CITY COUNCIL APRIL 09, 2013
PLANNING AGENCY 7:00 PM
REGULAR
MEETING
AGENDA
Barbara D. Kogerman, Mayor
Andrew Blount, Mayor Pro Tempore Melody Carruth, Council Member
Randal Bressette, Council Member Dore J. Gilbert, M.D., Council Member

Location: City Council Chamber, 24035 El Toro Road, Laguna Hills, California 92653

Any person wishing to address the City Council/Planning Agency on any matter, whether or not it appears
on this Agenda, is asked to complete a pink “Request to Speak” form available on the table at the back of
the Chamber. The completed form is to be submitted to the City Clerk prior to an individual being heard by
the City Council/Planning Agency. Completion of the form is voluntary. All persons may attend the
meeting regardless of whether this form is completed.

Members of the public wishing to address the City Council can do so during the Public Comments portion
of the Agenda with a time limitation of three minutes per person, an overall time limit of ten minutes for any
one subject, and a total time limit of thirty minutes for Public Comments. If you are commenting on an
Agenda item, your comments will be heard at the time that item is scheduled on the Agenda. If you are
addressing the City Council on an item not listed on the Agenda, the City Council is prohibited by law from
discussing or taking any action on that item.

CALL TO ORDER
Resolution No. 96-04-09-1 established rules of decorum for public meetings held
by the City of Laguna Hills. Resolution No. 96-04-09-1 is available on the table
at the back of the City Council Chamber.

PLEDGE OF ALLEGIANCE: MAYOR PRO TEMPORE BLOUNT

ROLL CALL OF CITY COUNCIL MEMBERS

1. PRESENTATIONS AND PROCLAMATIONS

1.1 LAGUNA HILLS HIGH SCHOOL STUDENT LIAISON
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RECOMMENDATION: THAT THE CITY COUNCIL RECEIVE AN ORAL
REPORT FROM LAGUNA HILLS HIGH SCHOOL LIAISON AMANDA JAFFE.

2. PUBLIC COMMENTS

This is the time to address the City Council on any matter not listed on this
Agenda that is within the subject matter jurisdiction of the City Council. Public
Comments are limited to three minutes per person, an overall time limit of ten
minutes for any one subject, and a total time limit of thirty minutes.

3. MINUTES
3.1 REGULAR MEETING, MARCH 26, 2013

RECOMMENDATION: THAT THE CITY COUNCIL APPROVE THE MINUTES
OF THE MARCH 26, 2013, REGULAR MEETING.

4, CONSENT CALENDAR

All matters listed under “CONSENT CALENDAR” are considered to be routine
and will be enacted by one motion approving the recommendation listed on the
Agenda. There will be no separate discussion unless Members of the City
Council or Staff request specific items be removed from the Consent Calendar.

41 WAIVE READING IN FULL OF ALL ORDINANCES AND
RESOLUTIONS ON THE AGENDA

RECOMMENDATION: THAT THE CITY COUNCIL WAIVE READING IN FULL
OF ALL ORDINANCES AND RESOLUTIONS ON THE AGENDA AND
DECLARE THAT SAID TITLES WHICH APPEAR ON THE PUBLIC AGENDA
SHALL BE DETERMINED TO HAVE BEEN READ BY TITLE AND FURTHER
READING WAIVED.

4.2 APPROVAL OF WARRANT REGISTER FOR PERIOD ENDED
APRIL 9, 2013

RECOMMENDATION: THAT THE CITY COUNCIL APPROVE THE WARRANT
REGISTER IN THE AMOUNT OF $137,830.78.

4.3 PROGRESS PAYMENT NO. 24 FOR LA PAZ ROAD WIDENING AT I-5
IMPROVEMENT PROJECT, CIP NO. 159

RECOMMENDATION: THAT THE CITY COUNCIL APPROVE PROGRESS
PAYMENT NO. 24, IN THE NET AMOUNT OF $8,923.79, TO SEMA
CONSTRUCTION, INC., FOR THE LA PAZ ROAD WIDENING AT I-5
IMPROVEMENT PROJECT, CIP NO. 159.
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4.4 APPROVE PROPOSED LEASE AGREEMENT FOR 24031 EL TORO
ROAD, SUITE 200, LAGUNA HILLS, CALIFORNIA

RECOMMENDATION: THAT THE CITY COUNCIL APPROVE THE
PROPOSED LEASE FOR 24031 EL TORO ROAD, SUITE 200, LAGUNA
HILLS, CALIFORNIA, WITH VILMA M. AARONS AND GENEVIEVE WALLS
AND AUTHORIZE THE CITY MANAGER TO EXECUTE LEASE DOCUMENTS.

ITEMS REMOVED FROM THE CONSENT CALENDAR

5.

PLANNING AGENCY
5.1 ROLL CALL OF PLANNING AGENCY MEMBERS
5.2 PUBLIC COMMENTS
This is the time to address the Planning Agency on any matter not listed on this
Agenda that is within the subject matter jurisdiction of the Planning Agency.
Public Comments are limited to three minutes per person, an overall time limit of
ten minutes for any one subject, and a total time limit of thirty minutes.
5.3 MINUTES

5.3.1. REGULAR MEETING, MARCH 26, 2013

RECOMMENDATION: THAT THE PLANNING AGENCY APPROVE THE
MINUTES OF THE MARCH 26, 2013, REGULAR MEETING.

5.4 PLANNING AGENCY PUBLIC HEARINGS

PLANNING AGENCY ADJOURNMENT

6.

7.

CITY COUNCIL PUBLIC HEARINGS
ADMINISTRATIVE REPORTS
7.1 City Manager
7.2 Assistant City Manager
7.21  EXPANSION OF THE USE OF SOCIAL MEDIA
RECOMMENDATION: THAT THE CITY COUNCIL DIRECT STAFF TO

PROCEED WITH THE DEVELOPMENT OF A MOBILE APPLICATION AND
THE ESTABLISHMENT OF SPECIAL EVENT FACEBOOK PAGES.
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7.3 Community Development Director

731 ESTIMATE OF COSTS ASSOCIATED WITH THE
FORMATION OF A PLANNING COMMISSION.

RECOMMENDATION: THAT THE CITY COUNCIL RECEIVE AND FILE THE
REPORT.

7.4 Deputy City Manager/Community Services

741 2013 MEMORIAL DAY HALF MARATHON, 10K AND 5K

EVENT
RECOMMENDATION: THAT THE CITY COUNCIL RECEIVE AND FILE THE
REPORT.
8. MATTERS AGENDIZED AND PRESENTED BY CITY COUNCIL MEMBERS
AND MAYOR
9. CITY COUNCIL MEMBER COMMENTS

10. CLOSED SESSION

ADJOURNMENT

To Tuesday, April 16, 2013, at 6:00 PM, in the City Council Chamber, located at 24305 El
Toro Road, Laguna Hills, California, for the purpose of conducting a Budget Strategy
Study Session regarding the City’'s FY 2013-2015 Budget. The next Regular Meeting of
the City Council will be April 23, 2013, at 7:00 PM, in the City Council Chamber, located at
24035 El Toro Road, Laguna Hills, California.

CERTIFICATION
I, PEGGY J. JOHNS, City Clerk of the City of Laguna Hills, do hereby certify that a copy of

the foregoing Agenda was posted at Laguna Hills City Hall, Laguna Hills Community
Center, and La Paz Center by April 5, 2013, at 5:00PM.

&g/% : April 5, 2013
PEGAEY!JV JOHNS, CITY CLERK DATE

In compliance with the Americans with Disabilities Act, if you need special
assistance to participate in this meeting, you should contact the office of the City
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Clerk at (949) 707-2635. Notification 48 hours prior to the meeting will enable the
City to make reasonable arrangements to assure accessibility to this meeting.

Materials related to an item on this Agenda submitted to the City Council after
distribution of the agenda packet are available for public inspection in the City
Clerk’s Office at 24035 El Toro Road, Laguna Hills, California, during normal
business hours.

City Council Members receive no additional compensation or stipend as a result of
simultaneously convening meetings of the Laguna Hills Planning Agency.






CITY OF LAGUNA HILLS, CALIFORNIA
CITY COUNCIL/PLANNING AGENCY REGULAR MEETING
MINUTES
MARCH 26, 2013

CALL TO ORDER

Mayor Kogerman called the Regular Meeting of the City Council of the City of
Laguna Hills, California, to order at 7:00 PM in the Laguna Hills City Council
Chamber, 24305 EIl Toro Road, Laguna Hills.

PLEDGE OF ALLEGIANCE: Council Member Bressette
ROLL CALL OF CITY COUNCIL MEMBERS

Present: Mayor Kogerman, Mayor Pro Tempore Blount, Council Member Bressette,
Council Member Carruth, and Council Member Gilbert

PRESENTATIONS AND PROCLAMATIONS
1.1 LAGUNA HILLS HIGH SCHOOL STUDENT LIAISON

THE CITY COUNCIL RECEIVED AN ORAL REPORT FROM LAGUNA
HILLS HIGH SCHOOL LIAISON AMANDA JAFFE.

1.2  OATH OF OFFICE FOR PARKS AND RECREATION COMMISSIONER

MAYOR KOGERMAN PRESENTED THE CERTIFICATE OF
APPOINTMENT TO PARKS AND RECREATION COMMISSIONER CHRIS
MACKEY.

1.3 PRESENTATION FROM ORANGE COUNTY VECTOR CONTROL
DISTRICT

THE CITY COUNCIL RECEIVED A PRESENTATION FROM THE ORANGE
COUNTY VECTOR CONTROL DISTRICT.

PUBLIC COMMENTS
NOISE LEVELS

Valerie Tasted, Laguna Hills, had concerns regarding noise levels coming from a
medical/dental building close to her residence.

LAGUNA HILLS HOT LINE

Meg Gorham, Laguna Hills, requested that the City consider creating a telephone
“hot line” where residents could report City maintenance issues.

4/9/2013 ITEM NO. 3.1
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3. MINUTES
3.1 REGULAR MEETING, MARCH 12, 2013

MOTION TO APPROVE THE MINUTES OF THE MARCH 12, 2013, REGULAR
MEETING, BY M/COUNCIL MEMBER GILBERT, S/COUNCIL MEMBER
CARRUTH.

APPROVED BY A VOTE OF 5-0.

4, CONSENT CALENDAR

MOTION TO APPROVE THE CONSENT CALENDAR, BY M/COUNCIL MEMBER
BRESSETTE, S/COUNCIL MEMBER CARRUTH, WITH COUNCIL MEMBER
BRESSETTE REMOVING ITEM NO. 4.5.

APPROVED BY A VOTE OF 5-0.

4.1 WAIVE READING IN FULL OF ALL ORDINANCES AND RESOLUTIONS
ON THE AGENDA

THE CITY COUNCIL WAIVED READING IN FULL OF ALL ORDINANCES
AND RESOLUTIONS ON THE AGENDA AND DECLARED THAT SAID
TITLES WHICH APPEAR ON THE PUBLIC AGENDA SHALL BE
DETERMINED TO HAVE BEEN READY BY TITLE AND FURTHER
READING WAIVED.

4.2 APPROVAL OF WARRANT REGISTER FOR PERIOD ENDED MARCH 26,
2013.

THE CITY COUNCIL APPROVED THE WARRANT REGISTER IN THE
AMOUNT OF $935,305.38.

4.3 CONTRACT WITH ALISO MEADOWS CONDOMINIUM ASSOCIATION
REGARDING COMMUNITY DEVELOPMENT BLOCK GRANT FUNDS FOR
FISCAL YEAR 2012-2013

THE CITY COUNCIL APPROVED A CONTRACT WITH THE ALISO
MEADOWS CONDOMINIUM  ASSOCIATION FOR COMMUNITY
DEVELOPMENT BLOCK GRANT (CDBG) FUNDS FOR THE 2012-2013
FISCAL YEAR AND AUTHORIZED THE CITY MANAGER EXECUTE THE
CONTRACT.

44 PROGRESS PAYMENT NO. 3 FOR COMMUNITY CENTER BUILDING
REFURBISHMENT, CIP NO. 513A

THE CITY COUNCIL APPROVED PROGRESS PAYMENT NO. 3, IN THE

NET AMOUNT OF $39,347.76, TO N.S. CONSTRUCTION & PAINTING,
FOR COMMUNITY CENTER BUILDING REFURBISHMENT, CIP NO. 513A.

4/9/2013 ITEM NO. 3.1
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46 2012 GENERAL PLAN ANNUAL REPORT

THE CITY COUNCIL RECEIVED THE REPORT AND DIRECTED STAFF TO
FORWARD THE 2012 GENERAL PLAN ANNUAL REPORT AND ANNUAL
ELEMENT REPORT - HOUSING ELEMENT IMPLEMENTATION, TO THE
STATE OF CALIFORNIA.

4.7 2013-2015 CITY COUNCIL BIENNIAL BUDGET WORKSHOPS

THE CITY COUNCIL CANCELED THE PROPOSED APRIL 2, 2013,
BUDGET STUDY SESSION WORKSHOP.

48 AWARD OF CONTRACT FOR CIVIC CENTER IMPROVEMENTS -
CARPETING & FLOORING

THE CITY COUNCIL AWARDED THE CONTRACT FOR CIVIC CENTER
IMPROVEMENTS — CARPETING & FLOORING TO THE APPARENT LOW
BIDDER, G&S CARPET MILLS, INC., IN THE LOW BID AMOUNT OF
$78,214.21, AND AUTHORIZED THE MAYOR TO SIGN AND THE CITY
CLERK TO ATTEST TO THE CONTRACT DOCUMENTS.

49 AWARD OF CONTRACT FOR CIVIC CENTER SUITE 100B
IMPROVEMENTS

THE CITY COUNCIL AWARDED THE CONTRACT FOR CIVIC CENTER
SUITE 100B IMPROVEMENTS TO THE APPARENT LOW BIDDER,
INNOVATIVE BUILDERS & DESIGN, IN THE LOW BID AMOUNT OF
$35,797.50, AND AUTHORIZED THE MAYOR TO SIGN AND THE CITY
CLERK TO ATTEST TO THE CONTRACT DOCUMENTS.

410 AWARD OF CONTRACT FOR CIVIC CENTER IMPROVEMENTS -
PAINTING

THE CITY COUNCIL AWARDED THE CONTRACT FOR CIVIC CENTER
IMPROVEMENTS — PAINTING TO THE APPARENT LOW BIDDER, U.S.
NATIONAL CORPORATION, IN THE LOW BID AMOUNT OF $14,925.00,
AND AUTHORIZED THE MAYOR TO SIGN AND THE CITY CLERK TO
ATTEST TO THE CONTRACT DOCUMENTS.

ITEMS REMOVED FROM THE CONSENT CALENDAR

4.5 SECOND READING AND ADOPTION OF AN ORDINANCE ENTITLED: AN
ORDINANCE OF THE CITY OF LAGUNA HILLS, CALIFORNIA,
AMENDING AND RESTATING SECTIONS 2-04.010 AND 2-04.020 OF
CHAPTER 2-04 OF TITLE 2 OF THE LAGUNA HILLS MUNICIPAL CODE
ESTABLISHING THE DATES, TIMES AND LOCATION OF CITY COUNCIL
REGULAR MEETINGS

4/9/2013 ITEM NO. 3.1
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Council Member Bressette indicated that he removed this item from the Consent
Calendar in order to vote no on the adoption of the Ordinance.

THE CITY COUNCIL ADOPTED ORDINANCE NO. 2013-1, AN ORDINANCE OF
THE CITY OF LAGUNA HILLS, CALIFORNIA, AMENDING AND RESTATING
SECTIONS 2-04.010 AND 2-04.020 OF CHAPTER 2-04 OF TITLE 2 OF THE
LAGUNA HILLS MUNICIPAL CODE ESTABLISHING THE DATES, TIMES AND
LOCATION OF CITY COUNCIL REGULAR MEETINGS, BY M/COUNCIL
MEMBER CARRUTH, S/ICOUNCIL MEMBER GILBERT.

APPROVED BY A VOTE OF 4-1 (COUNCIL MEMBER BRESSETTE VOTING
NO).

5. PLANNING AGENCY

Mayor Kogerman recessed the City Council meeting and acting in the capacity of
Chair, called the regular meeting of the Planning Agency of the City of Laguna Hills,
California to order at 7:32 PM.

5.1 ROLL CALL OF PLANNING AGENCY MEMBERS

Present. Chair Kogerman, Vice Chair Blount, Agency Member Bressette, Agency
Member Carruth, and Agency Member Gilbert.

52 PUBLIC COMMENTS
There were no Public Comments.
5.3 MINUTES
5.3.1 REGULAR MEETING, MARCH 12, 2013

MOTION TO APPROVE THE MINUTES OF THE MARCH 12, 2013, REGULAR
MEETING, BY M/AGENCY MEMBER CARRUTH, S/AGENCY MEMBER
GILBERT.

APPROVED BY A VOTE OF 5-0.

54 PLANNING AGENCY PUBLIC HEARINGS

5.4.1 TENTATIVE PARCEL MAP & VARIANCE NO. 11-12-2428, A
REQUEST TO SUBDIVIDE THE CABOT TOWN CENTER
PROPERTY INTO FOUR PARCELS AT 25214-25272 CABOT ROAD
IN THE (FC) FREEWAY COMMERCIAL ZONING DISTRICT.

THE PLANNING AGENCY CONTINUED THE PUBLIC HEARING FOR
TENTATIVE PARCEL MAP/VARIANCE NO. 11-12-2428 TO A DATE
UNCERTAIN, BY M/AGENCY MEMBER CARRUTH, S/AGENCY MEMBER
BRESSETTE.

APPROVED BY A VOTE OF 5-0.

4/9/2013 ITEM NO. 3.1
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PLANNING AGENCY ADJOURNMENT

Mayor Kogerman reconvened the City Council meeting at 7:33 PM. All Council
Members were present.

6. CITY COUNCIL PUBLIC HEARINGS
There were no City Council Public Hearings.
7. ADMINISTRATIVE REPORTS
7.1 City Manager
The City Manager made no reports.

8. MATTERS AGENDIZED AND PRESENTED BY CITY COUNCIL MEMBERS AND
MAYOR

8.1 COUNCIL MEMBER CARRUTH
8.1.1 SAN ONOFRE NUCLEAR GENERATING STATION
THERE WAS NO ACTION TAKEN ON THIS ITEM.

8.2 MAYOR KOGERMAN

8.2.1 PROPOSED REVISION OF THE CONSTITUTION AND TIMING OF
MEETINGS OF THE PLANNING AGENCY/COMMISSION

Len Herman, Laguna Hills, spoke in favor of the proposed revision of the
constitution and timing of meetings of the Planning Agency/Commission.

THE CITY COUNCIL DIRECTED STAFF TO RETURN WITH A REPORT
CONTAINING AN ESTIMATE OF ASSOCIATED COSTS OF ESTABLISHING
AND MAINTAINING AN INDEPENDENT PLANNING COMMISSION, BY
M/MAYOR PRO TEMPORE BLOUNT, S/COUNCIL MEMBER GILBERT.
APPROVED BY A VOTE OF 3-2 (COUNCIL MEMBERS BRESSETTE AND
CARRUTH VOTING NO).

9. CITY COUNCIL MEMBER COMMENTS
COUNCIL MEMBER BRESSETTE

Council Member Bressette indicated that there was a kitchen fire last week in the
City that displaced eight residents, and reported that the Orange County Fire
Authority website contained safety guidelines helpful to residents.

COUNCIL MEMBER GILBERT

Council Member Gilbert indicated that he attended the Orange County Fire Authority
meeting last week and discovered that battery or hard-wired smoke detectors were

4/9/2013 ITEM NO. 3.1



e —
City of Laguna Hills City Council / Planning Agency March 26, 2013

Regular Meeting Minutes
only good for ten years.

COUNCIL MEMBER CARRUTH

Council Member Carruth spoke on safety issues at the San Onofre Nuclear
Generating Station.

MAYOR KOGERMAN

Mayor Kogerman indicated that the City Council had received a new police report
that Lieutenant Behrens would produce on a monthly basis.

Mayor Kogerman thanked City Clerk Johns for the new City Council Member
handbooks.

Mayor Kogerman indicated that “Meet the Mayor” Saturday sessions would be
moving to Solomon’s Bakery the first Saturday of April.

Mayor Kogerman indicated that she had been “Principal of the Day” at Laguna Hills
High School and reported that the Laguna Hills High School Student Resource
Deputy Gunsolley was doing a great job.

Mayor Kogerman thanked Council Member Carruth for her help in presenting the
Eagle Scout Certificates issued by the City.

Mayor Kogerman reported that she met with the South Orange County Mayors and
learned about the problems among south Orange County youth’s misuse of
prescription drugs.

Mayor Kogerman reported that she attended Orange County Forum’s Annual State
of the County presentation.

Mayor Kogerman reported that she attended the Medal of Valor Luncheon on
Tuesday, March 26, 2013.

CONTINUED PUBLIC COMMENTS

Frank Mairjahangir, had concerns regarding the contract with Aliso Meadows
Condominium Association regarding Community Development Block Grant funds for
fiscal year 2012-2013.

10. CLOSED SESSION

Mayor Kogerman recessed the meeting into Closed Session at 9:10 PM.

4/9/2013 ITEM NO. 3.1
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10.1 CONFERENCE WITH REAL PROPERTY NEGOTIATORS

Pursuant to Government Code Section 54956.8

Property: 24031 El Toro Road, Suite 200, Laguna Hills
Agency Negotiator: Bruce Channing, City Manager, and Don White,
Assistant City Manager

Negotiating Parties: City of Laguna Hills and Eric Tse, Zuvich Corporate
Advisors, Inc., on behalf of Vilma Aarons, Attorneys at
Law

Under Negotiation: Price and Terms of Lease Payment

Mayor Kogerman reconvened the meeting at 9:20 PM. All Council Members were
present.

City Attorney Simonian indicated that no reportable action was taken by the City
Council in Closed Session.

ADJOURNMENT

There being no further business before the City Council at this session. Mayor
Kogerman declared the meeting adjourned at 9:21 PM.

PEGGY J. JOHNS, CITY CLERK

ATTEST:

BARBARA D. KOGERMAN, MAYOR

APPROVED AT MEETING OF

4/9/2013 ITEM NO. 3.1
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City of Laguna Hills
City Council Meeting Agenda

Staff Report
DATE: APRIL 09, 2013
TO: MAYOR AND COUNCIL MEMBERS
FROM: DONALD J. WHITE, ASSISTANT CITY MANAGER
ISSUE: APPROVAL OF WARRANT REGISTER FOR PERIOD ENDED

APRIL 09, 2013.

RECOMMENDATION: THAT THE CITY COUNCIL APPROVE THE WARRANT
REGISTER IN THE AMOUNT OF $137,830.78.

SUMMARY:

In accordance with Government Code Section 37202, the attached Warrant Register
reflects the disbursements of the City of Laguna Hills for the period reported thereon. The
Assistant City Manager certifies and attests to its accuracy and the availability of funds for
the payment thereof. These warrants are hereby submitted to the City Council for
approval of payment.

Prepared by:

JANICE MATEO REYES
Finance Manager

d-)-13

DATE

DO J. WHITE
Assistant City Manager

FISCAL IMPACT:
The warrant register total is $137,830.78.
ATTACHMENTS:

1. Warrant Register

4/9/2013 ITEM NO. 4.2
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City of Laguna Hills
City Council Meeting Agenda
Staff Report

DATE: APRILY, 2013
TO: MAYOR AND COUNCIL MEMBERS

FROM: KENNETH H. ROSENFIELD
DIRECTOR OF PUBLIC SERVICES/CITY ENGINEER

ISSUE: PROGRESS PAYMENT NO. 24 FOR LA PAZ ROAD WIDENING AT I-5
IMPROVEMENT PROJECT, CIP NO. 159

RECOMMENDATION: THAT THE CITY COUNCIL APPROVE PROGRESS
PAYMENT NO. 24, IN THE NET AMOUNT OF $8,923.79, TO SEMA CONSTRUCTION,
INC., FOR THE LA PAZ ROAD WIDENING AT I-5 IMPROVEMENT PROJECT, CIP
NO. 159.

SUMMARY:

Work on the La Paz Road Widening at |-5 Improvement Project, CIP No. 159, began on
April 7, 2011, and is being performed by SEMA Construction, Inc. The construction
portion of the work has been substantially completed. Work performed in February 2013,
included plant establishment and irrigation. The contractor has submitted the twenty-
fourth progress payment request for approval.

BACKGROUND:

A routine monthly action for capital improvement projects is the submission, review, and
approval of the contractor's invoice. Procedurally, field staff verifies the contractor’s
quantities and matches them with the submitted invoice. The unit prices and total costs of
the project are confirmed by the office staff and a progress payment is then processed. A
ten (10) percent retention is withheld from each payment to assure final performance of
the work. The contractor for the project, SEMA Construction, Inc., has submitted the
twenty-fourth progress payment for the subject project as follows:

ITEM # DESCRIPTION QUANTITY UNIT $ AMOUNT
60 Plant Establishment .08 LS $ 20,200.00 $ 1,616.00
62 Irrigation System .047 LS $176,581.34 $ 8,299.33
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Progress Payment No. 24, CIP No. 159
Page 2

April 9, 2013

Total To Date

$4,774,353.24
Less Prior Billing

$4.764,437.91
Total This Period $ 9,915.33 $ 9,915.33
Less 10% Retention 3 991.54)
$ 8,923.79

FISCAL IMPACT:

The progress payment is within the Capital Improvement Program Budget for the La Paz
Road Widening at I-5 Improvement Project, CIP No. 159.
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City of Laguna Hills
City Council Meeting Agenda

Staff Report
DATE: APRIL 9, 2013
TO: MAYOR AND COUNCIL MEMBERS
FROM: DONALD J. WHITE
ASSISTANT CITY MANAGER

ISSUE: APPROVE PROPOSED LEASE AGREEMENT FOR 24031 EL TORO ROAD,
SUITE 200, LAGUNA HILLS, CALIFORNIA

RECOMMENDATION: THAT THE CITY COUNCIL APPROVE THE PROPOSED
LEASE FOR 24031 EL TORO ROAD, SUITE 200, LAGUNA HILLS, CALIFORNIA, WITH
VILMA M. AARONS AND GENEVIEVE WALLS AND AUTHORIZE THE CITY
MANAGER TO EXECUTE LEASE DOCUMENTS.

SUMMARY:

Staff has negotiated a three year lease for Suite 200 with the law firm of Vilma Aarons.
This firm has been a long time tenant at the Taj Majal building in Laguna Hills. Their lease
in that building was not renewed by the property owner since they are converting the
building exclusively for medical tenants. The lease requires the City to build out Suite 200
(see exhibit A to the attached lease). The total upfront capital costs to the City, inclusive
of tenant improvements and leasing commissions is $51,108. The start date for the lease
is June 1, 2013 and includes a two year option for the tenant. The tenant has signed the
lease and staff is recommending that the City Council authorize the City Manager to
execute the lease on behalf of the City.

FISCAL IMPACT:

This lease will generate $100,500 in rental income over a three year period.

ATTACHMENTS:

e |Lease for 24031 El Toro Road, Suite 200, Laguna Hills, California.
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AIR COMMERCIAL REAL ESTATE ASSOCIATION

1. Basic Provisions ("Baslc Provisions™).
1.1 Partles: This Lease ("Lease"), dated for reference purposes only April 9, 2013 ,

is made by and between The City of Laguna Hills

("Lessor”)
and Vilma M. Rarons an individual and Genevieve Walls, an individual

("Lessee"),
(collectively the "Parties”, or individually a "Party”).

1.2(a) Premises: That certain portion of the Project (as defined beiow), known as Suite Numbers(s) 200 ,

2nd floor(s), consisting of approximately 1, 551 rentable square feet and approximately 1, 310
useable square feet("Premises™). The Premises are located at: 24031 E1 Toro Road R
in the City of Laguna Hills . County of Orange .
State of California , with zip code 92654 In addition to Lessee's rights to use and occupy the

Premises as hereinafter specified, Lessee shaii have non-exclusive rights to the Common Areas (as defined in Paragraph 2.7 beiow) as hereinafter
specified, but shall not have any rights to the roof, the exterior walls, the area above the dropped ceilings, or the utility raceways of the building
containing the Premises ("Bullding”) or to any other buildings in the Project. The Premises, the Building, the Common Areas, the land upon which
they are located, along with ail other buildings and improvements thereon, are herein coliectively referred to as the "Project." The Project consists of
approxi ly 51,943 rentable square feet. (See aiso Paragraph 2)

1.2(b) Parking: 4/1000 unreserved and N/A reserved vehicie parking spaces at a monthly cost of
$N/A per unreserved space and $N/2A per reserved space. (See Paragraph 2.6)

1.3 Term: Three (3) years and N/A months ("Original Term")
commencing June 1, 2013 ("C t Date”) and ending May 31, 2016
("Explratlon Date"). (See also Paragraph 3)

14 Early P i if the Premi are available Lessee may have non-exclusive possession of the Premises commencing
N/A ("Early P ion Date"). (See also Paragraphs 3.2 and 3.3)
15 Base Rent: $2, 714.25 per month ("Base Rent)", payable on the First day of each month

commencing June 1, 2013 . (See also Paragraph 4)

M I this box is checked, there are provisions in this Lease for the Base Rent to be adjusted. See Paragraph- Acaonaum

1.6 Lessee's Share of Operating Expense increase: 2. 99% percent (2. 99%) ("Lessee's
Share"). in the event that that size of the Premises and/or the Project are modified during the term of this Lease, Lessor shail recaicuiate Lessee's
Share to reflect such modification.

1.7 Base Rent and Other Monies Paid Upon Execution:
(a) Base Rent: $2,714.25 for the period June 1-30, 2013
(b) Security Deposit: $2, 869. 35 ("Security Deposit”). (See also Paragraph 5)
(c) Parking: $N/A for the period N/A
(d) Other: $N/A for
(e) Total Due Upon Execution of this Lease: $5, 583. 60
1.8 Agreed Use: General Office, Law Firm

(See aiso Paragraph 6)
1.9 Base Year; Insuring Party. The Base Yearis 2013 - Lessor is the "insuring Party”. (See aiso Paragraphs 4.2 and 8)

1.10 Real Estate Brokers: (See aiso Paragraph 15)
(a) Representation: The foliowing reai estate brokers ( the "Brokers") and brokerage relationships exist in this transaction (check
appiicable boxes):
Exxex Realty Management, Inc. represents Lessor exclusively ("Lessor's Broker”);
M Zuvich Corporate Advisors, Inc. represents Lessee exclusively ("Lessee's Broker”); or
0O represents both Lessor and Lessee ("Dual Agency”).
(b) Payment to Brokers: Upon execution and delivery of this Lease by both Parties, Lessor shail pay to the Brokers for the brokerage

services rendered by the Brokers the fee agreed to in te-inthe-attached a separate written agreement. et hag is-atackedthe-surm-of

OF-

8%-of-the-tetal-Base-Rent ble-for-the-Original-T the-cum-of. oF of-the-total Bace
tHE-tear8ase-r pay ¥ ) g ~OF

Rent ble-durina-anrv-period-of time-that-the-l-ecse6-o ias-the-R i b +io-tho-Orginal-Term—andiorthe-sum-of
t+-pay g-aRy-p HRE B ) AR g FA-af

9 _afth, h ico-inthe-eventthat-the-Lasseo-or affiliated-with-L acauires-§i Lassor-anv-riahts-te-the-P
\ A8t yoRe-a ¥ | y-RGRS

-OF 7Ot thE-PUrer P to-the-r

1.1 Guarantor. The obiigations of the Lessee under this Lease shali be guaranteed by

("Guarantor”). (See aiso Paragraph 37)

192 Business Hours for the Bullding: 7: 00 a.m.to 6: 00 p.m., Mondays through Fridays (except Building Holidays) and
8:00 am.to 2:00 p.m. on Saturdays (except Building Holidays). "Building Holidays" shall mean the dates of observation of New
Year's Day, President's Day, Memorial Day, independence Day, Labor Day, Thanksgiving Day, Christmas Day, and N/A

PAGE 1 OF 14
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1.13 Lessor Suppiied Services. Notwithstanding the provisions of Paragraph 11.1, Lessor is NOT obligated to provide the following
within the Premises:

[ Janitorial services

[ Electricity
[ Other (specify): N/A

1.14 Attachments. Atftached hereto are the following, all of which constitute a part of this Lease:
M an Addendum consisting of Paragraphs 1 through 7 H

M a piot plan depicting the Premises; (Exnisi "A”)

M a current set of the Rules and Regulations; (Exns: "B )

M a Work Letter; (Exniere "D7)

O ajanitorial schedule;

&1 other (specify): Exhibit "C" Waiver and Release

2. Premises.

21 Letting. Lessor hereby leases to Lessee, and Lessee hereby leases from Lessor, the Premises, for the term, at the rental, and
upon all of the terms, covenants and conditions set forth in this Lease. While the approximate square footage of the Premises may have been used in
the marketing of the Premises for purposes of comparison, the Base Rent stated herein is NOT tied to square footage and is not subject to adjustment
should the actual size be determined to be different. Note: Lessee is advised to verify the actuai size prior to executing this Lease.

22 Conditlon. Lessor shall deliver the Premises to Lessee in a clean condition on the Commencement Date or the Early Possession
Date, whichever first occurs ("Start Date”), and warrants that the existing electrical, plumbing, fire sprinkler, lighting, heating, ventilating and air
conditioning systems ("HVAC"), and all other items which the Lessor is obligated to construct pursuant to the Work Letter attached hereto, if any, other
than those constructed by Lessee, shall be in good operating condition on said date, that the structural elements of the roof, bearing walls and
foundation of the Unit shall be free of material defects, and that the Premises do not contain hazardous levels of any mold or fungi defined as toxic
under applicable state or federal law.

23 Compiiance. Lessor warrants to the best of its knowledge that the improvements comprising the Premises and the Common
Areas comply with the building codes that were in effect at the time that each such improvement, or portion thereof, was constructed, and also with all
applicable laws, covenants or restrictions of record, regulations, and ordinances ("Appiicabie Requirements®) in effect on the Start Date. Said
warranty does not apply to the use to which Lessee will put the Premises, modifications which may be required by the Americans with Disabilities Act or
any similar laws as a result of Lessee's use (see Paragraph 49), or to any Alterations or Utility Installations (as defined in Paragraph 7.3(a)) made or to
be made by Lessee. NOTE: Lessee is responsible for determining whether or not the zoning and other Appiicable Requirements are
appropriate for Lessee’s intended use, and ack ledges that past uses of the Premises may no ionger be aliowed. If the Premises do not
comply with said warranty, Lessor shall, except as otherwise provided, promptly after receipt of written notice from Lessee setting forth with specificity
the nature and extent of such non-compliance, rectify the same. If the Applicable Requirements are hereafter changed so as to require during the term
of this Lease the construction of an addition to or an alteration of the Premises, the remediation of any Hazardous Substance, or the reinforcement or
other physical modification of the Premises (*Capitai Expenditure"), Lessor and Lessee shall allocate the cost of such work as follows:

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

(b) If such Capital Expenditure is not the result of the specific and unigue use of the Premises by Lessee (such as, governmentally
mandated seismic modifications), then Lessor shall pay for such Capital Expenditure and Lessee shall only be obligated to pay, each month during the
remainder of the term of this Lease or any extension thereof, on the date that on which the Base Rent is due, an amount equal to 1/144th of the portion
of such costs reasonably attributable to the Premises. Lessee shall pay Interest on the balance but may prepay its obligation at any time. If, however,
such Capital Expenditure is required during the last 2 years of this Lease or if Lessor reasonably determines that it is not economically feasible to pay
its share thereof, Lessor shall have the option to terminate this Lease upon 90 days prior written notice to Lessee unless Lessee notifies Lessor, in
writing, within 10 days after receipt of Lessor's termination notice that Lessee will pay for such Capital Expenditure. If Lessor does not elect to
terminate, and fails to tender its share of any such Capital Expenditure, Lessee may advance such funds and deduct same, with Interest, from Rent
until Lessor’s share of such costs have been fully paid. If Lessee is unable to finance Lessor's share, or if the balance of the Rent due and payable for
the remainder of this Lease is not sufficient to fully reimburse Lessee on an offset basis, Lessee shall have the right to terminate this Lease upon 30
days written notice to Lessor.

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

24 Acknowiedgements. Lessee acknowledges that: (a) it has been given an opportunity to inspect and measure the Premises, (b)
Lessee has been advised by Lessor and/or Brokers to satisfy itself with respect to the size and condition of the Premises (including but not limited to
the electrical, HVAC and fire sprinkler systems, security, environmental aspects, and compliance with Applicable Reqguirements), and their suitability
for Lessee's intended use, (c) Lessee has made such investigation as it deems necessary with reference to such matters and assumes all responsibility
therefor as the same relate to its occupancy of the Premises, (d) it is not relying on any representation as to the size of the Premises made by Brokers
or Lessor, (e) the square footage of the Premises was not material to Lessee's decision to lease the Premises and pay the Rent stated herein, and (f)
neither Lessor, Lessor's agents, nor Brokers have made any oral or written representations or warranties with respect to said matters other than as set
forth in this Lease. In addition, Lessor acknowledges that: (i) Brokers have made no representations, promises or warranties conceming Lessee's
ability to honor the Lease or suitability to occupy the Premises, and (ii) it is Lessor's sole responsibility to investigate the financial capability and/or
suitability of all proposed tenants.

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

26 Vehicie Parking. So long as Lessee is not in default, and subject to the Rules and Regulations attached hereto, and as

established by Lessor from time to time, Lessee shall be entitied to rent and use the number of parking spaces specified in Paragraph 1.2(b} at the
rental rate applicable from time to time for monthly parking as set by Lessor and/or its licensee.

(a) If Lessee commits, permits or allows any of the prohibited activities described in the Lease or the rules then in effect, then
Lessor shall have the right, without notice, in addition to such other rights and remedies that it may have, to remove or tow away the vehicle involved
and charge the cost to Lessee, which cost shall be immediately payable upon demand by Lessor.

(b) The monthly rent per parking space specified in Paragraph 1.2(b) is subject to change upon 30 days prior written notice to
Lessee. The rent for the parking is payable one month in advance prior to the first day of each calendar month.

27 Common Areas - Definition. The term "Common Areas” is defined as all areas and facilities outside the Premises and within the
exterior boundary line of the Project and interior utility raceways and installations within the Premises that are provided and designated by the Lessor
from time to time for the general nonexclusive use of Lessor, Lessee and other tenants of the Project and their respective employees, suppliers,
shippers, customers, contractors and invitees, including, but not limited to, common entrances, lobbies, corridors, stairwells, public restrooms,
elevators, parking areas, loading and unloading areas, trash areas, roadways, walkways, driveways and landscaped areas.

28 Common Areas - Lessee’s Rights. Lessor grants to Lessee, for the benefit of Lessee and its employees, suppliers, shippers,
contractors, customers and invitees, during the term of this Lease, the nonexclusive right to use, in common with others entitled to such use, the
Common Areas as they exist from time to time, subject to any rights, powers, and privileges reserved by Lessor under the terms hereof or under the
terms of any rules and regulations or restrictions governing the use of the Project. Under no circumstances shall the right herein granted to use the

PAGE 2 OF 14
iNIiTIALS iNITIALS
©1999 - AIR COMMERCIAL REAL ESTATE ASSOCIATION FORM OFG-8-1/10E

4/9/2013 ITEM NO. 4.4



Common Areas be deemed to include the right to store any property, temporarily or permanently, in the Common Areas. Any such storage shall be
permitted only by the prior written consent of Lessor or Lessor's designated agent, which consent may be revoked at any time. in the event that any
unauthorized storage shall occur then Lessor shall have the right, without notice, in addition to such other rights and remedies that it may have, to
remove the property and charge the cost to Lessee, which cost shall be immediately payable upon demand by Lessor.

29 Common Areas - Rules and Reguiations. Lessor or such other person(s) as Lessor may appoint shall have the exclusive control
and management of the Common Areas and shall have the right, from time to time, to adopt, modify, amend and enforce reasonable rules and
regulations ("Rules and Regulations”) for the management, safety, care, and cleanliness of the grounds, the parking and unloading of vehicles and the
preservation of good order, as well as for the convenience of other occupants or tenants of the Building and the Project and their invitees. The Lessee
agrees to abide by and conform to all such Rules and Regulations, and shall use its best efforts to cause its employees, suppliers, shippers, customers,
contractors and invitees to so abide and conform. Lessor shall not be responsible to Lessee for the noncompliance with said Rules and Regulations by
other tenants of the Project.

2.10 Cc on Areas - Chang Lessor shall have the right, in Lessor's sole discretion, from time to time:

(a) To make changes to the Common Areas, including, without limitation, changes in the location, size, shape and number of
the lobbies, windows, stairways, air shafts, elevators, escalators, restrooms, driveways, entrances, parking spaces, parking areas, loading and
unloading areas, ingress, egress, direction of traffic, landscaped areas, walkways and utility raceways;

b To close temporarily any of the Common Areas for maintenance purposes so long as reasonable access to the Premises

remains available;

(c) To designate other land outside the boundaries of the Project to be a part of the Common Areas;
{d) To add additional buildings and improvements to the Common Areas;
(e) To use the Common Areas while engaged in making additional improvements, repairs or alterations to the Project, or any

portion thereof; and
H To do and perform such other acts and make such other changes in, to or with respect to the Common Areas and Project
as Lessor may, in the exercise of sound business judgment, deem to be appropriate.

3. Term.
341 Term. The Commencement Date, Expiration Date and Original Term of this Lease are as specified in Paragraph 1.3,
3.2 Early Possesslon. Any provision herein granting Lessee Early Possession of the Premises is subject to and conditioned upon the

Premises being available for such possession prior to the Commencement Date. Any grant of Early Possession only conveys a non-exclusive right to
occupy the Premises. [f Lessee totally or partially occupies the Premises prior to the Commencement Date, the obligation to pay Base Rent shall be
abated for the period of such Early Possession. All other terms of this Lease (including but not limited to the obligations to pay Lessee's Share of the
Operating Expense Increase) shall be in effect during such period. Any such Early Possession shall not affect the Expiration Date.

33 Delay In Possession. Lessor agrees to use its best commercially reasonable efforts to deliver possession of the Premises to
Lessee by the Commencement Date. If, despite said efforts, Lessor is unable to deliver possession by such date, Lessor shall not be subject to any
liability therefor, nor shall such failure affect the validity of this Lease. Lessee shall not, however, be obligated to pay Rent or perform its other
obligations until Lessor delivers possession of the Premises and any period of rent abatement that Lessee would otherwise have enjoyed shall run from
the date of delivery of possession and continue for a period equal to what Lessee would otherwise have enjoyed under the terms hereof, but minus any
days of defay caused by the acts or omissions of Lessee. If possession is not delivered within 60 days after the Commencement Date, as the same
may be extended under the terms of any Work Letter executed by Parties, Lessee may, at its option, by notice in writing within 10 days after the end of
such 60 day period, cancel this Lease, in which event the Parties shall be discharged from all obligations hereunder. If such written notice is not
received by Lessor within said 10 day period, Lessee’s right to cancel shall terminate. If possession of the Premises is not delivered within 120 days
after the Commencement Date, this Lease shall terminate unless other agreements are reached between Lessor and Lessee, in writing.

34 Lessee Compliance. Lessor shall not be required to deliver possession of the Premises to Lessee until Lessee complies with its
obligation to provide evidence of insurance (Paragraphs 8.2 & 8.3 ar the Addenaum o tnis Lease 8:8). Pending delivery of such evidence, Lessee shall be
required to perform all of its obligations under this Lease from and after the Start Date, including the payment of Rent, notwithstanding Lessor's election
to withhold possession pending receipt of such evidence of insurance. Further, if Lessee is required to perform any other conditions prior to or
concurrent with the Start Date, the Start Date shall occur but Lessor may elect to withhold possession until such conditions are satisfied.

4. Rent.

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

4.2 Operating Expense Increase. Lessee shall pay to Lessor during the term hereof, in addition to the Base Rent, Lessee’s Share of

the amount by which all Operating Expenses for each Comparison Year exceeds the amount of all Operating Expenses for the Base Year, such excess
being hereinafter referred to as the "Operating Expense Increase™, in accordance with the following provisions:

(a) "Base Year" is as specified in Paragraph 1.8.

(b} "Comparison Year" is defined as each calendar year during the term of this Lease subsequent to the Base Year;
provided, however, Lessee shall have no obligation to pay a share of the Operating Expense Increase applicable to the first 12 months of the Lease
Term (other than such as are mandated by a governmental authority, as to which government mandated expenses Lessee shall pay Lessee's Share,
notwithstanding they occur during the first twelve (12) months). Lessee’s Share of the Operating Expense Increase for the first and last Comparison
Years of the Lease Term shall be prorated according to that portion of such Comparison Year as to which Lessee is responsible for a share of such
increase.

(c) The following costs relating to the ownership and operation of the Project, calculated as if the Project was at least 95%
occupied, are defined as "Operating Expenses” :

i Costs relating to the operation, repair, and maintenance in neat, clean, safe, good order and condition, but not
the replacement (see subparagraph (g)), of the following:

{aa) The Common Areas, including their surfaces, coverings, decorative items, carpets, drapes and
window coverings, and including parking areas, loading and unioading areas, trash areas, roadways, sidewalks, walkways, stairways, parkways,
driveways, landscaped areas, striping, bumpers, irrigation systems, Common Area lighting facilities, building exteriors and roofs, fences and gates;

{bb) All heating, air conditioning, plumbing, electrical systems, life safety equipment, communication
systems and other equipment used in common by, or for the benefit of, tenants or occupants of the Project, including elevators and escalators, tenant
directories, fire detection systems including sprinkler system maintenance and repair.

{cc) All other areas and improvements that are within the exterior boundaries of the Project but outside of

the Premises and/or any other space occupied by a tenant.

(i) The cost of trash disposal, janitorial and security services, pest control services, and the costs of any
environmental inspections;

(iii} The cost of any other service to be provided by Lessor that is elsewhere in this Lease stated to be an
"Operating Expense”;

{iv) The cost of the premiums for the insurance policies maintained by Lessor pursuant to paragraph 8 and any
deductible portion of an insured loss conceming the Building or the Common Areas;

(v) The amount of the Real Property Taxes payable by Lessor pursuant to paragraph 10;

{vi} The cost of water, sewer, gas, electricity, and other publicly mandated services not separately metered;

{vii) Labor, salaries, and applicable fringe benefits and costs, materials, supplies and tools, used in maintaining
and/or cleaning the Project and accounting and management fees attributable to the operation of the Project;

(viii) The cost of any capital improvement to the Building or the Project not covered under the provisions of

Paragraph 2.3 provided; however, that Lessor shall allocate the cost of any such capital improvement over a 12 year period and Lessee shall not be
required to pay more than Lessee’s Share of 1/144th of the cost of such Capital Expenditure in any given month;

(ix) The cost to replace equipment or improvements that have a useful life for accounting purposes of 5 years or
less.
{x) Reserves set aside for maintenance, repair andior replacement of Common Area improvements and
equipment.
d Any item of Operating Expense that is specifically attributable to the Premises, the Building or to any other building in the
9 y

Project or to the operation, repair and maintenance thereof, shall be allocated entirely to such Premises, Building, or other building. However, any such
item that is not specifically attributable to the Building or to any other building or to the operation, repair and maintenance thereof, shall be equitably
allocated by Lessor to all buildings in the Project.

(e) The inclusion of the improvements, facilities and services set forth in Subparagraph 4.2(c) shall not be deemed to impose
an obligation upon Lessor to either have said improvements or facilities or to provide those services unless the Project already has the same, Lessor
already provides the services, or Lessor has agreed elsewhere in this Lease to provide the same or some of them.
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Lessee's Share of Operating Expense Increase is payable monthly on the same day as the Base Rent is due hereunder.
The amount of such payments shall be based on Lessor's estimate of the Operating Expense Expenses. Within 60 days after written request (but not
more than once each year) Lessor shall deliver to Lessee a reasonably detailed statement showing Lessee's Share of the actual Common Area
Operating Expenses for the preceding year. if Lessee's payments during such Year exceed Lessee's Share, Lessee shall credit the amount of such
over-payment against Lessee’s future payments. if Lessee’s payments during such Year were less than Lessee's Share, Lessee shall pay to Lessor the
amount of the deficiency within 10 days after delivery by Lessor to Lessee of said statement. Lessor and Lessee shall forthwith adjust between them by
cash payment any balance determined to exist with respect to that portion of the fast Comparison Year for which Lessee is responsible as to Operating
Expense Increases, notwithstanding that the Lease term may have terminated before the end of such Comparison Year.

Operating Expenses shall not include the costs of replacement for equipment or capital components such as the roof,
foundations, exterior walls or a Common Area capital improvement, such as the parking lot paving, elevators, fences that have a useful life for
accounting purposes of 5 years or more.

(h) Operating Expenses shall not include any expenses paid by any tenant directly to third parties, or as to which Lessor is
otherwise reimbursed by any third party, other tenant, or by insurance proceeds.
43 Payment. Lessee shall cause payment of Rent to be received by Lessor in lawful money of the United States on or before the day

on which it is due, without offset or deduction (except as specifically permitted in this Lease). All monetary amounts shall be rounded to the nearest
whole dollar. [n the event that any invoice prepared by Lessor is inaccurate such inaccuracy shall not constitute a waiver and Lessee shall be obligated
to pay the amount set forth in this Lease. Rent for any period during the term hereof which is for less than one full calendar month shall be prorated
based upon the actual number of days of said month. Payment of Rent shall be made to Lessor at its address stated herein or to such other persons or
place as Lessor may from time to time designate in writing. Acceptance of a payment which is less than the amount then due shall not be a waiver of
Lessor's rights to the balance of such Rent, regardless of Lessor's endorsement of any check so stating. In the event that any check, draft, or other
instrument of payment given by Lessee to Lessor is dishonored for any reason, Lessee agrees to pay to Lessor the sum of $25 in addition to any Late
Charge and Lessor, at its option, may require alf future Rent be paid by cashier's check. Payments will be applied first to accrued late charges and
attoney’s fees, second to accrued interest, then to Base Rent and Common Area Operating Expenses, and any remaining amount to any other
outstanding charges or costs.

5. Security Deposit. Lessee shall deposit with Lessor upon execution hereof the Security Deposit as security for Lessee's faithful performance
of its obligations under this Lease. If Lessee fails to pay Rent, or otherwise Defaults under this Lease, Lessor may use, apply or retain all or any portion
of said Security Deposit for the payment of any amount already due Lessor, for Rents which will be due in the future, and/ or to reimburse or
compensate Lessor for any liability, expense, loss or damage which Lessor may suffer or incur by reason thereof. If Lessor uses or applies all or any
portion of the Security Deposit, Lessee shall within 10 days after written request therefor deposit monies with Lessor sufficient to restore said Security
Deposit to the full amount required by this Lease. If the Base Rent increases during the term of this Lease, Lessee shall, upon written request from
Lessor, deposit additional monies with Lessor so that the total amount of the Security Deposit shall at all times bear the same proportion to the
increased Base Rent as the initial Security Deposit bore to the initial Base Rent. Should the Agreed Use be amended to accommodate a material
change in the business of Lessee or to accommodate a sublessee or assignee, Lessor shall have the right to increase the Security Deposit to the
extent necessary, in Lessor’s reasonable judgment, to account for any increased wear and tear that the Premises may suffer as a result thereof. If a
change in control of Lessee occurs during this Lease and following such change the financial condition of Lessee is, in Lessor's reasonable judgment,
significantly reduced, Lessee shall deposit such additional monies with Lessor as shall be sufficient to cause the Security Deposit to be at a
commercially reasonable level based on such change in financial condition. Lessor shall not be required to keep the Security Deposit separate from its
general accounts. Within 90 days after the expiration or termination of this Lease, Lessor shall return that portion of the Security Deposit not used or
applied by Lessor. No part of the Security Deposit shall be considered to be held in trust, to bear interest or to be prepayment for any monies to be paid
by Lessee under this Lease.
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6.2 Hazardous Substances.

(a) Reportable Uses Require Consent. The term "Hazardous Substance" as used in this Lease shall mean any product,
substance, or waste whose presence, use, manufacture, disposal, transportation, or release, either by itself or in combination with other materials
expected to be on the Premises, is either: (i) potentially injurious to the public health, safety or welfare, the environment or the Premises, (i) regulated
or monitored by any governmental authority, or (iii) a basis for potential liability of Lessor to any governmental agency or third party under any applicable
statute or common law theory. Hazardous Substances shall include, but not be limited to, hydrocarbons, petroleum, gasoline, and/or crude oil or any
products, byproducts or fractions thereof. Lessee shall not engage in any activity in or on the Premises which constitutes a Reportable Use of
Hazardous Substances without the express prior written consent of Lessor and timely compliance (at Lessee's expense) with all Applicable
Requirements. "Reportable Use” shall mean (i) the installation or use of any above or below ground storage tank, (i) the generation, possession,
storage, use, transportation, or disposal of a Hazardous Substance that requires a permit from, or with respect to which a report, notice, registration or
business plan is required to be filed with, any govermentat authority, and/or (iii) the presence at the Premises of a Hazardous Substance with respect
to which any Applicable Requirements requires that a notice be given to persons entering or occupying the Premises or neighboring properties.
Notwithstanding the foregoing, Lessee may use any ordinary and customary materials reasonably required to be used in the normal course of the
Agreed Use such as ordinary office supplies (copier toner, liquid paper, giue, etc.) and common household cleaning materials, so long as such use is in
compliance with all Applicable Requirements, is not a Reportable Use, and does not expose the Premises or neighboring property to any meaningfut
risk of contamination or damage or expose Lessor to any liability therefor. In addition, Lessor may condition its consent to any Reportable Use upon
receiving such additional assurances as Lessor reasonably deems necessary to protect itself, the public, the Premises and/or the environment against
damage, contamination, injury and/or liability, including, but not limited to, the installation (and removal on or before Lease expiration or termination) of
protective modifications (such as concrete encasements) and/or increasing the Security Deposit.

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

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

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

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

) Ir tigations and R diati Lessor shall retain the responsibility and pay for any ir igations or T diation
measures required by governmental entities having jurisdiction with respect to the existence of Hazardous Substances on the Premises prior to
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Lessee's occupancy, unless such remediation measure is required as a result of Lessee’s use (including "Alterations", as defined in paragraph 7.3(a)
below) of the Premises, in which event Lessee shall be responsible for such payment. Lessee shall cooperate fully in any such activities at the request
of Lessor, including allowing Lessor and Lessor's agents to have reasonable access to the Premises at reasonable times in order to carry out Lessor's
investigative and remedial responsibilities.

(g) Lessor Termination Option. if a Hazardous Substance Condition (see Paragraph 9.1(e)) occurs during the term of this Lease,
unless Lessee is legally responsible therefor (in which case Lessee shall make the investigation and remediation thereof required by the Applicable
Requirements and this Lease shall continue in full force and effect, but subject to Lessor's rights under Paragraph 6.2(d) and Paragraph 13), Lessor
may, at Lessor's option, either (i) investigate and remediate such Hazardous Substance Condition, if required, as soon as reasonably possible at
Lessor's expense, in which event this Lease shall continue in full force and effect, or (ii) if the estimated cost to remediate such condition exceeds 12
times the then monthly Base Rent or $100,000, whichever is greater, give written notice to Lessee, within 30 days after receipt by Lessor of knowledge
of the occurrence of such Hazardous Substance Condition, of Lessor's desire to terminate this Lease as of the date 60 days following the date of such
notice. In the event Lessor elects to give a termination notice, Lessee may, within 10 days thereafter, give written notice to Lessor of Lessee's
commitment to pay the amount by which the cost of the remediation of such Hazardous Substance Condition exceeds an amount equal to 12 times the
then monthly Base Rent or $100,000, whichever is greater. Lessee shall provide Lessor with said funds or satisfactory assurance thereof within 30
days following such commitment. In such event, this Lease shall continue in full force and effect, and Lessor shall proceed to make such remediation
as soon as reasonably possible after the required funds are available. If Lessee does not give such notice and provide the required funds or assurance
thereof within the time provided, this Lease shall terminate as of the date specified in Lessor's notice of termination.

6.3 Lessee’s Comp with Applicable Requi its. Except as otherwise provided in this Lease, Lessee shall, at Lessee's
sole expense, fully, diligently and in a timely manner, materially comply with all Applicable Requirements, the requirements of any applicable fire
insurance underwriter or rating bureau, and the recommendations of Lessor's engineers and/or consultants which refate in any manner to the Premises,
without regard to whether said requirements are now in effect or become effective after the Start Date. Lessee shall, within 10 days after receipt of
Lessor's written request, provide Lessor with copies of all permits and other documents, and other information evidencing Lessee's compliance with any
Applicable Requirements specified by Lessor, and shall immediately upon receipt, notify Lessor in writing (with copies of any documents involved) of
any threatened or actual claim, notice, citation, waming, complaint or report pertaining to or involving the failure of Lessee or the Premises to comply
with any Applicable Requirements. Likewise, Lessee shall immediately give written notice to Lessor of: (i) any water damage to the Premises and any
suspected seepage, pooling, dampness or other condition conducive to the production of mold; or (i) any mustiness or other odors that might indicate
the presence of mold in the Premises.

6.4 inspection; Compillance. Lessor and Lessor's "Lender” (as defined in Paragraph 30) and consultants shall have the right to enter
into Premises at any time, in the case of an emergency, and otherwise at reasonable times, after reasonable notice, for the purpose of inspecting the
condition of the Premises and for verifying compliance by Lessee with this Lease. The cost of any such inspections shall be paid by Lessor, unless a
violation of Applicable Requirements, or a Hazardous Substance Condition (see paragraph 9.1e) is found to exist or be imminent, or the inspection is
requested or ordered by a governmental authority. in such case, Lessee shall upon request reimburse Lessor for the cost of such inspection, so long
as such inspection is reasonably related to the violation or contamination. in addition, Lessee shall provide copies of all relevant material safety data
sheets (MSDS) to Lessor within 10 days of the receipt of written request therefor.

7. Maintenance; Repairs; Utility instaliations; Trade Fixtures and Alterations.

71 Lessee’s Oblilgations. Notwithstanding Lessor's obligation to keep the Premises in good condition and repair, Lessee shall be
responsible for payment of the cost thereof to Lessor as additional rent for that portion of the cost of any maintenance and repair of the Premises, or
any equipment (wherever located) that serves only Lessee or the Premises, to the extent such cost is attributable to abuse or misuse. Lessee shall be
responsible for the cost of painting, repairing or replacing wall coverings, and to repair or replace any improvements with the Premises. Lessor may, at
its option, upon reascnable notice, elect to have Lessee perform any particular such maintenance or repairs the cost of which is otherwise Lessee's
responsibility hereunder.

7.2 Lessor's Obligations. Subject to the provisions of Paragraphs 2.2 (Condition), 2.3 (Compliance), 4.2 (Operating Expenses);
Incresse), 6 (Use), 7.1 (Lessee's Obligations), 9 (Damage or Destruction) and 14 (Condemnation), Lessor, subject to reimbursement pursuant to
Paragraph 4.2, shall keep in good order, condition and repair the foundations, exterior walls, structural condition of interior bearing walls, exterior roof,
fire sprinkler system, fire alarm and/or smoke detection systems, fire hydrants, and the Common Areas. Lessee expressly waives the benefit of any
statute now or hereafter in effect to the extent it is inconsistent with the terms of this Lease.

7.3 Utility installations; Trade Fixtures; Alterations.

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

(b) Consent. Lessee shall not make any Alterations or Ulility Installations to the Premises without Lessor's prior written consent.
Lessee may, however, make non-structural Alterations or Utility Installations to the interior of the Premises (excluding the roof) without such consent but
upon notice to Lessor, as long as they are not visible from the outside, do not involve puncturing, relocating or removing the roof, ceilings, floors or any
existing walls, will not affect the electrical, plumbing, HVAC, and/or life safety systems, and the cumulative cost thereof during this Lease as extended
does not exceed $2000. Notwithstanding the foregoing, Lessee shall not make or permit any roof penetrations and/or install anything on the roof
without the prior written approval of Lessor. Lessor may, as a precondition to granting such approval, require Lessee to utilize a contractor chosen
and/or approved by Lessor. Any Alterations or Utility [nstalfations that Lessee shall desire to make and which require the consent of the Lessor shall be
presented to Lessor in written form with detailed plans. Consent shall be deemed conditioned upon Lessee's: (i} acquiring all applicable governmental
permits, (ii) furnishing Lessor with copies of both the permits and the plans and specifications prior to commencement of the work, and (jii) compliance
with all conditions of said permits and other Applicable Requirements in a prompt and expeditious manner. Any Alterations or Utility Installations shall
be performed in a workmanlike manner with good and sufficient materials. Lessee shall promptly upon completion fumish Lessor with asbuilt plans and
specifications. For work which costs an amount in excess of one month's Base Rent, Lessor may condition its consent upon Lessee providing a lien
and completion bond in an amount equal to 150% of the estimated cost of such Alteration or Utility Installation and/or upon Lessee’s posting an
additional Security Deposit with Lessor.

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

74 Ownership; Removal; Surrender; and Restoration.

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

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

(c) Surrender; Restoration. Lessee shall surrender the Premises by the Expiration Date or any earlier termination date, with all of
the improvements, parts and surfaces thereof ciean and free of debris, and in good operating order, condition and state of repair, ordinary wear and tear
excepted. "Ordinary wear and tear” shali not include any damage or deterioration that would have been prevented by good maintenance practice.
Notwithstanding the foregoing, if this Lease is for 12 months or less, then Lessee shall surrender the Premises in the same condition as delivered to
Lessee on the Start Date with NO allowance for ordinary wear and tear. Lessee shall repair any damage occasioned by the installation, maintenance or
removal of Trade Fixtures, Lessee owned Alterations and/or Utility Installations, furnishings, and equipment as well as the removal of any storage tank
installed by or for Lessee. Lessee shall also completely remove from the Premises any and all Hazardous Substances brought onto the Premises by or
for Lessee, or any third party (except Hazardous Substances which were deposited via underground migration from areas outside of the Premises)
even if such removal would require Lessee to perform or pay for work that exceeds statutory requirements. Trade Fixtures shall remain the property of
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Lessee and shall be removed by Lessee. Any personal property of Lessee not removed on or before the Expiration Date or any earlier termination date
shall be deemed to have been abandoned by Lessee and may be disposed of or retained by Lessor as Lessor may desire. The failure by Lessee to
timely vacate the Premises pursuant to this Paragraph 7.4(c) without the express written consent of Lessor shall constitute a holdover under the
provisions of Paragraph 26 befow.
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8.7 Indemnity. Except for Lessor's gross negligence or willful misconduct, Lessee shall indemnify, protect, defend and hold harmiess

the Premises, Lessor and its agents, Lessor's master or ground lessor, partners and Lenders, from and against any and all claims, loss of rents and/or
damages, fiens, judgments, penalties, attorneys’ and consultants' fees, expenses and/or liabilities arising out of, invalving, or in connection with, the use
andor occupancy of the Premises by Lessee. If any action or proceeding is brought against Lessor by reason of any of the foregoing matters, Lessee
shall upon notice defend the same at Lessee's expense by counsel reasonably satisfactory to Lessor and Lessor shall cooperate with Lessee in such
defense. Lessor need not have first paid any such claim in order to be defended or indemnified.

8.8 Exemption of Lessor and its Agents from Llabllity. Notwithstanding the negligence or breach of this Lease by Lessor or its
agents, neither Lessor nor its agents shall be liable under any circumstances for: (i) injury or damage to the person or goods, wares, merchandise or
other property of Lessee, Lessee's employees, contractors, invitees, customers, or any other person in or about the Premises, whether such damage or
injury is caused by or results from fire, steam, electricity, gas, water or rain, indoor air quality, the presence of mold or from the breakage, leakage,
obstruction or other defects of pipes, fire sprinklers, wires, appliances, plumbing, HVAC or lighting fixtures, or from any other cause, whether the said
injury or damage results from conditions arising upon the Premises or upon other portions of the Building, or from other sources or places, (ii) any
damages arising from any act or neglect of any other tenant of Lessor or from the failure of Lessor or its agents to enforce the provisions of any other
lease in the Project, or (iii} injury to Lessee's business or for any loss of income or profit therefrom. Instead, it is intended that Lessee's sole recourse in
the event of such damages or injury be to file a claim on the insurance policy(ies) that Lessee is required to maintain pursuant to the provisions of
paragraph 8.

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

9. Damage or Destruction.
8.1 Definitlons.
(a) "Premi Partial D ge" shall mean damage or destruction to the improvements on the Premises, other than Lessee

Owned Alterations and Utility [nstaflations, which can reasonably be repaired in 3 months or less from the date of the damage or destruction, and the
cost thereof does not exceed a sum equal to 6 month's Base Rent. Lessor shalf notify Lessee in writing within 30 days from the date of the damage or
destruction as to whether or not the damage is Partial or Total.

(b) "Premises Total Destruction® shall mean damage or destruction to the improvements on the Premises, other than Lessee
Owned Alterations and Utility Installations and Trade Fixtures, which cannot reasonably be repaired in 3 months or less from the date of the damage or
destruction and/or the cost thereof exceeds a sum equal to 6 month's Base Rent. Lessor shall notify Lessee in writing within 30 days from the date of
the damage or destruction as to whether or not the damage is Partial or Total.

(c) "Insured Loss" shall mean damage or destruction to improvements on the Premises, other than Lessee Owned Alterations and
Utility Installations and Trade Fixtures, which was caused by an event required to be covered by the insurance described in Paragraphs 8.1 & 8.2 of tne
Addendum o tnis Lease 8:3(a), irespective of any deductible amounts or coverage limits involved.

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

(e) "Hazardous Substance Condition" shall mean the occurrence or discovery of a condition involving the presence of, or a
contamination by, a Hazardous Substance, in, on, or under the Premises which requires restoration.

9.2 Partial Damage - Insured Loss. If a Premises Partial Damage that is an Insured Loss occurs, then Lessor shall, at Lessor's
expense, repair such damage (but not Lessee’s Trade Fixtures or Lessee Owned Alterations and Utility Installations) as soon as reasonably possible
and this Lease shall continue in full force and effect; provided, however, that Lessee shall, at Lessor's election, make the repair of any damage or
destruction the total cost to repair of which is $5,000 or less, and, in such event, Lessor shall make any applicable insurance proceeds available to
Lessee on a reasonable basis for that purpose. Notwithstanding the foregoing, if the required insurance was not in force or the insurance proceeds are
not sufficient to effect such repair, the [nsuring Party shall promptly contribute the shortage in proceeds as and when required to complete said repairs.
In the event, however, such shortage was due to the fact that, by reason of the unique nature of the improvements, full replacement cost insurance
coverage was not commercially reasonable and available, Lessor shall have no obligation to pay for the shortage in insurance proceeds or to fully
restore the unique aspects of the Premises unless Lessee provides Lessor with the funds to cover same, or adequate assurance thereof, within 10 days
following receipt of written notice of such shortage and request therefor. If Lessor receives said funds or adequate assurance thereof within said 10 day
period, the party responsible for making the repairs shall complete them as soon as reasonably possible and this Lease shall remain in full force and
effect. if such funds or assurance are not received, Lessor may nevertheless elect by written notice to Lessee within 10 days thereafter to: (i) make
such restoration and repair as is commercially reasonable with Lessor paying any shortage in proceeds, in which case this Lease shall remain in full
force and effect, or (i) have this Lease terminate 30 days thereafter. Lessee shall not be entitied to reimbursement of any funds contributed by Lessee
to repair any such damage or destruction. Premises Partial Damage due to flood or earthquake shall be subject to Paragraph 9.3, notwithstanding that
there may be some insurance coverage, but the net proceeds of any such insurance shall be made available for the repairs if made by either Party.

9.3 Partial Damage - Uninsured Loss. If a Premises Partial Damage that is not an Insured Loss occurs, unless caused by a
negligent or willful act of Lessee (in which event Lessee shall make the repairs at Lessee's expense), Lessor may either: (i) repair such damage as
soon as reasonably possible at Lessor's expense, in which event this Lease shall continue in full force and effect, or (i) terminate this Lease by giving
written notice to Lessee within 30 days after receipt by Lessor of knowledge of the occurrence of such damage. Such termination shall be effective 60
days following the date of such notice. In the event Lessor elects to terminate this Lease, Lessee shall have the right within 10 days after receipt of the
termination notice to give written notice to Lessor of Lessee's commitment to pay for the repair of such damage without reimbursement from Lessor.
Lessee shall provide Lessor with said funds or satisfactory assurance thereof within 30 days after making such commitment. In such event this Lease
shall continue in full force and effect, and Lessor shall proceed to make such repairs as soon as reasonably possible after the required funds are
available. If Lessee does not make the required commitment, this Lease shall terminate as of the date specified in the termination notice.

9.4 Total Destruction. Notwithstanding any other provision hereof, if a Premises Total Destruction occurs, this Lease shall terminate
60 days following such Destruction. if the damage or destruction was caused by the gross negligence or willful misconduct of Lessee, Lessor shall
have the right to recover Lessor's damages from Lessee, except as provided in Paragraph 8.3 (e} or tne Aadendum to tnis Loasa. 86

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

8.6 Abatement of Rent; Lessee’s Remedies.

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

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

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

10. Real Property Taxes.

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

10.2 Payment of Taxes. Except as otherwise provided in Paragraph 10.3, Lessor shall pay the Real Property Taxes applicable to the
Project, and said payments shall be included in the calculation of Operating Expenses in accordance with the provisions of Paragraph 4.2.

10.3 Additional Improvements. Operating Expenses shall not include Real Property Taxes specified in the tax assessor's records and
work sheets as being caused by additional improvements placed upon the Project by other lessees or by Lessor for the exclusive enjoyment of such
other lessees. Notwithstanding Paragraph 10.2 hereof, Lessee shall, however, pay to Lessor at the time Operating Expenses are payable under
Paragraph 4.2, the entirety of any increase in Real Property Taxes if assessed solely by reason of Alterations, Trade Fixtures or Utility Installations
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placed upon the Premises by Lessee or at Lessee's request or by reason of any alterations or improvements to the Premises made by Lessor
subsequent to the execution of this Lease by the Parties.

10.4 Joint Assessment. If the Building is not separately assessed, Real Property Taxes allocated to the Building shall be an equitable
proportion of the Real Property Taxes for all of the land and improvements included within the tax parcel assessed, such proportion to be determined by
Lessor from the respective valuations assigned in the assessor's work sheets or such other information as may be reasonably available. Lessor's
reasonable determination thereof, in good faith, shall be conclusive.

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

1. Utilities and Services.

111 Services Provided by Lessor. Lessor shall provide heating, ventilation, air conditioning, reasonable amounts of electricity for
normal lighting and office machines, water for reasonable and normal drinking and lavatory use in connection with an office, and replacement light bulbs
and/or fiuorescent tubes and ballasts for standard overhead fixtures. Lessor shall also provide janitorial services to the Premises and Common Areas 5
times per week, excluding Building Holidays, or pursuant to the attached janitorial schedule, if any. Lessor shall not, however, be required to provide
janitonal services to kitchens or storage areas included within the Premises.

11.2 Services Exclusive to Lessee. Lessee shall pay for all water, gas, light, power, telephone and other utilities and services specially or
exclusively supplied and/or metered exclusively to the Premises or to Lessee, together with any taxes thereon. If a service is deleted by Paragraph
1.13 and such service is not separately metered to the Premises, Lessee shall pay at Lessor's option, either Lessee's Share or a reasonable proportion
to be determined by Lessor of all charges for such jointly metered service.

11.3 Hours of Service. Said services and utilities shall be provided during times set forth in Paragraph 1.12. Utilities and services required
at other times shall be subject to advance request and reimbursement by Lessee to Lessor of the cost thereof.

11.4 Excess Usage by Lessee. Lessee shall not make connection to the utilities except by or through existing outlets and shall not install or
use machinery or equipment in or about the Premises that uses excess water, lighting or power, or suffer or permit any act that causes extra burden
upon the utilities or services, including but not limited to security and trash services, over standard office usage for the Project. Lessor shall require
Lessee to reimburse Lessor for any excess expenses or costs that may arise out of a breach of this subparagraph by Lessee. Lessor may, in its sole
discretion, install at Lessee's expense supplemental equipment and/or separate metering applicable to Lessee's excess usage or loading.

11.5 Interruptions. There shall be no abatement of rent and Lessor shall not be fiable in any respect whatsoever for the inadequacy,
stoppage, interruption or discontinuance of any utility or service due to riot, strike, labor dispute, breakdown, accident, repair or other cause beyond
Lessor's reasonable control or in cooperation with governmental request or directions.

12. Assignment and Subletting.

121 Lessor's Consent Required.

(a) Lessee shall not voluntarity or by operation of law assign, transfer, mortgage or encumber (collectively, "assign or
assignment”) or sublet all or any part of Lessee's interest in this Lease or in the Premises without Lessor's prior written consent.

(b) Unless Lessee is a corporation and its stock is publicly traded on a national stock exchange, a change in the control of Lessee
shalf constitute an assignment requiring consent. The transfer, on a cumulative basis, of 25% or more of the voting control of Lessee shall constitute a
change in control for this purpose.

() The involvement of Lessee or its assets in any transaction, or series of transactions (by way of merger, sale, acquisition,
financing, transfer, leveraged buyout or otherwise), whether or not a formal assignment or hypothecation of this Lease or Lessee's assets occurs, which
results or will result in a reduction of the Net Worth of Lessee by an amount greater than 25% of such Net Worth as it was represented at the time of
the execution of this Lease or at the time of the most recent assignment to which Lessor has consented, or as it exists immediately prior to said
transaction or transactions constituting such reduction, whichever was or is greater, shall be considered an assignment of this Lease to which Lessor
may withhold its consent. "Net Worth of Lessee” shall mean the net worth of Lessee (excluding any guarantors) established under generally accepted
accounting principles.

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

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

(f) Lessor may reasonably withhold consent to a proposed assignment or subletting if Lessee is in Default at the time consent is
requested.

(9) Notwithstanding the foregoing, allowing a de minimis portion of the Premises, i e. 20 square feet or less, to be used by a third
party vendor in connection with the installation of a vending machine or payphone shall not constitute a subletting.

12.2 Terms and CondlItions Applicable to Assignment and Subletting.

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

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

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

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

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

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

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

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

(a) Lessee hereby assigns and transfers to Lessor all of Lessee's interest in all Rent payable on any sublease, and Lessor may
collect such Rent and apply same toward Lessee’s obligations under this Lease; provided, however, that until a Breach shall occur in the performance
of Lessee’s obligations, Lessee may collect said Rent. In the event that the amount collected by Lessor exceeds Lessee's then outstanding obligations
any such excess shall be refunded to Lessee. Lessor shall not, by reason of the foregoing or any assignment of such sublease, nor by reason of the
collection of Rent, be deemed liable to the sublessee for any failure of Lessee to perform and comply with any of Lessee's obligations to such
sublessee. Lessee hereby irrevocably authorizes and directs any such sublessee, upon receipt of a written notice from Lessor stating that a Breach
exists in the performance of Lessee's obligations under this Lease, to pay to Lessor all Rent due and to become due under the sublease. Sublessee
shall rely upon any such notice from Lessor and shall pay all Rents to Lessor without any obligation or right to inquire as to whether such Breach exists,
notwithstanding any claim from Lessee to the contrary.

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

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

(e) Lessor shall deliver a copy of any notice of Default or Breach by Lessee to the sublessee, who shall have the right to cure the
Default of Lessee within the grace period, if any, specified in such notice. The sublessee shall have a right of reimbursement and offset from and
against Lessee for any such Defaults cured by the sublessee.

13. Default; Breach; Remedies.

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

(a) The abandonment of the Premises; or the vacating of the Premises without providing a commercially reasonable level of
security, or where the coverage of the property insurance described in Paragraphs 8.1 & B.2 or tne Adaenaum to tnis Leaso 8:3 is jeopardized as a result
thereof, or without providing reasonable assurances to minimize potential vandalism.

(b) The failure of Lessee to make any payment of Rent or any Security Deposit required to be made by Lessee hereunder, whether
to Lessor or to a third party, when due, to provide reasonable evidence of insurance or surety bond, or to fulfill any obligation under this Lease which
endangers or threatens life or property, where such failure continues for a period of 3 business days following written notice to Lessee. THE
ACCEPTANCE BY LESSOR OF A PARTIAL PAYMENT OF RENT OR SECURITY DEPOSIT SHALL NOT CONSTITUTE A WAIVER OF ANY OF
LESSOR'S RIGHTS, INCLUDING LESSOR'S RIGHT TO RECOVER POSSESSION OF THE PREMISES.

(c) The failure of Lessee to allow Lessor and/or its agents access to the Premises or the commission of waste, act or acts
constituting public or private nuisance, and/or an illegal activity on the Premises by Lessee, where such actions continue for a period of 3 business days
following written notice to Lessee.

(d) The failure by Lessee to provide (i) reasonable written evidence of compliance with Applicable Requirements, (i) the service
contracts, (jii) the rescission of an unauthorized assignment or subletting, (iv) an Estoppel Certificate or financial statements, (v) a requested
subordination, (vi) evidence concerning any guaranty and/or Guarantor, {vii) any document requested under Paragraph 41, (viii) materal data safety
sheets (MSDS), or (ix) any other documentation or information which Lessor may reasonably require of Lessee under the terms of this Lease, where
any such failure continues for a period of 10 days following written notice to Lessee.

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

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

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

(h} If the performance of Lessee's obligations under this Lease is guaranteed: (i) the death of a Guarantor, {ii) the termination of a
Guarantor's liability with respect to this Lease other than in accordance with the terms of such guaranty, (iii) a Guarantor's becoming insolvent or the
subject of a8 bankruptcy filing, (iv) a Guarantor's refusal to honor the guaranty, or (v) a Guarantor's breach of its guaranty obligation on an anticipatory
basis, and Lessee’s failure, within 60 days following written notice of any such event, to provide written alternative assurance or security, which, when
coupled with the then existing resources of Lessee, equals or exceeds the combined financial resources of Lessee and the Guarantors that existed at
the time of execution of this Lease.

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

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

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

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

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

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

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

(a) Notice of Breach. Lessor shall not be deemed in breach of this Lease unless Lessor faiis within a reasonable time to perform
an obligation required to be performed by Lessor. For purposes of this Paragraph, a reasonable time shall in no event be less than 30 days after
receipt by Lessor, and any Lender whose name and address shall have been furnished Lessee in writing for such purpose, of written notice specifying
wherein such obligation of Lessor has not been performed; provided, however, that if the nature of Lessor's obligation is such that more than 30 days
are reasonably required for its performance, then Lessor shalf not be in breach if performance is commenced within such 30 day period and thereafter
diligently pursued to completion.
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14. Cond i If the Premises or any portion thereof are taken under the power of eminent domain or sold under the threat of the exercise

of said power (collectively "Condemnation”), this Lease shall terminate as to the part taken as of the date the condemning authority takes title or
possession, whichever first occurs. [f more than 10% of the rentabie floor area of the Premises, or more than 25% of Lessee's Reserved Parking
Spaces, if any, are taken by Condemnation, Lessee may, at Lessee's option, to be exercised in writing within 10 days after Lessor shall have given
Lessee written notice of such taking (or in the absence of such notice, within 10 days after the condemning authority shall have taken possession)
terminate this Lease as of the date the condemning authority takes such possession. If Lessee does not terminate this Lease in accordance with the
foregoing, this Lease shall remain in fulf force and effect as to the portion of the Premises remaining, except that the Base Rent shall be reduced in
proportion to the reduction in utility of the Premises caused by such Condemnation. Condemnation awards and/or payments shall be the property of
Lessor, whether such award shall be made as compensation for diminution in value of the leasehold, the value of the part taken, or for severance
damages; provided, however, that Lessee shall be entitled to any compensation paid by the condemnor for Lessee's relocation expenses, foss of
business goodwill and/or Trade Fixtures, without regard to whether or not this Lease is terminated pursuant to the provisions of this Paragraph. Alf
Alterations and Utility instaliations made to the Premises by Lessee, for purposes of Condemnation only, shall be considered the property of the Lessee
and Lessee shail be entitied to any and ali compensation which is payable therefor. In the event that this Lease is not terminated by reason of the
Condemnation, Lessor shall repair any damage to the Premises caused by such Condemnation.
15. Brokerage Fees.
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153 Repr i and Ind ities of Broker Relationships. Lessee and Lessor each represent and warrant to the other that it

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

16. Estoppel Certificates.

(a) Each Party (as "Responding Party") shall within 10 days after written notice from the other Party (the "Requesting Party”)
execute, acknowledge and deliver to the Requesting Party a statement in writing in form similar to the then most current "Estoppel Certificate” form
published by the AIRCommercial Real Estate Association, plus such additional information, confirmation and/or statements as may be reasonably
requested by the Requesting Party.

(b) If the Responding Party shall fail to execute or deliver the Estoppel Certificate within such 10 day period, the Requesting Party
may execute an Estoppel Certificate stating that: (i) the Lease is in full force and effect without modification except as may be represented by the
Requesting Party, (ii) there are no uncured defaults in the Requesting Party's performance, and (iii) if Lessor is the Requesting Party, not more than one
month's rent has been paid in advance. Prospective purchasers and encumbrancers may rely upon the Requesting Party's Estoppel Certificate, and the
Responding Party shall be estopped from denying the truth of the facts contained in said Certificate.

(c) If Lessor desires to finance, refinance, or sell the Premises, or any part thereof, Lessee and all Guarantors shall within 10 days

after written notice from Lessor deliver to any potential lender or purchaser designated by Lessor such financial statements as may be reasonably
required by such lender or purchaser, including but not limited to Lessee's financial statements for the past 3 years. All such financial statements shall
be received by Lessor and such lender or purchaser in confidence and shall be used only for the purposes herein set forth.
17. Definition of Lessor. The term "Lessor” as used herein shall mean the owner or owners at the time in question of the fee title to the
Premises, or, if this is a sublease, of the Lessee's interest in the prior lease. In the event of a transfer of Lessor's title or interest in the Premises or this
Lease, Lessor shall deliver to the transferee or assignee (in cash or by credit) any unused Security Deposit held by Lessor. Upon such transfer or
assignment and delivery of the Security Deposit, as aforesaid, the prior Lessor shall be relieved of all liability with respect to the obligations and/or
covenants under this Lease thereafter to be performed by the Lessor. Subject to the foregoing, the obligations and/or covenants in this Lease to be
performed by the Lessor shall be binding only upon the Lessor as hereinabove defined.

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

19. Days. Unless otherwise specificaily indicated to the contrary, the word "days" as used in this Lease shall mean and refer to calendar days.
20. Limitation on Liability. The obligations of Lessor under this Lease shall not constitute personal obligations of Lessor or its partners,

members, directors, officers or shareholders, and Lessee shall look to the Project, and to no other assets of Lessor, for the satisfaction of any liability of
Lessor with respect to this Lease, and shail not seek recourse against Lessor's partners, members, directors, officers or shareholders, or any of their
personal assets for such satisfaction.

21. Time of Essence. Time is of the essence with respect to the performance of ail obiigations to be performed or observed by the Parties under
this Lease.
22. No Prior or Other Agr ts; Broker Disclaimer. This Lease contains all agreements between the Parties with respect to any matter

mentioned herein, and no other prior or contemporaneous agreement or understanding shall be effective. Lessor and Lessee each represents and
warranis to the Brokers that it has made, and is relying solely upon, its own investigation as to the nature, quality, character and financial responsibility
of the other Party to this Lease and as to the use, nature, quality and character of the Premises. Brokers have no responsibility with respect thereto or
with respect to any defauit or breach hereof by either Party.

23. Notices.

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

23.2 Date of Notice. Any notice sent by registered or certified mail, return receipt requested, shall be deemed given on the date of delivery
shown on the receipt card, or if no delivery date is shown, the postmark thereon. [f sent by regular mail the notice shall be deemed given 72 hours after
the same is addressed as required herein and mailed with postage prepaid. Notices defivered by United States Express Mail or overnight courier that
guarantees next day delivery shall be deemed given 24 hours after delivery of the same to the Postal Service or courier. Notices transmitted by
facsimile transmission or similar means shall be deemed delivered upon telephone confirmation of receipt (confirmation report from fax machine is
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sufficient), provided a copy is also delivered via delivery or mail. If notice is received on a Saturday, Sunday or legal holiday, it shall be deemed
received on the next business day.
24, Waivers.

(a) No waiver by Lessor of the Default or Breach of any term, covenant or condition hereof by Lessee, shall be deemed a
waiver of any other term, covenant or condition hereof, or of any subsequent Default or Breach by Lessee of the same or of any other term, covenant or
condition hereof. Lessor's consent to, or approval of, any act shall not be deemed to render unnecessary the obtaining of Lessor's consent to, or
approval of, any subsequent or similar act by Lessee, or be construed as the basis of an estoppel to enforce the provision or provisions of this Lease
requiring such consent.

(b} The acceptance of Rent by Lessor shall not be a waiver of any Default or Breach by Lessee. Any payment by Lessee
may be accepted by Lessor on account of moneys or damages due Lessor, notwithstanding any qualifying statements or conditions made by Lessee in
connection therewith, which such statements and/or conditions shall be of no force or effect whatsoever unless specifically agreed to in writing by
Lessor at or before the time of deposit of such payment.

(c) THE PARTIES AGREE THAT THE TERMS OF THIS LEASE SHALL GOVERN WITH REGARD TO ALL MATTERS
RELATED THERETQ AND HEREBY WAIVE THE PROVISIONS OF ANY PRESENT OR FUTURE STATUTE TO THE EXTENT THAT SUCH
STATUTE IS INCONSISTENT WITH THIS LEASE.

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

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

(i) Lessor's Agent. A Lessor's agent under a listing agreement with the Lessor acts as the agent for the Lessor
only. A Lessor's agent or subagent has the following affirmative obligations: To {he Lessor: A fiduciary duty of utmost care, integrity, honesty, and
loyalty in dealings with the Lessor. . a. Diligent exercise of reasonable skills and care in performance of the agent's

duties. b. A duty of honest and fair dealing and good faith. c. A duty to disclose all facts known to the agent materially affecting the value or desirability
of the property that are not known to, or within the diligent attention and observation of, the Parties. An agent is not obligated to reveal to either Party
any confidential information obtained from the other Party which does not involve the affirmative duties set forth above.

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

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

(b) Brokers have no responsibility with respect to any default or breach hereof by either Party. The Parties agree that no
lawsuit or other legal proceeding involving any breach of duty, error or omission relating to this Lease may be brought against Broker more than one
year after the Start Date and that the liability (including court costs and attormeys' fees), of any Broker with respect to any such lawsuit and/or legal
proceeding shall not exceed the fee received by such Broker pursuant to this Lease; provided, however, that the foregoing limitation on each Broker's
liability shall not be applicable to any gross negligence or willful misconduct of such Broker.

(c) Lessor and Lessee agree to identify to Brokers as "Confidential” any communication or information given Brokers that is
considered by such Party to be confidential.
26. No Right To Holdover. Lessee has no right to retain pe ion of the Premises or any part thereof beyond the expiration or termination of

this Lease. In the event that Lessee holds over, then the Base Rent shall be increased to 150% of the Base Rent applicable immediately preceding the
expiration or termination. Nothing contained herein shall be construed as consent by Lessor to any holding over by Lessee.

27. Cumulative Remedies. No remedy or election hereunder shall be deemed exclusive but shall, wherever possible, be cumulative with all
other remedies at law or in equity.
28. Covenants and Conditions; Construction of Agreement. All provisions of this Lease to be observed or performed by Lessee are both

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

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

30. Subordination; Attornment; Non-Disturbance.

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

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

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

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

31. Attorneys® Fees. [f any Party or Broker brings an action or proceeding involving the Premises whether founded in tort, contract or equity, or
to declare rights hereunder, the Prevailing Party (as hereafter defined) in any such proceeding, action, or appeal thereon, shall be entitled to reasonable
attorneys’ fees. Such fees may be awarded in the same suit or recovered in a separate suit, whether or not such action or proceeding is pursued to
decision or judgment. The term, "Prevaliing Party" shall include, without limitation, a Party or Broker who substantially obtains or defeats the relief
sought, as the case may be, whether by compromise, settlement, judgment, or the abandonment by the other Party or Broker of its claim or defense.
The attomeys' fees award shall not be computed in accordance with any court fee schedule, but shall be such as to fully reimburse all attorneys' fees
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reasonably incurred. [n addition, Lessor shall be entitled to attomeys' fees, cosis and expenses incurred in the preparation and service of notices of
Default and consultations in connection therewith, whether or not a legal action is subsequently commenced in connection with such Default or resulting
Breach ($200 is a reasonable minimum per occurrence for such services and consuitation).

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

33. Auctions. Lessee shall not conduct, nor permit to be conducted, any auction upon the Premises without Lessor's prior written consent.
Lessor shall not be obligated fo exercise any standard of reasonableness in determining whether to permit an auction.
34. Signs. Lessor may place on the Premises ordinary "For Sale” signs at any time and ordinary "For Lease" signs during the last 6 months of

the term hereof. Lessor may not place any sign on the exterior of the Building that covers any of the windows of the Premises. Except for ordinary "For
Sublease” signs which may be piaced only on the Premises, Lessee shall not place any sign upon the Project without Lessor's prior written consent. All
signs must comply with all Applicable Requirements.

35. Termination; Merger. Unless specifically stated otherwise in writing by Lessor, the voluntary or other surrender of this Lease by Lessee, the
mutual termination or cancellation hereof, or a termination hereof by Lessor for Breach by Lessee, shall automatically terminate any sublease or lesser
estate in the Premises; provided, however, that Lessor may elect to continue any one or all existing subtenancies. Lessor's failure within 10 days
following any such event to elect to the conirary by written notice to the holder of any such lesser interest, shall constitute Lessor's election to have
such event constitute the termination of such interest.

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

37. Guarantor.

37.1 Execution. The Guarantors, if any, shall each execute a guaranty in the form most recently published by the AIR Commercial Real
Estate Association.

372 Defauit. it shali constitute a Default of the Lessee if any Guarantor fails or refuses, upon request to provide: (a) evidence of the

execution of the guaranty, including the authority of the party signing on Guarantor's behalf to obligate Guarantor, and in the case of a corporate
Guarantor, a certified copy of a resolution of its board of directors authorizing the making of such guaranty, (b) current financial statements, (c) an
Estoppel Certificate, or (d) written confirmation that the guaranty is still in effect.

38. Quiet Possession. Subject to payment by Lessee of the Rent and performance of all of the covenants, conditions and provisions on
Lessee's part to be observed and performed under this Lease, Lessee shall have quiet possession and quiet enjoyment of the Premises during the term
hereof.
39. Options. If Lessee is granted an Option, as defined below, then the foliowing provisions shail apply.

39.1 Definition. "Option" shall mean: (a) the right to extend or reduce the term of or renew this Lease or to extend or reduce the term

of or renew any lease that Lessee has on other property of Lessor; (b) the right of first refusal or first offer to lease either the Premises or other property
of Lessor; (c) the right to purchase, the right of first offer to purchase or the right of first refusal to purchase the Premises or other property of Lessor.

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

383 Muitipie Options. [n the event that Lessee has any multiple Options to extend or renew this Lease, a later Option cannot be
exercised unless the prior Options have been validly exercised.

394 Effect of Default on Options.

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

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

(c) An Option shall terminate and be of no further force or effect, notwithstanding Lessee's due and timely exercise of the Option, if,
after such exercise and prior to the commencement of the extended term or completion of the purchase, (i) Lessee fails to pay Rent for a period of 30
days after such Rent becomes due (without any necessity of Lessor to give notice thereof), or (i) if Lessee commits a Breach of this Lease.

40. Security Measures. Lessee hereby acknowiedges that the Rent payable to Lessor hereunder does not include the cost of guard service or
other security measures, and that Lessor shaif have no obligation whatsoever to provide same. Lessee assumes all responsibility for the protection of
the Premises, Lessee, its agents and invitees and their property from the acts of third parties. [n the event, however, that Lessor should elect to provide
security services, then the cost thereof shall be an Operating Expense.

41. Reservations.

(a) Lessor reserves the right: (i) to grant, without the consent or joinder of Lessee, such easements, rights and dedications that
Lessor deems necessary, (i) to cause the recordation of parcel maps and restrictions, {iii) to create and/or install new utility raceways, so long as such
easements, rights, dedications, maps, restrictions, and utility raceways do not unreasonably interfere with the use of the Premises by Lessee. Lessor
may also: change the name, address or title of the Building or Project upon at least 90 days prior written notice; provide and install, at Lessee's
expense, Building standard graphics on the door of the Premises and such portions of the Common Areas as Lessor shall reasonably deem
appropriate; grant to any lessee the exclusive right to conduct any business as long as such exclusive right does not confiict with any rights expressly
given herein; and to place such signs, notices or displays as Lessor reasonably deems necessary or advisable upon the roof, exterior of the Building or
the Project or on signs in the Common Areas. Lessee agrees to sign any documents reasonably requested by Lessor to effectuate such rights. The
obstruction of Lessee's view, air, or fight by any structure erected in the vicinity of the Building, whether by Lessor or third parties, shall in no way affect
this Lease or impose any liability upon Lessor.

(b) Lessor also reserves the right to move Lessee to other space of comparable size in the Building or Project. Lessor must
provide at ieast 45 days prior written notice of such move, and the new space must contain improvements of comparable quality to those contained
within the Premises. Lessor shall pay the reasonable out of pocket costs that Lessee incurs with regard to such relocation, including the expenses of
moving and necessary stationary revision costs. In no event, however, shall Lessor be required {o pay an amount in excess of two months Base Rent.
Lessee may not be relocated more than once during the term of this Lease.

(c) Lessee shalf not: (i) use a representation (photographic or otherwise) of the Building or Project or their name(s) in connection
with Lessee's business; or (i) suffer or permit anyone, except in emergency, to go upon the roof of the Building.

42, Performance Under Protest. If at any time a dispute shall arise as to any amount or sum of money to be paid by one Party to the other
under the provisions hereof, the Party against whom the obligation to pay the money is asserted shali have the right to make payment "under protest”
and such payment shall not be regarded as a voluntary payment and there shall survive the right on the part of said Party to institute suit for recovery of
such sum. If it shall be adjudged that there was no legal obligation on the part of said Party to pay such sum or any part thereof, said Party shall be
entitied to recover such sum or so much thereof as it was not legally required to pay. A Party who does not initiate suit for the recovery of sums paid
"under protest® within 6 months shall be deemed to have waived its right to protest such payment.

43, Authority; Muitipie Parties; Execution

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

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

(c) This Lease may be executed by the Parties in counterparts, each of which shall be deemed an original and all of which together
shall constitute one and the same instrument.
44. Conflict. Any conflict between the printed provisions of this Lease and the typewritten or handwritten provisions shall be controlled by the
typewritten or handwritten provisions.
45, Offer. Preparation of this Lease by either party or their agent and submission of same to the other Party shall not be deemed an offer to
lease to the other Party. This Lease is not intended to be binding until executed and delivered by all Parties hereto.
46. Amendments. This Lease may be modified only in writing, signed by the Parties in interest at the time of the modification. As long as they
do not materially change Lessee's obligations hereunder, Lessee agrees to make such reasonable nonmonetary modifications to this Lease as may be
reasonably required by a Lender in connection with the obtaining of normal financing or refinancing of the Premises.
47. Waiver of Jury Trial. THE PARTIES HEREBY WAIVE THEIR RESPECTIVE RIGHTS TO TRIAL BY JURY IN ANY ACTION OR
PROCEEDING INVOLVING THE PROPERTY OR ARISING OUT OF THIS AGREEMENT.
48. Arbitration of Disputes. An Addendum requiring the Arbitration of all disputes between the Parties and/or Brokers arising out of this Lease

[0 is & is not attached to this Lease.

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

50. Tenant lmprovements. Lessor shan proviae up to $28.00 per usabie square foor ($28.00X1310=$36.680.00) improvemant afiowance.

Altowance to be used on 8 mutusily agreaable space plan consisting of up te 3 private officas, a confrence room and new paint and carpet.

LESSOR AND LESSEE HAVE CAREFULLY READ AND REVIEWED THIS LEASE AND EACH TERM AND PROVISION CONTAINED HEREIN, AND
BY THE EXECUTION OF THIS LEASE SHOW THEIR INFORMED AND VOLUNTARY CONSENT THERETO. THE PARTIES HEREBY AGREE
THAT, AT THE TIME THIS LEASE IS EXECUTED, THE TERMS OF THIS LEASE ARE COMMERCIALLY REASONABLE AND EFFECTUATE THE
INTENT AND PURPOSE OF LESSOR AND LESSEE WITH RESPECT TO THE PREMISES.

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

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

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

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

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

Executed at: 24031 E1 Toro Road, Suite 100 Executed at:
On: On:
By LESSOR: By LESSEE:

The City of Laguna Hills Vilma M. Aarons, an individual and Genevieve

Wall an individual

By: By:
Name Printed: Bruce E Channing Name Printed: Vilma M. Aarons
Title: City Manager Title:
By: By:
Name Printed: Peggy Johns Name Printed: Genevieve Wall

Titte: City Clerk Title:

Address: 24031 E1 Toro Road, Suite 200

Address:

Laguna Hills, CA 92653

Telephone:( )

Facsimile:( )

Federal iD No.

LESSOR'S BROKER:
Essex Realty Management Inc.

Telephone:( )
Facsimile:( )
Federal ID No.

LESSEE'S BROKER:
Zuvich Corporate Advisors, Inc.

Attn: Sandi Montez

Attn: Eric Tse

Address: 111 Corporate Drive, Suite 110

Address: 551 Wald Street

Ladera Ranch, CA 92694

Irvine Spectrum, CA 92618

Telephone:(949)218-3801

Facsimile:(949)218-3804

Broker/Agent DRE License #: 00965485

Telephone:(949) 453-9900
Facsimile:( )
Broker/Agent DRE License #: 01476614
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Approv.d as to Form:

By:

Gr-gory E SIrnonlan, City Attormy

NOTICE: These forms are often modified to meet changing requirements of law and industry needs. Always write or call to make sure you
are utilizing the most current form: AIR Commercial Real Estate Association, 800 W 6th Street, Suite 800, Los Angeles, CA 90017.
Telephone No. (213) 687-8777. Fax No.: (213) 687-8616.

©Copyright 1999-By AIR Commercial Real Estate Assoclation.

All rights reserved.
No part of these works may be reproduced In any form without permission in writing.
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ADDENDUM TO LEASE

THIS ADDENDUM TO LEASE (this “Addendum”) shall constitute part of that certain
STANDARD MULTI-TENANT OFFICE LEASE — GROSS (“Lease”), dated as of March 29, 2013,
between The City of Laguna Hills (“Lessor”), and Vilma M. Aarons an individual and Genevieve Wall an
individual. (“Lessee”). The terms of this Addendum shall be incorporated into the Lease for all purposes.
In the event of any conflict between the terms of the Lease and the terms of this Addendum, the terms of
this Addendum shall control.

1. Base Rent Increase.

44 Base Rent Increase
4.4.1 The monthly Base Rent payable as defined in paragraph 4.1 and as set
forth in paragraph 1.7 (a) of the Lease shall be adjusted annually on the commencement date of the Lease
to the amounts set forth below:

6/1/13 — 5/31/14 $2,714.25/month
6/1/14 - 5/31/15 $2,791.80/month
6/1/15-5/31/16 $2,869.35/month

2. Use. Section 6.1 of the Lease is hereby deleted in its entirety and replaced by the
following:

“6.1. Use. The Premises shall be used only for the Agreed Use and for no other use.
Lessee’s use of the Premises shall be in compliance with and subject to all Applicable Requirements
relating to or affecting the Project, the Premises or the Building or the use or operation thereof, whether
now existing or hereafter enacted, including, without limitation, the Americans with Disabilities Act of
1990, 42 USC 12111 et seq. (the “ADA”) as the same may be amended from time to time, any and all
federal, state or local environmental, health and/or safety-related laws, regulations, standards, decisions of
courts, ordinances, rules, codes, orders, decrees, directives, guidelines, permits or permit conditions,
currently existing and as amended, enacted, issued or adopted in the future which are or become
applicable to Lessee, the Premises, the Building, or the Project (“Environmental Laws”), any
transportation or traffic management plan in satisfaction of any requirement imposed on the Project by a
governmental agency with jurisdiction over the Project, and any CC&Rs or any supplement thereto
recorded in any official or public records with respect to the Project or any portion thereof (collectively,
“Applicable Laws”). Lessee shall be responsible for obtaining any permit, business license, or other
permits or licenses required by any governmental agency permitting Lessee’s use or occupancy of the
Premises. Lessee shall not commit waste, overload the floors or structure of the Building, subject the
Premises, the Building, the Common Area or the Project to any use which would damage the same or
increase the risk of loss or violate any insurance coverage, permit any unreasonable odors, smoke, dust,
gas, substances, noise or vibrations to emanate from the Premises, take any action which would constitute
a nuisance or would disturb, obstruct or endanger any other tenants, take any action which would abrogate
any warranties, or use or allow the Premises to be used for any unlawful purpose. Lessor shall not be
responsible for non-compliance by any other tenant or occupant of the Project with, or Lessor’s failure to
enforce, any of the rules or regulations or CC&Rs or any other terms or provisions of such tenant’s or
occupant’s lease. Lessee shall promptly comply with the reasonable requirements of any board of fire
insurance underwriters or other similar body now or hereafter constituted. Lessee shall not do any act
which shall in any way encumber the title of Lessor in and to the Premises, the Building or the Project.

3. Insurance; Indemnity. Sections 8.1 through 8.6 of the Lease are hereby deleted in their
entirety and replaced by the following:

“8.1  Lessor’s Insurance. Lessor shall maintain insurance through individual or
blanket policies insuring the Building against fire and extended coverage (including, if Lessor elects, “all
risk” coverage, earthquake/volcanic action, flood and/or surface water insurance) for the full replacement
cost of the Building, with deductibles and the form and endorsements of such coverage as selected by
Lessor, together with rental abatement insurance against loss of Rent in an amount equal to the amount of
Rent for a period of at least twelve (12) months commencing on the date of loss. Lessor may also carry
such other insurance as Lessor may deem prudent or advisable, including, without limitation, liability
insurance in such amounts and on such terms as Lessor shall determine. Lessee shall pay to Lessor, as a
portion of the Operating Expenses, the costs of the insurance coverages described herein, including,
without limitation, Lessor’s cost of any self-insurance deductible or retention.

8.2 Lessee’s Insurance. Lessee shall, at Lessee’s expense, obtain and keep in force at
all times the following insurance:
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(a) Commercial General Liability Insurance (Occurrence Form). A policy of

commercial general liability insurance (occurrence form) having a combined single limit of not less than
Two Million Dollars ($2,000,000) per occurrence and Two Million Dollars ($2,000,000) aggregate per
location if Lessee has multiple locations, providing coverage for, among other things, blanket contractual
liability, premises, products/completed operations with an “Additional Insured Managers or Lessors of
Premises Endorsement” and personal and advertising injury coverage, with deletion of the exclusion for
explosion, collapse or underground hazard, if applicable, and, if necessary, Lessee shall provide for
restoration of the aggregate limit, and provided that the policy shall not contain any intra insured
exclusions as between insured persons or organizations, but shall include coverage for liability assumed
under the Lease as an “insured contract” for the performance of Lessee’s indemnity obligations under the
Lease;

b) Automobile Liability Insurance. Comprehensive automobile liability
insurance having a combined single limit of not less than Two Million Dollars ($1,000,000) per
occurrence and insuring Lessee against liability for claims arising out of ownership, maintenance, or use
of any owned, hired or non-owned automobiles;

(c) Workers’ Compensation and Emplovyer’s Liability Insurance. Workers’

compensation insurance having limits not less than those required by state statute and federal statute, if
applicable, and covering all persons employed by Lessee in the conduct of its operations on the Premises
(including the all states endorsement and, if applicable, the volunteers endorsement), together with
employer’s liability insurance coverage in the amount of at least One Million Dollars ($1,000,000);

(d) Property Insurance. “Special Form” property insurance including boiler
and machinery comprehensive form, if applicable, covering damage to or loss of any of Lessee’s personal
property, fixtures, equipment and alterations, including electronic data processing equipment (collectively
“Lessee’s Property”) (and coverage for the full replacement cost thereof including business interruption
of the Lessee), together with, if the property of Lessee’s invitees is to be kept in the Premises,
warehouseman’s legal liability or bailee customers insurance for the full replacement cost of the property
belonging to invitees and located on the Premises.

(e) Business Interruption. Loss of income and extra expense insurance in
amounts as will reimburse Lessee for direct or indirect loss of eamings attributable to all peril commonly
insured against by prudent lessees in the business of Lessee or attributable to prevention of access to the
Premises as a result of such perils.

8.3 General.

(a) Insurance Companies. Insurance required to be maintained by Lessee
shall be written by companies licensed to do business in the state in which the Premises are located and
having a “General Policyholders Rating” of at least “A-" (or such higher rating as may be required by a
lender having a lien on the Premises) and a financial rating of no less than VII as set forth in the most
current issue of “Best’s Insurance Guide.”

(b) Certificates of Insurance. Lessee shall deliver to Lessor certificates of
insurance and endorsements for all insurance required to be maintained by Lessee in the form acceptable
to Lessor no later than seven (7) days prior to the date of possession of the Premises. Lessee shall, at least
ten (10) days prior to expiration of the policy, furnish Lessor with certificates of renewal or “binders”
thereof. If Lessee fails to maintain any insurance required in the Lease, Lessee shall be liable for all
losses and costs suffered or incurred by Lessor (including litigation costs and attorneys’ fees and
expenses) resulting from said failure.

©) Additional Insureds. Lessor, Lessor’s lender, and any property
management company of Lessor for the Premises shall be named as additional insureds (utilizing ISO
Form CG2010 (11/85) or its equivalent) under all of the policies required by section 8.2(a). The policies
required under Section 8.2(a) shall provide for severability of interest.

) Primary Coverage. All insurance to be maintained by Lessee shall,
except for workers’ compensation and employer’s liability insurance, be primary, without right of
contribution from insurance of Lessor. Any umbrella liability policy or excess liability policy (which
shall be in “following form”) shall provide that if the underlying aggregate is exhausted, the excess
coverage will drop down as primary insurance. The limits of insurance maintained by Lessee shall not
limit Lessee’s liability under the Lease.

(e) Waiver of Subrogation. Notwithstanding any other provisions of the
Lease, Lessee and Lessor each waive all rights to recover damages against the other, for loss or damage
caused by fire and other perils and any other risk to the extent covered by policies of insurance or
required to be covered by policies of insurance which are required to be carried in accordance with this
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Lease. This provision is intended to waive fully, any rights and/or claims which might give rise to a right
of subrogation in favor of any insurance carrier. The coverages obtained by each of Lessee and Lessor
pursuant to the Lease shall include, without limitation, a waiver of subrogation endorsement attached to
the certificate of insurance.

6] Notification of Incidents. Lessee shall notify Lessor within twenty-four
(24) hours after the occurrence of any accidents or incidents in the Premises, the Building, Common
Areas or the Project which could give rise to a claim under any of the insurance policies required under
this Section 8.

4, Breach by Lessor; Performance by Lessee on Behalf of Lessor. Section
13.6(b) of the Lease is hereby deleted in its entirety and replaced with the following:

“13.6(b). Lessee’s Remedies. Lessee and all successors and assigns covenant and agree
that, in the event of any actual or alleged default by Lessor, Lessee’s sole and exclusive remedy shall be
either to seek either specific performance or monetary damages, provided that Lessor shall not be liable
for loss of business profits or consequential damages, and provided further, that any recourse for
monetary damages by Lessee against Lessor shall be limited solely and exclusively to an amount which is
equal to the amounts paid by Lessee to Lessor under the Lease (and Lessee hereby expressly waives and
releases personal liability of Lessor in excess of such amount on behalf of itself and all persons claiming
by through, or under the lease) Further, in no event shall the obligations of Lessor under the Lease
constitute the personal obligations of Lessor or its partners, members, directors, officers or shareholders,
and Lessee shall have no right to seek recourse against Lessor’s partners, members, directors, officers or
shareholders, or any of their personal assets for the satisfaction of any liability of Lessor with respect to
the Lease. Lessee expressly waives all remedies except those specifically set forth in the Lease,
including, without limitation, any right of offset or abatement except as specifically set forth in the Lease,
any right to terminate the Lease under Civil Code Sections 1932(2), 1933(4) and 1941 or any other
successor statute, or any statutory, legal or equitable self-help remedy including, without limitation, Civil
Code Section 1942 or any other current or future law. Nothing contained in the Lease shall entitle Lessee
to terminate the Lease as a result of Lessor’s default nor excuse Lessee from paying Rent or Additional
Rent due hereunder.”

5. Option to Renew. Lessee shall have one option to renew for an additional 24 months at
a rental rate adjusted to fair market value, the Base Year shall be adjusted to reflect the year of the
extension term. Lessee shall notify Lessor in writing of their desire to exercise their option no later than
One hundred and twenty (120) days prior to the termination of the original lease term.

6. Estoppel Certificates. All references in the Lease to “Estoppel Certificate”, inciuding,
but not limited to the definition in Section 16(a), shall refer to Lessor’s standard form certificate.

7. Recordation. Lessee shall not have any right to cause the Lease or any short form or
memorandum thereof to be recorded.

IN WITNESS WHEREOF, the parties have executed this Addendum as of the date of the
Lease.

“Lessor”

THE CITY OF LAGUNA HILLS

By: Bruce E. Channing

By:
Its: City Manager

By: Peggy Johns

By:

Its: City Clerk
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APPROVED AS TO FORM:

By:

City Attorney

“Lessee”

Vilma M. Aarons, an individual

By:

Vilma M Aarons

Its:

Genevieve Wall, an individual

By:

Genevieve Wall

Its:
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EXHIBIT B

RULES AND REGULATIONS

ATTACHED TO AND MADE A PART OF STANDARD OFFICE LEASE

The following Rules and Regulations shall be in effect at the Office Building Project.
Lessor reserves the right to adopt reasonable modifications and additions hereto. In the
case of any conflict between these Rules and Regulations and the Lease, the Lease shall
be controlling.

1. Except with the prior written consent of Lessor, no Lessee shall conduct
any retail sales or any manufacturing of any kind in or from the Premises, or any business
other than that specifically provided for in the Lease.

2. Lessor reserves the right to prohibit personal goods and services vendors
from access to the Office Building Project except upon such reasonable terms and
conditions, including but not limited to the payment of a reasonable fee and provision for
insurance coverage, as are related to the safety, care and cleanliness of the Office
Building Project, the preservation of good order thereon, and the relief of any financial or
other burden on Lessor occasioned by the presence of such vendors or the sale by them of
personal goods or services to the Lessee or its employees. If reasonably necessary for the
accomplishment of these purposes, Lessor may exclude a particular vendor entirely or
limit the number of vendors who may be present at any one time in the Office Building
Project. The term “personal goods or services vendors” means persons who periodically
enter the Office Building Project of which the Premises are a part for the purpose of
selling goods or services to a Lessee, other than goods or services, which are used by a
lessee only for the purpose of conducting its business on the Premises. ‘“Personal goods
or services” include, but are not limited to, drinking water and other beverages, food,
barbering services, and shoe shining services. This Section 2 shall not apply to Lessee’s
vendors and suppliers in connection with Lessee’s operation of its business.

3. The sidewalks, halls, passages, elevators and stairways shall not be
obstructed by any Lessee or used by it for any purpose other than for ingress to and
egress from their respective Premises. The halls, passages, entrances, elevators,
stairways, balconies and roof are not for the use of the general public, and Lessor shall in
all cases retain the right to control and prevent access thereto of all persons whose
presence in the judgment of Lessor shall be prejudicial to the safety, character, reputation
and interests of the Office Building Project and its lessees, provided that nothing herein
contained shall be construed to prevent such access to persons with whom Lessee
normally deals only for the purpose of conducting its business on the Premises (such as
clients, customers, office suppliers and equipment vendors, and the like) unless such
persons are engaged in illegal activities. No Lessee and no employees of any Lessee
shall go upon the roof of the Building without the written consent of Lessor. This
Section 3 shall not apply to Lessee’s vendor’s suppliers in connection with Lessee’s
operation of its business.

4. The sashes, sash doors, windows, glass lights, and any lights or skylights
that reflect or admit light into the halls or other places of the Building shall not be
covered or obstructed. The toilet rooms, water and wash closets and other water
apparatus shall not be used for any purpose other than that or which they were
constructed, and no foreign substance of any kind whatsoever shall be thrown therein,
and the expense of any breakage, stoppage or damage, resulting from the violation of this
rule shall be borne by the Lessee who, or whose clerks, agents, employees, or visitors,
shall have caused it.

5. No sign, advertisement or notice visible from the exterior of the Premises or
Building shall be inscribed, painted or affixed by Lessee on any part of the Office
Building Project or the Premises without the prior written consent of Lessor. If Lessor
shall have given such consent at any time, whether before or after the execution of this
Lease, such consent shall in no way operate as a waiver or release of any of the
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provisions hereof or of this Lease, and shall be deemed to relate only to the particular
sign, advertisement or notice so consented to by Lessor and shall not be construed as
dispensing with the necessity or obtaining the specific written consent of Lessor with
respect to each and every such sign, advertisement or notice, as the case may be, so
consented to by Lessor. Lessor shall have the right to remove any non-approved sign,
advertisement or notice, without notice to and at the expense of Lessee, and Lessor shall
not be liable in damages for such removal.

6. 1n order to maintain the outward professional appearance of the Office
Building Project all window coverings to be installed at the Premises shall be subject to
Lessor’s prior approval. If Lessor, by a notice in writing to Lessee, shall object to any
curtain, blind, shade or screen attached to or hung in, or used in connection with, any
window door of the Premises, such use of such curtain, blind, shade or screen shall be
forthwith discontinued by Lessee. No awnings shall be permitted on any part of the
Premises.

7. Lessee shall not lay linoleum, tile, carpet or other similar floor covering so
that the same shall be affixed to the floor of the Premises in any manner except as
approved by Lessor.

8. Lessee shall not do or permit anything to be done in the Premises, or bring
or keep anything therein, which shall in any way increase the rate of fire insurance on the
Office Building Project, or on the property kept therein, or obstruct or interfere with the
rights of other Lessees, or in any way injure or annoy them, or conflict with the
regulations of the Fire Department or the fire laws, or with any insurance policy upon the
Office Building Project, or any part thereof, or with any rules and ordinances established
by the Board of Health or other governmental authority.

9. No Lessee shall sweep or throw or permit to be swept or thrown from the
Premises any dirt or other substance into any of the corridors or halls or elevators, or out
of the doors or windows or stairways of the Building. Lessee shall not use, keep or
permit to be used any foul or noxious gas or substance in the Premises, or permit or suffer
the Premises to be occupied or used in a manner offensive or objectionable to Lessor or
other occupants of the Office Building Project by reason of noise, odors, fire hazards
and/or vibrations, or interfere in any way with other Lessees or those having business
therein, nor shall any animals or birds be kept in or about the Office Building Project.

10.  Lessee and its employees, agents and invitees shall not smoke any tobacco
products or any other smoking materials whatsoever in the Premises, Building, common
areas or any other area of the Project except in such areas, if any, as shall be designated
by Lessor for smoking, in Lessor’s sole and absolute discretion.

11. No cooking shall be done or permitted by Lessee on the Premises, except
for the use of a microwave oven for food or Underwriter’s Laboratory approved
equipment for brewing coffee, tea, and similar beverages shall be permitted, provided
that such use is in compliance with law. Offices in the Office Building Project shall not
be used for the storage of merchandise or for sleeping or lodging.

12. Lessee, upon the termination of its tenancy, shall deliver to Lessor all the
keys of offices, rooms and toilet rooms which shall have been furnished Lessee or which
Lessee shall have had made, and in the event of loss of any keys so furnished, shall pay
Lessor therefore.

13.  On Saturdays after 6:00pm., Sundays and legal holidays, and on other days
between the hours of 9:00 p.m. and 7:00 a.m., access to the Office Building Project or to
the halls, corridors, elevators or stairways in the Building, or to the Premises may be
refused unless the person seeking access is known to the building watchman, if any, in
charge and has a pass or is properly identified. Lessor shall in no case be liable for
damages for the admission to or exclusion from the Office Building Project of any person
whom Lessor has the right to exclude under Rule 3 above. In case of invasion, mob, riot,
public excitement, or other commotion, Lessor reserves the right but shall not be
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obligated to prevent access to the Office Building Project during the continuance of the
same by closing the doors or otherwise, for the safety of the tenants and protection of
property in the Office Building Project.

14.  Lessee shall see that the windows and doors of the Premises are closed and
securely locked before leaving the building and Lessee shall exercise extraordinary care
and caution that all water faucets or water apparatus are entirely shut off before Lessee or
Lessee’s employees leave the Building, and that all electricity, gas or air shall likewise be
carefully shut off, so as to prevent waste or damage, and for any default or carelessness
Lessee shall make good all injuries sustained by other Lessees or
occupants of the Building or Lessor.

15.  Lessee shall not alter any lock or install a new or additional lock or any
bolt
on any door of the Premises without prior written consent of Lessor. If Lessor shall give
its consent, Lessee shall in each case furnish Lessor with a key for any such lock.

16. Lessee shall not install equipment such as, but not limited to, electronic
tabulating or computer equipment requiring electrical or air conditioning service in
excess of those to be provided by Lessor under the Lease and any such equipment shall
be placed in the Premises in settings approved by Lessor to adsorb or prevent any
vibration, noise or annoyance.

17. No bicycle, or shopping cart, or other vehicle or any animal shall be
brought into the Premises or the halls, corridors, elevators or any part of the Building by
Lessee.

18. Lessor shall have the right to prohibit the use of the name of the Office

Building Project or any other publicity by Lessee which in Landlord’s opinion tends to
impair the reputation of the Office Building Project, or their desirability for other
Lessees, and upon written notice from Lessor, Lessee will refrain from or discontinue
such publicity.

19. Lessee shall not erect any aerial or antenna on the roof or exterior walls of
the Premises, the Building, or the Office Building Project.

20. Lessee shall not overload the floor of the Premises. In addition, Lessee
shall not mark, drive nails, screw or drill into partitions, ceilings or floor of the Premises
or deface the Premises.

21.  No fumniture, freight or equipment of any kind shall be brought into the
Building or the Building’s elevator without the consent of Lessor and all moving of the
same into or out of the Building shall be done at such time and in such manner, as Lessor
shall designate. Lessor shall have the right to prescribe the weight, size and position of
all safes and other heavy equipment brought into the Building and also the times and
manner of moving the same in and out of the Office Building Project. Safes or other
heavy objects shall, if considered necessary by Lessor, stand on wood strips of such
thickness as is necessary to properly distribute the weight.  However, Lessor’s
consent to placement of Lessee’s safes, heavy equipment or furniture shall not constitute
a representation or warranty by Lessor that the safe, heavy equipment or furniture
complies, with regard to distribution of weight and/or vibration, with the provisions of
the Rule 21 nor relieve Lessee from responsibility for the consequences of
noncompliance. Lessor will not be responsible for loss of or damage to any safe or
property from any cause and all damage done to the Building by moving or maintaining
any such safe or property from any cause and all damage done to the Building by moving
or maintaining any such safe or other property shall be repaired at the expense of Lessee.
There shall not be used in any space, or in the public halls of the Building, either by any
Lessee or others, any hand trucks except those equipped with rubber tires and side
guards.
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22.  Except with the written consent of Lessor, no person or persons other than
those approved by Lessor shall be permitted to enter the Building for their purpose of
cleaning the same. Lessee shall not cause any unnecessary labor by reason of Lessee’s
carelessness or indifference in the preservation of good order and cleanliness. Lessor
shall in no way be responsible to any Lessee for any loss of property on the Premises,
however occurring, or for any damage done to the effects of any lessee by the janitor or
any other employee or any other person. Janitor service shall include ordinary dusting
and cleaning by the janitor assigned to such work and shall not include cleaning of
carpets or rugs, except normal vacuuming, or moving of furniture and other special
services. Janitor service may not be furnished on nights when rooms are occupied after
9:00p.m.

23. Lessor will direct electricians as to where and how telephone and
telegraph wires are to be introduced. No boring or cutting for wires will be allowed
without the consent of Lessor. The location of telephones, call boxes and other office
equipment affixed to the Premises shall be subject to the approval of Lessor.

24. No furniture, packages, supplies, equipment or merchandise will be
received in the Building or carried up or down in the elevators, except between such
hours and in such elevators as shall be designated by Lessor.

25. Lessor reserves the right to exclude or expel from the Office Building
Project any person who in the judgment of Lessor, is intoxicated or under the influence
of liquor or illegal, non-prescription drugs, or who shall in any manner do any act in
violation of any of the Rules and Regulations of the Office Building Project.

26. The requirements of Lessee will be attended to only upon application to
Lessor. Contractors, vendors and employees of Lessor shall not perform any work or do
anything outside of their regular duties unless under special instructions from the Lessor
or Lessor’s agent.

27. No vending machine shall be installed, maintained or operated upon the
Premises without the written consent of the Lessor.

28.  Lessor shall have the right, exercisable without notice and without liability
to Lessee, to change the name and the street address of the Building and/or Office
Building Project of which the Premises are a part.

29.  Lessee agrees that it shall comply with all fire and security regulations that
may be issued from time-to-time by Lessor and Lessee also shall provide Lessor with the
name of a designated responsible employee to represent Lessee in all matters pertaining
to such fire or security regulations.

30. Lessor reserves the right by written notice to Lessee, to rescind, alter or
waive any rule or regulation at any time prescribed for the Office Building Project when,
in Lessor’s judgment, it is necessary, desirable or proper for the best interest of the Office
Building Project and its lessees.

31 Lessees shall not disturb, solicit, or canvas any occupant of the Office
Building Project and shall cooperate to prevent same.

32. Lessor shall furnish heating and air conditioning during the hours of 7:00
am. to 6:00 p.m., Monday through Friday, and 8:00 a.m. to 12:00 p.m. on Saturday
except for holidays. In the event Lessee requires heating and air conditioning during off
hours, Sundays or Holidays, Lessor shall on notice provide such services at the then
prevailing rate for such extra services.

33. Lessee shall cooperate with Lessor in obtaining maximum effectiveness of
the cooling system by closing blinds when the sun’s rays fall directly on windows of the
premises. Lessee shall not obstruct, alter, or in any way impair the efficient operation of
Lessor’s heating, ventilating and air-conditioning system. Lessee shall not tamper with
or change the setting of any thermostats or control valves.

4/9/2013 ITEM NO. 4.4



34.  Parking

(a)

(b)
(©

(C))
(®

®

(g)

(b

1)

The parking lot shall be accessible twenty-four (24) hours per day,
subject to parking card or other reasonable Identification or
security restriction as may be reasonably established by Lessor
from time-to-time. Lessee agrees to cooperate with Lessor in
completing regular maintenance of the parking lot.

Automobiles must be parked entirely within the stall lines.

All directional signs and arrows must be observed and the speed
limit shall be 5 miles per hour.

Parking is prohibited in areas not striped for parking.

Lessor may refuse to permit any person who violates the within
rules to park in the parking lot, and any violation of the rules shall
subject the automobile to removal from the parking lot at the
parker’s expense.

Every parker is required to park and lock his or her own
automobile.  All responsibility for any loss or damage to
automobile or any personal property therein is assumed by the
parker.

The parking lot is for the sole purpose of parking one automobile
per space. Washing, waxing, cleaning or servicing of any vehicles
by the parker or his agents is prohibited.

Storage of vehicles in the parking facilities is prohibited. Lessee
and Lessee’s employees and visitors shall not leave vehicles in the
parking lot overnight.

Lessor reserves the right to restrict customer, Lessee and Lessee’s
employees parking to a limited designated area or areas.

3s5. Lessee agrees to comply and acquaint its employees with such reasonable
rules and regulations in the use of such Common areas as Lessor may adopt from time to
time for the orderly and proper operation of said Common Areas.

Lessor reserves the right to make such other and further rules and
regulations as in its judgment may be for the safety, care and cleanliness of the Office
Building Project and for the preservation of good order therein. Lessee agrees to abide
by these Rules and Regulations herein above stated and any additional rules and
regulations, which are adopted hereafter.

Date:

Date:

Lessor’s Initials:

Lessee’s Initials:
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EXHIBIT “C”

Waiver and Release.

It is the express and understood intent, purpose, desire, and agreement of
the parties in the event of termination for cause or expiration of the lease term,
that Tenant, on behaif of itself, its officers, heirs, agents, shareholders,
employees, subcontractors, executors, successors and assigns, shall and does
hereby release and discharge Landlord, and its respective elected and appointed
officials, officers, directors, employees, attorneys, accountants, consultants, other
professionals, and agents, from and against the following: any claims, penalties,
actions or causes of action, obligations, and demands of any kind including but
not limited to, any claims arising under the California Eminent Domain Law (Title
7 (commending with Section 1230.010) of Part 3 of the California Code of Civil
Procedure), the Relocation Statutes and Regulations set forth in Chapter 16
(commending with Section 7260) of Division 7 of the California Government
Code and Subchapter 1 (commencing with Section 6000) Division 3 of Title 25 of
the California Code of regulations, and claims for a “taking” or inverse
condemnation arising under the United States or California Constitutions or
under any federal, state, or local law, statute, ordinance, regulation, rule, official
policy, court order, or common law (collectively, the “Released Claims”).

The parties further acknowledge that the Released Claims include any
claims for loss of business goodwill pursuant to Code of Civil Procedure
§1263.510 et seq., for precondemnation damages and severance damages.

Initial
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EXHIBIT "D"

REQUIREMENTS FOR IMPROVEMENTS OR ALTERATIONS BY LESSEE

If Lessor shall permit Lessee to construct any interior improvements (subsequent to the initial
Improvements which shall be constructed by Lessor) in the Premises or to have any work performed in the
Premises at any time prior to or during the Lease term by a contractor retained by Lessee (“Lessee’s
Work”), then Lessee shall comply with the requirements set forth herein. If Lessee’s Work has been
properly authorized, Lessee will receive written approval and consent for alterations to the Premises. All
alterations to the Premises, excepting movable furniture and trade fixtures, shall, at Lessor’s option,
become a part of the realty and belong to Lessor.

1. SUBMITTAL OF PLANS. Prior to commencing any work in the Premises, Lessee shall
submit to Lessor for approval its proposed plans for the work. Without limiting the foregoing, Lessee shall
provide:

(a) A separate scale drawing denoting all proposed construction and/or demolition, if
necessary.

(b) A separate drawing for each trade proposing structural, electrical, mechanical, civil
or landscaping modifications.

(c) Specify all dimensions and complete references to all work to be performed in the
affected areas.

(d) Ifadding extra electrical or mechanical equipment, provide complete operating and
maintenance specifications for each item.

2. CHECKLIST. With respect to each project, Lessor will provide Lessee with a checklist
listing the items required to be furnished to Lessor in connection with the proposed work. Lessee shall
furnish to Lessor prior to, during, or upon completion of Lessee’s Work, as applicable, each of the items
specified in the checklist attached hereto as Attachment 1.

3. CONTRACTORS PROVIDING INTERIOR IMPROVEMENT SERVICES.

(a) The contractor employed by Lessee and any subcontractors shall be (i) duly licensed
in the state in which the Premises are located, and (ii) subject to Lessor’s prior written approval, which
approval shall not be unreasonably withheld. If more than one trade is employed on a single job, state law
requires the services of a general contractor in addition to contractors for specialty work being performed.

(b) Each contractor shall provide proof of licensing as a general or specialty contractor
in accordance with state law. Additionally, each contractor shall furnish proof of licensing in the city or
municipality in which the construction related activity is to take place.

(c) Lessee shall use Lessor’s subcontractor for mechanical, electrical, plumbing, roofing
and roofing consultant if available at competitive rates.

(d) Lessee and Lessee’s contractors shall comply with all Applicable Laws pertaining to
the performance of Lessee’s Work and the completed improvements and all applicable safety regulations
established by Lessor or the general contractor.

(e) Prior to commencement of any work in the Premises, Lessee and Lessee’s

contractors (and any subcontractors) shall obtain and provide Lessor with certificates evidencing Workers’
Compensation, public liability and property damage insurance in amounts and forms and with companies
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satisfactory to Lessor. Each general contractor (and any subcontractor) employed on the Premises shall
provide Lessor with a current certificate of insurance in effect for that contractor with a thirty day notice of
cancellation or revocation clause. Insurance requirements are as follows:

@) Comprehensive General Liability with a $1,000,000 Combined Single
Limit covering the liability of Lessor and contractor for bodily injury
and property damage arising as a result of the construction of the
improvements and the services performed thereunder. Lessor and any
Management Company shall be named as an additional insured.

(ii) Comprehensive Automobile Liability with a $1,000,000 Combined
Single Limit covering Lessor and vehicles used by contractor (and any
subcontractor) in connection with the construction of the
improvements.

(ii1) Workers’ Compensation and Employer’s Liability as required by law,
for employees of the contractor (and any subcontractors) performing
work on the Premises.

(f) The following requirements shall be incorporated as “Special Conditions” into the
contract between Lessee and its contractors and a copy of the contract shall be furnished to Lessor prior to
the commencement of Lessee’s Work:

@) Prior to start of Lessee’s Work, Lessee’s contractor shall provide
Lessor with a construction schedule in “bar graph” form indicating the
completion dates of all phases of Lessee’s Work.

(ii) Lessee’s contractor shall be responsible for the repair, replacement or
clean-up of any damage done by it to other contractors’ work which
specifically includes accessways to the Premises which may be
concurrently used by others.

(iii) Lessee’s contractor shall accept the Premises prior to starting any
trenching operations. Any rework of sub-base or compaction required
after the contractor’s initial acceptance of the Premises shall be done by
Lessee’s contractor, which shall include the removal from the Project
of any excess dirt or debris.

@iv) Lessee’s contractor shall contain its storage of materials and its
operations within the Premises and such other space as it may be
assigned by Lessor or Lessor’s contractor. Should Lessee’s contractor
be assigned space outside the Premises, it shall move to such other
space as Lessor or Lessor’s contractor shall direct from time to time to
avoid interference or delays with other work.

) Lessee’s contractor shall clean up the construction area and
surrounding exterior areas daily. All trash, demolition materials and
surplus construction materials shall be stored within the Premises and
promptly removed from the Premises and the Project and disposed of in
an approved sanitation site.

(vi) Lessee’s contractor shall provide temporary utilities, portable toilet
facilities, and potable drinking water as required for its work within the
Premises and shall pay to Lessor’s contractor the cost of any temporary
utilities and facilities provided by Lessor’s contractor at Lessee’s
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contractor’s request.

(vii) Lessee’s contractor shall notify Lessor or Lessor’s project manager of
any planned work to be done on weekends or other than normal job
hours.

(viii)  Lessee’s contractor or subcontractors shall not post signs on any part of
the Project or on the Premises.

4. COSTS.

(a) Lessce shall promptly pay any and all costs and expenses in connection with or
arising out of the performance of Lessee’s Work (including the costs of permits thereof) and shall furnish to
Lessor evidence of such payment upon request.

(b) Except in the case of carpet replacement or repainting, Lessee shall pay Lessor an
amount equal to five percent (5%) of the total hard costs of construction and installation of Lessee’s Work
as compensation to Lessor for review of plans, use of facilities and other miscellaneous costs of Lessor
incurred as a result of such work.

5. CONTRACTOR’S BONDS. At Lessor's sole discretion, Lessor may require Lessee to obtain
performance and completion bonds to insure Interior Work

6. MECHANIC’S LIENS.

(a) Lessce shall not suffer or permit to be enforced against the Premises or any part of
the Project any mechanic’s, materialman’s, contractor’s or subcontractor’s lien arising out of any work of
improvement, however it may arise.

(b) Lessee shall notify Lessor at least ten (10) days prior to the commencement of
construction of any Lessee’s Work and Lessor shall have the right to post and record a notice of no
responsibility in conformity with applicable law. Within ten (10) days following completion of Lessee’s
Work, Lessee shall file a Notice of Completion and deliver to Lessor an unconditional release and waiver
of lien executed by each contractor, subcontractor and materialman involved in Lessee’s Work.

(c) Inthe event any lien is filed against the Project or any portion thereof or against
Lessee’s leasehold interest therein as a result of Lessee’s work, Lessee shall obtain the release and/or
discharge of said lien, within ten (10) days after the filing thereof. In the event Lessee fails to do so, Lessor
may obtain the release and/or discharge of said lien and Lessee shall indemnify Lessor for the costs thereof,
including reasonable attorney’s fees, together with interest at the Applicable Interest Rate from the date of
demand. Nothing herein shall prohibit Lessee from contesting the validity of any such asserted claim,
provided Lessee has furnished to Lessor a lien release bond freeing the Premises from the effect of the lien
claim.

7. INDEMNITY. Lessee shall indemnify, defend (with counsel satisfactory to Lessor) and hold
Lessor harmless from and against any and all suits, claims, actions, loss, cost or expense (including claims
for workers’ compensation, attorney’s fees and costs) based on personal injury or property damage, or
otherwise (including, without limitation, contract and breach of warranty claims) arising from the
performance of Lessee’s Work. Lessee shall repair or replace (or, at Lessor’s election, reimburse Lessor
for the cost of repairing or replacing) any portion of the Building or item of Lessor’s equipment or any of
Lessor’s real or personal property damaged, lost or destroyed in the performance of Lessee’s Work.

8. BUILDING STANDARDS. All work shall conform to Lessor’s established building

standards and specifications. Lessee is required to make these standards part of the construction
documents.
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9. ROOF PENETRATIONS. If improvements penetrate the roof membrane, the penetrations
will be sealed per Lessor/IRC roofing specifications and inspected by IRC to maintain roof warranty. The
cost of inspection and all corrective work shall be borne by Lessee. Lessee shall use Lessor’s original
roofing contractor.

10. BUILDING MODIFICATIONS. Work will only be approved within the confines of a given
space. Lessee will not be allowed to modify building exterior or mechanical and electrical service as
provided to the building in common with other tenants.

11. ELECTRICAL WORK. All electrical work shall be approved from the unit space electrical
panel only. Additional service requirements shall be secured only by direction of Lessor. Lessee shall use
Lessor’s original electrical contractor if available at competitive rates.

12. SCHEDULE OF WORK. Lessee shall be required to provide a schedule of all work to be
performed, subject to Lessor approval. All costs to produce such schedule shall be borne solely by Lessee.

13. CLEAN UP AND DISPOSAL OF CONSTRUCTION DEBRIS. Building trash containers
are provided for office generated trash only and are not to be used for disposal of construction-related
materials and debris. Unapproved usage will result in a penalty assessment to the Lessee equal to the cost
of an extra pick-up service as provided under the current rate schedule of regular trash removal service.

14. INSPECTION BY LANDLORD. Lessor reserves the following rights: (i) the right of
inspection prior to, during and at completion of all construction and/or demolition, (ii) the right to post
and record a notice of nonresponsibility in conformity with California law, and (iii) the right to order, if
reasonable, a total stop to all improvements underway for non-compliance with any of the requirements
hereof.

15. GENERAL PROVISIONS.
(a) If Lessor has agreed to provide an allowance toward the cost of tenant improvements
(other than the initial Lessee Improvement Allowance), Lessor shall retain from such funds an amount
determined by Lessor until Lessee has fully complied with the requirements hereof.
(b) All materials, work, installations and decorations of any nature whatsoever brought
on or installed in the Premises before the commencement of the Term or throughout the Term shall be at
Lessee’s risk, and neither Lessor nor any party acting on Lessor’s behalf shall be responsible for any

damage thereto or loss or destruction thereof due to any reason or cause whatsoever.

(c) Nothing contained herein shall make or constitute Lessee as the agent of Lessor.
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Attachment 1

ITEMS TO BE FURNISHED TO LESSOR FOR EACH WORK OF IMPROVEMENT

1. Plan of Alterations for Lessor Approval.

2. Contractor(s), Address, Telephone Number, Contact Person.

3. Copy of Contractor’s State and City Business License.

4. Copy of Building Permit.

5. Copy of Final Inspection and Signed Building Permit Cards.

6. Copy of Certificate of Insurance Naming The City of Laguna Hills and Essex Realty Management

as Additional Insured. Insurance to include Comprehensive General Liability, Comprehensive
Auto, Workers’ Compensation, Employer’s Liability and original Endorsement.

7. Signed Unconditional Lien Waiver in favor of Development Corporation.
8. Schedule of Work.

9. Copy of Completion and Payment Bond.

10. Architect’s License and Expiration.

11. Copy of Permit Plans.

12. Copy of As-Builts.

13. Copy of Recorded Notice of Completion.
14. Certificate of Occupancy.
15. Evidence of Insurance for All-Risk/Builder’s Risk Insurance to the Amount of Improvements.
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Council Member Bressette indicated that he removed this item from the Consent
Calendar in order to vote no on the adoption of the Ordinance.

THE CITY COUNCIL ADOPTED ORDINANCE NO. 2013-1, AN ORDINANCE OF
THE CITY OF LAGUNA HILLS, CALIFORNIA, AMENDING AND RESTATING
SECTIONS 2-04.010 AND 2-04.020 OF CHAPTER 2-04 OF TITLE 2 OF THE
LAGUNA HILLS MUNICIPAL CODE ESTABLISHING THE DATES, TIMES AND
LOCATION OF CITY COUNCIL REGULAR MEETINGS, BY M/COUNCIL
MEMBER CARRUTH, S/ICOUNCIL MEMBER GILBERT.

APPROVED BY A VOTE OF 4-1 (COUNCIL MEMBER BRESSETTE VOTING
NO).

5. PLANNING AGENCY

Mayor Kogerman recessed the City Council meeting and acting in the capacity of
Chair, called the regular meeting of the Planning Agency of the City of Laguna Hills,
California to order at 7:32 PM.

5.1 ROLL CALL OF PLANNING AGENCY MEMBERS

Present. Chair Kogerman, Vice Chair Blount, Agency Member Bressette, Agency
Member Carruth, and Agency Member Gilbert.

52 PUBLIC COMMENTS
There were no Public Comments.
5.3 MINUTES
5.3.1 REGULAR MEETING, MARCH 12, 2013

MOTION TO APPROVE THE MINUTES OF THE MARCH 12, 2013, REGULAR
MEETING, BY M/AGENCY MEMBER CARRUTH, S/AGENCY MEMBER
GILBERT.

APPROVED BY A VOTE OF 5-0.

5.4 PLANNING AGENCY PUBLIC HEARINGS

5.4.1 TENTATIVE PARCEL MAP & VARIANCE NO. 11-12-2428, A
REQUEST TO SUBDIVIDE THE CABOT TOWN CENTER
PROPERTY INTO FOUR PARCELS AT 25214-25272 CABOT ROAD
IN THE (FC) FREEWAY COMMERCIAL ZONING DISTRICT.

THE PLANNING AGENCY CONTINUED THE PUBLIC HEARING FOR
TENTATIVE PARCEL MAP/VARIANCE NO. 11-12-2428 TO A DATE
UNCERTAIN, BY M/AGENCY MEMBER CARRUTH, S/AGENCY MEMBER
BRESSETTE.

APPROVED BY A VOTE OF 5-0.
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PLANNING AGENCY ADJOURNMENT

Mayor Kogerman reconvened the City Council meeting at 7:33 PM. All Council
Members were present.

6. CITY COUNCIL PUBLIC HEARINGS
There were no City Council Public Hearings.
7. ADMINISTRATIVE REPORTS
7.1 City Manager
The City Manager made no reports.

8. MATTERS AGENDIZED AND PRESENTED BY CITY COUNCIL MEMBERS AND
MAYOR

8.1 COUNCIL MEMBER CARRUTH
8.1.1 SAN ONOFRE NUCLEAR GENERATING STATION
THERE WAS NO ACTION TAKEN ON THIS ITEM.

8.2 MAYOR KOGERMAN

8.2.1 PROPOSED REVISION OF THE CONSTITUTION AND TIMING OF
MEETINGS OF THE PLANNING AGENCY/COMMISSION

Len Herman, Laguna Hills, spoke in favor of the proposed revision of the
constitution and timing of meetings of the Planning Agency/Commission.

THE CITY COUNCIL DIRECTED STAFF TO RETURN WITH A REPORT
CONTAINING AN ESTIMATE OF ASSOCIATED COSTS OF ESTABLISHING
AND MAINTAINING AN INDEPENDENT PLANNING COMMISSION, BY
M/MAYOR PRO TEMPORE BLOUNT, S/COUNCIL MEMBER GILBERT.
APPROVED BY A VOTE OF 3-2 (COUNCIL MEMBERS BRESSETTE AND
CARRUTH VOTING NO).

9. CITY COUNCIL MEMBER COMMENTS
COUNCIL MEMBER BRESSETTE

Council Member Bressette indicated that there was a kitchen fire last week in the
City that displaced eight residents, and reported that the Orange County Fire
Authority website contained safety guidelines helpful to residents.

COUNCIL MEMBER GILBERT

Council Member Gilbert indicated that he attended the Orange County Fire Authority
meeting last week and discovered that battery or hard-wired smoke detectors were
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DATE: APRILY, 2013
TO: MAYOR AND COUNCIL MEMBERS

FROM: DONALD J. WHITE
ASSISTANT CITY MANAGER

ISSUE: EXPANSION OF THE USE OF SOCIAL MEDIA

RECOMMENDATION: THAT THE CITY COUNCIL DIRECT STAFF TO PROCEED
WITH THE DEVELOPMENT OF A MOBILE APPLICATION AND THE ESTABLISHMENT
OF SPECIAL EVENT FACEBOOK PAGES.

SUMMARY:

The City currently utilizes a number of electronic mediums with which to connect with and
provide information to members of the community, including, but not limited to, the City's
website, Active.net, RequestPartner, an electronic community bulletin board, SIRE web
streaming of City Council and Commission meetings, and Twitter. The prevalence of the
use of smartphones in the general population has created an opportunity to provide a new
avenue of communication with residents through the development of a mobile device
application. In addition, staff is also recommending the limited use of Facebook event
pages to advertise the City's special events.

BACKGROUND:

As part of the 2011-2013 Biennial Budget deliberations, one of the identified Major Plans
for the Administrative Services Department was to explore ways of using online social
networking to increase citizen participation and public information.

In recent years, the popularity and prevalence of social media has transformed the way
people communicate and obtain information, dramatically changing the dynamics of how
people and organizations connect with one another. Consequently, at the federal, State,
and local levels, government agencies are utilizing social media to disseminate information
from and about the City to the public, effectively changing how the public receives, expects
and solicits information from the City.
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Over the last few years, the City has worked to enhance information available to the public
via its website and limited use of social media, effectively hoping to capitalize on an
audience who voluntarily chooses to receive City content and updates.

Overview of Current Public Outreach Tools

The City currently utilizes a number of public outreach tools to electronically interface and
communicate with members of the public. Staff felt it appropriate to briefly discuss the
various avenues available to the public to interface with and receive information from the
City.

City Website:

The City website represents the most basic form of online interaction with the
public. In addition to providing general information about the City, such as demographic
information and a brief history of the City, the City website provides access to news and
announcements; staff contact information; public notices; a service directory providing
contact information for county, State, and federal agencies; calendar of City events and
meetings; notices for Request for Proposals (RFP); employment opportunities; and access
to the City’s municipal code. Based on key available data regarding the City website over
the past year—including the top visited pages, the number of visits, length of time for each
visit, and the unique number of visitors versus returning visitors—the top visited pages to
the City’s website for the last calendar year were as follows:

City website Homepage

City Calendar

Bids & RFPs

Employment

Search

Community Services Facilities Information
Community Services Class Schedule
Contact Us

. Services

10.Forms, Maps, and Documents

CoNo>ahwN =

In conjunction with the development of the 2013-2015 Biennial Budget, staff will be
proposing a major plan to complete a redesign of the entire City website. Costs for the
website redesign are estimated at $25,000.

Active.net:

Approximately, 8,627 users are registered in the Active.net system to receive email
blasts. These users, which include both residents and non-residents, are automatically
registered with Active.net when registering for Community Services programs/classes.
During a twelve month period (January 1, 2012—December 31, 2012), 53 email blasts
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were sent out advertising recreation programs such as a new class/activity, City events,
registration reminders, etc.

RequestPartner:

The City currently contracts with RequestPartner to administer the requests for
information and services sections of the City’s website, as well as the Frequently Asked
Questions (FAQ) page. This allows the public the opportunity to submit any requests for
services via the internet. In the past 12 months, an average of 48 requests/complaints per
month have been submitted through RequestPartner, with a total of 583
requests/complaints submitted during last calendar year.

SIRE (Web Streaming for City Council and Commission Meetings):

Using the SIRE software module, the City began broadcasting its City Council and
Commission meetings in March 2011. While specific data is not available regarding the
number of users actually streaming the City Council and Commission meetings, some
assumptions can be made using data that is available. The City's "Agendas & Minutes"
webpage receives approximately 300 visits per month. It should be noted that there are
three limits to the data: (1) we are unable to determine and distinguish between visitors
that stream the meetings versus simply pull up the agenda reports; (2) we are unable to
determine whether residents streaming the meetings are choosing to stream a particular
item or the whole meeting; and (3) the number of visits per month does not represent the
number of individual IP addresses accessing the "Agendas & Minutes" webpage. In other
words, one resident streaming the same agenda meeting or item multiple times will result
in the data registering multiple visits. We are, therefore, unable to determine the actual
number of residents currently utilizing the web streaming capabilities on the City's website.

Electronic Community Bulletin Board:

Late last year, the City Council authorized the establishment of an electronic
Community Bulletin Board as a means of providing a limited public forum and allowing for
the advertising of local community events and activities that are of general and current
interest. Specifically, the electronic Community Bulletin Board provides a venue for the
posting of noncommercial messages that promote educational, philanthropic, civic,
charitable, cultural, or recreational activities, events or fundraisers. As of March 31, 2013,
there are 13 announcements/events/activities posted on the Bulletin Board.

Twitter:

Since establishing a City account in May 2010, the City has utilized Twitter to send
out notification to the public regarding a variety of issues, including notices of road work,
scheduled power outages, and upcoming community events. To date, the City has a total
of 246 “followers” that have chosen to receive notifications as they are sent out by the City.

Utilizing social media may assist the City in reaching members of the community that are
not currently engaged in local government affairs. The intent is to utilize social media,
along with the City’s other current forms of public outreach detailed above. With the
exception of RequestPartner, it is not staff's intent to replace the current forms of
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communication with social media, but rather, to add the technology to the City’s current
communication resources. Specifically, staff has identified the following tools: the
development of a mobile application and the limited use of Facebook to promote special
events.

Mobile Application

According to recent data, there are approximately 235 million mobile phone users in the
United States, of which 114 million of those use smartphones. Additional data reports that
there are at least 165 million active Android and Apple devices throughout the U.S. and
they are used by 78% of the adult population (ages 15-64).

The prevalence of smartphones creates an opportunity to provide a new avenue for
communication with residents. Consequently, staff has begun researching the
development of a customized mobile application for the purpose of providing news,
events, and City contact information to residents, businesses, and visitors. The mobile
application, should it be approved, would also promote the City's many facilities, parks,
and trails available to the public.

As currently envisioned, the features of the mobile application would include, but are not
limited to, the following:

¢ News—as released in the City’s news updates

e Calendar—includes City events

e Report An Issue—users can submit requests for street maintenance or other
issues, such as graffiti and pot holes

¢ Recreation—a full list of City parks, local trails, and information on City facilities

e City Information—contact information for the Civic Center, all departments and
services

One of the key features on the mobile device application would be the Report An Issue
component whereby users can report issues throughout the City such as graffiti or pot
holes. At that time, users would also have the opportunity to attach a picture of the issue,
if applicable, at which point the smartphone's GPS function would automatically provide
City staff with the location of the issue to be addressed. In many ways, this feature on the
mobile device application will duplicate many of the efforts and services currently provided
by RequestPartner. The only feature not duplicated would be the Frequently Asked
Questions (FAQ) page on the City's website. However, staff could easily recreate this
function using the content management portion of the City's website. As such, staff is
recommending that the City discontinue the use of RequestPartner and reallocate the
monthly service fee to pay for the monthly maintenance costs associated with the mobile
device application.
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Staff is currently in the process of evaluating possible mobile application developers and
will work with the selected developer to ensure the mobile application is available on both
the Apple and Android platforms. It is anticipated the mobile application will come online
during the summer of 2013.

Facebook

Facebook represents an inexpensive method whereby the City can push notifications to
interested persons throughout the community. Rather than setting up a City Facebook
page and allowing users to opt in, or “like”, the City’s page, staff thinks it more beneficial to
set up event pages for the City’s special events, such as the Fourth of July Celebration,
Memorial Day Half Marathon, Volunteer Connection Day, Earth Day Laguna Hills, and
other designated recreation activities. Setting up individual pages for these special events
and recreation activities would not only allow the community to easily locate information
regarding the event/activity but also extend invitations to others that may be interested in
attending and/or participating. It should be noted that this effort is a proposed work
program for the Community Services Department for the upcoming biennial budget cycle.

In conjunction with establishing individual Facebook event pages, staff would also
recommend utilizing Facebook to conduct targeted advertisement to Laguna Hills
residents promoting the City's special events. Based on statistics available from
Facebook, there are approximately 14,360 Facebook users who have identified Laguna
Hills as their hometown. Staff proposes budgeting $500 per event to advertise through
Facebook and promote the City's special events through sidebar ads. In developing the
ads, the option is provided to either redirect those seeking additional information to either
an external URL or to an already-established Facebook page. The ad would be
developed so as to redirect residents interested in obtaining more information to the
individual Facebook event page.

The City’s use of Facebook for official City purposes raises legal issues that are unique to
local governments and generally do not affect private persons or entities. There are two
legal issues that arise through the use of Facebook: (1) a First Amendment right to free
speech issues possibly violated through the censorship of comments deemed
inappropriate by the City; and (2) Brown Act violations that may occur should three or
more Councilmembers comment on a particular item. Both of these issues will be
addressed by effectively disabling the commenting capabilities to the City’s account. In
addition, the City will include a link on its event pages that would explicitly state the
prohibition of comments, and as such, all comments will be immediately removed.

FISCAL IMPACT:
Based on preliminary estimates, the development of a mobile device application will cost
approximately $5,000, with ongoing, monthly maintenance costs ranging from $300-$500,

depending on the specific features included within the application. As mentioned earlier in
the staff report, it is anticipated that the mobile application would replace the City's current
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use of RequestPartner and the monthly maintenance costs would be reallocated
accordingly. Monthly maintenance costs for RequestPartner are currently $500 per
month, resulting in a net $0 cost for the ongoing, monthly maintenance costs associated
with the mobile application. Regarding Facebook advertising costs, staff recommends
budgeting $500 per special event for targeted advertising to Laguna Hills residents.

4/9/2013 ITEM NO. 7.2.1



City of Laguna Hills
City Council Meeting Agenda
Staff Report

DATE: APRILY, 2013
TO: MAYOR AND COUNCIL MEMBERS

FROM: DAVID CHANTARANGSU, AICP
COMMUNITY DEVELOPMENT DIRECTOR

ISSUE: ESTIMATE OF COSTS ASSOCIATED WITH THE FORMATION OF A
PLANNING COMMISSION.

RECOMMENDATION: THAT THE CITY COUNCIL RECEIVE AND FILE THE
REPORT.

SUMMARY:

At the City Council’s meeting of March 26, 2013, staff was directed to provide additional
information concerning the costs associated with the formation of a city planning
commission. Staff estimates that start-up costs could be $50,000 or more, and recurring
costs to support a planning commission could run as high as $187,000. Details of the cost
estimate are described in the body of the report. Applicants’ costs of processing zoning
permits through the City are also likely to increase. The estimate represents a worst-case
scenario.

BACKGROUND:

Direct costs associated with the establishment of a planning commission by the City
Council will come from one-time costs for start-up activities necessary to create the
commission as well as year-over-year recurring costs needed to support the commission.

Planning Commission Start-Up Costs

Start-up costs will originate from the commitment of staff and the City Attorney’s time to
amend the Laguna Hills Municipal Code to create an enabling ordinance establishing the
planning commission. As Mayor Kogerman's memo identifies, the Municipal Code will
need to establish the commission’s operating parameters such as the process for
selection and appointment of the commission, establishment of review processes and
procedures, appeals, and so forth. The current Planning Agency structure that is
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embedded in the Municipal Code would also have to be removed. While not a complex

work effort, it will be a time intensive effort and staff estimates that the process could incur
expenses of at least $50,000 between staff and the City Attorney’s time.

Planning Commission Recurring Support Costs

Once the Planning Commission is established, the City would incur annual costs to
support the commission’s work including additional staff, commission training, and legal
representation at meetings. A breakdown of the recurring support costs are described in
the table below.

ltem Cost
Stipend $0-$400/ Commissioner S0k-$24k
Training (Annual League of CA Cities Conference) S5k-S7k
City Attorney Costs (Agenda Review/ Meeting

Representation) S65k
Administrative Assistant for preparation of
commission packets/ preparation of resolutions/ S77k (fully burdened salary

meeting minutes/ Brown Act compliance/ noticing/ | + benefits)
posting/ SIRE

Staff overtime for attendance at meetings S7k
Supplies - Copying charges/ Miscellaneous supplies | S5k-S7k
TOTAL COSTS $159k-$187k

Recurring costs could vary depending on whether or not commissioners were paid a
monthly stipend to serve. Staff notes that applicants will also have increased costs in
processing their zoning applications since the City charges applicants on a time and
material basis. Applicants would incur charges for staff time spent at commission
meetings, commissioner briefings, as well as for additional staff time spent on preparing
two sets of reports (commission and City Council).

The estimate provided represents a worst-case approach in terms of cost. It may be
possible to reduce costs in the area of the Administrative Assistant position. Further
evaluation would have to be done to determine whether or not this position could be filled
on a part-time basis. At most, the savings is not likely exceed $30,000 which is not
reflected in the figure above.
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FISCAL IMPACT:

The City would be required to commit at least $50,000 to revise the Municipal Code which
would be paid out of General Fund reserves. Going forward, a “worst-case” estimate of
personnel costs and operating costs would range between $159,000 and $187,000. A

portion of these expenditures would be recouped from applicants through the assessment
of additional processing, fees as permitted by law.

CEQA FINDINGS:

The evaluation of costs related to the operation of a planning commission is not activity
subject to the requirements of CEQA.

ATTACHMENTS:

o Attachment 1 - Mayor Kogerman’s Report to the City Council concerning the
formation of a planning commission from the meeting of March 26, 2013.
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DATE: MARCH 26, 2013
TO: COUNCIL MEMBERS
FROM: MAYOR KOGERMAN

ISSUE: PROPOSED REVISION OF THE CONSTITUTION AND TIMING OF
MEETINGS OF THE PLANNING AGENCY/COMMISSION

RECOMMENDATION: THAT THE CITY COUNCIL DIRECT STAFF TO: (1) RETURN
WITH A REPORT CONTAINING THE FOLLOWING INFORMATION ON MUNICIPAL
INDEPENDENT PLANNING COMMISSIONS: (A) METHODS FOR THE SELECTION OF
INDEPENDENT PLANNING COMMISSIONERS; (B) RANGE OF NUMBERS OF
COMMISSIONERS; (C) DUTIES AND RESPONSIBILITIES; (D) TERMS OF OFFICE
AND SCOPE OF POWERS; (E) PROCESS FOR REMOVING AN INDEPENDENT
PLANNING COMMISSIONER; (F) APPEALS PROCESS; (G) MEETING FREQUENCIES
AND NOTICING REQUIREMENTS; (H) ESTIMATE OF ASSOCIATED COSTS, IF ANY,
OF ESTABLISHING AND MAINTAINING AN INDEPENDENT PLANNING
COMMISSION; AND (2) UPON CITY COUNCIL REVIEW OF THE ABOVE REPORT, TO
RETURN WITH PROPOSALS FOR DISSOLVING THE CURRENT “PLANNING
AGENCY,” AND IN ITS PLACE ESTABLISHING AN “INDEPENDENT PLANNING
COMMISSION” COMPRISED OF QUALIFIED RESIDENTS APPROVED BY THE CITY
COUNCIL ACCORDING TO PROCEDURES ESTABLISHED BY THE CITY COUNCIL.

SUMMARY:

The “independent” Planning Commission model is by far the most common planning
methodology employed by cities for good reasons. It is preferred by the vast majority who
appear before this governmental agency, because this governmental processes and the
manner of deliberation are much more conducive to rendering a more thoroughly-vetted
result than by appealing directly to the ultimate decision-approval agency without prior
public discussion. It permits more efficient use of the City Council’s time. The
independent Planning Commission process saves time, reduces minutia, and is citizen-
friendly. With these compelling reasons, combined with the advent of term limits, and the
maturation stage now evident in the City, it is now timely to form an independent Planning
Commission in Laguna Hills.
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BACKGROUND:

The purpose of this recommendation is to enable the City Council to evaluate the practices
of municipal Planning Commissions which operate independently from their respective
City Councils, in anticipation of replacing the current Laguna Hills Planning Agency with a
separate independent Planning Commission answerable to the duly-elected City Council.

RATIONALE:

An independent Planning Commission is by far the most common planning
decision-making body among Orange County cities

Of Orange County’s 34 cities, only four, namely, Aliso Viejo, Cypress, Laguna Hills,
and Villa Park do not currently have an independent Planning Commission or a
committee or commission that performs the functions of an independent Planning
Commission. Aliso Viejo currently follows the Laguna Hills model of planning issues
coming before the City Council acting as Planning Agency. The remaining 30 Orange
County Cities, regardless of size, have independent Planning Commissions or
committees that perform the functions of an independent Planning Commission.  City
Council members in these cities, while retaining ultimate approval of decisions made by
their independent Planning Commissions, rely on the broad expertise of their independent
commissioners and city staff for a full, effective and impartial review of planning matters
which are ultimately determined by the City Council.

Independent Planning Commissions present an efficient way to make
planning decisions

Throughout the state and nation, the “independent” Planning Commission process is the
norm, a fact that is in itself telling. It is the professional business decision-making arena
that the public expects and to which it is entitled. Independent Planning Commission
meetings foster unfettered discussion under freer circumstances without the time
constraints typically imposed when a city council is conducting its general business. The
main argument against using independent Planning Commissions for the planning process
is the contention that they are inefficient, adding an “extra, unnecessary step,” and
increase costs.

These contentions have little credence. Municipalities employ independent Planning
Commissions because they are far better equipped to deal with the “nitty-gritty.” They fully
develop background and make recommendations, yet the City Council makes the final
decisions. Independent Planning Commissions act as a clearing house for an abundance
of items, thus saving valuable time that might otherwise be inefficiently utilized by the City
Council. The independent Planning Commission processes tend to be less formal and
more conducive to investigatory exchanges on items that need not come up before the
City Council. When independent Planning Commission decisions come before the City
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Council, the City Council can act more effectively and decisively, and be confident that
their ultimate decisions are based on a fully-vetted process. The independent Planning
Commission plays the first eight innings of the game, yet the ninth inning and deciding
inning remains in the hands of the City Council.

Foreseeable planning needs will require increased focus on planning issues
beyond those the City has dealt with in the past

While Laguna Hills may be considered largely “built out,” the City now faces considerable
planning issues due to its aging housing stock and capital improvements. There are
generally considered to be four stages in the urban cycle: Growth, Maturation, Decay, and
Reconstruction and Renewal. With aging commercial centers and their increasing needs
for refurbishing, and some neighborhoods approaching 50 years in age, parts of Laguna
Hills have reached the Maturation stage, with some capital improvements in the Decay
stage, and others approaching the latter state of Reconstruction and Renewal, where
careful planning becomes increasingly important. Some local “strip centers” have
completed or begun efforts at modernization. Plans have recently been approved for
major revisions to the La Paz/Moulton Parkway Center and Oakbrook Village; the Ashley
Furniture Complex is completely new; and plans for major renovation to the Laguna Hills
Mall are expected in the foreseeable future. Centers at Cabot Road have considerable
needs for upgrading and modernization, among others. It has never been true that there
is little need for an independent Planning Commission based on lack of future
projects. Indeed, municipal planning needs are more likely to increase from this
point onwards.

Now that Term Limits have been established in the City, a credible resource
for future replacement of City leaders is imperative. A “succession plan” is
needed to provide a “back bench” and training process for future City
Council members. In_many cities, their independent Planning Commission
fills this important governance role

Independent Planning Commissions provide increased citizen participation in and
exposure to the municipal process, allowing more of our residents to become involved in
local governance. In the performance of their duties, independent Planning
Commissioners become very familiar with major issues affecting their city’s economic and
aesthetic development. While the current Parks and Recreation Commission and Traffic
Commission also grapple with important matters and provide experience in governance,
these commissions often deal with issues that are generally amenable to shorter-range
solutions.  While also involved with immediate city needs, independent Planning
Commissioners must focus on long-range considerations. Their decisions are building
blocks for the future. The independent Planning Commission creates an environment for
an intelligent and knowledgeable continuity for future city governance. Failure to provide
an environment for the development of future political leaders is short-sighted and
counterproductive.
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Holding Independent Planning Commission meetings separate from the City
Council meetings is citizen-friendly

Residents who periodically attend City Council Meetings usually do so in order to address

specific issues that are non-planning related. History demonstrates that Laguna Hills City
Council meetings are frequently bogged down in lengthy planning discussions of little
general interest, inconveniencing citizens who have attended to provide feedback on
matters of greater interest to them. In the current Agenda structure, those matters are not
addressed until after an often-lengthy Planning Agency meeting is adjourned. A separate
time for independent Planning Commission meetings could increase attendance at City
Council meetings, providing for a more efficient allocation of the City Council’s public
service and thereby increasing both valuable citizen input to City matters and improving
citizen understanding of decisions made by the City Council.
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DATE: APRILY, 2013
TO: MAYOR AND COUNCIL MEMBERS

FROM: DAVID REYNOLDS
DEPUTY CITY MANAGER/COMMUNITY SERVICES

ISSUE: 2013 MEMORIAL DAY HALF MARATHON, 10K AND 5K EVENT

RECOMMENDATION: THAT THE CITY COUNCIL RECEIVE AND FILE THE
REPORT.

SUMMARY:

The City of Laguna Hills Half Marathon, 10K and 5K Event, Honoring the USMC Dark
Horse Battalion is scheduled for Monday, May 27, 2013. Registration for the event is
open, with more than five hundred (500) participants registered at this time. All races will
again start at 7 a.m., which allows the streets impacted by the event to re-open as early as
possible. Finisher medals will be provided for all race distances for 2013, rather than only
having medals for half marathon finishers, which was the practice for our past race events.
A picture of the finisher medals is attached to the staff report. Fladeboe Automotive Group
has become a second presenting sponsor of the event, along with long time partner
Saddleback Memorial Medical Center. Staff is once again collaborating with South County
Outreach for the 2013 event to conduct a food drive to benefit low income families and
those in need. Additionally, the City intends to donate $3 from each paid 5K, 10K, and half
marathon race registration to the 3/5 Marine Support Committee at the conclusion of the
event. This information was presented in an event update report to the Parks and
Recreation Commission at its April 3, 2013, meeting.

BACKGROUND:

The City of Laguna Hills Half Marathon, 10K and 5K, Honoring the USMC Dark Horse
Battalion, presented by the Saddleback Memorial Medical Center and Fladeboe
Automotive Group is scheduled for Monday, May 27, 2013, and currently has more than
five hundred (500) participants registered. All races will start at 7 a.m., which allows the
streets impacted by the event to re-open earlier. Staff is coordinating with the Toll Roads
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to again waive toll fees in exchange for booth space at the Community Expo. The tolls
have been waived between the hours of 7 a.m. and 9 a.m. during past years events to
minimize the inconvenience for Aliso Viejo residents due to the road closures at Alicia
Parkway and Moulton Parkway.

As the City Council will recall, for the 2012 event a pledge formula was established by City
Council direction, whereby, the City intends to donate $3 from each 5K, 10K, and half
marathon registration to the 3/5 Marine Support Committee at the conclusion of the event.
Applying this formula to the 2,589 paid race participants for the 2012 event resulted in
$7,767 being awarded to the 3/5 Marine Support Committee. Staff intends to follow this
course of action for the 2013 event, and anticipates that 3/5 Battalion Marines will both run
in the half marathon and participate in the Community Expo once again this year.

Members of Team Dark Horse attended the April 3, 2013, Parks and Recreation
Commission meeting to discuss the possibility of having Corporal Josue Barron serve as
"Grand Marshall" for the 2013 event. While serving with the 3/5 Battalion in Afghanistan in
October of 2010, Cpl. Barron lost his left leg above the knee and his left eye. After two
years of intensive rehabilitation at the National Naval Medical Center in San Diego, Cpl.
Barron has participated in six full marathons. Additionally, Cpl. Barron was recently
selected to receive a mortgage free home through Chase bank's Homes for Our Troops
program. The Parks and Recreation Commission was in favor of recognizing Corporal
Josue Barron during the event.

The City of Laguna Hills and South County Outreach will once again be partnering in a
Food Drive over the Memorial Day Weekend. Race participants and spectators will be
encouraged to bring canned goods and non-perishable food items which will benefit those
served by South County Outreach. Collection stations will be available at the race start line
and the Community Expo on Monday, May 27, 2013. Another collection station will be
located at Road Runner Sports in Laguna Hills during pre-race packet pick up on both
Saturday, May 25 and Sunday May 26 from 10:00 a.m. — 4:00 p.m. Proceeds from the
beer garden ticket sales will also be donated to South County Outreach at the conclusion
of the event. In 2012, 130 pounds of food were donated and $1,690 of beer garden ticket
sale proceeds were provided to South County Outreach. South County Outreach is a non-
profit organization dedicated to helping low-income families, seniors, and individuals in
need. Staff will provide the City Council with a synopsis of the success of the food drive
when the post event report is brought to the City Council in August 2013.

Finisher medals will be provided for all race distances for the 2013 event, rather than only
having medals for half marathon finishers, as was the case in past events. A picture of the
finisher medals is attached to the staff report.

All appropriate permits associated with the event, including permits with the Saddleback
Valley Unified School District, Moulton Niguel Water District, the Golden Rain Foundation,
PCM and Laguna Woods Village, Orange County Fire Authority, and the cities of Aliso
Viejo and Laguna Niguel are currently being prepared. Renegade Racing staff will once
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again work with Orange County Sheriff Department personnel from Laguna Hills, Aliso
Viejo, and Laguna Niguel to coordinate street closures.

FISCAL IMPACT:

Event revenue for the 2012 event were $142,285, and expenditures (not including staff
costs), totaled $146,372. The expenditure total from 2012 includes the $7,767 provided to
the 3/5 Marine Support Committee. The 2013 budget planning worksheet with current
revenue and expenditure totals is attached to this staff report.

ATTACHMENTS:

o Attachment 1 - Course Maps
Attachment 2 - Finisher Medals
o Attachment 3 - Budget Planning Worksheet
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Event Budget for 2012/2013 Half Marathon, 10K and 5k

Income
Estimated Actual
| Total income $168,215.00 $35,100.00
Admissions Estimated Actual Fee Fee late Estimated Actual
1/2 marathon 1300 65 70 $84,500.00
10K 400 36 38 $14,400.00
5K 1200 28 33 $33,600.00
Kids Run 200 15 20 $3,000.00
Diaper Dash 45 12 15 $540.00
Total 3145
Taotal race registration, including early-bird, team discounts, and race day registration: $136,040.00 $8,100.00
Sponsors Amount Number of Totals Estimated
SMMC/Presenting* $10,000.00 1 $15,000.00 $10,000.00 $15,000.00
Road Runner $2,500.00 1 $3,000.00 $3,000.00
Newton Shoes $2,000.00 1 $0.00
Faldeboe $12,000.00 1 $12,000.00 $12,000.00 $12,000.00
Dumpster $2,500.00 1 $0.00
Bib $1,672.50 1 $0.00
Presenting $25,000.00 $0.00 $0.00
5K $15,000.00 $0.00 $0.00
Family Expo $15,000.00 $0.00 $0.00
Kids Title $10,000.00 $0.00 $0.00
Red $7,500.00 1 $7,500.00 $0.00
White $5,000.00 1 $5,000.00 $0.00
Blue $2,500.00 2 $5,000.00 $0.00
Stars and Strips $1,500.00 2 $3,000.00 $0.00
Total $50,500.00 $25,000.00 $27,000.00
Exhibitors/vendors
Digestive Disease Ctr.* Large booths @ $425.00 $425.00
OC Med & Disc* Large booths @ $350.00 $350.00
MOTOACTV” Large booths @ $350.00 $350.00
SC & MV YMCA” Large booths @ $350.00 $350.00
Large booths @ $350.00 $350.00
Rundle Chiropractic* Large booths @ $350.00 $350.00
Brunelle Chiro” Large booths @ $350.00 $350.00
Lightning MMA* Large booths @ $350.00 $350.00
Large booths @ $350.00 $350.00
Gypsy Runner” Large booths @ $350.00 $350.00
Large booths @ $350.00 $350.00
Farm Fresh To You* Large booths @ $350.00 $350.00
Booth @ $150.00 $150.00
Booth & Goodie Bag $500.00 $500.00
Booth Only @ $350.00 $350.00
Booth Only @ $350.00 $350.00
Haleiwa Shaved lce” Truck $100.00 $100.00
Booth & Goodie Bag $500.00 $500.00
Canopy @ $75.00 $75.00
Power-Full Nutr.” goodie bags@ $200.00 $200.00
Red Frog Events goodie bags@ $200.00 $200.00
Run Racing” 2 goodie bags@ $200.00 $400.00
Healthy at Home* Canopy @ $75.00 $75.00
Hotel Sponsor @ $0.00 $0.00 $0.00
$7,175.00 $0.00
Donations
OCSD-Cadets Donation $0.00 $0.00
0 $0.00 $0.00 $0.00
0 $0.00 $0.00 $0.00
$0.00 $0.00
$0.00 $0.00
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Expenses
Estimated Actual
Total Expenses $150,892.00 $28,349.90
Estimated Actual Estimated Actual
Pemits Race Expenses
Laguna Hills High School $50.00 Food/Water/Cups/Beer $400.00
Alisa Vigjo $0.00 Course Cert. $0.00
Mission Viejo $0.00 Awards Div/Kids Medals $650.00
ABC Permit $25.00 Medals or Drinking Glasses $8,000.00
Laguna Niguel $0.00 Busses $1,500.00
OC Permits $571.00 T-Shirts $15,750.00
OCFA $210.00 Walkie Talkies $600.00
Police-OCSD $8,500.00 Bibs $1,572.50
Totals $9,356.00 $0.00 Totals $26,900.00 $0.00
Advertising Services
Competitor $3,000.00 $880.00 Timing Services base $800.00
Facebook $900.00 Timing Services $3 per registered $9,435.00
Race Place $850.00 Electrical & sound $1,500.00 $892.80
OC Register $0.00 Ambulance Service $0.00
Postage $1,000.00 Portable Restrooms $2,400.00
Booth Space $1,600.00 $850.00 Announcer $400.00
Misc event reimb. $1,200.00 $150.00 American Barr./Traffic Plan $15,000.00
Runners Image $800.00 Renegade Racing $46,000.00 $20,000.00
Active.com web/e-news $1,700.00 RR over 3500 part. Bonus $2 $0.00 $0.00
Totals $11,050.00 $1,880.00 Totals $75,535.00 $20,892,80
Graphics Expo
Website $800.00 $275.50 Bounce Houses $800.00 $800.00
Post card printing 20K $0.00 Balloons $600.00
Postcard printing 5K $568.00 $111.60 tents, tables, chairs $5,250.00
Postcar printing 7,500 $400.00
RaceBanners $1,500.00 Totals $6,650.00 $800.00
Flyer Distribution $1,200.00 $100.00
Domain Fees $65.00
Web Hosting $103.00
Mail Fee-Custom Quick $2,300.00
Sponsor materials $500.00
Totals $7,436.00 $487.10
Miscellaneous
Insurance $1,420.00
Ritz Day Porter $300.00
Mail Scantrons $50.00
Trucks $1,500.00
Labor Ready $500.00
Lost Chip Fee $0.00
CC Machines/Shipping $0.00
RR Reimbursements $700.00
Traffic Control $500.00
Ads (Kirk Fitzek) $2,000.00 $1,890.00
Scaffolding $500.00
EMT Services $600.00
Linda Weuste $250.00
Security-Expo $500.00
Security-Beer Garden $145.00
Comm./sponsors 20% $5,000.00 $2,400.00
Totals 13,965.00 $ 4,290.00
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Event Budget for 2012/2013 1/2 Marathon, 10K & 5k

Profit - Loss Summary

Estimated Actual
Total income $168,215.00 $35,100.00
Total expenses $150,892.00 $28,349.90
Total profit (or 10ss) $17,323.00 $6,750.10
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