AGREEMENT OF PURCHASE AND SALE
' AND
JOINT ESCROW INSTRUCTIONS

THIS AGREEMENT OF PURCHASE AND SALE AND JOINT ESCROW
INSTRUCTIONS (the “Agreement”) is made and entered into as of , 2006,
by and among Richards Boulevard Partners, a State of California general partnership and
The Second Richards Boulevard Partnership, a State of California general partnership,
collectively referred to herein as the “Seller”, and THE CITY OF SACRAMENTO (the
“Buyer”).

RECITALS:

A. Seller is the owner of a 150,795 gross square foot three-story office
building built in 2002 (the “Building™) and situated on a 11.64 acre site, 5.443 acres of
which is unimproved in the city of Sacramento, county of Sacramento, state of California,
commonly known as the Discovery Centre and more particularly described in Exhibit
“A» attached hereto and incorporated by reference (the * Property”). The Building
includes 146,132 square feet of net rentable area.

B. Seller desires to sell the Property to the Buyer on the terms and
conditions set forth in this Agreement and make a gift of the remaining fair market value
of the Property as set forth herein.

C. The Buyer desires to purchase the Property from Seller and accept Seller’s
gift of the remaining value of the Property from the Seller pursuant to the terms and
conditions set forth in this Agreement.

D.  The parties have entered into an Option to Purchase Agreement dated
, 2006, attached hereto as Exhibit “B” the terms of which are incorporated by
reference.

E. The parties have entered info a Commercial Lease Agreement dated

, 2006, attached hereto as Exhibit “C” the terms of which are incorporated by
reference.

NOW THEREFORE, the parties agree as follow:
SECTION 1. BARGAIN PURCHASE AND SALE.

The Seller agrees to sell to the Buyer, and the Buyer agrees to purchase from the
Seller, the Property on the terms and conditions set forth in this Agreement.
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SECTION 2. PURCHASE PRICE.

The purchase price for the Property shall be TWENTY NINE MILLION EIGHT
HUNDRED FIFTY THOUSAND DOLLARS ($29,850,000.00)(the “Purchase Price”).

SECTION 3. PAYMENT OF PURCHASE PRICE.
The purchase price shall be payable as follows:

3.1  Earnest Money Deposit. The Buyer will pay into escrow as provided in
Section 4.1, the sum of ONE HUNDRED THOUSAND DOLLARS ($100,000.00) as an
earnest money deposit, within ten (10) business days of the execution of this Agreement.
At closing, the sum of ONE HUNDRED THOUSAND DOLLARS ($100,000.00) shall
be credited toward payment of the Purchase Price.

3.2  Cash Balance. Tt is the Seller's expectation that the balance of the
Purchase Price will be paid on the Closing Datg via wire transfer of funds, a certified
check, or a cashier’s check, in the amount of TWENTY NINE MILLION SEVEN
HUNDRED FIFTY THOUSAND DOLLARS ($29,750,000.00), less a credit for any
unused portion of the SIX MILLION FIVE HUNDRED THOUSAND DOLLAR
($6,500,000) tenant improvement allowance provided by Seller, together with the amount
due the Seller, if any, after the prorations are computed in accordance with Section 10.

SECTION 4. ESCROW,

4.1  Opening of Escrow. Within ten (10) business days of the execution of
this Agreement, Buyer shall deliver a nonrefundable deposit in the amount of ONE
HUNDRED THOUSAND DOLLARS ($100,000.00) with Fidelity National Title (the
“Bscrow Holder”). The Buyer and the Seller shall deliver a fully executed copy of this
Agreement to the Bscrow Holder. The Buyer and the Seller hereby authorize their
respective attorneys to execute and deliver into escrow any additional or supplemental
instructions as may be necessary or convenient to implement the terms of this Agreement
and to close this transaction. If the additional or supplemental instructions conflict with
the express terms of this Agreement, the terms of this Agreement control.

42  Closing Date. This transaction shall close on or before December 31,
2006 (the “Closing Date”). However Seller reserves the right to extend the Closing Date
to January 6, 2007, provided prior written notice is delivered to Buyer on or before
December 10, 2006.

SECTION 5. CONDITIONS TO CLOSING.

51 Conditions Precedent to Buyer’s Obligations. The close of escrow and
the Buyer’s obligations with respect to the transaction contemplated by this Agreement
are subject to the satisfaction, not later than the Closing Date (unless otherwise provided),
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of the following conditions, and the obligations of the parties with respect to such
conditions are as follows:

(2) Title. At closing Seller shall convey fee simple title o the
Property by grant deed, subject only to non-delinquent real property taxes and ifems
revealed in the preliminary tile report to be provided to Buyer and to which Buyer does
not timely object in writing.

(b)  Investigation and Review. As a condition to closing, the
documents described in this Section 5.1(b) (the “Investigation Documents”) must be
delivered to Marty Hanneman with the Buyer (or an individual designated in writing by
him to receive documents on his behalf), and approved as provided below, and the results
of the Buyer’s site studies pursuant to Section 5.1(b)(1) below must be acceptable to the
Buyer in its sole discretion.

Within twenty (20) days afier executing this Agreement, unless otherwise
specified, the Seller shall deliver or cause to be delivered to the Buyer the Investigation
Documents. 'The Buyer shall have the right to review and approve each and every
Investigation Document to its sole safisfaction within ten (10) days after the Buyer
receives it. The Buyer’s failure to respond timely shall constitute the Buyer’s approval of
the Investigation Document provided. If the Buyer disapproves any Investigation
Document, the Buyer shall timely notify the Seller in writing, and the Seller shall have
ten (10) days in which to cure. If a cure acceptable to the Buyer is not timely achieved,
the Buyer may waive the requirement in writing, or elect to terminate this Agreement for
failure to satisfy a condition precedent to the Buyer’s obligation to close.

(1)  Records and Plans, Copies of all architectural drawings,
construction plans and specifications, “as-built” records of the improvements,
environmental studies, inspection reports, and all topographical surveys and soil tests for
or relating to the Property in the Seller’s possession.

(2)  Leases. A copy of each tenant’s lease or rental agreement,
together with all amendments to it.

(3)  Permits. Copies of all permits, orders, letters, and other
documents available to the Seller relating to the zoming and permitted uses of the

Property.

(4)  Tax Notices. Copies of all tax and assessment notices and
bills for the Property for the most recent two property tax years, including a copy of the
$526,000 assessment issued by Buyer to construct a new arca wide sewer system, the
allocation of which will be addressed in Section 10.

(5)  Service Contracts. Copies of all service or maintenance
contracts with respect to the Property.
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(¢©)  Representations, Warranties, and Covenants of Seller. The
Seller shall have duly performed each and every agreement to be performed by the Seller
hereunder and the Seller’s representations, warranties, and covenants set forth in this
Agreement shall be true and correct as of the Closing Date.

(@  No Material Changes. At the Closing Date, there shall have been
no material adverse changes related to or connected with the Property which bave not
otherwise been disclosed to Buyer in writing.

(e) Seller’s Deliveries. The Seller shall have timely delivered each
and every item to be delivered by the Seller pursuant to this Agreement.

(H) Title Tosurance. As of the close of escrow, the Escrow Holder
shall have issued or shall have committed to issue the title policy to the Buyer, at Seller’s
cost, for each parcel comprising the Property.

The conditions set forth in this Section 5.1 are solely for the benefit of the Buyer
and may be waived only by the Buyer. The Buyer shall at all times have the right to

" waive any condition. Such waiver or waivers shall be in writing to the Seller. The

waiver by the Buyer of any condition shall not relieve the Seller of any lability or
obligation with respect to any representation, warranty, covenant, or agreement of the
Seller. Neither the Seller nor the Buyer shall act or fail to act for the purpose of
permitting or causing any condition to fail (except to the extent the Buyer, in its own
discretion, exercises its right to disapprove any such items or matters).

55  Form 8283; Qualified Appraisal. Buyer acknowledges that Seller
intends to claim the sale outlined in this Agreement as a bargain-sale for charitable
purposes. Buyer further acknowledges that it is a qualified charitable organization under
Section 170(c)(1) of the Internal Revenue Code of 1986 as amended and will
acknowledge that it received the Property from Seller as required in the Internal Revenue
Setvice Form 8283, as outlined herein. At least twenty (20) days prior to the Closing
Date, Seller will deliver to Buyer a copy of 2 draft Form 8283, Noncash Charitable
Contributions, that it anticipates it will file with its 2006 federal income tax return.
Buyer acknowledges that in the event it sells, exchanges or otherwise disposes of the
Property (or any portion thereof) within two (2) years of the Closing Date, Buyer shall
file an Internal Revenue Service Form 8222 Donee Information Return with the Internal
Revenue Service and provide a copy thereof to Seller.

At some point either at closing or when the Seller prepares its income tax
return for the year in which the transfer is concluded, Seller will deliver to Buyer an
acknowledgment on an Internal Revenue Service Form 8283 for Buyer’s signature.
Buyer hereby agrees that it will execute said Form 8283 and return it to Seller within five
(5) business days of receipt. Buyer’s acknowledgement and signature on the Form 8283
do not represent Buyer’s agreement with Seller’s claimed fair market value for the
Property and Buyer claims no responsibility in that regard.
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53  Conditions Precedent to Seller’s Obligations. The close of escrow and
the Seller’s obligations with respect to the transactions conteruplated by this Agreement
are subject to the Buyer’s delivery to the Escrow Holder on or before the Closing Date,
for disbursement as provided herein:

(8)  The balance of the of the Purchase Price;
(b)  Assignments (if any); and
(c) Prorations as set forth in Section 6.2.

54  Tailure of Conditions to Closing. If any of the conditions set forth in
Section 5.1, Section 5.2 or Section 5.3 are not timely satisfied or waived, for a reason
other than the default of the Buyer or the Seller under this Agreement:

(a)  This Agreement, the escrow, and the rights and obligations of the
Buyer and the Seller shall terminate, except as otherwise provided herein; and

: (b)  The Escrow Holder is hereby instructed to promptly disburse to the
Buyer, all funds held in escrow.

5.5  Cancellation Fees and Expenses. [f this escrow terminates because of
the non-satisfaction of any condition for a reason other than the default of the Seller or
the Buyer under this Agreement, the Seller and the Buyer will equally bear any
cancellation charges required to be paid to the Escrow Holder. If this escrow terminates
because of the Seller’s default, the Seller will bear any cancellation charges required to
be paid to the Escrow Holder. If this escrow terminates because of the Buyer’s default,
the Buyer will bear any cancellation charges required to be paid to the Escrow Holder.

SECTION 6. DELIVERIES TO ESCROW HOLDER.

6.1 By Seller. On or before the Closing Date, the Seller shall deliver the
following in escrow to the Escrow Holder:

() Deed. A “Grant Deed” substantially in the form attached as
Exhibit “6.1(a)” and incorporated by reference, duly executed and acknowledged in
recordable form by the Seller, conveying the Property to the Buyer subject only to non-
delinquent property taxes, items revealed in the Investigation Documents and not
objected to by Buyer, and other matters that may be approved in writing by the Buyer.

()  Assignment of Leases. An “Assignment of Leases” substantially
in the form attached as Exhibit “6.1(b)” and incorporated by reference, duly executed and
acknowledged by the Seller in recordable form, assigning to the Buyer all of the Seller’s
right, title, and interest in and to all the tenant leases and tenant deposits. As indicated
herein, the tenant deposits will be credited to the Buyer at closing.
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(9] General Assignment. A “General Assignment” substantially in
the form attached as Exhibit “6.1(c)” and incorporated by reference, duly executed by the
Seller, assigning to the Buyer all of the Seller’s right, tifle, and interest in and to all
service contracts accepted by the Buyer and all other intangible property constituting part
of the property being sold.

(d) Non-foreign Certification. The Seller represents and warrants
that it is not a “foreign person” as defined in Section 1445 of the Internal Revenue Code
(“FIRPTA Certificate”). The Seller will give an affidavit to the Buyer to this effect in the
form required by that statute and the Treasury Regulations promulgated thereunder.

()  Tenmant Notification Letter. A letter fo tenants, duly executed by
the Seller and dated as of the Closing Date, satisfactory in form and substance to the
Buyer, notifying each tenant that:

(1)  The Property has been sold to the Buyer;

(2)  All of the Seller’s right, title, and interest in and to the
tenant leases and tenant deposits have been assigned to the Buyer; and

3) Commencing immediately, all rent and other payments and
any notices under tenant leases are to be paid and sent to the Buyer.

43 Tenant Improvement Allowance. The remaining unused tenant
improvement allowance for the Building will be provided as an off-set against the
Purchase Price. Said tenant improvement allowance will be set aside and reserved solely
for construction of tenant improvements on the Building.

()  Proof of Authority. Such proof of the Seller’s authority and
authorization to enter into this Agreement and constmmate the transaction contemplated
by it, and such proof of the power and authority of the persoms execufing and/or
delivering any instruments, documents, or certificates on behalf of the Seller to act for
and bind the Seller, as may be reasonably required by the Escrow Holder and/or the
Buyer.

(h) ~ Lien Affidavits. Any Hen affidavits or mechanic’s lien
indemnifications as may be reasonably requested by the Escrow Holder in order to issue
the title policy.

D Form 8283. The draft Form 8283 as set forth in Section 5.2.

6.2 By Buyer. On or before the Closing Date, the Buyer shall deliver the
following in escrow to the Escrow Holder:
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(a) * Purchase Price. The purchase price in accordance with Section
3, sbove.

(b) Prorations.  The amount due the Seller, if any, after the
prorations are computed in accordance with Section 10 below.

SECTION 7. DELIVERIES TO BUYER AT CLOSING.

The Seller shall deliver possession of the Property to the Buyer at close of escrow.
On or before the Closing Date, the Seller shall deliver to the Buyer possession of the
following: )

7.1  Tenant Leases. Originals of all the tenant leases or, to the extent an
original tenant lease is unavailable, a duplicate original of it with a certificate executed by
Seller warranting the authenticity of the duplicate original.

7.2 Service Contracts, Originals of all service contracts or, to the extent an
original service contract is unavailable, a duplicate original of it with a cerfificate
executed by the Seller warranting the authenticity of the duplicate original.

7.3  Keys. Keys to all entrance doors to the improvements on the Property
and keys to all personal property located on the Property, which keys shall be properly
tagged for identification.

7.4  Records and Plans. To the extent not already delivered to the Buyer
pursuant to Section 5.1(b)(1), copies of all architectural drawings, construction plans and
specifications, “as-built” records of the improvements, environmental studies, inspection
reports, and all topographical surveys and soil tests for or relating to the Property in the
Seller’s possession.

SECTION 8. TITLE INSURANCE AND TRANSFER TAXES.

At closing, the Seller shall provide, at its expense, a standard owner’s title
insurance policy in the amount of the purchase price specified above, insuring title vested
in the Buyer or its nominees, subject ouly to non-delinquent real property taxes and any
other matters revealed by the Preliminary Commmitment and not objected to by the Buyer
pursuant to Section 5.1(a) above. Buyer agrees to pay or waive all applicable State of
California and/or City of Sacramento transfer taxes generated by the transaction(s)
outlined in this Agreement.

SECTION 9. ADJUSTMENTS.

The Seller shall pay for the standard coverage title insurance policy, one-half of
the recording charges, one-half of all escrow fees and costs, and Seller’s share of
prorations pursuant to Section 10 below. The Buyer shall pay one-half of the recording
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charges, one-half of alt escrow fees and costs, and the Buyer’s share of prorations
pursuant to Section 10 below. The Buyer and the Seller shall each pay its own legal and
professional fees of other consultants incurred by the Buyer and the Seller, respectively.
All other costs and expenses shall be allocated between the Buyer and Seller in
accordance with the customary practice in Sacramento County, California. At closing,
the Buyer shall contribute any funds necessary to pay its share of adjustments.

SECTION 10. PRORATIONS.

10.1 General. Rental revenues, and other income, if any, from the Property
and presently existing taxes, assessments, including but not limited to the sewer
assessment disclosed in Section 5.1(b)(4) herein which the parties agree is the cbligation
of Buyer, improvement bonds, and other expenses, if any, affecting the Property, shall be
prorated as of 12:00 o’clock p.m. on the Closing Date. For the purpose of calculating
prorations, the Buyer shall be deemed to be in title to the Property and, therefore, entitled
to the income and responsibility for the expenses for the entire day following the Closing
Date.

102 Delinquent Rentals. Rentals are delinquent when payment of rent is due
on or before the Closing Date but has not been made. Delinquent rentals shall be
prorated between the Buyer and the Seller as specified above but not until the rents are
actually collected. The Seller shall have the right to collect any delinguent rental, but
shall not have the obligation to do so. All collection proceedings and procedures by the
Seller shall require the prior approval of the Buyer, which shall not be unreasonably
withheld. Delinquent rentals collected by the Seller or the Buyer, net of cost of collection
(including attorney fees), shall be applied first to delinquent sums owed to the Seller
before the Closing Date then to sums owned to the Buyer, as of the date of collection.
The Buyer and the Seller agree that any payments due tfo either party as a result of
collected delinquent rentals shall be payable when received.

10.3 Tenant Deposits. The amount of 21l tenant deposits shall be credited fo
the account of the Buyer.

164 Method of Proration. All prorations shall be made in accordance with
customnary practice in Sacramento County, California, except as expressly provided
herein. The Buyer and the Seller agree to cause their accounfants to prepare a schedule
of tentative prorations before the Closing Date. Such prorations, if and to the extent
known and agreed on as of the Closing Date, shall be paid by the Buyer to the Seller (if
the prorations result in a net credit fo the Seller) or by the Seller to the Buyer (if the
prorations tesult in a net credit to the Buyer) by increasing or reducing the cash to be paid
by the Buyer at closing. Any such prorations not determined or not agreed on as of the
Closing Date shall be paid by the Buyer to the Seller, or by the Seller to the Buyer, as the
case may be, in cash as soon as practicable following the Closing Date. A copy of the
schedule of prorations as agreed upon by the Buyer and the Seller shall be delivered to
the Bscrow Holder at least three business days before the Closing Date.
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SECTION 11. DISBURSEMENTS AND OTHER ACTIONS BY ESCROW
HOLDER.

At closing, the Escrow Holder shall do the following:

11,1 Funds. Disburse all funds deposited with the Escrow Holder by the
Buyer in payment of the Purchase Price as follows:

(@ Offset the remaining unused tenant improvement fund against the
Purchase Price.

(b)  Deduct all items chargeable to the account of the Seller pursuant o
Section 9 above.

(c)  Disburse the balance of the Purchase Price to the Seller promptly
on closing.

(d)  Disburse the remaining balance of the funds, if any, to the Buyer
promptly on closing.

112 Recording. Cause the Grant Deed, tenant lease assignments (in that
order), and any other documents that the parties may mufally direct to be recorded in the
official records and obtain conformed copies for distribution to the Buyer and the Seller.

11.3 Title Policy. Issue the title policy to the Buyer.

11.4 Disbursements of Documents to Buyer. Disburse fo the Buyer the
General Assignment, the FIRPTA Certificate, the tenant notification letters and change of
address notices duly executed by the Seller, and any other documents (or copies thereof)
deposited into escrow by the Seller pursuant hereto.

SECTION 12. SELLER’S REPRESENTATIONS AND WARRANTIES.

In addition to any express agreements of the Seller contained herein, the Seller
makes the following representations and warranties to the Buyer:

12.1 Representations Regarding Seller’s Authority.

(a)  The Seller has the legal power, right, and anfhority to enfer into
this Agreement and the instruments referred fo herein and to consummate the transactions
contemplated berein.

()  All requisite action (corporate, limited liability company, frust,
partpership, or otherwise) has been taken by the Seller in connection with entering into
this Apreement, the instruments referred to herein, and the consummation of the
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transactions contemplated herein. No further comsent of any partner, shareholder,
member, manager, creditor, investor, judicial or administrative body, governmental
authority, or other party is required.

(6)  The persons executing this Agreement and the instruments referred
to herein on behalf of the Seller and the members, managers, partners, officers, or trustees
of the Seller, if any, have the legal power, right, and actual authority to bind the Seller to
the terms and conditions of this Agreement.

(d)  This Agreement and all documents required to be executed by the
Seller are and shall be valid, legally binding obligations of and enforceable against the
Seller in accordance with their terms.

(¢) Neither the execution and delivery of this Agreement and
instruments referred to herein, nor the incurring of the obligations set forth herein, nor the
consummation of the transactions hereby contemplated, nor compliance with the terms of
this Agreement and the instruments referred to herein conflict with or result in the
material breach of any terms, conditions, or provisions of, or constitute & default under
any bond, note, or other evidence of indebtedness, or any confract, indenture, mortgage,
deed of trust, loan, partnership agreement, lease, or other agreements or instruments fo
which the Seller is a party or affecting the Property.

122 Warranties and Representations Pertaining to Real Estate and Legal
Matters.

(a)  The information contained in the recitals is true and correct.

(b)  Except as disclosed to the Buyer in writing, there is no litigation,
claim, or arbitration, pending or threatened, with regard to the Property or its operation.

() No attachments, execution proceedings, assignments for the
benefit of creditors, insolvency, bankruptcy, reorganization, or other proceedings are
pending or, to the best of the Seller’s knowledge, threatened against the Seller, nor are
any such proceedings contemplated by the Seller.

(d)  Except as disclosed to the Buyer in writing, to the best of the
Seller’s knowledge, the construction, occupancy, and operation of the Property materially
conform to and comply with all applicable city, county, state, and federal law, statutes,
ordinances, and regulations.

(e) Except as disclosed to the Buyer in writing, to the best of the
Seller’s knowledge, there are no material structural defects in the buildings, nor are there
any major repairs required to operate the buildings in a lawful, safe, and efficient manner.
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(f)  Theelectrical, plumbing, heating, and air conditioning systems and
any other utility systems will be in substantially the same condition at closing as when
the Buyer conducted its inspection.

(g)  The Seller has not entered into any other contracts for the sale of
the Property, nor do any rights of first refusal or options exist to purchase the Property.

(h) The Seller has not received any notices from amy insurance
company of any defects or inadequacies in the Property.

@ Any Hcenses and permits obtained by the Seller have been folly
paid for and are not subject to any Hens, encumbrances, or claims of any kind.

) To the best of the Seller's knowledge, the Property is materially in
compliance with applicable state and federal environmental standards and requirements
affecting it.

(x)  Except as disclosed in writing to Buyer, the Seller has not received
any notices of violation or advisory action by regulatory agencies regarding
environmental control matters or permit compliance with respect to the Property.

) The Seller has not transferred hazardous waste from the Property
to another location that is not in compliance with applicable envirommental laws,
regulations, or permit requirements. To the best of the Seller’s knowledge, no other
person has transferred hazardous waste from the Property to another location that is not in
compliance with applicable environmental laws, regulations, or permit requirements.

(m) There are no proceedings, governmental administrative actions, or
judicial proceedings pending or, to the best of the Seller’s knowledge, contemplated
under any federal, state, or local laws regulating the discharge of hazardous or toxic
materials or substances into the environment.

(@)  To the best of the Seller’s knowledge, the Seller has not, during its
ownership of the Property, stored, produced, or disposed of any hazardous substance,
including asbestos, on the Property.

12.3 Representations Pertaining to Tenant Leases and Service Contracts.
To the best of the Seller’s knowledge:

(8)  The leases, and all other information and documentation provided,
or to be provided by the Seller to the Buyer in connection with this transaction are
complete, true, and accurate, and are presented in a manner that is not misleading.
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(b)  All leases are in full force and effect with rents paid currently
(except as otherwise indicated).

(¢)  With regard to the tenant leases, the Seller knows of no default by
it or by any of the tenants, and there have been no verbal changes and no concessions
granted with respect to the leases or tenants under the leases, except as indicated in the
rent roll.

(@  The only service or maintenance contracts have been provided or
disclosed in writing fo the Buyer. Except where the Seller has indicated to the contrary,
all the service contracts may be terminated without penalty or other payment, except for
the current sum then owing by the Buyer o thirty (30) days’ or less notice.

(6) There is no curmrent default or breach under the terms and
provisions of any of the service contracts. The service contracts have not been and will
1ot be amended or modified except as indicated herein.

® As of the Closing Date, the Seller’s interest in tenant leases and
rentals due or to become due thereunder will not be subject to any assignment
epcumbrance, or Hens.

() No leasing or brokerage fees or commissions of any nature
whatsoever shall become due or owing to any person, firm, corporation, or entity after
closing with respect to the tenant leases.

(h)  The operating statements provided to the Buyer, are true and
acourate in all material respects.

@) The Seller has no employees whom the Buyer will be required o
employ after closing.

12.4 Representations, Warranties, and Covenants Regarding Operation of
the Property Through the Close of Escrow.

(8  The Seller further represents and warrants that, until this
transaction is closed or escrow is terminated, whicheveér comes earlier, it shall:

(1)  Operate and maintain the Property in a manner consistent
with the Seller’s past practices;

(@)  Keep all existing insurance policies affecting the Property
in full force and effect;

(3)  Make all required payments of interest and principal on any
existing financing;
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(4)  Comply with all government regulations;

(5) Keep the Buyer timely advised of apy repair or
improvement required to keep the Property in substantially the same condition as when
inspected by the Buyer and that costs more than $10,000.00.

(b)  The Seller hereby agrees that the Seller will not hereafter modify,
extend, or otherwise change any of the terms, covenants, or conditions of the tenant
leases, or enter into new leases or any other obligations or agreements affecting the
Property without the prior written consent of the Buyer, which consent shall not be
unreasonably withheld. Without the prior written consent of the Buyer, the Seller shall
not terminate any of the tenant leases, unless the tenant thereunder has materially
defaulted in the payment of rent. Except as disclosed in writing to Buyer, the Seller shall
not accept from any of the tenants payment of rent more than one month in advance of
apply any security deposit to rent due from any tenant. Nothing contained herein shall
restrict the right of the Seller to enter into month-to-month leases or grant month-to-
month extensions of existing tenant leases in the ordinary course of business at rates
consistent with those reflected in the rent roll, nor shall anything herein restrict the right
of the Seller to enter into service contracts or extend existing service contracts in the
ordinary course of business as long as such service confracts can be terminated, without
penalty or payment by the Buyer, upon thirty (30) days’ or less notice.

(¢)  The Seller will give the Buyer at least ten (10) business days’
notice before commencing any action with respect to the Property and will refrain from
bringing any such action except on such terms as are mutually acceptable to the Seller
and the Buyer. The Buyer shall not unreasonably withhold the Buyer’s consent to any
action that the Seller wishes to institute before closing, and the Buyer’s failure to
disapprove any such action within five (5) business days after the Seller’s request shall be
deemed to constitute the Buyer’s consent,

(d)  The Seller will not enter into any new leases until the Buyer has
given its written approval of leases submitted to it by the Seller, which approval will not
be unreasonably withheld or delayed.

(6 Any lease submitted by the Seller to the Buyer will be
accompanied by a statement setting forth in reasonable detail all out-of-pocket costs to be
incurred in connection with each such lease during the interim period. This will include
fhe cost of tenant improvements, leasing fees, any tenant concessions, any moving cost
allowances, and any assumptions of existing rental or lease agreements. Such costs shall
be approved in writing by the Buyer, together with the applicable lease, and such
approval shall not be unreasonably withheld or delayed. Each of such costs shall be
specifically set forth or, if it is not practical to designate a fixed amount, the manner of
determining the amount of the cost shall be set forth.
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4] All such pre-approved costs that are incurred and paid out by the
Seller before the Closing Date shall be reimbursed by the Buyer fo the Seller by payment
through the escrow at closing. All such costs that the Seller has incurred and that are
payable following the Closing Date shall be assumed and paid by the Buyer as and when
payable.

(g) If the sale does not close because of failure of any of the
conditions, it is understood that the Buyer will have no responsibility for payment or
reimbursement of any such costs approved by the Buyer.

()  The Seller will not make any alterations to the Property or remove
any of the personal property from it mnless the personal property so removed is
sirultaneously replaced with personal property of similar quality and utility.

12.5 General Representation. The Seller’s representations and warranties
contained herein are true and accurate, and are not misleading. The Seller’s
representations and warranties contained herein shall be continuing from the Closing
Date and shall be true and correct as of the Closing Date with the same force and effect as
if remade by the Seller in a separate certificate at that time.

SECTION 13. CONDITION OF PROPERTY.

Other than as provided in the Seller’s representations and watranties contained in
this Agreement and those contained in any instrument delivered to the Buyer at closing,
the Buyer acknowledges that it is purchasing the Property ASIS.

SECTION 14. BUYER’S REPRESENTATIONS AND WARRANTIES.

In addition to amy express agreements of the Buyer contained herein, the
following constitute representations and warranties of the Buyer to the Seller:

14.1 Representations Regarding Buyer’s Authority.

(a) The Buyer has the legal power, right, and authority to enter into
this Agreement and the instruments referred to herein and to consummate the fransactions
contemplated herein.

()  All requisite administrative and governmental action has been
taken by the Buyer in connection with entering into this Agreement, the instruments
referred to herein, and the consummation of the transactions contemplated herein. No
further consent of any administrative or governmental body is required.

(c)  The persens execufing this Agreement and the instruments referred
to herein on behalf of the Buyer have the legal power, right, and actual authority to bind
the Buyer to the terms and conditions of this Agreement.
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(@  This Agreement and all documents required to be executed by the
Buyer are and shall be valid, legally binding obligations of and enforceable against the
Buyer in accordance with their terms.

{(¢)  Neither the execution and delivery of this Agreement and
instruments referred to herein, nor the incurring of the obligations set forth herein, nor the
consummation of the transactions hereby contemplated, nor compliance with the terms of
this Agreement and the instruments referred to herein conflict with or result in the
material breach of any terms, conditions, or provisions of, or constitute a default under
any bond, note, or other evidence of indebtedness, or any contract, indenture, mortgage,
deed of trust, loan, partnership agreement, lease, or other agreements or instruments to
which the Buyer is a party or affecting the Property.

142 General Representation. The Buyer’s representations and warranties
contained herein are frue and accurate, and are not misleading. The Buyer’s
representations and warranties contained herein shall be continuing from the Closing
Date and shall be true and correct as of the Closing Date with the same force and effect as
if made by the Buyer in a separate certificate at that fime. The Buyer’s representations
and warranties contained herein shall survive the close of escrow and shall not merge into
the deed and the recordation of the deed in the official records.

SECTION 15. DAMAGE OR DESTRUCTION; CONDEMNATION.

Until the close of escrow, the risk of loss shall be retained by the Seller. The
Seller shall keep the Property fully insured until close of escrow. In the event all or any
material portion (25% or more) of the Property is damaged, destroyed, or condemned or
threatened with condemnation before the close of escrow, the Buyer may terminate this
Agreement. In such event, escrow will be terminated, the earnest money deposit and
accrued interest thereon will be promptly returned to the Buyer, and this Agreement shall
have no further force or effect whatsoever. If a nonmaterial portion of the Property is
destroyed or condemned, this Agreement shall remain in full force and effect, including,
without limitation, the Buyer’s obligation to close this transaction as provided for herein
and to pay the full purchase price to the Seller. In such event, the Buyer shall be assigned
all insurance proceeds or condemnation proceeds payable to or for the account of the
Seller.

SECTION 16. NOTICES.

All notices or other communications required or permitted under this Agreement
must be in writing and must be sent by registered or certified mail, postage prepaid,
return receipt requested, which notice and commumications will be deemed received three
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days aﬁe;' deposit in the United State mail, postage prepaid. Notice of change of address
shall be given by written notice in the manner detailed in this paragraph.

If to Buyer: City of Sacramento
Facilities and Real Property Management
5730 24" Street, Bldg. 4
Sacramento CA 95822
Atin: Facilities Manager

With a copy to: Office of the City Attorney
915 I Street 4 Floor
Sacramento CA 95814

If to Seller:

With a copy to: Frederick B. Sainick, Esq.
Sainick & Whitney
190 Newport Cir Dr 2FL
Newport Beach CA 92660

If to Bscrow Holder:

SECTION 18. REQUIRED ACTIONS OF BUYER AND SELLER.

The Buyer and the Seller agree to execute all such instruments and documents and
to take all actions pursnant to the provisions of this Agreement in order fo consummate
the transaction contemplated herein and shall use their best efforts to accomplish the
close of escrow in accordance with the provisions herein.

SECTION 19. ENTRY.

The Buyer, its agents, and designees shell have reasonable access to the Property
for the sole purpose of confirming that it is in substantially the same condition at closing
as it was when inspected. The Buyer’s right to access does not negate the warranties and
covenants contained herein. The Buyer shell indemnify and hold the Seller harmless
from any loss, damage, or claim arising out of the Buyer’s access to the Property.
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SECTION 20. LEGAL AND EQUITABLE ENFORCEMENT OF THIS
AGREEMENT.

20.1 Default by the Seller. If the close of escrow and the consummation of
ihe transaction herein contemplated fail to occur by reason of any default by the Seller,
the Buyer shall be entitled to the return of the earnest money deposit of $100,000.00 and
shall have the right to pursue any other remedy available to it at law or equity, including
the specific performance of this Agreement.

20.2 Consequences of Buyer Defanlt. IF BUYER DEFAULTS IN THE
PERFORMANCE OF THIS AGREEMENT, THE PARTIES AGREE THAT
SELLER SHALL BE RELEASED FROM ANY OBLIGATION TO SELL THE
PROPERTY TO BUYER AND SHALL RETAIN, AS LIQUIDATED DAMAGES,
$100,000.00 FROM THE EARNEST MONEY DEPOSIT PAID BY BUYER ON
EXECUTION OF THIS AGREEMENT. THE PARTIES FURTHER AGREE
THAT THE AMOUNT OF LIQUIDATED DAMAGES ESTABLISHED BY THIS
PROVISION IS A REASONABLE ESTIMATE, UNDER THE
CIRCUMSTANCES EXISTING ON THE DATE OF EXECUTION OF THIS
AGREEMENT, OF WHAT SELLER'S DAMAGES WOULD BE IN THE EVENT
OF A DEFAULT BY BUYER AND THAT SUCH LIQUIDATED DAMAGES
SHALL CONSTITUTE SELLER’S SOLE AND EXCLUSIVE REMEDY IN THE
EVENT OF A DEFAULT BY BUYER. THE PARTIES AGREE THAT THE
EXACT CALCULATION OF SELLER’S DAMAGES CAUSED BY BUYER’S
DEFAULT WOULD BE IMPRACTICABLE OR EXTREMELY DIFFICULT TO
ASCERTAIN.

Imitialed by Buyer: Initialed by Seller:

SECTION 21. ASSIGNMENT.

The Buyer shall have no right to assign its rights and obligations under this
Agreement unless preapproved by Seller in writing.

SECTION 22. INDEMNIFICATION.

22,1 By Seller.  Seller agrees and covenants to indemmify, defend (with
counsel acceptable to Buyer), and hold Buyer, and Buyer's officers, employees and
agents, harmless from and against any and all liabilities, penalties, losses, damages, costs,
expenses (including reasonable attorneys' fees, whether for outside counsel or the City
Attorney), causes of action, claims, or judgments arising by reason of any death, bodily
injury, personal injury, property or economic damage, violation of any law or regulation,
or damage to the environment, including ambient air, soil, soil vapor, groundwater, or
surface water, and resulting from or in any way connected with:

(8)  Any acts or omissions related to the performance of this
Agreement by Seller, its officers, employees, agents, engineers, confractors or
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subcontractors, or any other person or entity employed by or acting on its behalf.
(b)  Amny breach of this Agreement by Seller, its officers or employees.

(© The use, storage, ireatment, transportation, release, or disposal of
hazardous waste, on or about any portion of the Property by any person or entity (except
for the Buyer and persons or entities acting on Buyer’s behalf or under Buyer’s control),
and which has occurred or will occur at any time before the close of escrow as provided
herein.

22.2 By Buyer. Buyer agrees and covenants to indemnify, defend (with
counsel acceptable to Sellers), and hold Seller, and Seller’s officers, erployees and
agents, harmless from and against any and all liabilities, penalties, losses, damages, costs,
expenses (including reasonable attorneys’ fees), causes of action, claims, or judgments
arising by reason of any death, bodily injury, personal injury, property or economic
damage, violation of any law or regulation, or damage to the environment, inciuding
ambient air, soil, soil vapor, groundwater, or surface water, and resulting from or in any
way connected with:

(a)  Any acts or omissions related to the performance of this
Agresment by Buyer, its officers, employees, agents, engineers, contractors or
subcontractors, or any other person or entity employed by or acting on its behalf.

()  Anybreach of this Agreement by Buyer, its officers or employees.

(c) The use, storage, treatment, transportation, release, or disposal of
hazardous waste, on or about any portion of the Property by any person or entity (except
for Seller and persons or entities acting on Seller’s behalf or under Seller’s control), and
which occurs at any time before the close of escrow as provided herein.

22.3 Waiver. The parties further agree and understand as follows: a party
does not, and shall not be deemed to, waive any rights against the other party which it
may have by reason of the aforesaid indemnity and hold harmless agreements because of
any insurance coverage available; the scope of the aforesaid indemnity and hold harmless
agreements is to be construed broadly and liberally to provide the maximum coverage in
accordance with their terms; no specific term or word contained in this Section 22 shall
be construed as a limitation on the scope of the indemnification and defense rights and
obligations of the parties unless specifically so provided.

22.4 Survival. The provisions of this Section 22 shall survive the recording of
any deeds hereunder.
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SECTION 23. MISCELLANEOUS.

23.1 Partial Invalidity. If eny term or provision of this Agreement or the
application to any person or circumstance shall, to any extent, be invalid or
menforceable, the remainder of this Agreement, or the application of such term or
provision to persons or circumstances other than those to which it is beld invalid or
nnenforceable, shall not be affected thereby, and each such term and provision of this
Agreement shall be valid and be enforced to the fullest extent permitted by law.

232 Waivers. No waiver of any breach of any covenant or provision
contained herein shall be deemed a waiver of any preceding or succeeding breach thereof,
or of any other covenant or provision herein comtained. No extension of time for
performance of any obligation or act shall be deemed an extension of the time for
performance of any other obligation or act.

23.3 Survival of Representations. The covepants, agreements,
representations, and warranties made herein shall survive the close of escrow and shall
not merge into the deed and the recordation of it in the official records.

23.4 Successors and Assigns. This Agreement shall be binding on and shall
jmure to the benefit of the permitted successors and assigns of the parties to it

23.5 Attorney Fees. If any action, arbitration, or other proceeding involving a
dispute between Buyer and Seller is instituted in connection with any controversy arising
out of this Agreement, the prevailing party shall be entitled to receive from the other
party reasonable attorney fees, whether for a City of Sacramento attorney or outside legal
counsel, expert witness fees, and costs to be determined by the court or arbitrator,
including attorney fees and costs on any appeal,

23.6 Entire Agreement. This Agreement (including any exhibits attached or
conternplated herein) is the final expression of, and contains the entire agreement
between, the parties with respect to the subject matter of the Agreement, and supersedes
all prior understandings with respect to the purchase and sale of the Property and
supersedes all prior proposals and counter-proposals related thereto and/or modifications
thereof. The parties acknowledge they may have entered into an option agreement and a
commercial lease related to the Property. This Agreement may not be modified, changed,
supplemented, or terminated, nor may any obligations under it be waived, except by
written instrument signed by the party to be charged or by its agent duly authorized in
writing or as otherwise expressly permitted herein. The parties do not intend to confer
any benefit on any third party firm, partnership, corporation, limited liability company or
other entity or person other than the parties hereto,

237 Time of Essence. The Seller and the Buyer herby acknowledge and
agree that time is strictly of the essence with respect to each and every term, condition,
obligation, and provision.
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23.8 Construction. Headings at the beginning of each section and subsection
are solely for the convenience of the parties and are not a part of this Agreement.
Whenever required by the context of this Agreement, the singular shall include the plural,
and the masculine shall include the feminine, and vice versa. This Agreement shall not
be construed as if it had been prepared by one of the parties, but rather as if both parties
had prepared it. Unless otherwise indicated, all references to sections and subsections are
to this Agreement. All exhibits referred to in this Agreement are attached and
incorporated by this reference.

239 Computation of Periods of Time. Unless otherwise specified, in
computing any period of time described in this Agreement, the day of the act or event
after which the designated period of time begins to run is not to be included and the Jast
day of the period so computed is to be included, unless the last day is a Saturday, Sunday,
or legal holiday, in which event the time period runs until the end of the next succeeding
business day. The last day of any period of time described in this Agreement is deemed to
end at five o’clock p.m. Pacific time,

23.10 Governing Law. The parties acknowledge that this Agreement has been
negotiated and entered into in the State of California. The parties expressly agree that
this Agreement shall be governed by, interpreted under, and construed and enforced in
accordance with the laws of the State of California.

23.11 Confidentiality; Non-disclosure. No disclosure of the terms of this
Agreement or any confidential information of either party may be made without the
written consent of the other party. Any press releases in connection with the closing shall
be reviewed and approved by both parties in writing prior to release.

23.12 - Arbitration of Disputes. Any dispute or claim in law or equity arising
between the Buyer and Seller out of this Agreement will be decided by neutral binding
arbitration in accordance with the Califormia Arbitration Act (C.C.P. § 1280 et seq.) and
not by court action except as provided by California law for judicial review of arbitration
proceedings. If the parties can not agree on an arbitrator, a party may petition to the
Superior Court for Contra Costa County for an order compelling arbifration and
appointing a judge from Contra Costa Superior Court as arbitrator. Service of the pefition
may be made by first class mail, postage prepaid, to the last known address of the party
served. Judgment upon an award rendered by the arbitrator may be entered in any court
having jurisdiction. The parties will have the right to discovery in accordance with the
Code of Civil Procedure § 1283.05.

The parties agree that the following procedure will govern the making of the
award by the arbitrator: (z) a Tentative Award will be made by the arbitrator within 30
days following submission of the matter to the arbitrator; (b) the Tentative Award will
explain the factual and legal basis for the arbitrator’s decision as to each of the principal
controverted issues; (c) the Tentative Award will be in writing unless the parties agree
otherwise; provided, however, that if the hearing is conducted within one (1) day, the
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Tentative Award may be made orally at the hearing in the presence of the parties. Within
fifteen (15) days after the Tentative Award has been served or announced, any party may
serve objections to the Tentative Award. Upon objections being timely served, the
arbitrator may call for additional evidence, oral or written argument, or both. If no
objections are timely filed, the Tentative Award will become final without further action
by the parties or arbitrator. Within thirty (30) days after the filing of objections, the
arbitrator will either make the Tentative Award final or modify or comrect the Tentative
Award, which will then become final as modified or corrected.

The provisions of C.C.P. § 128.5 authorizing the imposition of sanctions as a
result of bad faith actions or tactics will apply to the arbitration proceedings.

NOTICE: By initializing in the [“agree”] space below, you are agreeing to have
any dispute arising out of the matters included in this section decided by neutral
arbitration as provided by California law and you are giving up any rights you might
possess to have the matter litigated in court or jury tnal. By initializing the [“agree”]
space below you are giving up your judicial rights to discovery and appeal, unless those
rights are specifically included in this section. If you refuse to submit to arbifration after
agreeing to this provision, you may be compelled to arbitrate under the authority of the
California Code of Civil Procedure. Your agreement to this arbifration provision is
voluntary.

We have read and understand the foregoing and agree to submit disputes arising
out of the matters included in this section to neutral arbitration.

[ | Buyer agrees [ | Buyer does not agree

@]ﬁeﬂm agrees [ | Sefler does not agree

IN WITNESS WHEREOF, the parties have executed this Agreement as of the
date and year written above.

SELLER:

RICHARDS BOULEVARD PARTNERS, a California general partnership:

Sacramento Associates, a Grove Investment Cemnpany, a
California general partnership, California general partnership,
General Partner General Partner
By: By:
Bruce E. Nott, Trustee of the Bruce E. Nott, Trustee of the
Nott Family Trust u/d/t dated Nott Family Trust v/d/t dated
May 22, 1990, a General Partner May 22, 1990, a General Partner
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Tentative Award may be made orally at the hearing in the presence of the parties. Within
fifteen (15) days after the Tentative Award has been served or announced, any party may
serve objections to the Tentative Award. Upon objections being timely served, the
arbitrator may call for additional evidence, oral or written argument, or both. If no
objections are timely filed, the Tentative Award will become final without further action
by the parties or arbitrator. Within thirty (30) days after the filing of objections, the
arbitrator will either make the Tentative Award final or modify or correct the Tentative
Award, which will then become final as modified or corrected.

The provisions of C.C.P. § 128.5 authorizing the imposition of sanctions as a
result of bad faith actions or tactics will apply to the arbitration proceedings.

NOTICE: By initializing in the [“agree”] space below, you are agreeing to have
any dispute arising out of the matters included in this section decided by neutral
arbifration as provided by California law and you are giving up any rights you might
possess to have the matter litigated in court or jury trial. By initializing the [“agree”]
space below you are giving up your judicial rights to discovery and appeal, unless those
rights are specifically included in this section. If you refuse to submit to arbitration after
agreeing to this provision, you may be compelled to arbitrate under the authority of the
Califormia Code of Civil Procedure. Your agreement to this arbitration provision is
voluntary.

We have read and understand the foregoing and agree to submit disputes arising
out of the matters included in this section to neutral arbitration.

[ | Buyer agrees [ | Buyer does not agree

{ ] Seller agrees i | Seller does not agree

IN WITNESS WHEREOF, the parties have executed this Agreement as of the
date and year written above.

SELLER:

RICHARDS BOULEVARD PARTNERS, a California general partnership:

Sacramento Associates, a Grove Investment Company, a
California general partnership, California general partnership,
Genperal Partner General Partoer

Bruce E. Nott, Trustee of the Bruce B. Nott, Trustee of the
Nott Family Trust u/d/t dated Nott Family Trust u/d/t dated
May 22, 1990, a General Partner May 22, 1990, a General Partner
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By:  Fait B Investments, LLC, a
California limited liability company,
a General Partner

By:

Barrett C. Fait, Manager

By:

Meadows Mobile Homes,
California general
partnership, & General Partner

By:

James Lee, Trustee of
the Lee Family Trust
w/d/t dated 1/30/89, a
General Partner

Barrett C. Fait, a
General Partner

THE SECOND RICHARDS BOULEVARD PARTNERSHIP, a California general

parinership:

Sacramento Associates, a
California general partnership,
General Partmer

by e By
Bruce E. Nott, Trustee of the

Nott Farnily Trust w/d/t dated
May 22, 1990, a General Partner

By:  Fait B Investments, LLC, a
California limited Hability company,
a General Partner
{

By:

Barrett C. Fait, Manager

Grove Investment Company, a
California general parinership,
General Partner

2

Bruce B. Nott, Trustee of thé
Nott Family Trust w/d/t dated
May 22, 1990, a General Partner

By:

Meadows Mobile Homes,
California general
partnership, a General Partner

By:

James Lee, Trustee of
the Lee Family Trust
w/d/t dated 1/30/89, a
General Partner

Barrett C..Fait, a
General Partner
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By:  Fait B Investments, LIC,a By: Meadows Mobile Homes,
California limited liability company, California general
a General Partner partnershi eneral Partner

B{:

Barrett C. Fait, Manager ameSL e, Trustee of
the Lee Family Trust
wd/t dated 1/30/89, a

General Partner

S oot

Barrett C. Fait, a
General Partner

THE SECOND RICHARDS BOULEVARD PARTNERSHIP, a California general
parinership:

Sacramento Associates, a Grove Investment Company, &
California general parinership, California general partnership,
General Partner General Partner
By: By:
Bruce E. Nott, Trustee of the Bruce E. Nott, Trustee of the
Nott Family Trust u/d/t dated Nott Family Trust v/d/t dated
May 22, 1990, a General Partner May 22, 1990, a General Partner
By:  Fait B Investments, 1LIC, 2 By: Meadows Mobile Homes,
California limited liability company, California general
a Wm’ partnership, a Gengral Partner
S St oo/
~Barrett C. Fait, Manager C/Jaﬁes Lee, Trustee of
the Lee Family Trust
w/d/t dated 1/30/89, a

%1 Partner
By: <= Z’;Z,

Barrett C. Fait, a
General Partner
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. &

BUYER: 1

THE CITY OF SACRAMENTO
By: _
Its: — 7

/

Approved as-g
o
Y Py
By:-/"""*é

Its: 5~Q\f\ Ve \)( bT)\{‘l \{ @ i‘L/ y”:&)l(f/lfy

Attested by:

City Clerk
ACCEPTANCE OF ESCROW:

, the Escrow Holder, by its duly authorized
signature below, agrees to accept this escrow on the terms and conditions of, and to
comply with the instructions coptained in, the foregoing Agreement,

/sl

Print Name
Title:

EXHIBITS:
A Legal Description of Property
B Option to Purchase Agreement
C Commercial Lease
6.1(s) Grant Deed
6.1(b) Assignment of Leases
6.1(c) General Assignment
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Recording requested by:

and when recorded, please refuin this deed D R AFT

and tax statements to:

For recorder's use only

California Grant Deed

[ This transfer is exempt from the documentary transfer tax.
[1 The documentary transfer tax is § and is computed omn:
1 the full value of the interest in the property conveyed
[l the full value less the value of liens of encumbrances remaining at the time of sale

The property is located in an:
[ unincorporated area.
1 the City of Sacramento.

For a valuable consideration, receipt of which is hereby acknowledged, Richards Boulevard
Partners, a State of California general partnership and The Second Richards Boulevard
Partnership, a State of California general partnership, hereby grant to the City of Sacramento the
following real property in the City of Sacramento, County of Sacramento, State of California:

[INSERT PROPERTY DESCRIPTION]

Date:

Date:

State of California )

County of ) 58

On before me, (name and

title of the officer), personally appeared _ ,
personally known to me (or proved to me on the basis of satisfactory evidence) to be the person(s} whose
name(s) is/are subscribed to the within instrument and acknowledged to me that he/she/they executed the
same in his/her/their authorized 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

WITNESS my hand and official seal.

Signature

Notary Seal

EXHIBIT" A "



Title No, 06-5003225CS
Locate No. CAFNT0934-0934-0010-0005003225

LEGAL DESCRIPTION
EXHIBIT "A”

THE LAND REFERRED TO HEREIN BELOW IS SITUATED IN THE CITY OF SACRAMENT(), COUNTY OF
SACRAMENTO, STATE OF CALIFORNIA, AND IS DESCRIBED AS FOLLOWS:

Parcel One:

"parcel B as described In that certain Certificate of Compliance for Lot Line Adjustment recorded January 24,
2002, in Book 20020124, Page 1697, of Official Records, more particularly described as follows:

All of Parcel 2, together with all that portion of Parcel 1, as shown on that certain Parcel Map entitled
"Discovery Centre”, filed in Book 158 of Parcel Maps, Page 12, Official Recards of Sacramento County,

described as foliows:

BEGINNING at the Northeast corner of said Parcel 2; thence, from said point of beginning, along the Easterly
and Southerly lines of said Parcel 2, and along the Southerly and Westerly lines of said Parcel 1, the following
seven (7) courses: 1) South 00°08'38" West 715.73 feet; 2) South 89°51 22" East 301.71 feet; 3) Narth 53°51
7" East 24.74 feet; 4) South 00°08'38" 178.78 feet; 5) along the arc of a curve fo the left, concave Southerly,
having a radius of 1048.00 feet, subtended by a chord bearing North 88°36'25" West 62,72 feet; 6) South
89°40'42" West 1011.28 feet; and 7) North 00°08'59" East 142.05 feet; thence, leaving said Westerly line of
sald Parcel 1, North 89°40'42" East 325.29 feet to a paint In the Westerly line of said Parcel 2; thence, along
the Wes:cjeg;( and Northerly lines of said Parcel 2, the following two {2) courses: 1) North (0°08'38" East 242.03
feet; an

South 89°51'22" East 427.02 feet to the point of beginning.

EXCEPTING THEREFROM all mineral rights, Interests and royalties, including without limiting the generality
thereof, olf, gas and other hydrocarbon substances, as well as metallic or other solid minerals, In and under
said prcg:er‘cy, without, however, the right of entry upon, into or through the surface of said property, as
reserved in the Grant Deed executed by Sauthern Pacific Transportation Company, a Delaware Corporation,
which recorded Octaber 7, 1988, In Book 881007, Page 1364, of Official Records.

Assessor's Parcel Nos, 001-0210-045, 052 and 053, and 001-0040-036

Parcel Two:

A non-exclusive easement for ingress, egress, access to parking and circulation from and to Richards Boulevard
Qver the following described land:

All that certain real property situate in the City of Sacramento, County of Sacramento, State of Cafifornia,
described as follows:

All that portion of Parcels 1,2,3 and 4 as shown on that certain Parcel Map entitled Discovery Centre filed In
Book 158 of Parcel Maps, Page 12, Official Records of Sacramento County, described as follows:

BEGINNING at the Southwest corner of sald Parcel 1; thence from said point of beginning, along the Westerly
line of said Parcel 1 North 00%08'59" East 142.05 feet; thence leaving said Westerly line North B9°94(r42" East
300.78 feet; thence North 00908'39" East 47.61 feet; thence along the arc of a curve to the left, concave
Westerly, having a radius of 99.50 feet, subtended by a chord bearing North 0924'04" West 33.00 feet;
thence along the arc of a curve to the right, concave Easterly, having a radius of 100.50 feet, subtended by a
chord bearing North 0008'39" East 57.0% feet; thence along the arc of a curve to the left, concave Westerly,
having a radius of 99.50 feet, subtended by a chord bearing North (9%41'23" East 33.00 feet; thence North
00%08'39" East 62.15; thence North 13140'00" West 10.52 feet to a point in the Northerly line of sald Parcel 1;
thence along the Nartherly line of said Parcels 1 and 2 South 8995122 East 35.51 feet; thence leaving sald
Northerly fine of Parcel 2 South 11944'52" West 12,42 feet; thence South 00Y08'39" West 148.33 feet; thence
along the arc of a curve to the left, concave Northerly, having a radius of 30.00 feet, subtended by a chord
bearing South 44951'22" East 42.43 feet; thence South 89Y51'22"East 103.96 feet; thence along the arc of a
curve to the right, concave Southerly, having a radius of 20.00 feet, subtended by a chord bearing South
74Y51'22" East 10.35 feet; thence South 59951'21" East 9.28 feet; thence along the arc of a curve to the left,

2
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EXHIBIT “A" (continued) Title No. 06-5003225-C5
tocate No, CAFNT0934-0034-0010-0005003225

concave Northerly, having a radius of 20.00 feet, subtended by a chord bearing South 74951'22" East 10.35
feet; thence South 89751'22" East 44.68 feet; thence along the arc of a curve to the left, concave
Northwesterly, having a radius of 4.00 feet, subtended by a chord bearing North 45408"38" East 5.66 feet;
thence North 00408'39" East 13,50 feet; thence South 89Y51'22" East 179.00 feet; thence South 00Y08'38"
West 12,00 feet: thence along the arc of a curve to the left, concave Northeasterly, having a radius of 4.00
feet, subtended by a chord bearing South 44451'22" East 5.66 feet; thence North B9949'11" East 304.96 feet;
thence along the arc of a curve to the left, concave Northwesterly, having a radius of 20,00 feet, subtended by
a chord bearing North 44954'40" East 28.17 feet; thence North 00908'39" East 2.33 feet; thence along thearc
of a curve to the left, concave Westerly, having a radius of 100.00 feet, subtended by a chord bearing North
07%21'22" West 26,11 feet; thence North 1495 1'22" West 13.43 feet; thence along the arc of a curve to the
right, concave Easterly, having a radius of 100.00 feet, subtended by a chord bearing North 07921'22" West
26.11 feet; thence North 00Y08'38" East 110.21 feet to a point in the Northerly line of said Parcel 3; thence
along the Northerly line of sald Parcels 3 and 4 South 89%51'22" East 52,71 feet; thence leaving sald Northerly
line of Parcel 4 South 45Y09'26" West 10.88 feet; thence South 00112'55" West 204.06 feet; thence South
53952'18" West 18,94 feet; thence South 89940'42" West 4,01 feet to a point in the Easterly line of said Parcel
2; thence along the Easterly and Southerly lines of said Parcel 2 the following three (3) courses: (1) South
00908'38" West 156.88 feet; (2) along the arc of a curve 10 the left, concave Southerly, having a radius of
1048.00 feet; subtended by a chord bearing North BEY36'25" West 62,72 feet and (3) South 89140'42" West
1011.28 feet to the point of beginning,
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Title No. 06-5003226-C5
Locate No. CAFNT0934-0934-0010-0005003226

LEGAL DESCRIPTION
EXHIBIT “A”

THE LAND REFERRED TO HEREIN BELOW IS SITUATED IN THE IN THE CITY OF SACRAMENTO, COUNTY OF
SACRAMENTO, STATE OF CALIFORNIA AND 1S DESCRIBED AS FOLLOWS:

Parcels 3, 4, 5 and 6 of the Parcel Map Discaovery Centre, filed for recorded in the office of the County
Recorder of Sacramento County, California, on July 31, 2000, in Book 158 of Parcel Maps, at Page 12; and

pParcel A, described as:

All that portion of Parcel 1, as shown on that certain Parcel Map entitled "Discovery Centre"”, filed in Book 158
of Parcel Maps, Page 12, Official Records of Sacramento County, descrived as follows:

BEGINNING at the Nosthwest comer of said Parcel 1; thence, from said point of beginning, along the Northerly
and Easterly lines of sald Parcel 1, the following twa(2) courses: 1) South 89951 '22"East 325.25 feet, and 2)
South 00°08 '38"West 242.03 feet; thence, leaving said Easterly fing, South 89°40 '42"West 325,29 feet to &
point in the Westerly fine of sald Parcel 1; thence, along said Westerly line, North 00°08 '59"East 244.67 feetto

the point of beginning.

Parcel A is shown as "Parce! A" of that certain Certificate of Compliance for Lot Line Adjustment recorded

January 24, 2002, in
Book 20020124, Page 1697, of Official Records.

EXCEPTING THEREFROM all mineral rights, interests and rovalties, including without limiting the generality
thereof, oil, gas and other hydrocarbon substances, as well as metallic or other solid minerals, in and under
said property, without, however, the right of entry upon, into or through the surface of said property, as
reserved in the Grant Deed executed by Southern Pacific Transportation Company, a Delaware Corporation,
which recorded Octaber 7, 1988, in Book 881007, Page 1364, of Official Records.

APN: 001-0210-051, 001-0210-049, 001-0210-048, 001-0210-047, 001-0210-046, 001-0210-041
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OPTION TO PURCHASE AGREEMENT

THIS OPTION TO PURCHASE AGREEMENT (the “Agreement”) is made and entered
~, 2006, by and among Richards Boulevard Partners, a State of

into as of _MNav- 14
California general partnership and The Second Richards Boulevard Partnership, a State of
California general partnership, collectively referred to herein as the “Optionors”, and the City of

Qacramento (the “Optionee”).
RECITALS:

Optionors own a 150,795 gross square foot three-story office building built in
2002 (the “Building”) and situated on an 11.64 acre site, 5.443 acres of which are unimproved, in
the city of Sacramento, county of Sacramento, State of California, commonly known as the
Discovery Centre, located at 300 Richards Boulevard, Sacramento, California 95814 (the
“Property”). On site improvements to the Property include landscaping, lighting and at grade
paved parking for 542 automobiles.
Optionors and Optionee contemplate entering into a Bargain Sale agreement (the

whereunder Optionors will agree to transfer the Property which

TY ONE MILLION DOLLARS
tion that is part sale

A

B.

“Purchase Agreement”),
Optionors believe has a fair market value of FIF
($51,000,000)(or as determined by 2 final appraisal) to Optionee in a transac

and pat gift for the sum of TWENTY NINE MILLION EIGHT HUNDRED FIFTY
THOUSAND DOLLARS ($29,850,000.00).

Optionors and Optiones have entered into that certain Commercial Lease dated

2006 (the “Lease”), whereunder Optionee agrees to lease the “Premises” as
a ten (10) year term commencing August 1, 2007 through

C.

November ___,
defined in the Commercial Lease for

July 31, 2017,
onors desire to grant, and Optionee desires to acquire, an option to purchase

D. Opti
and subject to the conditions hereinafter set forth and as set forth

the Property, all on the termns,
in the Purchase Agreement attached as Exhibit “A” hereto.

LCl-9007

NOW THEREFORE, in consideration of the mutual agreements, promises, and

covenants herein set forth, the parties agree as follows:

/
L

SECTION 1. GRANT OF OPTION.

The Commercial Lease referenced in Recital C above forms the consideration for the
grant of the option contained herein. Optionors hereby grant to the Optionee the option to
purchase the Property at the time, for the consideration, and upon the terms and conditions
hereinafier set forth (the “Option”):

Option Term. The Optionee may exercise the Option on or before November

er, (i) that notice is timely delivered to Optionors as set forth in

1.1
under the Lease, and (iii) the Lease

30, 2006; provided, howev:
Section 1.2, (if) that Optionee is not in default as “Tenant”

Page 1 — OPTION TO PURCHASE AGREEMENT I
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has not been terminated in accordance with its terms by either Landlord or Tenant at the time the
Option is exercised.

12  Exercise of Opiion. The election of the Optionee to exercise the Option must be
evidenced by written notice delivered to Optionors on or before November 24, 2006, as provided
in Section 5.7.

1.3  Option Price. The purchase price to be paid by Optionee to Optionors for the
Property upon exercise of the Option shall be TWENTY NINE MILLION EIGHT HUNDRED
FIFTY THOUSAND DOLLARS ($29,850,000.00) payable to Optionors as outlined in Section 3
of the Purchase Agreement.

SECTION 2. TITLE INSURANCE.

As outlined in Section 8 of the Purchase Agreement, Optionors shall obtain, at its
expense, a standard owner’s title insurance policy in the amount of the option price reflected in
Section 1.3, above, and deliver it to Optionee at closing.

SECTION 3. DEED.

Conveyance shall be by Optionors’ good and sufficient grant deed conveying the
Property free and clear of all liens and encumbrances, subject only to non-delinquent real
property taxes and items revealed in the preliminary title report to be provided by Optionors to
which Optionee does not timely object, and further excepting matters contained in the usual
printed exceptions in the title insurance policy, and all liens or encumbrances suffered by or
placed upon the Property by Optionee subsequent to the date of this Agreement. '

SECTION 4. ACCEPTANCE BY OPTIONEE.

At closing of the option purchase, Optionee accepts the land, buildings, improvements
and all other aspects of the Property in their existing condition AS IS, including latent defects,
without any representations or warranties from Optionor or any agent or representative of
Optionors, expressed or implied, except to the extent expressly set forth in this Agreement.
Optionee agrees that Optionee has ascertained, from sources other than Optionors or any agent or
representative of Optionors, the condition of the Property and its suitability for Optionee’s
purposes, the applicable zoning, building, and other regulatory ordinances and laws, and the
Optionee accepts the Property with full awareness of these ordinances and laws as they may
affect the use or any intended future use of the Property, and Seller has made no representations
with respect to such condition or suitability of the Property or such laws or ordinances.

SECTION 5. MISCELLANEOUS PROVISIONS.

5.1  Entire Agreement. This Agresment constitutes the entire Agreement among the
parties hereto pertaining to the subject matter hereof, and supersedes all prior agreements and
understandings of the parties in connection therewith. No covenants, representations, or

Page 2 — OPTION TO PURCHASE AGREEMENT
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conditions not expressed in this Agreement shall affect, or be effective to interpret, change, or
restrict the expressed provisions of this Agreement.

5.2  Nonwaiver. Waiver by the parties of strict performance of any provision of this
Agreement shall not be a waiver of or prejudice the parties’ rights to require strict performance
of the same provision in the future or of any other provision.

5.3  Binding Effect. This Agreement shall be binding upon and inure to the
benefit of all of the parties and their estates, heirs, legatees, successors and permitted assigns.

54  Assignment. This Agreement shall not be assignable in whole or in part by
Optionee without the prior written consent of Optionors.

55  Attorney Fees. If any action, arbitration, or other proceeding involving a dispute
between Optionors and Optionee is instituted in commection with any controversy arising out of
this Agreement, the prevailing party shall be entitled to receive from the other party reasonable
attorney fees, whether for a City of Sacramento attorney or outside legal counsel, expert witness
fees, and costs to be determined by the court or arbitrator, including attorney fees and costs on

any appeal.

5.6  Applicable Law. This Agreement and the rights of the parties hereunder shall be
interpreted in accordance with the laws of the State of California.

57 Notice. All notices or other communications required or permitted under this
Agreement must be in writing and must be sent by registered or certified mail, postage prepaid,
return receipt requested, which notice and communications will be deemed received three days
after deposit in the United State mail, postage prepaid. Notice of change of address shall be
given by written notice in the manner detailed in this paragraph.

If to Optionors:

With a copy to: Frederick B, Sainick, Esq.
Sainick & Whitney
190 Newport Ctr Dr 2FL
Newport Beach CA 92660

If to Optionee: City of Sacramento

Facilities and Real Property Management
5730 24% Street, Bldg. 4

Sacramento CA 95822

Atin: Facilities Manager
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With a copy to: Office of the City Attorney
915 I Street 4% Floor
Sacramento CA. 95814

58  Amendments. This Agreement may not be altered or amended exceptby a
writing signed by each of the parties hereto.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement effective the
date and year first ahove written.

OPTIONORS:

RICHARDS BOULEVARD PARTNERS, a California general parinership

Sacramento Associates, a Grove Investment Company, a

California general partnership, California general partnership,

Genersl Partner General Partner

By By
Bruce E. Nott, Trustee of the Bruce E. Nott, Trustee of the
Nott Family Trust v/d/t dated Nott Family Trust v/d/t dated
May 22, 1990, a General Partner May 22, 1990, a General Partner

By: Fait B Investments, LLC, a By: Meadows Mobile Hothes,
California limited liability company, California general partnership, a
a Gieneral Partner General Partner
W Bvﬂ@

Barrett C. Fit, Manager | James ﬁ, Trusteeof the
e ily Trust w/d/t dated

1/30/89, a General Pariner

o Lk

Barrett C. FAit, a General
Partner
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THE SECOND RICHARDS BOULEVARD PARTNERSHIP, a California general

partnership

Sacramento Associates, a
California general parinership,
General Partner

By:
Bruce E. Nott, Trustee of the

Nott Family Trust w/d/t dated
May 22, 1990, a General Partner

By: Fait B Investments, LLC, a

Grove Investment Company, a
California general partnership,
General Partner

By

Bruce E. Nott, Trustee of the
Nott Farnily Trust uw/d/t dated
May 22, 1990, a General Partner

By: Meadows Mobile Homes,

California limited liability company, California general partnership, a
a General Partner (eneral Partner
BM <
Barrett C/Fait, Manager s Leg, Trustee of the
¢ Farnily Trust u/d/t dated
1/30/89, a General Partner
B&M
Rarrett C. Fait, a General
Partner
OPTIONEX:
THE CITY OF SACRAMENTO
By U %\—’—‘ _
Its: Wg_&@&ﬂﬁa—% = Marger.
Approved as to Form:
By:
Its:
Attested by:
City Clerk
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With a copy to: Office of the City Attomey
915 I Street 4™ Floor
Sacramento CA 95814

58 Amendments. This Agreement may not be altered or amended except by a
writing signed by each of the parties herefo.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement effective the
date and year fist above written.

OPTIONORS:

RICHARDS BOULEVARD PARTNERS, a California general parinership

Sacramento Associates, a Grove Investment Company, a
California general partnership, California general partnership,
General Partner General Partner
By By ~ v
Bruce E. Nott, Trustee of the Bruce E. Nott, Trustee of the
Nott Family Trust w/d/t dated Nott Family Trust v/d/t dated
May 22, 1990, a General Partner May 22, 1990, a General Partner
By: Fait B Investments, LLC, & By: Meadows Mobile Homes,
California limited liability company, California general partnership, a
a General Partner General Partner
By: By:
Barrett C. Fait, Manager James Lee, Trustee of the
Lee Family Trust u/d/t dated

1/30/89, a General Partner

By:

Barrett C. Fait, a General
Partner
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THE SECOND RICHARDS BOULEVARD PARTNERSHIP, 2 California general

partnership
Sacramento Associates, a Grove Investment Company, a
California general partnership, California general partnership,
General Partner General Partner
By . - By:
Bruce E. Nott, Trustee of the Bruce E. Nott, Trusteé of the
Nott Family Trust v/d/t dated Nott Family Trust v/d/t dated
May 22, 1990, a General Partner

May 22, 1990, a General Partner
Meadows Mobile Homes,

By:  Fait B Investments, LLC, a Bwy: .
California limited Hability company, California general partnership, &
a General Partner (General Partner
By: By:
Barrett C. Fait, Manapger James Lee, Trustee of the )
, Lee Family Trust w/d/t dated % =
1/30/89, a General Partner Fr??? =
=
| Z
By -
Barrett C. Fait, a General g
Partner :
OPTIONEE:
N
THE CITY OF SACRAMENTO )
[
N
By UK e .
: - an&y(m Y
~J
~J

Appm\% .
Ol

By
o Sewd Dty Gty 8,

Attested by:
MCity Clerk //_,. )T &
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Exhibit A

AGREEMENT OF PURCHASE AND SALE
' AND
JOINT ESCROW INSTRUCTIONS

THIS AGREEMENT OF PURCHASE AND SALE AND JOINT ESCROW
INSTRUCTIONS (the “Agreement”) is made and entered info as of , 2006,
by and among Richards Boulevard Partners, a State of California general partnership and
The Second Richards Boulevard Partnership, a State of California general partnership,
collectively referred to herein as the “Seller”, and THE CITY OF SACRAMENTO (the

“Buyer').
RECITALS:

A, Seller is the owner of a 150,795 gross square foot three-story office
building built in 2002 (the “Building”) and situated on a 11.64 acre site, 5.443 acres of
which is unimproved in the city of Sacramento, county of Sacramento, state of California,
commonly known as the Discovery Centre and more particularly described in Exhibit
“A” attached hereto and incorporated by reference (the Property’”). The Building
includes 146,132 square feet of net rentable area.

B. Seller desires to sell the Property to the Buyer on the terms and
conditions set forth in this Agreement and make a gift of the remaining fair market value
of the Property as set forth herein.

C. The Buyer desires to purchase the Property from Seller and accept Seller’s
pift of the remaining value of the Property from the Seller pursnant to the terms and
conditions set forth in this Agreement.

D. The parties have entered into an Option to Purchase Agreement dated
2006, attached hereto as Exhibit “B” the terms of which are incorporated by

[
reference.

E. The parties have entered into a Commercial Lease Agreement dated
2006, attached hereto as Exhibit “C” the terms of which are incorporated by

[
reference.

NOW THEREFORE, the parties agree as follow:
SECTION 1. BARGAIN PURCHASE AND SALE.

The Seller agrees to sell to the Buyer, and the Buyer agrees to purchase from the
Seller, the Property on the terms and conditions set forth in this Agreement.
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SECTION 2. PURCHASE PRICE.

The purchase price for the Property shall be TWENTY NINE MILLION EIGHT
HUNDRED FIFTY THOUSAND DOLLARS ($29,850,000.00)(the “Purchase Price”).

SECTION 3. PAYMENT OF PURCHASE PRICE.
The purchase price shall be payable as follows:

3.1  Earnest Money Deposit. The Buyer will pay into escrow as provided in
Section 4.1, the sum of ONE HUNDRED THOUSAND DOLLARS ($100,000.00) as an
earnest money deposit, within ten (10) business days of the execution of this Agreement.
At closing, the sum of ONE HUNDRED THOUSAND DOLLARS ($100,000.00) shall
be credited toward payment of the Purchase Price.

3.2 Cash Balance. It is the Seller’s expectation that the balance of the
purchase Price will be paid on the Closing Date via wire transfer of funds, a certified
check, or a cashier’s check, in the amount of TWENTY NINE MILLION SEVEN
HUNDRED FIETY THOUSAND DOLLARS ($29,750,000.00), less a credit for any
upused portion of the SIX MILLION FIVE HUNDRED THOUSAND DOLLAR
($6,500,000) tenant improvement allowance provided by Seller, together with the amount
due the Seller, if any, after the prorations are computed in accordance with Section 10.

SECTION 4. ESCROW.

4.1  Opening of Escrow. Within ten (10) business days of the execution of
this Agreement, Buyer shall deliver a nonrefundable deposit in the amount of ONE
HUNDRED THOUSAND DOLLARS ($100,000.00) with Fidelity National Title (the
“Hecrow Holder”). The Buyer and the Seller shall deliver a filly executed copy of this
Agreement to the Escrow Holder. The Buyer and the Seller hereby authorize their
respective attoreys to execute and deliver into escrow sny additional or supplemental
instructions as may be necessary or convenient to implement the terms of this Agreement
and o close this transaction. If the additional or supplemental instructions conflict with
the express terms of this Agreement, the terms of this Agreement control.

42  Closing Date. This transaction shall close on or before December 31,
2006 (the “Closing Date”). However Seller reserves the right to extend the Closing Date
to January 6, 2007, provided prior written notice is delivered to Buyer on or before
December 10, 2006.

SECTION 5. CONDITIONS TO CLOSING.

51 Conditions Precedent to Buyer’s Obligations. The close of escrow and
the Buyer’s obligations with respect to the transaction contemplated by this Agreement
are subject to the satisfaction, not later than the Closing Date (uniess otherwise provided),
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of the following conditions, and the obligations of the parties with respect to such
conditions are as follows:

(a) Title. At closing Seller shall convey fee simple title to the
Property by grant deed, subject only to non-delinquent real property taxes and items
revealed in the preliminary title report to be provided to Buyer and to which Buyer does
not timely object in writing.

() Investigation and Review. As a condition to closing, the
documents described in this Section 5.1(b) (the “Investigation Documents”) must be
delivered to Marty Hanneman with the Buyer {or an individual designated in writing by
him o eceive documents on his behalf), and approved as provided below, and the results
of the Buyer’s site studies pursuant to Section 5.1(b)(1) below must be acceptable to the
Buyer in its sole discretion.

Within twenty (20) days after executing this Agreement, unless otherwise
specified, the Seller shall deliver or cause to be delivered to the Buyer the Investigation
Documents. The Buyer shail have the right to review and approve each and every
Tnvestigation Document to its sole satisfaction within ten (10) days after the Buyer
receives it. The Buyer’s failure to respond timely shall constitute the Buyer’s approval of
the Investigation Document provided. If the Buyer disapproves any Investigation
Document, the Buyer shall timely notify the Seller in writing, and the Seller shall have
ten (10) days in which to cure. If a cure acceptable to the Buyer is not timely achieved,
the Buyer may waive the requirement in writing, or elect to terminate this Agreement for
failure to satisfy a condition precedent to the Buyer’s obligation to close. '

(1)  Records and Plans. Copies of all architectural drawings,
construction plans and specifications, “as-builf” records of the improvements,
environmental studies, inspection repozts, and all topographical surveys and soil tests for
or relating to the Property in the Seller’s possession.

(2)  Leases. A copy of each tenant’s lease or rental agreement,
together with all amendments to it.

(3)  Permits. Copies of all permits, orders, letters, and other
documents available to the Seller relating to the zoning and permitted uses of the

Property.

) Tax Notices. Copies of all tax and assessment notices and
bills for the Property for the most recent two property tax years, including a copy of the
$526,000 assessment issued by Buyer to construct a new area wide sewer system, the
allocation of which will be addressed in Section 10.

(5)  Service Confracts. Copies of all service or maintenance
contracts with respect to the Property.
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transactions contemplated herein. No further consent of any partner, shareholder,
member, manager, creditor, investor, judicial or administrative body, governmental

authority, or other party is required.

(¢)  The persons executing this Agreement and the instruments referred
to herein on behalf of the Seller and the members, managers, partners, officers, or trustees
of the Seller, if any, have the legal power, 1ight, and actual authority to bind the Seller to
the terms and conditions of this Agreement.

(d)  This Agreement and all documents required to be executed by the
Seller are and shall be valid, legally binding obligations of and enforceable against the
Seller in accordance with their terms.

(&)  Neither the execution and delivery of this Agreement and
instruments referred to herein, nor the incurring of the obligations set forth herein, nor the
consummation of the transactions hereby contemplated, nor compliance with the terms of
this Agreement and the instruments referred to herein conflict with or result in the
material breach of any terms, conditions, or provisions of, or constitute a default under
any bond, note, or other evidence of indebtedness, or any contract, indenture, mortgage,
deed of trust, loan, partnership agreement, lease, or other agreements or instruments to
which the Seller is a party or affecting the Property.

12.2 Warranties and Representations Pertaining to Real Estate and Legal
Matters.

(2  The information contained in the recitals is true and correct.

(b)  Except as disclosed to the Buyer in writing, there is no litigation,
claim, or arbitration, pending or threatened, with regard to the Property or its operation.

() No attachments, execution proceedings, assignments for the
benefit of creditors, insolvency, bankruptcy, reorganization, or other proceedings are
pending or, to the best of the Seller's knowledge, threatened against the Seller, nor are
any such proceedings contemplated by the Seller.

(@)  Bxcept as disclosed to the Buyer in writing, to the best of the
Seller’s knowledge, the construction, occupancy, and operation of the Property materially
conform to and comply with all applicable city, county, state, and federal law, statutes,
ordinances, and regulations.

(6)  Except as disclosed to the Buyer in writing, to the best of the
Seller’s knowledge, there are no material structural defects in the buildings, nor are there
any major repairs required to operate the buildings in a lawful, safe, and efficient manner.
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53  Conditions Precedent to Seller’s Obligations. The close of escrow and
the Seller’s obligations with respect to the transactions contemplated by this Agreement
are subject to the Buyer’s delivery to the Escrow Holder on or before the Closing Date,
for disbursement as provided herein:

(a) The balance of the of the Purchase Price;
(b)  Assignments (if any); and
(c) Prorations as set forth in Section 6.2.

54  Failure of Conditions to Closing. If any of the conditions set forth in
Section 5.1, Section 5.2 or Section 5.3 are not timely satisfied or waived, for a reason
other than the defanlt of the Buyer or the Seller under this Agreement:

(a)  This Agreement, the escrow, and the rights and obligations of the
Buyer and the Seller shall terminate, except as otherwise provided herein; and

(b)  The Escrow Holder is hereby instructed to promptly disburse to the
Buyer, all funds held in escrow.

55  Cancellation Fees and Expenses. If this escrow terminates because of
the non-satisfaction of any condition for a reason other than the default of the Seller or
the Buyer under this Agreement, the Seller and the Buyer will equally bear any
cancellation charges required to be paid to the Escrow Holder. If this escrow terminates
becanse of the Seller’s defanlt, the Seller will bear any cancellation charges required to
be paid to the Escrow Holder. If this escrow terminates because of the Buyer’s default,
the Buyer will bear any cancellation charges required to be paid fo the Escrow Holder.

SECTION 6. DELIVERIES TO ESCROW HOLDER.

6.1 By Seller. On or before the Closing Date, the Seller shall deliver the
following in escrow to the Escrow Holder:

(a) Deed. A “Graot Deed” substantially in the form attached as
Exhibit “6.1(a)” and incorporated by reference, duly executed and ackmowledged in
recordable form by the Seller, conveying the Property to the Buyer subject only to non-
delinquent property taxes, items revealed in the Investigation Documents and not
objected to by Buyer, and other matters that may be approved in writing by the Buyer.

(b)  Assignment of Leases. An “Assignment of Leases™ substantially
in the form attached as Fxhibit “6.1(b)” and incorporated by reference, duly executed and
acknowledged by the Seller in recordable form, assigning to the Buyer all of the Seller’s
right, title, and interest in and to all the tenant leases and tenant deposits. As indicated
herein, the tenant deposits will be credited to the Buyer at closing,
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()  General Assignment. A “General Assignment” substantially in
the form attached as Exhibit “6.1(c)” and incorporated by reference, duly executed by the
Seller, assigning to the Buyer all of the Seller’s right, title, and interest in and to all
service contracts accepted by the Buyer and all other intangible property constituting part
of the property being sold.

(@ Non-foreign Certification. The Seller represents and warrants
that it is not a “foreign person” as defined in Section 1445 of the Internal Revenne Code
(“FIRPTA Certificate”). The Seller will give an affidavit to the Buyer to this effect in the
form required by that statute and the Treasury Regulations promulgated thereunder.

(e) Tenant Notification Letter. A letter to tenants, duly executed by
the Seller and dated as of the Closing Date, satisfactory in form and substance to the
Buyer, notifying each tenant that:

(1)  The Property has been sold to the Buyer;

(2)  All of the Seller's right, title, and interest in and to the
tenant Jeases and tenant deposits have been assigned to the Buyer; and

(3)  Commencing immediately, all rent and other payments and
amry notices under tenant leases are to be paid and sent to the Buyer.

() Tenant Improvement Allowance. The remaining unused tenant
improvement allowence for the Building will be provided as an off-sel against the
Purchase Price. Said tenant improvement allowance will be set aside and reserved solely
for construction of tenant improvements on the Building.

(&  Proof of Authority. Such proof of the Seller’s authozity and
authorization to eater into this Agreement and consummate the transaction contemplated
by it, and such proof of the power and authority of the persons executing and/or
delivering any instruments, documents, or certificates on behalf of the Seller to act for
and bind the Seller, as may be reasonably required by the Bscrow Holder and/or the

Buyer.

(h)  Lien Affidavits. Any len affidavits or mechanic’s lien
indemnifications as may be reasonably requested by the Escrow Holder in order to issue

the title policy.
@ Form 8283, The draft Form 8283 as set forth in Section 3.2.

62 By Buyer. On or before the Closing Date, the Buyer shall deliver the
following in escrow to the Escrow Holder:
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(2) Purchase Price. The purchase price in accordance with Section
3, above.

(b) Prorations.  The amount due the Seller, if any, after the
prorations are computed in accordance with Section 10 below.

SECTION 7. DELIVERIES TO BUYER AT CLOSING.

The Seller shall deliver possession of the Property to the Buyer at close of escrow.
On or before the Closing Date, the Seller shall deliver to the Buyer possession of the

following:

71  'Tenant Leases. Originals of all the tenant leases or, to the extent an
original tenant lease is umavailable, a duplicate original of it with a certificate executed by
Seller warranting the authenticity of the duplicate original.

73  Service Contracts. Originals of all service contracts or, 10 the extent an
original service coniract is unavailable, a duplicate original of it with a certificate
executed by the Seller warranting the authenticity of the duplicate original.

73 Keys. Keys to all entrance doors to the improvements on the Property
and keys to all personal property located on the Property, which keys shall be propezly
tagged for identification.

74 Records and Plans. To the extent not already delivered to the Buyer
pursuant to Section 5.1(b)(1), copies of all architectural drawings, construction plans and
specifications, “gs-built” records of the improvements, environmental studies, inspection
reports, and all topographical surveys and soil tests for or relating to the Property in the
Seller’s possession.

SECTION 8. TITLE INSURANCE AND TRANSFER TAXES.

At closing, the Seller shall provide, at its expense, a standard owner’s title
insurance policy in the amount of the purchase price specified above, insuring fitle vested
in the Buyer or its nominees, subject only to non-delinquent real property taxes and any
other matters revealed by the Preliminary Commmitment and not objected to by the Buyer
pursuant to Section 5.1(a) above. Buyer agrees to pay or waive all applicable State of
California and/or City of Sacramento transfer taxes generated by the transaction(s)
outlined in this Agreement.

SECTION 9. ADJUSTMENTS.

The Seller shall pay for the standard coverage title insurance policy, one-half of
the recording charges, one-half of all escrow fees and costs, and Seller’s share of
prorations pursuant to Section 10 below. The Buyer shall pay one-half of the recording
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charges, one-half of all escrow fees and costs, and the Buyer’s share of prorations
pursuant to Section 10 below. The Buyer and the Seller shall each pay its own legal and
professional fees of other consultants incurred by the Buyer and the Seller, respectively.
All other costs and expenses shall be allocated between the Buyer and Seller in
accordance with the customary practice in Sacramento County, California. At closing,
the Buyer shall contribute any fonds necessary to pay its share of adjustments.

SECTION 10. PRORATIONS.

10.1 General. Rental revenues, and other income, if any, from the Property
and presently existing taxes, assessments, including but not limited to the sewer
agsessment disclosed in Section 5.1(b)(4) herein which the parties agree is the obligation
of Buyer, improvement bonds, and other expenses, if any, affecting the Property, shall be
prorated as of 12:00 o’clock p.m. on the Closing Date. For the purpose of calculating
prorations, the Buyer shail be deemed to be in title to the Property and, therefore, entifled
to the income and responsibility for the expenses for the entire day following the Closing

Date.

102 Delinguent Rentals. Rentals are delinquent when payment of rent is due
on or before the Closing Date but has not been made. Delinquent rentals shall be
prorated between the Buyer and the Seller as specified above but not until the rents are
actually collected. The Seller shall have the right to collect any delinquent rental, but
shall not have the obligation to do so. All collection proceedings and procedures by the
Seller shall require the prior approval of the Buyer, which shall not be, unreasonably
withheld. Delinquent rentals collected by the Seller or the Buyer, net of cost of collection
(including attorney fees), shall be applied first to delinquent sums owed to the Seller
before the Closing Date then to sums owned to the Buyer, as of the date of collection.
The Buyer and the Seller agree that any payments due to either party as a result of
collected delinquent rentals shall be payable when received.

10.3 Tenant Deposits. The amount of all tenant deposits shall be credited fo
the account of the Buyer.

10.4 Method of Proration. All prorations shall be made in accordance with
customary practice in Sacramento County, California, except as expressly provided
herein. The Buyer and the Seller agree to cause their accountants to prepare a schedule
of tentative prorations before the Closing Date. Such prorations, if and to the extent
known and agreed on as of the Closing Date, shall be paid by the Buyer to the Seller (if
the prorations result in a net credit to the Seller) or by the Seller to the Buyer (if the
prorations result in a net credit to the Buyer) by increasing or reducing the cash to be paid
by the Buyer at closing. Any such prorations not determined or not agreed on as of the
Closing Date shall be paid by the Buyer to the Seller, or by the Seller to the Buyer, as the
case may be, in cash as soon as practiceble following the Closing Date. A copy of the
schedule of prorations as agreed upon by the Buyer and the Seller shall be delivered to
the Escrow Holder at least three business deys before the Closing Date.
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SECTION 11. DISBURSEMENTS AND OTHER ACTIONS BY ESCROW
HOLDER.

At closing, the Escrow Holder shall do the foliowing:

11,1 TFunds. Disburse all funds deposited with the Bscrow Holder by the
Buyer in payment of the Purchase Price as follows:

(a) Offset the remaining unused tenant improvement fund against the
Purchase Price.

(b)  Deduct all items chargeable to the account of the Seller pursuant o
Section 9 above.

(c)  Disburse the balance of the Purchase Price to the Seller promptly
on closing.

(@)  Disburse the remaining balance of the funds, if any, to the Buyer
promptly on closing.

11:2 Recording. Cause the Grant Deed, tenant lease assignments (in that
order), and any other documents fhat the parties may mutually direct fo be recorded in the
official records and obtain conformed copies for distribution to the Buyer and the Seller.

11.3 Title Policy. Issue the title policy fo the Buyer.

114 Disbursements of Documents to Buyer. Disburse to the Buyer the
General Assignment, the FIRPTA Certificate, the tenant notification letters and change of

address notices duly executed by the Seller, and any other documents (or copies thereof)
deposited into escrow by the Seller pursuant hereto.

SECTION 12. SELLER’S REPRESENTATIONS AND WARRANTIES.

Tn addition to any express agreements of the Seller contained herein, the Seller
makes the following representations and warranties to the Buyer:

12.1 Representations Regarding Seller’s Authority.

{(8)  The Seller has the legal power, right, and authority to enter into
this Agreement and the instruments referred to herein and to consummate the trans actions
contemplated herein.

(b)  All reqguisite action (corporate, limited liability company, trust,
partnership, or otherwise) has been taken by the Seller in connection with entering into
this Agreement, the instruments referred to herein, and the consummation of the
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transactions contemplated herein. No further consent of any partner, shareholder,
member, manager, creditor, investor, judicial or administrative body, governmental

authority, or other party is required.

(¢)  The persons executing this Agreement and the instruments referred
to herein on behalf of the Seller and the members, managers, partners, officers, or trustees
of the Seller, if any, have the legal power, 1ight, and actual authority to bind the Seller to
the terms and conditions of this Agreement.

(d)  This Agreement and all documents required to be executed by the
Seller are and shall be valid, legally binding obligations of and enforceable against the
Seller in accordance with their terms.

(&)  Neither the execution and delivery of this Agreement and
instruments referred to herein, nor the incurring of the obligations set forth herein, nor the
consummation of the transactions hereby contemplated, nor compliance with the terms of
this Agreement and the instruments referred to herein conflict with or result in the
material breach of any terms, conditions, or provisions of, or constitute a default under
any bond, note, or other evidence of indebtedness, or any contract, indenture, mortgage,
deed of trust, loan, partnership agreement, lease, or other agreements or instruments to
which the Seller is a party or affecting the Property.

12.2 Warranties and Representations Pertaining to Real Estate and Legal
Matters.

(2  The information contained in the recitals is true and correct.

(b)  Except as disclosed to the Buyer in writing, there is no litigation,
claim, or arbitration, pending or threatened, with regard to the Property or its operation.

() No attachments, execution proceedings, assignments for the
benefit of creditors, insolvency, bankruptcy, reorganization, or other proceedings are
pending or, to the best of the Seller's knowledge, threatened against the Seller, nor are
any such proceedings contemplated by the Seller.

(@)  Bxcept as disclosed to the Buyer in writing, to the best of the
Seller’s knowledge, the construction, occupancy, and operation of the Property materially
conform to and comply with all applicable city, county, state, and federal law, statutes,
ordinances, and regulations.

(6)  Except as disclosed to the Buyer in writing, to the best of the
Seller’s knowledge, there are no material structural defects in the buildings, nor are there
any major repairs required to operate the buildings in a lawful, safe, and efficient manner.
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® The electrical, plumbing, heating, and air copditioning systems and
any other utility systems will be in substantially the same condition at closing as when
the Buyer conducted its inspection.

(g)  The Seller has not entered into any other contracts for the sale of
the Property, nor do any rights of first refusal or options exist to purchase the Property.

()  The Seller has not received any notices from any insuranée
company of any defects or inadequacies in the Property.

@ Any licenses and permits obtained by the Seller have been fully
paid for and are not subject to any liens, encumbrances, or claims of any kind.

{ To the best of the Seller’s knowledge, the Property is materially in
compliance with applicable state and federal environmental standards and requirements

affecting it.

(k)  Except as disclosed in writing to Buyer, the Seller has not received
any nofices of violation or advisory action by regulatory agencies regarding
environmental control matters or permit compliance with respect to the Property.

)] The Seller has not transferred hazardous waste from the Property
to another location that is not in compliance with applicable environmental laws,
regulations, or permit requirements, To the best of the Seller’s knowledge, no other
person has transferred hazardous waste from the Property to another location that is not in
compliance with applicable environmental laws, regulations, or permit requirements.

(m) There are no proceedings, governmental administrative actions, or
judicial proceedings pending or, to the best of the Seller’s knowledge, contemplated
under any federal, state, or local laws regulating the discharge of hazardous or toxic
materials or substances into the environment.

@m To the best of the Seller’s knowledge, the Seller has not, during its
ownership of the Property, stored, produced, or disposed of any hazardous substance,
including asbestos, on the Property.

12.3 Representations Pertaining to Tenant Leases and Service Contracts.

To the best of the Seller’s kmowledge:

(a)  The leases, and all other information and documentation provided,
or to be provided by the Seller to the Buyer in connection with this transaction are
complete, true, and accurate, and are presented in a manner that is not misleading.
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(b)  All leases are in Full force and effect with rents paid currently
(except as otherwise indicated).

(c)  With regard fo the tenant leases, the Seller knows of no default by
it or by any of the tenants, and there have been no verbal changes and no concessions
granted with respect to the leases or tenants under the leases, except as indicated in the
rent roll.

(@)  The only service or maintenance contracts have been provided or
disclosed in writing to the Buyer. Bxcept where the Seller has indicated to the contrary,
4ll the service contracts may be terminated without penalty or other payment, except for
the current sum then owing by the Buyer on thirty (30) days’ or less notice.

(¢)  There is no current default or breach under the terms and
provisions of any of the service contracts. The service contracts have not been and will
not be amended or modified except as indicated herein.

43 As of the Closing Date, the Selier’s interest in tenant leases and
sentals due or to become due thereunder will not be subject to any assignment
encurnbrance, or liens.

(g) No leasing or brokerage fees or commissions of any pature
whatsoever shall become due or owing to any person, firm, corporation, or entity after
closing with respect to the tenant leases.

(h}  The operating statements provided to the Buyer, are true and
accurate in all material respects.

@) The Seller has no employees whom the Buyer will be required to
employ after closing.

12.4 Representations, Warranties, and Covenants Regarding Operation of
the Property Through the Close of Escrow.

(2  The Seller further represents and warrants that, until this
transaction is closed or escrow is terminated, whichever comes earlier, it shall:

(1)  Operate and maintain the Property in a manner consistent
with the Seller’s past practices;

(2)  Keep all existing insurance policies affecting the Property
in full force and effect;

(3)  Make all required payments of interest and principal on any
existing financing;
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(4)  Comply with all government regulations;

(5) XKeep the Buyer timely advised of any repair or
improvement required to keep the Property in substantially the same condition as when
inspected by the Buyer and that costs more than $10,000.00.

(b)  The Seller hereby agrees that the Seller will not hereafter modify,
extend, or otherwise change any of the terms, covenants, or conditions of the tenant
leases, or enter into new leases or any other obligations or agreements affecting the
Property without the prior written consent of the Buyer, which consent shall not be
unreasonably withheld. Without the prior written consent of the Buyer, the Seller shall
not terminate any of the tenant leases, unless the tenant thereunder has materially
defaulted in the payment of rent. Except 28 disclosed in writing to Buyer, the Seller shall
not accept from any of the tenants payment of rent more than one month in advance or
apply any security deposit to rent due from any tenant. Nothing contained herein shall
resirict the right of the Seller to enter into month-to-month leases or grant month-to-
month extensions of existing tenant leases in the ordinary course of business at rates
consistent ‘with those reflected in the rent roll, nor shall anything herein restrict the right
of the Seller to enter info service confracts or extend existing service contracts in the
ordinary course of business as long as such service contracts can be terminated, without
penalty or payment by the Buyer, upon thirty (30) days’ or less notice.

()  The Seller will give the Buyer at least ten (10) business days’
notice before commencing any action with respect to the Property and will refrain from
bringing any such action except on such terms as are mutually acceptableto the Seller
and the Buyer. The Buyer shall not mnreasonably withhold the Buyet’s consent to any
action that the Seller wishes to institute before closing, and the Buyer’s failure to
disapprove any such action within five (5) business days after the Seller’s request shall be
deemed to constitute the Buyer’s consent.

(d)  The Seller will not enter ipto any new leases until the Buyer has
given its written approval of leases submitted to it by the Seller, which approval will not
be unreasonably withheld or delayed.

(6 Any lease submitted by the Seller to the Buyer will be
accompanied by a statement setting forth in reasonable detail all cut-of-pocket costs to be
incurred in connection with each such lease during the interim period. This will include
fhe cost of tenant improvements, leasing fees, any tenant concessions, any moving cost
allowances, and any assumptions of existing rental or lease agreements. Such costs shall
be approved in writing by the Buyer, together with the applicable lease, and such
approval shall not be unreasonably withheld or delayed. Each of such costs shall be
specifically set forth or, if it is not practical to designate a fixed amount, the manner of
determining the amount of the cost ghall be set forth.
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@ A1l such pre-approved costs that are incurred and paid out by the
Seller before the Closing Date shall be reimbursed by the Buyer to the Seller by payment
through the escrow at closing. All such costs that the Seller has incurred and that are
payable following the Closing Date shall be assumed and paid by the Buyer as and when

payable.

(g) If the sale does not close because of failure of any of the
conditions, it is understood that the Buyer will have no responsibility for payment or
retmbursement of any such costs approved by the Buyer.

(h)  The Seller will not make any alterations to the Property or remove
any of the personal property from it, unless the personal property so removed is
simuitaneously replaced with personal property of similar quality and utility.

12.5 General Representation. The Seller’s representations and warranties
contained herein are true and accurate, and are not misleading. The Seller’s
representations and warranties contained herein shall be continuing from the Closing
Date and shall be true and correct as of the Closing Date with the same force and effect as
if remade by the Seller in a separate certificate at that time.

SECTION 13. CONDITION OF PROPERTY.

Other than as provided in the Seller’s representations and warranties contained in
this Agreement and those contained in any instruroent delivered to the Buyer at closing,
the Buyer acknowledges that it is purchasing the Property ASIS. '

SECTION 14. BUYER’S REPRESENTATIONS AND WARRANTIES.

In addition to any express agreements of the Buyer contained herein, the
following constitute representations and warranties of the Buyer to the Seller:

14.1 Representations Regarding Buyer’s Authority.

(d)  The Buyer has the legal power, right, and authority to enter into
this Agreement and the instruments referred to herein and to consummate the fransactions
contemplated herein.

(b)  All requisite administrative and governmental action has been
taken by the Buyer in connection with entering into this Agreement, the instruments
referred to herein, and the consummation of the transactions contemplated herein. No
further consent of any administrative or governmental body is required.

(¢)  Thepersons executing this Agreement and the instruments referred
to herein on behalf of the Buyer have the legal power, right, and actual authority to bind
the Buyer to the terms and conditions of this Agreement.
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(d)  This Agreement and all documents required to be executed by the
Buyer are and shall be valid, legally binding obligations of and enforceable against the
Buyer in accordance with their terms.

(6)  Neither the execution and delivery of this Agreement and
instruments referred to herein, nor the incurring of the obligations set forth herein, nor the
consummation of the transactions hereby contemplated, nor compliance with the terms of
this Agreement and the instruments referred to herein conflict with or result in the
material breach of any terms, conditions, or provisions of, or constitute a default under
any bond, note, or other evidence of indebtedness, or any contract, indenture, mortgage,
deed of trust, loan, parinership agreement, lease, or other agreements or instruments to
which the Buyer is a party or affecting the Property.

14.2 General Representation. The Buyer’s representations and warranties
conteined herein are true and accurate, and are Dot misleading. The Buyer’s
representations and warranties contained herein shall be continuing from the Closing
Date and shall be true and correct as of the Closing Date with the same force and effect as
if made by the Buyer in a separate certificate at that time. The Buyer’s representations
and warranties contained herein shall survive the close of escrow and shall not merge info
the deed and the recordation of the deed in the official records.

SECTION 15. DAMAGE OR DESTRUCTION; CONDEMNATION.

Until the close of escrow, the tisk of loss shall be reteined by the Seller. The
Seller shall keep the Property fully insured until close of escrow. In the event all or any
material portion (25% or more) of the Property is damaged, destroyed, or condemned or
threatened with condemnation before the close of escrow, the Buyer may terminate this
Agreement. In such event, escrow will be terminated, the earnest money deposit and
acerued interest thereon will be promptly refurned to the Buyer, and this Agreement shall
have no further force or effect whatsoever. If a nonmaterial portion of the Property is
destroyed or condemned, this Agreement shall remain in full force and effect, including,
without limnitation, the Buyer’s obligation to close this tramsaction as provided for herein
and to pay the full purchase price to the Seller. In such event, the Buyer shall be assigned
all insurance proceeds or condemnation proceeds payable to or for the account of the

Seller.
SECTION 16. NOTICES.

All notices or other communications reguired or permitted under this Agreement
must be in writing and must be sent by registered or certified mail, postage prepaid,
return receipt requested, which notice and communications will be deemed received three
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days after deposit in the United State mail, postage prepaid, Notice of change of address
shall be given by written notice in the menner detailed in this paragraph.

If to Buyer: City of Sacramento
Facilities and Real Property Management
5730 24" Street, Bldg, 4
Sacramento CA 95822
Attn: Facilities Manager

With a copy to: Office of the City Attomey ;
915 I Street 4™ Floor
Sacramento CA 95814
If to Seller:
With a copy to: Frederick B. Sainick, Esq.
Sainick & Whitney
190 Newport Cir Dr 2FL
Newport Beach CA 92660
If to Escrow Holder:

SECTION 18. REQUIRED ACTIONS OF BUYER AND SELLER.

The Buyer and the Seller agree to execute all such instruments and documents and
to take all actions pursuant to the provisions of this Agreement in order to consummate
the {ransaction contemplated herein and shall use their best efforts to accomplish the
close of escrow in accordance with the provisions herein.

SECTION 19. ENTRY.

The Buyer, its agents, and designees shall have reasonable access to the Property
for the sole purpose of confirming that it is in substantially the same condition at closing
as it was when inspected. The Buyer’s right to access does not negate the warranties and
covenants contained herein. The Buyer shall indemnify and hold the Seller harmless
from any loss, damage, or claim arising out of the Buyer’s access to the Property.
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SECTION 20. LEGAL AND EQUITABLE ENFORCEMENT OF THIS
AGREEMENT.

20.1 Default by the Seller. If the close of escrow and the consummation of
the transaction herein contemplated fail to occur by reason of any default by the Seller,
the Buyer shall be entitled to the return of the earnest money deposit of $100,000.00 and
shall have the right to pursue any other remedy available to it at law or equity, including
the specific performance of this Agreement.

20.2 Consequences of Buyer Default. IF BUYER DEFAULTS IN THE
PERFORMANCE OF THIS AGREEMENT, THE PARTIES AGREE THAT
SELLER SHALL BE RELEASED FROM ANY OBLIGATION TO SELL THE
PROPERTY TO BUYER AND SHALL RETAIN, AS LIQUIDATED DAMAGES,
$100,000.00 FROM THE EARNEST MONEY DEPOSIT PAID BY BUYER ON
EXECUTION OF THIS AGREEMENT. THE PARTIES FURTHER AGREE
THAT THE AMOUNT OF LIQUIDATED DAMAGES ESTABLISHED BY THIS
PROVISION IS A REASONABLE ESTIMATE, UNDER THE
CIRCUMSTANCES EXISTING ON THE DATE OF EXECUTION OF THIS
AGREEMENT, OF WHAT SELLER'S DAMAGES WOULD BE IN THE EVENT
OF A DEFAULT BY BUYER AND THAT SUCH LIQUIDATED DAMAGES
SHALL CONSTITUTE SELLER’S SOLE AND EXCLUSIVE REMEDY IN THE
EVENT OF A DEFAULT BY BUYER. THE PARTIES AGREE THAT THE
EXACT CALCULATION OF SELLER’S DAMAGES CAUSED BY BUYER’S
DEFAULT WOULD BE IMPRACTICABLE OR EXTREMELY DIFFICULT TO
ASCERTAIN.

Initialed by Buyer: Imitialed by Seller:

SECTION 21. ASSIGNMENT.

The Buyer shall have no right to assign its rights and obligations under this
Agreement unless preapproved by Seller in writing.

SECTION 22. INDEMNIFICATION.

22.1 By Seller.  Seller agrees and covenants to indemnify, defend (with
counsel acceptable to Buyer), and hold Buyer, and Buyer's officers, employees and
agents, harmless from and against any and all liabilities, penalties, losses, damages, costs,
expenses {including reasonable attorneys' fees, whether for outside counsel or the City
Attorney), causes of action, claims, or judgments arising by reason of any death, bodily
injury, personal injury, property or economic damage, violation of any law or regulation,
or damage to the environment, including ambient air, soil, soil vapor, groundwater, or
surface water, and resulting from or in any way connected with:

(8)  Any acts or omissions related to the performance of this
Agreement by Seller, its officers, employees, agents, engineers, coniractors or
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subcontractors, or any other person or entity employed by or acting on its behalf.
(b)  Any breach of this Agreement by Seller, its officers or employees.

(c) The use, storage, ireatment, iransportation, release, or disposal of
hazardous waste, on or about any portion of the Property by any person or entity (except
for the Buyer and persons or enfities acting on Buyer's behalf or under Buyer’s control),
and which has occurred or will occur at any time before the close of escrow as provided

herein.

222 By Buyer. Buyer agrees and covenants to indemmnify, defend (with
counsel acceptable to Sellers), and hold Seller, and Seller’s officers, employees and
agents, harmless fiom and against any and all liabilities, penalties, losses, damages, costs,
expenses (including reasonable attorneys' fees), causes of action, claims, or judgments
arising by reason of any death, bodily injury, personal injury, property or €COnomic
damage, violation of any law or regulation, or damage to the environment, including
ambient air, soil, soil vapor, groundwater, or surface water, and resulting from or in any
way connected with:

(a)  Any acts or omissions related to the performance of this
Agreement by Buyer, its officers, employees, agents, engineers, contractors or
subcontractors, or any other person or entity employed by or acting on its behalf

(b)  Anybreach of this Agreement by Buyer, its officers or employees.

(c) The use, storage, treatment, transportation, release, or disposal of
hazardous waste, on or about any portion of the Property by any person or entity (except
for Seller and persons or entities acting on Seller’s behalf or under Seller’s control), and
which oceurs at any time before the close of escrow as provided herein.

22.3 Waiver. The parties further agree and understand as follows: a party
does not, and shall not be deemed to, waive any rights against the other party which it
may have by reason of the aforesaid indemnity and hold harmless agreements because of
any insurance coverage available; the scope of the aforesaid indemnity and hold harmless
agreements is to be construed broadly and liberally to provide the Inaximum coverage in
accordance with their terms; no specific term or word contained in this Section 22 shall
be construed as a limitation on the scope of the indemnification and defense rights and
obligations of the parties unless specifically so provided.

22.4 Survival. The provisions of this Section 22 shall survive the recording of
any deeds hereunder,
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SECTION 23. MISCELLANEOUS.

23.1 Partial Invalidity. If any term or provision of this Agreement or the
application to any person or ciroumstance shall, to amy extent, be invalid or
imenforceable, the remainder of this Agreement, or the application of such term or
provision to persons or circumstances other than those to which it is held invalid or
rmenforceable, shall not be affected thereby, and each such term and provision of this
Agreement shall be valid and be enforced to the fullest extent permitted by law.

232 Waivers. No waiver of any breach of any covenant or provision
contained herein shall be deemed a waiver of any preceding or succeeding breach thereof,
or of any other covemant or provision herein contained. No extension of time for
performance of any obligation or act shall be deemed an extension of the time for

performance of any other obligation or act.

233 Survival of Representations. The covenants, agreements,
representations, and warranties made herein shall sarvive the close of escrow and shell
not merge into the deed and the recordation of it in the official records.

234 Successors and Assigns. This Agreement shall be binding on and shall
inure to the benefit of the permitted successors and assigns of the parties fo it.

235 Attorney Fees. If any action, arbitration, or other proceeding involving &
dispute between Buyer and Seller is instituted in connection with any controversy arising
out of this Agreement, the prevailing party shall be entitled to receive from the other
party reasonable attorney fees, whether for & City of Sacramento attorney or outside legal
counsel, expert witness fees, and costs to be determined by the cowrt or arbitrator,
including attorney fees and costs on any appeal.

23.6 Entire Agreement. This Agreement (including any exhibits attached or
conternplated herein) is the final expression of, and contains the entire agreement
between, the parties with respect to the subject matter of the Agreement and supersedes
all prior understandings with respect to the purchase and sale of the Property and
supersedes all prior proposals and counter-proposals related thereto and/or modifications
thereof, The parties acknowledge they may have entered into an option agreement and a
commercial lease related to the Property. This Agreement may not be modified, changed,
supplemented, or terminated, nor may any obligations under it be waived, except by
written instrument signed by the party to be charged or by its agent duly authorized in
writing or as otherwise expressly permitted herein. The parties do not intend to confer
any benefit on any third party firm, partnership, corporation, limited liability company or
other entity or person other than the parties hereto.

237 Time of Bssence. The Seller and the Buyer herby acknowledge and
agree that time is strictly of the essence with respect to each and every term, condition,
obligation, and provision.
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23.8 Construction. Headings at the beginning of each section and subsection
are solely for the convenience of the parties and are not a part of this Agreement.
Whenever required by the context of this Agreement, the singular shall include the plural,
and the masculine shall include the feminine, and vice versa. This Agreement shall not
be construed as if it had been prepared by one of the parties, but rather as if both parties
had prepared it. Unless otherwise indicated, all references to sections and subsections are
to this Agreement. All exhibits referred to in this Agreement are aftached and
incorporated by this reference.

23.9 Computation of Periods of Time.  Unless otherwise specified, in
computing any period of time described in this Agreement, the day of the act or event
after which the designated period of time begins to run is not to be included and the last
day of the period so computed is to be included, unless the last day is a Saturday, Sunday,
or legal holiday, in which event the time period runs until the end of the next succeeding
business day. The last day of any period of time described in this Agreement is deemed to
end at five o’clock p.m. Pacific time.

23.10 Governing Law. The parties acknowledge that this Agreement has been
negotiated and entered into in the State of California. The parties expressly agree that
this Agreement shall be governed by, interpreted under, and construed and enforced in
accordance with the laws of the State of California.

23.11 Confidentiality; Non-disclosure. No disclosure of the terms of this
Agreement or any confidential information of either party may be made without the
written consent of the other party. Any press releases in connection with the ¢losing shall
be reviewed and approved by both parties in writing prior to release.

23.12 - Arbitration of Disputes. Any dispute or claim in law or equity arising
between the Buyer and Seller out of this Agreement will be decided by neutral binding
arbitration in accordance with the California Arbitration Act (C.CP. § 1280 et seq.) and
not by court action except as provided by California law for judicial review of arbitration
proceedings. If the parties can not agree on an arbitrator, a party may petition to the
Superior Court for Contra Costa County for an order compelling arbitration and
appointing a judge from Contra Costa Superior Court as arbitrator. Service of the petition
may be made by first class mail, postage prepaid, to the last known address of the party
served. Judgment upon an award rendered by the arbitrator may be entered in any court
having jurisdiction. The parties will have the right to discovery in accordance with the
Code of Civil Procedure § 1283.05.

The parties agree that the following procedure will govern the making of the
award by the arbitrator: (a) a Tentative Award will be made by the arbitrator within 30
days following submission of the matter fo the arbitrator; (b) the Tentative Award will
explain the factual and legal basis for the arbitrator’s decision as to each of the principal
controverted issues; (c) the Tentative Award will be in writing unless the parties agree
otherwise; provided, however, that if the hearing is conducted within one (1) day, the
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Tentative Award may be made orally at the hearing in the presence of the parties, Within
fifteen (15) days after the Tentative Award has been served or announced, any party may
serve objections to the Tentative Award. Upon objections being timely served, the
arbitrator may call for additional evidence, oral or written argument, or both. If no
objections are timely filed, the Tentative Award will become final without further action
by the parties or arbitrator. Within thirty (30) days after the filing of objections, the
arbitrator will either make the Tentative Award final or modify or correct the Tentative
Award, which will then become final as modified or corrected.

The provisions of C.C.P, § 128.5 anthorizing the imposition of Sanctions as a
result of bad faith actions or tactics will apply to the arbitration proceedings.

NOTICE: By initializing in the [“agree”] space below, you are agreeing to have
any dispute arising out of the matters included in this section decided by neutral
arbitration as provided by California law and you are giving up any rights you might
possess to have the matter litigated in cout or jury trial. By initializing the {“agree"]
space below you are giving up your judicial rights to discovery and eppeal, unless those
rights are specifically included in this section, If you refuse to submit to arbitration after
agreeing to this provision, you may be compelled to arbitrate under the authority of the
California Code of Civil Procedure. Your agreement to this arbitration provision is
voluntary.

We have read and understand the foregoing and agres to submit disputes arising
out of the matters included in this section to neutral arbitration,

] Buyer agrees [ ]Buyerdoes not agree

f | Seller agrees P } Seller does not agree

IN WITNESS WHEREOF, the parties have executed this Agreement as of the
date and year written above.

SELLER:

RICHARDS BOULEVARD PARTNERS, a California general partnership:

Sacramento Associates, a Grove Investment Company, 2
California general partnership, California general parinership,
(Genersl Partoer General Partoer
By: By:
Bruce E. Nott, Trustee of the Bmce E. Nott, Trustee of the
Nott Family Trust w/d/t dated Nott Family Trust w/d/t dated
May 22, 1990, 8 General Partner May 22, 1990, & General Partner
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By:  Fait B Invesiments, LLC, a By:  Meadows Mobile Homes,

Californiz lirnited liability company, California general
a General Partner partnership, a General Partner
By: By:

Barrett C. Fait, Manager James Lee, Trustee of

the Lee Family Trust
w/d/t dated 1/30/89, a
General Partner

By:

Barrett C. Fait, a
General Partner

THE SECOND RICHARDS BOULEVARD PARTNERSHIP, a California general
partnership:

Sacramento Associates, a Grove Investiment Company, a
California general partnership, California general partnership,
General Partner General Pariner
By: By:
Bruce E. Nott, Trustee of the Bruce E. Nott, Trustee of the
Nott Family Trust v/d/t dated Nott Family Trust u/d/t dated
May 22, 1990, a General Partner May 22, 1990, a General Pariner
By:  Fait B Investments, LLC, a By:  Meadows Mobile Homes,
California limited liability company, California general
a General Partner partnership, a General Partner
!
By: By:
Barrett C. Fait, Manager James Lee, Trustee of
the Lee Family Trust
w/d/t dated 1/30/89, a
General Partner
By

Barrett C.'Fait, a
General Partner
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BUYER:
THE CITY OF SACRAMENTO

By:
Its:

Approved as to Form:

By
Its:

Attested by:

City Clerk
ACCEPTANCE OF ESCROW:
, the Bscrow Holder, by its duly authorized

signature below, agrees to accept this escrow on the terms and conditions of, and to
comply with the instructions contained in, the foregoing Agreement.

Is/

Print Name
Title:

EXHIBITS:
A Legal Description of Property
B Option to Purchase Agreement
C Commercial Lease
6.1(a) Grant Deed
6.1(b) Assignment of Leases
6.1(c) General Assignment
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=3 AIR COMMERCIAL REAL ESTATE ASSOCIATION
bl CTANDARD INDUSTRIAL/COMMERCIAL SINGLE-

ZE08 T ENANT LEASE -~ NET

e
AN EDLIR DN |

(DO NOT USE THIS FORM FOR MULTI-TENANT BUILDINGS)

1. Basic Provisions ("Basic Provisions").

1.1  Parties: This Lease ("Lease"), dated for reference purposes only is made by and
among Richards Boulevard Partners, a State of California general partnership (“Lessor'™) and the
City of Sacramento ( "L essee™), (collectively the "Parties," or individually a "Party™).

1.2  Premises: That certain real property, including all improvements therein or to be
provided by Lessor under the terms of this Lease, and commonly kmown as “Discovery Cenire”
located at 300 Richards Boulevard in the County of Sacramento, State of California and
generally described as a 150,795 gross square foot three-story office building situated on a 6,197
acre site; including 146,132 net “Rentable Square Feet” (“Premises”). On-site improvements
include landscaping, lighting and at grade paved parking for 542 automobiles. (See also

Paragraph 2)

1.3 Term: Ten years ("' Original Term'") commencing August 1, 2007
("Commencement Date ") and ending July 31, 2017 ("Expiration Date™). (See also Paragraph
3)

Monthly Rate (per Rentable Square Foot)
$1.45
$1.60
$1.66
$1.71
$1.76
$1.81
$1.87
$1.92
$1.98
0 $2.04

<
@
B

1.4 Rase Rent:

|

D 00 -1 O WU U D e

Base rent payable on the 1% day of each month commencing August 1, 2007
("Base Rent"). (See also Paragraph 4)

(3 If this box is checked, there are provisions in this Lease for the Base Rent to be adjusted.

1.5  Base Rent and Other Monies Paid Upon Execution:

(a) Base Rent: § for the period
(b) Security Deposit: $ ("Security Deposit"). (See also Paragraph

5)

(c) Association Fees: § for the period

n n
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(d) Other: § for

(e) Total Due Upon Execution of this Lease: $

1.6  Agreed Use:

. (See also Paragraph 6)

1.7  Parking Rights: During the term of this Lease, Lessor shall make available to
Lessee at least 400 parking spaces located on the Premises for Lessee’s employees. Lessor’s
obligation pursuant to this Section 1.7 shall be limited to make such spaces available in whatever
manner Lessor deems appropriate (attended, unattended, marked stalls, or other means), so long
as the number of spaces referred to in this Section 1.7 are made available to Lessee’s employees.
Lessee’s employees shall be required to pay as rental for each space the established parking rates
for the Premises, as adjusted from time to time by Lessor.

1.8 Tenant Improvement Allowance: Lessor shall provide Lessee a tenant
improvement allowance not to exceed the sum of STX MILLION FIVE HUNDRED
THOUSAND DOLLARS ($6,500,000). Lessee shall be responsible for all tenant improvements.
However, Lessee shall not make or canse to be made any alterations, additions or improvemsnts
or install or cause to be installed any fixture, floor covering, interior or exterior lighting,
plumbing fixture, window covering, shade or awning, without first obtaining Lessor's written
approval. Lessee shall present to Lessor plans and specifications for such work at the ime
approval is sought. If such consent is given by Lessor, all material and workmanship shall be of a
quality consistent with the construction of the Premises and the Building at the Term

Coemmencement Date.

All alterations, decorations, additions and improvements made by Lessee and affixed to
the Premises by any means (the “Tenant Improvements”) shall remain the property of Lessee for
the term of this Lease and any extension of it. No Tenant Improvements shall be removed from
the Premises at any time without the prior written consent of Lessor. Upon termination or
expiration of this Lease or any extension of it, Lessee shall, if requested by Lessor but not
otherwise, remove all Tenant Improvements, and restore the Premises to its original condition. If
Iessor does not request such removal, then upon the termination or expiration of this Lease or
any extension of it, and upon Lessee’s removal from the Premises, all Tenant Improvements shall
become the property of Lessor.

Tf Lessee shall make any Tenant Improvements to the Premises, Lessee shall promptly
pay all contractors and materialmen who shall have furnished labor or materials therefor, and
Lessee agrees to indemnify, defend and hold harmless Lessor and the Premises from any lien for
construction labor or materials. Should any such lien be made or filed, Lessee shall bond against
or discharge the same within 10 days after the Yien is filed or attaches. Any such bond shall be
wiitten by a corporate surety duly qualified in the state of California and be issued in accordance
with that state's laws.

1.9 Insuring Party: Lessor is the "Insuring Party" unless otherwise stated herein.
(See also Paragraph 8) ‘
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1.10 Real Estate Brokers: Neither party has hired a real estate broker ("Broker") in
this transaction and aclmowledges that no brokerage relationships exist for which any payments
would be due hereunder.

1.11  Guarantor. The obligations of the Lessee under this Lease are to be guaranteed
by ("Guarantor'"). (See also Paragraph 37)

1.12  Attachments, Attached hereto are the following, all of which constitute a part of
this Lease:

O an Addendum consisting of Paragraphs through

O a plot plan depicting the Premises;
O a current set of the Rules and Regulations;

0 a Work Letter;

2 other (specify):

2. Premises.

2.1  Letting, Lessor hereby leases to Lessee, and Lessee hereby leases from Lessor,
the Premises, for the term, at the rental, and upon all of the terms, covenants and conditions set
forth in this Lease. Unless otherwise provided herein, any statement of size set forth in this
Lease, or that may have been used in calculating Rent, is an approximation which the Parties
agree is reasonable and any payments based thereon are not subject to revision whether or not
the actual size is more or less. Note: Lessee is advised to verify the actual size prior to

executing this Lease,

29  Condition. Lessor shall deliver the Premises to Lessee broom clean and free of
debris on the Commencement Date or the Barly Possession Date, whichever first occurs ( "Start
Date™), and, so long as the required service contracts described in Paragraph 7.1(b) below are
obtained by Lessee and in effect within thirty days following the Stert Date, warrants that the
existing electrical, plumbing, fire sprinkler, lighting, heating, ventilating and air conditioning
systems ( "HVAC"), loading doors, sump pumps, if any, and all other such elements in the
Premises, other than those constructed by Lessee, shall be in good operating condition on said
date and that the structural elements of the roof, bearing walls and foundation of any buildings
on the Premises (the "Building") shall be free of material defects. If a non-compliance with said
warranty exists as of the Start Date, or if one of such systems or elements should malfunction or
fail within the appropriate warranty period, Lessor shall, as Lessor's sole obligation with respect
to such matter, except as otherwise provided in this Lease, promptly after receipt of written
notice from Lessee setting forth with specificity the nature and extent of such non-compliance,
malfunction or failure, rectify same at Lessor's expense. The warranty periods shall be as
follows: (i) 6 months as to the HVAC systems, and (ii) 30 days as to the remaining systems and
other elements of the Building. If Lessee does not give Lessor the required notice within the
appropriate warranty period, correction of any such non-compliance, malfunction or faiture shall
be the obligation of Lessee at Lessee's sole cost and expense.



2.3 Complisnce, Lessor warrants that the improvements on the Premises comply
with the building codes, applicable laws, covenants or restrictions of record, regulations, and
ordinances ( "Applicable Requirements" ) that were in effect at the time that each
improvement, or portion thereof, was constructed. Said warranty does not apply to the use to
which Lessee will put the Premises, modifications which may be required by the Americans with
Disabilities Act or any similar laws as a result of Lessee's use (see Paragraph 50), or to any
Alterations or Utility Installations (as defined in Paragraph 7.3(a)) made or to be made by
Lessee. NOTE: Lessee is responsible for determining whether or not the Applicable
Requirements, and especially the zoning, are appropriate for Lessee's intended use, and
ackmowledges that past uses of the Prerises may no Jonger be allowed. If the Premises do
not comply with said warranty, Lessor shall, except as otherwise provided, promptly after receipt
of written notice from Lessee setting forth with specificity the nature and extent of such non-
compliance, rectify the same at Lessor's expense. If Lessee does not give Lessor written notice of
a non-compliance with this warranty within 6 months following the Start Date, correction of that
non-compliance shall be the obligation of Lessee at Lessee's sole cost and expense. If the
Applicable Requirements are hereafter changed so as to require during the term of this Lease the
construction of an addition to or an alteration of the Premises and/or Building, the remediation of
any Hazardous Substance, or the reinforcement or other physical modification of the Unit,
Premises and/or Building ( "Capital Expenditure” ), Lessor and Lessee shall allocate the cost
of such work as follows:

(a) Subject to Paragraph 2.3(c) below, if such Capital Expenditures are
required as a result of the specific and unique use of the Premises by Lessee as compared with
uses by tenants in general, Lessee shall be fully responsible for the cost thereof, provided,
however that if such Capital Expenditure is required during the last 2 years of this Lease and the
cost thereof exceeds 6 months' Base Rent, Lessee may instead terminate this Lease unless Lessor
notifies Lessee, in writing, within 10 days after receipt of Lesses's termination notice that Lessor
has elected to pay the difference between the actual cost thereof and an amount equal to 6
months' Base Rent. If Lessee elects termination, Lessee shall immediately cease the use of the
Premises which requires such Capital Expenditure and deliver to Lessor written notice specifying
a termination date at least 90 days thereafter. Such termination date shall, however, in no event
be earlier than the last day that Lessee could legally utilize the Premises without commencing
such Capital Expenditure.

(b)  If such Capital Expenditure is not the result of the specific and unique use
of the Premises by Lesses (such as, governmentally mandated seismic modifications), then
Lessor and Lessee shall allocate the obligation to pay for such costs pursuant to the provisions of
Paragraph 7.1(d); provided, however, that if such Capital Expenditure is required during the last
2 years of this Lease or if Lessor reasonably determines that it is not economically feasible to
pay its share thereof, Lessor shall have the option to terminate this Lease upon 90 days prior
written notice fo Lessee unless Lessee notifies Lessor, in writing, within 10 days after receipt of
Lessor's termination nofice that Lessee will pay for such Capital Expenditure. If Lessor does not
elect to terminate, and fails to tender its share of any such Capital Bxpenditure, Lessee may
advance such funds and deduct same, with Interest, from Rent until Lessor's share of such costs
have been fully paid. If Lessee is unable to finance Lessor's share, or if the balance of the Rent
due and payable for the remainder of this Lease is not sufficient to fully reimburse Lessee on an
offset basis, Lessee shall have the right to terminate this Lease upon 30 days written notice to
Lessor.



() Notwithstanding the above, the provisions concerning  Capital
Bxpenditures are intended to apply only to non-voluntary, unexpected, and new Applicable
Requirements. If the Capital Expenditures are instead triggered by Lessee as a result of an actual
or proposed change in use, change in intensity of use, or modification to the Premises then, and
in that event, Lessee shall either: (i) immediately cease guch changed use or intensity of use
and/or take such other steps as may be necessary to eliminate the requirement for such Capital
Expenditure, or (ii) complete such Capital Expenditure at its own expense. Lessee shall not,
however, have any right to terminate this Lease.

24  Acknowledgements. Lessee acknowledges that: (a) it has been advised by
Lessor and/or Brokers to satisfy itself with respect to the condition of the Premises (including
but not limited to the electrical, HVAC and fire sprinkler systems, security, environmental
aspects, and compliance with Applicable Requirements and the Americans with Disabilities
Act), and their suitability for Lessee's intended use, (b) Lessee has made such investigation as it
deems necessary with reference to such matters and assumes all responsibility therefore as the
same relate to its occupancy of the Premises, and (¢} neither Lessor, Lessor's agents, nor
Brokers have made any oral or written representations or warranties with respect to said matters
other than as set forth in this Lease. In addition, Lessor acknowledges that: (i) Brokers have
made no representations, promises or warranties concerping Lessee's ability to honor the Lease
or suitability to occupy the Premises, and (ii) it is Lessor's sole responsibility to investigate the
financial capability and/or suitability of all proposed tenants.

75  Lessee as Prior Owner/Qccupant. The warranties made by Lessor in Paragraph
2 shall be of no force or effect if immediately prior to the Start Date Lessee was the owner or
occupant of the Premises. In such event, Lessee shall be responsible for any necessary
corrective work. .

3. Term.

3.1 Term. The Commencement Date, Expiration Date and Original Term of this
Lease are as specified in Paragraph 1.3.

32  Early Possession. If Lessee totally or partially occupies the Premises prior to the
Commencement Date, the obligation to pay Base Rent shall be abated for the period of such
early possession. All other terms of this Lease (including but not limited to the obligations to
pay Real Property Taxes and ingurance premiums and to maintain the Premises) shall, however,
be in effect during such period. Any such early possession shall not affect the Expiration Date.

3.3  Delay In Possession. Lessor agrees to use its best commercially reasonable
efforts to deliver possession of the Premises to Lessee by the Commencement Date. If, despite
said efforts, Lessor is unable to deliver possession by such date, Lessor shall not be subject fo
any liability therefore, nor shall such failure affect the validity of this Lease. Lessee shall not,
however, be obligated to pay Rent or perform its other obligations until Lessor delivers
possession of the Premises and any period of rent abatement that Lessee would otherwise have
enjoyed shall run from the date of delivery of possession and continue for a period equal to what
Lessee would otherwise have enjoyed under the terms hereof, but minus any days of delay
caused by the acts or omissions of Lessee, If possession is not delivered within 60 days after the
Commencement Date, Lessee may, at its option, by notice in writing within 10 days after the end
of such 60 day period, cancel this Lease, in which event the Parties shall be discharged from all
obligations hereunder. If such written notice is not received by Lessor within said 10 day period,



Lessee's right to cancel shall terminate. If possession of the Premises is not delivered within 120
days after the Commencement Date, this Lease chall terminate unless other agreements are
reached between Lessor and Lesses, in writing.

34  Lessee Compliance. Lessor shall pot be required to deliver possession of the
Premises to Lessee until Lessee complies with its obligation to provide evidence of insurance
(Paragraph 8.1). Pending delivery of such evidence, Lessee shall be required to perform all of its
obligations under this Lease from and after the Start Date, including the payment of Rent,
notwithstanding Lessor's election to withhold possession pending receipt of such evidence of
insurance. Further, if Lessee is required to perform any other conditions prior to or concurrent
with the Start Date, the Start Date shall occur but Lessor may elect to withhold possession until
such conditions are satisfied.

4. Rent.

4.1. Rent Defined. All monetary obligations of Lessee to Lessor under the terms of
this Lease (except for the Security Deposit) are deemed to be rent ("Rent™).

42 Payment. Lessee shall cause payment of Rent to be received by Lessor in lawful
money of the United States on or before the day on which it is due, without offset or deduction
(except as specifically permitted in this Lease). Rent for any period during the term hereof which
is for less than one full calendar month shall be prorated based upon the actual number of days of
said month Payment of Rent shall be made to Lessor at its address stated herein or to such other
persons or place as Lessor may from time to time designate in writing. Acceptance of a payment
which is less than the amount then due shall not be a waiver of Lessor's rights to the balance of
such Rent, regardless of Lessor's endorsement of any check so stating. In the event that any
check, draft, or other instrument of payment given by Lessee to Lessor is dishonored for any
reason, Lessee agrees to pay fo Lessor the sum of $25 in addition to any Late Charge and Lessor,
at its option, may require all future payments to be made by Lessee to be by cashier's check.
Payments will be applied first to accrued late charges and attorney's fees, second to accrued
interest, then to Base Rent and Operating Expense Increase, and any remaining amount to any
other outstanding charges or costs.

43  Association Fees. In addition to the Base Rent, Lessee shall pay to Lessor each
month an amount equal to any owner's association or condominium fees levied or assessed
against the Prernises. Said monies shall be paid at the same time and in the same manner as the
Base Rent.

3. Security Deposit. Lessee shall deposit with Lessor upon execution hereof the Security
Deposit as security for Lessee's faithfill performance of its obligations under this Lease. If Lessee
fails to pay Rent, or otherwise Defaults under this Lease, Lessor may use, apply or retain all or
any portion of said Security Deposit for the payment of any amount due Lessor or to reimburse
or compensate Lessor for any liability, expense, loss or damage which Lessor may suffer or incur
by reason thereof. If Lessor uses or applies all or any portion of the Security Deposit, Lessee
shall within 10 days after written request therefore deposit monies with Lessor sufficient to
restore said Security Deposit to the full amount required by this Lease. If the Base Rent increases
during the term of this Lease, Lessee shall, upon written request from Lessor, deposit additional
moneys with Lessor so that the total amount of the Security Deposit shall at all times bear the
same proportion to the increased Base Rent as the initial Security Deposit bore to the initial Base
Rent. Should the Agreed Use be amended to accommodate a material change in the business of



Lessee or to accommodate a sublessee or assignee, Lessor shall have the right to increase the
Security Deposit to the extent necessary, in Lessor's reasonable judgment, to account for any
increased wear and tear that the Premises may suffer as a result thereof. If a change in control of
Lessee accurs during this Lease and following such change the financial condition of Lessee is,
in Lessor's reasonable judgment, significantly reduced, Lessee shall deposit such additional
monies with Lessor as shall be sufficient to cause the Security Deposit to be at a commercially
reasonable level based on such change in financial condition. Lessor shall not be required 1o keep
the Security Deposit separate from its general accounts. Within 14 days after the expiration or
termination of this Lease, if Lessor elects to apply the Security Deposit only to unpaid Rent, and
otherwise within 30 days after the Premises have been vacated pursuant to Paragraph 7.4(c)
below, Lessor shall return that portion of the Security Deposit not used or applied by Lessor. No
part of the Security Deposit shall be considered to be held in trust, to bear interest or to be
prepayment for any monies to be paid by Lessee under this Lease.

6. Use,

6.1  Use. Lessee shall use and occupy the Premises only for the Agreed Use, or any
other legal use which is reasonably comparable thereto, and for no other purpose. Lessee shall
not use or permit the use of the Premises in a manner that is unlawful, creates damage, waste or a
nuisance, or that distrbs occupants of or causes damage to neighboring premises or properties.
Lessor shall not unreasonably withhold or delay its comsent to any written request for a
modification of the Agreed Use, so long as the same will not impair the structural integrity of the
improvements on the Premises or the mechanical or electrical systems therein, and/or is not
significantly more burdensome to the Premises. If Lessor elects to withhold consent, Lessor shall
within 7 days after such request give wriften notification of same, which notice shall include an
explanation of Lessor's objections to the change in the Agreed Use.

6.2 Hazardous Substances.

() Reportable Uses Require Consent. The term "Hazardous Substance™
as used in this Lease shall mean any product, substance, or waste whose presence, use,
mammfacture, disposal, transportation, or release, either by itself or in combination with other
materials expected to be on the Premises, is either: (i) potentially injurious to the public health,
safety or welfare, the environment or the Premises, (i) regulated or monitored by any
governmental authority, or (iii) a basis for potential liability of Lessor to any governmental agency
or third party under any applicable statute or common law theory. Hazardous Substances shall
inciude, but not be limited to, hydrocarbons, petroleum, gasoline, and/or crude oil or any
products, by-products or fractions thereof. Lessee shall not engage in any activity in or on the
Premises which constitutes a Reportable Use of Hazardous Substances without the express prior
written consent of Lessor and timely compliance (at Lessee's expense) with all Applicable
Requirements. "Reportable Use" shall mean (i) the installation or use of any sbove or below
ground storage tank, (i) the generation, possession, storage, use, transportation, or disposal of &
Hazardous Substance that reguires a permit from, or with respect to which a report, notice,
registration or business plan is required fo be filed with, any governmental suthority, and/or (iti)
the presence at the Premises of a Hazardous Substance with respect to which any Applicable
Requirements requires that a notice be given to persons entering or occupying the Premises or
neighboring properties. Notwithstanding the foregoing, Lessee may use any ordinary and
customary materials reasonably required to be used in the normal course of the Agreed Use,
ordinary office supplies (copier toner, liquid paper, glue, etc.) and common household cleaning
materials, so long as such use is in compliance with all Applicable Requirements, is not a



Reportable Use, and does not expose the Premises or neighboring property to any meaningful
risk of contamination or damage or expose Lessor to any liability therefore. In addition, Lessor
may condition its consent to any Reportable Use upon receiving such additional assurances as
Lessor reasonably deems necessary fo protect ifself, the public, the Premises and/or the
environment against damage, contamination, injury and/or lisbility, including, but not limpited to,
fhe installation (and removal on or before Lease expiration or termination) of protective
modifications (such as concrete encasements) and/or increasing the Security Deposit.

()  Duty to Inform Lessor. i Lessee knows, or has reasonable cause to
believe, that a Hazardous Substance has come to be located in, on, under or about the Premises,
other than as previously consented to by Lessor, Lessee shall immediately give written notice of
such fact to Lessor, and provide Lessor with a copy of amy report, notice, claim or other
documentation which it has concerning the presence of such Hazardous Substance.

(c)  Lessee Remediation. Lessee shall not cause or permit any Hazardous
Substance to be spilled or released in, on, under, or about the Premises (including through the
plumbing or sanitary sewer system) and shall promptly, at Lessee's expense, comply with all
Applicable Requirements and take all investigatory and/or remedial action reasonably
recommended, whether or not formally ordered or required, for the cleanup of any
contamination of, and for the maintenance, security and/or monitoring of the Premises or
neighboring properties, that was caused or materially contributed to by Lessee, or pertaining to
or involving any Hazardous Substance brought onto the Premises during the term of this Lease,
by or for Lessee, or any third party.

(@)  Lessee Indemnification. Lessee shall indemnify, defend and hold Lessor,
its agents, employees, lenders and ground lessor, if any, harmless from and against any and all
loss of rents and/or damages, lisbilities, judgments, claims, expenses, penalties, and attorneys’
and consultants' fees arising out of or involving any Hazardous Substance brought onto the
Premises by or for Lessee, or any third party (provided, however, that Lessee shall have no
liability under this Lease with respect to underground migration of any Hazardous Substance
under the Premises from adjacent properties not caused or contribufed to by Lessee). Lessee's
obligations shall include, but not be limited to, the effects of any contamination or injury to
person, property or the environment created or suffered by Lessee, and the cost of investigation,
removal, remediation, restoration and/or abatement, and shall survive the expiration or
termination of this Lease. No termination, cancellation or release agreement entered into by
Lessor and Lessee shall release Lessee from its obligations under this Lease with respect to
Hazardous Substances, unless specifically so agreed by Lessor in writing at the time of such
agreement.

(¢)  Lessor Indemnification. Lessor and its successors and assigns ghall
indemnify, defend, reimburse and hold Lessee, its employees and lenders, harmless from and
against any and all environmental damages, including the cost of remediation, which result from
Hazardous Substances which existed on the Premises prior to Lessee's occupancy or which are
caused by the gross megligence or willful misconduct of Lessor, ifs agents or employees.
Lessor's obligations, as and when required by the Applicable Requirements, shall include, but
not be limited to, the cost of investigation, removal, remediation, restoration and/or abatement,
and shall survive the expiration or tezmination of this Lease.

® Investigations and Remediations. Lessor shall retain the responsibility
and pay for any investigations or remediation measures required by govermmental entities



having jurisdiction with respect to the existence of Hazardous Substances on the Premises prior
to Lesses's occupancy, unless such remediation measure is required as a result of Lessee's use
(including "Alterations", as defined in paragraph 7.3(a) below) of the Premises, in which event
Tessee shall be responsible for such payment. Lessee shall cooperate fully in any such activities
at the request of Lessor, including allowing Lessor and Lessor's agents to have reasonable
access to the Premises at reasonable times in order to carry out Lessor's investigative and
remedial responsibilities.

(g)  Lessor Termination Option. If a Hazardous Substance Condition (see
Paragraph 9.1(e)) occurs during the term of this Leass, unless Lessee is legally responsible
therefore (in which case Lessee shall make the investigation and remediation thereof required by
the Applicable Requirements and this Lease shall continue in full force and effect, but subject to
Lessor's rights under Paragraph 6.2(d) and Paragraph 13), Lessor may, at Lessor's option, either
(i) investigate and remediate such Hazardous Substance Condition, if required, as soon ag
reasonably possible at Lessor's expense, in which event this Lease shall confinue in full force
and effect, or (ii) if the estimated cost to remediate such condition exceeds 12 times the then
monthly Base Rent or $100,000, whichever is greater, give written notice to Lessee, within 30
days after receipt by Lessor of knowledge of the occurrence of such Hazardons Substance
Condition, of Lessor's desire to terminate this Lease as of the date 60 days following the date of
such notice. In the event Lessor elects to give a termination notice, Lessee may, within 10 days
thereafter, give written notice to Lessor of Lessee's commitment to pay the amount by which the
cost of the remediation of such Hazardous Substance Condition exceeds an amount equal to 12
times the then monthly Base Rent or $100,000, whichever is greater. Lessee shall provide
Lessor with said funds or satisfactory assurance thereof within 30 days following such
commitment. In such event, this Lease shall continue in full force and effect, and Lessor shall
proceed to make such remediation as soon as reasonably possible after the required funds are
available.  Lessee does pot give such notice and provide the required funds or assurance
thereof within the time provided, this Lease shall terminate as of the date specified in Lessor's
notice of texmination.

6.3 Lessee's Compliance with Applicable Requirements. Except as otherwise
provided in this Lease, Lessee shall, at Lessee's sole expense, fully, diligently and in a fimely
manner, materially comply with all Applicable Requirements, the requirements of any
applicable fire insurance underwriter or rating bureau, and the recommendations of Lessor's
engineers and/or consultants which relate in any manner to the such Requirements, without
regard to whether such Requirements are now in effect or become effective after the Start Date.
Lessee shall, within 10 days afier receipt of Lessor's written request, provide Lessor with copies
of all permits and other documents, and other information evidencing Lessee's compliance with
any Applicable Requirements specified by Lessor, and shall immediately upon receipt, notify
Lessor in writing (with copies of any documents involved) of any threatened or actual claim,
notice, citation, warning, complaint or report pertaining to or involving the failure of Lessee or the
Premises to comply with any Applicable Requirements.

6.4  Tuspection; Compliance. Lessor and Lessor's "Lender™ (as defined in Paragraph
30) and consultants shall have the right to enter info Premises at any time, in the case of an
emergency, and otherwise at reasonable times after reasonsble notice, for the purpose of
inspecting the condition of the Premises and for verifying compliance by Lessee with this Lease.
The cost of any such inspections shall be paid by Lessor, unless a violation of Applicable
Requirements, or a Hazardous Substance Condition (see paragraph 9.1) is found to exist or be



imminent, or the inspection is requested or ordered by a governmental authority. In such case,
Lessee shall upon request reimburse Lessor for the cost of such inspection, so long as such
inspection is reasonably related to the violation or contamination. In addition, Lessee shall
provide copies of all relevant material safety data sheets (MSDS) to Lessor within 10 days of the
receipt of a written request therefore.

7. Maintenance; Repairs, Utility Installations; Trade Fixtures and Alterations.

7.1 Lessee's Obligations.

(2)  In General. Subject to the provisions of Paragraph 2.2 (Condition), 2.3
(Compliance), 6.3 (Lessee's Compliance with Applicable Requirements), 7.2 (Lessor's
Obligations), 9 (Damage or Destruction), and 14 (Condernnation), Lessee shall, at Lessee's sole
expense, keep the Premises, Utility Installations (intended for Lessee's exclusive use, no matter
where located), and Alterations in good order, condition and repair (whether or not the portion
of the Premises requiring repairs, or the means of repairing the same, are reasonably or readily
accessible fo Lesses, and whether or not the need for such repairs ocours as a result of Lessee's
use, any prior use, the elements or the age of such portion of the Premises), including, but not
limited to, all equipment or facilities, such as plumbing, HVAC equipment, electrical, lighting
facilities, boilers, pressure vessels, fire protection system, fixtures, walls (interior and exterior),
foundations, ceilings, roofs, roof draeinage systems, floors, windows, doors, plate glass,
skylights, landscaping, driveways, parking lots, fences, retaining walls, signs, sidewalks and
parkways Jocated in, on, or adjacent to the Premises. Lessee, in keeping the Premises in good
order, condition and repair, shall exercise and perform good maintenance practices, specifically
including the procurement and maintenance of the service contracts required by Paragraph
7.1(b) below. Lessee's obligations shall include restorations, replacements or renewals when
necessary to keep the Premises and all improvements thereon or a part thereof in good order,
condition and state of repair. Lessee shall, during the term of this Lease, keep the exterior
appearance of the Building in a first-class condition (including, e.g. graffiti removal) consistent
with the exterior appearance of other similar facilities of comparable age and size in the vicinity,
including, when necessary, the exterior repainting of the Building.

(b)  Service Coniracts. Lessee shall, at Lessee's sole expense, procure and
maintain contracts, with copies to Lessor, in customary form and substance for, and with
contractors specializing and experienced in the maintenance of the following equipment and
improvements, if any, if and when installed on the Premises: (i) HVAC equipment, (i) boiler,
and pressure vessels, (iii) fire extinguishing systems, including fire alarm and/or smoke
detection, (iv) landscaping and irrigation systems, (v) roof covering and drains, (vi) clarifiers
(vif) basic utility feed to the perimeter of the Building, and (viil) any other equipment, if
reasonably required by Lessor. However, Lessor reserves the right, upon notice to Lessee, to
procure apd maintain any or all of such service contracts, and if Lessor so elects, Lessee shall
reimburse Lessor, upon demand, for the cost thereof.

(¢)  Failure to Perform. If Lessee fails to perform Lessee's obligations under
this Paragraph 7.1, Lessor may enter tpon the Premises after 10 days' prior written notice to
Lessee (except in the case of an emergency, in which case no notice shall be required), perform
such obligations on Lessee's behalf, and put the Premises in good order, condition and repair, and
Lessee shall promptly pay to Lessor a sum equal to 115% of the cost thereof.



(@)  Replacement. Subject to Lessee's indemnification of Lessor as set forth
in Paragraph 8.7 below, and without relieving Lessee of Hability resulting from Iessee’s failure
to exercise and perform good maintenance practices, if an item described in Paragraph 7.1(b)
cannot be repaired other than af a cost which is in excess of 50% of the cost of replacing such
item, then such item shall be replaced by Lessor, and the cost thereof shall be prorated between
the Parties and Lessee shall only be obligated to pay, each month during the remainder of the
term of this Lease, on the date on which Base Rent is due, an amount equal to the product of
mmultiplying the cost of such replacement by a fraction, the numerator of which is one, and the
denominator of which is 144 (i.e. 1/144th of the cost per month), Lessee shall pay interest on the
unamortized balance at a rate that is commercially reasonable in fthe judgment of Lessor's
accountants. Lessee may, however, prepay its obligation at any time.

72 Lessor's Obligations. Subject to the provisions of Paragraphs 2.2 (Condition),
2.3 (Compliance), 9 (Damage or Destruction) and 14 (Condemnation), it is intended by the
Parties hereto that Lessor have no obligation, in any manner whatsoever, to repair and maintain
the Premises, or the equipment therein, all of which obligations are intended to be that of the
{.essee. It is the intention of the Parties that the terms of this Lease govern the respective
obligations of the Parties as to maintenance and repair of the Premises, and they expressly waive
the benefit of any statute now or hereafter in effect to the extent it is inconsistent with the terms

of this Lease.
7.3 Utility Installations; Trade Fixtures; Alterations.

(=) Definitions. The term "Utility Imstallations" refers to all floor and
window coverings, air and/or vacuum lines, power panels, electrical distribution, security and
fire protection systems, communication cabling, lighting fixtures, HVAC equipment, phumbing,
and fencing in or on the Premises. The term "Trade Fixtures" shall mean Lessee's machinery
and equipment that can be removed without doing material damage to the Premises. The term
" Alterations” shall mean any modification of the improvements, other than Utility Installations
or Trade Fixtures, whether by addition or deletion. " Lessee Owned Alterations and/or Utility
Installations " are defined as Alterations and/or Utility Installations made by Lessee that are
not yet owned by Lessor pursuant to Paragraph 7.4(a).

(b) Consent. Lessee shall not make any Alterations or Utility Installations to
the Premises without Lessor's prior written consent. Lessee may, however, make non-structural
Utility Installations to the interior of the Premises (excluding the roof) without such consent but
upon notice to Lessor, as long as they are not visible from the outside, do not involve puncturing,
relocating or removing the roof or any existing walls, will not affect the electrical, plumbing,
HVAG, and/or life safety systems, and the cumulative cost thereof during this Lease as extended
does not exceed a sum equal to 3 month's Base Rent in the aggregate or a sum equal to one
rmonth's Base Rent in any one year. Notwithstanding the foregoing, Lessee shall not make or
permit any roof penetrations and/or install anything on the roof without the prior written
approval of Lessor. Lessor may, as a precondition to granting such approval, require Lessee to
uilize a confractor chosen and/or approved by Lessor. Any Alterations or Utility Installations
that Lessee shall desire to make and which require the consent of the Lessor shall be presented
to Lessor in written form with detailed plans. Consent shall be deemed conditioned upon
Lessee's: (i) acquiring all applicable governmental permits, (if) furnishing Lessor with copies of
both the permits and the plans and specifications prior to commencement of the work, and (fif)
comphiance with all conditions of said permits and other Appliceble Requirements in a prompt
and expeditious manner. Any Alterations or Utility Installations shall be performed in a



workmenlike manner with good and sufficient materials. Lessee shail promptly upon
completion furnish Lessor with as-built plans and specifications. For work which costs an
amount in excess of one month's Base Rent, Lessor may condition its consent upon Lessee
providing a lien and completion bond in an amount equal to 150% of the estimated cost of such
‘Alteration or Utility Instatlation and/or upon Lessee's posting an additional Security Deposit

with Lessor.

(©) Liens; Bonds, Lessee shall pay, when due, all claims for labor or
materials furnished or alleped to have been furnished to or for Lessee at or for use on the
Premises, which claims are or may be secured by any mechanic's or materiaimen's lien against
the Prernises or any interest therein. Lessee shall give Lessor not less than 10 days notice prior fo
the commencement of any work in, on or about the Premises, and Lessor shall have the right to
post notices of non-responsibility. If Lessee shall contest the validity of any such Hen, claim or
demand, then Lessee shall, at ifs sole expense defend and protect itself, Lessor and the Premises
against the same and shall pay and satisfy any such adverse judgment that may be rendered
fhereon before the enforcement thereof. If Lessor shall require, Lessee shall furnish a surety bond
in an amount equal to 150% of the amount of such contested lien, claim or demand,
indemnifying Lessor against liability for the same. If Lessor elects to participate in any such
action, Lessee shall pay Lessor's attorneys' fees and costs.

7.4 Ownership; Removal; Surrender; and Restoration.

(a) Ownership. Subject to Lessor's right to require removal or elect
ownership as hereinafter provided, all Alterations and Utility Installations made by Lessee shall
be the property of Lesses, but considered a part of the Premises. Except as otherwise provided in
writing, Lessor may, at any time, elect in writing to be the owner of all or any specified part of
the Lessee Owned Alterations and Utility Installations. Unless otherwise instructed per
paragraph 7.4(b) hereof, all Lessee Owned Alterations and Utility Installations shall, at the
expiration or termination of this Lease, become the property of Lessor and be swrrendered by
Lessee with the Premises.

()  Removal By delivery to Lessee of written notice from Lessor not earlier
than 90 and not later than 30 days prior to the end of the term of this Lease, Lessor may require
that any or all Lessee Owned Alterations or Utility Installations be removed by the expiration or
termination of this Lease. Lessor may require the removal at any time of all or any part of any
Tesses Owned Alterations or Utility Installations made without the required consent.

()  Surrender; Restoration. Lessee sball surrender the Premises by the
Expiration Date or any earlier termination date, with all of the improvements, parts and surfaces
thereof broom clean and free of debris, and in good operating order, condition and state of repair,
ordinary wear and tear excepted. "Ordinary wear and tear" shall not include any damege or
deterioration that would have been prevented by good maintenance practice. Notwithstanding the
foregoing, if this Lease is for 12 months or less, then T.essee shall surrender the Premises in the
same condition as delivered to Lessee on the Start Date with NO allowance for ordinary wear
and tear. Lessee shall repair any damage occasioned by the instellation, maintenance or removal
of Trade Fixtures, Lessee owned Alterations and/or Utility Installations, furpishings, and
equipment as well as the removal of any storage tank installed by or for Lessee. Lessee shall
completely remove from the Premises any and all Hazardous Substances brought onto the
Premises by or for Lessee, or any third party (except Hazardous Substances which were deposited
via underground migration fom areas outside of the Premises, or if applicable, the Project) even



if such removal would require Lessee to perform or pay for work that exceeds statutory
requirements. Trade Fixtures shall remain the property of Lessee and shall be removed by
Lessee. Any personal property of Lessee not removed on or before the Expiration Date or any
earlier termination date shall be deemed to have been abandoned by Lessee and may be disposed
of or retained by Lessor as Lessor may desize. The failure by Lessee to timely vacate the
Premises pursuant to this Paragraph 7.4(c) without the express written consent of Lessor shall
constitute & holdover under the provisions of Paragraph 26 below.

8. Insurance; Indemnity.

8.1 Payment For Imsurance. Lessee shall pay for all insurance required under
Paragraph 8 except to the extent of the cost attributable to Hability insurance camried by Lessor

under Paragraph 8.2(b).
8.2 Liability Insurance.

(2) Carried by Lessee. Lessor acknowledges that Lessee is a self-insured public
entity. Lessee shall provide a letter of self-insurance stating that Lessee’s self-insurance program
adequately protects against claims arising out of the performance of this including claims for
bodily injury, personal injury and property damage based upon or arising out of the ownership,
use, occupancy or maintenance of the Premises and all areas appurtenant thereto. Lessee’s failure
to provide evidence of self-insurance or insurance as required in this Lease shall constitute a
material breach of contract and is grounds for termination of this Lease. Self-insurance shall be
on an oceurrence basis providing single limit coverage in an amount not less than $1,000,000 per
occurrence with an annual aggregate of not less than $2,000,000. The limits of said insurance
shall not, however, limit the liability of Lessee nor relieve Lessee of any obligation hereunder,
All insurance carried by Lessee shall be primary to and not contributory with any similar
insurance carried by Lessor, whose insurance shall be considered excess insurance only.

(b)Carried by Lessor. Lessor shall maintain liability insurance as described in
Peragraph 8.2(a), in addition to, and not in ieu of, the insurance required to be maintained by
Iessee. Lessee shall not be named as an additional insured therein.

8.3 Property Insurance - Building, Improvements and Rental Value,

(2)  Building and Improvements. The Lessee shall obtain and keep in force a
policy or policies with Lessor and any Lender named as loss payee. The amount of such
insurance shall be equal to the full replacement cost of the Premises, as the same shall exist from
time to time, or the amount required by any Lender, but in no event more than the commercially
reasonable and available insurable value thereof. If the coverage is available and commercially
appropriate, such policy or policies shall insure against all risks of direct physical loss or damage
(except the perils of flood and/or earthquake), including coverage for debris removal and the
enforcement of any Applicable Requirements requiring the up grading, demolition, reconstruction
or replacement of any portion of the Premises as the result of a covered loss. Said policy or
policies shall contain an inflation guard protection causing an increase in the annual property
insurance coverage amount by the inflation factor utilized by the Lessor’s property insurer. The
deductible amount shall not exceed $100,000 per occurrence, and Lessee shall be liable for such

deductible amount in the event of an Insured Loss.



(b)Rental Value. The Lessee shell obtain and keep in force a policy with loss
payable to Lessor and any Lender, insuring the loss of the full Rent for one year. Said insurance
shall be adjusted annually to reflect the projected Rent otherwise payable by Lessee, for the next
12 month period. Lessee shall be liable for any deductible amount in the event of such loss.

(c)Adjacent Premises. If the Premises are part of a larger building, or of a group
of buildings owned by Lessor which are adjacent to the Premises, the Lessee shall pay for any
increase in the premiums for the property insurance of such building or buildings if said increase
is caused by Lessee's acts, omissions, use or occupancy of the Premises.

g.4 Lessee's Property; Business Inferruption Insurance.

(2) Property Damage. Lessee shall obtain and maintain insurance coverage on all
of Lessee's personal property, Trade Fixtures, and Lessee Owned Alterations and Utility
Installations. Such insurance shall be full replacement cost coverage with a deductible of not to
exceed $100,000 per occurrence. The proceeds from any such insurance shall be used by Lessee
for the replacement of personal property, Trade Fixtures and Lessee Owned Alterations and
Utility Installations. Lessee shall provide Lessor with written evidence that such insurance is in

force.

(b)Business Interruption. Lessee shall obtain and maintain loss of income and
extra expense ipsurance in amounts as will reimburse Lessee for direct or indirect loss of
earnings attributable to all perils commonly insured against by prudent lessees in the business of
Lessee or attributable to prevention of access to the Premises as a result of such perils.

(c)No Representation of Adequate Coverage. Lessor makes no representation
that the limits or forms of coverage of insurance specified herein are adequate to cover Lessee's
property, business operations or obligations under this Lease.

85  TInsurance Policies. Insurance required herein shall be by companies duly
licensed or admitted fo transact business in the state where the Premises are located, and
maintaiming during the policy term a "General Policyholders Rating" of at least B+, V, as set
forth in the most current issue of "Best's Insurance Guide", or such other rating as may be
required by a Lender. Lessee shall not do or permit to be done anything which invalidates the
required insurance policies. Lessee shall, prior to the Start Date, deliver to Lessor certificates
evidencing the existence and amounts of the required insurance. No such policy shall be
cancelable or subject to modification except after 30 days prior written notice fo Lessor. If either
Party shall fail to procure and maintain the insurance required to be carried by it, the other Party
may, but shall not be required to, procure and maintain the same.

8.6  Waiver of Subrogation. Without affecting any other rights or remedies, Lessee
and Lessor each hereby release and relieve the other, and wajve their entire right to recover
damages against the other, for loss of or damage to its property arising out of or incident to the
perils required to be insured against herein. The effect of such releases and waivers is not limited
by the amount of insurance carried or required, or by any deductibles applicable hereto.

87  Indemmity. Bxcept for Lessor's gross negligence or willful misconduct, Lessee
shall indemnify, protect, defend and hold harmless the Premises, Lessor and its agents, Lessor's
master or ground lessor, partners and Lenders, from and against any and all clairus, loss of rents
and/or damages, liens, judgments, penalties, attorneys' and consultants' fees, expenses and/or



lighilities arising out of, involving, or in connection with, the use and/or occupancy of the
Premises by Lessee. If any action or proceeding is brought against Lessor by reason of any of the
foregoing matters, Lessee shall upon notice defend the same at Lessee's expense by counsel
reasonably satisfactory to Lessor and Lessor shall cooperate with Lessee in such defense. Lessor
need not have first paid any such claim in order to be defended or indemnified.

8.8 Exemption of Lessor from Liability. Lessor shall not be liable for injury or
damage to the person or goods, wares, merchandise or other property of Lessee, Lessee's
employees, contractors, invitees, customers, or any other person in or about the Premises, whether
such damage or injury is caused by or resulis from fire, steam, electiicity, gas, water or rain, Or
from the breakage, leakage, obstruction or other defects of pipes, fire sprinklers, wires,
appliances, plumbing, FIVAC or lighting fixtures, or from any other cause, whether the said
injury or damage results from conditions arising upon the Premises or upon other portions of the
building of which the Premises are a past, or from other sources or places. Lessor shall not be
liable for any damages arising from any act or neglect of any other tenant of Lessor nor from the
failure of Lessor to enforce the provisions of any other lease in the Project. Notwithstanding
Lessor's negligence or breach of this Lease, Lessor shall under no circumstances be liable for
injury to Lessee's business or for any loss of income oz profit therefrom.

80  Failure to Provide Insurance. Lesses acknowledges that any failure on its part
to obtain or maintain the insurance required herein will expose Lessor to risks and potentially
cause Lessor fo incur costs not conternplated by this Lease, the extent of which will be extremely
difficult to ascertain. Accordingly, for any month or portion thereof that Lessee does not
maintain the required insurance and/or does not provide Lessor with the required binders or
certificates evidencing the existence of the required insurance, the Base Rent shall be
automatically increased, without any requirement for potice to Lessee, by an amount equal to
10% of the then existing Base Rent or $100, whichever is greater. The parties agree that such
increase in Base Rent represents fair and reasonable compensation for the additional risk/ costs
that Lessor will incur by reason of Lessee's failure to maintain the required insurance. Such
inicrease in Base Rent shall in no event constitute a waiver of Lessee's Default or Breach with
respect to the failure to maintain such insurance, prevent the exercise of any of the other rights and
remedies granted hereunder, nor relieve Lessee of its obligation to maintain the insurance
specified in this Lease.

9. Damage or Destraction.
9.1 Definitions.

(2) "Premises Partial Damage" shall mean damage or destruction to the
improvements on the Premises, other than Lessee Ovwned Alterations and Utility Installations,
which can reasonably be repaired in 6 months or less from the date of the damage or destruction.
Lessor shall notify Lessee in writing within 30 days from the date of the damage or destruction
as to whether or not the damage is Partial or Tofal.

(6) "Premises Total Destruction" shall mean damage or destruction to the
Premises, other than Lesses Owned Alterations and Utility Installations and Trade Fixtures,
which cannot reasonably be repaired in 6 months or less from the date of the damage or
destruction. Lessor shall notify Lessee in writing within 30 days from the date of the damage or
destruction as to whether or not the damage is Partial or Total.

!
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(c) "Insured Loss" shall mean damage or destruction to improvements on
the Premises, other than Lessee Owned Alterations and Utility Installations and Trade Fixtures,
which was caused by an event required to be covered by the insurance described in Paragraph &,
irrespective of any deductible amounts or coverage limnits involved.

(d) "Replacement Cost" shall mean the cost to repair or rebuild the
jmprovements owned by Lessor at the time of the occumrence to their condition exisfing
immediately prior thereto, including demolition, debris removal and upgrading required by the
operation of Applicable Requirements, and without deduction for depreciation.

(e) "Hazardous Substance Condition" shall mean the occwrence or
discovery of a condition involving the presence of, or a contamination by, a Hazardous
Substance as defined in Paragraph 6.2(g), in, on, or under the Premises which requires repair,
remediation, or restoration.

9.2  Partial Damage - Insured Loss. If a Premises Partial Damage that is an Insured
Loss occurs, then Lessor shall, at Lessor's expense, repair such damage (but not Lessee's Trade
Fixtures or Lesses Owned Alterations and Utility Installations) as soon as reasonably possible
and this Lease shall continue in full force and effect; provided, however, that Lessee shall, at
Lessor's election, make the repair of any damage or destruction the total cost to repair of which is
$10,000 or less, and, in such event, Lessor shall make any applicable insurance proceeds
available to Lessee on a reasonable basis for that purpose. Notwithstanding the foregoing, if the
required insurance was not in force or the insurance proceeds are not sufficient to effect such
repair, the Insuring Party shall promptly contribute the shortage in proceeds (except as to the
deductible which is Lessee's responsibility) as and when required to complete said repairs. In the
event, however, such shortage was due to the fact that, by reason of the unique nature of the
improvements, full replacement cost insurance coverage was not commercially reasonable and
available, Lessor shall have no obligation to pay for the shortage in insurance proceeds or to
fully restore the unique aspects of the Premises unless Lessee provides Lessor with the funds to
cover same, or adequate assurance thereof, within 10 days following receipt of written notice of
such shortage and request therefore. If Lessor receives said funds or adequate assurance thereof
within said 10 day period, the party responsible for maling the repairs shall complete them as
soon as reasonably possible and this Lease shall remain in full force and effect. If such funds or
assurance are not received, Lessor may nevertheless elect by written notice to Lessee within 10
days thereafter to: (i) make such restoration and repair as is commercially reasonable with Lessor
paying any shortage in proceeds, in which case this Lease shall remain in full force and effect, or
(i) have this Lease terminate 30 days thercafier. Lessee shall not be entitled to reimbursement of
any funds contributed by Lessee to repair any such damage or destruction. Premises Partial
Damage due to flood or earthquake shall be subject to Paragraph 9.3, notwithstanding that there
may be some insurance coverage, but the net proceeds of any such insurance shall be made
available for the repairs if made by either Party.

9.3  Partial Damage - Uninsured Loss. If a Premises Partial Damage that is not an
Tnsured Loss occurs, unless caused by a negligent or willful act of Lessee (in which event Lessee
shall make the repairs at Lessee's expense), Lessor may either: (i) repair such damage as soon as
reasonably possible at Lessor's expense, in which event this Lease shall continue in full force and
effect, or (ii) terminate this Lease by giving written notice to Lessee within 30 days after receipt
by Lessor of knowledge of the occurrence of such damage. Such termination shall be effective
60 days following the date of such notice. In the event Lessor elects to terminate this Lease,
Lessee shall have the right within 10 days after receipt of the termination notice to give written



notice to Lessor of Lessee's commitment to pay for the repair of such damage without
reimbursement from Lessor. Lessee shall provide Lessor with said funds or satisfactory
assurance thereof within 30 days after making such commitment. In such event this Lease shall
contipue in full force and effect, and Lessor shall proceed to make such repairs as soon as
reasonably possible after the required funds are available. If Lessee does not make the required
commitment, this Lease shall terminate as of the date specified in the termination notice.

9.4 Total Destruction. Notwithstanding any othier provision hereof, if a Premises
Total Destruction occurs, this Lease shall terminate 60 days following such Destruction. If the
damage or destruction was caused by the gross negligence or willful misconduct of Lessee,
Lessor shall have the right to recover Lessor's damages from Lessee, except as provided in

Paragraph 8.

9.5 Damage Near End of Term. If at any time during the last 6 months of this Lease
there is damage for which the cost to repair exceeds one month's Base Rent, whether or not an
Tnsured Loss, Lessor may terminate this Lease effective 60 days following the date of occurrence
of such damage by giving a written termination notice to Lessee within 30 days afier the date of
occurrence of such damage. Notwithstanding the foregoing, if Lessee at that time has an
exercisable option to’ extend this Lease or to purchase the Premises, then Lessee may preserve
this Lease by, (a) exercising such option and (b) providing Lessor with any shortage in insurance
proceeds (or adequate assurance thereof) needed to make the repairs on or before the earlier of (i)
the date which is 10 days after Lessee's receipt of Lessor's written notice purporting to terminate
this Lease, or (if) the day prior to the date upon which such option expires. If Lessee duly
exercises such option during such period and provides Lessor with funds (or adequate assurance
thereof) to cover any shortage in insurance proceeds, Lessor shall, at Lessor's commercially
reasonzble expense, repair such damage as soon as reasonably posgible and this Lease shall
continue in full force and effect. If Lessee fails to exercise such option and provide such funds or
assurance during such period, then this Lease shall terminate on the date specified in the
termipation notice and Lessee's option shall be extinguished.

96  Abatement of Rent; Lessee's Remedies.

(a) Abatement. In the event of Premises Partial Damage or Premises Total
Destruction or a Hazardous Substance Condition for which Lessee is not responsible under this
Lease, the Rent payable by Lessee for the period required for the repair, remediation or
restoration of such damage shall be abated in proportion to the degree to which Lessee's use of
the Premises is impaired, but not to exceed the proceeds received from the Rental Value
insurance. All other obligations of Lessee hereunder shall be performed by Lessee, and Lessor
shall have no liability for any such damage, destruction, remediation, repair or restoration except
as provided herein.

(b)  Remedies. If Lessor shall be obligated to repaif or restore the Premises
and does not commence, in a substantial and meaningfill way, such repair or restoration within
90 days after such obligation shall accrue, Lessee may, at any time prior to the commencement
of such repair or restoration, give written notice to Lessor and to any Lenders of which Lessee
has actual notice, of Lessee's election to terminate this Lease on a date not less than 60 days
following the giving of such notice. If Lessee gives such notice and such repair or restoration is
not commenced within 30 days thereafter, this Lease shall terminate as of the date specified in
said notice. If the repair or restoration is commenced within such 30 days, this Lease shall
confinue in fill force and effect. "Commence” shall mean either the unconditional authorization



of the preparation of the required plans, or the beginning of the actual work on the Premises,
whichever first occurs.

9.7 Termination; Advance Payments. Upon termination of this Lease pursuant to
Paragraph 6.2(g) or Paragraph 9, an equitable adjustment shall be made conceming advance
Bease Rent and any other advance payments made by Lessee to Lessor. Lessor shall, in addition,
retun to Lessee so much of Lessee's Security Deposit as has not been, or is not then required to

be, used by Lessor.

9.8  Waive Staturtes, Lessor and Lessee agree that the terms of this Lease shall govern
the effect of any damage to or destruction of the Premises with respect to the termination of this
Lease and hereby waive the provisions of any present or future stafute to the extent inconsistent

herewith.
10.  Real Property Taxes.

10.1 Definition. As used herein, the term ""Real Property Taxes" shall include any
form of assessment; real estate, general, special, ordinary or extraordinary, or rental levy or fax
(other than inheritance, personal income or estate taxes); improvement bond; and/or license fee
imposed upon or levied against any legal or equitable interest of Lessor in the Premises or the
Project, Lessor's right to other income therefrom, and/or Lessor's business of leasing, by any
anthority having the direct or indirect power fo tax and where the funds are generated with
reference fo the Building address and where the proceeds so generated are to be applied by the
city, county or other local taxing authority of a jurisdicion within which the Premises are
located. Real Property Taxes shall also include any tax, fee, levy, assessment or charge, or any
increase therein: (i) imposed by reason of events occurring during the term of this Lease,
including but not limited to, 2 change in the ownership of the Premises, and (ii) levied or
assessed on machinery or equipment provided by Lessor to Lessee pursnant to this Lease.

10.2 Payment of Taxes. In addition to Base Rent, Lessee shall pay to Lessor an
amount equal to the Real Property Tax installment due at least 20 days prior to the applicable
delinquency date. If any such installment shall cover any period of time prior to or after the
expiration or termination of this Lease, Lessee's share of such installment shall be prorated. In
the event Lessee incurs a late charge on any Rent payment, Lessor may estimate the current
Real Property Taxes, and require that such taxes be paid in advance to Lessor by Lesses
monthly in advance with the payment of the Base Rent. Such monthly payments shall be an
amount equal to the amount of the estimated installment of taxes divided by the number of
months remaining before the month in which said installment becomes delinquent. When the
actual amount of the applicable tax bill is kmown, the amount of such equal monthly advance
payments shall be adjusted as required to provide the funds needed fo pay the applicable taxes.
If the amount collected by Lessor is insufficient to pay such Real Property Taxes when due,
Lessee shall pay Lessor, upon demand, such additional sum as is necessary. Advance payments
may be intermingled with other moneys of Lessor and shall not bear interest. In the event of a
Breach by Lessee in the performance of its obligations under this Lease, then any such advance
payments may be treated by Lessor as an additional Security Deposit.

10.3  Joint Assessment. If the Premises are not separately assessed, Lessee's liability
shall be an equitable proportion of the Real Property Taxes for all of the land and improvements
included within the tax parcel assessed, such proportion to be conclusively determined by



Lessor from the respective valuations assigned in the assessor's work sheets or such other
information as may be reasonably available.

10.4 Persomal Property Taxes, Lessee shall pay, prior to delinquency, all taxes
assessed against and levied upon Lessee Owned Alterations, Utility Installations, Trade
Fixtures, furnishings, equipment and all personal property of Lessee. When possible, Lessee
shall cause its Lessee Owned Alterations and Utility Installations, Trade Fixtures, furnishings,
equipment and all other personal property to be assessed and billed separately from the real
property of Lessor. If any of Lessee's said property shall be assessed with Lessor's real property,
Lessee shall pay Lessor the taxes attributable to Lessee's property within 10 days after receipt of
a written staternent setting forth the taxes applicable to Lessee's property.

11, Utilities and Services. Lessee shall pay for all water, gas, heat, light, power, telephone,
trash disposal and other ntilities and services supplied to the Premises, together with any taxes
thereon. If any such services are not separately metered or billed to Lessee, Lessee shall pay a
reasonable proportion, to be determined by Lessor, of all charges jointly metered or billed.
There shall be no abatement of rent and Lessor shall not be liable in any respect whatsoever for
the inedequacy, stoppage, interruption or discontinuance of any utility or service due to riot,
strike, labor dispute, breakdown, accident, repair or other cause beyond Lessor's reasonsble
control or in cooperation with governmental request or directions.

12.  Assignment and Subletting.
12.1  Lessor's Consent Required.

(a) Lessee shall not voluntarily or by operation of law assign, transfer,

mortgage or encumber (collectively, "assign or assignment") or sublet all or any part of
Tessee's interest in this Lease or in the Premises without Lessor's prior written consent,

(b)  An assignment or subletting without consent shall, at Lessor's option, be a
Default curable after notice per Paragraph 13.1(c), or a noncurable Breach without the necessity
of any notice and grace period. If Lessor elects to treat such unapproved assignment or subletting
as a noncurable Breach, Lessor may either; (i) terminate this Lease, or (ii) upon 30 days written
notice, increase the monthly Base Rent to 110% of the Base Rent then in effect. Further, in the
event of such Breach and rental adjustment, (i) the purchase price of any option o purchase the
Premises held by Lessee shall be subject to similar adjustment to 110% of the price previously in
effect, and (if) all fixed and non-fixed rental adjustments scheduled during the remainder of the
Lease term shall be increased to 110% of the scheduled adjusted rent.

(©) Lessee's remedy for any breach of Paragraph 12.1 by Lessor shall be
timited to compensatory damages and/or injunctive relief.

12.2  Terms and Conditions Applicable to Assignment and Subletting.

(a)  Regardless of Lessor's consent, no assignment or subletting shall: (i) be
effective without the express written assumption by such assignee or sublessee of the obligations
of Lessee under this Lease, (ii} release Lessee of any obligations hereunder, or (iii) alter the
primary liability of Lessee for the payment of Rent or for the performance of any other
obligations to be performed by Lessee.



(6)  Lessor may accept Rent or performance of Lessee's obligations from any
person other than Lessee pending approval or disapproval of an assignment. Neither a delay in
the approval or disapproval of such assignment nor the acceptance of Rent or performance shall
constitute a waiver or estoppel of Lessor's right to exercise its remedies for Lessee's Default or

Breach.

()  Lessor's consent to any assignment or subletting shall not constitute a
consent to any subsequent assignment or subletting,

()  Inthe event of any Default or Breach by Lessee, Lessor may proceed
directly against Lessee, any Guarantors or anyone else responsible for the performance of
Lessee's obligations under this Lease, including any assignee or sublessee, without first
exhausting Lessor's remedies against any other person or entity responsible therefore to Lessor,
or any security held by Lessor.

(¢)  Each request for consent to an assignment or subletting shall be in writing,
accompanied by information relevant to Lessor's determination as to the financial and
operational responsibility and appropriateness of the proposed assignee or sublessee, including
but not limited to the intended use and/or required modification of the Premises, if any, together
with a fee of $500 as consideration for Lessor's considering and processing said request. Lesses
agrees to provide Lessor with such other or additional information and/or documentation as may
be reasonably requested. (See also Paragraph 36)

H Any assignee of, or sublessee under, this Lease shall, by reason of
accepting such assignment or entering into such sublease, be deemed to have assumed and
agreed to conform and comply with each and every term, covenant, condition and obligation
herein to be observed or performed by Lessee during the term of said assignment or sublease,
other than such obligations as are contrary to or inconsistent with provisions of an assignment or
sublease to which Lessor has specifically consented to in writing.

(g)  Lessor's consent to amy assignment or subletting shall not trausfer to the
assignee or sublessee any Option granted to the original Lessee by this Lease unless such transfer
is specifically consented to by Lessor in writing, (See Paragraph 39.2)

12.3 Additional Terms and Conditions Applicable to Subletting. The following
terms and conditions shall apply to any subletting by Lessee of all or any part of the Premises
and shall be deemed included in all subleases under this Lease whether or not expressly
incorporated therein:

(a)  Lessee hereby assigns and transfers fo Lessor all of Lessee's interest in all
Rent payable on any sublease, and Lessor may collect such Rent and apply same toward Lessee's
obligations under this Lease; provided, however, that until a Breach shall ococur in the
performance of Lessee's obligations, Lessee may collect said Rent. In the event that the amount
collected by Lessor exceeds Lessee's obligations any such excess shall be refunded to Lessee.
T essor shall not, by reason of the foregoing or any assignment of such sublease, nor by reason of
fhe collection of Rent, be deemed liable to the sublessee for any failure of Lessee to perform and
comply with any of Lessee's obligations to such sublessee. Lessee hereby irevocably authorizes
and directs any such sublessee, upon receipt of a written notice from Lessor stating that a Breach
exists in the performance of Lessee's obligations under this Lease, to pay to Lessor all Rent due
and to become due under the sublease. Sublessee shall rely upon any such notice from Lessor



and shall pay all Rents to Lessor without any obligation or right to inquire as to whether such
Breach exists, notwithstanding any claim from Lessee to the contrary.

) In the event of a Breach by Lessee, Lessor may, at its option, require
sublessee to attorn to Lessor, in which event Lessor shall undertake the obligations of the
sublessor under such sublease from the time of the exercise of said option fo the expiration of
such sublease; provided, however, Lessor shall not be liable for any prepaid rents or security
deposit paid by such sublessee to such sublessor or for any prior Defaults or Breaches of such

sublessor.

(c)  Any matter requiring the consent of the sublessor under a sublease shall
also require the consent of Lessor.

(@  No sublessee shall further assign or sublet all or any part of the Premises
without Lessot's prior written consent.

(e) Lessor shall deliver a copy of any notice of Default or Breach by Lessee to
the sublessee, who shall have the right to cure the

Default of Lessee within the grace period, if any, specified in such notice. The sublesses shall
have a right of reimbursement and offset from and against Lessee for any such Defaults cured by
the sublessee.

13. Default; Breach; Remedies.

13.1 Default; Breach. A "Default" is defined as a faflure by the Lessee to comply
with or perform any of the terms, covenants, copditions or Rules and Regulations under this
Lease. A "Breach" is defined as the occurrence of one or more of the following Defaults, and
the failure of Lessee to cure such Default within any applicable grace period:

(@)  The abandonment of the Premises; or the vacating of the Premises without
providing a commercially reasonable level of security, or where the coverage of the property
insurance described in Paragraph 8 is jeopardized as a result thereof, or without providing
reasonable assurances to minimize potential vandalism.

(b)  The failure of Lessee to make any payment of Rent or any Security
Deposit required to be made by Lessee hereunder, whether to Lessor or to a third party, when
due, fo provide reasonable evidence of insurance or surety bond, or to fulfill any obligation under
this Lease which endangers or threatens life or property, where such failure continues for a
period of 3 business days following written notice to Lessee.

(¢) The failure by Lessee to provide (i) reasonable written evidence of
compliance with Applicable Requirements, (ii) the service confracts, (iii) the rescission of an
unauthorized assignment or subletting, (iv) an Estoppel Certificate, (v) a requested
subordination, (vi) evidence concerning any guaranty and/or Guarantor, (vil) any document
requested under Paragraph 42, (viii) material safety data sheets (MSDIS), or (ix) any other
documentation or information which Lessor may reasonably require of Lessee under the terms of
this Lease, where any such failure continues for a period of 10 days following written notice to

Lessee.



(d) A Default by Lessee as to the ferms, covenants, conditions or provisions of
this Lease, or of the rules adopted under Paragraph 40 hereof, other than those described in
subparagraphs 13.1(a), (b) or (c), above, where such Default continues for a period of 30 days
after written notice; provided, however, that if the nature of Lessee's Default is such that more
than 30 days are reasonably required for its cure, then it shall not be deemed to be a Breach if
Tessee commences such cure within said 30 day period and thereafter diligently prosecutes such

cure to corapletion.

(¢)  The oceurrence of any of the following events: (i) the making of any
general arrangement or assignment for the benefit of creditors; (ii) becoming a "debtor" as
defined in 11 U.S.C. §101 or any successor statute thereto (unless, in the case of a petition filed
against Lessee, the same is dismissed within 60 days); (iii) the appointment of a trustee or
receiver to take possession of substantially all of Lessee's assets located at the Premises or of
Tessee's interest in this Lease, where possession is not restored to Lessee within 30 days; or (iv)
the attachment, execution or other judicial seizure of substantially all of Lessee's assets located at
the Premises or of Lessee's interest in this Lease, where such seizure is not discharged within 30
days; provided, however, in the event that any provision of this subparagraph (e) is contrary to
any applicable law, such provision shall be of no force or effect, and not affect the validity of the

remaining provisions.

(f) The discovery that any financial statement of Lessee or of any Guarantor
given to Lessor was materially false.

(g)  If the performance of Lessee's obligations under this Lease is guaranteed:
(i) the death of a Guarantor, (ii) the termination of a Guarantor's liability with respect to this
Lease other than in accordance with the terms of such guaranty, (iii) a Guaranfor's becoming
insolvent or the subject of a bankruptey filing, (iv) a Guarantor's refusal to honor the guaranty, or
(v) a Guarantor's breach of its guaranty obligation on an anticipatory basis, and Lessee's failure,
within 60 days following written notice of any such event, to provide written alternative
assurance or security, which, when coupled with the then existing resources of Lessee, equals or
exceeds the combined financial resources of Lessee and the Guarantors that existed at the time of

execution of this Lease.

13.2 Remedies. If Lessee fails to perform any of its affirmative duties or obligations,
within 10 days after written notice (or in case of an emergency, without notice), Lessor may, at
its option, perform such duty or obligation on Lessee's behalf, including but not limited to the
. obtaining of reasonably required bonds, insurance policies, or governmental licenses, permits or
approvals. Lessee shall pay to Lessor an amount equal to 115% of the costs and expenses
incurred by Lessor in such performance upon receipt of an invoice therefore. In the event of a
Breach, Lessor may, with or without firther notice or demand, and without limiting Lessor in
the exercise of any right or remedy which Lessor may have by reason of such Breach:

(a) Terminate Lessee's right to possession of the Premises by any lawful
means, in which case this Lease shall terminate and Lessee shall immediately surrender
possession to Lessor. In such event Lessor shall be entitled to recover from Lessee: () the unpaid
Rent which had been eamed at the time of termination; (ii) the worth at the time of award of the
amount by which the unpaid rent which would have been earned after termination until the time
of award exceeds the amount of such rental loss that the Lessee proves could have been
reasonably avoided; (iif) the worth at the time of award of the amount by which the unpaid rent
for the balance of the term after the time of award exceeds the amount of such rental loss that the



Lessee proves could be reasonably avoided; and (iv) any other amount necessary to compensate
Lessor for all the detriment proximately caused by the Lessee's failure to perform its obligations
under this Lease or which in the ordinary course of things would be likely to result therefrom,
including but mot limited to the cost of recovering possession of the Premises, expenses of
reletting, including necessary renovation and alteration of the Premises, reasonable attorneys'
fees, and that portion of any leasing commission paid by Lessor in connection with this Lease
applicable to the unexpired term of this Lease. The worth at the time of award of the amount
referred to in provision (iil) of the immediately preceding sentence shall be computed by
discounting such amount at the discount rate of the Federal Reserve Bank of the District within
which the Premises are located at the time of award plus one percent. Efforts by Lessor to
mitigate damages caused by Lessee's Breach of this Lease shall not waive Lessor's right to
recover damages under Paragraph 12. If termination of this Lease is obtained through the
provisional remedy of unlawful defainer, Lessor shall have the right to recover in such
proceeding any unpaid Rent and damages as are recoverable therein, or Lessor may reserve the
right to recover all or any part thereof in a separate suit. If a notice and grace period required
under Paragraph 13.1 was not previously given, a notice to pay rent or quit, or to perform or guit
given to Lessee under the unlawful detainer statute shail also constitute the notice required by
Paragraph 13.1. In such case, the applicable grace period required by Paragraph 13.1 and the
unlawfil detainer statute shall run concurrently, and the failure of Lessee to cure the Default
within the greater of the two such grace periods shall constitute both an unlawful detainer and a
Breach of this Lease entifling Lessor to the remedies provided for in this Lease and/or by said

gtatute.

(b} Continue the Lease and Lessee's right to possession and recover the Rent
as it becomes due, in which event Lessee may sublet or assign, subject only to reasonable
limitations. Acts of maintenance, efforts to relet, and/or the appointment of a receiver to protect
the Lessor's interests, shall not constitute a termination of the Lessee's right to possession.

{c) Pursue any other remedy now or hereafter available under the laws or
judicial decisions of the state wherein the Premises are located. The expiration or termination of
this Lease and/or the termination of Lessee's right to possession shall not relieve Lessee from
liability under any indemnity provisions of this Lease as to matters occurring or accroing during
the term hereof or by reason of Lessee's occupancy of the Premises.

13.3 Inducement Recapture, Any agreement for free or abated rent or other charges,
or for the giving or paying by Lessor to or for Lessee of any cash or other bonus, inducement or
consideration for Lessee's entering into this Lease, all of which concessions are bereafter
referred to as "Inducement Provisions," shall be deemed conditioned upon Lessee's full and
faithful performance of all of the terms, covenants and conditions of this Lease. Upon Breach of
this Lease by Lessee, any such Inducement Provision shall automatically be desmed deleted
fromm this Lease and of no further force or effect, and any rent, other charge, bonus, inducement
or consideration theretofore abated, given or paid by Lessor under such an inducement
Provision shall be immediately due and payable by Lessee to Lessor, notwithstanding any
subsequent cure of said Breach by Lessee. The acceptance by Lessor of rent or the cure of the
Breach which initiated the operation of this paragraph shall not be deemed a waiver by Lessor
of the provisions of this paragraph unless specifically so stated in writing by Lessor at the time
of such acceptance.

13.4 Late Charges. Lessee hereby acknowledges that late payment by Lessee of Rent
will cause Lessor to incur costs not contemplated by this Lease, the exact amount of which will



be extremely difficult to ascertain. Such costs include, but are not limited to, processing and
accounting charges, and late charges which may be imposed upon Lessor by any Lender,
Accordingly, if any Rent shall not be received by Lessor within 5 days after such amount shall
be due, then, without any requirement for notice to Lessee, Lessee shall immediately pay to
Lessor a one-time late charge equal to 10% of each such overdue amount or $100, whichever is
greater. The Parties hereby agree that such late charge represents a fair and reasonable estimate
of the costs Lessor will incur by reason of such late payment. Acceptance of such late charge by
T.essor shall in no event constitute a waiver of Lessee's Default or Breach with respect to such
overdue amount, nor prevent the exercise of any of the other rights and remedies granted
hereunder. In the event that a late charge is payable hereunder, whether or not collected, for 3
consecutive installments of Base Rent, then notwithstanding any provision of this Lease to the
contrary, Base Rent shall, at Lessor's option, become due and payable quarterly in advance.

13.5 TInterest. Auy monetary payment due Lessor hereunder, other than late charges,
not received by Lessor, when due as to scheduled payments (such as Base Rent) or within 30
days following the date on which it was due for non-scheduled payment, shall bear interest from
the date when due, as to scheduled payments, or the 31st day after it was due as to non-scheduled
payments. The interest ( "Interest") charged shall be computed at the rate of 10% per annum
but shall not exceed the maximum rate allowed by law. Interest is payable in addition fo the
potential late charge provided for in Paragraph 13.4.

13.6 Breach by Lessor.

(8)  Notice of Breach. Lessor shall not be deemed in breach of this Lease
unless Lessor fails within a reasonable time to perform an obligation required to be performed
by Lessor. For purposes of this Paragraph, a reasoneble time shall in no event be less than 30
days after receipt by Lessor, and any Lender whose name and address shall have been furnished
Lessee in writing for such purpose, of written notice specifying wherein such obligation of
Lessor has not been performed; provided, however, that if the nature of Lessor's obligation is
such that more than 30 days are reasonably required for its performance, then Lessor shall not
be in breach if performance is commenced within such 30 day period and thereafter diligently
pursued to completion.

(b)  Performance by Lessee on Behalf of Lessor. In the event that neither
Iessor nor Lender cures said breach within 30 days after receipt of said notice, or if having
commenced said cure they do not diligently pursue it to completion, then Lessee may elect to
cure said breach at Lessee's expense and offset from Rent the actual and reasonable cost to
perform such cure, provided however, that such offset shall not exceed an amount equal to the
greater of one month's Base Rent or the Security Deposit, reserving Lessee's right to seek
reimbursement from Lessor. Lessee shall document the cost of said cure and supply said
documentation to Lessor.

14.  Condemnation. If the Premises or any portion thereof are taken under the power of
eminent domain or sold under the threat of the exercise of said power (collectively
" Condemnation"), this Lease shall terminate as to the part taken as of the date the condemning
authority takes title or possession, whichever first occurs. If more than 10% of the Building, or
more than 25% of that portion of the Premises not occupied by any building, is taken by
Condemnation, Lessee may, at Lessee's option, to be exercised in writing within 10 days after
Lessor shall have given Lessee written notice of such taking (or in the absence of such notice,
within 10 days after the condemning authority shall have taken possession) terminate this Lease as



of the date the condemning authority takes such possession. If Lessee does not terminate this
Tease in accordance with the foregoing, this Lease shall remain in full force and effect as to the
portion of the Premises remaining, except that the Base Rent shall be reduced in proportion fo
the reduction in utility of the Premises caused by such Condemnation. Condemnation awards
and/or payments shall be the property of Lessor, whether such award shall be made as
compensation for diminution in value of the leasehold, the value of the part taken, or for
severance damages; provided, however, that Lessee shall be entitled fo any compensation for
Iessee's relocation expenses, loss of business goodwill and/or Trade Fixtures, without regard to
whether or not this Lease is terminated pursuant to the provisions of this Paragraph. All
Alterations and Utility Installations made to the Premises by Lessee, for purposes of
Condemnation only, shall be considered the property of the Lessee and Lessee shall be entitled
to any and all compensation which is payable therefore. In the event that this Lease is not
terminated by reason of the Condemnation, Lessor shall repair any damage to the Premises
caused by such Condemnation.

15. Brokerage Fees.

15.1 Assumption of Obligations. Any buyer or transferee of Lessor's interest in this
Lease shall be deemed to have assumed Lessor's-obligation hereunder. Brolers shall be third
party beneficiaries of the provisions of Paragraphs 1.10, 15, 22 and 31. If Lessor fails to pay to
Brokers any amounts due as and for brokerage fees pertaining to this Lease when due, then such
amounts shall accrue Interest. In addition, if Lessor fails to pay any amounts to Lessee's Broker
when due, Lessee's Broker may send written notice to Lessor and Lessee of such failure and if
Lessor fails to pay such amounts within 10 days after said notice, Lessee shall pay said monies
fo its Broker and offset such amounts against Rent. In addition, Lessee's Broker shall be deemed
to be a third party beneficiary of any commission agreement entered into by and/or between
Lessor and Lessor's Broker for the limited purpose of collecting any brokerage fee owed.

15.2 Representations and Indemmities of Broker Relationships. Lessee and Lessor
each represent and warrant to the other that it has had po dealings with any person, firm, broker
or finder (other than the Brokers, if any) in connection with this Lease, and that no one other than
said named Brokers is entifled to any commission or finder's fee in connection herewith, Lessee
and Lessor do each hereby agree to indemnify, protect, defend and hold the other harmless from
and against liability for compensation or charges which may be claimed by any such unnamed
broker, finder or other similar party by reason of any dealings or actions of the indemnifying
Party, including any costs, expenses, attorneys' fees reasonably incurred with respect thereto.

16. Estoppel Certificates.

(a)  Bach Party (as "Responding Party") ghall within 15 days after written
notice from the other Party (the "Requesting Party") execute, acknowledge and deliver to the
Requesting Party a statement in writing in form similar to the then most curent "Estoppel
Certificate” form published by the AIR Commercial Real Hstate Association, plus such
additiopal information, confirmation and/or statements as may be reasonably requested by the

Requesting Party.

()  If the Responding Party shall fail to execute or deliver the Estoppel
Certificate within such 15 day period, the Requesting Party may execute an Estoppel Certificate
stating that: (i) the Lease is in full force and effect without modification except as may be
represented by the Requesting Party, (i1) there are no uncured defaults in the Requesting Party's



‘performance, and (ifi) if Lessor is the Regquesting Party, not more than one month's rent has been
paid in advance. Prospective purchasers and encurnbrances may rely upon the Requesting Party's
Estoppel Certificate, and the Responding Party shall be estopped fom denying the truth of the
facts contained in said Certificate.

(¢)  If Lessor desires to finance, refinance, or sell the Premises, or any part
thereof, Lessee and all Guarantors shall deliver to any potential lender or purchaser designated
by Lessor such financial statements as may be reasonably required by such lender or purchaser,
including but not limited to Lessee's financial statements for the past 3 years. All such financial
statements shall be received by Lessor and such lender or purchaser in confidence and shall be
used only for the purposes herein set forth.

17.  Definition of Lessor. The term "Lessox" as used herein shall mean the owner or owners
at the time in question of the fee title to the Premises, or, if this is a sublease, of the Lessee's
interest in the prior lease. In the event of a transfer of Lessor's tifle or interest in the Premises or
this Lease, Lessor shall deliver to the transferee or assignee (in cash or by credit) any uwnused
Security Deposit held by Lessor. Except as provided in Paragraph 15, upon such transfer or
assignment and delivery of the Security Deposit, as aforesaid, the prior Lessor shall be relieved
of all liability with respect to the obligations and/or covenants under this Lease thereafler to be
performed by the Lessor. Subject to the foregoing, the obligations and/or covenants in this Lease
1o be performed by the Lessor shall be binding only upon the Lessor as hereinabove defined.

18.  Severability. The invalidity of any provision of this Lease, as determined by a court of
competent jurisdiction, shall in no way affect the validity of any other provision hereof.

19.  Days. Unless otherwise specifically indicated to the contrary, the word "days" as used in
this TLease shall mean and refer fo calendar days.

20 Limitation on Liability. The obligations of Lessor under this Lease shall not constitute
personal obligations of Lessor or its partners, members, directors, officers or shareholders, and
I essee shall look to the Premises, and to no other assets of Lessor, for the satisfaction of any
lishility of Lessor with respect to this Lease, and shall not seek recourse against Lessor's
partners, members, directors, officers or shareholders, or any of their personal assets for sach
satisfaction.

21, Time of Essence, Time is of the essence with respect to the performance of all
obligations to be performed or observed by the Parties under this Lease.

29, No Prior or Other Agreements; Broker Disclaimer. This Lease contains all
agreements between the Parties with respect to any matter mentioned herein, and no other prior
or contemporaneous agreement or understanding shall be effective. Lessor and Lessee each
represents and warrants to the Brokers that it has made, and is relying solely upon, its own
investigation as to the nature, quality, character and financial responsibility of the other Party to
fhis Lease and as to the use, nature, quality and character of the Premises. Brokers have no
responsibility with respect thereto or with respect to any default or breach hereof by either
Party. The liability (including court costs and attorneys' fees), of any Broker with respect to
negofiation, execution, delivery or performance by either Lessor or Lessee under this Lease or any
amendment or modification hereto shall be limited to an amount up fo the fee received by such
Broker pursuant to this Lease; provided, however, that the foregoing limitation on each Broker's
liability shell not be applicable to any gross negligence or willful misconduct of such Broker.



23. Notices.

23.1 Notice Requirements. All notices required or permifted by this Lease or
applicable law shall be in writing and may be delivered in person (by hand or by courier) or may
be sent by regular, certified or registered mail or U.8. Postal Service Express Mail, with postage
prepaid, or by facsimile transmission, and shall be deemed sufficiently given if served in a
manner specified in this Paragraph 23. The addresses noted adjacent to a Party's signature on
this Lease shall be that Party's address for delivery or mailing of notices. Either Party may by
written notice to the other specify a different address for notice, except that upon Lessee's taking
possession of the Premises, the Premises shall constitute Lessee's addess for notice. A copy of
all notices to Lessor shall be concurrently transmitted to such party or parties at such addresses
as Lessor may from time to time hereafier designate in writing.

232 Date of Notice. Any notice sent by registered or certified mail, refumn receipt
requested, shall be deemed given on the date of delivery shown on the receipt card, or if no
delivery date is shown, the postmark thereon. If sent by regular mail the notice shall be deemed
given 48 hours after the same is addressed as required herein and mailed with postage prepaid.
Notices delivered by United States Express Mail or overnight courier that guarantee next day
delivery shall be deemed given 24 hours after delivery of the same to the Postal Service or
courier. Notices transmitted by facsimile fransmission or similar means shall be deemed
delivered upon telephone confirmation of receipt (confimmation report from fax machine is
sufficient), provided a copy is also delivered via delivery or mail If notice is received on a
Saturday, Sunday or legal holiday, it shall be deemed received on the next business day.

24.  Waivers. No waiver by Lessor of the Default or Breach of any term, covenant or
condition hereof by Lessee, shall be deemed a waiver of any other term, covenant or condition
hereof, or of any subsequent Default or Breach by Lessee of the same or of any other term,
covenant or condition hereof. Lessor's consent to, or approval of, any act shall not be deemed to
render unnecessary the obtaining of Lessor's consent to, or approval of, any subsequent or similar
act by Lessee, or be construed as the basis of an estoppel to enforce the provision or provisions
of this Lease requiring such consent. The acceptance of Rent by Lessor shall not be a waiver of
any Default or Breach by Lessee. Any payment by Lessee may be accepted by Lessor on
account of moneys or damages due Lessor, notwithstanding any qualifying statements or
conditions made by Lessee in connection therewith, which such statements and/or conditions
shall be of no force or effect whatsoever unless specifically agreed to in writing by Lessor at or
before the time of deposit of such payment.

25.  Disclosures Regarding The Nature of a Real Estate Agency Relationship.

(@ When entering into a discussion with a real estate agent regarding a real
estate transaction, a Lessor or Lessee should from the outset understand what type of agency
relationship or representation it has with the agent or agents in the transaction. Lessor and Lessee
acknowledge being advised by the Brokers in this transaction, as follows:

) Lessor's Agent. A Lessor's agent under a listing agreement with
the Lessor acts as the agent for the Lessor only. A Lessor's agent or subagent has the following
affirmative obligations: To the Lessor: A fiduciary duty of utmost care, integrity, honesty, and
loyalty in dealings with the Lessor. To the Lessee and the Lessor: a. Diligent exercise of
reasonable skills and care in performance of the agent's duties. b. A duty of honest and fair
dealing and good faith. c. A duty to disclose all facts known to the agent materially affecting the



value or desirability of the property that are not known to, or within the diligent attention and
observation of, the Parties. An agent is not obligated fo reveal to either Party any confidential
information obtained from the other Party which does not involve the affirmative duties set forth

above,

(i)  Lessee's Apent. An agent can agree fo act as agent for the Lesses
only. In these situations, the agent is not the Lessor's agent, even if by agreement the agent may
receive compensation for services rendered, either in full or in part from the Lessor. An agent
acting only for a Lessee has the following affirmative obligations. To the Lessee: A fiduciary
duty of utmost care, infegrity, honesty, and loyalty in dealings with the Lessee. To the Iessee
and the Lessor: a. Diligent exercise of reasonable skills and care in performance of the agent's
duties. b. A duty of honest and fair dealing and good faith. c. A duty to disclose all facts known
to the agent materially affecting the value or desirability of the property that are not known to, or
within the diligent attention and observation of, the Parties. A agent is not obligated to reveal to
either Party any confidential information obtained from the other Party which does not involve
the affirmative duties set forth above.

(iii)  Apgent Representing Both Lessor and Lessee. A real estate agent,
either acting directly or through one or more associate licenses, can legally be the agent of both
the Lessor and the Lessee in a transaction, but only with the knowledge and consent of both the
Lessor and the Lessee. In a dual agency situation, the agent has the following affinmative
obligations to both the Lessor and the Lessee: a. A fiduciary duty of utmost care, integrity,
honesty and loyalty in the dealings with either Lessor or the Lessee, b. Other dufies to the
Lessor and the Lessee as stated above in subparagraphs (i) or (ii). In representing both Lessor
and Lessee, the agent may not without the express permission of the respective Party, disclose to
the other Party that the Lessor will accept rent in an amount less than that indicated in the listing
or that the Lessee is willing to pay a higher rent than that offered. The above duties of the agent
in a real estate trapsaction do not relieve a Lessor or Lessee from the responsibility to protect
their own interests. Lessor and Lessee should carefully read all agreements to assure that they
adequately express their understanding of the framsaction. A real estate agent is a person
qualified to advise about real estate. If legal or tax advice is desired, consult a compstent

professional.

(b)  Brokers have no responsibility with respect fo any default or breach
hereof by either Party. The liability (including court costs and attorneys' fees), of any Broker
with respect to any breach of duty, error or omission relating to this Lease shall not exceed the
fee received by such Broker pursnant to this Lease; provided, however, that the foregoing
lirnitation on each Broker's liability shall not be applicable to any gross negligence or willful
misconduct of such Broker.

(©y  Lessor and Lessee agree to identify fo Brokers as "Confidential" any
communication or information given Brokers that is considered by such Party to be confidential.

26.  No Right To Holdover. Lessee has no right to retain possession of the Premises or any
part thereof beyond the expiration or termination of this Lease. In the event that Lessee holds
over, then the Base Rent shall be increased to 150% of the Base Rent applicable immediately
preceding the expiration or termination. Nothing contained herein shall be construed as consent
by Lessor o any holding over by Lessee.



27.  Cumulative Remedies. No remedy or election hereunder shall be deemed exclusive but
shall, wherever possible, be camulative with all other remedies at law or in equity.

28.  Covenants and Conditions; Construction of Agreement. All provisions of this Lease
to be observed or performed by Lessee are both covenants and conditions. In construing this
Lease, all headings and titles are for the convenience of the Parties only and shall not be
considered a part of this Lease. Whenever required by the context, the singular shall include the
plural and vice versa. This Lease shall not be construed as if prepared by one of the Parties, but
rather according to its fair meaning as a whole, as if both Parties had prepared it.

20.  Binding Effect; Choice of Law. This Lease shall be binding upon the Parties, their
personal representatives, successors and assigns and be governed by the laws of the State in
which the Premises are located. Any litigation between the Parties hereto concerning this Lease
shall be initiated in the county in which the Premises are located.

30. Subordination; Attornment; Non-Disturbance.

30.1 Subordination. This Lease and any Option granted hereby shall be subject and
subordinate fo any ground lease, mortgage, deed of trust, or other hypothecation or security
device (collectively, "Security Device"), now or hereafier placed upon the Premises, to any and
all advances made on the security thereof, and to all renewals, modifications, and extensions
thereof. Lessee agrees that the holders of any such Security Devices (in this Lease together
referred to as "Lender") shall have no Hability or obligation to perform any of the obligations
of Lessor under this Lease. Any Lender may elect to have this Lease and/or any Option granted
hereby superior to the lien of its Security Device by giving written notice thereof to Lesses,
whereupon this Lease and such Options shall be deemed prior to such Security Device,
notwithstanding the relative dates of the documentation or recordation thereof.

30.2 Attornment. In the event that Lessor transfers title to the Premises, or the
Premises are acquired by another upon the foreclosure or termination of a Security Device to
which this Lease is subordinated (i) Lessee shall, subject to the non-disturbance provisions of
Paragraph 30.3, attorn to such new owner, and upon request, enter into a new lease, containing
all of the terms and provisions of this Lease, with such new owner for the remainder of the term
hereof, or, at the election of such new owner, this Lease shall automatically become a new
I ease between Lessee and such new owner, upon all of the terms and conditions hereof, for the
remainder of the term bereof, and (i) Lessor shall thereafter be relieved of any further
obligations hereunder and such new owner shall assume all of Lessor's obligations hereunder,
except that such new owner shall not: (a) be liable for any act or omission of any prior lessor or
with respect to events ocourring prior to acquisition of ownership; (b) be subject to any offsets
or defenses which Lessee might have against any prior lessor, (¢} be bound by prepayment of
more than one month's rent, or (d) be lable for the return of any security deposit paid to any

prior lessor.

30.3 Non-Disturbance, With respect to Security Devices entered into by Lessor after
the execution of this Lease, Lessee's subordination of this Lease shall be subject to receiving a
commercially reasonable non-disturbance agreement (2 "Non-Disturbance Agreement" } from
the Lender which Non-Disturbance Agreement provides that Lessee's possession of the
Premises, and this Lease, including any options to extend the term hereof, will not be disturbed
so long as Lessee is not in Breach hereof and attorns to the record owner of the Premises.
Further, within 60 days after the execution of this Lease, Lessor shall use its commercially
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reasonable efforts to obtain a Non-Disturbance Agreement from the holder of any pre-existing
Security Device which is secured by the Premises. In the event that Lessor is unable to provide
the Nop-Disturbance Agreement within said 60 days, then Lessee may, at Lessee's option,
directly contact Lender and attempt to negotiate for the execution and delivery of a Non-
Disturbance Agreement.

304 Self-Executing. The agreements contained in this Paragraph 30 shall be
effective without the execution of any further documents; provided, however, that, upon written
request from Lessor or a Lender in connection with a sale, financing or refinancing of the
Premises, Lessee and Lessor shall execute such further writings as may be reasonably required
to separately document any subordination, attornment andfor Non-Disturbance Agresment

provided for berein.

31.  Attorneys' Fees. If any Party or Broker brings an action or proceeding involving the
Premises whether founded in tort, coniract or eguity, or to declare rights hereunder, the
Prevailing Party (as hereafter defined) in any such proceeding, action, or appeal thereon, shall be
entitled to reasonable attorneys' fees, whether for a City of Sacramento attorney or outside legal
counsel. Such fees may be awarded in the same suit or recovered in a separate suit, whether or
not such action or proceeding is pursued fo decision or judgment. The term, "Prevailing
Party" shall include, without imitation, a Party or Broker who substantially obtains or defeats
the relief sought, as the case may be, whether by compromise, settlement, judgment, or the
abandonment by the other Party or Broker of its claim or defense. The attorneys' fees award
shall not be computed in accordance with any court fee schedule, but shall be such as to fully
reimburse all attorneys' fees teasonably incurred. In addition, Lessor shall be entitled to
attorneys' fees, costs and expenses incirred in the preparation and service of notices of Default
and consultations in connection therewith, whether or not a legal action is subsequently
commenced in connection with such Default or resulting Breach ($200 is a reasonable minimum
per occurrence for such services and consultation).

372. Lessor's Access; Showing Premises; Repairs. Lessor and Lessor's agents shall have the .
right to enter the Premises at any time, in the case of an emergency, and otherwise at reasonable
times after reasonable prior notice for the purpose of showing the same to prospective purchasers,
lenders, or tepants, and making such alterations, repairs, improvements or additions to the
Premises as Lessor may deem necessary or desirable and the erecting, using and maintaining of
utilities, services, pipes and conduits through the Premises and/or other premises as long as
there is no material adverse effect to Lessee's use of the Premises. All such activities shall be
without abatement of rent or liability to Lessee.

33. Auctions. Lessee shall not conduct, nor permit to be conducted, any auction upon the
Premises without Lessor's prior written consent. Lessor shall not be obligated to exercise any
standard of reasonableness in determining whether to permit an auction.

34. Signs. Lessor may place on the Premises ordinary "For Sale" signs at any time and ordinary
"For Lease" signs during the last 6 months of the term hereof. Except for ordinary "for
sublease” signs, Lessee shall not place any sign upon the Premises without Lessor's prior
written consent. All signs must comply with all Applicable Requirements.

35. Termination; Merger, Unless specifically stated otherwise in writing by Lessor, the
voluntary or other surrender of this Lease by Lessee, the mutuel termination or cancellation
hereof, or a termination hereof by Lessor for Breach by Lessee, shall automatically terminate



any sublease or lesser estate in the Premises; provided, however, that Lessor may elect to
continue any one or all existing subtenancies. Lessor's failure within 10 days following any
such event to elect to the contrary by written notice to the holder of any such lesser interest,
<hall constitute Lessor's election to have such event constitute the termination of such interest.

36. Consents. Except as otherwise provided herein, wherever in this Lease the consent of a
Party is required to an act by or for the other Party, such consent shall not be unreasonably
withheld or delayed. Lessor's actual reasonable costs and expenses (including but not limited to
architects', attorneys', engineers' and other consultants' fees) incurred in the consideration of, or
response to, a request by Lessee for any Lessor consent, including but not limited to consents to
an assignment, a subletting or the presence or use of  Hazardous Substance, shall be paid by
Lessee upon receipt of an invoice and supporting documentation therefore. Lessor's consent o
any act, assignment or subletting shall not constitute an acknowledgment that no Default or
Breach by Lessee of this Lease exists, nor shall such consent be deemed a waiver of any then
existing Default or Breach, except as may be otherwise specifically stated in writing by Lessor
at the time of such consent. The failure to specify herein any particular condition to Lessor's
consent shall not preclude the imposition by Lessor at the time of consent of such further or
other conditions as are then reasonable with reference to the particular matter for which consent
is being given. In the event that either Party disagrees with any defermination made by the other
hereunder and reasonably requests the reasons for such determination, the determining party shall
furnish its Teasons in writing and in reasonable detail within 10 business days following such

request.
37, Guarantor.

37.1 Execution. The Guarantors, if any, shall each execute a guaranty in the form
most recently published by the ATR Commercial Real Estate Association, and each such
Guarantor shall have the same obligations as Lessee under this Lease.

37.2 Default. It shall constitute a Default of the Lessee if any Guarantor fails or
refuses, upon request to provide: (2) evidence of the execution of the guaranty, including the
authority of the party signing on Guarantor's behalf to obligate Guarantor, and in the case of a
corporate Guarantor, a certified copy of a resolution of its board of directors authorizing the
making of such guaranty, (b) current financial statements, (c) an Estoppel Certificate, or (d)
written confirmation that the guaranty is still in effect.

38,  Quiet Possession. Subject to payment by Lessee of the Rent and performance of all of
the covenants, conditions and provisions on Lessee's part to be observed and performed under
this Lease, Lessee shall have quiet possession and quiet enjoyment of the Premises during the

terrn hereof.

39.  Options. If Lessee is granted an Option, as defined below, then the following provisions
shall apply:

39.1 Definition. "Option" shall mean: (a) the right to extend the term of or renew
this Lease or to extend or renew any lease that Lessee has on other property of Lessor; (b) the
right of first refusal or first offer to lease either the Premises or other property of Lessor; (c) the
right to purchase or the right of first refusal to purchase the Premises or other property of

Lessor.



39.2 Options Personal To Original Lessee. Any Option granted to Lessee in this
Lease is personal to the original Lessee, and cannot be assigned or exercised by anyone other
than said original Lessee and only while the original Lessee is in full possession of the
Premises and, if requested by Lessor, with Lessee certifying that Lessee has no intention of
thereafer assigning or subletting.

39.3  Multiple Options. In the event that Lessee has any multiple Options to extend
or renew this Lease, a later Option cannot be exercised unless the prior Options have been

validly exercised.
394  Effect of Default on Options.

(2)  Lessee shall have no right to exercise an Option: (i) during the period
commencing with the giving of any notice of Default and continuing until said Default is cured,
(ii) during the period of time any Rent is unpaid (without regard to whether notice thereof is
given Lessee), (i) during the time Lessee is in Breach of this Lease, or (iv) in the event that
Lessee has been given 3 or more notices of separate Default, whether or not the Defaults are
cured, during the 12 month period immediately preceding the exercise of the Option.

()  The period of time within which an Option may be exercised shall not be
extended or enlarged by reason of Lessee's inability to exercise an Option because of the
provisions of Paragraph 39.4(a).

(c) An Option shall terminate and be of no further force or effect,
notwithstanding Lessee's due and timely exercise of the Option, if, after such exercise and prior
to the commencement of the extended term or completion of the purchase, (i) Lessee fails to pay
Rent for a period of 30 days after such Rent becomes due (without any necessity of Lessor to
give notice thereaf), or (ii) if Lessee commits a Breach of this Lease which has not otherwise

been cured under Paragraph 13.

40,  Lessee’s Exercise of Option Granted in Option to Purchase Agreement. Lessor and
Lessee have entered into an Option to Purchase Agreement dated November _ , 2006,
pursuant to which Lessee has been granted an option to purchase the Premises from Lessor
under the terms of an Agreement of Purchase and Sale end Joint Escrow Instructions. If Lessee
exercises the option to purchase the Premises from Lessor, all obligations of Lessor due to
Lessee under the terms of this Lease shall terminate on the “Closing Date” of the Agreement of
Purchase and Sale and Joint Escrow Instructions.

41.  Multiple Buildings. If the Premises are a part of a group of buildings controlled by
Lessor, Lessee agrees that it will abide by and conform to all reasonable rules and regulations
which Lessor may make from time to time for the management, safety, and care of said
propexties, including the care and cleanliness of the grounds and including the parking, loading
and uploading of vehicles, and to cause its employees, suppliers, shippers, customers,
contractors and invitees to so abide and conform. Lessee also agrees to pay its fair share of
common expenses incurred in connection with such rules and regulations.

42, Security Measures. Lessee hereby acknowledges that the Rent payable to Lessor
hereunder does not include the cost of guard service or other security measures, and that Lessor
shall have no obligation whatsoever to provide same. Lessee assumes all responsibility for the



protection of the Premises, Lessee, its agents and invitees and their property from the acts of
third parties.

43 Reservations. Lessor reserves to itself the right, from time to time, to grant, without the
consent or joinder of Lessee, such easements, rights and dedications that Lessor deems
necessary, and to cause the recordation of parcel maps and resfrictions, so long as such
easements, rights, dedications, maps and restrictions do not unreasonably interfere with the use
of the Premises by Lessee. Lessee agrees to sign any documents reasonably requested by Lessor
to effectuate any such easement rights, dedication, map or restrictions.

44.  Performance Under Protest. If at any time a dispute shall arise as to any amount or
sum of money to be paid by one Party to the other under the provisions hereof, the Party against
whom the obligation to pay the money is asserted shall have the right to make payment "under
protest” and such payment shall not be regarded as a voluntary payment and there shall survive
the right on the part of said Party to institute suit for recovery of such sum. If it shall be adjudged
that there was no legal obligation on the part of said Party to pay such sum or any part thereof,
said Party shall be entitled to recover such sum or so much thereof as it was not legally required

to pay.
45, Authority; Multiple Parties; Execution.

(a) If either Party hereto is a corporation, trust, limited liability company,
partnership, or similar entity, each individual executing this Lease on behalf of such entity
represents and warrants that he or she is duly authorized to execute and deliver this Lease on its
behalf. Each party shall, within 30 days after request, deliver to the other party satisfactory
evidence of such authority.

(b)  If this Lease is executed by more than one person or entity as "Lessee",
each such person or entity shall be jointly and severally liable hereunder. It is agreed that any one
of the named Lessees shall be empowered to execute any amendment to this Lease, or other
document ancillary thereto and bind all of the named Lessees, and Lessor may rely on the same
as if all of the named Lessees had executed such document.

(c)  This Lease may be executed by the Parties in counterparts, each of which
shall be deemed an original and all of which together shall constitute one and the same
instrument.

46.  Conflict. Any conflict between the printed provisions of this Lease and typewritten or
handwritten provisions shall be controlled by the typewritten or handwritten provisions.

47.  Offer. Preparation of this Lease by either Party or their agent and submission of same to
fhe other Party shall not be deemed an offer to lease to the other Party. This Lease is not
intended to be binding until executed and delivered by all Parties hereto.

48.  Amendments. This Lease may be modified only in writing, sighed by the Parties in
interest at the time of the modification. As long as they do not materially change Lessee's
obligations hereunder, Lessee agrees to make such reasonable non-monetary modifications to this
Lease as may be reasonably required by a Lender in connection with the obtaining of normal
financing or refinancing of the Premises.



49,  Waiver of Jury Trial. THE PARTIES HEREBY WAIVE THEIR RESPECTIVE
RIGHTS TO TRIAL BY JURY IN ANY ACTION OR PROCEEDING INVOLVING
THE PROPERTY OR ARISING OUT OF THIS AGREEMENT.

50. Mediation and Arbitration of Disputes. Should any dispute or confroversy arising
from or related to this Lease arise among the Parties that the Parties are incapable of resolving
themselves through good faith negotiation, then such dispute or controversy shall be submitted
for resolution by J.A.M.S/ENDISPUTE (“JAMS”) using their offices located in Sacramento,
California. The panel of possible hearing officers shall be limited to hearing officers who were
formerly judges on the Contra Costa County Superior Coust, but otherwise selected in
accordance with JAMS rules. Any dispute shall first be submitted to JAMS for mediation
pursuant to the mediation services provided by JAMS. Should the dispute between the Parties
not be successfully mediated by JAMS within 60 days of its submission (subject to any
extension agreed to by the Parties) then and in such event the dispute shall be submiited for
binding arbitration by and under the rules of the JAMS for cornmercial real estate disputes (or
commercial disputes if there are no rules for commercial real estate disputes). The hearing
officer for any mediation shall be different from the hearing officer used to hear any arbitration
which results from & failure of the mediation process, unless otherwise specifically agreed upon
by the parties in writing after the end of the mediation process. Hearings relating to the binding
arbitration shall commence not sooner than 120 days after the initial submission of the matter
for mediation nor more than 180 days after such date. Discovery shall be permitted in the
discretion of the hearing officer selected to hear the dispute and to the extent that such hearing
officer deems appropriate. Judgment upon any award by the arbifrators may be entered in any
court having jurisdiction thereof, It is agreed that the prevailing party in any such arbitration or
other action arising from or relating to this Agreement shall be entitled to reimbursement of its
reasonable costs and expenses, including attorneys’ fees.

-51.  Americans with Disabilities Act. Since compliance with the Americans with
Disabilities Act (ADA) is dependent upon Lessee's specific use of the Premises, Lessor makes
no warranty or representation as to whether or not the Premises comply with ADA or any
similar legislation. In the event that Lessee's use of the Premises requires modifications or
additions to the Premises in order to be in ADA compliance, Lessee agrees to make any such
necessary modifications and/or additions at Lessee's expense.

LESSOR AND LESSEE HAVE CAREFULLY READ AND REVIEWED THIS LEASE AND
BACH 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 IS EXECUTED, THE
TERMS OF THIS LEASE ARE COMMERCIALLY REASONABLE AND EFFECTUATE
THE INTENT AND PURPOSE OF LESSOR AND LESSEE WITH RESPECT TO THE

PREMISES.

ATTENTION: NO REPRESENTATION OR RECOMMENDATION IS MADE BY THE
AIR COMMERCIAL REAL ESTATE ASSOCIATION OR BY ANY BROKER AS TO
THE LEGAL SUFFICIENCY, LEGAL EFFECT, OR TAX CONSEQUENCES OF THIS
LEASE OR THE TRANSACTION TO WHICH IT RELATES. THE PARTIES ARE

URGED TO:

1. SEEK ADVICE OF COUNSEL AS TO THE LEGAL AND TAX
CONSEQUENCES OF THIS LEASE.



B oy T

2. RETAIN APPROPRIATE CONSULTANTS TO REVIEW AND INVESTIGATE
THE CONDITION OF THE PREMISES. SAID INVESTIGATION SHOULD INCLUDE
BUT NOT BE LIMITED TO: THE POSSIBLE PRESENCE OF HAZARDOUS
SUBSTANCES, THE ZONING OF THE PREMISES, THE STRUCTURAL INTEGRITY,
THE CONDITION OF THE ROOF AND OPERATING SYSTEMS, AND THE
SUITABILITY OF THE PREMISES FOR LESSEE'S INTENDED USE.

WARNING: IF THE PREMISES IS LOCATED IN A STATE OTHER THAN
CALIFORNIA, CERTAIN PROVISIONS OF THE LEASE MAY NEED TO BE
REVISED TO COMPLY WITH THE LAWS OF THE STATE IN WHICH THE

PREMISES IS LOCATED.

The parties hereto have executed this Lease at the place and on the dates specified above their

respective signatures.
Executed at: New, gor rPreach, CA

On: November 12>, 2006

By LESSOR:

By: Sacramento Associates, a California
general partnership, General Partner

By:

Bruce E. Nott, Trustee of the Nott
Family Trust v/d/t dated May 22, 1990,
a Genersl Partner

By: FAIT B Investments, LLC, a California
limited liability company, a General
Pariner

Ny

Barrett C. Fait, Manager
Address: 190 Newport Center Drive, Ste 100
Newport Beach CA 92660
Telephone E14F)_ (o4 ~1BD
Facsimile AL ) (oHH ~ 11H"Z
Federal ID No. 93-0985736

By: Grove Investment Company, a California
general partnership, General Partner

By:

Bruce E. Nott, Trustee of the Nott
Family Trust v/d/t dated May 22, 1990,
a General Pariner

Executed at;__9ACRA t.u"(o L C#x
On: November {{, 2006

By LESSEE:
{avl. P"\‘7 Kewd é_

By TS P~—— ey Wlasnge.

Name Pﬁnted:_Mﬂd_vt_ﬁmM
Title:__Asst. Ao Uy AG LT

Address.__A(5 st S L
SackAnatto (A G5E(F

Telephone (2¢)___ 808 ~ STHo%

Facsimile (___ )

Federal ID No.

Approved as to Form:

By:
Its:
Attested by:

City Clerk



By:  Meadows Mobile Homes, a California
general parinership, a General Partner

By /
(g;iegf;e, Trustee of the Lee
y Trust w/d/t dated
1/30/89, a General Partner

By( %@“’“&4"

Barrett C. Fait,
a General Partner

Address: PO Box 1960

Newport Beach CA 92658
Telephone T _(oH A — 1B
Facsimile T1-H)_{eHH —\\ A2
Federal ID No. 95-3045788

NOTE: These forms are often modified to meet the changing requirements of law and
industry needs. Always write or call to make sure you are utilizing the most current form:
AIR COMMERCIAL REAL ESTATE ASSOCIATION, 700 So. Flower Street, Suite 600,
Los Angeles, California 90017, (213) 687-8777. Fax No. (213) 687-8616

© Copyright 2001 - By AIR Commercial Real
Estate Association. All rights reserved. No part
of these works may be reproduced in any form
without permissien in writing.



2. RETAIN APPROPRIATE CONSULTANTS TO REVIEW AND INVESTIGATE
THE CONDITION OF THE PREMISES. SAID INVESTIGATION SHOULD INCLUDE
BUT NOT BE LIMITED TO: THE POSSIBLE PRESENCE OF HAZARDOUS
STUBSTANCES, THE ZONING OF THE PREMISES, THE STRUCTURAL INTEGRITY,
THE CONDITION OF THE ROOF AND OPERATING SYSTEMS, AND THE
SUITABILITY OF THE PREMISES FOR LESSEE'S INTENDED USE.

WARNING: IF THE PREMISES IS LOCATED IN A STATE OTHER THAN
CAL[FORNIA, CERTAIN PROVISIONS OF THE LEASE MAY NEED TO BE
REVISED TO COMPLY WITH THE LAWS OF THE STATE IN WHICH THE

PREMISES IS LOCATED.

' 'The parties hereto have executed this Lease at the place and on the dates specified above their

respective signatures.

Executed at: L!Gﬁu@gﬁ-& BRacty, CAc Executed at;__ SAcCga M_f/rdl( 2 CA

On: November {3 , 2006 On: November L(p, 2006
2 )
By LESSOR: By LESSEE: £ 3
; . don: Ry Kereddge_ I
By: Sacramento Associates, a California /]/d/\-—ﬂ e Wl—)tuA e =
genersl partnership, General Partner By: %(M g
Name Printed:_ Magd o Haul o eiman) =
By: W Tlﬂe. ASS’{-L C.th IM AdLAT LT ?
Bruce E. Nott, Trustee of the Nott Address: "7(5 I c,“f & " F(_. L
Family Trust v/d/t dated May 22, 1990, D4
a General Partner Telephone ( $4) EDB 5 EY M
Facsimile (___): p—
By:  FAIT B Investments, LLC, a California Fede 1o g\)
limited liability company, a General C g I
Partner Ap % ; / W —_—
[ ' - rO
By: Bs ‘ ( i ~J
Barrett C. Fait, Manager Tts: %{N iﬁF\D/U”l‘VI C L‘L\wf’ A Mol e > =
Address: 190 Newport Center Drive, Ste 100 Attested by:
Newport Beach CA 92660
Telephone (___) ﬁm MW [/
Facsimile {___ ) W(.‘z{y/ Clerk o6
Federal ID No. 93-0985736 (=17
By: Grove Investment Company, a California
general partuership, General Partner
By: W -
Bruce E. Nott, Trustee of the Nott
Family Trust w/d/t dated May 22, 1990,
a General Partner
CITY

AGREEMENTNO,_ 2006-1276



Recording requested by:

and when recorded, please return this deed W
and tax statements to:

For recorder's use only

California Grant Deed

[ This transfer is exempt from the documentary transfer tax.
I The documentary transfer tax is § and is computed on:
[7] the full value of the interest in the property conveyed
[ the full value less the vaiue of liens of encumbrances remaining at the time of sale

The property is located in an:
[ unincorporated area.
1 the City of Sacramento.

For a valuable consideration, receipt of which is hereby acknowledged, Richards Boulevard
Partners, a State of California general partnership and The Second Richards Boulevard
Partnership, a State of California general partnership, hereby grant to the City of Sacramento the
following real property in the City of Sacramento, County of Sacramento, State of California:

[INSERT PROPERTY DESCRIPTION]

Date:

Date:

State of California )

County of ) s8

On before me, {name and

title of the officer), personally appeared . s
personally known to me (or proved to me on the basis of satisfactory evidence) to be the person(s) whose
name(s) is/are subscribed to the within instrument and acknowledged to me that he/she/they executed the
same in his/her/their authorized 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.

WITNESS my hand and official seal.

Signature

Notary Seal

EXHIBIT" 61«)"



ASSIGNMENT OF LEASE AGREEMENT

FROM: Richards Boulevard Partners,

A. California general partnership (“Assignor’);
TO: The City of Sacramento,
A California (“Assignee”).

DATLED: December ___, 2006.
SECTION 1. ASSIGNMENT TQ ASSIGNEL

For good and valuable consideration, Assignor assigns and transfers to Assignee all right,
title and interest of Assignor in and to the Real Estate Lease as amended (the “Lease”), between
Assignor and Clear Channel Outdoor, fka Patrick Media Group, Inc., dated June 1, 1991, which
relates to an advertising sign located on the real property commonly known as the Discovery Centre,
jocated at 300 Richards Boulevard in the County of Sacramento, State of California. A copy of the
Lease is being delivered to Assignee concurrently with execution and delivery of this Assignment of
Lease Agreement.

SECTION 2. REPRESENTATIONS OF ASSIGNOR

2.1  Assignor is the lessor under the Lease, and has the right to make this assignment and
transfer;

2.2  Assignor has not made or executed any prior assignment or tramsfer of, nor
encumbered Assignor’s interest in, the Lease; and

2.3 Assignor is not in default under any term or condition of the Lease.

2.4  Assignorrepresents that the lessee under the Lease is not in default under the Lease.
Lessee acknowledges and agrees that Assignor makes no representation or guaranty as to the firture
performance of or payment of rents or other amounts by any lessee under the Lease.
SECTION 3. ASSUMPTION BY ASSIGNEE

Assignee assumes and agrees to perform and observe all obligations of the lessor provided in
the Lease and by California law and agrees to indemnify, defend and hold harmless Assignor with

respect to such obligations as shall arise or accrue on or after the date thattitle to the above-described
real property is conveyed to Assignee by recordation of a deed.

Page 1 - ASSIGNMENT OF LEASE AGREEMENT

EXHIBIT" 41"



EXECUTED in counterparts, each of which shall be deemed an original, as of the date
first set forth above.

ASSIGNOR:

RICHARDS BOULEVARD PARTNERS, a California general partnership

Sacramento Associates, a Grove Investment Company, a
California general partnership, California general partnership,
General Partoer General Partner
By: By:
Bruce E. Noft, Trustee of the Bruce E. Nott, Trustee of the
Nott Family Trust v/d/t dated Nott Family Trust w/d/t dated
May 22, 1990, a General Partner May 22, 1990, a General Partner
By:  Fait B Investments, LLC, a By:  Meadows Mobile Homes,
California limited liability company, California general partnership, a
a GGeneral Partner General Partner
By: By: i
Barrett C. Fait, Manager JTames Lee, Trustee of the
Lee Family Trust w/d/t
dated 1/30/89, a General
Partner
By:
Barrett C. Fait, a General
Partner
ASSIGNEE:
THE CITY OF SACRAMENTO
By
Its:

Approved as to Form:

By:
Its:

Attested by:

City Clerk

Page 2 - ASSIGNMENT OF LEASE AGREEMENT



SENT BY: RICHARD DICK & ASSOCIATES; 049 831 8818; NOV-8-08 3:458M; PAGE 2

N

et

v

DA,TE_,'}Lﬂ.J_O*‘LML REAL ESTATE LEASE LEASE # 25744000

1. The underaignad, s Losdor, herrly lennc and granio excluaively ta PATRICK MEDIA GROUP, INC,,
thareinaler calisd Lested) 1na property (with irae sccoss lo and upan yame) dudcribed Be:

"‘L, 200 Richapds Blvd S 438.13° W/o Morth Beh Gtreet (1,2741,13" x 3137.60%) Ixzeq
APN §f 001-0210-027

s (11 M1 Grrunity of Sacramento .

[n e Siate of _CALIfOINIA , cammencing on,,, June 1 1891 for the purpas of
erocling and maintaining advertising sfgnx thereon, Includieg supporling structuras, lHumination laciilites any connectiong,
service ladders and othar appurtanences therecn. a

INITIAL lz Lacses shall pay Leasor rental of ﬁna_j]musand.Eight_mm—g—ﬂﬂm—(i_ 1800.00 ___ } Doliars par year,
ayable in montnly instalinenis, beginning on (he complation ¢! wonstrucsion of Lepeen's signy. Dwrmgeneperind-privrtv
: : . : . M

P o

Wmmmﬁmmwmmwww.

' 4. Lemsor warrants (ot Lassor fa tha . SWREL of the tbove-gascribed raai extate and has full autherily

t ke this agreement; and the Losgou snal} have ine righl 1o maKe any negedsary applications wiln, end obtale parmily from,
goveramental bodles for the conatryeilon and maintenance of Lessea's algns, al ive solu dinoration af Loasas, Al such parmite

shatl always ramaln the prooarty of Lessee. -

. 4, Lamaae ahail save iho Lesagr harmlacs from al} dumage Yo persons or property By redson ol accidants rosyiting from the nagligent
acts of Ite agante, ompleyoes ar others empioyed in the canatruction, malntenancs, rapalr or removal of hg signy on the proparty.

5. This agresmen 133 Lease (nut a License}, ang ail signy, structures and improverngnis placed on the premises by of for (he Lessss
shall ramaln tha proparly of the Lessee, and thai, iot witngtanging Ihe facl that the sarme cansiitule raal agiale fixlures, Leasee

our (4}
e, The term al this Leeso will da tilteea-ia5) yeors commenting on Ing gata sl lorth above, This Tegse shal cantinun In full torce and

Wi IAL 1 ahail hove the right to ramovcfm'l same av any tme ouring tha lorm of the Lease, of nfrer the wxpirction of the Lease,

ilect tar its term znd thareafter for ubsequent sucsassive ke (erms uniess terminated al Lhe end of such verm or any succaysiva

ﬁ’ itke tarm upon written nollea by the Leasor of Letdee servey not fess {han ninety {80} days vefors ihe end o! such term gr

subgaguanl |ike term, provided that Lempe shall have the rlghl tv tarminate ine Lease a1 (he ona of any gixl dn;; period upen
writien nolica 1o Lessor gerved nol less than (60) days prior jo Ine and of guch slxty day perlad, {s¢n Ridar

' 7, In the svent of ¢angémnation ol the sublact pramises or 3ny parl tharnol vy preper authoritiaes, ar refocation of the highway, the
tedor grante 1o the Lossea the right 1o retncale ita display(s} 6n Lessor's remalmng properly djaiming the condemned proparty or

/ the relocatud highway, Any congamnation award for hesdae's properly shall atcrus 10 Lassen.

cannol salaly D vesd for the sroctlon of malnigrange of Leszeqa's signs (herson for any reasom {0} Ahrerrofoo-olthe doantinn-for
asvastising purpaoos Yeoomes dlovialahed: (d) the vlew of Leasee’s pigns aro obstructad or impaired [n any way Dy any cbjact or

i Nm;g t i the event that [a} any of Lesass's signd on the prem|ses tocoms antirely or partially obstruoted or destroyed; [b) the pramises

INY

growth an gy property of oo ooy nelghboring property vwned or coniroked by Lessor; e} the Lasses i» unabio lo oblain ahy
necaBEary permit for the erection and/or maintgnance ¢f sugh sign(s) as the Lessee may dosir; (1) the Lezsen be pravanted hy faw

- ' trom conatructlon and/or maimiainitig an the premises sush signa(s) as {ha Lessee may desire; then iha Laxsen, may ab-ia-0plien,
(m i qd;umgxwJngmmhn»ummwé-umw-thommﬂﬁwmw?em.-may tarminatd the LEase on
fiivesn{15) days' natice in writing. Lessor agrees thareupon 1o relurn 10 1Ne LOSSE0 any RAWREG H-3TVHEE ARG URaNprad-onm,
: ) ) ; _brepaid rent beyond the tarmination
DB Weborsne-is :"‘-":“;*';, ey TR arterrorather e Ly rorbroli-bromm-iirminatingi-rignothe-oesee  datt
Lab-provided : o Bty ANy s i

.,-q’/—w. This Lease shall canstitnle the sole agreemont of 1ﬁa partias rsiating to the premises. Nelther party wili bs Bound by any torme,

orgt or werlizan, net aat fortli specilically 1n inle Loase, This Lease 16 binaing upan snd tnyres {o the banalit of tns helrs, 9xecutors,

a——

BUCSe3a0rs, and sooigny of Lessaw and Lessor.

11, All renis 1o be pxid pursuant 1o this Luase, and all notices are 10 be forworded 16 tho UN@DrEIgneG Lessar al the address noted
palow the Lassor’s sigratire, -

EXECGUTED by the Lausgr in lha presance of __Brnest Galiaxdo . who ls hersby raquested to Blgn gg witness.

WITNESS: LESSORIS MW
.
ACCEPTED: PATAICK MEDIA QHOUP, INC.

- 7
BY: pd e —— Adrags; 3354 J Aimway Ave. .
TITLE: 4 —-"%mmmliﬁs s Costa Mesa, Ch  Y2626-4613
Anagse
Real £xtate Department
FORM G 1187

¢ ¢ 298L700589 ON/QY:i1 L§/4p:tl 8002 § AON {03 ! ANE 3A0YD WOWS



BENT BY: RICHARD DICK & ASSOCIATES; 840 631 8813; NOV-8-08 3:48PN; PAGE 3

Lassor shall have the right to terminate the Leaée at any ‘time
during the period of this Lease if. the Lessor is s redevelop the
property by erectinq thereon a permanent, private, commercial or
residential complex. Lessee shall remove its sign within sixty
{60) days after receipt of written notice from Lessor that thd
development project has been approved by the City of Sacramento.
The Lessor will upon giving such notice of building, return to the

Lessee apy prepaid rent beyond the affective termination date.

{ 4 7080200688 "ON/Db: 11 '1S/ZF1 1L 9002 B+ AON(O3N) ANT JA0¥D WOYS
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Section 2- Pt

Section 6!

ADDENDUM ] DATED JULY 19, 1995 TO
REAL ESTATE LEASE DATED JUNE 1, 1961
BY AND BETWEEN

PATRICK MEDIA GROUP, INC., AS "LESSEE"

AND

RIGHARDS BOULEVARD PARTNERS AS "LESSQR"

g Co T '
;'_ll"lw followlng langutgs éhall Be anded w Suction 2 of the Leasd:

:

) . L . -

dF . [, . s '

"During he extehded werm of the Lense Lesses shall pay to Lesser rentnd

_i'?’l' One Thousand Bight Hupdred Dollagy por year payable in monthly
‘insaliments of One Hundred Fifty Dolinrs.” .

Section 6 of (e Leuse shull be amendod s foliows:

The second semence of Seetiun 6 shall be deleled in jts antirety and the
following shl} be edded:

"The torm ol this Lesse shall be extended for v period of ane yeur,
commencing June 1. 1995 and ending May 31, 996, provided that Lessee
shull have tho right W ferminate the Leasc at the end of any sixiy day
petiod upon weltten noties fo Lessor wapved not lesx than (60) days prior
{0 the cnd of such sixty day perod. Upon expiration of the sxtended
1pm, aecupancy shall reverd to a month+lo-month tsnancy and will cequlre
o ihirly (30) day writen notice for cancollutiun by elther Lawar or

Lusyee-!

All other lorns and conditions of the Leuse shail remain in kil force and cffect

THE ABOVE TERMS ARE ACKNOWLEDGED AND AGREE 10

i

: LESSEE:!

i t
! .
A

LESSOR; j'; H
Rickards Boulevard Prrtaces Patrick Media Group, Inc.
BY: %.-Ww BY: Q&ﬁ_\‘f\ﬂe} A«)&\
PRINTED PRINTED DAVID M:WAILTERY
NaME: [ruce E. Nott NAME
Resl Estata Department

GrReDWVIE
oare; 1= %5 r'; owTE: __GJUJ45°

INVESTMENT

COMPANY

§ 4 2880200883 ON/ORILI LS/ 19T1E S00L B RON{GIR}

ty [ \
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ADDENDUM (I DATED $EPTEMBER 4, 1998 TO
REAL ESTATE LEASE DATED JUNE 1, 1921
AND AMENDED BY ADDENDUM | DATED JULY 13, 1895
, , BY AND BETWEEN
! PATRICK MEDIA GROUP, INC., AS 'LESSEE"
o .. AND
RICHARDS BOULEVARD PARTNERS, AS 'LESSOR"

Section 21 Ouring the extended term of the Lease, specified in Section & befow, Lesses
shall pay to Lessor rental charges as follows:

September 1, 1998 - August 31, 169%: $300.00 per month {Base Rent)
September 1, 1999 - August 31, 2000 CP1 Adjusted Base Rant
Seplember 1, 2000 + August 31. 2001: CP1 Adjusted Base Rent

Base Rent adjusted annually based on the annual percentage increasa In the CP|
index (U.8. City Average, All itsms Series A [1982 - 1984 = 100J, Urban Wage
Earners and Clerical Workers) from June, 1998 to June, 1909 and each
praceeding June thereafter. In no event shall the rent be adjusted downward,

ragardiess of the GPI fluctuation.

The term of the Lesse shall be extended for a period of thrge (&) years,

Section 6!
gommencing Septermber 1, 1898 and ending August 31, 2001,

ase shall remain in full force and effect, Including

A other terms and conditions of the Le ‘
t pursuant to the Rider attached to the Lease.

Lessor's right to terminate this agreemen

THE ABOVE TERMS ARE ACKNOWLEDGED AND AGREED 7O

LESSOR: LESSEE:
RICHARDS EOULEVARD PARTNERS PATRICK MEDIA GROUP, INC.
I Y Ny p: N
Sweensy
PRINTED PRINTED Eema
NANE: Ezq:M_C_c:-__E_-_E]P% NAME: W_NMMWM
oares 42843 owre: 421040
QuaoOAVnE .
>
i e

SERA-} ALRIAY AVENUIF & COSTA MESA CA 92626 ¢ PHONE 71417541420 4 FAX TH4704-1728

b4 Z980Z00SE0 OR/GFI 1L LS/ 1YLl G002 8 AONIOIN) AN 3R0LD KHeUd
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- - RECE'VED -f.‘:m‘:';:;
&, CLEARCHANNEL  yov :am

OUTDOOR i
October 24, 2001 : WVEWVEWOO' . @CJ:P&H‘V[ ”-f‘*”-»ﬂf
i ;o ‘ LETTER AGREEWENT
Mr. Brnle Gallarde ADDENDUM III TQ LEASE

Grove Investment Company DATED JONE 1, 1991

3184 J Airway Avenue
Costa Mesa, CR 92626-4619

RE: Lease #44000, Sacramento
Richards Blvd. 8L 7957 w/o 6% St,

Dear Mr. Gallardo:

This letter is in reference to the advertising structure located
on the above desoribed property.

Clear Channel Outdoor, Inc. (GCO) is agreeable to increasing the
annual rental to $4,200.00, payable monthly, effective September
1, 2001. Effective Sepkember 1, 2002, the annual rental shall
be increased to $4,380.00, payable monthly. 7The term of this
agreement shall be for two (2) years.

i
It is agreeable to both parties that CCO will be permitted to .
iliuminate the sign immediately following the installation of a
power source at above described property. CCO will: either pay
for electyicity directly to the local provider or will make
monthly payments to Lessor based on the current electrical
rates, if Lessee 15 to use Lessor’s power sSource. It is within
the sole discretion of Leszor to determine the most efficient
means of illuminating the sign. All other terms and conditions
of the existing Lease Agreement dated June 10, 1991 shall remain
. the same.

If this meets with your approval, please sign the original of
this letter and retura it to this office for processing. The
copy is to be retained for your records.

Should you have any gquestions concerning this arrangement.,

please contact Patrick Powers at (510) B35-3900. Thank you for
your consideration in this matter. ‘

Sinkexely, :; ACC ; AGREED ¢
».,\\ ' f ' é.‘
pavid ¢. Swéene ; Erni.g Gallardo
Vice President/Real Estate Grove Investment Company B35P500 1ol
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March 7, 2005

Mr. Toby Sturek

Real Estate Manager

Clear Channel Qutdoor/Northern California :
555 12" Street, Suite 950 ;
Qakland, CA 94607 . :

- Re; LEASE ADDENDUM IV : S
: MARCH 2, 2005 o i
Lease #44000, Sacramento
300 Richards Blvd SL 795" wlo 68 St.

Dear Mr. Sturek;

Please accept this letter as Richard Boulevard Partners’ acceptance of
your letter dated March 2, 2005, which amends the existing Lease
Agreement referenced above and is henceforth referred to as LEASE
ADDENDUM IV (Addendum).

Two (2) original copies of the Addendum have been executed and are
being returned herewith. This Addendum extends the term of the
Lease for two (2) years from March 1, 2005 and increases the annual
rent to $5,100.00, which shall be paid in the amount of $425.00 per
month.

All other terms of the Lease, subject to Addendum | dated July 19,
1995: Addendum Il dated September 4, 1898 and Addendum {1}
dated October24, 2001, shall remain the same.

3184.] AIRWAY AVENUR » CORTA MRSA, €A 92026« FAX 714 754,1728 + 714 754.1430
300 RICHARDS ULYD, = SACRAMENTO, CA 95814 » LAX YIE 4432935 « 016 440.0800
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Mr, Toby Sturek
Qotober 7,-2005
Page 2 . :

Please have the two (2) originals signed by Mr. Hooper, President and

General Manager of Clear Channel Northern California and return one
fully executed copy to the undersigned. Thank you.

Sincergly

.2

Erndst Gallarde, CFO

4§
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GROVE INVESTMENT CO.
March 2, 2005

Mr, Ernest Gallordo

Grove Realty Services, Inc.
3184 j Alrway Avenye
Costa Mesa, CA 92626

RE: Lease #44000, Sacramento
300 Richards Blvd. SL 795 FT w/o 6" Sireet

: Dear Mr. Gollardo,

This lefter s in reference lo, the adverfising sircture located on the property !
described above. ‘ '

Clear Channel Ouidoor is agresabie to Increasing the onnual rental 1o Five
Thousond One Hindred {$5.100) Dollars, payabie monthly, effective March 1,
2005, The term of this agreement shall be two (2) years. All other terms ond
condlflons of the existing Lease Agreemen! dated June 10, 1971 shall remain the
same.

shoutd this agreemeni meet with your opproval, please sign beth letlers and
return fo my office for further processing. We will resend one original signed copy
for your recorcs, ' '

Please contact me at {510] 835-5900 should you have any questions.

Sincerely, ACCE AGREED:
*7;?;/%1/

Toby Sturek ' Emesf Gollardo

Reat Esiate Manager GrovefRealty Services, Ing,

Claor Chonnet Outdoor/Northermn Californio

Bill Hooper
Presiden] and General Manager
Clgar Channet Qutdoor/Northemn Californio

, m B33« YO0 14
GlosrGhansel Qurdoor o ‘3::‘. * 5510
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GENERAL ASSIGNMENT AGREEMENT

FROM: Richards Boulevard Partners,

a California general partnership (“Assignor™);
TO: The City of Sacramento,
a California (“Assignee™);
DATED: December __ , 2006. {“Effective Date").
RECITALS

A. The Assignee is purchasing certain real property commonly known as the
Discovery Centre, located at 300 Richards Boulevard in the County of Sacramento, State of
California from the Assignor pursuant to the tefms of an Agreement of Purchase and Sale and
Joint Escrow Instructions dated November |, 2006 (the “Purchase Agreement”).

B. In connection with the sale, the parties wish to provide for the assignment to the
Assignee of the Assignor’s rights under certain contracts and the assumption by the Assignee of
the Assignor’s obligations under those contracts.

AGREEMENT
The parties agree as follows:
SECTION 1. ASSIGNMENT TO ASSIGNEE

The Assignor transfers and assigns fo the Assignee, and its successors and assigns, all of
the Assignor’s right, title, and interest in the contracts and agreements identified on the attached
Schedule A (the “Coniracts™) as of the Effective Date of this Agreement.

SECTION 2. ASSUMPTION BY ASSIGNEE

The Assignee accepts the assignment of the Contracts and assumes, from and after the
Effective Date, all of the Assignor’s obligations pursuant to each of the Contracts, provided,
however, that the Assignee does not assume and shall not be responsible for payments due or
other obligations arising under the Contracts before the Effective Date. The Assignee agrees to
be bound by the terms of the Confracts and to perform all obligations under the Contracts.

SECTION 3. REPRESENTATIONS AND WARRANTIES
3.1  The Assipnor is not in default under any of the Contracts nor, to the Assignor’s

best knowledge, does there exist any event that, with notice or the passage of time or both, would
constitute a material default or event of default by the Assignor under any of the Contracts.
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3.2  The Assignor is not aware of any default by any other party to any of the Contracts
or of any event that (whether with or without notice, lapse of time, or both) would constitute a
default by any other party with respect to the obligations of that party under any of the Contracts.

3.3  To the knowledge of the Assignor, there are no facts existing that indicate that any
of the Contracts may be totally or partially terminated or suspended by the other parties.

3.4  Complete and accuraie copies of the Contracts have been delivered to the
Assignee,

3.5  The Contracts are assignable and no previous assignment of the Assignor’s
interest in the Contracts has been made.

3.6 No consents of any third party are required to assign the Contracts to the
Assignee. When consent is necessary, all other parties to the Contracts have consented to the
assignment of the Contracts to the Assignee without requiring modifications of the Assignor’s
rights or obligations under the Contracts.

3.7  Each of the Contracts is valid, binding, and enforceable by the Assignor in
accordance with its terms and is in full force and effect, subject to bankruptcy, reorganization,
insolvency, and other similar laws affecting the enforcement of creditors’ rights in general and to
general principles of equity (regardless of whether considered in a proceeding in equity or an
action at law).

3.8  There is no proceeding o1 threatened proceeding that would materially interfere
with the assignment of any of the Contracts.

EXECUTED in counterparts, each of which shall be deemed an original, as of the date
first set forth above.

ASSIGNOR:

RICHARDS BOULEVARD PARTNERS, a California general partnership

Sacramento Associates, a Grove Investment Company, a
California general partnership, California general partnership,
General Partner General Partner
By: By:
Bruce E. Nott, Trustee of the Bruce E. Nott, Trustee of the
Nott Family Trust w/d/t dated Nott Family Trust u/d/t dated
May 22, 1990, a General Partner May 22, 1990, a General Partner
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By:  Fait B Investments, LLC, a
California limited Hability company,
a General Partner

By:

Barrett C. Fait, Manager

ASSIGNEE:
THE CITY OF SACRAMENTO

By:

Its:

Approved as to Form:

By:

Its:

Aftested by:

City Clerk

PAGE 3 - GENERAL ASSIGNMENT

By:

Meadows Mobile Homes,
California general partnership, a
GGeperal Partner

By:
James Lee, Trustee of the
Lee Family Trust w/d/t
dated 1/30/89, a General
Partner

By:

Barrett C. Fait, a General
Partner



SCHEDULE A
CONTRACTS

PAGE 4 - GENERAL ASSIGNMENT



