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CITY OF GARDEN GROVE, CALIFORNIA

11391 ACACIA PARKWAY, P.O. BOX 3070, GARDEN GROVE, CALIFORNIA 92642

GARDEN GROVE

June 26, 1991

Donovan Golf Course Management, Inc.
3017 W. Fifth Street
Santa Ana, CA 92703

Gentlemen:

Enclosed is a fully executed copy of the agreement
between the City and your firm regarding lease of
facility located at 3001 W. Fifth Street.

This agreement was approved by the Garden Grove City
Council on June 18, 1991.

Sincerely,

Enclosure

cc: Public Services Department
Controller
Property Management
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LEASE
THIS LEASE ("Lease™) 1is entered 1into as of the
Effective Data set forth 1in Section 1.1. by and between
Landlord and Tenant (as both parties are defined in Article 1).

ARTICLE 1
BASIC LEASE PROVISIONS

1.1 Effective Data: June 18. 1991

Landlord: CITY OF GARDEN GROVE
Tenant: DONOVAN GOLF COURSE MANAGEMENT, INC.

—
S W™

Premises: A1l that certain land located (Article 3)
in the City of Santa Ana,
County of Orange, State of
California, as crosshatched
on Exhibit A and legally
described on Exhibit B.

1.5 Term: Twenty-four (24) Months automatically
renewable for additional two (2) year terms. (Article 4)

1.6 Rental: (Article 7)
Dollars Dollars
Per Annum Per Month

$12,516 $1,043
Subject to adjustment pursuant to Section
7.3. upon renewal

1.7 Use of
Premises: Office and Storage

1.8 Insurance Limits: $1,000,000 (Article 12)

1.9 Reserved

1.10 Addresses for Notices and Payments: (Articlie 18)
LANDLORD TENANT
Notices To: Notices To:
City of Garden Grove Donovan Golf Course
Public Services Management, Inc.
11391 Acacia Parkway 3017 W. 5th Street
Garden Grove, CA 92640 Santa Ana, CA 92703

This Article 1 is intended to supplement and/or
summarize the provisions set forth in the balance of this
Lease. If there 1is any conflict between any provisions
contained in this Article 1 and the balance of this Lease, the
balance of this Lease shall control.
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ARTICLE 2
EXHIBITS

The following Exhibits are attached to, and by this
reference made a part of, this Lease:

EXHIBIT A - Description of Leasehold
ARTICLE 3
PREMISES

3.1 PREMISES
(a) Landlord leases to Tenant and Tenant leases from
Landlord, for the Term (as defined in Article 4) and upon the
covenants and conditions set forth in this Lease, that certain
parcel of land crosshatched on Exhibit A and buildings attached
hereto and made a part hereof (“Premises").

(b) During the Term (as defined in Section 4.1), all
improvements to be erected, attached or wused on or in
connection with the Premises shall remain the property of
Tenant; provided, however, that upon the termination of this
Lease either by expiration of the Term or otherwise, at the
sote discretion of Landlord such improvements shall either (i)
become and remain the absolute property of Landlord, or (ii) be
removed by Tenant at its sole cost and expense, and Tenant
shall restore the Premises to the condition existing at the
time of delivery of possession of same to Tenant. On the
effective date of such termination, Tenant shall surrender to
Landlord the Premises and, if Landlord has elected to retain
same, all such 1improvements 1in good order, condition and
repair, reasonable wear and tear excepted, free and clear of
all liens and encumbrances (other than those permitted hereby
or otherwise created or consented to by Landlord).

ARTICLE 4
TERM

4.1 TERM OF LEASE. The term of this lease ("Term") shall be
the number of full calendar months specified in Section 1.5,
plus any partial month following the Term Commencement Date (as
defined in Section 4.2), if such date is other than the first
day of a month. For purposes of this Lease, the first
“calendar year" shall be a period commencing on the Term
Commencement Date and ending on the December 31 next following;
after the first calendar year, the term "calendar year" shall
mean a fiscal year of 12 consecutive calendar months commencing
on January 1 of each year. If this Lease terminates on a day
other than December 31, the last calendar year shall be the
period commencing on the January 1 following the 1last full
calendar year and ending on such termination date.
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4.2 TERM COMMENCEMENT DATE. The "“Term Commencement Date"
shall be the date on which Landlord delivers possession of the
Premises to Tenant. Tenant shall accept possession of the
Premises from Landlord as described in Section 5.3.

4.3 DATE OF LEASE AND LEGAL EFFECT. The terms, covenants
and conditions of this Lease shall become 1legally binding on
the Effective Date set forth in Section 1.1. Subject to
Section 5.1, Tenant's obligation to pay Rental and all other
monetary obligations of Tenant including, but not limited to,
the obligation to pay Taxes and any other sum of money or
charges shall commence as of the Term Commencement Date.

ARTICLE 5
POSSESSION

5.1 TENANT'S RIGHT OF POSSESSION. Landlord shall not be
obligated to deliver possession of the Premises to Tenant until
Landlord has received from Tenant all of the following: (a)
Security Deposit and the first monthly installment of Rental
(as each 1is defined in this Lease); (b) executed copies of
policies of insurance or certificates thereof as required under
Article 13; and (c) copies of governmental permits and
authorizations as required under this Lease. Tenant shall pay
to Landlord, upon its execution of this Lease, the sums
specified in subparagraph (a) of this Section 5.1,

5.2 DELIVERY OF POSSESSION. Landlord shall be deemed to
have delivered possession of the Premises to Tenant wupon
delivery of written notice to Tenant that the Premises 1is
tendered to Tenant. Tenant shall be responsible for utility
hookups.

5.3 ACCEPTANCE OF POSSESSION BY TENANT. Upon delivery by
Landlord, Tenant agrees to accept physical possession of the
Premises subject, however, to the exceptions to the leasehold
estate as set forth in Section 3.1(b) and in Exhibit B. Tenant
acknowledges that neither Landlord nor Landliord's agents have
made any representation of warranty as to the matters listed in
Exhibit B, or as to the condition of the Premises or the
suitability of the Premises for the conduct of Tenant's
business.

ARTICLE 6
ALTERATIONS TO THE PREMISES

6.1 IMPROVEMENTS. Tenant shall not install any temporary
improvements on the Premises without Landlord's prior written
consent and in no event shall Tenant install any permanent
improvements to the Premises. As used herein, "“temporary
improvements” shall mean storage sheds and asphaltic concrete
paving only. Landlord shall have the right at the end of the
Term or earlier termination to take exclusive possession of all
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such improvements ("Improvements") made by Tenant to the
Premises or require Tenant, at its sole cost and expense, to
remove same and immediately repair any damage occasioned to the
Premises by reason of such removal so as to leave the Premises
in a neat and clean condition.

ARTICLE 7
RENTAL

7.1 RENTAL. Tenant shall pay the .. sum specified in
Section 1.6 as "Dollars Per Annum" ("Rental") in the monthly
installments so specified, in advance, on or before the first
day of each month, without prior demand and without offset or
deduction, commencing on the Term Commencement Date. Should
the Term Commencement Date be a day other than the first day of
a calendar month, then the monthly installment of Rental for
the first fractional month shall be equal to 1/30th of the
monthly installment of Rental for each day from the Term
Commencement Date to the end of the partial month.

7.2 ADJUSTMENT TO RENTAL. The Rental payable under
Section 1.6 and this Article 7 shall be adjusted on each
renewal of this Lease ("Adjustment Date" ) to reflect any
changes in the cost of 1iving in accordance with the "Index",
as set forth in Section 19.17, using as the "Base Month" ("Base
Month") the month 90 days prior to the Term Commencement Date
and using as the "Comparison Month" ("Comparison Month") the
month 90 days prior to the Adjustment Date.

7.3 ADDITIONAL RENTAL. Tenant shall pay, as "Additional
Rental", all sums required to be paid by Tenant to Landlord
pursuant to this Lease in addition to Rental (including,
without limitation, interest, late charges, Service Charges [as
defined in Section 19)]}, application fees, reimbursement for
attorneys' fees and auditing costs) whether or not the same are
designated as "Additional Rental" ("Additional Rental").
Landlord shall have the same rights and remedies for the
nonpayment of Additional Rental as it has with respect to
nonpayment of Rental. It is the idintention of the parties
herato that the Rental and Additional Rental to be paid
hereunder shall be paid to Landlord absolutely net, without
deduction of any amount of any nature whatsoever, except as in
the Lease otherwise expressly provided.

7.4 PLACE OF PAYMENT. Tenant shall pay Rental and
Additional Rental to Landlord at the address specified as
"Landlord's Address for Payments and Reports" in Section 1.11
or to such other address and/or person as Landlord may from
time to time designate in writing to Tenant.

7.5 LATE PAYMENTS. If Tenant fails to pay when the same is
due and payable any Rental or Additional Rental, the wunpaid
amounts shall bear interest at the Interest Rate (as defined in
Section 19.15) from the date due to and including the date of
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payment. In addition, Tenant acknowledges that the 1late
payment of any installment of Rental or Additional Rental will
cause Landlord to incur certain costs and expenses, the exact
amount of which are extremely difficult or impractical to fix.
These costs and expenses may include, without 1limitation,
administrative and <collection <costs and processing and
accounting expenses. Therefore, if any installment of Rental
or Additional Rental is not received by Landlord from Tenant
within five days after the installment is due, Tenant shall
immediately pay to Landlord a Tate charge equal to $50.00 a
week or portion thereof for each item of Rental or Additional
Rental due. Landlord and Tenant agree that this late charge
represents a reasonable estimate of the costs and expenses
Landlord will incur and is fair compensation to Landlord for
its loss suffered by reason of the late payment by Tenant.
Upon accrual, all such late charges shall be deemed Additional
Rental. Further, and without in any manner waiving Tenant's
default or Timiting Landlord's remedies in equity or at law,
should Tenant fail to make a timely payment of Rental or
Additional Rental two or more times during the Term, Landlord,
at its option, may require (a) Tenant to pay Rental or
Additional Rental in quarterly installments, in advance for the
balance of the Term; or (b) the amount specified in Section 1.9
as "Security Deposit" be increased by 100%.

ARTICLE 8
TERM OF LEASE AUTOMATICALLY RENEWABLE

8.1 LEASE TERM EXTENDED AUTOMATICALLY IN ABSENCE OF NOTICE
BY PARTY

This lease shall be extended automatically for successive two
year terms, on the same terms and conditions unless at least
sixty (60) days before the expiration of the term or succeeding
terms, a party ;gives written notice to the other party of
intent not to renew or to extend the lease. The rental rate
shall be adjusted as provided for in paragraph 7.2 effective at
commencement of each automatic renewal term of the lease.

ARTICLE 9
TENANT'S CONDUCT OF BUSINESS

9.1 SPECIFIC USE RESTRICTIONS. Unless approved by Landlord,
which approval may be granted or withheld by Landlord in its
sole discretion, Tenant shall not do any of the following:

(a) Zoning Restrictions. Use, develop or attempt to
use or develop the Premises or any portion thereof for any
purpose other than those purposes expressly allowed (without
the benefit of a conditional wuse permit, zone variance,
exception or amendment) as of the Term Commencement Date under
the Planned Community District Regulations for the City in
which the Premises are located;
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(b) Zone Change

Change or attempt any change in zoning, or the
obtaining of or application for a conditional use permit,
zoning variance or exception or other similar approval with
respect to the use or development of the Premises or any
portion thereof not expressly allowed under such existing
zoning as of the Term Commencement Date;

(c) Noncomplying Facilities. Construct or maintain any
temporary sfructure or other improvements on the Premises not
in full compliance with all requirements of law, the provisions
of this Lease or in any recorded covenants, conditions and
restrictions existing from time to time covering the Premises;
or

(d) Resubdivisions. Effect any change or amendment to
any parcel or final map covering the Premises or record any
further parcel or final map of the Premises or any portion
thereof or facilities thereon, pursuant to California
Government Code Sections 66410 et seq., or any similar statute
hﬁreafter enacted and any local ordinances adopted pursuant
thereto.

9.2 RULES AND REGULATIONS. Tenant shall keep the Premises
in a neat and clean condition, free from any objectionable
noises, odors or nuisances and shall comply with all applicable
health, safety and police laws, ordinances and regulations of
any governmental authority having jurisdiction over the
Premises. Tenant shall deposit trash and rubbish only within
receptacles approved by Landlord. Tenant shall cause trash
receptacles to be emptied at Tenant's cost and expense;
provided, however, at Landlord's option, Landlord may provide
trash removal services, the cost of which shall be paid for by
Tenant. Tenant shall not display or sell merchandise or allow
carts, signs or any other objects to be stored or to remain
outside the Premises. Landlord, from time to time, may
establish further rules and regulations as Landlord, in its
reasonable business judgment, deems desirable, and Tenant shall
abide by same.

9.3 ADVERTISING MEDIA. Tenant shall not affix upon the
Premises any sign, advertising placard, name, insignia,
trademark, descriptive material or other 1like item wunless
approved by Landlord in advance.

ARTICLE 10

MAINTENANCE, REPAIRS AND ALTERATIONS

10.1 TENANT'S MAINTENANCE OBLIGATIONS. Tenant agrees at all
times during the Term, and at its own cost and expense, to keep
and maintain the Premises and every part thereof in first class
order, condition and repair. Should Tenant fail to make these
repairs and replacements or otherwise maintain the Premises as
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set forth in this Article 10 within three days after written
demand by Landlord, or should Tenant commence but fail to
complete any repairs or replacements within a reasonable time
after written demand by Landlord, Landlord may, but shall in no
event be obligated to, make the repairs or replacements without
1iability to Tenant for any loss or damage that may accrue to
Tenant's stock or business as a result thereof, and Tenant
shall pay to Landlord, as Additional Rental, the costs incurred
by Landlord in the making of such repairs or replacements
together with interest at the maximum lawful rate from the date
of commencement of the work to and including the date of
payment.

10.2 LANDLORD'S RIGHT OF ENTRY. Landlord, its agents,
contractors, servants and employees may enter the Premises at
all reasonable times (a) to examine the Premises; (b) to
perform any obligation, or exercise any right or remedy, of
Landlord under this Lease; (c) to make repairs, alterations,
improvements or additions to the Premises as Landlord deems
necessary or desirable; (d) to perform work necessary to comply
with Tlaws, ordinances, rules or vregulations of any public
authority or of any insurance underwriter; and (e) to perform
work that Landlord deems necessary to prevent waste or
deterioration in connection with the Premises should Tenant
fail to commence its required repairs within three days after
written demand by Landlord or, after commencing such repairs,
fail to diligently pursue same to completion. If Landlord
makes any repairs which Tenant is obligated to make pursuant to
the term of this Lease, Tenant shall pay the cost of the repair
to Landlord, as Additional Rental, promptly upon receipt of a
bill for same.

ARTICLE 11

ASSIGNMENT AND SUBLETTING

11.1 NO ASSIGNMENT. Tenant shall not be entitled to
transfer, assign, sublet, enter into franchise, license or
concession agreements, change of ownership or voting control,
mortgage, encumber, pledge or hypothecate (collectively
"Assignment") all or any part of this Lease during the Term or
any extension thereof. Tenant acknowledges that this Lease is
personal to Donovan Golf Course Management, Inc. and does not
run with the Premises and that any attempted Assignment shall
render this Lease null and void and that the term "Tenant," as
ﬁsgd in this Lease, does not dinclude successors, assigns, or
eirs.

BY PLACING THEIR INITIALS AT THE END OF THIS SENTENCE, LANDLORD
AND TENANT HEREBY CERTIFY THAT THIS SECTION 11.1 HAS BEEN
FREELY NEGOTIATED.

Landlord: 2. F70

Z
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ARTICLE 12

INSURANCE, INDEMNITY AND LIENS

12.1 TENANT'S INSURANCE. Tenant shall procure, pay for and
keep in full force and effect the following types of insurance,
at its sole cost and expense, commencing on the earlier of (1)
the date of delivery of possession of the Premises to Tenant;
or (ii) the date Tenant is given earlier access to the Premi-
ses, and continuing during the Term in at least the amounts and
in the form specified below:

(a) Commercial general liability insurance with
coverage limits of not less than $1,000,000.00 combined single
limits for bodily injury, personal injury, or property damage
liability per occurrence, insuring against any and all
liability of the insureds with respect to the Premises or
arising out of the maintenance, use or occupancy of the
Premises and all areas appurtenant thereto, or related to the
exercise of any rights of Tenant pursuant to this Lease. All
such commercial general liability insurance shall specifically
insure the performance by Tenant of the indemnity agreement as
to liability for injury to or death of persons or damage to
property in Section 12.5. Further, 1liability insurance
required herein shall include coverage for owned, nonowned and
hired vehicles.

(b) Insurance covering any non-structural Improvements
to the Premises, including, without Timitation, trade fixtures,
merchandise and personal property in, on or about the Premises,
in an amount not less than their full replacement value,
providing protection against any peril included within the
classification Fire and Extended Coverage, vandalism, malicious
mischief and such other additional perils as covered in a
standard “all risk" insurance policy.

12.2 POLICY FORM. A11 policies of insurance provided for
herein shall be 1issued by insurance companies with general
policy holder's ratings of not less than B+ and financial
ratings of not less than Class VI, as rated in the most current
available "Best's Key Rating Guide", and which are qualified to
do business in the State of California or as may be approved by
the City. A1l such policies shall name and be for the mutual
and joint benefit and protection of Landlord, The City of
Garden Grove, Tenant and Landiord's mortgagee(s) or
beneficiary(ies), 1if any, as additional insureds. Executed
copies of the policies of insurance or certificates thereof
shall be delivered to Landlord prior to Tenant, its agents or
employees entering the Premises for any purpose. Thereafter,
executed copies of renewal policies or certificates thereof
shall be delivered to Landlord within 30 days prior to the
- expiration of the term of each policy. A11 policies of
insurance delivered to Landlord must contain a provision that
the company issuing the policy will give to Landlord 30 days
notice in writing in advance of any cancellation, lapse, or
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material changes, of the insurance coverage. A1l public
1iability, property damage and other casualty policies shall be
endorsed to read that such policies are primary policies and
any insurance carried by Landlord shall be noncontributing with
such policies.

12.3 INCREASED PREMIUMS DUE TO USE OF PREMISES. Tenant shall
not do any act in or about the Premises which will tend to
increase the insurance rates upon the Premises. Tenant agrees
to pay to Landlord upon demand the amount of any increase in
premiums for insurance resulting from Tenant's use of the
Premises, whether or not Landlord shall have consented to the
act on the part of Tenant. If Tenant installs upon the
Premises any electrical equipment which constitutes an overload
of the electrical lines servicing the Premises, Tenant, at its
own expense, shall make whatever changes are necessary to
comply with the requirements of the insurance underwriters and
any appropriate governmental authority.

12.4 INDEMNITY. To the fullest extent permitted by 1law,
Tenant covenants with Landlord that Landlord and the City of
Garden Grove shall not be 1iable for any damage or 1iability of
any kind or for any injury to or death of persons or damage to
property of Tenant or any other person occurring from and after
delivery of possession of the Premises to Tenant (or such
earlier date if Tenant is given earlier access to the Premises)
from any cause whatsoever related to the use, occupancy or
enjoyment of the Premises by Tenant or any person thereon or
holding under Tenant including, but not limited to, damages
resulting from any labor dispute, and Tenant shall defend,
indemnify and save Landlord harmless from all Tiability
whatsoever on account of any real or alleged damage or injury
and from liens, claims and demands related to the use of the
Premises and its facilities, or any repairs or Improvements
which Tenant may make or cause to be made with respect to the
Premises, and Tenant shall in all cases accept any tender of
the defense of any action or proceeding in which Landlord is
named or made a party and shall, notwithstanding any
allegations of negligence or misconduct on the part of Landlord
and the City of Garden Grove and their officers, board,
employees, and agents, and defend Landlord and the City of
Garden Grove and their officers, boards, employees and agents
as provided herein. Tenant shall not be liable for such damage
or injury to the extent and in the proportion that the same is
ultimately determined to be attributable to the negligence or
misconduct of Landlord, the City of Garden Grove or their
designated agents, servants or employees. This obligation to
indemnify shall include reasonable attorney fees and
investigation costs and all other reasonable costs, expenses
and Tiabilities incurred by Landlord, the City of Garden Grove
or their counsel from the first notice that any claim or demand

is to be made or may be made.
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12.5 LIENS. Tenant agrees that it will pay or cause to be
paid alT costs for work done by it or caused to be done by it
on the Premises of a character which will or may result in
liens on Landlord's reversionary estate therein, and Tenant
shall keep the Premises free and clear of all mechanics' liens
and other liens on account of work done for Tenant or persons
claiming under it. If any such lien shall at any time be filed
against the Premises, Tenant shall either cause the same to be
discharged within 30 days after the recording thereof, or if
Tenant, in Tenant's discretion and in good faith, determines
that such lien should be contested shall furnish such security
as may be necessary or required to prevent any foreclosure
proceeding against the Premises during the pendency of such
contest. If Tenant shall fail to furnish such security, then,
in addition to any other right or remedy of Landlord resulting
from Tenant's said default, Landlord may, but shall not be
obligated to, discharge the same either by paying the amount
claimed to be due or by procuring the discharge of such 1ien by
giving security or in such other manner as is, or may be,
prescribed by law. Tenant shall repay to Landlord, as
Additional Rental, on demand, all sums disbursed or deposited
by Landlord pursuant to the provisions of this Section 12.6,
including all costs, expenses and attorney fees incurred by
Landlord in connection therewith. Nothing contained herein
shall imply any consent or agreements on the part of Landlord
to subject Landlord's estate to 1jability under any mechanics'
lien or other lien law.

Should any claims of lien be filed against the Premises
or any action affecting the title to the Premises be commenced,
the party receiving notice of such 1lien or action shall
forthwith give the other party written notice thereof.
Landlord or its representative shall have the right to post and
keep posted upon the Premises notices of nonresponsibility or
such other notices which Landlord may deem to be proper for the
protection of Landlord's interest in the Premises. Tenant
shall, before the commencement of any work which might result
in any such 1lien, give to Landlord written notice of its
intention to do so in sufficient time to enable the posting of
such notices.

12.6 EXEMPTION OF LANDLORD. Landlord shall endeavor to
conduct™ i1ts activities with respect to the Premises in a
prudent and businesslike manner. However, Landlord shall not
be 1iable for any damage to property entrusted to employees of
Landlord, its partners or agents, nor for loss of or damage to
any property by theft or otherwise. Landlord shall not be
liable for injury, damage or Tloss of business which may be
sustained by the person, goods, wares, merchandise or property
of Tenant, its employees, invitees or customers or any other
person in or about the Premises caused by or resulting from,
but not 1limited to, fire, steam, electricity, gas, water or
rain which may 1tleak or flow from or into any part of the
Premises, or from the breakage, leakage, obstruction or other
defects of the pipes, sprinklers, wires, appliances, plumbing,
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air conditioning or lighting fixtures of the same, whether the
injury, damage or loss results from conditions arising upon the
Premises or other sources. Landlord shall not be liable for
interference with the light or other incorporeal
hereditaments. Tenant shall give prompt notice to Landlord in
case of fire or accidents in the Premises or of defects therein.

12.7 FAILURE BY TENANT TO MAINTAIN INSURANCE. If Tenant
refuses or neglects to secure and maintain insurance policies
complying with the provisions of this Article 12, Landliord may
secure the appropriate insurance policies and Tenant shall pay,
upon demand, the cost of same to Landlord as Additional Rental.

12.8 SERVICE CHARGE. In the event Tenant fails to furnish
any policy or certificate required pursuant to this Article 12,
Tenant shall pay to Landlord, as Additional Rental, a Service
Charge of $50.00 for each week or portion thereof that said
failure continues.

ARTICLE 13

DAMAGE

13.1 NONTERMINATION AND NONABATEMENT. Unless the destruction
or the damage to the structure causes the Tenant to vacate the
premises due to uninhabitability, no damage to the Premises by
fire, windstorm or other casualty, whether insured or
uninsured, shall entitle Tenant to terminate this Lease.

13.2 WAIVER OF STATUTORY RIGHTS. Tenant waives any statutory
rights of termination which may arise by reason of any partial
or total destruction of the Premises.

ARTICLE 14

EMINENT DOMAIN

Tenant agrees and acknowledges that the Rental has been
arrived at by mutual agreement of the parties and the amount of
the Rental and terms of this Lease account for any and all
compensation, damages and costs, including relocation
assistance and costs to which Tenant might be entitled. Tenant
hereby acknowledges that it is a post-acquisition tenant and
waives any claim to vrelocation assistance and relocation
benefits based upon California Government Code Sections 7260
through 7266 or any other similar federal, state or 1local
enactment ("Relocation Benefits") and Tenant agrees to defend,
indemnify and hold harmless Landlord, and any of its respective
officers, agents and employees from and against any claim for
relocation assistance with respect to use of the Premises prior
to the expiration or earlier termination of the Term.
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ARTICLE 15

DEFAULT BY TENANT

15.1 DEFINITION OF DEFAULT. The occurrence of any one or
more of the following events shall constitute a material
default and breach of this Lease by Tenant ("Default"):

(a) The failure by Tenant to make, as and when due, any
payment of Rental and Additional Rental or other charges
payable by Tenant hereunder or to timely discharge any other
monetary obligation hereunder, where such failure has continued
for a period of three days after written notice thereof from
Landlord to Tenant; provided, however, that any such notice
shall be in 1lieu of, and not in addition to, any notice
required under Section 1161 of the Code of Civil Procedure of
California or any similar or superseding statute.

(b) The abandonment or vacation of the Premises by
Tenant. As used herein, "abatement" 1is defined to include
without limitation, any absence of Tenant's personnel from the
Premises for three days after written notice thereof from
Landlord to Tenant while Tenant is failing to make, as and when
due, any payment of Rental, Additional Rent or other charges
payable by Tenant hereunder or to timely discharge any other
monetary obligation hereunder, and/or failing to observe or
perform any of the express or implied nonmonetary covenants,
promises, agreements or provisions of this Lease to be observed
or performed by Tenant; provided, however, that such notice
shall be in 1lieu of, and not 1in addition to, any notice
required under Section 1161 of the Code of Civil Procedure of
California or any similar or superseding statute. The
definition of abandonment provided herein is made and agreed to
by the parties pursuant to Section 1951.3(f) of the Code of
Civil Procedure of California or any similar or superseding
statute, and is intended to be in addition to, and not in lieu
of, the statutory definition of abandonment found in Section
1951.3 of said Code or of any similar or superseding statute.

(c) The failure by Tenant to observe or perform any of
the express or implied nonmonetary covenants, promises,
agreements or provisions of this Lease to be observed or
performed by Tenant [other than as specified 1in Sections
15.1(a), 15.1(b) and 15.1(d)] where such failure has continued
for a period of 10 days after written notice thereof from
Landlord to Tenant specifying the particulars of such failure,;
provided, however that such notice shall be in Tieu of, and not
in addition to, any notice required under Section 1161 of the
Code of Civil Procedure of California or any similar or
superseding statute.

(d) The falsification by Tenant or an agent of Tenant
of any statement required to be furnished to Landlord pursuant
to the terms of this Lease including, without limitation, the
statement required to be furnished by Tenant pursuant to
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Article 8. The falsification of any such document shall be
deemed an incurable breach of this Lease and shall, at
Landlord's option, provide good cause for an immediate
termination of Tenant's right to possession of the Premises.

15.2 EFFECTS OF NOTICES. The notices specified in Sections
15.1(a), (b) and (c) shall meet the requirements of Sections
1161 and 1162 of the Code of Civil Procedure of California and
no further notice shall be necessary prior to Landlord's
assertion of any rights respecting regaining possession of the
Premises. The purpose of the 10-day notice specified in
Section 15.1(c) is to extend the notice time requirements of
the unlawful detainer statutes of the State of California. In
all other respects, the statutory notice periods shall apply.
Except as might otherwise be provided at l1aw, no notice of
default shall be required under Section 15.1(d).

15.3 REMEDIES OF LANDLORD. Landlord and Tenant agree upon
Landlord™s remedies as set forth in this Article 15 for any
Default by Tenant described hereunder. In the event of any
Default by Tenant, Landlord may without further notice to
Tenant, in addition to any or all other rights or remedies
available to Landiord hereunder, at law or in equity, exercise
any or all rights or remedies set forth in this Article 15. Mo
delay or omission of Landlord to exercise any right or remedy
shall be construed as a waiver of any such right or remedy or
of any Default.

15.4 TERMINATION OF LEASE. Except as otherwise provided in
Section 15.8, 1f Tenant breaches this Lease and abandons the
Premises prior to the end of the Term, or if Tenant's right to
possession is terminated by Landlord because of a Default by
Tenant under this Lease, this Lease shall terminate at the
option of Landlord. Upon such termination, Landlord may
recover from Tenant the following, as provided in Section
19571.2 of the Civil Code of California:

(a) The worth at the time of award of the unpaid Rental
and Additional Rental that had been earned at the time of
termination;

(b) The worth at the time of award of the amount by
which the reasonable value of the unpaid Rental and Additional
Rental which would have been earned after termination until the
time of award exceeds the amount of such rental 1loss that
Tenant proves could have been reasonably avoided;

(c) The worth at the time of award of the amount by
which the reasonable value of the unpaid Rental and Additional
Rental for the balance of the Term after the time of award
exceeds the amount of such rental loss that Tenant proves could
have been reasonably avoided; and

s
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(d) Any other amount necessary to compensate Landliord
for all of the detriment proximately caused by Tenant's failure
to perform its obligations under this Lease or that in the
ordinary course of things would be likely to result therefrom.

15.5 TERMS DEFINED. As used in Section 15.4, the following
terms are defined:

(a) "Worth at the Time of Award". The "worth at the
time of award"™ of the amounts referred to in Sections 15.4(a)
and 15.4(b) is computed by allowing interest at the maximum
tawful rate. The "worth at the time of award" of the amount
referred to in Section 15.4(c) is computed by discounting such
amount at the discount rate of the Federal Reserve Bank of San
Francisco at the time of award plus one percent.

(b) "Time of Award". The "time of award" as used in
Sections 15.4(aJ), 15.4(b), 15.4(c) and 15.5(c), is the date on
which judgment is entered by a court of competent jurisdiction.

(c) "Reasonable Value". The "reasonable value" of the
amount vreferred to 1in Section 15.4(b) is computed by
determining the mathematical product of (i) the “reasonable
annual rental value" [as defined in this Section 15.5(c)], and
(ii) the number of years, including fractional parts thereof,
between the date of termination and the time of award. The
"reasonable value" of the amount referred to in Section 15.4(c)
is computed by determining the mathematical product of (i) the
"reasonable annual rental value", and (ii) the number of years,
including fractional parts thereof, remaining in the balance of
the Term after the time of award. As used in this
Section 15.5(c), the term "reasonable annual rental value" is
computed by obtaining the sum of the following components: (i)
the Rental and (ii) all Additional Rental paid or payable
during the calendar year immediately preceding the time of
award.

15.6 MITIGATION BY LANDLORD. No effort or efforts by
Landlord to mitigate the damage caused by Tenant's Default
under this Lease shall be deemed a waiver of Landlord's right
to recover damages under this Lease; provided, however, that
except as otherwise specifically set forth in this Lease or as
required by applicable California law, Landlord shall have no
duty to mitigate damages arising out of Tenant's failure to
comply with any term, covenant or agreement of this Lease.

15.7 INDEMNIFICATION UNAFFECTED. Nothing contained in this
Article 15 shall affect the right of Landlord under this Lease
to indemnification for 1iability arising under Section 12 prior
to termination of this Lease.

15.8 NO TERMINATION.

(a) Even though Tenant has breached this Lease and
abandoned the Premises, this Lease shall continue in effect for
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so long as Landiord does not terminate Tenant's right to
possession and Landlord may enforce all of dits rights and
remedies under this Lease, including the right to recover
Rental and Additional Rental as it becomes due.

(b) In the wevent that Landlord elects the remedy
provided for in this Section 15.8, and only in such event,
Tenant shall have the right to assign its interest in this
Lease, conditioned upon the prior consent of Landlord, not to
be unreasonably withheld, but which consent shall be contingent
upon the satisfaction of each of the following factors, (i) The
use to which said proposed assignee shall put the Premises
shall be the same as provided for in this Lease: (ii) the
financial strength (as measured by such factors as audited net
worth and credit rating) of the proposed assignee shall be at
least as strong as that of Tenant as of the date hereof; and
(iii) the nature, character and quality of the proposed
assignee shall be first class. Nothing contained herein shall
be construed as conferring any right upon Tenant to sublet the
Premises, and Tenant shall have no such right whatsoever.

(c) For the purpose of this Section 15.8, the following
shall not <constitute a termination of Tenant's right to
possession: (i) Acts of maintenance or reservation or efforts
to relet the Premises; or (ii) the appointment of a receiver
upon initiative of Landlord to protect Landlord's interest
under this Lease.

15.9 TERMINATION AND ENTRY.

(a) In the event of a Default by Tenant, Landlord may
terminate this Lease by express written notice to Tenant, in
which event (i) Landlord may re-enter the Premises and take
possession thereof; (ii) Landlord may remove all persons from
the Premises; and (iii) Tenant shall have no further claim
under this Lease. A termination of this Lease under this
Section 15.9 shall not relieve Tenant of any obligation under
this Lease that has accrued prior to the date of termination
nor extinguish Landlord's right to recover the amounts
specified in Section 15.4. Tenant hereby expressly waives any
and all rights of redemption granted by Section 1179 of the
Code of Civil Procedure of California and any similar or
superseding law in the event of Tenant being evicted or
dispossessed of the Premises for any cause, or in the event of
LandTord obtaining possession of the Premises by reason of the
violation by Tenant of this Lease or otherwise.

(b) In the event Landlord re-enters the Premises
pursuant to Section 15.9(a), Landlord may take possession of
all property of Tenant and of any other person which is located
upon the Premises and may store all such property for the
account, and at the risk and cost, of Tenant. Such property
shall be disposed of pursuant to the provisions of Section 1980
et seq. of the Civil Code of California or of any similar or
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superseding statute. However, at Landlord's option, Landlord
may choose to employ the following procedure (in which event
Tenant agrees that its rights as hereinafter set forth are just
and adequate remedies and, in such instance, expressly waives
any and all rights provided in Section 1980 et seq. of the
Civil Code of California): (i) Tenant shall have 30 days after
Landlord takes possession of the Premises within which to
recover the property by paying to Landlord all sums owing from
Tenant to Landlord under this Lease as well as all costs
incurred by Landlord in storing the property; (ii) should
Tenant fail to reclaim the property in such manner, then
Landlord may sell or dispose of the property in any manner
Landlord chooses and apply the proceeds, if any, thereby
obtained first against the costs of storage, then against any
other sums owing to Landlord under this Lease.

15.10 LANDLORD'S RIGHT TO CURE DEFAULT AND SECURE COMPLIANCE.
Landlord shall have the right, but shall not be so obligated,
to elect to cure, at any time and without notice, any default
of Tenant under this Lease. Whenever Landlord so elects,
Tenant shall immediately upon demand pay to Landlord, as
Additional Rental, all costs and expenses thereby incurred by
Landliord. In addition, Tenant shall pay to Landlord, as
Additional Rental, all costs and attorneys fees incurred by
Landlord in enforcing against Tenant any covenant, condition or
term of this Lease.

ARTICLE 16

SECURITY DEPOSIT

16.1 SECURITY DEPOSIT. Upon execution of this Lease, Tenant
shall deposit with Landlord the sum specified in Section 1.9 as
"Security Deposit". The Security Deposit shall be held by
Landlord, without obligation or 1liability for payment of
interest thereon, as security for the faithful performance by
Tenant of all of the terms of this Lease to be observed and
performed by Tenant. The Security Deposit shall not be
mortgaged, assigned, transferred or encumbered by Tenant
without the prior written consent of Landlord. Landlord shall
not be required to keep the Security Deposit separate from its
general funds.

16.2 APPLICATION OF SECURITY DEPOQOSIT. Should Tenant at any
time during the Tlerm hereof be in Default of any provision of
this Lease, Landlord may, at its option and without prejudice
to any other remedy which Landlord may have at law or in
equity, appropriate the Security Deposit, or the portion
thereof as may be deemed necessary, and apply same toward
payment of Rental, Additional Rental or to loss or damage
sustained by Landlord due to the Default on the part of
Tenant. Within five days after written demand by Landlord,
Tenant shall deposit cash with Landlord in an amount sufficient
to restore the Security Deposit to the original sum deposited.
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16.3 REFUND. Should Tenant perform all of its obligations
under this Lease, the Security Deposit, or any balance thereof
then remaining, shall be returned to Tenant within 60 days of
the expiration of the Term or the earlier termination of this
Lease, or as otherwise prescribed by law. Tenant hereby
expressly waives the benefit of any statutory right to the
return of any unused portion of the Security Deposit earlier
than 60 days after the expiration of the Term or earlier
termination of this Lease.

16.4 SALE OF PREMISES. Landlord may deliver the Security
Deposit to the purchaser of Landlord's interest in the Premises
and Landlord shall then be discharged from any further
liability with respect to the Security Deposit. This Section
16.4 shall also apply to any subsequent transfers of Landlord's
interest in the Premises.

ARTICLE 17

QUIET ENJOYMENT

Upon Tenant's payment of Rental and Additional Rental
and its observation and performance of all of the covenants,
terms and conditions of this Lease to be observed and performed
by Tenant, Tenant shall peaceably and quietly hold and enjoy
the Premises from and after delivery thereof to Tenant,
subject, however, to (a) the rights of the parties as set forth
in this Lease; (b) any mortgage or deed of trust to which this
Lease is subordinate; (c) any ground or underlying leases,
agreements and encumbrances to which this Lease is subordinate;
(d) all matters of record.

ARTICLE 18

NOTICES

Except as otherwise required by law, any notice,
information, request or reply ("Notice" for purposes of this
Article 18 only) required or permitted to be given under the
provisions of this Lease shall be in writing and shall be given
or served either personally or by mail. If given or served by
mail, such Notice shall be deemed sufficiently given if (a)
deposited in the United States Mail, certified mail, return
receipt requested, postage prepaid; or (b) sent by Express
Mail, or other similar overnight service, provided proof of
service is available, addressed to the addresses of the parties
specified as "Addresses for Notices and Payments" in Section
1.11. Any Notice given or served by mail shall be deemed given
or served as of the date of deposit in the mails. Either party
may, by written notice to the other in the manner specified
herein, specify an address within the United States for Notices
in Tieu of the address specified in Section 1.10.
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ARTICLE 19

MISCELLANEOQUS

19.1 WAIVER. Any waiver by Landlord of a breach of a term,
covenant or condition of this Lease by Tenant shall not be
construed as a waiver of a subsequent breach of th same term,
covenant or condition. The consent or approval by Landlord to
anything requiring Landlord's consent or approval shall not be
deemed a waiver of Landlord's right to withhold consent or
approval of any subsequent similar act by .Tenant. The
subsequent acceptance of rental hereunder by Landlord shall not
be deemed to be a waiver of any prior occurring breach of
Tenant of any term, covenant or condition of this Lease, other
than the failure of Tenant to pay the particular rental so
accepted, regardless of Landlord's knowledge of such prior
existing breach at the time of acceptance of such rental. No
breach by Tenant of any term, covenant or condition of this
Lease shall be deemed to have been waived by Landlord unless
the waiver is in writing and is signed by Landlord.

19.2 RIGHTS CUMULATIVE. Except as provided herein to the
contrary, the rights and remedies of Landlord specified in this
Lease shall be cumulative and in addition to any rights and
remedies not specified in this Lease.

19.3 ENTIRE AGREEMENT. It is understood that there are no
oral or written agreements or vrepresentations between the
parties hereto affecting this Lease, and this Lease supersedes
and cancels any and all previous negotiations, arrangements,
representations, brochures, agreements and understandings, if
any, between Landlord and Tenant or displayed by Landlord to
Tenant.

19.4 AMENDMENTS IN WRITING. No provision of this Lease may
be amended except by an agreement in writing signed by both
Landlord and Tenant.

19.5 NO PRINCIPAL-AGENT RELATIONSHIP, Nothing contained in
this Lease shall be construed as creating the relationship of
principal and agent, partnership or Jjoint venture between
Landlord and Tenant.

19.6 LAWS OF CALIFORNIA TO GOVERN. This Lease shall be
governed by and construed in accordance with the Tlaws of the
State of California.

19.7 SEVERABILITY. If any provision of this Lease or the
application of such provision to any person, entity or
circumstance is found invalid or unenforceable by a court of
competent jurisdiction, the determination shall not affect the
other provisions of this Lease and all other provisions of this
Lease shall be deemed valid and enforceable.
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19.8 SUCCESSORS. A11 rights and obligations of Landlord and
Tenant under this Lease shall extend to and bind the respective
heirs, executors, administrators and the permitted successors
and assignees of the parties hereto. If there is more than one
Tenant, each shall be bound jointly and severally by the terms,
covenants and agreements contained in this Lease.

19.9 TIME OF ESSENCE. Except for the delivery of possession
of the Premises to Tenant, time is of the essence with respect
to the performance of all terms and obligations set forth in
this Lease.

19.10 WARRANTY OF AUTHORITY. If Tenant is a corporation or
partnership, each i1ndividual executing this Lease on behalf of
the corporation or partnership represents and warrants that he
or she is duly authorized to execute and deliver this Lease on
behalf of the corporation or partnership and that this Lease is
binding upon the corporation or partnership. If Tenant is a
corporation, the persons executing this Lease on behalf of
Tenant hereby covenant and warrant that (a) Tenant is a duly
qualified corporation and all steps have been taken prior to
the date hereof to qualify Tenant to do business in the State
of California; (b) all franchise and corporate taxes have been
paid to date; and (c) all future forms, reports, fees and other
documents necessary to comply with applicable laws will be
filed when due.

19.11 WAIVER OF RIGHTS OF REDEMPTION. Tenant waives any and
all rights of redemption granted under any present and future
laws in the event Landlord obtains the right to possession of
the Premises by reason of the violation by Tenant of any of the
covenants and conditions of this Lease or otherwise.

19.12 BROKERS. Tenant represents and warrants that it has not
had any dealings with any realtors, brokers or agents in
connection with the negotiation of this Lease and agrees to pay
any realtors, brokers or agents and to hold Landlord harmless
from Tenant's failure to pay any realtors, brokers or agents
and from any cost, expense or 1liability for any compensation,
commission or charges claimed by any other realtors, brokers or
agents claiming by, through or on behalf of Tenant with respect
to this Lease and/or the negotiation hereof.

19.13 RECORDING. Tenant shall not record this Lease or any
short form memorandum of this Lease. Upon the expiration or
earlier termination of this Lease for any reason, Tenant,
within three days following the date of request by Landlord,
shall deliver to Landlord a quitclaim deed conveying to
Landlord any and all interest Tenant may have under this Lease.

19.14 TRANSFER OF LANDLORD'S INTEREST. Should Landlord sell,
exchange or assign this Lease (other than a conditional
assignment as security for a loan), then Landlord, as transfer
or, shall be relieved of any and all obligations on the part of
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Landlord ac¢ruing under this Lease from and after the date of
the transfer. No holder of a mortgage or a deed of trust to
which this Lease 1is subordinate shall be responsible in
connection with the Security Deposit unless the mortgagee or
holder of a deed of trust actually receives the Security
Deposit.

19.15 INTEREST ON PAST DUE OBLIGATIONS. Unless otherwise
specifically provided in this Lease, any amount due from Tenant
to Landlord under this Lease which is not paid when due, and
any amount due as reimbursement to Landlord for costs incurred
by Landlord in performing obligations of Tenant upon Tenant's
failure to so perform, shall bear interest at the "Interest
Rate" from the date of delinquency to and including the date of
payment. The term "Interest Rate", as used in this Lease,
shall mean the rate per annum equal to the reference rate of
the Bank of American National Trust and Savings Association
from time to time 1in effect plus two percent. During the
period of any delinquency, the Interest Rate shall be adjusted
quarterly. In no event shall the rate of interest hereunder be
greater than the highest rate then allowable by law.

19.16 ACCESS BY LANDLORD. Landlord and Landlord's agents,
contractors, servants and employees shall have the right to
enter the Premises at all reasonable times (a) to examine the
Premises or for the purpose of performing any obligation of
Landlord or exercising any right or remedy reserved to landlord
in this Lease; (b) to exhibit the Premises to prospective
buyers; (c) to make such repairs, alterations, improvements or
additions as Landlord may deem necessary or desirable; and (d)
to take all materials into and upon the Premises that may be
required 1in connection with such vrepairs, alterations,
improvements or additions without the same constituting a
constructive or actual eviction of Tenant, in whole or in part,
and the Rental and Additional Rental shall not abate while such
repairs, alterations, improvements or additions are being
made. If, during the last month of the Term, Tenant shall have
removed all or substantially all of Tenant's property
therefrom, Landlord may immediately enter, alter and renovate
the Premises without elimination or abatement of Rental and
Additional Rental and without other compensation, and such
action shall have no effect upon this Lease. Nothing contained
herein, however, shall be deemed or construed to impose upon
Landlord any obligation, responsibility or liability whatsoever
for the care, supervision or repair of the Premises except as
otherwise provided in this Lease.

19.17 INDEX.

Wherever in this Lease there is a reference to the
"Index", such reference shall refer to the following:

(a) The "Index", as used in this Lease, shall be deemed
to mean the United States Department of Labor, Bureau of Labor
Statistics Consumer Price Index for Urban Wage Earners and
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Clerical Workers, Los Angeles-Anaheim-Riverside Average,
Subgroup "A11 items", (1982/84=100) ("Index"). If at any time
there shall not exist the Index in the format recited herein,
Landlord shall substitute any official index published by the
Bureau of Labor Statistics or successor or similar governmental
agency as may then be in existence and which shall, in
Landlord's opinion, be most nearly equivalent thereto.

(b) The sum to be increased in accordance with the
provisions of the Index shall be increased using the following
formula: Such sum shall be increased by a percentage equal to
the percentage increase, if any, in the Index published for the
Comparison Month over the Index published for the Base Month;
provided, however, in no event shall said sum be less than that
which was due immediately preceding the date of adjustment.

19.18 INDEPENDENT CONTRACTORS. Whenever in this Lease it
provides that Landlord shall perform certain work or services,
Landlord shall be entitled to contract with an independent
contractor to perform said work or services or may provide the
services itself.

19.19 PERSONAL PROPERTY AND ALTERATIONS. Upon the expiration
or earlier termination of the Term, Landlord shall have the
option to (a) take exclusive possession of and title to
Tenant's fixtures, furniture, equipment, signs, additions and
Improvements to the extend any of these items are affixed to
the Premises; or (b) require Tenant to remove same, at its sole
cost and expense, and immediately repair any damage occasioned
to the Premises by reason of such removal so as to leave the
Premises in a neat an clean condition.
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19.20 FORCE MAJEURE. Any prevention, delay or stoppage due to
strikes, Jlockouts, labor disputes, acts of God, inability to
obtain labor or materials or reasonable substitutes therefor,
governmental restrictions, governmental regulations,
governmental <controls, judicial orders, enemy or hostile
governmental action, civil commotion, fire or other casualty,
and

IN WITNESS WHEREOF, THE PARTIES HAVE EXECUTED THE FOREGOING
LEASE ON THE DAY AND YEAR FIRST ABOVE WRITTEN IN PARA 1.1.-

ATTEST:

Aislfpr) D

Approved as to form:
/ MF}Q(/['/
VA {

6900G/1967A
03/14/91
05/21/91
05/22/91
06/05/91
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EXHIBIT A
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EXHIBIT "B"

DESCRIPTION OF LEASEHOLD

A four bedroom, 1,414 sq.ft. residential structure

located at: 3001 W. Fifth Street

Santa Ana, CA 92703

Legal description: S10, TR50005.R10, APN 198-291-05





