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DISPOSITION AND DEVELOPMENT AGREEMENT

BY AND BETWEEN
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AND
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REGARDING THE DISPOSITION OF TWELVE CIVIC
CENTER PROPERTIES FOR THE COTTAGE INDUSTRIES
PROJECT - RESOLUTION NO. 9353-16

APPROVED
MAY 10, 2016



GARDEN GROVE CITY COUNCIL
RESOLUTION NO. 9353-16

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF GARDEN GROVE
APPROVING A DISPOSITION AND DEVELOPMENT AGREEMENT WITH THE LAB
HOLDING LLC FOR THE DISPOSITION OF TWELVE CIVIC CENTER PROPERTIES FOR
THE COTTAGE INDUSTRIES PROJECT

WHEREAS, the City has acquired from its Housing Authority land consisting of
twelve single-family residential parcels in the City of Garden Grove, County of
Orange, State of California, known as APNs: 090-172-18, 090-172-29, 090-173-04,
090-173-05, 090-173-07, 090-173-09, 090-173-11, 090-173-16, 090-173-22, 090-
174-05, 090-174-11, and 090-174-10 (collectively, the “Properties”).

WHEREAS, the City has negotiated an agreement with the Lab Holdings, LLC
(the “Developer”) for the disposition and commercial reuse of the Properties at fair
market value.

WHEREAS, Developer wishes to purchase the Properties to develop the Cottage
Industries project, consisting of the rehabilitation and reuse of the existing buildings
for commercial uses consistent with the zoning’s mixed use character, including, but
not limited to, markets, cafes, office and retail uses, all in compliance with the City’s
building and zoning regulations.

WHEREAS, the parties have agreed to the disposition price representing the
Properties’ fair market value.

WHEREAS, the disposition of the Properties by the City and development of
the Properties as provided for in the Disposition and Development Agreement is in
the vital and best interest of the City and the welfare of its residents as it will
rehabilitate the Properties and create jobs.

WHEREAS, the Properties will require substantial rehabilitation and are not
ideal for the maintenance or development of lower income housing.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Garden
Grove that the Disposition and Development Agreement attached hereto is hereby
approved and the City Manager is hereby authorized to execute the Agreement and
to sign all other documents necessary and appropriate to carry out and implement
the Agreement.



Garden Grove City Council
Resolution No. 9353-16
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Adopted this 10%" day of May 2016.

ATTEST: /s/ BAO NGUYEN
MAYOR

/s/ KATHLEEN BAILOR, CMC
CITY CLERK

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




- | CITY OF GARDEN GROVE
GARDEN GROVE OFFICE OF THE CITY CLERK

Safeguard all official records of the City.
Conduct municipal efections and oversee legislative administration.
Provide reliable, accurate, and timely information to the Steven R. Jones
City Council, staff, and the general public. Mavyor Pro Tem
Christopher V. Phan
’ Council Member
May 17, 2016 - Phat Bui
Counclt Member
Kris Beard
Council Member

Bao Nguyen

Mayor

Lab Holding, LLC
708 Randolph Avenue
Costa Mesa, CA 92626

Attention: Shaheen Sadeghi

Enclosed is an original copy of the Disposition and Development
Agreement by and between the City of Garden Grove and Lab Holding
LLC, for development of the Cottage Industries Project.

The Agreement was approved by the City Coundil at their meeting held on
May 10, 2016.

Sincerely,

Kathleen Bailor, CMC
City Clerk

%///A /maﬂ@/
By: Teresa Pomeroy, CMC
Deputy City Clerk

Enclosure
c: Finance Department

Finance Department/Real Property
Community and Economic Development

11222 Acacia Parkway « P.O.Box 3070 « Garden Grove, CA 92842
(714) 741-5040 » Fax (714) 741-5205 « www.cl.garden-grove.ca.us



DISPOSITION AND DEVELOPMENT AGREEMENT

This DISPOSITION AND DEVELOPMENT AGREEMENT (“Agreement”) is dated as of
the last date when all the parties have executed the Agreement (the “Effective Date”), and is entered
into by and between the CITY OF GARDEN GROVE, a California municipal corporation (the
“City”), and LAB HOLDING, LLC, a California limited liability company (the “Developer”).

The following recitals are a substantive part of this Agreement:

Whereas, City has acquired from its Housing Authority land consisting of twelve
single-family residential parcels in the City of Garden Grove, County of Orange, State of California,
known as Assessor’s Parcel Numbers: 090-172-18, 090-172-29, 090-173-04, 090-173-05, 090-173-
07,090-173-09, 090-173-11, 090-173-16, 090-173-22, 090-174-05, 090-174-11, and 090-174-10, as
listed in Exhibit “A” and more particularly described on Exhibits “A1” through “A12” attached
hereto and made a part hereof, together with any improvements thereon, and all rights and
appurtenances, if any, pertaining to such land including all adjacent streets, alleys or rights-of-way
(collectively, the “Property™).

Whereas, Developer wishes to purchase the Property to develop the Cottage
Industries project, consisting of the rehabilitation and reuse of the existing buildings for commercial
uses consistent with the zoning’s mixed use character, including, but not limited to, markets, cafes,
office and retail uses, all in compliance with the City’s building and zoning regulations.

Whereas, the parties have agreed to the disposition price representing the Property’s
fair market value.

Whereas, the disposition of the Property by the City and development of the Property
as provided for in this Agreement is in the vital and best interest of the City and the welfare of its
residents as it will rehabilitate the Property and create jobs.

NOW, THEREFORE, in consideration of the terms and conditions of this Agreement and for
other valuable consideration, the receipt and sufficiency of which is hereby acknowledged,
Developer and City hereby agree as follows:

1. Property Conveyance. Subject to and in accordance with the terms and conditions
hereinafter set forth, City agrees to cause the conveyance of the Property to Developer, and Developer
agrees to acquire the Property from City.

2. Escrow Holder/Title Company, Close of Escrow and Outside Closing Date.

2.1.  Escrow Holder/Title Company: Promptly after the execution of this
Agreement, the parties shall open escrow at First American Title Insurance Co. c¢/o Nathan
Thompson, Escrow Officer (hereinafter, “Escrow Holder” and/or “Title Company”) located at 18500
Von Karman Ave., Suite 600, Irvine, CA, 92612 and the parties shall promptly deliver to Escrow
Holder a fully executed copy of this Agreement.
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2.2.  Close of escrow: The “Close of Escrow” is and shall be defined as the date
that a grant deed for the Property in favor of Developer is recorded in the Official Records of the
Orange County Recorder’s Office and the Title Company shall have committed to issue the Title
Policy (defined in Section 5) to Developer.

2.3.  Outside closing Date: The Close of Escrow shall occur on or before
November 21, 2016 which hereinafter is and shall be defined as the “Outside Closing Date.”

3. Consideration for the Conveyance of the Property. The consideration for the
conveyance of the Property to be paid by Developer to City is the sum of THREE MILLION
THREE HUNDRED EIGHTY-SIX THOUSAND FOUR HUNDRED THIRTY-SEVEN
DOLLARS AND FIFTY CENTS ($3,386,437.50) (the “Consideration™) payable as follows:

3.1.  $677,257.50 down payment (20%) at the Close of Escrow (the “Down
Payment”).

3.2 $2,709,030.00 balance evidenced by a promissory note in the form attached as
Exhibit “B” attached hereto (the “Promissory Note™), the repayment of which will be secured by a
Deed of Trust against the Property in the form attached as Exhibit “C” attached hereto (the “Deed
of Trust”). The term of the promissory note shall be five years at 4% simple interest payable in 60
equal monthly interest-only payments in the amount of $9,030.10 with a balloon payment on the 60"
month. Developer may prepay the principal balance at any time without penalty.

4, Delivery of Documents and Possession on the Close of Escrow.

4.1. At the Close of Escrow, City shall cause to be delivered to Developer duly
executed Grant Deeds in the form attached as Exhibit “D” attached hereto (the “Grant Deed”)
conveying to Developer all of City’s interest in the separate parcels constituting the Property, subject
to all matters of record.

4.2.  Atthe Close of Escrow, Developer shall obtain a Title Policy (as defined in
Section 5) issued by the Title Company insuring in Developer fee simple title to the Property, free
and clear of all liens and encumbrances other than the Permitted Title Exceptions (as defined in
Section 5). Notwithstanding the foregoing or any other provision of this Agreement, City shall not
have any obligation of any kind in connection with the condition of title (except as expressly
provided in Section 5.2 below) or in connection with the issuance of any title policy or endorsement.

4.3.  Atthe Close of Escrow, Developer shall cause to be delivered to City the duly
executed Promissory Note and Deed of Trust.

4.4. At the Close of Escrow, Developer shall be entitled to possession of the
Property subject to all matters of record.

4.5  Atthe Close of Escrow, City shall cause to be delivered to Developer the
Properties vacant, free and clear of lease or rental occupancy agreements.

5. Title, Title Insurance, Survey, and Due Diligence Period.
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5.1.  Within ten (10) days after the Effective Date, if City has not already done so,
City shall deliver to Developer the most current preliminary title report in its possession for the
Property from the Title Company together with copies of all instruments noted as exceptions therein
and plotted on a plot map (the “Preliminary Title Report”). Entry onto the Property by Developer
and its agents shall be subject to Section 9 of this Agreement.

5.2.  The period from the Effective Date to the date that is ten (10) days prior to the
Outside Closing Date is hereinafter referred to as the “Due Diligence Period.” Developer shall have
until the end of the Due Diligence Period to disapprove any exceptions to title shown on the
Preliminary Title Report (collectively, “Disapproved Exceptions™) and to provide City with notice of
disapproval in writing describing the defect with reasonable particularity (the “Disapproval Notice™).
Within five (5) days after City’s receipt of a Disapproval Notice, City may, but shall not be required
to, notify Developer in writing whether City intends to remove the Disapproved Exceptions. If City
does not give notice to Developer that City intends to eliminate the Disapproved Exceptions, it shall
be conclusive that City does not intend to eliminate the Disapproved Exceptions. If City does not
intend to eliminate the Disapproved Exceptions then Developer may terminate the Agreement at any
time seven (7) days after the Due Diligence Period ends. The policy of title insurance shall include
such endorsements as Developer shall request and any title policy endorsements shall be paid for by
Developer. Whether or not Developer shall have furnished to City any notice of Disapproved
Exceptions pursuant to the foregoing provisions of this Agreement, Developer may, at or prior to the
Close of Escrow, notify City in writing of objections to any title exceptions raised by the Title
Company after the Due Diligence Period or Developer’s response to title matters, whichever is
earlier. With respect to any Disapproved Exceptions set forth in such notice, Developer must either
accept title subject to such matters or may terminate this Agreement.

5.3.  Itshall be a condition of the close of escrow that Developer’s fee title to the
Property shall be insured at the Close of Escrow by a CLTA Coverage Owner’s Policy of Title
Insurance in the amount of the Consideration, issued by Title Company together with all
endorsements requested by Developer (collectively, the “Title Policy”) free and clear of all liens,
encumbrances, restrictions, and rights-of-way of record, subject only to the following (the
“Permitted Title Exceptions™):

5.3.1. Real property taxes for the then current tax fiscal year which are a
lien not yet due and payable; and

5.3.2. Those title exceptions approved by Developer or deemed approved by
Developer pursuant to Section 5(b) of this Agreement.

5.4.  City shall not improve, alter, encumber, lease or agree to sell the Property or
any portion thereof or interest therein to any other party during the period from the Effective Date to
the Close of Escrow or the date of the termination of this Agreement, as applicable.

6. Deposit of Documents and Funds in Escrow.  City and Developer, as applicable,
hereby covenant and agree to deliver to Escrow Holder at least one (1) business day prior to the Close
of Escrow the following instruments, documents, and funds, the delivery of each of which shall be a
condition of the Close of Escrow:
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6.1.  City shall deliver:
6.1.1. The Grant Deed duly executed by City;
6.1.2. A Withholding Exemption Certificate Form 593 as contemplated by
California Revenue and Taxation Code §18662 (the “Withholding Affidavit™)
duly executed by City;

6.1.3. A Certification of Non-Foreign Status in accordance with Internal Revenue
Code Section 1445 duly executed by City; and

6.1.4. Such funds, if any, as are required to pay for costs and expenses payable by
City hereunder.

6.2.  Developer shall deliver:

6.2.1. The Down Payment together with such funds as are required to pay for costs
and expenses payable by Developer hereunder;

6.2.2. The Promissory Note duly executed by Developer;
6.2.3. The Deed of Trust duly executed by Developer; and
6.2.4 Such proof of Developer’s authority and authorization to enter into this

transaction as the Title Company may reasonably require in order to issue the
Title Policy.

7. Authorization to Record Documents and Disburse Funds. Escrow Holder is hereby
authorized to record the documents and disburse the funds and distribute the documents called for
hereunder upon the Close of Escrow, provided each of the following conditions has then been
fulfilled:

7.1.  The Title Company can issue the Title Policy, with a liability amount equal to the
Consideration, showing fee title to the Property vested in Developer, subject only to the Permitted
Title Exceptions. The title report shows there are no mortgages, deeds of trust, mechanic’s liens, or
other liens encumbering the property.

7.2.  Escrow Holder shall have received Developer’s authorization to close and
Developer’s notice of approval or satisfaction or waiver of all of the contingencies/conditions to
Developer’s obligations hereunder, as provided for in Section 13;

7.3.  Escrow Holder shall have received City’s authorization to close and City’s notice of
approval or satisfaction or waiver of all of the contingencies/conditions to City’s obligations
hereunder, as provided for in Section 14; and

7.4.  City and Developer shall have deposited in Escrow the documents and funds required
pursuant to Section 6.
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Unless otherwise instructed in writing, Escrow Holder is authorized to record at the Close of Escrow
any instrument delivered through this Escrow if necessary or proper for the issuance of the Title
Policy.

8. Escrow Charges and Pro-rations.

8.1.  City shall pay: (i) one-half of the escrow fees and charges of Escrow Holder; (ii) one-
half of the cost of the premium for the CLTA Standard Coverage portion of the Owner’s Title
Policy; (iii) none of the costs of any additional premiums for an ALTA endorsement, or any other
endorsement required by Developer; (iv) City’s share of the charges prorated under this Agreement,
if any; and (v) all costs of City’s legal counsel and consultants. If the Escrow shall fail to close for
any reason other than City’s default, City shall pay none of any applicable Escrow cancellation
charges. If Escrow shall fail to close due to City’s default, City shall pay all Escrow cancellation
charges. City shall not be required to pay off any general or special assessments or bonded
indebtedness encumbering the Property, but shall be responsible for any such assessments or bonded
indebtedness due and owing prior to the Close of Escrow. Developer shall assume the unpaid
balance of the same at the Close of Escrow.

8.2.  Developer shall pay: (1) one-half of the escrow fees and charges of Escrow Holder;
(i1) one-half of the cost of the premium for the Title Policy; (iii) the costs of any additional premiums
for any other endorsement required by Developer; (iv) Developer’s share of the charges prorated
under this Agreement; and (v) all costs of Developer’s legal counsel and consultants. If the Escrow
shall fail to close for any reason other than Developers’ default, or election not to purchase the
property, then Developer shall pay any applicable Escrow cancellation charges.

8.3 The following shall be apportioned with respect to the Property as of 12:01 a.m., on
the day on which the Close of Escrow occurs, as if Developer were vested with title to the Property
during the entire day upon which the Close of Escrow occurs:

8.3.1. Taxes and assessments levied against the Property; and
8.3.2. Any operating expenses or costs pertaining to the Property.

8.4.  Notwithstanding anything contained in this Section 8.3, any installment of taxes or
assessments for the current year paid at or prior to the Close of Escrow shall be prorated based upon
the amounts actually paid. If taxes and assessments for the current year have not been paid before
the Close of Escrow, City shall be charged at the Close of Escrow an amount equal to that portion of
such taxes and assessments which relates to the period before the Close of Escrow and Developer
shall pay the taxes and assessments prior to their becoming delinquent. Any such apportionment
made with respect to a tax year for which the tax rate or assessed valuation, or both, have not yet
been fixed shall be based upon the tax rate and/or assessed valuation last fixed. To the extent that
the actual taxes and assessments for the current year differ from the amount apportioned at the Close
of Escrow, the parties shall make all necessary adjustments by appropriate payments between
themselves following the Close of Escrow. All delinquent taxes and assessments (and any penalties
therein) for periods ending prior to the Close of Escrow, if any, affecting the Property shall be paid
by City. Developer shall be solely responsible to pay all supplemental tax assessments arising as a
result of the sale to the Property pursuant to this Agreement. Current installments on any general
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assessment, special assessments, and bonded indebtedness encumbering the Property at the Close of
Escrow shall be prorated at the Close of Escrow and Developer will assume the obligation to pay the
unpaid principal balance when due of such assessments/bonds after the Close of Escrow.

8.5.  All pro-rations shall be determined on the basis of a 360-day year. The provisions of
this Section 8 shall survive the Close of Escrow.

9. Access to Property. Until the end of the Due Diligence Period, Developer shall have
the right to enter upon the Property during the Due Diligence Period to make inspections and other
examinations of the Property, including without limitation, the right to perform surveys, soil and
geological tests of the Property and the right to perform environmental site assessments and studies of
the Property subject to the terms of an Access Agreement in the form incorporated herein and
attached hereto as Exhibit “E”, but any such right of access under the Access Agreement shall be
extended until the end of the Due Diligence Period stated herein. In the event that Developer elects
not to purchase the Property due to a matter disclosed by the condition of the Property, Developer
shall so notify City by the Close of Escrow and this Agreement shall automatically terminate.

10. Indemnification.

10.1.  Developer hereby agrees to indemnify City and the Garden Grove Housing Authority
against, and to hold City and Housing Authority harmless and, at the option of City, defend City and
Housing Authority, their officers, directors, employees, agents and representatives (collectively,
“City Indemnified Parties”) with counsel approved by City, from all claims, liabilities, losses,
damages, costs and expenses, including, without limitation, legal fees and disbursements, incurred
by City Indemnified Parties by reason of any claims or litigation relating to the Property brought or
pursued by any third party that arise from acts, occurrences, omissions or other matters that arise in
connection with any entry onto the Property by Developer or Developer’s agents prior to the Close
of Escrow.

10.2. Developer further agrees to indemnify, defend and hold City Indemnified Parties
harmless (or pay for the cost of such defense), including attorney’s fees, for any action to challenge
this transaction.

11.  Warranties, Representations and Covenants of City. City hereby represents, warrants

and covenants to Developer that City is not a “foreign person” within the meaning of Section
1445(1)(3) of the Internal Revenue Code.

12. Representations and Warranties of Developer. Developer hereby covenants, represents
and warrants to City the following, it being expressly understood and agreed that all such
representations and warranties are to be true and correct at the date of this Agreement and as of the
Close of Escrow:

12.1. Developer expressly warrants and represents to City that except for the warranties and
representations set forth in this Agreement, upon the Close of Escrow and by accepting the Grant
Deed, Developer accepts the Property on an "AS IS, WHERE IS, and WITH ALL FAULTS" basis
and is relying solely upon Developer's own independent factual, physical and legal investigations,
tests and studies. This representation and warranty shall survive the Close of Escrow and delivery of
the Grant Deed.
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13.  Developer’s Conditions. Developer’s obligations under this Agreement are expressly
made subject to the following conditions precedent solely for the benefit of Developer. The Close of
Escrow and Developer’s obligation to consummate the purchase of Property shall be contingent upon
and subject to written notice to Escrow Holder by Developer of the occurrence of all of the following
(or Developer’s written waiver thereof, on or before the Close of Escrow:

13.1.  Developer’s obtaining a satisfactory commitment issued by Title Company to issue
the Title Policy in favor of Developer with a liability amount equal to the Consideration showing
Developer’s fee interest in the Property subject only to the Permitted Title Exceptions.

13.2.  As of the Close of Escrow, the representations and warranties of City contained in
this Agreement are all true and correct.

13.3.  City’sdelivery of all documents and funds required to be delivered by City pursuant
to Section 6 hereof.

13.4.  Developer’s approval, prior to the Close of Escrow, of the physical condition of the
Property, including without limitation, any and all inspections, tests, Survey(s), and other studies to
be conducted by Developer, in Developer’s sole and absolute discretion, including without
limitation, any environmental site assessments, investigations, studies and reports, and Developer’s
approval of the Documents and Reports.

If any of the foregoing conditions precedent has not been either met to Developer’s sole and
absolute satisfaction (and has not been expressly waived in writing by Developer on or prior to the
Close of Escrow), then this Agreement shall, at the option of Developer, terminate, in which event,
except as expressly set forth in this Agreement, neither party shall have any further rights, duties and
obligations hereunder except that Developer shall promptly deliver to City copies of the Survey. City
shall not have any liability of any kind if the foregoing conditions are not satisfied or waived by
Developer.

14.  City’s Conditions. For the benefit of City, the Close of Escrow and City’s obligation
to consummate the sale of the Property shall be contingent upon and subject to written notice to the
Escrow Holder by City of the occurrence of all of the following (or City’s written waiver thereof), on
or before the Close of Escrow:

14.1. Deposit by Developer of the Consideration, and all other sums to be deposited by
Developer in Escrow in accordance with the requirements hereof;

14.2.  Developer’s delivery of all documents required to be delivered by Developer pursuant
to Section 6 hereof;

14.3. That as of the Close of Escrow the representations and warranties of Developer
contained in this Agreement are all true and correct.

15.  Default. In the event of a breach or default under this Agreement by either City or
Developer, the non-defaulting party shall have the right to terminate this Agreement and the Escrow
by delivering written notice thereof to the defaulting party and to Escrow Holder. Such termination
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of the Escrow by a non-defaulting party shall be without prejudice to the non-defaulting party’s rights
and remedies against the defaulting party at law or equity.

16.  Notices. Allnotices, demands and requests which may be given, or which are required
to be given by any party to this Agreement, and any exercise of a right of termination provided by this
Agreement, shall be in writing and shall be deemed effective either: (1) on the third (3™) business day
after being sent, by certified or registered mail, return receipt requested, addressed to the intended
recipient at the address specified below; (2) on the first (1%) business day after being deposited into
the custody of a nationally recognized overnight delivery service (i.e., FedEx Corporation, UPS, or
DHL) addressed to such party at the address specified below; or (3) on the business day sent via
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. For purposes of this
section, the addresses of the parties for all notices are as follows:

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

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

Escrow
Holder: As set forth in Section 2.
17. Broker’s Commissions. Developer represents and warrants to City that Developer has

used no broker, agent, finder or other person in connection with the transaction contemplated hereby
to whom a brokerage or other commission or fee may be payable. City represents and warrants to
Developer that City has used no broker, agent, finder or other person in connection with the
transaction contemplated hereby to whom a brokerage or other commission or fee may be payable.
Each party indemnifies and agrees to defend and hold the other harmless from any claims resulting
from its breach of the warranties, representations and covenants made by it in this Section.

18. Standard Escrow Instructions. FEach party agrees to execute Escrow Holder’s
supplemental reasonable standard instructions as may be necessary or proper in order to consummate
the transactions contemplated by this Agreement; provided, however, in the event of a conflict
between the terms hereof and the terms of such standard instructions, the terms hereof shall control.

19. Development of the Property.

19.1.  Scope of Development. Developer agrees to develop the Cottage Industries project
consisting of the rehabilitation and reuse of the existing buildings on the Property for commercial
uses consistent with the zoning’s mixed use character, including, but not limited to, markets, cafes,
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office and retail uses, all in compliance with the City’s building and zoning regulations.

19.2.  Schedule of Performance. Developer agrees to commence rehabilitation work and
submit applications for permits within twelve (12) months of the Close of Escrow. Developer agrees
to complete rehabilitation of the Property within thirty-six (36) months of the Close of Escrow. To
this end, Developer shall cause development of the Cottage Industries project to be diligently
pursued per Exhibit “F” Schedule of Performance. Developer shall be excused for any delays in
construction or commencement of construction caused by the act of City or 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 Developer’s control. Developer shall, however,
use reasonable diligence to avoid any such delay and to resume construction as promptly as possible
after the delay. City’s City Manager shall have the authority to approve reasonable adjustments to
the timeline in Exhibit F.

19.3.  City Cooperation. City staff will work cooperatively with Developer to assist in
coordinating the expeditious processing and consideration of all necessary permits and approvals.
Developer shall be responsible for payment of all fees payable in connection with the application and
processing of the permits. The execution of this Agreement does not constitute the granting of any
required land use permits, entitlements or approvals.

19.4. Cost of Development. All of the cost of planning, designing, developing and
constructing the Cottage Industries Project, shall be borne solely by Developer.

19.5. Compliance With Laws. The Developer shall carry out the design, construction and
operation of the development in conformity with all applicable laws, including all applicable state
labor standards, the City zoning and development standards, building, plumbing, mechanical and
electrical codes, and all other provisions of the City Municipal Code, and all applicable disabled and
handicapped access requirements, including without limitation (to the extent applicable) the
Americans With Disabilities Act, 42 U.S.C. Section 12101, et seq., Government Code Section 4450,
et seq., Government Code Section 11135, et seq., and the Unruh Civil Rights Act, Civil Code
Section 51, et seq. Furthermore, the parties believe that California law does not require the payment
of prevailing wages with respect to the development of the Property because the Property is being
acquired by Developer at fair market value, and the City is not providing any subsidies or assistance
hereunder. The Developer shall be solely responsible for determining and effectuating compliance
with all applicable public works requirements, prevailing wage laws, and federal and state labor
laws, and the City makes no representation as to the applicability or non-applicability of any of such
laws to the development of the Property. Developer hereby expressly acknowledges and agrees that
the City has not previously affirmatively represented to the Developer or its contractor(s) for the
construction or development of the Property that the work to be covered by this Agreement is not a
“public work,” as defined in Section 1720 of the Labor Code. Developer shall indemnify, protect,
defend and hold harmless the City and its respective officers, employees, contractors and agents,
with counsel reasonably acceptable to City, from and against any and all loss, liability, damage,
claim, cost, expense and/or “increased costs” (including reasonable attorney’s fees, court and
litigation costs, and fees of expert witnesses) which, in connection with the development,
construction (as defined by applicable law) and/or operation of the Property, including, without
limitation, any and all public works (as defined by applicable law), results or arises in any way from
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any of the following: (1) the noncompliance by Developer of any applicable local, state and/or
federal law, including, without limitation, any applicable federal and/or state labor laws (including,
without limitation, if applicable, the requirement to pay prevailing wages); (2) the implementation of
Section 1781 of the Labor Code, as the same may be amended from time to time, or any other
similar law; and/or (3) failure by Developer to provide any required disclosure or identification as
required by Labor Code Section 1781, as the same may be amended from time to time, or any other
similar law. It is agreed by the parties that, in connection with the development and construction (as
defined by applicable law) of the Project, including, without limitation, any and all public works (as
defined by applicable law), Developer shall bear all risks of payment or non-payment of prevailing
wages under California law and/or the implementation of Labor Code Section 1781, as the same may
be amended from time to time, and/or any other similar law. “Increased costs,” as used in this
Section 19.6, shall have the meaning ascribed to it in Labor Code Section 1781, as the same may be
amended from time to time. The foregoing indemnity shall survive termination of this Agreement
and shall continue after completion of the construction and development of the Property by the
Developer.

20.  Time is of the Essence. The parties hereto agree that time is of the essence with
respect to each term, condition and covenant hereof.

21.  Entire Agreement. This Agreement, together with all exhibits hereto, integrates all of
the terms and conditions mentioned herein or incidental hereto, and supersedes all negotiations or
previous agreements between the parties or their predecessors in interest with respect to all or any
part of the subject matter hereof.

22.  Amendments. Any amendments to this Agreement shall be effective only when duly
executed by City and Developer and deposited with Escrow Holder.

23. Attorneys’ Fees. In the event that suit is brought for the enforcement of this
Agreement or as the result of any alleged breach thereof, the prevailing party or parties in such suit
shall be entitled to recover their reasonable attorneys’ fees, costs, and expenses from the losing party
or parties, and any judgment or decree rendered in such proceedings shall include an award thereof.

24.  No Third Party Beneficiaries. This Agreement is entered into for the sole benefit of
City and Developer, and no other parties are intended to be direct or incidental beneficiaries of this
Agreement and no third party shall have any right in, under or to this Agreement.

25. Governing Law. This Agreement shall be governed by and construed in accordance
with the laws of the State of California.

26. Counterparts. This Agreement may be executed simultaneously in one or more
counterparts, each of which shall be deemed an original, but all of which together shall constitute one
and the same instrument.

27.  Assignment of Agreement. Neither party may assign or transfer their respective rights
or obligations under this Agreement without the prior written consent of the other. The following
events shall not be considered a transfer of interest: (a) a change in ownership of Developer as a result
of amerger, consolidation, reorganization, or joint venture; (b) the sale, exchange, issuance, or other
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transfer of Developer’s stock on a national exchange or between Developer’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 Developer; (c¢) the Transfer of this Agreement to Developer’s parent entity, if
any, or any subsidiary, affiliate, related entity, an entity that controls, is controlled by, or is under
common control with Developer; or (d) a collateral assignment of Developer’s interest in this
Agreement to a lender as security for any indebtedness of Developer to the lender. Developer shall
not be required to obtain City’s consent and City 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 City.

28.  Construction of Document. This Agreement is the result of a negotiation and is not the
product of any one party. There shall be no presumption in the interpretation hereof that any
ambiguity is to be resolved against any party hereto. The parties hereto waive expressly each and all
provisions of California Civil Code Section 1654, which provides: "IN CASES OF UNCERTAINTY
NOT REMOVED BY THE PRECEDING RULES, THE LANGUAGE OF A CONTRACT
SHOULD BE INTERPRETED MOST STRONGLY AGAINST THE PARTY WHO CAUSED THE
UNCERTAINTY TO EXIST."

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREQF, the parties have caused this Agreement to be executed as of the date

first above written.
DEVELOPER:

THE LAB HOLDING, LLC
a California limited liability company

//’-'ED

e

y- .

as agent and manager\

By: = o
Date: Ao~~a V\ o= 22 \b

By:

Date:

1148895.4

CITY:

CITY OF GARDEN GROVE, a California
municipal corporation

i 7

ley Manager

Date: 5 /// }/// ¢
77

Attest:

(Oioeun UL

City Clerk

Approved as to form:

©WW\ ybmw

City Attorné y
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Each parcel described above will be transferred by its own grant deed in the form provided in

Exhibit “D.”

1148895 4

EXHIBIT “A”

GENERAL DESCRIPTION OF THE PROPERTY

Address APN
1 12911 7TH ST 090-172-18
2 11352 ACACIA PKWY 090-172-29
3 (12902 7TH ST 090-173-04
4 112912 7TH ST 090-173-05
5 12932 7TH ST 090-173-07
6 11361 GARDEN GROVE BLVD 090-173-09
7 111391 GARDEN GROVE BLVD 090-173-11
8 112911 8TH ST 090-173-16
9 11412 ACACIA PKWY 090-173-22
10 {12932 8TH ST 090-174-05
11 112931 9TH ST 090-174-11
12 112941 9TH ST 090-174-10




EXHIBIT “A1”
LEGAL DESCRIPTION
12911 7TH ST
A.PN.: 090-172-18
All that real property located in the State of California, County of Orange, City of Garden Grove,

described as follows:

LOT 15, TRACT 431, IN THE CITY OF GARDEN GROVE, COUNTY OF ORANGE, STATE OF
CALIFORNIA, AS PER MAP RECORDED IN BOOK 16, PAGE 49, OF MISCELLANEOUS
MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY.

End of Legal Description
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EXHIBIT “A2”
LEGAL DESCRIPTION

11352 ACACIA PKWY
A.P.N.: 090-172-29

All that real property located in the State of California, County of Orange, City of Garden Grove,
described as follows:

LOT 6 OF TRACT NO. 431 IN THE CITY OF GARDEN GROVE, COUNTY OF ORANGE,
STATE OF CALIFORNIA, AS PER MAP RECORDED IN BOOK 16, PAGE 49 OF
MISCELLANEOUS MAPS IN THE OFFICE OF THE COUNTY RECORDER OF SAID
COUNTY.

EXCEPT THE SOUTH 10.00 FEET THEREOF.

End of Legal Description
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EXHIBIT “A3”

LEGAL DESCRIPTION
12902 7TH ST
A.P.N.: 090-173-04

All that real property located in the State of California, County of Orange, City of Garden Grove,
described as follows:

PARCEL 1:

THE NORTH 50.00 FEET OF THE SOUTH 410.00 FEET OF THE WEST ONE-HALF OF
BLOCK 5 OF GARDEN GROVE HOME TRACT, IN THE CITY OF GARDEN GROVE,
COUNTY OF ORANGE, STATE OF CALIFORNIA, AS SHOWN ON A MAP THEREOF
RECORDED IN BOOK 4, PAGE 57 OF MISCELLANEOUS MAPS, RECORDS OF SAID
ORANGE COUNTY.

PARCEL 2:

THE NORTH 4.00 FEET OF LOT 1 OF TRACT 644, IN THE CITY OF GARDEN GROVE,
COUNTY OF ORANGE, STATE OF CALIFORNIA, AS SHOWN ON A MAP THEREOF
RECORDED IN BOOK 20, PAGE 6 OF MISCELLANEOUS MAPS, RECORDS OF SAID
ORANGE COUNTY.

End of Legal Description
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EXHIBIT “A4”

LEGAL DESCRIPTION
12912 7TH ST
A.P.N.: 090-173-05

All that real property located in the State of California, County of Orange, City of Garden Grove,
described as follows:

LOT 2 OF TRACT NO. 644 IN THE CITY OF GARDEN GROVE, COUNTY OF ORANGE,
STATE OF CALIFORNIA, AS PER MAP RECORDED IN BOOK 20 PAGE 6 OF
MISCELLANEOUS MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID
COUNTY.

EXCEPT THE NORTH 4.00 FEET THEREOF.

End of Legal Description



EXHIBIT “AS5”
LEGAL DESCRIPTION

12932 7TH ST
A.P.N.: 090-173-07

All that real property located in the State of California, County of Orange, City of Garden Grove,
described as follows:

LOT 3 AND THE NORTH 4.0 FEET OF LOT 4 OF TRACT NO. 644, IN THE CITY OF
GARDEN GROVE, COUNTY OF ORANGE, STATE OF CALIFORNIA, AS SHOWN ON A
MAP RECORDED IN BOOK 20, PAGE 6, OF MISCELLANEOUS MAPS, IN THE OFFICE OF
THE COUNTY RECORDER OF SAID COUNTY.

EXCEPTING THEREFROM THE NORTH 8.5 FEET OF SAID LOT 3.

End of Legal Description
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EXHIBIT “A6”

LEGAL DESCRIPTION
11361 GARDEN GROVE BLVD
A.P.N.: 090-173-09

All that real property located in the State of California, County of Orange, City of Garden Grove,
described as follows:

LOT 5 AND THE WEST 26.33 FEET OF LOT 6 OF TRACT 664, IN THE CITY OF GARDEN
GROVE, COUNTY OF ORANGE, STATE OF CALIFORNIA, AS SHOWN ON A MAP

THEREOF RECORDED IN BOOK 20, PAGE 6 OF MISCELLANEOUS MAPS, RECORDS OF
SAID COUNTY.

End of Legal Description
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EXHIBIT “A7”

LEGAL DESCRIPTION
11391 GARDEN GROVE BLVD
A.P.N.: 090-173-11

All that real property located in the State of California, County of Orange, City of Garden Grove,
described as follows:

LOT 8 AND THE EASTERLY 30.00 FEET OF LOT 7 OF TRACT NO. 644 IN THE CITY OF
GARDEN GROVE, COUNTY OF ORANGE, STATE OF CALIFORNIA, AS SHOWN ON A
MAP RECORDED IN BOOK 20, PAGE 6, OF MISCELLANEOUS MAPS, IN THE OFFICE OF
THE COUNTY RECORDER OF SAID COUNTY.

End of Legal Description
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EXHIBIT “A8”

LEGAL DESCRIPTION
12911 8TH ST
A.P.N.: 090-173-16

All that real property located in the State of California, County of Orange, City of Garden Grove,
described as follows:

LOT 13 OF TRACT NO. 644 IN THE CITY OF GARDEN GROVE, COUNTY OF ORANGE,
STATE OF CALIFORNIA, AS PER MAP RECORDED IN BOOK 20, PAGE 6, OF
MISCELLANEOUS MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID
COUNTY.

End of Legal Description
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EXHIBIT “A9”
LEGAL DESCRIPTION

11412 ACACIA PKWY
A.P.N.: 090-173-22

All that real property located in the State of California, County of Orange, City of Garden Grove,
described as follows:

THE EAST ONE-HALF OF BLOCK 5 OF GARDEN GROVE HOME TRACT, IN THE CITY OF
GARDEN GROVE, COUNTY OF ORANGE, STATE OF CALIFORNIA, AS PER MAP
RECORDED IN BOOK 4, PAGE 57 OF MISCELLANEOUS MAPS, RECORDS OF SAID
COUNTY.

EXCEPTING THEREFROM THE SOUTH 460.00 FEET;

ALSO EXCEPTING THEREFORE THE WEST 50.00 FEET.

End of Legal Description
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EXHIBIT “A16”

LEGAL DESCRIPTION
12932 8TH ST
A.P.N.: 090-174-05

All that real property located in the State of California, County of Orange, City of Garden Grove,
described as follows:

THAT PORTION OF BLOCK 6 OF THE GARDEN GROVE HOME TRACT, AS SHOWN ON A
MAP RECORDED IN BOOK 4 PAGE 57 OF MISCELLANEOUS MAPS, RECORDS OF
ORANGE COUNTY, CALIFORNIA, DESCRIBED AS FOLLOWS:

BEGINNING AT A POINT ON THE WEST LINE OF SAID BLOCK 6, WHICH POINTIS 132.36
FEET SOUTHERLY FROM THE INTERSECTION OF SAID WEST LINE WITH THE
WESTERLY EXTENTION OF THS SOUTH LINE OF LOT 8 OF TRACT NO. 631 AS SHOWN
ON A MAP RECORDED IN BOOK 20, PAGE 26 OF MISCELLANEOUS MAPS, RECORDS OF
ORANGE COUNTY, CALIFORNIA, THENCE EAST 10.00 FEET TO THE SOUTHWEST
CORNER OF THE LAND CONVEYED TO RAYMOND F. HEPP AND WIFE BY DEED
RECORDED JUNE 30, 1948, IN BOOK 1661, PAGE 385 OF OFFICIAL RECORDS; THENCE
EAST ALONG THE SOUTHERLY LINE OF SAID LAND CONVEYED TO HEPP 135.66 FEET
TO THE SOUTHEAST CORNER THEREOF; THENCE SOUTH ALONG THE SOUTHERLY
EXTENSION OF THE EASTERLY LINE OF SAID LOT 8, 53.00 FEET; THENCE WEST
PARALLEL WITH THE SOUTH LINE OF SAID LOT 8, 145.66 FEET TO A POINT IN THE
WEST LINE OF SAID BLOCK6; THENCE NORTH 53.00 FEET TO THE POINT OF
BEGINNING.

End of Legal Description
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EXHIBIT “A11”

LEGAL DESCRIPTION
12931 9TH ST
A.P.N.: 090-174-11

All that real property located in the State of California, County of Orange, City of Garden Grove,
described as follows:

THAT PORTION OF BLOCK SIX OF THE “GARDEN GROVE HOME TRACT”, AS SHOWN
ON A MAP RECORDED IN BOOK 4, PAGE 57 OF MISCELLANEOUS MAPS, RECORDS OF
ORANGE COUNTY, CALIFORNIA, DESCRIBED AS FOLLOWS:

BEGINNING AT A POINT IN THE EAST LINE OF SAID BLOCK SIX, WHICH POINTIS 113
FEET SOUTHERLY FROM THE INTERSECTION OF THE EAST LINE WITH THE
EASTERLY EXTENSION OF THE SOUTH LINE OF LOT SEVEN OF TRACT NO. 631, AS
SHOWN ON A MAP RECORDED IN BOOK 20, PAGE 26 OF MISCELLANEOUS MAPS,
RECORDS OF ORANGE COUNTY, CALIFORNIA, SAID POINT BEING ALSO THE
SOUTHEAST CORNER OF THE LAND CONVEYED TO RUSSELL A. WEIR AND WIFE BY
DEED RECORDED SEPTEMBER 24TH, 1948 IN BOOK 1705, PAGE 416 OF OFFICIAL
RECORDS; THENCE WEST PARALLEL TO THE SOUTH LINE OF SAID LOT SEVEN AND
THE EASTERLY PROLONGATION THEREOF 145.67 FEET, MORE OR LESS, TO THE
SOUTHWEST CORNER OF SAID LAND CONVEYED TO WEIR; THENCE SOUTH ALONG
THE SOUTHERLY EXTENSION OF THE WESTERLY LINE OF SAID LOT SEVEN, 53 FEET;
THENCE EAST PARALLEL TO THE SOUTH LINE OF SAID LOT SEVEN AND THE
EASTERLY EXTENSION THEREOF 145.67 FEET, MORE OR LESS, TO THE EAST LINE OF
SAID BLOCK SIX; THENCE NORTH 53 FEET TO THE POINT OF BEGINNING.

End of Legal Description
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EXHIBIT “A12”

LEGAL DESCRIPTION
12941 9TH ST
A.P.N.: 090-174-10

All that real property located in the State of California, County of Orange, City of Garden Grove,
described as follows:

THAT PORTION OF BLOCK 6 OF THE GARDEN GROVE HOME TRACT, AS SHOWN ON A
MAP RECORDED IN BOOK 4, PAGE 57 OF MISCELLANEOUS MAPS, RECORDS OF
ORANGE COUNTY, CALIFORNIA, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

BEGINNING AT A POINT IN THE EAST LINE OF SAID BLOCK 6, WHICH POINT IS 166
FEET SOUTHERLY FROM THE INTERSECTION OF THE EAST LINE WITH THE
EASTERLY EXTENSION OF THE SOUTH LINE OF LOT 7 OF TRACT NO. 631, AS SHOWN
ON AMAP RECORDED IN BOOK 20, PAGE 26 OF MISCELLANEOUS MAPS, RECORDS OF
ORANGE COUNTY, CALIFORNIA, SAID POINT BEING ALSO THE SOUTHEAST CORNER
OF THE LAND CONVEYED TO ROBERT E. SCHRANDT AND WIFE BY DEED RECORED
MARCH 25, 1949 IN BOOK 1820, PAGE 207, OF OFFICIAL RECORDS;

THENCE WEST PARALLEL TO THE SOUTH LINE OF SAID LOT 7 AND THE EASTERLY
PROLONGATION THEREOF 145.67 FEET, MORE OR LESS, TO THE SOUTHWEST CORNER
OF SAID LAND CONVEYED TO SCHRANDT; THENCE SOUTH ALONG THE SOUTHERLY
EXTENSION OF THE WESTERLY LINE OF SAID LOT 7, 75.03 FEET TO A POINT IN A LINE
WHICHIS PARALLEL TO AND DISTANT 125.00 FEET NORTHERLY OF THE SOUTH LINE
OF SAID BLOCK 6, THENCE EASTERLY ALONG SAID PARALLEL LINE 145.67 FEET TO
THE EAST LINE OF SAID BLOCK 6; THENCE NORTH 75.03 FEET TO THE POINT OF
BEGINNING.

End of Legal Description
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PROMISSORY NOTE SECURED BY DEED OF TRUST

Principal Amount: $2,709,030.00
December 8, 2016

FOR VALUE RECEIVED, the undersigned, COTTAGE INDUSTRIES, LLC, a California
limited liability company ("Borrower") promises to pay to the City of Garden Grove, a
California municipal corporation ("City") or to order at 11222 Acacia Parkway, Garden Grove,
California, 92840, or such other place as City may designate in writing, the principal sum of
TWO MILLION SEVEN HUNDRED NINE THOUSAND THIRTY DOLLARS
($2,709,030.00) plus interest, as set forth below, on the terms specified below.

1. Agreement. This Note is given in accordance with that certain Disposition and
Development Agreement, as defined hereafter. The obligations of the Borrower under this Note
shall be subject to the terms of the Deed of Trust of even date herewith, which secures
performance under this Note.

2. Definitions. The terms set forth in this section shall have the following meanings
in this Note. Capitalized terms not defined in this Note shall have the same meanings as defined
in the Deed of Trust, the terms of which are incorporated into this Note by this reference.

(a) "Deed of Trust" shall mean that certain Deed of Trust, of even date
herewith, executed by Borrower for the benefit of City, which Deed of Trust secures the
obligations of this Note.

(b) "Loan" shall mean the loan in the amount of 2,709,030.00 by City to
Borrower, which Loan is the subject of this Note.

(c) "Note" shall mean this Promissory Note Secured by Deed of Trust.
(d) "Parties" shall mean City and Borrower.
(e) "Property" shall mean that certain real property described on Exhibit "A,"

attached hereto and incorporated herein, together with all improvements, and fixtures now or
hereafter constructed, placed or located on the Property.

® "Disposition and Development Agreement” or “DDA” shall mean that
certain Disposition and Development Agreement, of even date herewith between City and
Borrower.

€3 "Term" shall mean the term of this Note, which shall begin on the date
first set forth above and shall end on December 7, 2021.

3. Repayment

() Monthly Interest-Only Payments. Starting on December 8, 2016, and
continuing thereafter from month-to-month until December 7, 2021, when principal and accrued
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interest thereon, if any, are due and payable, Borrower shall make monthly payments to City, or
to order, in advance on the first day of each calendar month, of interest only at the rate of four
percent per annum (4%) computed on the basis of a 360-day year, in the amount of Nine
Thousand Thirty Dollars and Fifty Cents ($9,030.50).

(b)  Repayment in Full. At the end of the Term of this Note, the entire unpaid
principal balance and all accrued interest, if any, shall be due and payable. Furthermore, the total
amount of the unpaid principal owed under this Note shall immediately become due and payable
in the event of a default by Borrower under this Note or the Deed of Trust. Failure to declare
such amounts due shall not constitute a waiver on the part of City to declare them due in the
event of a subsequent default.

(c) Terms of Payment. All amounts due and payable under the Note are
payable at the Office of City at the address provided above, or at such other place or places as
City may designate to Borrower in writing from time to time. Any payment under this Note shall
be paid in currency of the United States of America, which at the time of payment is lawful for
the payment of public and private debts and which on the respective dates on which such
payments are due shall be in immediately available funds.

(d) Prepayments. Borrower may prepay all or part of the principal balance
plus applicable interest due under this Note without penalty.

4. Prohibition Against Transfer of Interest. Borrower shall not make any transfer,
sale, assignment or conveyance, or transfer in any other form, other than in accordance with the
terms of this Note or the Deed of Trust. If any such transfer is made, all amounts due under this
Note shall become immediately due and payable without further notice by City, as set forth
herein. The following events shall not be considered a transfer of interest: (a) a change in
ownership of Borrower as a result of a merger, consolidation, reorganization, or joint venture; (b)
the sale, exchange, issuance, or other transfer of Borrower’s stock on a national exchange or
between Borrower’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 Borrower; (c) the Transfer
of this Agreement to Borrower’s parent entity, if any, or any subsidiary, affiliate, related entity,
an entity that controls, is controlled by, or is under common control with Borrower; or (d) a
collateral assignment of Borrower’s interest in this Note to a lender as security for any
indebtedness of Borrower to the lender. Borrower shall not be required to obtain City’s consent
and City 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 City.

5. Security. The Deed of Trust, dated the same date as this Note, secures this Note.
6. Waivers.
(a) Borrower expressly agrees that this Note or any payment hereunder may
be extended from time to time at City's sole discretion and that City may accept security in

consideration for any such extension or release any security for this Note at its sole discretion all
without in any way affecting the liability of Borrower.
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(b)  No extension of time for payment of this Note or any installment hereof
made by agreement by City with any person or party now or hereafter liable for payment of this
Note shall operate to release, discharge, modify, change, or affect the original liability of
Borrower under this Note, either in whole or in part.

) The obligations of Borrower under this Note shall be absolute and
Borrower waives any and all rights:

(1) to offset, deduct, or withhold any payments or charges due under
this Note for any reasons whatsoever;

(1)  of presentment for payment, demand, protest and notices of
dishonor and protest made by City; and

(iii)y  with respect to City's diligence in taking any action to collect any
sums owing under this Note or in proceeding against any of City's rights and interests in and to
properties securing payment of this Note.

7. Attorney Fees and Costs. Borrower agrees, that if any amounts due under this
Note are not paid when due, in addition to any such past due amounts, Borrower shall pay, all
costs and expenses of collection and reasonable attorney fees paid or incurred by City in
connection with the collection or enforcement of this Note; whether or not suit is filed.

8. Joint and Several Obligations. This Note is the joint and several obligation of all
makers, sureties, guarantors, and endorsers, and shall be binding upon them and their successors
and assigns.

9. Deed of Trust Acceleration. This Note is secured by a Deed of Trust on the
Property. The Deed of Trust provides for acceleration of the payments due under this Note, along
with applicable interest, as set forth in Section 10, below, in the event of default (after expiration
of any applicable cure period) under the Deed of Trust or this Note.

10. Default. Borrower shall be in default under this Note if Borrower: (i) fails to pay
any money when due under this Note; (ii) breaches any representation or covenant made in this
Note in any material respect; or (iii) breaches any provision of the Deed of Trust.

All covenants, conditions, and agreements contained in this Note and the Deed of Trust
are hereby made a part of this Note, and Borrower agrees that the unpaid balance of the then
principal amount of this Note, together with all charges owing, shall, at the option of City hereof,
become immediately due and payable, and thereafter until paid bear interest at the rate of ten
percent (10%) per annum ("Default Rate"), compounded annually upon the failure of the
Borrower to make any payment hereunder, as and when due (after expiration of any applicable
cure period); upon the failure of Borrower to perform or observe any other term or provision of
this Note; or upon the occurrence of any event (whether termed default, event of default, or
similar term) which (after the expiration of any applicable cure period) under the terms of this
Note or the Deed of Trust shall entitle City to exercise rights or remedies thereunder.
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11. 'Goveming Law. This Note shall be construed in accordance with and be
governed by the laws of the State of California.

12. Severability. If any provision of this Note shall be invalid, illegal, or
unenforceable, the validity, legality, and enforceability of the remaining provisions hereof shall
not in any way be affected or impaired thereby.

13. Time. Time is of the essence in this Note.

14. No Waiver by City. No waiver of any breach, default, or failure of condition
under the terms of this Note or the Deed of Trust or the obligations secured thereby shall be
implied from any failure of City to take, or any delay by City in taking, action with respect to
such breach, default or failure, or any form of previous waiver of any similar or unrelated breach,
default or failure; and waiver of any term of this Note or the Deed of Trust or any of the
obligations secured thereby must be made in writing and shall be limited to the express written
terms of such waiver.

15.  Amendments and Modifications. This Note may not be changed orally, but only
by an amendment in writing signed by Borrower and City.

16.  Notices. All notices required in this Note shall be sent in accordance with Section
18 of the Deed of Trust.

IN WITNESS WHEREOF, Borrower has executed this Promissory Note as of the day
and year first above written.

COTTAGE INDUSTRIES, LLC
a California limited liability company

as agent and manager

A—Hr—ﬁ- o g&&/—

bae: \Z. - ©oF — Ze s
By:

Date:
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EXHIBIT “B”

FORM OF PROMISSORY NOTE SECURED BY DEED OF TRUST

Principal Amount: $2,709,030.00
November , 2016

FOR VALUE RECEIVED, the undersigned, LAB HOLDING LLC, a California limited liability
company ("Borrower") promises to pay to the City of Garden Grove, a California municipal
corporation ("City") or to order at 11222 Acacia Parkway, Garden Grove, California, 92840, or such
other place as City may designate in writing, the principal sum of TWO MILLION SEVEN
HUNDRED NINE THOUSAND ONE HUNDRED FIFTY DOLLARS ($2,709,030.00) plus
interest, as set forth below, on the terms specified below.

1. Agreement. This Note is given in accordance with that certain Disposition and
Development Agreement, as defined hereafter. The obligations of the Borrower under this Note
shall be subject to the terms of the Deed of Trust of even date herewith, which secures performance
under this Note.

2. Definitions. The terms set forth in this section shall have the following meanings in
this Note. Capitalized terms not defined in this Note shall have the same meanings as defined in the
Deed of Trust, the terms of which are incorporated into this Note by this reference.

(a) "Deed of Trust" shall mean that certain Deed of Trust, of even date herewith,
executed by Borrower for the benefit of City, which Deed of Trust secures the obligations of this
Note.

(b) "Loan" shall mean the loan in the amount of 2,709,030.00 by City to
Borrower, which Loan is the subject of this Note.

(c) "Note" shall mean this Promissory Note Secured by Deed of Trust.

(d) "Parties" shall mean City and Borrower.

(e) "Property" shall mean that certain real property described on Exhibit "A,"
attached hereto and incorporated herein, together with all improvements, and fixtures now or

hereafter constructed, placed or located on the Property.

) "Disposition and Development Agreement" or “DDA” shall mean that certain
Disposition and Development Agreement, of even date herewith between City and Borrower.

(2) "Term" shall mean the term of this Note, which shall begin on the date first set
forth above and shall end on November ,2021.
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3. Repayment.

(a) Monthly Interest-Only Payments. Starting on November , 2016, and
continuing thereafter from month-to-month until November , 2021, when principal and
accrued interest thereon, if any, are due and payable, Borrower shall make monthly payments to
City, or to order, in advance on the first day of each calendar month, of interest only at the rate of
four percent per annum (4%) computed on the basis of a 360-day year, in the amount of Nine
Thousand Thirty Dollars and Fifty Cents ($9,030.50).

(b)  Repayment in Full. At the end of the Term of this Note, the entire unpaid
principal balance and all accrued interest, if any, shall be due and payable. Furthermore, the total
amount of the unpaid principal owed under this Note shall immediately become due and payable in
the event of a default by Borrower under this Note or the Deed of Trust. Failure to declare such
amounts due shall not constitute a waiver on the part of City to declare them due in the event of a
subsequent default.

(©) Terms of Payment. All amounts due and payable under the Note are payable
at the Office of City at the address provided above, or at such other place or places as City may
designate to Borrower in writing from time to time. Any payment under this Note shall be paid in
currency of the United States of America, which at the time of payment is lawful for the payment of
public and private debts and which on the respective dates on which such payments are due shall be
in immediately available funds.

(d) Prepayments. Borrower may prepay all or part of the principal balance plus
applicable interest due under this Note without penalty.

4. Prohibition Against Transfer of Interest. Borrower shall not make any transfer, sale,
assignment or conveyance, or transfer in any other form, other than in accordance with the terms of
this Note or the Deed of Trust. If any such transfer is made, all amounts due under this Note shall
become immediately due and payable without further notice by City, as set forth herein. The
following events shall not be considered a transfer of interest: (a) a change in ownership of Borrower
as a result of a merger, consolidation, reorganization, or joint venture; (b) the sale, exchange,
issuance, or other transfer of Borrower’s stock on a national exchange or between Borrower’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 Borrower; (c) the Transfer of this Agreement to
Borrower’s parent entity, if any, or any subsidiary, affiliate, related entity, an entity that controls, is
controlled by, or is under common control with Borrower; or (d) a collateral assignment of
Borrower’s interest in this Note to a lender as security for any indebtedness of Borrower to the
lender. Borrower shall not be required to obtain City’s consent and City 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 City.

5. Security. The Deed of Trust, dated the same date as this Note, secures this Note.

6. Waivers.

(a) Borrower expressly agrees that this Note or any payment hereunder may be
extended from time to time at City's sole discretion and that City may accept security in

-~
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consideration for any such extension or release any security for this Note at its sole discretion all
without in any way affecting the liability of Borrower.

(b)  Noextension of time for payment of this Note or any installment hereof made
by agreement by City with any person or party now or hereafter liable for payment of this Note shall
operate to release, discharge, modify, change, or affect the original liability of Borrower under this
Note, either in whole or in part.

(©) The obligations of Borrower under this Note shall be absolute and Borrower
waives any and all rights:

€ to offset, deduct, or withhold any payments or charges due under this
Note for any reasons whatsoever;

(i)  of presentment for payment, demand, protest and notices of dishonor
and protest made by City; and

(ut)  withrespect to City's diligence in taking any action to collect any sums
owing under this Note or in proceeding against any of City's rights and interests in and to properties
securing payment of this Note.

7. Attorney Fees and Costs. Borrower agrees, that if any amounts due under this Note
are not paid when due, in addition to any such past due amounts, Borrower shall pay, all costs and
expenses of collection and reasonable attorney fees paid or incurred by City in connection with the
collection or enforcement of this Note; whether or not suit is filed.

8. Joint and Several Obligations. This Note is the joint and several obligation of all
makers, sureties, guarantors, and endorsers, and shall be binding upon them and their successors and
assigns.

9. Deed of Trust Acceleration. This Note is secured by a Deed of Trust on the Property.
The Deed of Trust provides for acceleration of the payments due under this Note, along with
applicable interest, as set forth in Section 10, below, in the event of default (after expiration of any
applicable cure period) under the Deed of Trust or this Note.

10.  Default. Borrower shall be in default under this Note if Borrower: (i) fails to pay any
money when due under this Note; (ii) breaches any representation or covenant made in this Note in
any material respect; or (iii) breaches any provision of the Deed of Trust.

All covenants, conditions, and agreements contained in this Note and the Deed of Trust are
hereby made a part of this Note, and Borrower agrees that the unpaid balance of the then principal
amount of this Note, together with all charges owing, shall, at the option of City hereof, become
immediately due and payable, and thereafter until paid bear interest at the rate of ten percent (10%)
per annum ("Default Rate"), compounded annually upon the failure of the Borrower to make any
payment hereunder, as and when due (after expiration of any applicable cure period); upon the
failure of Borrower to perform or observe any other term or provision of this Note; or upon the
occurrence of any event (whether termed default, event of default, or similar term) which (after the

od
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expiration of any applicable cure period) under the terms of this Note or the Deed of Trust shall
entitle City to exercise rights or remedies thereunder.

11. Governing Law. This Note shall be construed in accordance with and be governed by
the laws of the State of California.

12. Severability. Ifany provision of this Note shall be invalid, illegal, or unenforceable,
the validity, legality, and enforceability of the remaining provisions hereof shall not in any way be
affected or impaired thereby.

13. Time. Time is of the essence in this Note.

14. No Waiver by City. No waiver of any breach, default, or failure of condition under
the terms of this Note or the Deed of Trust or the obligations secured thereby shall be implied from
any failure of City to take, or any delay by City in taking, action with respect to such breach, default
or failure, or any form of previous waiver of any similar or unrelated breach, default or failure; and
waiver of any term of this Note or the Deed of Trust or any of the obligations secured thereby must
be made in writing and shall be limited to the express written terms of such waiver.

15. Amendments and Modifications. This Note may not be changed orally, but only by
an amendment in writing signed by Borrower and City.

16.  Notices. All notices required in this Note shall be sent in accordance with Section 18
of the Deed of Trust.

IN WITNESS WHEREOF, Borrower has executed this Promissory Note as of the day and
year first above written.

[SIGNATURE PAGE FOLLOWS]

LAB HOLDING, LLC
a Califomia/ imited liability company

By:

as agent and manager

By: Stlavesy) Saore= GO

Date: Miay — 26 — 2o\

By:

Date:
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EXHIBIT "A" TO PROMISSORY NOTE

GENERAL DESCRIPTION OF THE PROPERTY

Address APN
1 12911 7TH ST 090-172-18
2 11352 ACACIA PKWY 090-172-29
3 112902 7TTH ST 090-173-04
4 112912 7TH ST 090-173-05
5 12932 7TH ST 090-173-07
6 [11361 GARDEN GROVE BLVD 090-173-09
7 111391 GARDEN GROVE BLVD 090-173-11
g 112911 8THST 090-173-16
9 {11412 ACACIA PKWY 090-173-22
10 112932 8TH ST 090-174-05
11 112931 9TH ST 090-174-11
12 112941 9TH ST 090-174-10




'SELLER'S CE-IFICATION OF NON-FOREIGN “=ATUS UNDER

FOREIGN INVESTMEN: +N REAL PROPERTY TAX ACT ("FIRPTA") (26 U.S.C. 1445)

File No: 794936-A June 10, 2016

All items in this form must be completed by each seller. All sellers must have a taxpayer
identification number (TIN) even if sellers CANNOT provide this certification and FIRPTA

withholding must be done. A TIN is not an indication that the seller is a resident alien or U.S.
Citizen.

Section 1445 of the Internal Revenue Code provides that a transferee (buyer) of a U.S. real property interest
must withhold tax if the transferor (seller) is a foreign person.

THIS SECTION FOR INDIVIDUAL TRANSFEROR; EACH SELLER MUST COMPLETE AND SIGN. ADD
SIGNATURE LINES OR MAKE COPIES FOR EACH SELLER TO COMPLETE:
To inform the transferee (buyer) that withholding of tax is not required upon my disposition of a U.S. real
property interest, the undersigned seller hereby certifies the following:
1. IAM ( } AM NOT ( ) a nonresident alien for purposes of U.S. income taxation (if
you are a nonresident alien, withholding will be done unless another exemption applies);
2. My U.S. Taxpayer Identification (Social Security) Number is
3. My home address is .
I understand that this certification may be disclosed to the Internal Revenue Service by the transferee and
that any false statement I have made here could be punished by fine, imprisonment, or both.

Under penalties of perjury I declare that I have examined this certification and to the best of my knowledge and
belief it is true, correct, and complete.

7

Date City of Garden Grove, a California municipal corporation

THIS SECTION FOR ENTITY TRANSFEROR:

For U.S. tax purposes (including Section 1445), the owner of a disregarded entity (which has legal title to a
U.S. real property interest under local law) will be the transferor of the property and not the disregarded entity.
To inform the transferee that withholding of tax is not required upon the disposition of a U.S. real property
interest by the undersigned, the undersigned hereby certifies the following on behalf of Transferor:

1. Transferor IS ( ) IS NOT ( )< ) a foreign corporation, foreign partnership, foreign
trust, or foreign estate (as those terms are defined in the Internal Revenue Code and Income
Tax Regulations) (if you are a foreign entity, withholding will be done unless another exemption
applies); '

2. Transferor IS ( ) IS NOT ( )< ) a disregarded entity as defined in Section 1.1445-
2(b)(2)(iii); —

3. Transferor's U.S. employer identification number is 9 o= (ﬁ 01055y ? 47/ 8

4. Transferor's office address is // 222 /A aia YWY ;

Cnvden evesk | (B gogdor 11 :

Transferor understands that this certification may be distlosed to the Internal Revenue Service by transferee
. and that any false statement contained herein could be punished by fine, imprisonment, or both.

Under penalties of perjury I declare that I have examined this certification and to the best of my knowledge

and belief it is true, correct, and complete, and I further declare that I have authority to sign this document on
behalf of Transferor.

e Aae

Date City of Garden Grove, a California municipal corporation




SELLER'S CE ' IFICATION OF NON-FOREIGN. iTUS UNDER
FOREIGN INVESTMENT IN REAL PROPERTY TAX ACT ("FIRPTA") (26 U.5.C. 1445)

File No: 794936-4

June 10, 2016

All items in this form must be completed by each seller. All seliers must have a‘taxpayer
identification number (TIN) even if seliers CANKNOT provide this certification and FIRPTA

withholding must be done. A TIN is not an indication that the seller is a resident alien or U.S,
Citizen.

Section 1445 of the Internal Reveriue Code provides that a transferee (buyer) of a U.S. real property interest
must withhold tax i the transferor (seller) is a foreign person.

THIS SECTION FOR INDIVIDUAL TRANSFEROR; EACH SELIER MUST COMPLETE AND SIGN. ADD

S e e R e R e e A AN R PR P I R AT T LR MIRLS SN, AL

SIGNATURE LINES OR MAKE COPIES FOR EACH SELLER TO COMPLETE:

To inform the transferee (buyer) that withholding of tax is not required upon rmy disposition of a U.S. redl
property interest, the undersigned seller hereby certifies the following:
I TAM({ ) AMNOT ( ) a nonresident alien for purposes.of U.S. income taxation (if
you are a nonresident alien, withholding will be done unless another exemption applies);
2. My U.S. Taxpayer Identification (Social Security) Number is
3, My home address is _
T understand that this certification may be disciosed 16 the Internal Revenug Semce by the transferée and
that any false statement I have made here could be punished by fine, imprisonment, or both.
Under penalties of perury I declarethat I have examined this certification and to the best of my knowledge and
belief it is true, correct, and complete.

Date City of Garden Grove,.a California municipal corporation

THIS SECTION FOR ENTITY TRANSFEROR: _ »

For U.S. tax purposes (including Section 1445), the owner of a disregarded entity (which has legal title to a
U.S. real property interest under local law) will be the transferor of the property and not the dfsregarded entity.
To inform the tranisferee that withholding of tax is not required .upon the disposition of a U.S, real property
interest by the undersigned, the undersigned hereby certifies the following on behalf of Transferer:

1. Transferor IS ( Y ISNOT ( )< ) @ foreign corporation, foreign partnership, foreign
trust, or foreign estate (as those terms are defined in the Internal Revenue Code and Income
Tax Regulations) (if you are a foreign entity, withholding will be dorie unless another exemption
applies);

2. Transferor IS ( ) ISNOT ( X ) a disregarded entity as defined in Section 1.1445-
2(b)(2)(i); — -

3. Transferor's U.S. employer identification numiber is é? o - (0 OOS% L7[ ﬁ

4. Transferor's office addressis_// 2.2 7 . A A (40 l) Wy ;

Eavden evove | (8 Cogdo’ ([

Transferor understands that this certification may be distlosed to the Internal Revenue Service by tsansferee
and that any false statement contained herein could be punished by fine, imprisonment, or both.

Under penalties of perjury I declare that I have examined this certification and to the best of my knowledge:

and belief it is true, correct, and complete, and 1 further declare that I have authority to sign this document on
behalf of Transferor,

291 s

- Date ~ Clty of Garden Grove, a California municipal corporation

N
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F£MHD Commercial Property Discl

Disclosure Report Signatui< Page
NaruraIFILzrzgz%ji(z;osurss’” For ORANGE County

Property Address: VACANT LAND APN: 090-174-05
GARDEN GROVE, ORANGE COUNTY, CA 92840 Report Date: 06/02/2016
("Property”) Report Number: 1825689

Natural Hazard Disclosure ("NHD") Statement
and Acknowledgment of Receipt

DISCLAIMER: This NHD Summary (a) is not valid unless delivered with the complete FANHD Disciosure Report which transferee must read and
acknowledge before close of escrow, and (b) is subject to the Terms and Conditions contained in that complete Disclosure Report.

The transferor and his or her agent(s) or a third-party consultant disclose the foliowing information with the knowledge that even though this is not a warranty,
prospective fransferees may rely on this information in deciding whether and on what terms fo purchase the Property. Transferor hereby authorizes any agent(s)
representing any principal(s) in this action to provide a copy of this statement to any person or entity in connection with any actual or anticipated sale of the Property.

The following are representations made by the transferor and his or her agent(s) or a third-party consultant based on their knowledge and maps drawn by the State.
This information is a disclosure and is not intended to be part of any contract between the transferee and the transferor. THIS REAL PROPERTY LIES WITHIN THE

FOLLOWING HAZARDOUS AREA(S):
A SPECIAL FLOOD HAZARD AREA (Any type Zone "A" or "\/") designated by the Federal Emergency Management Agency
Yes____ No X Do not know and information not available from local jurisdiction ___

AN AREA OF POTENTIAL FLLOODING shown on a dam failure inundation map pursuant to Section 8589.5 of the Government Code.
Yes X No__ Do not know and information not available from jocal jurisdiction___

A VERY HIGH FIRE HAZARD SEVERITY ZONE pursuant to Section 51178 or 51179 of the Government Code. The owner of
maintenance requirements of Section 51182 of the Government Code.

Yes No 3(

this Property is subject to the

A WILDLAND AREA THAT MAY CONTAIN SUBSTANTIAL FOREST FIRE RISK AND HAZARDS pursuant fo Section 4125 of the Public Resources Code. The
owner of this Property is subject to the maintenance requirements of Section 4291 of the Public Resources Code. Additionally, it is not the state's responsibility to
provide fire protection services to any building or structure located within the wildlands unless the Department of Forestry and Fire Protection has entered info a
cooperative agreement with a local agency for those purposes pursuant to Section 4142 of the Public Resources Code.

Yes_ No X
AN EARTHQUAKE FAULT ZONE pursuant to Section 2622 of the Public Resources Code.
Yes___ No X

A SEISMIC HAZARD ZONE pursuant to Section 2696 of the Public Resources Code.
Yes (Landslide Zone)____ Yes (Liguefaction Zone) X

No____ Map not yet released by state_

THESE HAZARDS MAY LIMIT YOUR ABILITY TO DEVELOP THE REAL PROPERTY, TO OBTAIN INSURANCE, OR TO RECEIVE ASSISTANCE AFTER A
DISASTER. THE MAPS ON WHICH THESE DISCLOSURES ARE BASED ESTIMATE WHERE NATURAL HAZARDS EXIST. THEY ARE NOT DEFINITIVE
INDICATORS OF WHETHER OR NOT A PROPERTY WILL BE AFFECTED BY A NATURAL DISASTER. TRANSFEREE(S) AND TRANSFEROR(S) MAY WISH TO
OBTAIN PROFESSIONAL ADVICE REGARDING THOSE HAZARDS AND OTHER HAZARDS THAT MAY AFFECT THE PROPERTY.

Signature of Transferor(s) Date Signature of Transferor(s) Date

Signature of Agent Date Signature of Agent Date

D Transferor(s) and their agent(s) represent that the information herein is frue and correct to the best of their knowledge as of the date signed by the transferor(s)
and agent(s).

E Transferor(s) and their ageni(s) acknowledge that they have exercised good faith in the selection of a third-party report provider as required in Civil Code Section
1103.7, and that the representations made in this Natural Hazard Disclosure Statement are based upon information provided by the independent third-party
disclosure provider as a substituted disciosure pursuant to Civil Code Section 1103.4. Neither transferor(s) nor their agent(s) (1) has independently verified the

information contained in this statement and Report or (2) is personally aware of any errors or inaccuracies in the information contained on the statement. This
staternent was prepared by the provider below:

Third-Party Disclosure Provider(s) FIRST AMERICAN PROFESSIONAL REAL ESTATE SERVICES, INC. OPERATING THROUGH ITS FANHD DIVISION.
Date 02 June 2016

Transferee r':she has read and understands this documpent. Pursuant to Civil Code Section 1103.8, the representations in this Natural Hazard
izcfosure Statement [io not consti all of the transferor's or agengs discl obligations in this fransaction.
Signature of Transfery 5(;)/ 7/ Signature of Transferee(s) . Date

L

TRANSFEREE(S) REPRESENTS ABOVE HEISHE HAS RECEIVED, READ AND UNDERSTANDS THE COMPLETE FANHD DISCL OSURE REPORT DELIVERED WITH THIS SUMMARY:

A. Commercial Natural Hazard Disclosure Report, Commercial Tax Report, Commercial Environmentat Screening Report.

B. Addifional Property-specific Statutory Disclosures: Former Military Ordnance Site, Airport Influence Area, Airport Noise, San Francisco Bay Conservation and
Development District Jurisdiction (in S.F. Bay counties only).

C. Additional County and City Reguiatory Determinations as applicable: Airports, Avalanche, Blow Sand, Coastal Zone, Dam/Levee Failure Inundation, Debris Flow,
Erosion, Flood, Fault Zone, Fire, Groundwater, Landslide, Liquefaction, Methane Gas, Mines, Naturally Occurring Asbestos, Redevelopment Area, Right to Farm,
Runoff Area, Seiche, Seismic Shaking, Seismic Ground Failure, Siope Stability, Soil Stability, Subsidence, TRPA, Tsunami.

D. General advisories: Methamphetamine Contamination, Mold, Radon, Endangered Species Act, Abandoned Mines, Oil & Gas Wells, Tsunami Maps (coastal only),
Non-residential Building Energy Use.

E. Govemnment Guides in Combined Bookiet with Report. Refer fo Booklet Commercial Property Owner's Guide to Earthquake Safety. Government Guides are aiso
available on the Company's "Electronic Bookshelf" at htip.//wwww.disclosures.com/.

©2016 - First American Real Estate Disclosures, LLC - 200 Commerce, Suite 100, Irving, CA 92602 Phane: (800) 527-0027 Fax: (800) 854-9625 Page 1 of 1



Disclosure Report Signatui< Page
Naiuraf};jzjf;eggﬁasurcs’” FOI' ORANGE COU nty

Property Address: VACANT LAND APN: 090-173-09
GARDEN GROVE, ORANGE COUNTY, CA 92840 Report Date: 06/02/2016
("Property”) Report Number: 1925683

Natural Hazard Disclosure ("NHD") Statement
and Acknowledgment of Receipt

DISCLAIMER: This NHD Summary (a} is not valid unless delivered with the complete FANHD Disclosure Report which transferee must read and
acknowiedge before close of escrow, and (b) is subject to the Terms and Conditions contained in that complete Disclosure Report.

The transferor and his or her agent(s) or a third-parfy consultant disclose the following information with the knowledge that even though this is not a warranty,
prospectiive transferees may rely on this information in deciding whether and on what terms to purchase the Properly. Transferor hereby authorizes any agent(s)
representing any principal(s) in this action to provide a copy of this statement to any person or entity in connection with any actual or anticipated saie of the Property.

The following are representations made by the transferor and his or her agent(s) or a third-party consultant based on their knowledge and maps drawn by the State.
This information is a disclosure and is not intended to be part of any contract between the transferee and the transferor. THIS REAL PROPERTY LIES WITHIN THE
FOLLOWING HAZARDOUS AREA(S):

A SPECIAL FLOOD HAZARD AREA (Any type Zone "A" or "V") designated by the Federal Emergency Management Agency
Yes___ No 3 Do not know and information not availabie from local jurisdiction ___

AN AREA OF POTENTIAL FLOODING shown on a dam failure inundation map pursuant fo Section 8589.5 of the Government Code.
Yes X_ No__ Do not know and information not available from local jurisdiction___

A VERY HIGH FIRE HAZARD SEVERITY ZONE pursuant to Section 51178 or 51179 of the Government Code. The owner of this Property is subject to the
maintenance requirements of Section 51182 of the Government Code.

Yes_ No X

A WILDLAND AREA THAT MAY CONTAIN SUBSTANTIAL FOREST FIRE RISK AND HAZARDS pursuant to Section 4125 of the Public Resources Code. The
owner of this Property is subject to the maintenance requirements of Section 4291 of the Public Resources Code. Additionally, it is not the state's responsibility to
provide fire protection services to any building or structure located within the wildlands unless the Department of Forestry and Fire Protection has entered into a
cooperative agreement with a local agency for those purposes pursuant to Section 4142 of the Public Resources Code.

Yes___ No X

AN EARTHQUAKE FAULT ZONE pursuant fo Section 2622 of the Public Resources Code.
Yes No X

A SEISMIC HAZARD ZONE pursuant to Section 2696 of the Public Resources Code.

Yes (Landslide Zone)__ Yes (Liquefaction Zone) X

No___ Map not yet released by state_

THESE HAZARDS MAY LIMIT YOUR ABILITY TO DEVELOP THE REAL PROPERTY, TO OBTAIN INSURANCE, OR TO RECEIVE ASSISTANCE AFTER A

_ DISASTER. THE MAPS ON WHICH THESE DISCLOSURES ARE BASED ESTIMATE WHERE NATURAL HAZARDS EXIST. THEY ARE NOT DEFINITIVE
INDICATORS OF WHETHER OR NOT A PROPERTY WILL BE AFFECTED BY A NATURAL DISASTER. TRANSFEREE(S) AND TRANSFEROR(S) MAY WISH TO
OBTAIN PROFESSIONAL ADVICE REGARDING THOSE HAZARDS AND OTHER HAZARDS THAT MAY AFFECT THE PROPERTY.

Signature of Transferor(s) Date Signature of Transferor(s) Date

Signature of Agent Date Signature of Agent Date

[] Transferor(s) and their agent(s) represent that the information herein is true and correct to the best of their knowledge as of the date signed by the transferor(s)
and ageni(s).

@ Transferor(s) and their agent(s) acknowiedge that they have exercised good faith in the selection of a third-party report provider as required in Civil Code Section
1103.7, and that the representations made in this Natural Hazard Disclosure Statement are based upon information provided by the independent third-party
disclosure provider as a substituted disclosure pursuant to Civil Code Secfion 1103.4. Neither transferor(s) nor their agent(s) (1) has independently verified the

information contained in this statement and Report or (2) is personally aware of any errors or inaccuracies in the information contained on the statement. This
statement was prepared by the provider beiow:

Third-Party Disclosure Provider(s) FIRST AMERICAN PROFESSIONAL REAL ESTATE SERVICES. INC. OPERATING THROUGH ITS FANHD DIVISION.
Date 02 June 2016

Transferes Pursuant to Civil Code Sectfion 1103.8, the representations in this Natural Hazard

bligations in this transaction.

Signature of Transferee(s) Date

TRANSFEREE(S) REPRESENTS ABOVE HE/SHE HAS RECEIVED, READ AND UNDERSTANDS THE COMPLETE FANHD DISCLOSURE REPORT DELIVERED WITH THIS SUMMARY:

A. Commercial Natural Hazard Disclosure Report, Commercial Tax Report, Commercial Environmental Screening Report.

B. Additional Property-specific Statutory Disclosures: Former Military Ordnance Site, Airport Influence Area, Airport Noise, San Francisco Bay Conservation and
Development District Jurisdiction (in S.F. Bay counties only).

C. Additional County and City Regulatory Determinations as applicable: Airports, Avalanche, Biow Sand, Coastal Zaone, Dam/Levee Failure Inundation, Debris Flow,
Erosion, Flood, Fault Zone, Fire, Groundwater, Landslide, Liquefaction, Methane Gas, Mines, Naturally Occurring Asbestos, Redevelopment Area, Right to Farm,
Runoff Area, Seiche, Seismic Shaking, Seismic Ground Failure, Slope Stability, Soil Stabiiity, Subsidence, TRPA, Tsunami.

D. General advisories: Methamphetamine Contamination, Mold, Radon, Endangered Species Act, Abandoned Mines, Oil & Gas Wells, Tsunami Maps (coastal only),
Non-residential Building Energy Use.

E. Govemment Guides in Combined Booklet with Report. Refer to Booklet: Commercial Property Owner's Guide to Earthquake Safety. Government Guides are also
availabie on the Company's "Electronic Bookshelf" at hitp://wwww.disclosures.comy/.

©2016 - First American Real Estate Disclosures, LLC - 200 Commerce, Suite 100, Irvine, CA 92602 Phone: (800) 527-0027 Fax: (800) 854-9625 Page 1 of 1




FZ£2HD Commercial Property Discloz

Disclosure Report Signatui« Page
Narural;:gzrzéz%gagosures" For ORANGE COU nty

Property Address: VACANT LAND APN: 090-172-18
GARDEN GROVE, ORANGE COUNTY, CA 92840 Report Date: 06/02/2016
("Property"”) Report Number: 1925679

Natural Hazard Disclosure ("NHD") Statement
and Acknowledgment of Receipt

DISCLAIMER: This NHD Summary (a) is not valid unless delivered with the complete FANHD Disclosure Report which transferee must read and
acknowledge before close of escrow, and (b) is subject to the Terms and Conditions contained in that complete Disclosure Report.

The transferor and his or her agent(s) or a third-party consultant disclose the following information with the knowledge that even though this is not a warranty,
prospective transferees may rely on this information in deciding whether and on what terms to purchase the Property. Transferor hereby authorizes any agent(s)
representing any principal(s) in this acfion fo provide a copy of this statement to any person or entity in connection with any actual or anticipated sale of the Property.

The following are representations made by the transferor and his or her agent(s) or a third-party consultant based on their knowledge and maps drawn by the State,
This information is a disclosure and is not intended o be part of any contract between the transferee and the transferor. THIS REAL PROPERTY LIES WITHIN THE
FOLLOWING HAZARDOUS AREA(S):

A SPECIAL FLOOD HAZARD AREA (Any type Zone "A" or "V") designated by the Federal Emergency Management Agency

Yes___ No X Do not know and information not available from local jurisdiction ___

AN AREA OF POTENTIAL FLOODING shown on a dam failure inundation map pursuant to Section 8589.5 of the Government Code.
Yes X No_ Do not know and information not available from local jurisdiction___

A VERY HIGH FIRE HAZARD SEVERITY ZONE pursuant to Section 51178 or 51179 of the Government Code. The owner of this Property is subject fo the
maintenance requirements of Section 51182 of the Government Code.

Yes No X

A WILDLAND AREA THAT MAY CONTAIN SUBSTANTIAL FOREST FIRE RISK AND HAZARDS pursuant to Section 4125 of the Public Resources Code. The
owner of this Property is subject to the maintenance requirements of Section 4281 of the Public Resources Code. Additionally, it is not the state's responsibility to
provide fire protection services fo any building or structure located within the wildiands unless the Department of Forestry and Fire Protection has entered info a
cooperative agreement with a local agency for those purposes pursuant to Section 4142 of the Public Resources Code.

Yes___ No X
AN EARTHQUAKE FAULT ZONE pursuant fo Section 2622 of the Public Resources Code.
Yes__ No X

A SEISMIC HAZARD ZONE pursuant to Section 2696 of the Public Resources Code.
Yes (Landslide Zone)__ Yes (Ligquefaction Zone) 3
No____ Map not yet released by state_

THESE HAZARDS MAY LIMIT YOUR ABILITY TO DEVELOP THE REAL PROPERTY, TO OBTAIN INSURANCE, OR TO RECEIVE ASSISTANCE AFTER A
DISASTER. THE MAPS ON WHICH THESE DISCLOSURES ARE BASED ESTIMATE WHERE NATURAL HAZARDS EXIST. THEY ARE NOT DEFINITIVE
INDICATORS OF WHETHER OR NOT A PROPERTY WILL BE AFFECTED BY A NATURAL DISASTER. TRANSFEREE(S) AND TRANSFEROR(S) MAY WISH TO
OBTAIN PROFESSIONAL ADVICE REGARDING THOSE HAZARDS AND OTHER HAZARDS THAT MAY AFFECT THE PROPERTY. .

Signature of Transferor{s) Date Signature of Transferor(s) Date

Signature of Agent ) Date Signature of Agent Date

D Transferor(s) and their agent(s) represent that the information herein is true and correct to the best of their knowledge as of the date signed by the transferor(s)
and agent(s).

E Transferor(s) and their agent(s) acknowledge that they have exercised good faith in the selection of a third-party report provider as required in Civil Code Section
1103.7, and that the representations made in this Natural Hazard Disciosure Statement are based upon information provided by the independent third-party
disclosure provider as a subsfituted disclosure pursuant to Civil Code Section 1103.4. Neither transferor(s) nor their agent(s) (1) has independently verified the

information contained in this statement and Report or (2) is personally aware of any errors or inaccuracies in the information contained on the statement. This
statement was prepared by the provider below:

Third-Party Disclosure Provider(s) FIRST AMERICAN PROFESSIONAL REAL ESTATE SERVICES, INC. OPERATING THROUGH ITS FANHD DIVISION.
Date 02 June 2016
at he or she has read and understands this/docurdent. Pursuant fo Civil Code Section 1103.8, the representations in this Natural Hazard
wotcansiitute II of the transferor's or agent'g discl obligations in this transaction.
— —= l f Z
Eignaturew,e(s) — 07 /" ! Signature of Transferee(s) Date

TRANSFEREE(S) REPRESENTS ABOVE HE/SHE HAS RECEIVED, READ AND UNDERSTANDS THE COMPLETE FANHD DISCLOSURE REPORT DELIVERED WITH THIS SUMMARY:

Transferee represents
Discios Staternentg

A. Commercial Natural Hazard Disclosure Report, Commercial Tax Report, Commercial Environmental Screening Report.

B. Additional Property-specific Statutory Disclosures: Former Miliiary Ordnance Site, Airport Influence Area, Airport Noise, San Francisco Bay Conservation and
Development District Jurisdiction (in S.F. Bay counties only).

C. Additional County and City Reguiatory Determinations as applicable: Airports, Avalanche, Biow Sand, Coastal Zone, Dam/Levee Failure Inundation, Debris Fiow,
Erosion, Flood, Fault Zone, Fire, Groundwater, Landslide, Liquefaction, Methane Gas, Mines, Naturally Occurring Asbestos, Redevelopment Area, Right fo Farm,
Runoff Area, Seiche, Seismic Shaking, Seismic Ground Failure, Slope Stability, Soil Stability, Subsidence, TRPA, Tsunami.

D. General advisories: Methamphetamine Contamination, Mold, Radon, Endangered Species Act, Abandoned Mines, Oil & Gas Wells, Tsunami M
Non-residentia! Building Energy Use.

E. Government Guides in Combined Bookiet with Report. Refer to Booklet Commercial Property Owner's Guide fo Earthquake Safety. Government Guides are also
available on the Company's "Electronic Bookshelf" at htto://wwww.disciosures. cormy.

aps (coastal only),
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NHD Commercial Property Discl ™~ .re Reports
Disclosure Report Signature Page

T For ORANGE County
Froperty Address: VACANT LAND ' APHN:.080-172-18
GARDEN GROVE, ORANGE COUNTY, CA 32840

‘ Report Date: 06/02/2018
"Property”) Report Number: 1925878

Natural Hazard Disclosure ("NHD"™) Statement
and Acknowledgment of Receipt

‘DISCLAIMER: This NHD Sumimary (4} is not valid unleSs deiiveréd with the complete FANHD Bisclosure Report which tramsferse must read and
acknowiedge before-close ofescrow, and (b) is subjecttoths Terms and Conditions céntained inthat cofpiete Disclésure Réport.

The fransferar-and his or her agent(s) or a third-party consultant disclose the fcﬂowmg ‘ifformation with the knowledge fhat even though this is ot a waranty,
‘prospective transferees may rely on this information In deciding whgther and on what tefms o purchase e Property. Transteror hereby authorizes any agent(s)
tepresenting any princigal(s) in this-aclion to-provide a-coby of this statement fo a1y pérson or entity in connéction with any acfual. or anticipated sale of the Praperty:

The- follomng are reprasentatlons made by the transferm and his or her agent(s‘)‘nr a thxrd~party consultani based on-thair knowledge and miaps ‘drawn By the State,
This infofmation is a disciosure and js not intended o be-part of any contract betiveen the transferee and fhe transteror. THIS REAL PROPERTY LIES WITHIN THE

FOLLOWING HAZARDOUS. AREA(S) .
£ SPEGIAL FLOOD HAZARD. AREA {Any type Zone A" or V") designated by the Federal Emergency Managemert Agency
Yes. No X Do not know and informiatioh not avaifable from local jurisdiction

AN AREA OF POTENTIAL FLOODING showrion a dam failure ihuhdation miap pufstant o Séction B8589.5 gf the. Govemment-Code..
Yes: X Mo__ Do not know and informafien not available from local jurisdiction___

A-VERY HIGH FIRE HAZARD SEVERITY ZONE pursuant fo Seclion 51178 of 51178 of the- Governmeént €ade. The cwnsl of this Property is sub)ec‘t 6 the
mainienance reguirements of Section 51182 of the Government-Code,

Yes___ No X

A WILDLAND AREA THAT MAY CONTAIN SUBSTANTIAL FOREST FIRE RISK AND HAZARDS pursuahi to Skefion 4125 ‘of the Piblic Resourtes Cods, The
owner-of this Property is subject o the maintenance requirements of Section 4281 of the Public Resources;Code, Additionally, it is not ihe state's responsibility 16
prowde fire protection services to any bulding or structure located within the wildlands unless the Department of Forestry and Fire Profection has entered infoa
caoperative agreement with & local agency for those purposes pursuant to Section 4142 of the Public Resources Code.

Yes ‘No X,

AN EARTHQUAKE FAULT ZONE pursuant o-Section 2622 ofthe Publlc Resmurces Code.
Yes_ No X

A SEISMIC HAZARD ZONE pursuant o Section 2698 of the Public Resources Code:

Yes (Landslide Zone)___ Yes (Liquefaction Zone) ¥

No___ Mapnot yet-reteased by state__ i

THESE HAZARDS MAY LIMIT YOUR ABILITY TO DEVELOP THE REAL PROPERTY, TO OBTAIN INSURANGCE, OR TO REGEIVE ASSISTANCE AFTER A
DISASTER. THE MAPS JOK WHICH THESE DISCLOSURES ARE BASED ESTIMATE WHERE' NATURAL HAZARDS' EXIST, THEY ARE NOT DEFINITIVE

INDICATORS OF WHETHER OR NOT-A PROPERTY WILL BE AFFECTED BY A NATURAL DISASTER. TRANSFEREE( (S). AND TRANSFEROR(S) MAY WISH TO
OBTAIN PR SSBONAL ADXK GARDING THOSE HAZARDS AND OTHER HAZARDS THAT MAY AFFECT THE PROPERTY,

A V-l
Sygrx'éture o Transfercir (s) Date ! Signature of Transieror(s) Bate.
Signature of Agent " Date - Sighature bf Agent ‘Date

D Transferor{s).and their agent(s represen{ that fhe information herein is frue and corfect 1o the, best of their knowledge as of the date s»gned by-the transteror(s)
and agent(s).

Transferor( ) and their agent(s) admow}edge that they have- exercised good faith in the selection of 8 ’:hnrd-party repon provider as:required in Civi Code Section
1103.7, and that the representations made in this Natural Hazard Discibsure: Staiement are based upon information provided by the independent third-party
disclosure provider as a substituted disciosure pursuaht to Civit Code Sggtion 1103.4. Neither fransferor($) nor their agent(s) (1) has independently verified the

information -contdined in this statemient and Report or (2) 1§ personaliy aware of any errars: or inacturacies in the information contained bn the stalement This
‘staiement was prepared by the provider below:

Thifd-Party Disclosure Proviser(s) FIRST AMERIGAN PROFESSIGNAL REAL ESTATE SERVICES. (NG, ‘DPERATING THROUGH ITSFANHD DIVISION,
Date 02 June 201¢ _

Transferee: represents that he or she has read and understands this document. Pursuant to Civil €ode $ection 1103.8, the representations i this Natural Hazard
Dzsc}osure Statement do not conséifute all ‘of the transferor's or agent's disclosure obkgatlons in this transaction.

Signature of Transferee(s) Date -Signature of Transferes(st "Date

TRANSFEREE(S) REPRESENTS ABOVE HE/SHE HAS RECEIVED, READ AND UNDERSTANDS THE COMPLETE FANHDDISCLOSUREREPORT DELIVERED WITH THIS SUMBLARY:

A, Comrnercsa Natural Hazard stcscsure Report, Commercial Tax Repcrt Commercual Enwronmental Screamng Repart
2 isdlos ;

Bay Cmnservahon and

C. Additianal Coumy and City Regulatory Determma’nons as‘éppilcable Alrports; Avalanche, Blaw Sand, Coast| Zote, Damileves Fajl ndatian, Debris Flow,
Erasion, Flood, Fault Zane, Fire, Groundwater, Landslide, Liquefaction, Methane Gas, Mines, Naturally Dccurring Asbestas Redevelopment Area R\ght te Farm,
Runoff Area, Seiche, Seismic Shakmg Seismic Ground Fau\ure Slope Stablhty‘ Soll Stablhty Subsidence, TRPA, Tsunami.

D, {eneral sdvisdries: Methamphetamine Contarnination, Moid, Radon; Endangered Species Act, Abandoned ines, Oif & Gas Wiy Tsnnarm WMaps (csasia! on?y)
Non-residential Building Energy Use,

E. Government Guldes in Combined Bookle! with Repori, Refer 1o Bookiet: Commercial Propery Owner's Guide: ta Earthquake Safety, Government Guidss are also
svailable on the Company's "Electronic Bookshelf' at htipivwwwi disctosures. cont/,

T
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NHD Commercial Property Discl ™ .re Reports
Disclosure Report Signature Page

First American

Nasargl Hazyrd Disclosures™ F or 0 RA N G E C ou nty
Property Address: VACANT LAND ‘ APN: 090-173-09

GARDEN GROVE, ORANGE COUNTY, CA 92840 Report Date: 08/02/2076
("Property") _ Report Number: 1925683

Natural Hazard Disclosure ("NHD™) Statement
ahd Acknowledgment of Receipt

DISCLAIMER: This NHD Summary {2} is ‘oot valid unless delivered with the complete FARHD Disciosure Repoit which tansferee must read and
acknowledge before close of escrow, ang: (b) is subject to the Terms and Conditions. coritained in that complete Distlosure Report..

The transteror and his or her agenf(s) or.a tmrd-party eonsultant disclose the foliowing: information with the knowledge that even though this isnot a warranty,
prospective transferees may rely on this information in deciding whether and of What terms to pun::hase the Property. Transferor hereby authorizes : any ageni(s)
representing any principal(s) in this action to-provide a copy of this statement tolany persen.or effity in cahnection with any actual of anficipated sale of the Property.

The foliowing. are representattons made- by the-transferor and his or her agent(s) ora Thlrd-party ‘consultant based ony their. knowledge and maps drawn by the State,
This infformation is a disclosure and is not ipfended to be part of any contract between the” transferee and the transferor. THIS REAL PROPERTY LIES WITHIN THE

FOLLOWING HAZARDOUS AREA(S):
ASPECIAL FLODD HAZARD ARER {Any type Zome "A" or "\/*) designated by'the Federal Emergency Management Agency
Yes__ No X X ‘o net khow and information not available from local jurisdiction

AN AREA (_)F POTENT!A'L .F_LOODENG‘-Sthn ona dam fauurei.lnuﬁdahdn map. prrsuarit to,Sechon 8589.5 of the Gaovernment Code.
Yes X Na___ Dd not know-and information not available from local jurisdiction__

A VERY HIGH FIRE HAZARD SEVERITY ZONE pursuant 1o Seclion 54178 o .54178 of the- Governiment Codé. The awner of this Property is stibject 1o the
malntenance requirements of Section 51182 ‘of the Govemmem Code.

Yes No_ X

A WILBLAND AREA THAT MAY CONTAIN SUBSTANTIAL FOREST FIRE RISK AND HAZARDS pursuant 1o Section 4125 of the Public Resolrées Codé: The
owner of this Property is subject to the: maintenarice requirements of Section-4281 of the ‘Public Resotirces Code. Addmonany it is rof te state's responsibility o
prowde fire protection services io any buflding or structure focated within the wildiands unless the Depariment of Forestry and Fire Proteciion has entered info a
coaperahve agreement with 3 local agency forthose purposes pursuant 1o Section 4142 of fie Public Resources Code.

Yes, No X

AN EARTHQUAKE FAULT ZOKE pursuant to Sechon 2827 of the. Public Resources. Code.
Yes No X

7 SEISMIC HAZARD ZONE pursuant to Section 2696 of the Publi_c Resources Code.

Yes (Landslide Zone)___ Yes {Liguefaction Zorie) X_

No__ Map not yet reledsed by state

THESE HAZARDS WAY LIMIT YOUR ABILITY TO DEVELOP ‘THE REAL PROPERTY TO OBTAIN INSURANCE OR TO RECEINE ASSISTANCE AFTER A

DISASTER. THE MAPS ON' WHICH THESE DISCLOSURES ARE BASED ESTIMATE WHERE NATURAL HAZARDS EXIST THEY ARE NOT DEFINITIVE

INDICATORS OF WHETHER OR NOT.A PROPERTY WiLL BE AFFECTED BY A NATURAL DISASTER. TRANSFEREE(S) AND TRAJ\SFEROR(S) MAY WISH TC
OBIAIN PROFESSIONAL Al GARDING THOSE HAZARDS AND OTHER HAZARDS THAT MAY AFFECT THE PROPERTY,

DWW L, 2-7-16 ‘
Sig AT of Tran sfercn‘(s) Date “Signature of Transfercis) Date
Signaturg of Agent. " Date -Signature of Agent Date.

D Transfaror(s) and their agent(s) represent that the information hergin is true and corfect o the best of their knowledge as of the date signed By the-transferor(s)
and agent(s). (e ; TOT(S)
@ Transieror(s) and their ageni(s) acknowledge that they have exercised good: faith in the selection of a third-party reporl proxnder as required in Civil Gode Section
“103,7, and that the representations made in this Natural Hazard Disclosure Statement are based upon irformation provided by the independent third-party
cﬁsdosure provider as a substitited disclosure  pursuant to Civit Code Section. 1103.4. Nelther transferor(s) nor their agent(s) (1) has independently verified the

information coritained in this statemént and Repoit or (2) is' personally -aware of any-errofs or inaccuracies in the informafion contained on the staterent. This
statement was prepared by the provider below.

Third-Party Disclosure Provider(s) FIRST AMERICAN PROFESSIONAL REAL ESTATE SERVICES. INC. OPERATING THROUGH: TS FANHD DIVISION.
Date. G2 Jung 2016 ' '

Transferse represents that ‘he or she has read and understands {his document Pursuant.fo Civit Code ‘Seclfor. 1103.8; the represenigtions ihthis Natural Hazard
Disclostire-Staternént do not constitute all of thé transferor's br agents disciosure obligations in this transaction.

Signature of Transferee(s) Date ) --"S"ig nature af [ransferee(s) Date

TRANSFEREE(S) REPRESENTS ASQVE HE/SHE HAS RECEIVED, READ AND UNDERSTANDS THE.COMPLETE FANHD.DISCLOSURE REPORT DELIVERED WITH THIS SUMRIARY:

A Commencial.Matural Hazard Disciosure Repor, Cummercxal Tax Report, Commerdal Environmental Screening Report,

B Addltvonal Propérty-spl tatutory Discl el Mlhtary Ordnance Site, ‘Airport Infiuence Area, Airpart Noise, San Francisco Bay Conservai:on and
- Dgveloptient Districl i {17 SIF. B
. Anditional County and City Regulatory Determinations as apphcable Alrports, ‘Avalanchie, Blow Sand, Coastal Zone, Dam/Levee Faiiure inundation, Debiis Flow,
Erosion, Flood, Fault Zone, Firg, Groundwater, Landslide, Liquetaction, Methane Gas, WMines; Naturaliy Ocrurfing Asbestos, Redeveiopment Arsa, Right to Fam,
Runoff Area; Seiche, Seismic Shaking, Seismic Ground Failure, Slope Stability, Sofl Stability, Subsidence, TRPA, Tsunami,
D. General advisaries: Methamphetamine Contamination, Mald, Raden, Endangered Species Acl, Abandoned Mines, Oif & Gas Viells, Tsunami WMéps- (cc:asta{ only).
hon-residential Building Energy Use.

E. Government Guides in Comibined Booldat with Repnr}. Refer to: Bodkiet: Commerdial Properly Owners Guide 1o Earthquake Safety. Governmient Guides dre alsg:
available on the Company's “Elecironic Bookshelf” at hitp:/iwwww disclosuras.com/,

872615 - Firsl American Real Estate Tiscisures. 1L - 200 Commarcs, Sufie™ 08, dvire, T4 §2602 Phone: (800 527-0077 Faw {BUOYE54-8825 ‘Pége 4 g{‘ B



“NHD Commereial Propeﬁy.[}isclé‘ .re Reports
Disclosure Report Signatuie Page

Firsi Amctican

Waiural Hezard Disclosures™ F 0 r O RA N G E CO u nty

Property Address: VACANT LAND
GARDEN GROVE, ORANGE COUNTY, CA 92840

{"Property") Report Number: 1825689

APN: 090-174-05
Report Date: 08/02/2018

| et . £ Tl :
Natural Hazard Disclosure {"NHD") Statement
and Acknowledgment of Receipt

DISCLAIMER: This NHD Summary {a) Is not valid unless defivered with the conmlete FANHD Disclosire Report which transféree must read and
ackpowledge before close of escrow, and. (b) is subject 1o the Terms arrd Condifions contaimed in that complete Disclosure Report..
The wansfersr and: his of her agént(s] or a thifd-party consultant distldse the foliowing information”with fhe kriowledge that even though tHis is not a waranty,
-prospettive transferees may rely on this. informiation in deciding whithef @nd on whal terms to purchase the: Property, Transfefor hereby” authorizes any . agent(s)
repregenting any principal(s) in this action to provide & copy-of this' statement to any person or entity-in connection with any actual or anficipsted sale of the Property.
The following are- representations made by the:transferor and his or her agenit(s) or & third-party consultant based on theirknowledge and maps drawn by the State, '
This information is a disclosure and is not intended to be part of any contratt between the trarsferee and the transfécor, THIS REAL PROPERTY LIES WITHIN THE
FOLLOWING HAZARDOUS AREA(S): i
A SPECIAL FLOOD HAZARE AREA {Any fype Zonhe "A" 6r "V} defignated by the Fedgral Emergency Maxﬁé@;eme;h_’t Agengy
Yes___ No X _ Do not know and information not availaliie from local jurisdiction __
AN AREA OF POTENTIAL FLODRING shown oz dam fallure inundafion map pursuant to Section-8588.5 of the Government Code.
Yes X No____ Do not know and information fiot available from losal jurisdiction
A'VERY HIGH FIRE HAZARD SEVERITY ZONE pursudnt to Secfion §1178 or 51179 o
maintenance requirements-of Secfion 51182 of the Government Code.
Yes No_ X

¥ the. Governmient Code, The owner of fhis Propatty is subject fo the

A WILDLAND AREA THAT MAY GONTAIN SUBSTARTIAL FOREST FIRE RISK AND HAZARDS pursuant fo Setfion 4125 of the Public' Rescurces Gode. The
owner of this Properly is subject o the mainienance requirements of Section 4299 of the ‘Public Resources.Code. Additionally, #t i& not the state's respansibility 1o
provide fire protection services 1o any billding or ‘stricture located within the wildlands unléss the. Depariment of Forestry and Fire Piotection has entered into a
conperative agreement with a local agency Yor those purposes pursuant o Section 4142 of the Public Resources Codes

Yes No_X

AN EARTHQUAKE. FAULT ZONE puruant to Séction 2622 of the Public Resources Code.
Yes;, Ne X

A SEISMIC BAZARD ZONE puisuantio Séction 2696 of the Public Resources Code.

Yes (Landsiide Zonej__ Yes (Liquefaction Zone) X _

No__ Mapmol yel releassd by, statg_.

THESE HAZARDS MAY LIMIT YOUR ABILITY TO DEVELOP THE REAL PROPERTY, TO -OBTAIN INSURANCE, OR TO REGEIVE ASSISTANGE AFTER A
DISASTER. THE MAPS ON WRICH, THESE DISCLOSURES -ARE BASED ESTIMATE WHERE NATURAL ‘HAZARDS EXIST. THEY ARE NOT DEFINITIVE
INDICATORS OF WHETHER OR NG A PROPERTY WILL BE AFFECTED BY ANATURAL DISASTER, TRANSFEREE(S) AND TRANSFEROR(S) MAY WISH TO
oBTT}@@F “SSIONAL ALWICEREGARDING THOSE HAZARDS AND OTHER HAZARDS THAT MAY AFFECT THE PROPERTY. o

i :

&

. 7 -1,
Sigfiature of Transferar(s) Date Signature gf Transferar(s) Bate
Sighatore T Agent Date Sionatire of Ager 5

D Transteror(s) and their agent(s) reprasent that the irformation herein is-true.and edmeét o the best df their knowiedge as-of the date signet by the tansierar(s)
and ‘agent{s). '

@ Transferor(s) and their agent(s] acknowledge that they have exercised gpod faith ih the selection of a third-party réport provider as retjuired in Civil Code Section
1103,7; and that the representations made in this Natural Hazard Disclosure Siatement are based upon information provided by the independent Ihird-party
disclesure provider as.a substituted disclosure pursuant'to Civil Code ‘Section- 1103.4. Neither transferon(s) nor their ageni(s) (1) has independently verfied the

information contained in this stafement and Report or (2) is persenally aware of any errors or inaccuracies in the information contained on the statement, This
statement was prepared by the provider below:

Third-Party Disclosure Provider(s) FIRST AMERICAN PROFESSIONAL REAL ESTATE SERVICES. INC, GPERATING THROUGH ITS FANHD-BRISION.
Date 02 June 2018 B :

Transfersé represerits that he or she hab redd and understands {his document. Pursdant o Civil Code Seclion 1103.8, the representations i this Natuial Hazard
Disclusure Statérmigntdo not.constitute all of the transferor's or agent's disclosure obligations in this franisaction. o '

Eignature-or TrensTerasis) Tate T SR of TransEresls) fis

TRANSFEREE(S) REPRESENTS ABOVE HEISHE HAS REGEIVED READ AND UNDERSTANDS THE COMPLETE FANHD DISCLOSURE REPORT DELIVEREDNITH THIS SURMMARY:

A. Commercial Natural Hazard Disclosure Repori, Commercial Tax Report, Cominersial Environmental Scres
B. Additional Property-specific Statutary Disclosures; Former Military Ordnance Siig, Airport influgnce 4
" Development DISTC! JUNSAiCtion (NS, Bay COUMIES D), = = -l o o
C. Additional County ant City Regulatory Determinations as applicable: “Alrports, Avalanche, Blow Sand, ‘Coastal Zone, Damilevee Failure Inundation, Debris Flow,
Erosion, Flood, Fault Zone, Fire; Groundwater, Landslide, Liquefaction, Methane Gas, Mines; Naturally Occurring Asbestes, Redevalopment Area, Right to Farm,
Runoff Aréa, Seiche, Seismic.Shaking, Seismic Ground Failure, Slope Stability, Soif Stability, Subsidence; TRPA, Tsunami,
D. General advisories: Methamphetamine Contamination, Mold, Radon, Endangered Species Act, Abahidoned Mines; Oil & Gas, Wells, Tsunami Maps’ (coastal ohily),
Non-residential Building Energy. Use, , C '
E. Government Guides in Combined Bookiet with Report: Rafer to Bookiet: Commel
" avaliable on the Company's "Electronic Bookshelf" at 1t

) Report.
? rpqﬁ}No'se:wS}a‘n Francisce ‘Bay Conservation and

rcial Property Owner's Guide fo Earthquake Safety, Sovemment Suitles are alsor
I disclosures com, ‘

IR - First American Real Esiate Disclesures, LLC - 208 Commerse, Sulte 107, indine, TA §2602 Phone: (BB01527-0007 Fax: (B30} €54-9525
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First American Title Company
National Commercial Services
18500 Von Karman Ave, Suite 600, Irving, CA 92612
(949)885-2473 - Fax (714)481-2215

AMENDMENT TO ESCROW INSTRUCTIONS
To:  First American Title Company National 05/26/2016
Commercial Services
File No: ‘794936-A (nt)

Re: Vacant Land, Garden Grove, CA
The a'bové referenced escrow is hereby modified in the following particulars only:

Nomlthstandmg anything to the contrary contained within the Disposition and Development Agreement
(the “Agreement”), by and between the City of Garden Grove, a California municipal corporation (the

Seller “City™), and LAB Holding, LLC, a California limited liability company (the Buyer “Developer”),
the following is hereby amended:

Buyer shall deposit in Escrow Holder’s account the sum of $100,000.00 (by electrenic transfer)
representing Buyer’s initial deposit under the Agreement. The deposit is fully refundable at Buyer’s
sole and absolute discretion under said escrow becomes non-contingent. Upon Buyer’s written

Contingency approval to Seller and Escrow Holder the deposit shall become non-refundable to Buyer
and applicable to the Purchase Price.

ALL OTHER TERMS AND CONDITIONS OF THIS ESCROW WILL REMAIN THE SAME.

Lab Holding, LLC, a California fimited liability

company
By: S f%
Name
/7[,4//{-‘:2/ SHESH |
Txtle

Page 1of 2



First American Title Company Nafional Commercsal Ser‘vlces
18500 Von Karman Ave, Suite 600

Irvine, CA 62612

Csty of: Garde‘n Grove, g California muriicipal
corporation

Name:
SC a";-'";l C. S-‘?Z (e
Title:: Ets. City-Manager

! P 2 . ”3 ;
By: K il te vy £57 (LA
Name e
kathleern Bailoy
Title: Attest / City Clerk.

// ‘\.\ - / /
Nefhe: 7 7777 7

Title: Approval: City Attomey

Page Zof 2

File No,: 794936-A (nty
Date: 05/26/2016 =~



EXHIBIT “C”

FORM OF DEED OF TRUST

RECORDING REQUESTED BY
AND WHEN RECORDED MAIL TO:

City of Garden Grove
Attn.: City Clerk

11222 Acacia Parkway
Garden Grove, CA 92840

No fee document pursuant to
Government Code Section 27383

APN:

DEED OF TRUST AND SECURITY AGREEMENT

THIS DEED OF TRUST AND SECURITY AGREEMENT ("Deed of Trust") made this

day of November, 2016, by trustor Lab Holding, LLC, a California limited liability company

("LAB"), and trustee ("Trustee"), for the benefit of the City of Garden
Grove, a California municipal corporation, as beneficiary ("CITY").

FOR GOOD AND VALUABLE CONSIDERATION, including the indebtedness herein
recited, the receipt of which is hereby acknowledged, LAB, hereby irrevocably grants, transfers,
conveys and assigns to CITY, IN TRUST, WITH POWER OF SALE, for the benefit and security of
CITY, under and subject to the terms and conditions hereinafter set forth, LAB's fee interest in the
property located in Orange County, California, described in the attached Exhibit "A" and more
commonly known as Cottage Industry (the "Property").

TOGETHER WITH all easements, rights-of-way and rights used in connection therewith or
as a means of access thereto;

TOGETHER WITH any and all buildings, improvements and landscaping of every kind and
description now or hereafter erected thereon, and all property of LAB now or hereafter affixed to or
placed upon the Property (sometimes collectively referred to as the "Improvements");

TOGETHER WITH all right, title and interest of LAB, now owned or hereafter acquired, in
and to any land lying within the right-of-way of any street, open or proposed, adjoining the Property,
and any and all sidewalks, alleys and strips and areas of land adjacent to or used in connection with
the Property;

TOGETHER WITH all estate, interest, right, title, other claim or demand, of every nature, in

and to such property, including the Property, both in law and in equity, including, but not limited to,
all oil, gas and mineral rights (including royalty and leasehold rights relating thereto), all water and

11488954



water rights and shares of stock relating thereto, and any and all awards made for the taking by
eminent domain or by and proceeding or purchase in lieu thereof of the whole or any part of such

property; and

TOGETHER with all articles of personal property or fixtures now or hereafter attached to or
used in and about the building or buildings now erected or hereafter to be erected on the Property
which are necessary to the complete and comfortable use and occupy of such building or buildings
for the purposes for which they were or are to be erected, including all other goods and chattels and
personal property as are ever used or furnished in operating a building, or the activities conducted
therein, similar to the one herein described and referred to, and all renewals or replacements thereof
or articles in substitution therefore, whether or not the same are, or shall be attached to said building
or buildings in any manner.

All of the foregoing, together with the Property, is herein referred to as the "Security".

To have and to hold the Security together with acquittances to the Trustee, its successors and
assigns forever.

TO SECURE to CITY the obligations and any payments required by that certain Promissory
Note, between LAB and CITY, of even date herewith, along with any exhibits attached thereto
("Note");

TO SECURE to CITY the performance by LAB of all agreements and adherence to all
conditions set forth herein and in the Note;

TO SECURE all renewals, extensions, supplements and other modifications of any of the
foregoing, including without limitation modifications that are evidenced by new or additional
documents or that change the rate of interest on any obligation; and

TO SECURE the payment of all other sums, with interest thereon, advanced in accordance
herewith, to protect the security of this Deed of Trust; and the performance of the covenants and
agreements of LAB herein contained.

All of the foregoing obligations, as well as those identified hereafter, are referred to
collectively herein as the "LAB Covenants."

TOPROTECT THE SECURITY OF THIS DEED OF TRUST, LAB COVENANTS AND
AGREES AS FOLLOWS:

1. Purpose. Pursuant to the Disposition and Development Agreement of even date
herein, CITY has transferred the Property to LAB, which will reuse the existing buildings and
rehabilitate them for reuse purposes to attract commercial uses consistent with the mixed use zoning
established for the Property by the City of Garden Grove. As set forth in said Disposition and
Development Agreement, the Consideration for the Property was $3,386,437.50 ("Consideration"),
of which $677,257.50 has been paid by LAB to CITY. The remaining $2,709,030.00 of the
Consideration is to be paid by LAB in accordance with the Note. This Deed of Trust secures the
Note for that 2,709,030.00 remaining balance of the Consideration.
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2. Definitions. The terms set forth in this section shall have the following meanings in
this Deed of Trust. Any capitalized terms not defined in this Deed of Trust shall have the same
meanings as defined in the Disposition and Development Agreement and the Note, the terms of
which have been incorporate into this Deed of Trust.

a. "LAB" shall mean the trustor, Lab Holding, LLC.

b. "Deed of Trust" shall mean this Deed of Trust and Security Agreement.

c. "Loan" shall have the same meaning as set forth in the Promissory Note.

d. "Note" shall mean that certain Promissory Note secured by this Deed of
Trust, of even date herewith, executed by the LAB for the benefit of the
CITY.

e. "CITY" shall mean the City of Garden Grove, a California municipal
corporation.

f. "Disposition and Development Agreement" shall mean the Disposition and
Development Agreement, executed by LAB and the CITY, of even date
herewith.

g. "Property" shall mean that certain real property legally described on Exhibit

"A," attached to this Deed of Trust and incorporated herein, together with all
Improvements, and fixtures now or hereafter constructed, placed or located

on the Property.
h. "Term" shall mean the term of the Note, the obligations of which are secured
by this Deed of Trust.
3. LAB 's Estate. LAB represents and warrants that it is lawfully seized of the estate

hereby conveyed, that it has the right to grant and convey the Security, and that other than this Deed
of Trust, and the Note, the Security is not encumbered by any senior liens. LAB agrees to warrant
and defend generally the title to the Security against all claims and demands, subject to any
declarations, easements or restrictions listed in a schedule of exceptions to coverage of any title
insurance policy insuring CITY's interest in the Security.

4. Payment of Sums Owed. LAB shall promptly pay to CITY, when due, any amounts
due under the Note, including, but not limited to amounts due under the Loan as set forth in the
Note.

5. LAB Covenants. LAB will observe and perform all of the covenants and agreements
of the LAB Covenants, as more specifically contained herein.

6. Transfer of Property by LAB. Prior to expiration of the Term, LAB agrees that LAB
shall not sell or transfer the Security except as may be provided in the Note and the Disposition and
Development Agreement, without the prior written consent of CITY. The following events shall not
be considered a transfer of interest: (a) a change in ownership of LAB as a result of a merger,




consolidation, reorganization, or joint venture; (b) the sale, exchange, issuance, or other transfer of
LAB’s stock on a national exchange or between LAB’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 LAB; (c) the Transfer of this Agreement to LAB’s parent entity, if any, or any subsidiary,
affiliate, related entity, an entity that controls, is controlled by, or is under common control with
LAB; or (d) a collateral assignment of LAB’s interest in this Agreement to a lender as security for
any indebtedness of LAB to the lender. LLAB shall not be required to obtain City’s consent and City
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 City.

7. Liens. LAB shall not cause, incur, suffer or permit to exist or become effective any
lien, encumbrance or charge upon all or any part of the Property, or any interest therein other than (i)
easements, rights of way, covenants, conditions, restrictions, liens and other title limitations as
provided in the Disposition and Development Agreement, or as approved in writing by CITY, and
(i1) immaterial easements and rights of way which are required by governmental authorities as a
condition to the use of the Security (collectively, the "Permitted Encumbrances"). LAB shall pay
and promptly discharge, at LAB's cost and expense, all liens, encumbrances and charges upon the
Security, or any part thereof or interest therein other than the Permitted Encumbrances. If LAB shall
fail to remove and discharge any such lien, encumbrance, or charge, then, in addition to any other
right or remedy of CITY, CITY may, but shall not be obligated to, discharge the same, without
inquiring into the validity of such lien, encumbrance or charge nor inquiring into the existence of any
defense or offset thereto, either by paying the amount claimed to be due, or by procuring the
discharge of such lien, encumbrance or charge by depositing in court a bond or the amount claimed,
or otherwise giving security for such claim, in such manner as is or may be prescribed by law. LAB
shall, immediately upon demand by CITY, pay to CITY an amount equal to all costs and expenses
incurred by CITY in connection with the exercise by CITY of the foregoing right to discharge any
such lien, encumbrance or charge, together with interest thereon from the date of such expenditure
and, until paid, such sums shall be secured hereby.

8. Preservation and Maintenance of Security. L. AB agrees that at all times prior to full
payment of the sums owed under the Note, secured by this Deed of Trust, that the LAB will,
maintain, preserve and keep the Security or cause the Security to be maintained and preserved in
good condition and repair and in a prudent and businesslike manner.

9. Protection of CITY's Security.

a. If LAB fails to perform the LAB Covenants or any obligations contained in
this Deed of Trust, or the Note, if an Event of Default, as defined hereafter,
occurs, or if any action or proceeding is commenced which materially affects
CITY's interest in the Security, then CITY, at its option and upon notice to
LAB, may make such appearances, disburse such sums and take such action
as it determines necessary to protect CITY's interest, including but not
limited to, disbursement of reasonable attorney's fees and necessary repairs to
the Security.
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b. Any amounts disbursed by CITY pursuant to this Section will become an
indebtedness of LAB secured by this Deed of Trust. Unless LAB and CITY
agree to other terms of payment, such amount will be payable upon notice
from CITY to LAB requesting payment thereof, and will bear interest of ten
percent (10%) from the date of disbursement unless payment of interest at
such rate would be contrary to applicable law, in which event such amounts
will bear interest at the highest rate permissible under applicable law.
Nothing contained in this Section will require CITY to insure any expense or
take any action hereunder.

c. In the event that the LAB fails to observe or perform any obligations or LAB
Covenants under this Deed of Trust, or the Note, then the CITY may hold
LAB in default, treat the occurrence as an Event of Default pursuant to this
Deed of Trust, and take any actions available under this Deed of Trust, or the
Note, including, but not limited to, acceleration of any payments due or sale
of the Security, as provided for hereafter.

10.  Events of Default. Each of the following shall constitute an event of default ("Event
of Default"): (a) the occurrence of any default under the provisions of this Deed of Trust, or the
Note; or (b) the failure to make any payment or perform any of LAB's other obligations now or
hereafter secured by this Deed of Trust (subject to any applicable cure period).

11. Acceleration. Remedies and Notice. If LAB is in default of any obligations under this
Deed of Trust (including the LAB Covenants), or the Note, or at the occurrence of any Event of
Default, then at the option of CITY, the amount of any payment related to any such default, the Loan
amount under the Note, as applicable, and any other indebtedness and other obligations secured
hereby shall immediately become due and payable without presentment, protest notice or demand,
all of which are hereby expressly waived, upon written notice by CITY to LAB and no omission on
the part of CITY to exercise such option when entitled to do so shall be construed as a waiver of
such right.

Upon LAB's breach of any covenant or agreement in this Deed of Trust (including, but not
limited to, the covenant to pay, when due, any sums secured by this Deed of Trust), or the Note, or
upon the occurrence of an Event of Default, CITY, prior to acceleration of the sums due under the
Note, shall provide notice by certified mail, return receipt requested, to LAB specifying:

a. the breach or Event of Default;

b. if the breach or Event of Default is curable, and the action required to cure
such breach;

c. a date, not less than thirty (30) days from the date the notice is effective, by
which such breach, if curable, is to be cured; and

d. if the breach is curable, that failure to cure such breach on or before the date
specified in the notice may result in acceleration of the sums due under the
Note, as secured by this Deed of Trust, as well as sale of the Security
(collectively the "Notice of Default™)
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If the breach or Event of Default is not curable or is not cured on or before the date specified
in the Notice of Default, CITY, at its option, may:

i. declare all of the sums secured by this Deed of Trust to be immediately due
and payable without further demand and may invoke the power of sale and
any other remedies permitted by California law;

ii. commence an action to foreclose this Deed of Trust as a mortgage, or
specifically enforce any of the covenants hereof;

1il. deliver to Trustee a written declaration of default and demand for sale,
pursuant to the provisions for notice of sale as the law may require; or

iv. exercise all other rights and remedies provided herein, in the instruments by
which LAB acquires title to any Security, or in any other document or
agreement now or hereafter evidencing, creating or securing all or any
portion of the obligations secured hereby; or provided by law.

The Notice of Default shall also inform LAB of LAB's right to reinstate after acceleration
and the right to bring a court action to assert the nonexistence of default or any other defense of LAB
to acceleration and sale.

CITY shall be entitled to collect all reasonable costs and expenses incurred in pursuing the
remedies provided in this Section.

12.  Foreclosure by Power of Sale. Should CITY elect to foreclose by exercise of the
power of sale herein contained, CITY shall notify Trustee and shall deposit with Trustee this Deed of
Trust, and the Note, which is secured hereby (and the deposit of which shall be deemed to constitute
evidence that unpaid amounts due pursuant to the Note are immediately due and payable), and such
receipts and evidence of any expenditures made that are additionally secured hereby as Trustee may
require.

a. Upon receipt of such notice of election to foreclose from CITY, Trustee shall cause
to be recorded, published and delivered to LAB the Notice of Default, as outlined
above, and CITY'S notice of election to sell as then required by law and by this Deed
of Trust. Trustee shall, without demand on LAB, after lapse of such time as may then
be required by law and after recordation of a Notice of Default and after Notice of
Sale having been given as required by law, sell the Security, at the time and place of
sale fixed by it in said Notice of Sale, whether as a whole or in separate lots or
parcels or items as Trustee shall deem expedient and in such order as it may
determine unless specified otherwise to the LAB according to law, at public auction
to the highest bidder, for cash in lawful money of the United States payable at the
time of sale. Trustee shall deliver to such purchaser or purchasers thereof its good
and sufficient deed or deeds conveying the property so sold, but without any
covenant or warranty, express or implied. The recitals in such deed or any matters of
facts shall be conclusive proof of the truthfulness thereof. Any person, including,
without limitation Trustee or CITY, may purchase at such sale, and LAB hereby
covenants to warrant and defend the title of such purchaser or purchasers.

6
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b. After deducting all reasonable costs, fees and expenses of Trustee, including costs of
evidence of title in connection with such sale, Trustee shall apply the proceeds of
sale to payment of: (i) the unpaid amounts due pursuant to the Note; (ii) all other
sums then secured hereby, as applicable; and (iii) the remainder, if any, to LAB.

c. Trustee may postpone sale of all or any portion of the Security by public
announcement at such time and place of sale, and from time to time thereafter, and
without further notice make such sale at the time fixed by the last postponement, or
may, in its discretion, give a new notice of sale.

13. LAB's Right to Reinstate. Notwithstanding CITY's acceleration of the sums secured
by this Deed of Trust, or other actions taken in response to any Event of Default of LAB, LAB shall
have the right to have any proceedings commenced by CITY, to enforce this Deed of Trust,
discontinued at any time prior to five (5) days before sale of the Security pursuant to the power of
sale contained in this Deed of Trust or at any time prior to entry of a judgment enforcing this Deed
of Trust if:

a. LAB pays CITY all sums which would be then due under this Deed of Trust, or the
Note, as applicable;

b. LAB cures all breaches of any other covenants or agreements of LAB contained in
this Deed of Trust, or the Note, as applicable

C. LAB pays all reasonable expenses incurred by CITY and Trustee in enforcing the
covenants and agreements of LAB contained in this Deed of Trust, and in enforcing
CITY's and Trustee's remedies, including, but not limited to, reasonable attorney's
fees, as applicable; and

d. LAB takes such action as CITY may reasonably require to assure that the lien of this
Deed of Trust, CITY's interest in the Security and LAB's obligation to pay the sums
secured by this Deed of Trust shall continue unimpaired.

Upon such payment and cure by LAB, this Deed of Trust and the obligations secured hereby
shall remain in full force and effect as if no acceleration had occurred.

14. Forbearance by CITY Not a Waiver. Any forbearance by CITY in exercising any
right or remedy shall not be a waiver of the exercise of any such right or remedy, nor shall
acceptance by CITY of any payment provided for in the Note constitute a waiver of the CITY's right
to require prompt payment of any remaining amounts owed. The procurement of insurance or the
payment of taxes or other liens or charges by CITY shall not be a waiver of CITY's right to
accelerate the maturity of the indebtedness secured by this Deed of Trust.

15. Remedies Cumulative. All remedies provided in this Deed of Trust are distinct and
cumulative to any other right or remedy under this Deed of Trust or any other document, including
the Note, or afforded by law or equity, and may be exercised concurrently, independently or
successively at the discretion of CITY.
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16.  Reconvevance. Upon payment of all sums secured by this Deed of Trust, as set forth
in the Note, CITY shall request Trustee to reconvey the Security and shall surrender this Deed of
Trust and the Note to Trustee. Trustee shall reconvey the Security without warranty and without
charge to the person or persons legally entitled thereto. Such person or persons shall pay all costs of
recordation, if any.

17. Substitute Trustee. CITY, at its option, may from time to time remove Trustee and
appoint a successor trustee to any Trustee appointed hereunder. The successor trustee shall succeed
to all the title, power and duties conferred upon Trustee herein and by applicable law.

18.  Notice. All notices, demands and requests which may be given, or which are required
to be given by any party to this Deed of Trust, and any exercise of a right of termination provided by
this Deed of Trust, shall be in writing and shall be deemed effective either: (1) on the third (3")
business day after being sent, by certified or registered mail, return receipt requested, addressed to
the intended recipient at the address specified below; (2) on the first (1%) business day after being
deposited into the custody of a nationally recognized overnight delivery service (i.e., FedEx
Corporation, UPS, or DHL) addressed to such party at the address specified below; or (3) on the
business day sent via 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. For
purposes of this section, the addresses of the parties for all notices are as follows:

Ifto LAB:  Lab Holding LLC
Attn.
709 Randolph Ave.
Costa Mesa, CA 92626

Ifto CITY: City of Garden Grove,
Attn.: City Manager
11222 Acacia Parkway
Garden Grove, CA 92840

19.  Governing Law. This Deed of Trust shall be governed by the laws of the State of
California.

20. Severability. Every provision of this Deed of Trust is intended to be severable. In the
event any term or provision hereof is declared to be illegal or invalid for any reason whatsoever by a
court or other body of competent jurisdiction, such illegality or invalidity shall not affect the balance
of the terms and provisions hereof, which terms and provisions shall remain binding and
enforceable. If the lien of this Deed of Trust is invalid or unenforceable as to any part of the debt, or
if the lien is invalid or unenforceable as to any part of the Security, the unsecured or partially secured
portion of the debt, and all payments made on the debt, whether voluntary or under foreclosure or
other enforcement action or procedure, shall be considered to have been first paid or applied to the
full payment of that portion of the debt which is not secured or partially secured by the lien of this
Deed of Trust.

21.  Captions. The captions and headings in this Deed of Trust are for convenience only
and are not to be used to interpret or define the provisions hereof.
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22.  Exhibits. Any exhibits referred to in this Deed of Trust are incorporated in this Deed
of Trust by such reference.

23. Subordination. This Deed of Trust shall be automatically subordinate to a deed of
trust, to be executed by LAB or LAB’s successor in interest and recorded in Orange County,
California, to secure a loan (hereafter referred to as a “construction loan™) obtained for the purpose
of the construction of the rehabilitation work on the Property, provided that the conditions listed
below are satisfied. For purposes of this Deed of Trust, “construction loan” shall include any
advance of funds to LAB by the lender for the purpose of the construction of the rehabilitation work
on the Property and secured by a lien on the Property, whether in the form of a mortgage, deed of
trust, or other security instrument in favor of the lender. The following are the conditions to this
subordination:

a. At the time of recordation of the deed of trust securing the construction loan, no
unrescinded Notice of Default of this Deed of Trust appears of record.

b. Any funds derived from the construction loan secured by the Property shall be used
only for the construction of improvements on the Property and, to the extent
permitted in this Deed of Trust, for the payment of loan fees, interest, or charges
directly connected with the construction of improvements on the Property.
“Construction of improvements” as used in this Deed of Trust shall mean the
rehabilitation work associated with the Cottage Industries project, including the
actual costs of labor and materials to rehabilitate the structures on the Property with
the usual appurtenances, including parking facilities, driveway, and fencing;
aggregate costs of general improvements, including engineering fees, architectural
fees, drafting fees, and permit and inspection fees.

C. The total amount of the construction loan shall not exceed thirty (30) percent of the
anticipated value of the Property after completion of the construction of
improvements financed by the construction loan, as determined by the lender. For
example, if the value of the Property is estimated at $4 million after completion of
the rehabilitation work, the construction loan shall not exceed $1.2 million.

d. No portion of the construction loan shall be used to pay loan fees, interest, or other
charges not directly connected with the construction of improvements on the
Property.

€. The proceeds of the construction loan shall be disbursed by the Lender either through

its own offices or through a bonded disbursement control agency only after
inspection of the work completed on the Property and presentation of vouchers
signed by LAB or its successors in interest for the cost of work, labor, or materials
actually performed or used in the construction of improvements on the Property.

f. The remaining terms and provisions of the construction loan shall be as required by
the Lender.

CITY shall, within fifteen (15) days after receipt of a written request therefor from LAB,
execute a separate agreement of subordination, in recordable form, in favor of the construction loan
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to which this Deed of Trust is hereby subordinated, and deliver the subordination agreement to the
lender or the lender's title company designated by LAB. The terms of any such subordination
agreement shall prevail over the subordination provisions provided for in this Deed of Trust. CITY's
City Manager shall have authority to approve and execute such subordination agreement.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, LAB has executed this Deed of Trust as of the date first written
above.

LAB HOLDING, LLC
a California limited liability company

B i . Y
(@»\

Uﬁ -
as agent and manager

By: 3&&@ C 3&%%‘;—
Date: Mbv% o5 22U~

By:

Date:

11
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EXHIBIT “A” TO DEED OF TRUST

GENERAL DESCRIPTION OF THE PROPERTY

Address APN
1 12911 7TH ST 090-172-18
2 111352 ACACIA PKWY 090-172-29
3 12902 7TH ST 090-173-04
4 112912 7TH ST 090-173-05
5 12932 7TH ST 090-173-07
6 111361 GARDEN GROVE BLVD 090-173-09
7 111391 GARDEN GROVE BLVD 090-173-11
8§ 12911 8TH ST 090-173-16
9 111412 ACACIA PKWY 090-173-22
10 12932 8TH ST 090-174-05
11 (12931 9TH ST 090-174-11
12 112941 9TH ST 090-174-10

A trust deed will be recorded for each parcel described above.




EXHIBIT “D”

FORM OF GRANT DEED

RECORDING REQUESTED BY
AND WHEN RECORDED RETURN TO:

Lab Holding, LL.C
709 Randolph Ave.
Costa Mesa, CA 92626

APN:

[SPACE ABOVE FOR RECORDER’S USE ONLY]

GRANT DEED

FOR VALUABLE CONSIDERATION, receipt of which is hereby acknowledged, the CITY
OF GARDEN GROVE, a California municipal corporation (“Grantor”) hereby grants to LAB
HOLDING, LLC, the real property located in the City of Garden Grove, County of Orange, State of
California, that is described on “Exhibit A” attached hereto and incorporated herein by reference.

IN WITNESS WHEREOF, Grantor has executed this Grant Deed as of the date set forth
below.

Dated: November , 2016

CITY:

City Manager

Attest:

City Clerk
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EXHIBIT “A” to GRANT DEED

LEGAL DESCRIPTION OF THE PROPERTY

(APN )
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A notary public or other officer completing this certificate verifies only the identity of the
individual who signed the document to which this certificate is attached, and not the
truthfulness, accuracy, or validity of that document.

STATE OF CALIFORNIA )

)
COUNTY OF ORANGE )

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

I certify UNDER PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Notary Public

L2
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EXHIBIT “E”

FORM OF ACCESS AGREEMENT

ACCESS AGREEMENT

THIS ACCESS AGREEMENT (herein called this “Agreement”) is made and entered into as of
M. (0 , 2016, by CITY OF GARDEN GROVE (herein called “Grantor”), and
LAB HOLDING, LLC (herein called “Grantee”™).

WITNESSETH:

WHEREAS, Grantor is the owner of the real property more particularly described on Exhibit A,
attached hereto and incorporated herein by reference (herein called the “Property”);

WHEREAS, concurrently with the execution of this Agreement, Grantor and Grantee contemplate
entering into a Disposition and Development Agreement related to the Property;

WHEREAS, Grantee has requested the right of entry upon and access to the Property for the purpose
of preparing a survey, undertaking tests, inspections and other due diligence activities (herein called
the “Due Diligence Activities”) in connection with the proposed acquisition by Grantee of the

Property;

WHEREAS, Grantor has agreed to grant to Grantee, and Grantee has agreed to accept from Grantor,
a non-exclusive, revocable license to enter upon the Property to perform the Due Diligence
Activities in accordance with the terms and provisions of this Agreement;

WHEREAS, Grantor and Grantee desire to execute and enter into this Agreement for the purpose of
setting forth their agreement with respect to the Due Diligence Activities and Grantee’s entry upon
the Property.

NOW, THEREFORE, for and in consideration of the foregoing premises, the mutual covenants and
agreements contained herein, and other good and valuable consideration, the receipt and sufficiency

of which are hereby acknowledged, Grantor and Grantee do hereby covenant and agree as follows:

1. Access by Grantee.

(a) Subject to Grantee’s compliance with the terms and provisions of this Agreement, until
the earlier to occur of (a) the Close of Escrow; or (b) the earlier termination of this Agreement,
Grantee and Grantee’s agents, employees, contractors, representatives and other designees (herein
collectively called “Grantee’s Designees™) shall have the right to enter upon the Property for the
purpose of conducting the Due Diligence Activities. For any parcel occupied by a tenant of Grantor,
Grantee shall provide Grantor at least 48 hours’ notice of Grantee’s intent to enter.

(b) Grantee expressly agrees that in the event the Property is altered or disturbed in any
manner in connection with the Due Diligence Activities, Grantee shall return the Property to the
condition existing prior to the Due Diligence Activities to the extent reasonably practicable, and
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Grantee shall indemnify, defend and hold Grantor harmless from and against any and all claims,
liabilities, damages, losses, costs and expenses of any kind or nature whatsoever (including, without
limitation, attorneys’ fees and expenses and court costs) suffered, incurred or sustained by Grantor as
a result of, by reason of, or in connection with any such alterations or disturbance of the Property.

2. Lien Waivers. Upon receipt of a written request from Grantor, Grantee will use reasonable
efforts to obtain and provide Grantor with lien waivers following completion of the Due Diligence
Activities from each and every contractor, material man, engineer, architect and surveyor who might
have lien rights, in form and substance reasonably satisfactory to Grantor and its counsel, if any.
Grantee shall indemnify Grantor from and against any claims or demands for payment, or any liens
or lien claims made against Grantor or the Property as a result of the Due Diligence Activities.

3. Insurance. Grantee shall, and shall cause all of Grantee’s Designees performing the Due
Diligence Activities to, procure or maintain reasonable commercial general liability insurance issued
by an insurer reasonably satisfactory to Grantor covering each of the Due Diligence Activities.

4. Successors. To the extent any rights or obligations under this Agreement remain in effect,
this Agreement shall be binding upon and enforceable against, and shall inure to the benefit of, the
parties hereto and their respective heirs, legal representatives, successors and permitted assigns.

5. Limitations. Grantor does not hereby convey to Grantee any right, title or interest in or to the
Property, but merely grants the specific rights and privileges hereinabove set forth.

6. Notices. All notices, demands and requests which may be given, or which are required to be
given by any party to this Agreement, and any exercise of a right of termination provided by this
Agreement, shall be in writing and shall be deemed effective either: (1) on the third (3") business
day after being sent, by certified or registered mail, return receipt requested, addressed to the
intended recipient at the address specified below; (2) on the first (1¥) business day after being
deposited into the custody of a nationally recognized overnight delivery service (i.e., FedEx
Corporation, UPS, or DHL) addressed to such party at the address specified below; or (3) on the
business day sent via 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. For
purposes of this section, the addresses of the parties for all notices are as follows:

Grantee: Lab Holding, LLC
709 Randolph Ave.
Costa Mesa, CA 92840
Attn.:
Phone:

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

11488954



£ Governing Law. This Agreement shall be construed, enforced and interpreted in accordance
with the laws of the State of California. Venue for the resolution of any disputes or the enforcement
of any rights arising out of or in connection with this agreement shall be in a court of competent
jurisdiction in the County of Orange.

8. Counterparts. This Agreement may be executed in several counterparts, each of which shall
be deemed an original, and all of such counterparts together shall constitute one and the same
instrument.

IN WITNESS WHEREQOF, Grantor and Grantee have caused this Agreement to be executed and
sealed, all the day and year first written above.

GRANTOR:
CITY OF GARDEN GROVE

By: ﬂ/ /%

. City Manager

GRANTEE:

THE LAB HOLDING, LLC
a California limited liapility company
\ e

as agent and manager -

N

st [ agdleon £auda
KATHLEEN BATLOR, CNIC

City Clerk By: OWalEss OankecusT
Cig of Garden Grove Y

o Bl

Date: N\k\,\‘ = = 22\

By:

Date:

o
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EXHIBIT F

SCHEDULE OF PERFORMANCE

PROPOSED
ITEM MILESTONE R LE COMPLIANCE E T ATED
DATE(S)
. Within 15 days following May 25

1 Effective Date of DDA. N/A approval by City Council, 2016

. City and Wlthm. 10 days following June 4

2 Opening of escrow. execution of the DDA by

Developer . 2016
Parties.

3 Preliminary project design and submittal to Develoner Within 90 days following Sept. 2
the City for review. p of Opening of Escrow. 2016

4 Close of escrow pursuant to Section 2.3 of City and Not later than Nov. 21
the DDA. Developer November 21, 2016. 2016
Prepare and submit 100% Schematic Design Within one 120 days March 21

5 . . Developer following Close of
to the City for review. 2017

Escrow.
Planning Review. City to expeditiously
process and review plans, associated CEQA

6 approvals and related documents pursuant City and Not later than May 31, May 21
to Section 19.3 of the DDA. Developer to Developer 2017. 2017
conduct community outreach and public
engagement.

7 Complete 100% Construction Documents Developer Not later than August 31, Aug. 21
and submit to City for review and approval. P 2017 2017
Building Review of Construction
Docum‘ents. City to &b edmou_sly process . Not later than October 31, Oct. 21

8 and review plans associated with permits City

. 2017. 2017
and approvals pursuant to Section 19.3 of
the DDA.
Com.menc.e cfonstructl.on. Developer §hall Within 12 months
obtain Building Permits for construction of . May 25

9 . R Developer following Close of
improvements and rehabilitation pursuant to Escrow 2017
Section 19.2 of the DDA. )

Completion of Construct%o.n. 'Developer Within 36 months
agrees to complete rehabilitation and reuse . May 25

10 e i Developer following DDA approval
of existing buildings on the Property by the City Council 2019
pursuant to Section 19 of the DDA. Y )




LEASE AND SUBLEASE AGREEMENTS

BY AND BETWEEN

THE CITY OF GARDEN GROVE

AND

LAB HOLDING LLC

FOR THE LEASE OF FIVE UNIMPROVED PARCELS IN THE
CIVIC CENTER FOR THE COTTAGE INDUSTRIES PROJECT

RESOLUTION NO. 9354-16

APPROVED
MAY 10, 2016



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 10t day of May 2016.

ATTEST: /s/ BAO NGUYEN
MAYOR ‘

/s/ KATHLEEN BAILOR, CMC

CITY CLERK




Garden Grove City Council
Resolution No. 9354-16
Page 2

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




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, LL.C., 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 ordinance, regulation, or order relating to Hazardous Materials),
(i) constitutes a nuisance or waste, or (iii) increases the cost of any

F1465174 1



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.

2.2. 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

Term. 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.

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 INTEREST PROPERTY TAXATION as set out in
Revenue & Taxation Code Section 107.6 ef seq.
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42.  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.

4.3.  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.

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.

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.

Improvements.

7.1 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,
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7.2.

“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.

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
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7.3

7.4.

7.5.

7.6.

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 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,




8.

7.7.

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.

Encumbrance of Leasehold

8.1

8.2.

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
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
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8.3.

8.4.

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

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



8.5.

8.6.

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 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
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8.7.

8.8.

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.

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. 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;

8.8.2. 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;
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8.9.

8.10.

8.11.

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);

8.8.3. 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;

8.8.4. 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;

8.8.5. 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

8.8.6. 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
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,

10
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8.12.

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.

9.3.

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.

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
msufficient 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

11
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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: (1) 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 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.

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
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12.2.

12.3.

12.4.

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, (ii1) 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
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. FEach of said
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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.

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 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
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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
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.
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Prohibition on Assignment and Subletting.

17.1.

17.2.

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.

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; (¢) 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.

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
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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.

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.
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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 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, a California
Municipal Corporation

C1ty Manager

Date: {Z/ixéé

Attest:

Katibe o i £2ANLL_
City Clerk

Approved as to form:

D Jankmay

City Attorné y

,W/ % —By:

TENANT
LAB HOLDING,

LLC, a California

Limited Liability Company

!

=
k

As agent and

nager

By: Sunwce) Sagescasl

Date: Npq\ 09 2o

Date:

1146517.4
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Exhibit “A”
TENANT IMPROVEMENTS



Exhibit “B”

SCHEDULE OF PERFORMANCE

PROPOSED
ITEM MILESTONE RES;;)II:TS‘I{BLE COMPLIANCE E,[S,;rl\f[%[ﬁg\in
DATE(S)
1 Approval of Lease. N/A May 10,2016 N;a;t)yléO
Preliminary project design and submittal to Sept. 2
2 Landlord forpre\J/iew. Tenant Sept. 2, 2016 2(1)) 16
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.IOO% Construction ]?ocuments 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.
Com'menc.e (?onstructl'o n. Landlord sl:nall No later than November May 25
8 obtain Building Permits for construction of Tenant 21.2017 2017
improvements. ’ )
9 Completion of Construction. Tenant agrees Tenant No later than November May 25
to complete improvements. 21,2019 2019




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

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.”

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 of use by Tenant of the Premises (including, without limitation,
any law ordinance, regulation, or order relating to Hazardous Materials),



2.2.

2.3.

(1) 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.

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.

Taxes.

4.1.

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 ef seq.

4.2.  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.

4.3. 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.

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.

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.
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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 (it} 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].



7.3

7.4.

7.5.

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 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
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7.6.

7.7.

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: (7) approval of architectural or engineering
sufficiency or representation (77) 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

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 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
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8.2.

8.3.

8.4.

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. [andlord 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

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
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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 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
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
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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

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.



8.8.

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.

8.8.5.

8.8.6.

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;

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

The new Sublease shall be assignable by Lender but not by any
assignee of Lender without the prior written consent of Landlord.
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8.9.

8.10.

8.11.

8.12.

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.

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 Sublease, 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
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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.

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
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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.

12.2.

12.3.

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.

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, 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
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12.4.

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.

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 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
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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.

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
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16.

17.

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 Assienment 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.

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; (¢) 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.

16



18.

19.

20.

21.

22.

H1516373

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 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
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.
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24.

25.

26.

27.

28.

29.

30.

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.

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)
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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)

11516373 19



IN WITNESS WHEREOF, Landlord and Tenant have executed this instrument of the

Effective Date.
LANDLORD TENANT
CITY OF GARDEN GROVE, a California | LAB HOLDING, LLC, a California
Municipal Corporation Limited Liability Company

i 27 e

. 7, ‘By: b
City Manager As agent ar}dsmanager
Date: __ % ///%// (d

o Byt Fallzes— Sm@

Attest:

i /) oo B .
e o AU
City Clerk

Approved as to form:

(//WMM /“\)CMJ@\/&Q

City Attom\ey

Date: N\nﬂ 2% 206

By:

Date:

1151637.3
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Exhibit “A”
TENANT IMPROVEMENTS



Exhibit “B”

SCHEDULE OF PERFORMANCE

PROPOSED
ITEM MILESTONE Ry " COMPLIANCE AT D
DATE(S)
1 Approval of Lease. N/A May 10, 2016 1\/;2(1)}/1 éO
Preliminary project design and submittal to Sept. 2
2 Landlord 1In"zrpre{}iew. Tenant Sept. 2,2016 28 16
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'IOO% Construction ]_)ocuments 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.
Commenge gonstructip n. Landlord shall No later than November May 25
8 obtain Building Permits for construction of Tenant
. 21, 2017. 2017
improvements.
9 Completion of Construction. Tenant agrees Tenant No later than November May 25
to complete improvements. 21, 2019 2019




ASSIGNMENT AND ASSUMPTION AGREEMENT

BY AND BETWEEN

THE CITY OF GARDEN GROVE

AND

LAB HOLDING LLC

RELATING TO THE DISPOSITION AND DEVELOPMENT
AGREEMENT, THE LEASE, AND THE SUBLEASE FOR THE
COTTAGE INDUSTRIES PROJECT

APPROVED
MAY 10, 2016



ASSIGNMENT AND ASSUMPTION AGREEMENT
RELATING TO THE DISPOSITION AND DEVELOPMENT AGREEMENT,
THE LEASE, AND THE SUBLEASE
BETWEEN THE CITY OF GARDEN GROVE AND
LAB HOLDING, LLC, FOR
THE COTTAGE INDUSTRIES PROJECT

THIS ASSIGNMENT AND ASSUMPTION AGREEMENT ("Assignment”) is made and
entered into, and is to be effective this 5] >t day of M%} , 2016, by and among CITY OF
GARDEN GROVE, a California municipal corporation (“CITY”), LAB HOLDING, LLC, a California
limited liability company ("LAB"), and COTTAGE INDUSTRIES LLC, a California limited liability
company (“COTTAGE”"). CITY, LAB, and COTTAGE are hereinafter collectively referred to as the
"Parties"”.

RECITALS

A. CITY’s City Council on May 10, 2016, approved a Disposition and Development
Agreement, Lease and Sublease with LAB (the “Agreements”), for the disposition of twelve
parcels developed with single family homes, the lease of two vacant parcels, and sublease of
three vacant parcels, all within the CITY’s Civic Center Area for development of the Cottage
Industries project.

B. On May 11, 2016, LAB notified CITY that it had received confirmation from the
State of California, Secretary of State, that the organization of COTTAGE had been accepted and
completed on April 27, 2016.

C. COTTAGE is wholly owned and controlled by LAB.
D. Section 27 of the Disposition and Development Agreement, Section 17.2 of the
Lease, and Section 17.2 of the Sublease permit assignments of the Agreements between a

parent and a subsidiary company.

E. LAB wishes to assign, and COTTAGE wishes to assume, all of LAB’s rights, title,

interests, burdens, obligations, responsibilities and liabilities in the Agreements and request the

CITY’s consent and authorization to the transfer and assignment of the Agreements from LAB to
COTTAGE.

Fi Accordingly, CITY, LAB, and COTTAGE desire to clarify, affirm, and acknowledge
their respective rights and obligations under the terms of the Agreements.

AGREEMENT
NOW, THEREFORE, the Parties hereby agree as follows:
1. COTTAGE assumes, and CITY hereby acknowledges and consents to
COTTAGE’s assumption of, all of the rights, title, interests, burdens, obligations, responsibilities
and liabilities of LAB under the Agreements. COTTAGE hereby expressly and unconditionally

agrees to perform and fulfill all the duties, terms, covenants, conditions, and obligations required
to be fulfilled and performed by LAB under the Agreements.
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2. CITY's consent to the assignment and assumption of the Agreements as provided
for herein shall not be construed to release, waive, or otherwise compromise the obligations of
COTTAGE and LAB under the Agreements and applicable law, or any violations thereof, whether
known or unknown by CITY, which occurred prior to this Assignment, or for any subsequent
performance of the Agreements by COTTAGES and/or LAB.

3. Except as modified in this Assignment, the terms and conditions of the
Agreements shall remain in full force and effect.

4, This Assignment may be executed in multiple counterparis (each of which is to be
deemed an original for all purposes).

IN WITNESS WHEREQOF, the Parties have executed and delivered this Assignmerit as of
the day and year first above written.

CITY OF GARDEN GROVE, LAB HOLDING, LLC
a California municipal corporation A California limited liability company
M /- /ﬁ/
Séott C. Stiles, By:
City Manager As agent and mana@er
Alttest: ‘
i By: M&éﬁi&@
3 0 N T P its: ﬂ\m—ir}u\vq g
Kt loon Aadl G =
City Clerk
COTTAGE INDUSTRIES LLC
Approved as to form: A California limited liability company
< T
k: Pprd
City Attorne By: ~

As agent and manager

By, Sunsvees-y DeasosScawr

[ e WP VS [\w%
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2. CITY's consent to the assignment and assumption of the Agreements as provided
for herein shall not be construed to release, waive, or otherwise compromise the obligations of
COTTAGE and LAB under the Agreements and applicable law, or any violations thereof, whether
known or unknown by CITY, which occurred prior to this Assignment, or for any subsequent
performance of the Agreements by COTTAGES and/or LAB.

3. Except as modified in this Assignment, the terms and conditions of the
Agreements shall remain in full force and effect.

4. This Assignment may be executed in multiple counterparts (each of which is to be
deemed an original for all purposes).

IN WITNESS WHEREOF, the Parties have executed and delivered this Assignment as of
the day and year first above written.

CITY OF GARDEN GROVE, LAB HOLDING, LLC
a California municipal corporation A California limited liability company
Scott C. Stiles, By:
City Manager As agent and manager
Attest:
By:
i 8 s Its:
KodJLeen KU~
City Clerk
COTTAGE INDUSTRIES LLC
Approved as to form: A California limited liability company
City Attornéy N By:

As agent and manager

By:
Its:

1158068.1



STAFF REPORT AND MISCELLANOUS DOCUMENTS

RELATING TO THE DISPOSITION AND
DEVELOPMENT AGREEMENT, THE LEASE, AND THE
SUBLEASE

BETWEEN
THE CITY OF GARDEN GROVE
AND

LAB HOLDING, LLC,

FOR THE COTTAGE INDUSTRIES PROJECT



First American Title Company

National Commercial Services
18500 Von Karman Ave, Suite 600 - Irvine, CA 82612

Office Phone:(949)885-2400 Office Fax:(849)885-2400

Seller’s Final Settlement Statement

File No: 794936-A

Escrow Officer: Nathan Thompson/nt
Settlement Date: 12/09/2016
Disbursement Date: 12/09/2016

Property:
12902, 12911, 12912, 12832 7th St., 12931 9th, 12941-12941
1/2 9th St, 11352, 11412 Acacia Parkway, 11361, 11391

Garden Grove Boulevard, 12911, 12932 8th Street, Garden
Grove, CA

Buyer:

Cottage Industries, LLC
Attn: Shaheen Sadeghi, 709 Randoiph Avenue, Costa Mesa,
CA 92626

Seller:

City of Garden Grove, a California municipal corporation
11222 Acacia Parkway, Garden Grove, CA 92840

Lender:
City of Garden Grove, a California municipal corpo

Description Seller Charge Seller Credit

Consideration
Total Consideration 3,386,437.50
Prorations
2016 Tax Prorate (1st and 2nd INSTALL) 12/09/16 to 07/01/17 @$4,054.80/yr 2,266.24
New Loan(s)
Lender: City of Garden Grove, a California municipal corpo
Loan Amount - City of Garden Grove, a California municipal corpo 2,709,030.00
Title/Escrow Charges
Closing-Escrow Fee to First American Title Company National Commercial Services 1,600.00
Policy-Standard ALTA 2008 Owner's to First American Title Company National 2,072.00
Commercial Services
Record 100.00
Estimated Documentary Transfer Tax 3,725.15
Disbursements Paid
Miscellaneous Disbursement
Commercial NHD Report to First American Natural Hazard Disclosure 372.50
Transfer to NCS-794836 to close to First American Title Insurance Company 671,765.20

Cash (X To) ( From) Seller 38.89

Page 1 of 2

Print Date: 12/13/2016, 12:52 PM



Seller’s Final Settlement Statement

Settlement Date: 12/09/2016 File No: 794936-A

Officer: Nathan Thompson/nt
Description Seller Charge Seller Credit
Totals 3,388,703.74 3,388,703.74

PLEASE NOTE: A modification of money-transfer or disbursement instructions can be a red flag for
Online Banking Fraud and could be a trap for the unwary. Should we knowingly receive such a
modification, in the interest of prudence, we may consider it suspect and call a known and trusted
phone number to verify its authenticity and accuracy. Your awareness and cooperation in taking
appropriate steps to prevent fraud is greatly appreciated.

Page 2 of 2
Print Date: 12/13/2016, 12:52 PM



City Council Minutes
May 10, 2016

RESOLUTIONS APPROVING A DISPOSITION AND DEVELOPMENT AGREEMENT AND

A LEASE AND SUBLEASE WITH LAB HOLDING LLC FOR DISPOSITION AND LEASE

OF CIVIC CENTER PROPERTIES FOR THE COTTAGE INDUSTRIES PROJECT

(F: 108.2-2016)

ORAL COMMUNICATIONS

Speakers: None.

It was moved by Council Member Jones, seconded by Council Member Phan that:
Resolution No. 9353-16 entitled a Resolution approving a Disposition and
Development Agreement with the LAB Holding LLC for the disposition of twelve
Civic Center properties for the Cottage Industries Project, be adopted.

The motion carried by a 5-0 vote as foliows:

Ayes: (5) Beard, Bui, Nguyen, Jones, Phan
Noes: (0) None

It was moved by Council Member Jones, seconded by Council Member Phan that:
Resolution No. 9354-16 entitled a Resolution 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.

The motion carried by a 5-0 vote as follows:

Ayes: (5) Beard, Bui, Nguyen, Jones, Phan
Noes: (0) None



Agenda Item - 8.c.
City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Omar Sandoval
Dept.: City Manager Dept.: City Attorney
Subject: Adoption of Resolutions Date: 5/10/2016

approving a Disposition and
Development Agreement and
a Lease and Sublease with
LAB Holding LLC for
disposition and lease of Civic
Center properties for the
Cottage Industries

Project. (Action Item)

OBJECTIVE

To adopt resolutions approving a disposition and development agreement for the
disposition of twelve single-family properties, the lease of two unimproved City
properties, and the sublease of three unimproved Housing Authority properties in the
Garden Grove Civic Center area for the Cottage Industries project.

BACKGROUND

The City acquired twelve properties from the Housing Authority in the Civic Center
area that the Housing Authority had acquired from the former Redevelopment Agency
(RDA). The RDA had acquired the properties over the course of many years for
purposes of consolidating them for a Civic Center project. The twelve properties are
developed with single-family homes. In addition, the City leases from the Housing
Authority three unimproved properties that were part of the initial RDA acquisitions.
Of the twelve single-family homes, all but three were acquired from the RDA in 2007
for temporary rental to low income families while the RDA acquired the properties
necessary for a larger redevelopment project in the City’s Civic Center area. The
other three had been acquired by the RDA with its low-moderate income housing
fund and were transferred to the Housing Authority in 2012 following the dissolution
of the RDA. The three unimproved parcels were transferred from the RDA to the
Housing Authority in 2007. One of the unimproved parcels remains vacant while two
are currently being used by the City for its Community Gardens project. In addition,
the City owns two unimproved parcels in the Civic Center area, which it has held for
many years similarly to the former RDA properties.

DISCUSSION
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The properties with single-family homes will soon require the expenditure of
substantial funds to rehabilitate them and maintain them in the required condition for
human habitation. One of the single-family homes could not be rented at this time
because it requires substantial rehabilitation work to make it habitable. Due to the
dissolution of the RDA and the reduction in Federal and State funding for low income
housing programs, the properties are quickly becoming a liability for the Housing
Authority. In addition, the properties are scattered throughout the Civic Center area
and the dissolution of the RDA will not make it possible to continue to acquire the
additional properties that would be needed for a proper Civic Center project or a
viable low income housing project. In early 2015, Mr. Shaheen Sadeghi of the Lab
Holding, LLC (the “"Developer”) submitted a letter of interest to the City to acquire
the properties for a reuse commercial project. Discussion with City staff pertaining to
the condition of the properties, their market values, and suitability for rehabilitation
and reuse of the structures, culminated in the attached Disposition and Development
Agreement. The Developer is proposing to acquire the twelve single-family homes to
rehabilitate them and reuse them for low-impact commercial uses consistent with the
City’s Zoning regulations applicable to the Civic Center area. The Developer is not
able to purchase the unimproved properties at this time. However, the Developer is
willing to lease the unimproved properties to relieve the Authority and the City of the
maintenance and repair responsibilities for the unimproved properties, and
incorporate them into its larger reuse project.

The City will lease the three Housing Authority unimproved properties from the
Housing Authority for a term of twenty years for $1.00 per year, and will sublease
them to the Developer for a term of 15 years for the same rental rate. The City will
lease the two City properties to the Developer for $1.00 per year, for a term of 15
years. The lease and sublease contains a Right of First Refusal that will give the
Developer the opportunity to purchase the unimproved properties in the future at fair
market value at the time of purchase. The lease and sublease of the properties to the
Developer will assign the maintenance responsibilities and liability for the properties
to the Developer until such time as the Developer is able to acquire them at fair
market value.The Developer has agreed to pay $3,386,287.50 for the 12 single-
family homes subject to a 20% cash down payment of $677,257.50 and an interest-
only short term loan of five years in the amount of $2,709,030. The loan is subject
to interest at 4% per annum. The loan will be secured by a deed of trust and may be
prepaid prior to the five-year term without penalty. The City and the Developer have
agreed to a six month escrow period to allow the parties to complete their due
diligence with respect to the transfer of the properties. Similarly, the lease and
sublease of the five unimproved properties will not become effective until the escrow
for the twelve single-family homes closes in about six months’ time. The Developer
has agreed to allow the Community Gardens to continue until the current program
ends in early 2017. Once escrow closes around November 2016, the Developer will
prepare plans to submit to the City for project approval processing. It is anticipated
that the project will be completed in three years’ time. A more detailed timeline for
the processing of approvals and for construction of the project is included in the
Schedule of Performance attached to the Disposition and Development Agreement
and the Lease and Sublease.

FINANCIAL IMPACT
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The sale and lease of the properties will reduce the Housing Authority’s liabilities for
maintenance and repair and will generate funds in the next five years to be deposited
in the Housing Authority’s low-moderate income fund to assist future housing
projects. It is expected that transaction costs, which include escrow charges and title
reports, will be covered by loan interest revenue.

RECOMMENDATION

It is recommended that the City Council:

e Adopt the Resolution approving the Disposition and Development Agreement
with the Housing Authority for the acquisition of twelve single-family Civic
Center properties;

e Adopt the Resolution approving the lease and sublease of five unimproved Civic
Center properties.

ATTACHMENTS:
Description Upload Date Type File Name
EES: lution for 5/6/2016 Cover Memo Res_-_DDA_for_Civic_Center_Properties.pdf
B'Sp?s't:::nnind 5/4/2016 Backup Civic_Center_Properties-

evelopme Material Lab_Disposition_and_Development_Agreement_v.4_Final.DOCX
Agreement
ﬁ:asso;utlon for 5/6/2016 Cover Memo  Res_-_Lease__Sublease___to_LAB.pdf

Backup LAB_HOLDINGS_GROUND_LEASE-

Lease Agreement  5/4/2016 Material CIVIC_CENTER_VACANT_PROPERTIES_v.4_Final.DOCX
Sublease 5/4/2016 Backup LAB_HOLDINGS_SUBLEASE-
Agreement Material CIVIC_CENTER_HA_VACANT_PROPERTIES_v.3_Final.DOCX
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IN CONNECTION WITH

Zimbra RECEIVED AGENDA ITEM NO. §-C.
CITY OF GARDEK GROVE
CITY CLERK'S OFFICE
ansiss 06 TAY 10 M 9 09
From : Dale Soeffner <dsoeffner@msn.com> Sat, May 07, 2016 03:21 PM

Subject : Housing
To : kathyb@ci.garden-grove.ca.us

Mayor and city councilman

With the intended sale of 12 parcels and the lease of 3 others several questions arise.
1) How and where is the low cost housing issue going to addressed in the city.

2) What is going to happen to the community garden and can it be relocated? Would
love to hear an answer

Thank you

Dale Soeffner




