisas or of Lessae's Interest Jn this Lease, whare possession is not reslored to Lessee within thirty {20} day‘s; or (iv).the attachment, qxecullon or
theejudlclal selzura of substantially all of Lessee's assets localed at the Premlsss or of Lessae's literast In thils Lease, where such ssizure Is not
Ischarged wilkin thirty (30) days; provided, -howsver, In the avent that any provision of this subparagraph (e} Is contrary lo any applicable law, such
rovislon shall be of na force or effact, and not affect the valldity of the remalning provisions.

. (1) Tha discovery by Lessor that any financial statement given fo Lessor by Lessee or any Guarantor of Lassad's obligalions herseunder was
watedally {alse, :

(gj If the performance of Lessea's obligations under this Leasa is guaranteed: () the death of a guarantor, (I} the termination of & guarantor's

abliity with respect fo this Leass other than In accordance with the terms of such glaaranty, (ilp a guarantor's becoming Insolv?nl or the subject of a
ankruptcy fillig, (iv) a guamanior's refusal to honor the guaranty, or (V) a guarantor's breach of its guaranty obligation on an anticlpatory brez'ach basis,
nd Lesses's fallure, wilhn sixty (60) days following written notice by or on hehalf of Lessar to Lessae of any such svent, to provide Lessor with wrilten
Iternative assurance or security, which, when coupled with the then existing resources of Lessee, equals or excesds the comhlnad financlal resources
| Lesses and the guarantors that existed at the tima of exacution of this Lease. . .
13.2 Remedles. f Lassas fails to perform any affirmative duty or obligation of Lesses under this Lease, within ten (10} days afler writien notice 1o Lessae
ir In case of an smergency, withaut ndtlce), Lassor may at lis option (but without obligation to do so), perform such duty or obligation on Lessee's bahall,
cluding put nat limited to the obtalning of reasonably required bonds, insurance policles, or gevernmenial licenses, permits or approvals. The cosls and
penses ol any such performanca by Lessor shall ba due and payabla by Lassea to Lessor upon Invaice therefor, If any chack glven to Lessor by Lessea
1all not ba honored hy the bank upon which It Is drawn, Lessor, at Its option, may require alf fulure payments to be mada under this Lease by Lesses
be mads onfy by cashier's check. In the event of & Braach of this Leasa by Lesses, as dafined In Paragraph 13,1, wilh or without further nofice or
ynand, and without limiling Lessor In the exsrcise of any right or remedy which Lessor may have by reason of such Breach, Lessar may:

(a) Terminals Lesses's fight to possession of the Premisas by any lawful means, In which case this Leass and tha term hersof shall terminate and
1ssae shall Immediately sumender possasslon of the Premises ta Lessor. In suchi svent Lessor shall be entilled fo recover from Lessee: (f) the worth at
s time of the award of the unpald rent which had basn eamed at the flma of termination; (Ii) the worth at tha.ime of award of the amount by which the
ipald rent which would have been earned after termination untll the time of award exceeds the amount of such rental loss that the Lesses proves
uld hava been reasonably avolded; (iif) the worth at tha fime of award of the amount by which the unpald rent for the balanca of the term after the time
award excesds tha amount of such rantal loss that the Lessee proves could be reasonably avojded; and (iv) ariy other arount necessary fo compensale
ssor for all the detdment proximately caused by the Lessae's fallure {o perform its obligations under this Lease or which In the ordinary course of things
w' ‘caly ta result therefiom, Including but not limited 1o tha cost of recovering possassion of the Premisss, expensas of refetting, Including necessary
A and alferation of the Premisas, reasonable attorneys' fses, and that portion of tha leasing commlisslon paid by Lessor applicable {o the unexplred
m .. ..us Lease, The worth'at tha time of award of the amount refarred to in provision (ifi) of the prior senlence shall ba computed by discounting such
ount at the discount rate of tha Fedaral Reserve Bank of San Franclsco at the tlma of award plus ona parcent (1%). Efforis by Lessor to mitigate damagss
used by Lagsse's Default or Braach of this Leasa shall not waive Lsssor's right to racover damages under thls Paragraph. )f terminallon of this'Lease
pbtained through the provislonal remeady of unlawiul delalner, Lessor shall have the right to recover in such proceeding the unpald rent and damages as
2 rocoverablg thereln, or Lassor may raserva thereln the right lo recover alf or any part thersof in a separate sult for such rent and/or damages. if a notlce
d grace perlod required under subparagraphs 13.1(b), (c) or (d) was not previously given, a notice to pay rent or quit, or fo perform or-quit, as the casa
1y ba, glven ta Lessee under any stalula authorizing tha forfeilurd of lsases for unlawit! detainer shall also constituta the applicable notlce lor grace
riod purposss required by subparagraphs 13.1(b), {¢) or {d). In such cass, he applicabla grace period undsr subparagraphs 13.1{b), {c) or (d) and under

1 unlawful dslaliier statute shall run concurrently after the one such slatutdry notics, and ths failure of Legsese lo curs the Default within the greater of
+ two such grace periods shall constliute both an unlawful detainer and a Breach of this Lease entiliing Lessor ta the remedies providad for In this Lease
d/or by said statuls, '

(b)- Conlinua the Leass and Lessee's right to possession In effact (in Califarnla under Californla Civil Code Secllon 1951.4) after Lessee's Breach
1 abandonment and recover the rent as It becomas due, provided Lesses has tha right io suble! or assign, subject only {o reasonable iimitations. Ses

ragraphs 12 and 38 for the imitatlons on assignment and sublsliing which fimitations Lessee and Lessor agres are reasonable, Acts of maintenanca _
presarvation, eflorts {o refst the Premisas, or the appolniment of a receiver fo protect the Léssor's Interest under the Lease, shall not constituts &
nination of the Lesses's right ta possession. :

4 (c) Pursus any other remedy now or hersafler available to Lessor under the laws or Judiclal decisions of the state whersln the Prgmisas
ats i ' :

are

{d) Tha explration or terminatlon of thiz Lerss and/or the lermination of Lessee's right to possession shall not relisve Lesses from liability under
"indemnity provisiong of ths Lease as to matters occyrdng or aceruing durlng the term hareof or by raason of Lessee's occupancy of the Premises,

13.3 Inducemant Recaptura In Event Of Breach. Any agreement by Lessor for {raa or abaled rent or olher charges applicabls to the Premlses, or for
giving ér paying by Lessor to or for Lessea of any cash or other benus, Inducement or conhsideration for Lessee's entering Into this Lease, alf of which
cessions ara hereinafier referved lo'as “Inducement Provisions,” shall ba deemed conditioned upon Lessae's full and faithful performancs of aff of the
ns, covenanls and conditions of this Lease to ba performed or observed by Lesses during the term hersof as lhe sams may be extendsd. Upan the
urmrence of a Braach of this Lease by Lesses, as defined in Paragraph 13.1; any such Inducement Provislon shall aulomatically ba desmed delsted {rom
Leasa arid of no further forca or effect, and any rent, other charge, bonus, inducement or consideration theretofore abated, giverr ar pald by Lessor
or stich an Inducement Provision shalf be Immedialely dus-and payable by Lessee o Lessor, and recoverable by Lessor as additionai rent dus undsr

Leasg, notwllhstanding- any subsequent cura of sald Braach by Lessea. The acceptance by'Lessor of rent or the cura of tha Breach which Initlated
operation of this Paragraph shall not be

deemed a walver by Lessor of the provisions of this Paragraph tnless specifically so stated In writing by
sor at the time of such acceptance. * ’

3.4 Lata Charges. Lessse hareby acknowledges that late payment by Lesses lo Lessor of rent and other sums due hereunder will cause Lessor o
r cos!s ndt conlemplated by this Leass, the exact amount of which will be extremely diffioult g ascertain. Such costs Includs, but ara not limited to,
essing and accounling charges, and lata chargss which may be Imposad upon Lessor by the lerms of apy .ground lease, mortgage or trust deed
ring the Premises, Accaralngly, If any Instalimarit of rent or any other sum dus from Lesses shall not b recelvad by Lessor or Lessor's deslgnes
ri five (5) days afler such anibunt shall ba dus, (Hen, without any requirement for notice to Lesses, Lesses shall pay fo Lessor a lale tharge equal to
srcent (6%) of such overdus amount, The parlles hersby agras that such lale charge represents a falr and reasonabls sstimale of the costs Legsor
neur by reason of late payment by Lesses. Acceptance af such late charge by Lessor shail In no event constitule a walvef of Lessee's Dafault or
ch with respect to such overdus amoun!, nar pravent Lessor from exarclslng any of he other rights and remedles granted hereunder. In ths avent
1 lata charge Is paysble hereunder, whether or not collscted. for three (3) consecutive Instaliments of Basa Aent, then notwithstanding Paragraph 4.1
iy~ orovislon of this Leass to the contrary, Basa Rent shall, at Lessar's option, become dus and.payable quarlerly |n advance. .

3 ch by Lessor. {.essor shall nof be deemed In breach of this Lease unless Lessor fails within & reasonable tima lo parform an obligation
I8, -a performed by Lassor. For purposes of this Paragraph 13.5, a reasqnable tima shall In no svent bs less than thirty (30) days alfer recalpt
1ssor, and by tha holders of any ground lease, morigags or deed of trust covering the Premises whose name- and address shall have besn furnished
wé In wriling (or such purposs, of written natica specifying whereln such obligation of Lessor has not been performad; provided, however, that if the
®,0f Lassor's obligation Is such that more than thirly (30) days after such notlce are reasonably required for its perlarmance, then Lessor shall not
breach of this Lsasa if parformance Is commenced within such thirty (30) day psriod and therealler diligently pursued to complstion.
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-pawhF (all el.which ere hersin called “condemnation”), ths Liasa shall terminale as to ne part &0 “~ken as of tha dale the condemning authorlly takes
- Uil or possesslon, whichaver first oceurs, I than ten perc- ~10%) of the floor araa of the Py ses, or more than twenty-ivar  nt (25%) of the
fand araa not occuplad by any bullding, Is ta¥er{ by condemnu {essea may, al Lesses's optlofi; 1o be sxarclsed in wrling withl, (10) days BﬂBII‘
‘tassar shall hava given Lessea written notice of such taking (o ... the absence of such notice, within ten (10) days after the condemiaing authorily shall
"have taken possesslon) tarminate this Lease as of ths date the condemning autnority takes such possession. If Lesses doss not terminala this Leass In
accordance with the foregolng. this Leasa shall remaln In full force and elfect as to the portion of ths Pramises remalning, excep! that-the Base Rent shall
be reduced In the sama propariion ds the rentable floor area of ths Premises taken bears to the lotal rentable fioor area "_’ the building localed on l'ha
Pramises. No reduction of Bass Rant shall occur if tha only portion of the Premises taken Is land on which there s no bullding, Any award for tha lﬂf(lng
of all or any part of the Premises undar the powsr of eminent domaln or any payient made under threat of the exerclse of such power shall be tha property
of Lessor, whether such award shall be made as compensalion for diminution in vajue of the leasehold or for the laklng. of the l?a. or as sgverance
damagas; provided, hawsver that Lesses shall be entitled 1o any compensatian separately awarded o Lessee for Lessae's relocation sxpanses and/lor
Joss of Lesses’s Trade Fixtures. In the svent that this Lease [s not terminated by reason of such condemnation, Lessor shall to tna extent of iis nel severanca
damages recelved, over and above the legal and olher expenses incurred by Lassor In the condsmnation matter, repalr any damage fo the Premisss
causad by such condemnation. except to the extent that Lasses has been relmbursad therefor by the condemning authorlty. La;sae shall be responsible
for the payment of any amount in excess of such net severance damages required 1o complete such repalr. .

15, Broker's Fea. )
15.1 Tha Brokers named in Paragraph 1,10 are the procuring causes of this Leass. ~ . : . .
15.2 Upon execution of this Lease by both Parties, Lessor shall pay {o sald Brokars jointly, or In such separate shares as Iney may mulually designafe

In writing, a fee as set forth in a separata wrltten agresment belwsen Lessor and said Brokers (or in the event there is no ssparals wrillen agresment *

belween Lessor and sald Brokers, the sum of $ ) for brokerags servicas rendered by sald Brokers to Lessor In ihls transactlon.

15.3 Unless Lessor and Brokers have otherwlse agrae& In writing, Lassor further agrees that: (a) if Lesses exercises any Option (as defined In

Paragraph 38.1) or any Option subsequently granied which Is substantially similar to an Oplion granted fo Lessee In this Lease, or (b] Il Lesses acquires
any rights to the Premises or other premises described in this Lease which are substantially slmllar fo what Lesses would have acquirad hgd an Dpﬂufl
hereln granted to Lessee been exarclsed, or (c) if Lessee remalns In possesslon of the Premises, with the consent of Lessar, after the expiration of the
ferm of this Leasa after having falled to sxarclse an Option, or {d) if said Brokers are:ihe procuring cayss of any.other lsase or sale entered Into batween
tha Partles psriaining fo the Premises and/or any adjacent property in which Lessor has an Interest, or (e) if Base Rent s increased, whether by agreement
or operation of an escalalion clause hersin, then as o any of sald transactions, Lassor shall pay sald Brokers a {se In accordance with the scheduls of
sald Brokers In effect al the tima of the executlon of thls Leasa. .

15.4 Any buyer or ransferee of Lessor's Interast in'this Lease, whether such transfer is by, agresment or by operation of law. shall ba deemed lo have
mssumed Lessor's obligatién under this Paragraph 15. Each Broker shall be a third party benaficlary of the provislons of this Paragraph 15 to the extent of
11s tnterest In any commission arising from this Laase and may enlorce that right directly against Lessor and.lts successors.

15.5 Lessan and Lessor sach represant and warrant to the otfier that It has had no dsalings with any person, finm, broker or findsr (other than the

Brokers, If any nemed In Paragraph 1.10) In connectlpn with the nagotfation of this Laass and/or the consummation of the ransaction contemplalad hereby, )
and that no broker or otherpersan, firm-or entlly olher than sald named Brokers is entitled to any commission or finder's fes in connaction with sald -

transactlon. Lesses and Lessar do each hereby agrea to Indamnify, protect, dejend and hold the other harmiess from and agalnst liability for compensation
or charges which may be claimad by any such unnamed broker, finder or ather similar party by reason of any dealings or actions of the Indemnifying
Party, Including any costs, expansas, atlorneys' {ses reasonably Incurred with respect thersto.

15.6 Lessor and Lesses heraby consent lo and approve all agency relaticnships, Including any dual egencies, Indicated In Paragraph 1.10.
16. Tenancy Slatemsnt.

16.1 Each Perly {as “Responding Party”) shall within ten (10) days after written nofica from the other Party (the "Requesting Earty")'sxecme;
acknowledga and dslfvar to tha Requesting Party a statement In wrlting In form slmilar to the then most current *“Tanancy Statement” lorm published by the

American’ Industrlal Real Estate Associatlon, plus such additional information, confirmation and/or statements as may ba reasonably requested by the
Apquesting Party. '

16.2 1f Lessor desires to fmancs, refinancs, or sell the Premises, any par thereol, or the bullding of which ths Premises are a part, Lesssa and all
Quarantars of Lessee’s parfgrmance hereundsr shall deliver ta any potentlal lender or purchaser designated by Lessor such financlal slatements of

-essed and such Guarantors as may be reasonably fequired by such lender or purchaser, Including bul not limifed fo Lesses's financial statements for .

ha past three (3) ysars. All such financlal stataments shall be received by Lassor and such lend
or the purposes hersin ss! forth.

17. Lessor's Liabillity. The tesm “Lessor as usad hereln shall mean the owrier or owners al the time In question of the fee (itla lo the Premises, or, if thls
s a subleass, of the Lassee’s interest In the prlor lease, In the event of a transfar of Lessor's title or Interest In the Premises or in this Leass; Lessor shall
fellver to tha wensferea or assignes (In cash or by credit) any unused Securily Deposit held by Lassor at the time of such transler of assignment. Excepl
1s provided In Paragraph 15, upon such transfer or assignment and dslivery of tha Security Deposlt, as aforgsald, the prior Lessor shall ba refieved of all
labliity with respect fo the obligalions and/or covariants undsr this Lease thereafter to be performed by the Lessor. Sublect to the foregoing, the obligafions
ind/or covenants In this Lease to bé performed by the Lessor shall be binding only upon the Lessor as hersinabovs defined.

18. Sevarabliity. The Invalidity of any provision of thls Le
»ther provision hereof.

asg, as determined by a court of competent ]‘urlsdicllun, shall In no way afiect the validily of any
i9. Intarast on Past-Dua Obligatians. Any monetary payment dus Lessar hereundar; other than Iate charges, not received by Lessor within thirty (30) days
ollowing tha date on which.it was dus, shall bear Intsrast from the thirty-first (31st) day after It was dus &l the rate of 125 per annum, but not exceading
he maximum rale allowed by law, In eddltion to thae lale charge provided for in Paragraph 13.4.

0. Thme of Essence. Tims s of tha essence with respect to the psrformance of all obligations to be performed or obsarved by the Parties under this Leass,
1. Rent Defined. All monetary obligafions of Lessse to Lessor under the terms of this Lease are desmed {o be rent.

2," No Priar or Other Agreements; Broker Disclalmer. This Leass contains all agreements between the Parlles with respact to any mattar mentionad hereln,
nd no other prior or conlemporansaus agraement or undarstanding shall be elfective. Lessor and Lesses sach represents and warrants fo the Brokars
qat It has made, and Is relying solsly upan, Its own Investigation as to the nature, quallty, character and financial responsibility of:the other Party to this:
sase and as lo the nalure, gualily and character of the Premises, Brokers have no responsibllity with respect thereto or witn respsct te any default or
reach hereof by either Party. ’

3. Notices.

23.1 All notices required or permitled by this Lease shall be in writihg and may be deliverad in pergon (by hand or by messenger or courier service)
rmay ba sent by regular, ceriified or registered mall or. 1.8, Postal Service Express Mail, wilh postage prepald, or by facsimils transmission, and shall
& desmed sufficlently given if servad In a manner spacliiad in this Paragraph 23. The addresses noted adjacent to a Parly's signatura on this Leasa shall
g that Party's address for. delivery or malllrig.of notice purposes. Either Party may by written notice.lo the other specily a different addrass for notice
urposes, except that upon Lessea's taking possession of the Premilses, the Premises shall constitute Lessee's -address for the purposs of maillng or’
elivaring notices o Lessse. A copy of all nolices required or psrmitted to be given to Lessor hereunder shall be concurrently fransmilled 1o such party
+ partiss at such addresses as Lessor may from fime lo {ime hereatei designate by written notice lo Lessse.

23.2 Any nolice sent by registered or cerilfied mall, return recelpt requested, shall ba desméd given on the date of delivery shown on the recelpt card,
*If no delivery date Is shown. the postmark thaerean, If sent by regular mall ths nolice shall bs desmed given forty-elgh! {4B) hours alter the sams Is
}drassed ag raqulred herein and mailed with postage prepzld. Notless dalivared by Unlted States Exprass Mall or overnight courler that gyarmaniess next
y delivary shall ba dserned given twenly-four (24) hours after dalivery of the same lo lhe Uniied Stalas Poslal Service or courier, If any notice Is transmitted
¢ facsimile transmission or similar maans, the same shall be deemed served or delivered upon telephone confirmalion of receipt of tha transmission
ereol, provided a copy Is aiso dellvered via dallvery or mall..If notice Is recelved on a Sunday or legal holiday, it shall be deemed recsived on the next

1slness day.

l. Walvers. No walver by Lessor of the Default or Breach of any term, covanant or condition hereof by Lessea, shall be aaemed a waiver of any ather
rm, covepant or condilon hereof, or of any subsequsnt Default or Breach by Lesssa of tha same or of any otier term, covenant or condition hersol,
1ss0r's consant to, ar approval of, any act shall not ba desmed to render unnecessary tha obtalning of Lessor's consent {o. of approval of, ahy subshquent
similar act by Lessee, or be construed as tha basis of an éstoppel la enforce the provision or provisions of this Lease requiring such censent. Regardless
Lessor's knowladge of a Defaull or Breach at the fime of accepting rent, the acceptance of rent by Lessor shall not be a waiver of any pracading
Hault or Breach by Lessea of any provision hareof, othier than tha fallure of Lessee to pay the partlcular rent so accepted, Any paymeént given Lessor by
sses may be accaptad by Lessor on account of moneys or damages due Lessor, notwithstanding any qualifying statements or conditions mads by
ssea In copnection therewsth, which such statemsnts and/or condltions shall ba of no force or effect whalsoever unless spacifically agreed to In writing
Lessor at or belore tha tima of daposit of such payment, T '
\. Recording, Either Lessor or Lessea shall, upon request of the ofher, execule, acknowledge and dallver to the other a shor{ form memorandum of thig
«asa for recording purposes. The Party requesting recordation shall be rssponsibls for payment of any fees or taxes applicabls tharato.

- Inltials __@_, .
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7. Cumulativa Remedles. No remedy or ele__h hereundar she leamed exclusive but shell, wivaver posslble, be cumulativa witl harremadles
i law ar in equity. .

5. Govenants snd Conditions. All provislons of thls Lease td be observed or performed by Lessas are both covenants and conditlans.

é d assigns and be govermned
. Blnding Effact; Cholca of Law. This Leass shall be binding upon the parfles, thelr personal representatives, siiccessors an ]
3ths ans%l l‘:ecst'ala In wahlch the Bremises are located. Any litigation betwaar the Parties hersto concerning this Lease shall be !nlllal?d in the county in
hich the Premises are located. . .

b dination; Attornment; Non-Disturbance, - subordinats » morigage d;aad of trust, orofhar

N n. This Lease and any Option granted hereby shall be subject and subordinals to any ground lsase, 5 3
/polhac‘al:lgzrg;r;:gﬁrﬁ;g:v{ce (cnllecﬁvs‘l,y, 'E’Sacl?rlty Devlza), now or herealter placed by Lessor upon the real property of which the Pngmisig are ?‘
art, to any'and all advances made on'the securlly theraol, and o alf renewals, qulﬂcat‘lons. consolidations, repfagemants and axtenslons{ Lersn A
3s5ae agrees that the Lenders holding any such Security Device shall have no duty, llabillty or ebligation to perform any of the obiigations bf Lessor
1der this Leass, buf that In the avent of Lessor's defauli with respact lo any such obligation, Lesses will give eny Lender whose name and address hava
sen fumnished Lesses In wriing for such purpose notics of Lessor's dafault and allow suchLender thirty (30) days foliowing rqcelpt of such nolice for
o cure of said default bafors invoking any remedies Lessea may have by reason thereof. If any Lender shall elect to have thls Lease and/or any Oplion-
anted hersby superlor to the lien of lts Sscurlty Devica and shall glve written natice theraot to Lasseg, this Lease and stich Options shall be desméd
for lo such Securily Devics, notwithstanding the relativa dates of tha documentation or recordation thereof. ) .

30.2 Attornment. Stibact to tha non-disturbance provisions of Paragraph 30.3, Lesses agrees to allom to a Lendsr or any other party who acquires
wnership of tha Premises by reesori of a foreclosure of & Security Devica, and that in the event of such foreclosre, such new ownar shall not:.(1) be liable
¥ any acl or omission of any prior fessor or with respect to events occurting prior-to acquisition of ownarshlp; (i) be subject fo any offssts or defenses
hich Lessea might have against any prior lassor, or (il) be bound by prepayment of more {han ona (1) month's rent. . .

30.3'Non-Disturbance. With respect tb Sscurlty Dévices enleréd into by Lessor alter tha executiort of his Lease, Lesses’s subordination of this Leass’
1all ba ‘subject 1o recelving assurance (a “nonrdisturbance agresment”) from the Lendar that Lesses's possassion and 1hls Leasa, Includihg any optlons
. extend the termheraof, will not be disturbed so long as Lessas Is not In Breach hereof and attoms to the record owner of the Premlses.

30,4 Sell-Exacuting. The agraements contalnad In, this Paragraph 30 shall be elfective without the exscution of any furthar documents; pravided,
waver, that, upon written request from Lessor or a Lender In conneclion with a sale, financing or reﬂnancxr.qg of the Premlses, Lessae and Lessor shall
<acute such further willings as may be reasonably required to separately document any such subordination or non-subordinatlon, attornment and/or
n-disturbance agraement as is provided for herein. .

1. Attornay's Fees. if any Party or Broker brings an actlon or proceeding to enforce the lerms nersof or daclara rights hara‘undbr, the Prevalling Party
s herealter defined) or Broker in any such proceading, aclion, or appeal thereon, shall bs enmleq to reasonabla altorney's fees. Such.faes may be
varded In the same sult or racovered In a separata sult, whalher or not such action or proceeding Is pursued lo decislon or Judgment. The lerm,
Iravalling Party” shall Include, witheut iimitation, & Party or Broker who substantially obtalns or defeals the relief sought, as the cases may be, whether
1 compromisa, settlement, judgment, or tha abandonment by tha other Party or Broker of its clalm or defenss, The attorney's fes award shall not be
smputed In accordance with eny court fee schadule, but shall ba such as 1o fully relmburse all allorney's fees reasonably incurred. Lessor shall _ba
1iled to attorney's fees, costs and expensas Incurrad In the preparation and service of notices .o( Defaull and consuitations in connectlon therewith,
hether or not & legal action Is subsequently commenced In connaclion with such Dafault or resulling Breach.

2. Lessors Access; Showlng Premisesy Repalrs, Lessor and Lessor's agents shall hava the nght to enter Lha Premises at any time, in the case of an
nergency, and ctherwise at raasonable times for the purpose of showing the same to prospectve purchasers, lenders, or lesseas, and making such
teralions, repairs, Improvements or additions to the Premlsas of to the buliding bf which they are & pat, as Lessor may reasonably desm necessary,
3ssor may-al any time place on or about the Premises or building any ordinary "For Sale” signs and Lessor may at any time during the lest one hundred

santy (120) days of tha term hereof place on ar sbout the Premises any ordinary "For Lease” signs. Alf such activities of Lessor shall be without ebalsment
‘rent or Jigbllity to Lessee.

1. Aucﬂoﬁs. Lessea shall not canduct, nor permit ta be conducted, elther voluntarlly er involuntarlly, any auction upon the Premises without first having

stalned Lessoi's prior wrltten consent. Notwlthstanding anything to the contrary in this Lease, Lessor shall not be obligated to exarclsé any standard of
Bsonableness In detarmining whather to grant such cohsent.  * -

{. 8'~ns, Lessas shall not placa any sign upon the Premlsas, except that Lessee may, with Lessor's prior written consent, install {but not on the roof) such
g - 1@ reasonably required to advertise Lessee's own businass. The Installation of any sign on tha Premises by or for Lessee shall ba subject to the
< of Paragraph 7 (Malntenance, Rapalrs, Uity Installalions, Trade Fixtures and Alterations). Unless ofherwise expressly agreed harsln, Lessor
56 . . 2l rights 1o the use of the roof end the right to Install, and all revenues from the Installation of, such advertising slgns on the Premises, Including
o roof, as do not unreasonably interfere with tha conduct of Lessee’s business.

5. Terminatlon; Merger. Unlass specifically stated olherwise In wrlting by Lessar, the volunlary or other surrender of this Lease by Lessas, tha mulual
rmination or canceliation hegacf, or a tennination hereof by Lessor for Breach by Lesses, shall automatically terminate any sublease or lesser estata in
g Premises; providad, howaver, Lessor shall, In the svent.of any such surrender, tenmination or cancellation, hava ths optlon to conlinua any one or all
any exising sublenancies. Lessor's fajlure within ten (10} days lollowing any such event to make a written election to the coritrary by written notice
the holggr of any such lasser interest, shall constitute Lessor's slection to have such evant constitute the fermination of such Interest.

i. Consents.

{a} Except {or Paragraph 33 hereof (Auctions) or as otherwlsa provided herein, wheraver in this-Lease the consant of a Party Is required fo an
:t by or for the other Party, stich consent shall not be unraasonably withheld or dslaysd. Lessor's actual reasonable costs and expenses {including bul
it imited to archilecls’, atiomeys', englneers' or other consultants’ fees) incurred In the consideration of, or responsa 1o, a request by Lesses for any
1ssor consent pertalning to this Leasa or the Premisas, Including but not limited lo consents to an assignment, a sublstting or thia prasence or usa of a
azardous Substance, practice or storage tank, shall be pald by Lessea to Lessor upon receipt of an Involce and supporiing documentation therefor,
1bject to Paragraph 12.2(e) (applicable to asslgnment or subletting), Lessor may, as a condltlon to consldering any such request by Lessae, requlre that
1ssee deposit with‘Lessor an amount of money (in additfon to the Security Deposit held under Paragraph 5) reasonably calculated by Lessor ta represent
a cost Lassor will Incur in considering and rasponding lo Lessee's request., Excapt as otherwlsa provided, any unused portion of sald deposit shall be
funded to Lesses without interest, Lessor's consent to any act, assignment of this Lease or sublstting of the Premises by Lessee shall mot constituts
1 acknowledgement that no Default or Breach by Lessee of ihis Lease exists, nor shall such consent be desmed a walver of any then existing Delaull or
vach, except as may be otherwise specifically stated in writing by Lessor at the ima of such consent.

{b) All condillons fo Lessar's consent authorized by this Lease are acknowledged by Lessea as being reasonable, The fallure-to specify herain
iy particular conditlon fo Lessor's consent shall not preciuds the imposition by Lessor at the tima of consent of such further or other conditions as are
3n reasonable with.refarenca to the’ particufar matter for which consent Is being given. ’

. Guarantor.

37.1 if thera are {0 be any Guarantors of this Leass par Paragraph 1.11, the form of the guaranty {o be exscuted by each such Guarantor shall be In
3 form most recently publlshed by the American Induslrial Real.Estata Assoclation, and each sald Guaranior shall hava the same obligalions as Lesses
der this Lease, including but not Iimited to the obilgatlon to provida the Tenancy Stalament and informalion calfed for by Paragraph 16.

37.2 1t shall constltute a Defaull of the Lessee under this Lease If any such Guarantor falls or refuses, upon reasoneble request by Lessor to give:
) svidance of the due execution of the guaranty called for by this Leass, Including (he authorlty of the Guarantor {and ol the party slgning on Guarantor's
hall) to obligate such Guaranlor o sald guaranty, and Including In the case of a corporate Guarantor, a certifisd copy of a resolution of lis'board of
ectors authorizing tha making of such guaranly, togsther wilh'a certilicals of Incumbency showing the signalure of the persons asuthorlzed to sign on

behall, (b) current {lnanclal statements of Guarantor as ma :

| n y. from !ime to time be requesied by Lessor, (c) a Tenancy Statement, or {d) writien
nlirmation that the guaranty Is still in effect, .

» Qulst Possegslon. Upon paymant by Lessee of the rent for the Premises and the obsarvance and performanes of ali of the covenants, copditions
d provisions on Lessee's part la b observed and performed under this Leasa, Lessea shall have quiet possesslon of the Fremises for the entire term
reof subjecl fa all of the provisions of this Leass.

. Optlons, i

37 Tefinltion. As-used In this Paragraph 38 the word “Option" has the following meaning: {a} the right to extend the larm of this Leasa or lo rshaw
5 r to extend or renew any leasa that Lessee has on other property of Lessor; (b) tha right of first refusal to lease the Premises or thu right of first
:N .58 ths Premisss or tha right of first refusal to lease other property. of Lessor or the right of first ofler 1o lease ather proparty of Lessor;{c) the right
purghase the Premises, or the sight of first refusal to purchase the Premisas, or the right of flrst offer to purchase the Pramisas, of tha right to
t:hase other property of Lessor, of the right of first refusal to purchase other properly of Lessor. or the right of first offer lo purchase olher propsily

assoh . ‘ -

39.2 Options Peracnal To QOrlginal Lesses, Each Option granted lo Lessee in this Lease Is oersonal to the originat Lessea named In Paragraph 1.1
reof, and cannot be voluntadly or involuntarily assigned or axsrelsad by any person or entity omer than sald orlginal Lessas whila tha original Lessae
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. am'x‘zn!.am\gr{able.' elther as & part of an asglanment of this Lease or separately or apart therefrom and no Opllon may bs separated from this Leasa in
- gny mannar. by reservation or otherwlss. - . ) ‘
':SQ.SFMulilpla Options. In the evant mat{te's)seé hasany M.~ ‘Options o ex_lsnd or reanew this Lease, & later Option cannot be- Jsed uniess fhe
“prior Optjops to extend ar rensw lhis Lease hava been validly exercised. :
38.4 Etfect of Default on Optlons. : ciom I th o1 Option 10 y . (1 cing o
sssas shall have no right 1o exercise an Oplion, notwithstanding any provision In tha grani o pilon to ths cantrary: uring the per
comr'risn(;rlg:- with the glving of ahy?wllce of Dafaull under Paragraph 13.1. and continulng until the noticed Delault fs cured, gr(ﬂ)(c'!urlng the period of
time any monstafy obligation dus Lessor from Lessea is unpiald (without regard lo whether notice thereaf is glven Lesses), or (i) during the time Lessee
Is I’ Braach of this Leass, or (lv) In the event that Lessor has glven lo Lesses three (3) or mpre noticas of .Default under Paragraph 13.1, whether or not
tha Defaulis.ara cured. durlng the twalve (12) month perlod immediately praceding the exerciss of the Optian. )
(BT The perlod of time within which an Option may ba exerclsed shali not be extended or enlarged by reason of Lessae's inabllity to exerclse an
Option because of the provislons of Paragraph 39.4(a) . o .

" (21 All rights of Lesses under the provislons of an Optlon shall terminate and be of-no further force or sffsct, notwithstanding' Lessess due and
limely exdreise of tha Option, I, after such exerclse and during the term of this Leass, () Lessee falls 10 pay to Lessor a monatary obligation of Lessse
for a period of thirly (30} days after such obligation becomes due (without any necessity of Lessor to give notice thereof 10 Lessaa), or () Lessor glves
to Lessas thres (3) or mere noticas of Default under Paragraph 13.1 during any twelve (12) month period, whethar or net the Defaulls are cured, or {iif} If
Lesssa commilts & Braach of thls Leass. : .

40, Multiple Bulldings. If the Premises are part of a graup of bulldings sontrolled by Lessor, Lesses agreas that it will abide by, keep and obsarve all
reasonable rules and regulations which Lessor may make from time lo time for the management, safely, care, and clsanliness of tha grounds, the parking
and unloading of vehiclas and the preservation of good order, as well as for the convenience of other occupants of tenants of such other bulldings and
their invitees, and that Lessae will pay Its falr share of comman expenses Incurred in connection therewith.

41. Sscurity Measures. Lessea hereby acknowledges that the rental payable lo Lessor hereunder doss not include the co§l of guard service or other
security maasures, and that Lessor shall have no obligation whatsoever to provide same. Lesses assumes all responsibility for the protection of the
Premisas, Lessge, lis agents and Invitees and thelr property lrom the acts of third partles,

42. Ressrvations. Lessor resarves to self the right, from time to ime, to grant, withou! the consant or |olnder of Lesses. such easements, rights and
dadications that Lessor deems necessary, and lo cause the recordation of parcel maps and restictions, so fong as such easements, rights, dedicallons,
maps and restricilons do not unreasonably interfere with the ust of the Premises by Lessee, Lassee agraes lo sign any documents reasonably requested
by Lessar to effsctuate any such easement fights, dedication, map er restriclions.

43. Performance Undsér Protest. If at any time a dispute shall arlse as to any amount or sum of monsy 1o bie pald by ons Party {o tha other under the
pravisions hereof, the Party against whom the obligation to pay the money Is-asserled shall have the right to maka payment “under protest” and such
payment shall not be ragarded as a voluntary payment-and there shall survive the right on the part of sald Party to Instituta suit for racovery of such sum.
If it shall ba adjudgsed that thers was no lagal obligation on the part of sald Paity to pay such sum or any part thereol, sald Party shall be enlitied to
recaver such sum or so much thersof as It was not Isgally requifed to pay under the provislons of this Leasa.

A4, Authority. If elihisr Pariy hereto Is a corporation. trus, or general or limltad partnership, each individual exscutlng this Lease on behalf of such entity
represants and warrants that ha or she I$ duly autharized to execute and daliver this Lease on lts behalf, If Lesses Is a corporalion, trust or partnarship,
Lassza shall, within thirty (30) days after request by Lessor, deliver lo Lessor evidence salisfactory to Lessor of such authority.

45. Conflict. Any confiict between the printed provisions of this Lease and the typewitisn or handwriltsn provislons shall be contrallad by the typswritten
or handwrittsn provisions. . .

45. Offer. Preparation of this Leasa by Lessor or Lessor's agent and submission of same la Lessea shall not be deemed an offer {o Isase to Lesses. Thls
Laasa Is not Infended to ba binding until executed by all Parties herelo,

47. Amendments, This Lease thay ba modlffed only in wiiting, signed by {he partles Ininterest at the lime of the modification. The partles shall amend this

Leass {rom timé to tims ta reflect any adjustments that are made fo the Base Rant or other rent payabla under thls Lease. As long &s they do not -

rmaterally change Lessee’s obligations heretnder, Lessee agraes to make such reasonable non-monstary modifications to this Lease as may be reasonably

required by anvinstitutional, Insurance company, or pension plan Lendar In connection wilh the oblaining of normal financing o refinancing of the
proparty of which the Premises ara a part, ’

48. Multlpla Partles. Except as otherwiss exprassly provided hereln, if mora than one person or enlity is named hereln as either Lessor or Lessse, the
obligations of such Multiple Parlies shall be the [oint and several responsibility of all persons or enlilias naméd hersin as such Lessor or Lessea.

LESSDR AND LESSEE HAVE CAREEULLY READ AND REVIEWED THIS LEASE AND EACH TERM AND PROVISION CONTAINED HEREIN, AND BY THE
EXECUTION OF THIS LEASE SHOW THEIR INFORMED AND VOLUNTARY CONSENT THERETO. THE PARTIES HEREBY AGREE THAT, AT THE TIME

THIS LEASE 1S EXECUTED, THE TERMS OF THIS LEASE ARE COMMERCIALLY REASONABLE AMD EFFECTUATE THE INTENT AND PURPOSE OF
LESSOR AND LESSEE WITH RESPECT TO THE PREMISES. .

IF THIS LEASE HAS BEEN FILLED IN, IT HAS BEEN PREPARED FOR SUBMISSION TO YOUR ATTORNEY FOR HIS APPROVAL. FURTHER,
EXPEATS SHOULD BE CONSULTED TO EVALUATE THE CONDITION OF THE PROPERTY ASTO THE POSSIBLE PRESENCE OF ASBESTOS,
. STORAGE TANKS OR HAZARDOUS SUBSTANCES, NO REPRESENTATION OR REGOMMENDATION IS MADE BY THE AMERICAN INDUSTRIAL
REAL ESTATE ASSOCIATION OR BY THE REAL ESTATE BROKER(S) OR THEIR AGENTS OR EMPLOYEES AS TO THELEGAL SUFFIGIENCY,
LEGAL EFFECT, OR TAX CONSEQUENCES OF THIS LEASE OR THE TRANSACTION TO WHICH IT RELATES; THE PARTIES SHALL RELY
SOLELY UPON THE ADVICE OF THEIR OWN COUNSEL AS TO THE LEGAL AND TAX CONSEQUENCES OF THIS LEASE. IF THE SUBJECT

PROPERTY IS LOCATED IN A STATE OTHER THAN CALIFORNIA, AN ATTORNEY FROM THE STATE WHERE THE PROPERTY IS LOCATED
SHOULD BE CONSULTED. . . .

The partles hereto have executed this Leasa at the placs on the dates specliled abova to their respectiva signatures,

-

Exaculgd at e Exacuted at Beviey A I Q A
on 3 ~30 26 on SIJB!Q\z
by LESSOR: . ' by LESSEE: '

Wsst_Cods u: Su? L O ,
“Hin F 7Y Ty ol £57 v Fepury Surery Qo

By _ oy b‘%mm@mw

dame Printad: ’ : Name Printed: Wy o AME W

fitle: R Tie: e P RESIDERT _ll o

Iy By

{ame Printed; .. Nama Printed: b

le: _ Titte: : : /
\ddress: . ) - i Address: 200V T ostiht (U#‘(j Ly F)\ q4g(o
8L No. () o FaxNo.{——— ) Tol. No. (10°1) T18~-4300 paxno, (19T ) THE-H6\ b
iROS5S [ . . PAGE 10

Kl

{OTICE: Thess forms are often modified to mest changing requirements of law and Industry needs. Always write or call to make sure you

' ara ulilizing the mast currant form: American Industrial Real Estate Association, 345 Seuth Figusroa Streel, Suite M-1. Los
Angsles; CA 80071, (213) 687-8777. Fax. No. (213) 687-8616.

.. . . Th
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: tion to Renew: . . .

ADDENDL_/TO SINGLE ~ NANT ENDUSTRIAL L._.SE (GROSS)

DATER .3 OF MARCH §, 1996
LESSOR: Stella Amold and Albert Musso
I;ESSEB: West Coast Beauty Supply Company _
T the svent of sny conflict between the printed portion of the Lease and (ids Addendum, this Addendom shall
doptrol.
49, ase Rent Sche
Bease Rent shall beas fallows: B
" 5198 trougn 4-30-97 Base Rentwibe  $3,250,00 Month1-12
- 5-1-97through 5-31-97 Free Rent 00 Monih13 74
6-1-97 llirouigh 4-30-98 Base Ren! wlilbe $3,250.00 Month14+24 47
5-1-98 through 5-31-98 Free Rgnt .00 Motithab :
6-1-96 through 4-30-99 Base Rentwllbe -~ $3,380.00 Monlh26-36
5-1-99 through 5-31-99 Free Rert .00 Month3?

6-1-99 through 4-30-2000 Basa Rent wiibe  $3,510.00 Monlh38-48

5-1-2000 through 4-30-2001 Base Réntwliibe  $3,840.00 Month49-80

Rerit for months 61-120 shall comhence at 90% of the then, fair market value, but in no event
less than the 60th month’s rent ($3,640.00. Thereafter, rent shall escalate annually ata fixed
rate of 4% of the base rent of $3,250.00.

. dg\j:noNS > OUREHS,
Security Deposgit - Fequesr M
‘Security deposit to be $9,750.00. Inthe event Lessee Is not vader default of Jease, Lessee may:elect
to (with sixty days written notice to Landlord) .applyl said security deposlt toward renta) payments o

‘year four (4) and five (5) of sald [eass term. by .5 . . -

Lessee to have ons five (5) year option to renew Lesse. This option shall be vali 6.Jéng s Lesses .
Iz not {n default nnder the provisions of this Lease. Rent for the option period to be as follows:

Rett for the second five (5) year perlod (mopths 61-120) shell commence at 90% of the then Fair
Market Value. Fajr Market Value shall be mutvally agreed vpon between the parties ninety (90) days
before the expiration of tfie flst five (5) yoar term, If the partics arc unable to agres upon the 90%
of the then falr market value, then sixty (60) days befors the expication of the first five (5) year lease
term, each party shall appoint a rea] estato appraiset ‘who Ig & current nember of the American
Instltute of Real Estate Appraisers with at [east five (5) years of pxpetience appraising bullding space
comparable to the Premises In the clty and county-wheré the Premises is located. If elther party fails
to appoint an appralser, then the one selected appralser shalf seleot another appralser. Iftho two (2)
apprealsers are upable to agres on the fair market value within ten (10) days, they shall select a thixd
appraiser meeting the qualificatlong stated herein, The third apprajser, however selected, shall be a
porson who has not previously acted in a capaclty for eitber party, ‘Within ten (10) days after
selection of the third appraiser, a majority of appraisers shall set the feir market value. 1f a majority
of the appraigers is uriable to sétthe fair market value within the ten (10) day period, the two (2)
closest appraisals shall be added together and the total divided by two (2). The resulting qudtient shall
be the falr market value, Bach party shall be responsible for the costs, charges and fees of the

_ appraiser appointed by that party plus one helf of the cost of the third appraiser. -

- and Lessee shall have tienty (20) days thereafier in which to execufe n wiitten agreement with

Right 6f Firs Refusal:

" Ifatany time during the term hereof Lessor shall iecelve from any fhird party a bona fide offer

to purchase or lsase (to cemmience afler expiration.of this Lease) the property at a price and og
terms acceptable to Lessor, Lessor shall glve written notjve of such price and terms to Lesses,

Lassor for Lease or Purchase of the premises at such price and on such terms. If Lessor shall
notlfy Lessee and Lesses shall fail fo exeoute sueh agreemet within such twenty (20) day period, }
Lessor shall thiereafier ba fres to leasy (to commence after expiration of this lease) the property to (d. >
sueh third patty, then all rights under this seotlon shall fortfiwith terminate. If the property isnpt  purchased or
leased to such third party, then Lessor shall give lessee the same right to lease the property upon

rocelving any subsequent offer from any third party that is acceptable to Lessor.

Improvementst
Lessor shall deliver the premises to Legsea in "as-is” condltion. Lessor shall not be respousible for
any upgraded to the subject premises as a result of Lessee's twpiavements or change of use,

' Signage; ‘

" "Except for the squth wall facing the McDonald's parking ares, Lesses tnay install or anthorize

slgnagq on the premises as long as it is consisteat with spplicable law. -

03/13/8§ 12:00  TX/RX NO.2556 P.002 - B
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LANDLORD

OJL“%KjiULyauﬁﬁgfagﬁﬁs

Albert . Mussdf as Trusteés
Under the Declaration of Trust
Dated March 12, 1996.

By: TECEAS ED

. - Bernice G. Musso, as Trustees
Under the Declaration of Trust
Date:

374Z2%?%74QW¢7/E/MW

Walter A. Amold, in Trust,

As Trustee of the Stella Amold
1987 Exempt Trust FBO Walter
A. Amold dated April 4, 2001

By CM@mAM%M%ﬁ'%é\ZMQV

Spargo Yin Trist,
As Trustee of the Stella Amold
1987 Exempt Trust FBO Joan
Spargo dated April 4, 2001
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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, 2008, for the space
commonly known as 450 Sixth Street, San Francisco, California, thh West Coast Beauty
Supply Co. heremaﬂer"Lessee and - .

WHEREAS Walt Amnold and Joan Spargo are the successors in interest to Stefla Arnold (Walt
Amold, Joan Spargo and Alpbert Musso being referred to herein as “Lessors”).

Lessors and Leéssee acknowledge that as instructed in Article 49 of the Addendum to Single-
Tenant Industrial Lease, Lessor and Lessee have met and agreed that 90% of the fair market
value for rental months: 61~ 120 is $1.00 per square foot, Theréafter, annual increases shall be
fixed at 4% of the base rent of $4500.00. Therefore, commencing May 1, 200, the effective
rental schedule shall he as follows:

May 1, 2001 — April 30, 2002 $4,500.00
May 1, 2002 — April 30, 2003 $4,680.00
May 1, 2003 — April 30, 2004  $4,860.00
May 1, 2004 — April- 30, 2005 $5,040.00
May 1, 2005 — April 30, 2006 $5,220.00

All other terms and conditions of the aforementioned Lease will remain in full force and effect.

The parties hereto have e;(écuted this Addendum on the dates specified below by their
respective signatures. ’

LESSOR: LESSEE:
) . West Coa
4
By: __ (bt YPtrew By:
Albert Musso pmas Amen

Date: July 9, 2001

Its: President and CEO

/
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LEASE ANDENDUM #3

THIS LEASE ADDENDUM #3 is entered into as of_JYWlnlh, 24 ,

2006 by and between Albert J. Musso and Bernice G. Musso, as Trustees Under the Dcclaratlon

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,
ic.,a Delaware corporation, (“Tepant”™).

RECITALS

WHEREAS Landlord and Tenant entered into that cex’tam lease agreement dated March 6, 1996,
herein referred to as (“Leade™), relating to the premises of approximately 4,500 square feet
Jocated at 450 Sixth Street, San Francisco, California; and .

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

WHEREAS the Landlord and T;nant desire to extend the term of the Lease and amend the terms |
and conditions of the Lease as hereinafter set forth.

TERMS

. NOW, THEREFORE, for goDd and valuable consideration the sufficiency and receipt of which
- are hereby acknowledged, Landlord and Tenant hereby agree as follows:

1. TERM. The Term of the Lease (“Lease Term”) is: hcreby extended fo; the period beginning
) May 1, 2006 and endmg on Apnl 30 2011 o .

2. RENT. Mnmnum Base Rent for the Lease Term is 4§ folloWs Annual Minimum Basé Rent
shall be $89,100.00, to be paid in equal monthly installments 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 texms 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 Tepant will mutually agree on the rental rate; prov1ded bowever, that if the
parties cannot agree, then average of the rate reasonably determined by the parties. will be-
established as the negotiated rate. Tepant shall provide Landlord with a written notice of its
exercise of such option at Jeast one hundred eighty (180) days béfore the expiration of the initial
term or any extcnded 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 liability insurance insuring against all claims; demands, actions, or liability
for injury to or death of any persons, and for damage to properly occurring in or on the Premises. This
policy must contain coverage for Premises operations, products, and completed operations, blanket

-~contractual, personal mjury, operations, ownership, maintenance and use of owned, non-owned, or hired
automobiles, bodxly mJury, and property damage. - The policy must be written in an occurrence form and
shall have limits in amounts not less than $1,000,000 per ocourrence and $4,000,000 in the aggregate. This
insurance must include a contractual coverage endorsement specifically insuring the performance by
Tenant of its indemnity agreement contained herein. Tenant shall name Landlord as an additional insured
on its comprehensive general liability insurance poligy.
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(B) All-risk fire insurance, inclu without limitation, vandalism and malicious mischief cov- =e,
covering Tenant's furniture, fixtures au_ quipment owned by Tenant to the extent of their full repla at
value. Provided, however, Tenant may, in lien of carrying plate glass insurance, self insure or bear the risk
for such plate glass.

© 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 dut
above can not be cancelled, amended or modified without at least thirty (30) days written notice fo the
certificate holder. The insurance shiall be effective for not less than 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.

(B) " All insorance policies required fo be maintained Herounder shall be jssued by an insurance
company licensed to do business within the state in which the Premises are located.

@ Tenant shall indemnify, defend, and save harmless Landlord from any claim or loss by reason of
any accident or damage to any: person or property happening in the Premises excagt for those claims and
losses due to thc sole negligence of Landlord. Likewise, Landlord agrees to indemnify, defend. and save
Tenant harmless Arom 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 area) of the Shopping Center and other parts of the Shopping Center except for those claims and
‘losses due to Tenant's sole negligence.
1 . .
5. Except as modified herein, all terms and conditions of the Lease remain in full force and
effect.

LANDLORD . " TENANT ‘
: - BEAUTY SYSTEMS GROUP, INC.
By: &lbest’d avtein a Delaware corporation

‘

Albert J. Musso, as Trustees
Under the Declaration of Trust
‘Dated March 12, 1996.

By: Qm./vmé}, @}Jﬁkﬂ;{}

Bernice G. Musso, as Trustees " ‘Mithael Renzulli =

Uxnder the Declaration of Trust / Its: Chairman

Dated March 12, 1996, . ’ Date: gnth 24, 3000
By:‘/ﬂ@ﬁ? % M Ttvete e -

Walter A, Amold, in Trust,

As Trustee of the Stella Amold

1987 Exempt Trust FBO Walter
A. Arnold dated April 4, 2001

By: Lt
‘am Spargo,fin Trist,
As Trustee of the Stella Amold
1987 Exempt Trust FBO Joan
Spargo dated April 4, 2001
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auty systcms
group

April 13,2010

VIAUPS

Mr. Walter Arnold
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 the Declaration of Trust dated March 12, 1996 and Walter A. Arriold and
Joan Spargo, in Trust, as Trustee of the Stella Amnold 1987 Exempt Trust dated May 28,
1987, Landlord, and Beauty Systems Group LLC, Tenant, for the premises located at 450
Sixth Street, San Francisco, California.

Dear Mr. Amold:

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 commence 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 i monthly installments of $7,425.00 commencing on May 1,
2011 and ending on April 30, 2013. The Minimum Anmual Base Rent for the extended
term shall be $96,000.00 payable in monthly installments of $8,000.00 commencing on
May 1, 2013 and ending on April 30, 2016.

Please aclmowledge the deliverance of this option exercise letter by signing below and
return ome (1) original to Sher Chrstensen for our records. Thank you for your
cooperation in this matter.

Regards, ‘

BEAUTY SYSTEMS GROUP LLC Acknowledgedthis . dayof
. 0f 2010.

WALTER A. ARNOLD

NORLDWIDE By:

JUPPORT CENYER :

1001 Ghrodo B, . ’ Tis:

Jenfon, TX76210-6802

hone: 40.898.7500

Beauty Systems Group LLC . FOR THE BUSINESS OF BEAUTY

R AR

tﬁ “ e !'\.u
g’ Eg}\'% et };d sy e Hf‘h
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- FOURTH AMENDMENT TO LEASE

THIS FOURTH AMENDMENT TO LEASE is entered m’co as of 3/2& / J/

2015 by and between Albert J. Musso and Bernice G. Musso, as Tmsgees f)’nder the Declaration
of Trust dated March. 12, 1996 and Walter A. Amold and Joan Spargo, in Trust, as Trustee of the
Stella Arnold 1987 Exempt Trust dated May 28,1987, (“Landlord”), and Beanty Systems. Group,
Inc., a Delaware Corporation (¢ ‘Tenant”)

RECI’I'ALS

WHEREAS Landlord and’ 'I“enant or their predecessors in interest, entered into that certain lease

agreement dated March 6, 1996, herein 1eferred to as (“Lease™), rclatmg to the prémises of
4,500 square feet located at 450 Sixth Street, San Francisco, California; and

4WI-IEREAAS the Lease Term will expire on April 30, 2016; and

WHEREAS. the Landlord and Tenant desire to extend the term of the Lease; and amend the
terms and conditions of the Lease as hereinafter set forth.

TERMS

NOW, THEREFORE, for good and valuable consideration: the sufficiency and receipt of which
are hereby acknowledged, Lardlord and Tenant hereby agree as folows:

1. TERM. The Term of the Lease is hereby extended for the period beginhing May 1, ﬁ016 and

-ending on April 30, 2026.

2. RENT. Base Rent for the Bxtended Lease Term is as follows: Annﬁal Base Rent shall bé:

05/01/2016 - 0‘?/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 he paid in equal monthly installments of $10,000.00.

" 3. GRANT OF ADDITIONAL OPTION. Tepant shall be entitled to one (1) option to extend the
Term, for an additienal term of sixty (60). months. All terms and conditions of the Lease shall
apply.to and during addifional Option Term, except for the Minimum Monthly Rent shall
inctease to Eleven Thousand Two Hundred Dollars ($11,200.00) month. Tenant shall provide
landlord with written notice of its exercise of such option at léast one hundred elghty (180) days
before the expiration of the initial term or any extended term.

4, .Except as médiﬁed herein, all «térms and conditions of the Lease remain in full force and
effect.

-Signatures on next page
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" LANDLORD

By:

as Trustees
Under the Declaration of Trust
Dated March 12, 1996

Date:

By:

- as Trustees
Under the Declaration of Trust
Dated March 12, 1996

Date:

SAeh o

Walter A. Ammold, in Trust,

- As Trustee of the Stella Arnold
1987 Exempt Trust FBO Walter A.
Arnold dated April 4, 2001
Date: El/ i é’/} 3]

By: %22 M E%(}Q}Aggﬂ .
JoadSpargo, in THast, s

As Trustee of the Stella Amold
1987 Bxempt Trust FBO Joan
Spargo dafed April4, 2001 - -
Date: i/ /5714

By:
Arlene Riplay
Date: Z—{F -20(5

By, /Aﬂ,/g__ﬂf

Kenneth Musso ;
Date: 23 S/
By: b j&a&—v—

David Musso 0
Date: A — 23— {‘5—

By: - //ZZ%L""j

TENANT .
BEAUTY SYSTEMS GRQUF, INC. ,
aDelaware Corporation . i

Name: ol L, %
Title:(Lr LY. D Y
Date: ﬂ[l’nl{ 2015
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OFFICE OF THE MAYOR EDWIN M. LEe
SAN FRANCISCO
TO: Angela Calvillo, Clerk of the Board of Supervisors
FROM: Mayor Edwin M. Lee  patJ
RE: Real .Property Purchase — 450 Sixth Street — Multiple Party Ownership -
$2,403,333
DATE: 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. CARLTON B. GOODLETT PLACE, Room 200
SAN FRANCISCO, Cﬁz NIA 94102-4681
TELEPHONE: ( 554-6141



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 (Plegse 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 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 mterest David
Musso, as to an undivided 1/12 interest; and Arlene Ripley, as to an undivided 1/12 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 of 20 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) N/A

(2) N/A

(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 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
4) N/A
(5) N/A

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

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

Describe the nature of the contract that was approved:
Purchase of 450 6™ Street, San Francisco

Comments:

This contract was approved by (check applicable):
O the City elective officer(s) identified on this form (Mayor, Edwin Lee)
O a board on which the City electwe officer(s) serves _San Francisco Board of Supervisors

Print Name of Board .
O the board of a state agency (Health Authority, Housing Authority Commission, Industrial 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.)

Narme 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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