GARDEN GROVE CITY COUNCIL
RESOLUTION NO. 9354-16

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF GARDEN GROVE
APPROVING A LEASE AND A SUBLEASE AGREEMENT WITH THE LAB HOLDING LLC
FOR LEASE OF FIVE UNIMPROVED PARCELS IN THE CIVIC CENTER FOR THE
COTTAGE INDUSTRIES PROJECT

WHEREAS, the City owns unimproved real property in the City of Garden
Grove, County of Orange, State of California, identified as APNs 090-172-31 (11301
Garden Grove Blvd.), and 090-174-19 (11461 Garden Grove Blvd.) (“the City
Properties”).

WHEREAS, the City leases from its Housing Authority unimproved real property
in the City of Garden Grove, County of Orange, State of California, identified as APNs
090-172-15 (12951 7th St.), 090-174-07 (11421 Garden Grove Blvd.), and 090-174-
06 (12942 8th St.) (“the Housing Authority Properties”).

WHEREAS, the two City Properties and three Housing Authority Properties, are
hereby collectively referred to as the Properties.

WHEREAS, the City has negotiated an agreement with the Lab Holding, LLC
(the “Developer”) to lease the Properties and transfer the maintenance and repair
responsibilities for the Properties to the Developer.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Garden
Grove that the Lease Agreement for the two City Properties and Sublease Agreement
for the three Housing Authority Properties attached hereto are hereby approved and
the City Manager is hereby authorized to execute the Agreements and to sign all
other documents necessary and appropriate to carry out and implement the
Agreements.

Adopted this 10" day of May 2016.

ATTEST: /s/ BAO NGUYEN
MAYOR

/s/ KATHLEEN BAILOR, CMC
CITY CLERK
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STATE OF CALIFORNIA )
COUNTY OF ORANGE ) SS:
CITY OF GARDEN GROVE )

I, KATHLEEN BAILOR, City Clerk of the City of Garden Grove, do hereby certify
that the foregoing Resolution was duly adopted by the City Council of the City of Garden
Grove, California, at a meeting held on the 10% day of May 2016, by the following vote:

AYES: COUNCIL MEMBERS: (5) BEARD, BUI, JONES, PHAN, NGUYEN
NOES: COUNCIL MEMBERS: (0) NONE
ABSENT: COUNCIL MEMBERS: (0) NONE

/s/ KATHLEEN BAILOR, CMC
CITY CLERK
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LEASE AGREEMENT BETWEEN
CITY OF GARDEN GROVE AND
LAB HOLDING, LLC
This Lease Agreement (the “Lease”) is made and entered into this Day of

November, 2016 (“Effective Date”) by and between CITY OF GARDEN GROVE, a
municipal corporation of the State of California (“Landlord”), and Lab Holding, LLC., a
California Limited Liability Company (“Tenant”). The undersigned parties agree to this
Lease based upon the following facts and upon the following terms and conditions.

RECITALS

A. Landlord is the owner of certain unimproved real property in the City of Garden
Grove, County of Orange, State of California, identified as APNs 090-172-31
(11301 Garden Grove Blvd.), and 090-174-19 (11461 Garden Grove Blvd.) (“the
Property”). Collectively, the Property, including all rights and appurtenances
pertaining to such land, including all adjacent streets, parking lots, alleys or rights
of way, is referenced throughout this Lease as the “Premises.”

B. Landlord desires to lease to Tenant and Tenant desires to lease from Landlord,
the Premises pursuant to the terms and conditions set forth herein.

NOW THEREFORE, the Undersigned parties hereto agree as follows:

AGREEMENT

1. Lease of Premises. Landlord hereby leases to Tenant, and Tenant hereby leases
from Landlord, the Premises for the Term (as hereinafter defined) and upon the
terms and conditions as set forth herein. Tenant accepts the Premises in an “As
Is” condition without any representation or warranties being made by Landlord.
Landlord expressly disclaims any warranty or representation with regard to the
condition, safety or security of the Premises or suitability of the Premises for the
Tenant’s intended use.

2. Use.

2.1. Generally. Tenant shall use the Premises for the purposes of developing,
constructing and operating its Cottage Industries project, consisting of
commercial uses, parking lots, landscaping, and for other reasonable
associated uses consistent with Tenant’s purposes as approved by the
Landlord. Notwithstanding the foregoing, Tenant shall not cause or permit
the Premises to be used in any way which (i) constitutes a violation of any
law, ordinance, or governmental regulation or order regulating the manner
of use by Tenant of the Premises (including, without limitation, any law
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2.2.
3. Term.

ordinance, regulation, or order relating to Hazardous Materials), (ii)
constitutes a nuisance or waste, or (iii) increases the cost of any insurance
relating to the Premises paid by Landlord. Tenant shall obtain, at its sole
cost and expense, all governmental permits, licenses and authorizations of
whatever nature required by any governmental agencies having jurisdiction
over Tenant’s use of the Premises. Further, Tenant, at its sole cost, will
comply with all applicable governmental laws and regulations in connection
with its operations within the City of Garden Grove. Tenant will also comply
with any and all reasonable rules and regulations promulgated by Landlord.
The Premises shall be used solely for the use described in this Section and
for no other use or purpose.

Hazardous Materials. As used in this Lease, the term “Hazardous Materials”
means any flammable items, explosives, radioactive materials, hazardous
or toxic substances, material or waste or related materials, including any
substances defined as or included in the definition of “hazardous
substances”, “hazardous wastes”, “hazardous materials” or “toxic
substances” now or subsequently regulated under any applicable federal,
state, or local laws or regulations, including without limitation petroleum-
based products, paints, solvents, lead, cyanide, DDT, printing inks, acids,
pesticides, ammonia compounds and other chemical products, asbestos,
PCBs and similar compounds, and including any different products and
materials which are subsequently found to have adverse effects on the
environment or the health and safety of persons. However, “Hazardous
Materials” shall not include ordinary and general office supplies and
common household cleaning materials. Tenant shall not cause or permit
any Hazardous Materials to be generated, produced, brought upon, used,
stored, treated, or disposed of in or about the Premises by Tenant, its
agents, employees, contractors, sublessees or invitees in violation of any
applicable laws, codes ordinances or regulations governing the same

The term of this lease shall be fifteen (15) years, commencing on the

Effective Date (the “Term”), unless terminated earlier as provided in this lease.

4, Taxes.

4.1.

Real Property Taxes and Assessments. Should the property interest
conveyed by this Lease be subject to real property taxation and/or
assessments, Tenant shall pay, before delinquency, all lawful taxes,
assessments, fees or charges which may be levied by the State, County,
City, or any other tax or assessment-levying body upon the Premises and
any improvement thereon. TENANT UNDERSTANDS THAT THIS LEASE
MAY SUBJECT TENANT TO PROPERTY AND POSSESSORY
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4.2.

4.3.

INTEREST PROPERTY TAXATION as set out in Revenue & Taxation Code
Section 107.6 et seq.

Personal Property Taxes. Tenant shall pay all taxes charged against trade
fixtures, furnishings, equipment or any other personal property belonging to
Tenant, if any. Tenant shall use commercially reasonable efforts to have
personal property taxes separately from the Premises if any tax becomes
due as to the Premises. If any of Tenant’s personal property is taxed with
the Premises and paid by Landlord, Tenant shall reimburse Landlord the
taxes for personal property within fifteen (15) days after tenant receives a
written statement from Landlord for such personal property taxes, together
with reasonable evidence showing the amount of personal property taxes
paid by Landlord.

Payment of Taxes and Assessments. To the extent that any taxes or
assessments are separately assessed to Tenant, Tenant shall pay the
same before delinquency. If Tenant fails to pay any such taxes or
assessments as and when Tenant is required to do so hereunder, Landlord
shall have the option, but not the obligation, to pay such amount together
with any and all interest and penalties, in which case the total amount so
paid together with interest thereon at the rate of ten percent (10%) per
annum, calculated from the date of payment by Landlord to the date of
repayment by Tenant, shall be due and payable by Tenant to Landlord upon
receipt of written notice from Landlord. All taxes and assessments not
separately assessed to Tenant shall be paid by Landlord to the taxing
authority, but the amount thereof shall be payable by Tenant to Landlord
within 30 days of Landlord’s invoice therefor.

5. Utilities. Tenant shall pay, directly to the appropriate supplier, the cost of all natural
gas, heat, light, power, sewer service, telephone, water, refuse disposal and all
other utilities and services used at the Premises or supplied to the Premises at
Tenant’s request.

6. Rent. Commencing on the Effective Date, Tenant agrees to pay Landlord, without
notice or demand, annual rent of one dollar ($1.00) in advance, on or before the
first business day of each and every successive year during the Term. Tenant
may pay, in advance, the full amount of the rent for the entire Term. Rent shall be
paid to Landlord without deduction or offset, in lawful money of the United States
of America and at such place as Landlord may from time to time designate in
writing.

7. Improvements.
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7.1

7.2.

As Necessary to Use, Landlord Consent. Tenant shall, at its sole expense,
make improvements to the Premises as necessary to fulfill or engage in its
use of the Premises described herein. No construction or improvements to
any part of the Premises shall be allowed unless Tenant first seeks and
obtains Landlord’s consent thereto, together with any necessary permits,
approvals, licenses or other land use entitlements (in the aggregate,
“Consent”). Such Consent, to the extent controlled by Landlord, shall not
be unreasonably withheld or delayed.

Required Improvements by Tenant.

7.2.1. Tenant Improvements.

Tenant agrees to design, develop and construct the commercial uses,
parking lots, and landscaping, as more particularly described in concept on
Exhibit “A” subject to the Schedule of Performance in Exhibit “B” attached
hereto and made part hereof (“Tenant Improvements”). Tenant shall be
solely responsible for obtaining all necessary governmental approvals for
the implementation of the design and construction of the Tenant
Improvements. Landlord shall be allowed adequate opportunity to post
Notices of Non-responsibility or other similar notices at the location of any
Tenant Improvement before the commencement of work thereon.

7.2.2. All Work on Written Contract.

All work required in the construction of the Tenant Improvements, shall be
performed only by competent contractors licensed under the laws of the
State of California and shall be performed in accordance with written
contracts with those contractors. Each such contract shall provide that the
final payment under the contract due to the contractor shall be in an amount
equaling at least 5 percent of the full amount payable under the contract
and shall not be paid to contractor until whichever of the following last
occurs: (i) The expiration of 35 days from the date of recording by Tenant
as owner of a Notice of Completion of the Tenant Improvements, Tenant
agreeing to record that Notice of Completion promptly within the time
specified by law for the recording of that notice; or (ii) The settlement and
discharge of all liens of record claimed by persons who supplied either labor
or materials for the construction of the Tenant Improvements.

7.2.3. [Ommitted].

7.2.4. Time for Completion.
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7.3

7.4.

7.5.

Tenant shall cause construction of the Tenant Improvements to be
commenced pursuant to the timeline in the Schedule of Performance, and
shall then cause construction of the Tenant Improvements to be diligently
pursued without unnecessary interruption, and shall cause the Tenant
Improvements to be completed and ready for occupancy per the Schedule
of Performance. Tenant shall be excused for any delays in construction or
commencement of construction caused by the act of Landlord, the act of
any agent of Landlord, the act of any governmental authority, the act of any
public enemy, acts of God, the elements, war, war defense conditions,
litigation, strikes, walkouts, or other causes beyond Tenant's control. Tenant
shall, however, use reasonable diligence to avoid any such delay and to
resume construction as promptly as possible after the delay. Landlord’s
City Manager shall have the authority to approve reasonable adjustments
to the timeline in the Schedule of Performance.

Submission of Plans. Within 120 days of Landlord’s approval of the lease,
the Tenant shall submit final site plans, floor plans and elevations, and other
such information to Landlord as Landlord may reasonably request, to allow
Landlord to evaluate compliance with the construction of Tenant
Improvements and any proposed alterations to Tenant Improvements.
Such plans shall be prepared by a licensed architect or engineer, and shall
include a statement of estimated construction costs for the Tenant
Improvements prepared by the engaged architect or engineer.

Prevailing Wage, ADA. Tenant understands and agrees that in
implementing the Tenant Improvements, it has the legal obligation to
comply with, and contractually require contractor and subcontractor
compliance with, California’s prevailing wage laws codified at Labor Code
Section 1770 et. Seq. Furthermore, Tenant hereby assumes full and sole
responsibility for ensuring that access to and through the Premises is
consistent with the Americans with Disabilities Act and other similar laws
and regulations

Removal and Retention of Improvements. Upon termination or expiration
of this lease, Tenant Shall, at its sole cost and expense, remove all non-
fixed improvements or alterations to the Premises upon written request and
authorization by the Landlord, and shall return the Premises to Landlord in
substantially the same condition as they were on the Effective Date of this
Lease, or as improved via structural alteration approved by Landlord,
ordinary wear and tear excepted. Any fixture or structural alteration to the
Premises shall remain on and be surrendered with the Premises upon the
termination or expiration of the Lease without compensation to Tenant,
unless Landlord specifically directs Tenant in writing to remove all or any
such fixture or alteration. Such direction to remove a fixture or structural
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7.6.

7.7.

alteration (a “Removal Directive”) shall be given not less than sixty (60) days
before the date of termination or expiration of the Lease. Tenant shall be
solely responsible for implementing any Removal Directive and restoring
the Premises to substantially the same condition as upon the Effective Date
of this Lease.

Quitclaim Deed. Upon termination of this Lease for any reason, including
but not limited to termination because of default by Tenant, Tenant shall
execute, acknowledge, and deliver to Landlord within 30 days after receipt
of written demand therefor, a good and sufficient deed whereby all right, title
and interest of Tenant in the Premises and any improvements which are not
to be removed therefrom pursuant to this Lease is quitclaimed to Landlord.
Should Tenant fail or refuse to deliver the required deed to Landlord,
Landlord may prepare and record a notice reciting the failure of Tenant to
execute, acknowledge, and deliver such deed and said notice shall be
conclusive evidence of the termination of this Lease and of all right of
Tenant or of those claiming under Tenant in and to the in the Premises and
said improvements.

Signage, Limitations of Landlord Approval. Tenant expressly agrees to
comply with all applicable signage ordinances. No structure, sign or other
improvement of any kind shall be constructed on the Premises by Tenant,
its employees, agents or contractors without the prior written approval of
Landlord in each case. Approval may be withheld, conditioned or delayed
in Landlord’s sole and absolute discretion. No changes, modifications or
alterations from approved plans and specifications may be made without
Landlord’s prior written approval. No approval by Landlord of any plans
specifications shall constitute: (i) approval of architectural or engineering
sufficiency or representation (ii) warranty by Landlord as to the adequacy or
sufficiency of the plans and specifications or the improvements
contemplated for Tenant’s use or purpose. Landlord, by approving the
plans and specifications, assumes no responsibility or liability for any defect
in any improvements constructed on the basis of the plans and
specifications.

8. Encumbrance of Leasehold

8.1

Tenant’s Right to Encumber. Tenant may encumber to any institutional
construction lender regulated by state or federal authority (referred to in this
lease as “Lender”), by deed of trust or mortgage or other security
instrument, all of Tenant's interest under this lease and the leasehold estate
hereby created in Tenant (referred to in this lease as a “Leasehold
Encumbrance”) for purposes only related to the construction of the Tenant
Improvements. However, no Leasehold Encumbrance incurred by Tenant
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8.2.

8.3.

8.4.

in accordance with this Section shall, and Tenant shall not have power to
incur any encumbrance that shall constitute in any way a lien or
encumbrance on Landlord's fee interest in the Premises. Any Leasehold
Encumbrance shall be subject to all covenants, conditions, and restrictions
set forth in this lease and to all rights and interests of Landlord, except as
is otherwise provided in this lease. Tenant shall give Landlord prior written
notice of any Leasehold Encumbrance, together with a copy of the deed of
trust, mortgage, or other security interest evidencing the Leasehold
Encumbrance.

Notice to and Service on Lender. Landlord shall mail to any Lender who
has given Landlord written notice of its name and address, a duplicate copy
of any and all notices Landlord may from time to time give to or serve on
Tenant in accordance with or relating to this lease, including but not limited
to any notice of default, notice of termination, or notice regarding any matter
on which Landlord may predicate or claim a default. Any notices or other
communications permitted by this or any other section of this lease or by
law to be served on or given to Lender by Landlord shall be deemed duly
served on or given to Lender when deposited in the United States mail, first-
class postage prepaid, addressed to Lender at the last mailing address for
Lender furnished in writing by Lender to Landlord.

No Modification Without Lender's Consent. For as long as there is any
Leasehold Encumbrance in effect, Tenant and Landlord hereby expressly
stipulate and agree that they will not modify this lease in any way nor cancel
this lease by mutual agreement without the written consent of Lender having
that Leasehold Encumbrance.

Right of Lender to Realize on Security. A Lender with a Leasehold
Encumbrance shall have the right at any time during the term of this lease
and the existence of the encumbrance to do both of the following:

8.4.1. Any act or thing required of Tenant under this lease, and any such
act or thing done and performed by Lender shall be as effective to
prevent a forfeiture of Tenant's rights under this lease as if done by
Tenant; and

8.4.2. Realize on the security afforded by the leasehold estate by
foreclosure proceedings, accepting an assignment in lieu of
foreclosure, or other remedy afforded in law or in equity or by the
security instrument evidencing the Leasehold Encumbrance
(referred to in this lease as “the Security Instrument”), and
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8.5.

8.6.

8.4.3. To transfer, convey, or assign the title of Tenant to the leasehold
estate created by this lease to any purchaser at any foreclosure sale,
whether the foreclosure sale is conducted under court order or a
power of sale contained in the Security Instrument, or to an assignee
under an assignment in lieu of foreclosure; and

8.4.4. To acquire and succeed to the interest of Tenant under this lease by
virtue of any foreclosure sale, whether the foreclosure sale is
conducted under a court order or a power of sale contained in the
Security Instrument, or by virtue of an assignment in lieu of
foreclosure.

The Lender or any person or entity acquiring the leasehold estate shall be
liable to perform Tenant's obligations under this lease only during the
period, if any, in which that entity or person has ownership of the leasehold
estate or possession of the Premises.

Right of Lender to Cure Defaults. For as long as there is in effect any
Leasehold Encumbrance, before Landlord may terminate this lease
because of any default under or breach of this lease by Tenant, Landlord
must give written notice of the default or breach to Lender and afford Lender
the opportunity after service of the notice to do one of the following:

8.5.1. Cure the breach or default within 10 days after expiration of the time
period granted to Tenant under this lease for curing a default, when
the default can be cured by the payment of money to Landlord or
some other person;

8.5.2. Cure the breach or default within 30 days after expiration of the time
period granted to Tenant under this lease for curing a default, when
the breach or default must be cured by something other than the
payment of money and can be cured within that time; or

8.5.3. Cure the breach or default in any reasonable time that may be
required when something other than money is required to cure the
breach or default and cannot be performed within 30 days after
expiration of the time period granted to the tenant under this lease
for curing a default, provided that acts to cure the breach or default
are commenced within that time period after service of notice of
default on Lender by Landlord and are thereafter diligently continued
by Lender.

Foreclosure in Lieu of Curing Default. Notwithstanding any other provision
of this lease, a Lender under a Leasehold Encumbrance may forestall
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8.7.

termination of this lease by Landlord for a default under or breach of this
lease by Tenant by commencing proceedings to foreclose the Leasehold
Encumbrance. The proceedings so commenced may be for foreclosure of
the Leasehold Encumbrance by order of court or for foreclosure of the
Leasehold Encumbrance under a power of sale contained in the Security
Instrument. The proceedings shall not, however, forestall termination of this
lease by Landlord for the default or breach by Tenant unless all of the
following conditions are met:

8.6.1. The proceedings are commenced within 30 days after service on
Lender of the notice described in subsection (f) of Section 8;

8.6.2. The proceedings are, after having been commenced, diligently
pursued in the manner required by law to completion; and

8.6.3. Lender keeps and performs all of the terms, covenants, and
conditions of this lease requiring the payment or expenditure of
money by Tenant until the foreclosure proceedings are complete or
are discharged by redemption, satisfaction, payment, or conveyance
of the leasehold estate to Lender.

Assignment Without Consent on Foreclosure. A transfer of Tenant's
leasehold interest under this lease to any of the following shall not require
the prior consent of Landlord:

8.7.1. A purchaser at a foreclosure sale of the Leasehold Encumbrance,
whether the foreclosure sale is conducted under court order or a
power of sale in the instrument creating the encumbrance, provided
Lender under the Leasehold Encumbrance gives Landlord written
notice of the transfer, including the name and address of the
purchaser and the effective date of the transfer;

8.7.2. An assignee of the leasehold estate of Tenant under an assignment
in lieu of foreclosure, provided Lender under the Leasehold
Encumbrance gives Landlord written notice of the transfer, including
the name and address of the assignee and the effective date of the
assignment; or

8.7.3. A purchaser or assignee of the purchaser at a foreclosure sale of the
Leasehold Encumbrance or of the assignee of the leasehold estate
of Tenant acquired under an assignment in lieu of foreclosure,
provided the purchaser or assignee delivers to Landlord its written
agreement to be bound by all of the provisions of this lease.



Garden Grove City Council
Resolution No. 9354-16

Page 12

8.8.

8.9.

New Lease to Lender. Notwithstanding any other provision of this lease,

should this lease terminate because of any default under or breach of this
lease by Tenant, Landlord may enter into a new lease for the Premises with
Lender under a Leasehold Encumbrance, as Tenant, provided all of the
following conditions are satisfied:

8.8.1.

8.8.2.

8.8.3.

8.8.4.

8.8.5.

8.8.6.

A written request for the new lease is served on Landlord by Lender
within 30 days after service on Lender of the notice described in
Subsection (f) of Section 8 of this lease;

The new lease

8.8.2.1. Is for a term ending on the same date the term of this lease
would have ended had this lease not been terminated;

8.8.2.2. Provides for the payment of rent at the same rate that would
have been payable under this lease during the remaining term
of this lease had this lease not been terminated; and

8.8.2.3. Contains the same terms, covenants, conditions, and
provisions as are contained in this lease (except those that
have already been fulfilled or are no longer applicable);

Lender, on execution of the new lease by Landlord, shall pay any
and all sums that would at the time of the execution of the new lease
be due under this lease but for its termination and shall otherwise
fully remedy, or agree in writing to remedy, any other defaults under
or breaches of this lease committed by Tenant that can be remedied;

Lender, on execution of the new lease, shall pay all reasonable costs
and expenses, including attorneys' fees and court costs, incurred in
terminating this lease, recovering possession of the Premises from
Tenant or the representative of Tenant, and preparing the new lease;

The new lease shall be subject to all existing subleases between
Tenant and subtenants, provided that for any sublease, the
subtenant agrees in writing to attorn to Lender (or its assignee); and

The new lease shall be assignable by Lender but not by any
assignee of Lender without the prior written consent of Landlord.

No Merger of Leasehold and Fee Estates. For as long as any Leasehold

Encumbrance is in existence, there shall be no merger of the leasehold
estate created by this lease and the fee estate of Landlord in the Premises
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8.10.

8.11.

8.12.

merely because both estates have been acquired or become vested in the
same person or entity, unless Lender otherwise consents in writing.

Lender as Assignee of Lease. No Lender under any Leasehold
Encumbrance shall be liable to Landlord as an assignee of this lease unless
and until Lender acquires all rights of Tenant under this lease through
foreclosure, an assignment in lieu of foreclosure, or as a result of some
other action or remedy provided by law or by the instrument creating the
Leasehold Encumbrance.

Lender as Including Subsequent Security Holders. The term “Lender” as
used in this lease shall mean not only the institutional lender that loaned
money to Tenant and is named as beneficiary, mortgagee, secured party,
or security holder in the Security Instrument creating any Leasehold
Encumbrance, but also all subsequent purchasers or assignees of the
leasehold interest secured by the Leasehold Encumbrance.

Two or More Lenders. In the event two or more Lenders each exercise their
rights under this lease and there is a conflict that renders it impossible to
comply with all requests of Lenders, the Lender whose Leasehold
Encumbrance would have senior priority in the event of a foreclosure shall
prevail.

Maintenance and Repair.

9.1.

9.2.

General Maintenance and Repairs. Tenant shall be responsible to perform
general maintenance and repair of the Premises, including but not limited
to all common areas, landscaping, irrigation and parking facilities, and keep
all portions of the Premises in a clean and orderly condition. Tenant shall
be responsible for any damage done in or to the Premises caused by
Tenant, sub-tenants or its employees, agents, contractors and invitees.
Upon termination of this Lease, Tenant shall peaceably surrender and quit
the Premises in good order, condition and repair, reasonable wear and tear
excepted, and at its sole expense, except as otherwise specified in Section
7.5 above, shall remove all of its trade fixtures and personal property and
repair any damage to the Premises occasioned by removal of these items.

Capital Repairs and Improvements. Tenant acknowledges and agrees
that Tenant has inspected the Premises and has substantial knowledge as
to the condition of the Premises. Landlord shall not be responsible for
capital repairs or improvements to the Premises. Subject to the terms
herein, Tenant hereby waives its rights to compel Landlord to repair,
replace, upgrade or otherwise maintain the Premises.
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10.

11.

9.3. Destruction of Premises. If the Premises, or any portion thereof, are
destroyed or damaged by any reason, Landlord and Tenant agree as
follows: If the damage is covered by Tenant’s insurance maintained per
Section 12 below, Tenant shall immediately submit appropriate claims to
effect repair and restoration of the Premises. If insurance proceeds are
insufficient to fully effect such repair and restoration, or if the damage is not
covered by Tenant’s insurance, Tenant and Landlord shall work together to
determine how to proceed, recognizing the special nature of the Premises.

Liens. Except as provided for in Section 8, Tenant shall not permit to be placed
against the Premises, or any part of the Premises, any mechanics’, materialmen’s,
contractors’, subcontractors’, or other liens. Tenant shall indemnify, defend (with
counsel acceptable to Landlord) and hold Landlord harmless from all liability for
any and all liens, claims, demands, together with the costs of defense and
reasonable attorneys’ fees related to same. Landlord reserves the right, at any
time and from time to time, to post and maintain on the Premises, any portion
thereof or on the improvements on the Premises any notices of non-responsibility
or other notice as may be desirable to protect Landlord against liability. In addition
to and not in limitation of Landlord’s other rights and remedies under this Lease,
should Tenant fail, within ten (10) days of a written request from Landlord, to
discharge any lien or claim related to Tenant’s use of the Premises, or to indemnify,
hold harmless and defend Landlord from and against any loss, damage, injury,
liability or claim arising out of Tenant’s use of the Premises as provided above,
then Landlord, at its option, may elect to pay any lien, claim, loss, demand, injury,
liability or damages or settle or discharge any action or satisfy any judgment and
all costs, expenses, and attorney’s fees incurred in doing so shall be paid to
Landlord by Tenant upon written demand, together with interest thereon at the rate
of seven percent (7%) per annum (but in no event more than maximum interest
rate permitted by law) from the date incurred or paid through and including the
payment date.

Indemnity. As a material part of the consideration to Landlord, to the fullest extent
allowed by law, Tenant shall indemnify, defend (with counsel acceptable to
Landlord) and hold Landlord, together with Landlord’s agents, employees, officers,
officials, and volunteers, harmless from and against any loss, damage, injury,
accident, casualty, liability, claim, cost or expense (including, but not limited to,
reasonable attorney’s fees) of any kind or character to any person, including
wrongful death, or property (collectively, “Claims”) arising from or related to: (i)
Tenant’s occupation and/or use of the Premises, before, during, and after the Term
and/or (ii) any act or omission of Tenant, its employees, agents, contractors or
invitees. Tenant shall not be liable for such Claims to the extent and in the
proportion that the same is ultimately determined to be attributable to the sole
gross negligence or intentional misconduct of Landlord. All indemnity obligations
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12.

under this Section shall survive the expiration or termination of this Lease.
Landlord shall not be liable for any loss or theft or any property on the Premises.

12.1.

12.2.

12.3.

Insurance.

Coverage. Tenant, at its sole cost and expense, shall, during the entire
Term, keep in full force and effect: (i) a worker’s compensation insurance
policy as required by the State of California; and (ii) a policy or policies of
general liability and property damage insurance, with respect to the
Premises, in which the combined single limit of liability shall not be less than
TWO MILLION DOLLARS ($2,000,000). Tenant shall also maintain a
standard form all-risk policy covering fire and extended coverage,
vandalism, malicious mischief, sprinkler leakage and other perils of direct
physical loss or damage insuring the personal property, trade fixtures and
equipment of Tenant. Said policies shall name Landlord as additional
insured and contain a clause that the insurer may not cancel or change the
insurance coverage limits without first giving Landlord thirty (30) days’ prior
written notice, except cancellation for nonpayment of premium, in which
case only ten (10) days’ prior written notice shall be required. Tenant’s
general liability insurance shall include a contractual liability endorsement
insuring performance of all indemnities of Tenant under this Lease and a
cross-liability endorsement to the extent insurable. Said insurance policy
shall be with an insurance company or companies with general policy
holders’ rating of not less than “A-VIII” as rated in the most current available
Best’'s Key Rating Guide and which are qualified to do business in the state
in which the Premises are located.

Risk of Loss. Landlord shall not be liable for injury to any person or for any
damage to personal property sustained by Tenant or others that arises from
or relates to : (i) any defect or alleged defect in the Premises or any service
facilities, (ii) the occurrence of any accident, including but not limited to
damage cause by water, wind, storm, or by any gas, steam, electrical wiring,
sprinkler system, plumbing, heating or conditioning apparatus, (iii) Tenant’s
acts or omissions or those of Tenant's agents, employees,
invitees/customers, officers, volunteers or other occupants of the Premises,
present with Tenant’'s permission or knowledge, (iv) any part or
appurtenance of the Premises, including any and all furniture, fixtures, and
equipment of Tenant becoming out of repair

Waiver of Subrogation. Tenant hereby releases Landlord from liability and
waives all right of recovery against Landlord for any loss in or about the
Premises from perils insured against under its fire or liability insurance
contracts, including any and all risk endorsements thereof, whether due to
negligence or any other cause. However, this Section shall be inapplicable
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12.4.

as to a particular insurance contract to the extent it would have the effect of
invalidating the coverage provided by that contract, whether of Landlord or
Tenant. Nothing herein shall relieve Tenant of its obligation to request and
procure, to the extent available on a commercially reasonable basis, the
necessary endorsements required to validly waive subrogation in
accordance with this paragraph. Tenant shall, at the request of Landlord,
execute and deliver to Landlord a Waiver of Subrogation in the form and
content as reasonably required by Landlord’s risk manager. To the extent
Tenant fails to maintain the insurance required under the terms of this lease,
such failure shall be a defense to any claim asserted by Tenant against
Landlord by reason of any loss sustained by Tenant due to circumstances
that would have been covered had such required insurance been
maintained.

Certificate of Insurance. A certificate issued by the insurance carrier for
each policy of insurance required to be maintained by Tenant under the
provisions of this Lease shall be delivered to Landlord upon or before the
delivery of the Premises to Tenant for any purpose. Each of said certificates
of insurance and each such policy of insurance required to be maintained
by Tenant hereunder shall expressly evidence insurance coverage as
required by this Lease.

13. Defaults and Remedies.

13.1.

Events of Default. Should Tenant be in default in the prompt and full
performance of any obligation of the Lease for more than ten (10) days,
(unless due to the nature of such default it is not capable of being cured
within ten (10) days, in which event Tenant shall be in default unless it
commences to cure such obligation within such ten (10) day period and
thereafter diligently prosecute such cure to completion), after written notice
from Landlord specifying the particulars of the default (any such notice
being required by this Section for any breach, being deemed in lieu of, and
not in addition to, any notice required under Section 1161 of the California
Code of Civil Procedure, or any similar superseding statute), or should
Tenant vacate or abandon the Premises, or should Tenant make any
general assignment for the benefit of creditors (other than as provided in
Section 8), or should substantially all of Tenant’s assets located at the
Premises or Tenant’s interest in this Lease be attached or judicially seized
where the seizure is not discharged within thirty (30) days, then Landlord
may treat the occurrence of any one (1) or more of the foregoing events as
a breach of this Lease and, in addition to any or all other rights or remedies
of Landlord by law provided, Landlord shall have the right, at Landlord’s
option, without further notice or demand of any kind to Tenant or any other
person: (i) to declare the Term ended and to re-enter and take possession
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14.

of the Premises and remove all persons, property and improvements
therefrom, or (ii) to re-enter the Premises, without declaring this Lease
terminated and without terminating Tenant’s rights to possession, and to
occupy the whole or any part for and on account of Tenant, and to collect
any unpaid rentals and other charges which have become payable or which
may thereafter become payable, or (iii) to terminate this Lease and all of
Tenant’s rights as to the Premises hereunder, even though it may have
previously re-entered the Premises without terminating this Lease. In any
case in which Landlord shall re-enter and occupy the whole or any part of
the Premises, by unlawful detainer proceedings or otherwise, Landlord, at
its option, may repair, alter, subdivide, or change the character of the
Premises from time to time in such manner as Landlord deems best, may
re-let the Premises or any part thereof and receive the rents therefor, and
none of such actions shall constitute a termination of this Lease, a release
of Tenant from any liability hereunder. Landlord shall not be deemed to
have terminated this Lease or liability of Tenant to pay any rent or other
charges later accruing by any re-entry of the Premises as provided above,
or by any action in unlawful detainer or otherwise to obtain possession of
the Premises, unless Landlord shall have notified Tenant in writing that it
has so elected to terminate this Lease. Notwithstanding anything to the
contrary set forth above, if the default complained of, other than a default
for the payment of monies, cannot be rectified or cured within the period
requiring rectification or curing, as specified in the written notice relating to
the default, then, as to a default susceptible to being cured, the default shall
be deemed to be rectified or cured if Tenant, within the notice period, shall
have commenced to rectify or cure the default and shall thereafter diligently
and continuously prosecute same to completion.

13.2. Termination of Lease. Should Landlord elect to terminate this Lease
pursuant to this Section, Landlord may recover from Tenant all damages
caused as a result of Tenant’s default.

Waiver. Any waiver by Landlord of any default or breach of any covenant,
condition, term, and agreement contained in this Lease, shall not be construed to
be a waiver of any subsequent or other default or breach, nor shall failure by
Landlord to require exact, full, and complete compliance with any of the covenants,
conditions, terms, or agreements contained in this Lease be construed as
changing the terms of this Lease in any manner or preventing Landlord from
enforcing the full provisions hereof. No delay, failure, omission of Landlord to
exercise any right, power, privilege, or option arising from any default or breach,
nor any subsequent acceptance of payment then or thereafter by Landlord, shall
impair any such right, power, privilege, or option or be construed as a waiver of or
acquiescence in such default or breach, or as relinquishment of any right. The
rights, powers, options, privileges, and remedies available to Landlord under this
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15.

16.

17.

Lease shall not be exclusive but shall be cumulative with and in addition to all
remedies now or hereafter allowed by law and elsewhere provided in this lease.

Attorneys’ Fees. Should either party to this Lease have to resort to litigation to
enforce any provision of this Lease, the prevailing party shall be entitled to its
attorneys’ fees and reasonable costs incurred in litigating any dispute.

Access and Inspection. Landlord and its representatives, employees, agents or
independent contractors shall have access to the Premises, or any portion thereof,
at all times, upon reasonable notice to Tenant, for purposes of inspection, to show
the Premises to prospective purchasers, to provide necessary services, to make
necessary repairs or perform other services, or to post appropriate Notices of Non-
Responsibility, all without being liable for any breach of a covenant of quiet
enjoyment possessed by Tenant, of eviction of Tenant, or any other damage to
Tenant or its operations. In exercising these rights, Landlord shall use its best
efforts to minimize disruption or inconvenience to Tenant, and shall unless in an
emergency, provide reasonable advance notice of any such entry onto the
Premises or inspection thereof.

Prohibition on Assignment and Subletting.

17.1. Landlord’s Consent. Except as otherwise provided in Section 8, Tenant
may not assign, sublet or otherwise transfer its interest, under this Lease
without Landlord’s prior written consent, which consent may be withheld,
conditioned or delayed in Landlord’s sole and absolute discretion. Any
attempted assignment, sublet or transfer made in violation of this provision
shall be void.

17.2. Approved Assignments. The following events shall not be considered a
transfer of interest under Section 17.1 above: (a) a change in ownership of
Tenant as a result of a merger, consolidation, reorganization, or joint
venture; (b) the sale, exchange, issuance, or other transfer of Tenant’s
stock on a national exchange or between Tenant’s parent company, if any,
and any subsidiary, affiliate, related entity, or other entity that controls, is
controlled by, or is under common control with Tenant; (c) the Transfer of
this Lease to Tenant’s parent entity, if any, or any subsidiary, affiliate,
related entity, an entity that controls, is controlled by, or is under common
control with Tenant; or (d) a collateral assignment of Tenant’s interest in this
Lease to a lender as security for any indebtedness of Tenant to the lender.
Tenant shall not be required to obtain Landlord’s consent and Landlord shall
have no right to delay, alter, or impede any of the foregoing transactions or
combinations thereof, but such transfer of interest shall be effective only
upon not less than sixty (60) days written notice to Landlord.
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18.

19.

20.

21.

22.

Notices. All written notices required to be given pursuant to the terms hereof shall
be either (a) personally delivered, (b) deposited in the United States express mail
or first class mail, registered or certified, return receipt requested, postage prepaid,
(c) delivered by overnight courier service, or (d) by electronic mail in Portable
Document Format (PDF) with confirmation of receipt, in which case notice shall be
deemed delivered upon receipt of confirmation of receipt. All such notices shall be
deemed delivered upon actual receipt (or upon the first attempt at delivery
pursuant to the methods specified in clauses (a), (b) or (c) above if the intended
recipient refuses to accept delivery). All such notices shall be delivered to the
following addresses, or to such other address as the receiving Party may from time
to time specify by written notice to the other Party:

To Tenant: Lab Holding, LLC
709 Randolph Ave.
Costa Mesa, CA 92626
Attn.: Shaheen Sadeghi
Phone: (714) 966-6661

To Landlord: City of Garden Grove
11222 Acacia Parkway
Garden Grove, CA 92840
Attn.: City Manager
Phone: (714) 741-5100

No Principal/Agent Relationship. Nothing contained in this Lease shall be
construed to render Landlord in any way or for any purpose a partner, joint
venturer, or associate in any relationship with Tenant other than that of Landlord
and Tenant, nor shall this lease be construed to authorize either to act as an agent
for the other.

Entire Agreement, Modification. This lease constitutes the entire agreement
between Landlord and Tenant pertaining to the subject matter of this Lease and
supersedes all prior and contemporaneous agreements, representations and
understandings of Landlord and Tenant, oral or written. No supplement,
modifications or amendment of this Lease shall be binding unless in writing and
executed by Tenant and Landlord.

Applicable Law and Venue. This Lease shall be construed and enforced in
accordance with, and governed by, the laws of the State of California. The parties
consent to the jurisdiction of California Courts with venue in Orange County.

Counterparts. This Lease may be executed in any number of counterparts, each
of which shall be deemed an original and all of which shall constitute one and the
same instrument.
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23.

24.

25.

26.

27.

28.

29.

30.

Headings and Recitals. The headings of this Lease are for purposes of reference
only and shall not limit or define the meaning of any provision.

Construction. The Parties acknowledge that each Party and its counsel have
reviewed and revised this Lease and that the normal rule of construction to the
effect that any ambiguities are to be resolved against the drafting Party shall not
be employed in the interpretation of this Lease or any amendments hereto.

Memorandum of Lease for Recording. Landlord and Tenant shall, at the request
of either at any time during the term of this lease, execute a memorandum or “short
form” of this lease for purposes of, and in a form suitable for, recordation. The
memorandum or “short form” of this lease shall describe the parties, set forth a
description of the leased premises, specify the term of this lease, incorporate this
lease by reference, and include any other provisions required by Lender(s).

Termination; Holdover. This Lease shall terminate without further notice at the
expiration of the Lease Term. Any holding over by Tenant after expiration shall not
constitute a renewal or extension or give Tenant any rights in or to the Premises.

Incorporation of Attachments. All Attachments included herein or attached hereto
are hereby incorporated into this Lease by this reference, and constitute an integral
part of this Lease.

Time. Time is of the essence of every provision contained in this Lease.

Severability. If any one or more of the provisions contained in this Lease shall for
any reason be held to be invalid, illegal or unenforceable in any respect, such
invalidity, illegality or unenforceability shall not affect any other provision hereof,
and this Lease shall be construed as if such invalid, illegal, or unenforceable term
or provision had never been contained herein.

Right of First Refusal. Tenant is hereby granted a Right of First Refusal to
purchase the Property as follows: (a) Prior to soliciting any offer for sale of the
Property or any interest in the Property, or accepting any offer to purchase the
Property or any beneficial ownership interests in the Property, Landlord shall notify
Tenant of such interest to sell or offer and deliver to Tenant a copy thereof. Tenant
may exercise the Right of First Refusal by delivering to Landlord a written notice
of exercise within ninety (90) days after Tenant has received Landlord’s notice of
an intent to sell. The purchase price shall be the fair market value of the Property
determined as follows. Landlord shall provide Tenant with a list of no fewer than
three appraisers for Tenant’s approval. Tenant shall select one appraiser to
perform the appraisal and determine the fair market value of the Property. Tenant
may reject any appraiser for a reasonable cause. If any appraiser(s) are rejected
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with cause, Landlord will provide alternative appraiser(s) of an equal number. In
the event Tenant fails to select an appraiser within fifteen (15) days of receiving
the list of appraisers, Landlord may select an appraiser. Landlord shall pay the
cost of the appraiser. Any appraiser selected pursuant to this section shall be an
MAI appraiser with at least five years of experience. (b) In the event Tenant does
not exercise the Right of First Refusal pursuant to subparagraphs (a) above,
Landlord may sell the Property.

(SIGNATURE PAGE FOLLOWS)
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IN WITNESS WHEREOF, Landlord and Tenant have executed this instrument of the

Effective Date.

LANDLORD
CITY OF GARDEN GROVE,
California Municipal Corporation

City Manager

Date:

Attest:

City Clerk

Approved as to form:

City Attorney

TENANT
LAB HOLDING, LLC, a California
Limited Liability Company

By:

As agent and manager

By:

Date:

By:

Date:
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Exhibit “A”
TENANT IMPROVEMENTS
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Exhibit “B”
SCHEDULE OF PERFORMANCE
PROPOSED
ITEM MILESTONE RESII:SII;ITS‘I(BLE COMPLIANCE ETSIFI‘IJIBE/:III}IT;I:ED
DATE(S)
1 Approval of Lease. N/A May 10,2016 May 10
2016
Preliminary project design and submittal to Sept. 2
2 Landlord for review. Tenant Sept. 2, 2016 2016
3 Effective Date/Commencement of Lease Landlord and Not later than Nov. 21
Term. Tenant November 21, 2016. 2016
Within one 120 days
4 Prepare and submit 100% Schematic Design Tenant following March 21
to Landlord for review. Commencement of Lease 2017
Term.
Planning Review. Landlord to expeditiously
process and review plans, associated CEQA
5 approvals and related documents pursuant Landlord and Not later than May 31, May 21
to Section 19.3 of the DDA. Tenant to Tenant 2017. 2017
conduct community outreach and public
engagement.
Complete. 100% Construction Documents Not later than August 31, Aug. 21
6 and submit to Landlord for review and Tenant
2017 2017
approval.
Building Review of Construction
7 Documents. Landlord to expeditiously Landlord Not later than October 31, Oct. 21
process and review plans associated with 2017. 2017
permits and approvals.
5| obain Buiking Permit for comsruetion of | Tenan | Nolaterthan November | May 23
. g 21,2017 2017
1mprovements.
9 Completion of Construction. Tenant agrees Tenant No later than November May 25
to complete improvements. 21,2019 2019
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SUBLEASE AGREEMENT BETWEEN
CITY OF GARDEN GROVE AND
LAB HOLDING, LLC
This Sublease Agreement (the “Sublease”) is made and entered into this Day of

November, 2016 (“Effective Date”) by and between CITY OF GARDEN GROVE, a
municipal corporation of the State of California (“Landlord”), and Lab Holding, LLC., a
California Limited Liability Company (“Tenant”). The undersigned parties agree to this
Sublease based upon the following facts and upon the following terms and conditions.

RECITALS

A. Landlord leases from its Housing Authority certain unimproved real property in the

City of Garden Grove, County of Orange, State of California, identified as APNs
090-172-15 (12951 7" St.), 090-174-07 (11421 Garden Grove Blvd.), and 090-
174-06 (12942 8" St.) (“the Property”). Collectively, the Property, including all
rights and appurtenances pertaining to such land, including all adjacent streets,
parking lots, alleys or rights of way, is referenced throughout this Sublease as the
“Premises.”

B. Landlord desires to Sublease to Tenant and Tenant desires to Sublease from

Landlord, the Premises pursuant to the terms and conditions set forth herein.

NOW THEREFORE, the Undersigned parties hereto agree as follows:

1.

AGREEMENT

Sublease of Premises. Landlord hereby Subleases to Tenant, and Tenant hereby
Subleases from Landlord, the Premises for the Term (as hereinafter defined) and
upon the terms and conditions as set forth herein. Tenant accepts the Premises
in an “As Is” condition without any representation or warranties being made by
Landlord. Landlord expressly disclaims any warranty or representation with regard
to the condition, safety or security of the Premises or suitability of the Premises for
the Tenant’s intended use.

Use.

2.1.  Generally. Tenant shall use the Premises for the purposes of developing,
constructing and operating its Cottage Industries project, consisting of
commercial uses, parking lots, landscaping, and for other reasonable
associated uses consistent with Tenant’s purposes as approved by the
Landlord. Notwithstanding the foregoing, Tenant shall not cause or permit
the Premises to be used in any way which (i) constitutes a violation of any
law, ordinance, or governmental regulation or order regulating the manner
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2.2.

2.3.

of use by Tenant of the Premises (including, without limitation, any law
ordinance, regulation, or order relating to Hazardous Materials), (ii)
constitutes a nuisance or waste, or (iii) increases the cost of any insurance
relating to the Premises paid by Landlord. Tenant shall obtain, at its sole
cost and expense, all governmental permits, licenses and authorizations of
whatever nature required by any governmental agencies having jurisdiction
over Tenant’s use of the Premises. Further, Tenant, at its sole cost, will
comply with all applicable governmental laws and regulations in connection
with its operations within the City of Garden Grove. Tenant will also comply
with any and all reasonable rules and regulations promulgated by Landlord.
The Premises shall be used solely for the use described in this Section and
for no other use or purpose.

Hazardous Materials. As used in this Sublease, the term “Hazardous
Materials” means any flammable items, explosives, radioactive materials,
hazardous or toxic substances, material or waste or related materials,
including any substances defined as or included in the definition of
“hazardous substances”, “hazardous wastes”, “hazardous materials” or
“toxic substances” now or subsequently regulated under any applicable
federal, state, or local laws or regulations, including without limitation
petroleum-based products, paints, solvents, lead, cyanide, DDT, printing
inks, acids, pesticides, ammonia compounds and other chemical products,
asbestos, PCBs and similar compounds, and including any different
products and materials which are subsequently found to have adverse
effects on the environment or the health and safety of persons. However,
“Hazardous Materials” shall not include ordinary and general office supplies
and common household cleaning materials. Tenant shall not cause or
permit any Hazardous Materials to be generated, produced, brought upon,
used, stored, treated, or disposed of in or about the Premises by Tenant, its
agents, employees, contractors, sublessees or invitees in violation of any
applicable laws, codes ordinances or regulations governing the same.

Existing Use of Premises. Tenant acknowledges that the City of Garden
Grove Community Gardens is currently located and operated on APNs 090-
174-06 (12942 8™ St.) and 090-174-07 (11421 Garden Grove Blvd.). The
current Gardens program ends on February 29, 2017, and Tenant agrees
to the continued operation of the Gardens through February 29, 2017.

3. Term. The term of this Sublease shall be fifteen (15) years, commencing on the
Effective Date (the “Term”), unless terminated earlier as provided in this Sublease.

4. Taxes.
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4.1.

4.2.

4.3.

Real Property Taxes and Assessments. Should the property interest
conveyed by this Sublease be subject to real property taxation and/or
assessments, Tenant shall pay, before delinquency, all lawful taxes,
assessments, fees or charges which may be levied by the State, County,
City, or any other tax or assessment-levying body upon the Premises and
any improvement thereon. TENANT UNDERSTANDS THAT THIS
SUBLEASE MAY SUBJECT TENANT TO PROPERTY AND
POSSESSORY INTEREST PROPERTY TAXATION as set out in Revenue
& Taxation Code Section 107.6 et seq.

Personal Property Taxes. Tenant shall pay all taxes charged against trade
fixtures, furnishings, equipment or any other personal property belonging to
Tenant, if any. Tenant shall use commercially reasonable efforts to have
personal property taxes separately from the Premises if any tax becomes
due as to the Premises. If any of Tenant’s personal property is taxed with
the Premises and paid by Landlord, Tenant shall reimburse Landlord the
taxes for personal property within fifteen (15) days after tenant receives a
written statement from Landlord for such personal property taxes, together
with reasonable evidence showing the amount of personal property taxes
paid by Landlord.

Payment of Taxes and Assessments. To the extent that any taxes or
assessments are separately assessed to Tenant, Tenant shall pay the
same before delinquency. If Tenant fails to pay any such taxes or
assessments as and when Tenant is required to do so hereunder, Landlord
shall have the option, but not the obligation, to pay such amount together
with any and all interest and penalties, in which case the total amount so
paid together with interest thereon at the rate of ten percent (10%) per
annum, calculated from the date of payment by Landlord to the date of
repayment by Tenant, shall be due and payable by Tenant to Landlord upon
receipt of written notice from Landlord. All taxes and assessments not
separately assessed to Tenant shall be paid by Landlord to the taxing
authority, but the amount thereof shall be payable by Tenant to Landlord
within 30 days of Landlord’s invoice therefor.

5. Utilities. Tenant shall pay, directly to the appropriate supplier, the cost of all natural
gas, heat, light, power, sewer service, telephone, water, refuse disposal and all
other utilities and services used at the Premises or supplied to the Premises at
Tenant’s request.

6. Rent. Commencing on the Effective Date, Tenant agrees to pay Landlord, without
notice or demand, annual rent of one dollar ($1.00) in advance, on or before the
first business day of each and every successive year during the Term. Tenant
may pay, in advance, the full amount of the rent for the entire Term. Rent shall be
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paid to Landlord without deduction or offset, in lawful money of the United States
of America and at such place as Landlord may from time to time designate in
writing.

7. Improvements.

7.1

7.2.

As Necessary to Use, Landlord Consent. Tenant shall, at its sole expense,
make improvements to the Premises as necessary to fulfill or engage in its
use of the Premises described herein. No construction or improvements to
any part of the Premises shall be allowed unless Tenant first seeks and
obtains Landlord’s consent thereto, together with any necessary permits,
approvals, licenses or other land use entitlements (in the aggregate,
“Consent”). Such Consent, to the extent controlled by Landlord, shall not
be unreasonably withheld or delayed.

Required Improvements by Tenant.

7.2.1. Tenant Improvements.

Tenant agrees to design, develop and construct the commercial uses,
parking lots, and landscaping, as more particularly described in concept on
Exhibit “A” subject to the Schedule of Performance in Exhibit “B” attached
hereto and made part hereof (“Tenant Improvements”). Tenant shall be
solely responsible for obtaining all necessary governmental approvals for
the implementation of the design and construction of the Tenant
Improvements. Landlord shall be allowed adequate opportunity to post
Notices of Non-responsibility or other similar notices at the location of any
Tenant Improvement before the commencement of work thereon.

7.2.2. All Work on Written Contract.

All work required in the construction of the Tenant Improvements, shall be
performed only by competent contractors licensed under the laws of the
State of California and shall be performed in accordance with written
contracts with those contractors. Each such contract shall provide that the
final payment under the contract due to the contractor shall be in an amount
equaling at least 5 percent of the full amount payable under the contract
and shall not be paid to contractor until whichever of the following last
occurs: (i) The expiration of 35 days from the date of recording by Tenant
as owner of a Notice of Completion of the Tenant Improvements, Tenant
agreeing to record that Notice of Completion promptly within the time
specified by law for the recording of that notice; or (ii) The settlement and
discharge of all liens of record claimed by persons who supplied either labor
or materials for the construction of the Tenant Improvements.
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7.3

7.4.

7.5.

7.2.3. [Ommitted].
7.2.4. Time for Completion.

Tenant shall cause construction of the Tenant Improvements to be
commenced pursuant to the timeline in the Schedule of Performance, and
shall then cause construction of the Tenant Improvements to be diligently
pursued without unnecessary interruption, and shall cause the Tenant
Improvements to be completed and ready for occupancy per the Schedule
of Performance. Tenant shall be excused for any delays in construction or
commencement of construction caused by the act of Landlord, the act of
any agent of Landlord, the act of any governmental authority, the act of any
public enemy, acts of God, the elements, war, war defense conditions,
litigation, strikes, walkouts, or other causes beyond Tenant's control. Tenant
shall, however, use reasonable diligence to avoid any such delay and to
resume construction as promptly as possible after the delay. Landlord’s
City Manager shall have the authority to approve reasonable adjustments
to the timeline in the Schedule of Performance.

Submission of Plans. Within 120 days of Landlord’s approval of the
Sublease, the Tenant shall submit final site plans, floor plans and
elevations, and other such information to Landlord as Landlord may
reasonably request, to allow Landlord to evaluate compliance with the
construction of Tenant Improvements and any proposed alterations to
Tenant Improvements. Such plans shall be prepared by a licensed architect
or engineer, and shall include a statement of estimated construction costs
for the Tenant Improvements prepared by the engaged architect or
engineer.

Prevailing Wage, ADA. Tenant understands and agrees that in
implementing the Tenant Improvements, it has the legal obligation to
comply with, and contractually require contractor and subcontractor
compliance with, California’s prevailing wage laws codified at Labor Code
Section 1770 et. Seq. Furthermore, Tenant hereby assumes full and sole
responsibility for ensuring that access to and through the Premises is
consistent with the Americans with Disabilities Act and other similar laws
and regulations

Removal and Retention of Improvements. Upon termination or expiration
of this Sublease, Tenant Shall, at its sole cost and expense, remove all non-
fixed improvements or alterations to the Premises upon written request and
authorization by the Landlord, and shall return the Premises to Landlord in
substantially the same condition as they were on the Effective Date of this
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8.

7.6.

7.7.

Sublease, or as improved via structural alteration approved by Landlord,
ordinary wear and tear excepted. Any fixture or structural alteration to the
Premises shall remain on and be surrendered with the Premises upon the
termination or expiration of the Sublease without compensation to Tenant,
unless Landlord specifically directs Tenant in writing to remove all or any
such fixture or alteration. Such direction to remove a fixture or structural
alteration (a “Removal Directive”) shall be given not less than sixty (60) days
before the date of termination or expiration of the Sublease. Tenant shall
be solely responsible for implementing any Removal Directive and restoring
the Premises to substantially the same condition as upon the Effective Date
of this Sublease.

Quitclaim Deed. Upon termination of this Sublease for any reason,
including but not limited to termination because of default by Tenant, Tenant
shall execute, acknowledge, and deliver to Landlord within 30 days after
receipt of written demand therefor, a good and sufficient deed whereby all
right, title and interest of Tenant in the Premises and any improvements
which are not to be removed therefrom pursuant to this Sublease is
quitclaimed to Landlord. Should Tenant fail or refuse to deliver the required
deed to Landlord, Landlord may prepare and record a notice reciting the
failure of Tenant to execute, acknowledge, and deliver such deed and said
notice shall be conclusive evidence of the termination of this Sublease and
of all right of Tenant or of those claiming under Tenant in and to the in the
Premises and said improvements.

Signage, Limitations of Landlord Approval. Tenant expressly agrees to
comply with all applicable signage ordinances. No structure, sign or other
improvement of any kind shall be constructed on the Premises by Tenant,
its employees, agents or contractors without the prior written approval of
Landlord in each case. Approval may be withheld, conditioned or delayed
in Landlord’s sole and absolute discretion. No changes, modifications or
alterations from approved plans and specifications may be made without
Landlord’s prior written approval. No approval by Landlord of any plans
specifications shall constitute: (i) approval of architectural or engineering
sufficiency or representation (ii) warranty by Landlord as to the adequacy or
sufficiency of the plans and specifications or the improvements
contemplated for Tenant’s use or purpose. Landlord, by approving the
plans and specifications, assumes no responsibility or liability for any defect
in any improvements constructed on the basis of the plans and
specifications.

Encumbrance of leasehold
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8.1

8.2.

8.3.

8.4.

Tenant’s Right to Encumber. Tenant may encumber to any institutional
construction lender regulated by state or federal authority (referred to in this
Sublease as “Lender”), by deed of trust or mortgage or other security
instrument, all of Tenant's interest under this Sublease and the leasehold
estate hereby created in Tenant (referred to in this Sublease as a
“Leasehold Encumbrance”) for purposes only related to the construction of
the Tenant Improvements. However, no Leasehold Encumbrance incurred
by Tenant in accordance with this Section shall, and Tenant shall not have
power to incur any encumbrance that shall constitute in any way a lien or
encumbrance on Landlord's fee interest in the Premises. Any Leasehold
Encumbrance shall be subject to all covenants, conditions, and restrictions
set forth in this Sublease and to all rights and interests of Landlord, except
as is otherwise provided in this Sublease. Tenant shall give Landlord prior
written notice of any Leasehold Encumbrance, together with a copy of the
deed of trust, mortgage, or other security interest evidencing the Leasehold
Encumbrance.

Notice to and Service on Lender. Landlord shall mail to any Lender who
has given Landlord written notice of its name and address, a duplicate copy
of any and all notices Landlord may from time to time give to or serve on
Tenant in accordance with or relating to this Sublease, including but not
limited to any notice of default, notice of termination, or notice regarding any
matter on which Landlord may predicate or claim a default. Any notices or
other communications permitted by this or any other section of this
Sublease or by law to be served on or given to Lender by Landlord shall be
deemed duly served on or given to Lender when deposited in the United
States mail, first-class postage prepaid, addressed to Lender at the last
mailing address for Lender furnished in writing by Lender to Landlord.

No Modification Without Lender's Consent. For as long as there is any
Leasehold Encumbrance in effect, Tenant and Landlord hereby expressly
stipulate and agree that they will not modify this Sublease in any way nor
cancel this Sublease by mutual agreement without the written consent of
Lender having that Leasehold Encumbrance.

Right of Lender to Realize on Security. A Lender with a Leasehold
Encumbrance shall have the right at any time during the term of this
Sublease and the existence of the encumbrance to do both of the following:

8.4.1. Any act or thing required of Tenant under this Sublease, and any
such act or thing done and performed by Lender shall be as effective
to prevent a forfeiture of Tenant's rights under this Sublease as if
done by Tenant; and
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8.5.

8.4.2. Realize on the security afforded by the leasehold estate by
foreclosure proceedings, accepting an assignment in lieu of
foreclosure, or other remedy afforded in law or in equity or by the
security instrument evidencing the Leasehold Encumbrance
(referred to in this Sublease as “the Security Instrument”), and

8.4.3. To transfer, convey, or assign the title of Tenant to the leasehold
estate created by this Sublease to any purchaser at any foreclosure
sale, whether the foreclosure sale is conducted under court order or
a power of sale contained in the Security Instrument, or to an
assignee under an assignment in lieu of foreclosure; and

8.4.4. To acquire and succeed to the interest of Tenant under this Sublease
by virtue of any foreclosure sale, whether the foreclosure sale is
conducted under a court order or a power of sale contained in the
Security Instrument, or by virtue of an assignment in lieu of
foreclosure.

The Lender or any person or entity acquiring the leasehold estate shall be
liable to perform Tenant's obligations under this Sublease only during the
period, if any, in which that entity or person has ownership of the leasehold
estate or possession of the Premises.

Right of Lender to Cure Defaults. For as long as there is in effect any
Leasehold Encumbrance, before Landlord may terminate this Sublease
because of any default under or breach of this Sublease by Tenant,
Landlord must give written notice of the default or breach to Lender and
afford Lender the opportunity after service of the notice to do one of the
following:

8.5.1. Cure the breach or default within 10 days after expiration of the time
period granted to Tenant under this Sublease for curing a default,
when the default can be cured by the payment of money to Landlord
or some other person;

8.5.2. Cure the breach or default within 30 days after expiration of the time
period granted to Tenant under this Sublease for curing a default,
when the breach or default must be cured by something other than
the payment of money and can be cured within that time; or

8.5.3. Cure the breach or default in any reasonable time that may be
required when something other than money is required to cure the
breach or default and cannot be performed within 30 days after
expiration of the time period granted to the tenant under this
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8.6.

8.7.

Sublease for curing a default, provided that acts to cure the breach
or default are commenced within that time period after service of
notice of default on Lender by Landlord and are thereafter diligently
continued by Lender.

Foreclosure in Lieu of Curing Default. Notwithstanding any other provision
of this Sublease, a Lender under a Leasehold Encumbrance may forestall
termination of this Sublease by Landlord for a default under or breach of
this Sublease by Tenant by commencing proceedings to foreclose the
Leasehold Encumbrance. The proceedings so commenced may be for
foreclosure of the Leasehold Encumbrance by order of court or for
foreclosure of the Leasehold Encumbrance under a power of sale contained
in the Security Instrument. The proceedings shall not, however, forestall
termination of this Sublease by Landlord for the default or breach by Tenant
unless all of the following conditions are met:

8.6.1. The proceedings are commenced within 30 days after service on
Lender of the notice described in subsection (f) of Section 8;

8.6.2. The proceedings are, after having been commenced, diligently
pursued in the manner required by law to completion; and

8.6.3. Lender keeps and performs all of the terms, covenants, and
conditions of this Sublease requiring the payment or expenditure of
money by Tenant until the foreclosure proceedings are complete or
are discharged by redemption, satisfaction, payment, or conveyance
of the leasehold estate to Lender.

Assignment Without Consent on Foreclosure. A transfer of Tenant's
leasehold interest under this Sublease to any of the following shall not
require the prior consent of Landlord:

8.7.1. A purchaser at a foreclosure sale of the Leasehold Encumbrance,
whether the foreclosure sale is conducted under court order or a
power of sale in the instrument creating the encumbrance, provided
Lender under the Leasehold Encumbrance gives Landlord written
notice of the transfer, including the name and address of the
purchaser and the effective date of the transfer;

8.7.2. An assignee of the leasehold estate of Tenant under an assignment
in lieu of foreclosure, provided Lender under the Leasehold
Encumbrance gives Landlord written notice of the transfer, including
the name and address of the assignee and the effective date of the
assignment; or
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8.8.

8.7.3.

A purchaser or assignee of the purchaser at a foreclosure sale of the
Leasehold Encumbrance or of the assignee of the leasehold estate
of Tenant acquired under an assignment in lieu of foreclosure,
provided the purchaser or assignee delivers to Landlord its written
agreement to be bound by all of the provisions of this Sublease.

New Sublease to Lender. Notwithstanding any other provision of this

Sublease, should this Sublease terminate because of any default under or
breach of this Sublease by Tenant, Landlord may enter into a new Sublease
for the Premises with Lender under a Leasehold Encumbrance, as Tenant,
provided all of the following conditions are satisfied:

8.8.1.

8.8.2.

8.8.3.

8.8.4.

A written request for the new Sublease is served on Landlord by
Lender within 30 days after service on Lender of the notice described
in Subsection (f) of Section 8 of this Sublease;

The new Sublease

8.8.2.1. Is for a term ending on the same date the term of this
Sublease would have ended had this Sublease not been
terminated;

8.8.2.2. Provides for the payment of rent at the same rate that would
have been payable under this Sublease during the remaining
term of this Sublease had this Sublease not been terminated;
and

8.8.2.3. Contains the same terms, covenants, conditions, and
provisions as are contained in this Sublease (except those
that have already been fulfilled or are no longer applicable);

Lender, on execution of the new Sublease by Landlord, shall pay any
and all sums that would at the time of the execution of the new
Sublease be due under this Sublease but for its termination and shall
otherwise fully remedy, or agree in writing to remedy, any other
defaults under or breaches of this Sublease committed by Tenant
that can be remedied;

Lender, on execution of the new Sublease, shall pay all reasonable
costs and expenses, including attorneys' fees and court costs,
incurred in terminating this Sublease, recovering possession of the
Premises from Tenant or the representative of Tenant, and preparing
the new Sublease;
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9.

8.8.5. The new Sublease shall be subject to all existing subleases between
Tenant and subtenants, provided that for any sublease, the
subtenant agrees in writing to attorn to Lender (or its assignee); and

8.8.6. The new Sublease shall be assignable by Lender but not by any
assignee of Lender without the prior written consent of Landlord.

No Merger of Leasehold and Fee Estates. For as long as any Leasehold
Encumbrance is in existence, there shall be no merger of the leasehold
estate created by this Sublease and the fee estate of Landlord in the
Premises merely because both estates have been acquired or become
vested in the same person or entity, unless Lender otherwise consents in
writing.

Lender as Assignee of Sublease. No Lender under any Leasehold
Encumbrance shall be liable to Landlord as an assignee of this Sublease
unless and until Lender acquires all rights of Tenant under this Sublease
through foreclosure, an assignment in lieu of foreclosure, or as a result of
some other action or remedy provided by law or by the instrument creating
the Leasehold Encumbrance.

Lender as Including Subsequent Security Holders. The term “Lender” as
used in this Sublease shall mean not only the institutional lender that loaned
money to Tenant and is named as beneficiary, mortgagee, secured party,
or security holder in the Security Instrument creating any Leasehold
Encumbrance, but also all subsequent purchasers or assignees of the
leasehold interest secured by the Leasehold Encumbrance.

Two or More Lenders. In the event two or more Lenders each exercise their
rights under this Sublease and there is a conflict that renders it impossible
to comply with all requests of Lenders, the Lender whose Leasehold
Encumbrance would have senior priority in the event of a foreclosure shall
prevail.

Maintenance and Repair.

9.1.

General Maintenance and Repairs. Tenant shall be responsible to perform
general maintenance and repair of the Premises, including but not limited
to all common areas, landscaping, irrigation and parking facilities, and keep
all portions of the Premises in a clean and orderly condition. Tenant shall
be responsible for any damage done in or to the Premises caused by
Tenant, sub-tenants or its employees, agents, contractors and invitees.
Upon termination of this Sublease, Tenant shall peaceably surrender and
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10.

quit the Premises in good order, condition and repair, reasonable wear and
tear excepted, and at its sole expense, except as otherwise specified in
Section 7.5 above, shall remove all of its trade fixtures and personal
property and repair any damage to the Premises occasioned by removal of
these items.

9.2. Capital Repairs and Improvements. Tenant acknowledges and agrees
that Tenant has inspected the Premises and has substantial knowledge as
to the condition of the Premises. Landlord shall not be responsible for
capital repairs or improvements to the Premises. Subject to the terms
herein, Tenant hereby waives its rights to compel Landlord to repair,
replace, upgrade or otherwise maintain the Premises.

9.3. Destruction of Premises. If the Premises, or any portion thereof, are
destroyed or damaged by any reason, Landlord and Tenant agree as
follows: If the damage is covered by Tenant’s insurance maintained per
Section 12 below, Tenant shall immediately submit appropriate claims to
effect repair and restoration of the Premises. If insurance proceeds are
insufficient to fully effect such repair and restoration, or if the damage is not
covered by Tenant’s insurance, Tenant and Landlord shall work together to
determine how to proceed, recognizing the special nature of the Premises.

Liens. Except as provided for in Section 8, Tenant shall not permit to be placed
against the Premises, or any part of the Premises, any mechanics’, materialmen’s,
contractors’, subcontractors’, or other liens. Tenant shall indemnify, defend (with
counsel acceptable to Landlord) and hold Landlord and its Housing Authority
harmless from all liability for any and all liens, claims, demands, together with the
costs of defense and reasonable attorneys’ fees related to same. Landlord
reserves the right, at any time and from time to time, to post and maintain on the
Premises, any portion thereof or on the improvements on the Premises any notices
of non-responsibility or other notice as may be desirable to protect Landlord
against liability. In addition to and not in limitation of Landlord’s other rights and
remedies under this Sublease, should Tenant fail, within ten (10) days of a written
request from Landlord, to discharge any lien or claim related to Tenant’s use of the
Premises, or to indemnify, hold harmless and defend Landlord from and against
any loss, damage, injury, liability or claim arising out of Tenant’s use of the
Premises as provided above, then Landlord, at its option, may elect to pay any
lien, claim, loss, demand, injury, liability or damages or settle or discharge any
action or satisfy any judgment and all costs, expenses, and attorney’s fees incurred
in doing so shall be paid to Landlord by Tenant upon written demand, together with
interest thereon at the rate of seven percent (7%) per annum (but in no event more
than maximum interest rate permitted by law) from the date incurred or paid
through and including the payment date.
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12.

Indemnity. As a material part of the consideration to Landlord, to the fullest extent
allowed by law, Tenant shall indemnify, defend (with counsel acceptable to
Landlord) and hold Landlord and its Housing Authority, together with Landlord’s
agents, employees, officers, officials, and volunteers, harmless from and against
any loss, damage, injury, accident, casualty, liability, claim, cost or expense
(including, but not limited to, reasonable attorney’s fees) of any kind or character
to any person, including wrongful death, or property (collectively, “Claims”) arising
from or related to: (i) Tenant’s occupation and/or use of the Premises, before,
during, and after the Term and/or (ii) any act or omission of Tenant, its employees,
agents, contractors or invitees. Tenant shall not be liable for such Claims to the
extent and in the proportion that the same is ultimately determined to be
attributable to the sole gross negligence or intentional misconduct of Landlord or
its Housing Authority. All indemnity obligations under this Section shall survive the
expiration or termination of this Sublease. Landlord or its Housing Authority shall
not be liable for any loss or theft or any property on the Premises.

Insurance.

12.1. Coverage. Tenant, at its sole cost and expense, shall, during the entire
Term, keep in full force and effect: (i) a worker’s compensation insurance
policy as required by the State of California; and (ii) a policy or policies of
general liability and property damage insurance, with respect to the
Premises, in which the combined single limit of liability shall not be less than
TWO MILLION DOLLARS ($2,000,000). Tenant shall also maintain a
standard form all-risk policy covering fire and extended coverage,
vandalism, malicious mischief, sprinkler leakage and other perils of direct
physical loss or damage insuring the personal property, trade fixtures and
equipment of Tenant. Said policies shall name Landlord as additional
insured and contain a clause that the insurer may not cancel or change the
insurance coverage limits without first giving Landlord thirty (30) days’ prior
written notice, except cancellation for nonpayment of premium, in which
case only ten (10) days’ prior written notice shall be required. Tenant’s
general liability insurance shall include a contractual liability endorsement
insuring performance of all indemnities of Tenant under this Sublease and
a cross-liability endorsement to the extent insurable. Said insurance policy
shall be with an insurance company or companies with general policy
holders’ rating of not less than “A-VIII” as rated in the most current available
Best’'s Key Rating Guide and which are qualified to do business in the state
in which the Premises are located.

12.2. Risk of Loss. Landlord and its Housing Authority shall not be liable for injury
to any person or for any damage to personal property sustained by Tenant
or others that arises from or relates to : (i) any defect or alleged defect in
the Premises or any service facilities, (ii) the occurrence of any accident,
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12.3.

12.4.

including but not limited to damage cause by water, wind, storm, or by any
gas, steam, electrical wiring, sprinkler system, plumbing, heating or
conditioning apparatus, (iii) Tenant’s acts or omissions or those of Tenant’s
agents, employees, invitees/customers, officers, volunteers or other
occupants of the Premises, present with Tenant’s permission or knowledge,
(iv) any part or appurtenance of the Premises, including any and all
furniture, fixtures, and equipment of Tenant becoming out of repair

Waiver of Subrogation. Tenant hereby releases Landlord and its Housing
Authority from liability and waives all right of recovery against Landlord or
its Housing Authority for any loss in or about the Premises from perils
insured against under its fire or liability insurance contracts, including any
and all risk endorsements thereof, whether due to negligence or any other
cause. However, this Section shall be inapplicable as to a particular
insurance contract to the extent it would have the effect of invalidating the
coverage provided by that contract, whether of Landlord or Tenant. Nothing
herein shall relieve Tenant of its obligation to request and procure, to the
extent available on a commercially reasonable basis, the necessary
endorsements required to validly waive subrogation in accordance with this
paragraph. Tenant shall, at the request of Landlord, execute and deliver to
Landlord a Waiver of Subrogation in the form and content as reasonably
required by Landlord’s risk manager. To the extent Tenant fails to maintain
the insurance required under the terms of this Sublease, such failure shall
be a defense to any claim asserted by Tenant against Landlord by reason
of any loss sustained by Tenant due to circumstances that would have been
covered had such required insurance been maintained.

Certificate of Insurance. A certificate issued by the insurance carrier for
each policy of insurance required to be maintained by Tenant under the
provisions of this Sublease shall be delivered to Landlord upon or before
the delivery of the Premises to Tenant for any purpose. Each of said
certificates of insurance and each such policy of insurance required to be
maintained by Tenant hereunder shall expressly evidence insurance
coverage as required by this Sublease.

13. Defaults and Remedies.

13.1.

Events of Default. Should Tenant be in default in the prompt and full
performance of any obligation of the Sublease for more than ten (10) days,
(unless due to the nature of such default it is not capable of being cured
within ten (10) days, in which event Tenant shall be in default unless it
commences to cure such obligation within such ten (10) day period and
thereafter diligently prosecute such cure to completion), after written notice
from Landlord specifying the particulars of the default (any such notice
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being required by this Section for any breach, being deemed in lieu of, and
not in addition to, any notice required under Section 1161 of the California
Code of Civil Procedure, or any similar superseding statute), or should
Tenant vacate or abandon the Premises, or should Tenant make any
general assignment for the benefit of creditors (other than as provided in
Section 8), or should substantially all of Tenant’s assets located at the
Premises or Tenant’s interest in this Sublease be attached or judicially
seized where the seizure is not discharged within thirty (30) days, then
Landlord may treat the occurrence of any one (1) or more of the foregoing
events as a breach of this Sublease and, in addition to any or all other rights
or remedies of Landlord by law provided, Landlord shall have the right, at
Landlord’s option, without further notice or demand of any kind to Tenant or
any other person: (i) to declare the Term ended and to re-enter and take
possession of the Premises and remove all persons, property and
improvements therefrom, or (ii) to re-enter the Premises, without declaring
this Sublease terminated and without terminating Tenant’s rights to
possession, and to occupy the whole or any part for and on account of
Tenant, and to collect any unpaid rentals and other charges which have
become payable or which may thereafter become payable, or (iii) to
terminate this Sublease and all of Tenant’s rights as to the Premises
hereunder, even though it may have previously re-entered the Premises
without terminating this Sublease. In any case in which Landlord shall re-
enter and occupy the whole or any part of the Premises, by unlawful
detainer proceedings or otherwise, Landlord, at its option, may repair, alter,
subdivide, or change the character of the Premises from time to time in such
manner as Landlord deems best, may re-let the Premises or any part
thereof and receive the rents therefor, and none of such actions shall
constitute a termination of this Sublease, a release of Tenant from any
liability hereunder. Landlord shall not be deemed to have terminated this
Sublease or liability of Tenant to pay any rent or other charges later accruing
by any re-entry of the Premises as provided above, or by any action in
unlawful detainer or otherwise to obtain possession of the Premises, unless
Landlord shall have notified Tenant in writing that it has so elected to
terminate this Sublease. Notwithstanding anything to the contrary set forth
above, if the default complained of, other than a default for the payment of
monies, cannot be rectified or cured within the period requiring rectification
or curing, as specified in the written notice relating to the default, then, as
to a default susceptible to being cured, the default shall be deemed to be
rectified or cured if Tenant, within the notice period, shall have commenced
to rectify or cure the default and shall thereafter diligently and continuously
prosecute same to completion.
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14.

15.

16.

17.

13.2. Termination of Sublease. Should Landlord elect to terminate this Sublease
pursuant to this Section, Landlord may recover from Tenant all damages
caused as a result of Tenant’s default.

Waiver. Any waiver by Landlord of any default or breach of any covenant,
condition, term, and agreement contained in this Sublease, shall not be construed
to be a waiver of any subsequent or other default or breach, nor shall failure by
Landlord to require exact, full, and complete compliance with any of the covenants,
conditions, terms, or agreements contained in this Sublease be construed as
changing the terms of this Sublease in any manner or preventing Landlord from
enforcing the full provisions hereof. No delay, failure, omission of Landlord to
exercise any right, power, privilege, or option arising from any default or breach,
nor any subsequent acceptance of payment then or thereafter by Landlord, shall
impair any such right, power, privilege, or option or be construed as a waiver of or
acquiescence in such default or breach, or as relinquishment of any right. The
rights, powers, options, privileges, and remedies available to Landlord under this
Sublease shall not be exclusive but shall be cumulative with and in addition to all
remedies now or hereafter allowed by law and elsewhere provided in this
Sublease.

Attorneys’ Fees. Should either party to this Sublease have to resort to litigation to
enforce any provision of this Sublease, the prevailing party shall be entitled to its
attorneys’ fees and reasonable costs incurred in litigating any dispute.

Access and Inspection. Landlord and its representatives, employees, agents or
independent contractors shall have access to the Premises, or any portion thereof,
at all times, upon reasonable notice to Tenant, for purposes of inspection, to show
the Premises to prospective purchasers, to provide necessary services, to make
necessary repairs or perform other services, or to post appropriate Notices of Non-
Responsibility, all without being liable for any breach of a covenant of quiet
enjoyment possessed by Tenant, of eviction of Tenant, or any other damage to
Tenant or its operations. In exercising these rights, Landlord shall use its best
efforts to minimize disruption or inconvenience to Tenant, and shall unless in an
emergency, provide reasonable advance notice of any such entry onto the
Premises or inspection thereof.

Prohibition on Assignment and Subletting.

17.1. Landlord’s Consent. Except as otherwise provided in Section 8, Tenant
may not assign, sublet or otherwise transfer its interest, under this Sublease
without Landlord’s prior written consent, which consent may be withheld,
conditioned or delayed in Landlord’s sole and absolute discretion. Any
attempted assignment, sublet or transfer made in violation of this provision
shall be void.
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17.2. Approved Assignments. The following events shall not be considered a

transfer of interest under Section 17.1 above: (a) a change in ownership of
Tenant as a result of a merger, consolidation, reorganization, or joint
venture; (b) the sale, exchange, issuance, or other transfer of Tenant’s
stock on a national exchange or between Tenant’s parent company, if any,
and any subsidiary, affiliate, related entity, or other entity that controls, is
controlled by, or is under common control with Tenant; (c) the Transfer of
this Sublease to Tenant’s parent entity, if any, or any subsidiary, affiliate,
related entity, an entity that controls, is controlled by, or is under common
control with Tenant; or (d) a collateral assignment of Tenant’s interest in this
Sublease to a lender as security for any indebtedness of Tenant to the
lender. Tenant shall not be required to obtain Landlord’s consent and
Landlord shall have no right to delay, alter, or impede any of the foregoing
transactions or combinations thereof, but such transfer of interest shall be
effective only upon not less than sixty (60) days written notice to Landlord.

18.  Notices. All written notices required to be given pursuant to the terms hereof shall
be either (a) personally delivered, (b) deposited in the United States express mail
or first class mail, registered or certified, return receipt requested, postage prepaid,
(c) delivered by overnight courier service, or (d) by electronic mail in Portable
Document Format (PDF) with confirmation of receipt, in which case notice shall be
deemed delivered upon receipt of confirmation of receipt. All such notices shall be
deemed delivered upon actual receipt (or upon the first attempt at delivery
pursuant to the methods specified in clauses (a), (b) or (c) above if the intended
recipient refuses to accept delivery). All such notices shall be delivered to the
following addresses, or to such other address as the receiving Party may from time
to time specify by written notice to the other Party:

To Tenant: Lab Holding, LLC

709 Randolph Ave.
Costa Mesa, CA 92626
Attn.: Shaheen Sadeghi
Phone: (714) 966-6661

To Landlord: City of Garden Grove

11222 Acacia Parkway
Garden Grove, CA 92840
Attn.: City Manager
Phone: (714) 741-5100

19.  No Principal/Agent Relationship. Nothing contained in this Sublease shall be

construed to render Landlord in any way or for any purpose a partner, joint
venturer, or associate in any relationship with Tenant other than that of Landlord
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20.

21.

22.

23.

24.

25.

26.

27.

28.

and Tenant, nor shall this Sublease be construed to authorize either to act as an
agent for the other.

Entire Agreement, Modification. This Sublease constitutes the entire agreement
between Landlord and Tenant pertaining to the subject matter of this Sublease and
supersedes all prior and contemporaneous agreements, representations and
understandings of Landlord and Tenant, oral or written. No supplement,
modifications or amendment of this Sublease shall be binding unless in writing and
executed by Tenant and Landlord.

Applicable Law and Venue. This Sublease shall be construed and enforced in
accordance with, and governed by, the laws of the State of California. The parties
consent to the jurisdiction of California Courts with venue in Orange County.

Counterparts. This Sublease may be executed in any number of counterparts,
each of which shall be deemed an original and all of which shall constitute one and
the same instrument.

Headings and Recitals. The headings of this Sublease are for purposes of
reference only and shall not limit or define the meaning of any provision.

Construction. The Parties acknowledge that each Party and its counsel have
reviewed and revised this Sublease and that the normal rule of construction to the
effect that any ambiguities are to be resolved against the drafting Party shall not
be employed in the interpretation of this Sublease or any amendments hereto.

Memorandum of Sublease for Recording. Landlord and Tenant shall, at the
request of either at any time during the term of this Sublease, execute a
memorandum or “short form” of this Sublease for purposes of, and in a form
suitable for, recordation. The memorandum or “short form” of this Sublease shall
describe the parties, set forth a description of the leased premises, specify the term
of this Sublease, incorporate this Sublease by reference, and include any other
provisions required by Lender(s).

Termination; Holdover. This Sublease shall terminate without further notice at the
expiration of the Sublease Term. Any holding over by Tenant after expiration shall
not constitute a renewal or extension or give Tenant any rights in or to the
Premises.

Incorporation of Attachments. All Attachments included herein or attached hereto
are hereby incorporated into this Sublease by this reference, and constitute an
integral part of this Sublease.

Time. Time is of the essence of every provision contained in this Sublease.
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29.

30.

Severability. If any one or more of the provisions contained in this Sublease shall
for any reason be held to be invalid, illegal or unenforceable in any respect, such
invalidity, illegality or unenforceability shall not affect any other provision hereof,
and this Sublease shall be construed as if such invalid, illegal, or unenforceable
term or provision had never been contained herein.

Right of First Refusal. Tenant is hereby granted a Right of First Refusal to
purchase the Property as follows: (a) Prior to soliciting any offer for sale of the
Property or any interest in the Property, or accepting any offer to purchase the
Property or any beneficial ownership interests in the Property, Landlord shall notify
Tenant of such interest to sell or offer and deliver to Tenant a copy thereof. Tenant
may exercise the Right of First Refusal by delivering to Landlord a written notice
of exercise within ninety (90) days after Tenant has received Landlord’s notice of
an intent to sell. The purchase price shall be the fair market value of the Property
determined as follows. Landlord shall provide Tenant with a list of no fewer than
three appraisers for Tenant’s approval. Tenant shall select one appraiser to
perform the appraisal and determine the fair market value of the Property. Tenant
may reject any appraiser for a reasonable cause. If any appraiser(s) are rejected
with cause, Landlord will provide alternative appraiser(s) of an equal number. In
the event Tenant fails to select an appraiser within fifteen (15) days of receiving
the list of appraisers, Landlord may select an appraiser. Landlord shall pay the
cost of the appraiser. Any appraiser selected pursuant to this section shall be an
MAI appraiser with at least five years of experience. (b) Inthe event Tenant does
not exercise the Right of First Refusal pursuant to subparagraphs (a) above,
Landlord may sell the Property.

(SIGNATURE PAGE FOLLOWS)
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IN WITNESS WHEREOF, Landlord and Tenant have executed this instrument of the

Effective Date.

LANDLORD
CITY OF GARDEN GROVE,
California Municipal Corporation

City Manager

Date:

Attest:

City Clerk

Approved as to form:

City Attorney

TENANT
LAB HOLDING, LLC, a California
Limited Liability Company

By:

As agent and manager

By:

Date:

By:

Date:
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Exhibit “A”
TENANT IMPROVEMENTS
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Exhibit “B”
SCHEDULE OF PERFORMANCE
PROPOSED
ITEM MILESTONE RESII:SII;ITS‘I(BLE COMPLIANCE ETSIFI‘IJIBE/:III}IT;I:ED
DATE(S)
1 Approval of Lease. N/A May 10,2016 May 10
2016
Preliminary project design and submittal to Sept. 2
2 Landlord for review. Tenant Sept. 2, 2016 2016
3 Effective Date/Commencement of Lease Landlord and Not later than Nov. 21
Term. Tenant November 21, 2016. 2016
Within one 120 days
4 Prepare and submit 100% Schematic Design Tenant following March 21
to Landlord for review. Commencement of Lease 2017
Term.
Planning Review. Landlord to expeditiously
process and review plans, associated CEQA
5 approvals and related documents pursuant Landlord and Not later than May 31, May 21
to Section 19.3 of the DDA. Tenant to Tenant 2017. 2017
conduct community outreach and public
engagement.
Complete. 100% Construction Documents Not later than August 31, Aug. 21
6 and submit to Landlord for review and Tenant
2017 2017
approval.
Building Review of Construction
7 Documents. Landlord to expeditiously Landlord Not later than October 31, Oct. 21
process and review plans associated with 2017. 2017
permits and approvals.
5| obain Buiking Permit for comsruetion of | Tenan | Nolaterthan November | May 23
. g 21,2017 2017
1mprovements.
9 Completion of Construction. Tenant agrees Tenant No later than November May 25
to complete improvements. 21,2019 2019




