PROOF OF CLAIM

Inre: : Case Number:

Jennifer Convertibles, Inc. 10-13779
NOTE: See Reverse for List of Debtors/Case Numbers/ important details. This form
should not be used to make a cI'aim for zin administrative expense 'arising after the D Check box if you are
commencement of the case. A "request” for payment of an administrative expense may be aware that anyone else has
filed pursuant to 11 U.S.C. § 503. yone é
) filed a proof of claim relating to
Name of Creditor and Address: the person or other entity to whom the your claim. Attach copy of
debtor owes money or property statement giving particuiars.
Mico Architald Partrers, IIC 3 check this box if you are
/o David W. Reimarm the debtor or trustee in this
. case.
The Reimarn Law Group
1960 East Grand Averue, Suite 1165
EL Segundo, Califarnia 90245 If you have already filed a proof of claim with the
Bankruptcy Court or BMC, you do not need to file again.

Creditor Telephone Number ) DEACTVEDR THIS SPACE IS FOR COURT USE ONLY
Name and adgress where . payment sEouis Ee sent (IT dierent rom abovey: N VLA : - -
Mico Ammlg’ Partners, IIC c/o D Check this box to indicate that this

Majestic M t o claim amends a previously filed claim.
13191 Crossroads Parkway North, Suite 115 . MAR 0 2 20" Claim Number (if known):
City of Industry, Califomia 91746 Attn: Dermis X. Daze

Payment Telephore Number 562 9484396 ] BMC GROUP Filed on:

1. AMOUNT OF CLAIM AS OF DATE CASE FILED $  641.551.96

If all or part of your claim is secured, complete item 4 below; however, if all of your claim is unsecured, do not complete item 4.
if all or part of your claim is entitled to priority, complete item 5.

D Check this box if claim includes interest or other charges in addition to the principal amount of claim. Attach itemized statement of inferest or charges.

2. BASIS FOR CLAIM: (See instructions 3. L AST FOUR DIGITS OF ANY NUMBER BY \galcu CREDITOR
\ #2and#3aon  IDENTIFIES DEBTOR: 04
Breach of Camercial lease reverse side.)

3a. Debtor may have scheduled account as:

4. SECURED CLAIM {See instruction #4 on reverse side.)

Check the appropriate box if your claim is secured by a lien on
property or a right of set off and provide the requested information

Secured Claim Amount. §

DO NOT inciude the priority portion of
your claim here.

Nature of property or right of setoff: Unsecured Claim Amount:  §
Describe: Amount of arrearage and other chargesas of time case filed included in secured claim
[J ReatEstate [] Motor Vehicle [JOther __ I —— '
Value of Property:  § Annual Interest Rate: % ifany: § Basis for Perfection:

5. PRIORITY CLAIM

@ Amount of Claim Entitled to Priority under 11 U.S.C. Include ONLY. the priority portion of
§507(a). If any portion of your claim falls in one of the Unsecured Priority Claim Amount:  $ __184,787 -70 your unsecured claim here.

following categories, check the box and state the amount.

You MUST specify the priority of the claim:

X o Up to $2,600* of deposits toward purchase, lease, or rental of property or
[ comestic support obiigations under 11 U.5.C. § 507(a)(1)(A) or (a)(1XB)- 0 services for personal, family, or household use -11 U.S.C. § 507(a)(';1)3.,
Wages, salaries, or commissions (up to $11,725*), earned within 180 days m e
D before filing of the bankruptcy petition or cessation of the debtor's D Taxes or p en‘a ties O.WEd to govemmental units - 11 U.S.C. § 507(a)(8).
business, whichever is earlier - 11 U.S.C. § 507(a)(4). [X] other - Specity applicable paragraph of 11 US.C. §507(a) ( 2 ).
D Contributions to an employee benefit plan - 11 U.S.C. § 507(a)(5). " Amounts are subject to adjustment on 4/1/13 and every 3 years thereafter

with respect to cases commenced on or after the date of adjustment.

6. CREDITS: The amount of all payments on this claim has been credited for the purpose of making this proof of claim.

7. SUPPORTING DOCUMENTS: Attach redacted copies of supporting documents, such as promissory notes, purchase orders, invoices, itemized
statements of running accounts, contracts, court judgments, mortgages, and security agreements. You may also attach a summary. Attach redacted copies of

evidence of perfection of a security interest. (See instruction 7 and definition of “redacted” on reverse side.) If the documents are not available, please explain.

DATE-STAMPED COPY: To receive an acknowledgment of the filing of your claim,
enclose a stamped, self-addressed envelope and copy of this proof of claim.

DO NOT SEND ORIGINAL DOCUMENTS. ATTACHED
DOCUMENTS MAY BE DESTROYED AFTER SCANNING.

The original of this completed proof of claim form must be sent by mail or hand delivered (FAXES NOT THIS SPACE FOR COURT
ACCEPTED) so that it is actually received on or before _:00 pm, prevailing Eastern Time on , 2010 for USE ONLY
Non-Governmental Claimants OR on or before , 2010 for Governmental Units.
BY MAIL TO: BY HAND OR OVERNIGHT DELIVERY TO: Jennifer Convertibles
i
Attn:  Jennifer Convertibles Claims Processing Attn: Jennifer Convertibles Claims Processing
PO Box 3020 18750 Lake Drive East 00380 )
Chanhassen, MN 55317-3020 Chanhassen, MN 55317 l

DATE JGNATURE: The person filing this claim must sign it. Sign and print name and title, if any, of the creditor or other person authorized to file this

< S 114

Penally for presenting fraudulent claim is a fine of up to $500,000 or imprisonment for up to 5 years, or both, 18 U.S.C. §§ 152 AND 3571

11/11 clgim and state addr nd telephone number if different from the notice address abgueg. gic copy of power of attormey, if any.
1/ . | U. QI‘I A Mtgw- ﬁ m




PROOF OF CLAIM
ITEMIZED STATEMENT OF CHARGES

Inre: Chapter 11
JENNIFER CONVERTIBLES, Case No. 10-13779 (ALG)
INC., et al.,

(Jointly Administered)

Debtors.

ITEMIZED CLAIMS FOR LEASE REJECTION DAMAGES SUBJECT TO LANDLORD
CAP AND ADDITIONAL LEASE DEFAULT DAMAGES NOT SUBJECT TO
LANDLORD CAP AND OWED AS ADMINISTRATIVE COSTS

LANDLORD: MICO ARCHIBALD PARTNERS, LLC

TENANT: JENNIFER CONVERTIBLES, INC.

LEASE DATE: JULY 15, 2007

PREMISES: 2530-A EAST LINDSAY PRIVADO,
ONTARIO, CALIFORNIA 91761

LEASE EXPIRATION DATE: NOVEMBER 30, 2017

LEASE REJECTION EFFECTIVE DATE: FEBRUARY 8, 2011

[See Exhibit A (July 15, 2007 Lease Agreement)-additional lease agreement and claim
documentation will be provided upon request as such documentation becomes available.)




L
LEASE REJECTION DAMAGES-APPLICATION OF LANDLORD DAMAGE CAP

Monthly Lease Charges—Base Rent and Additional Rent Per Sections 1.10, 3.01
4.01,4.03,4.05,4.06,4.07, 5.05, 6.04, 6.05,6.06, 6.07, 10.02, 10.03, 10.08, and
12.01_of the July 15, 2007 Lease Agreement Relating to Base Rent, Asphalt
Reserve Charges, Painting Reserve Charges, Roof Reserve Charges, Common
Area Maintenance Charges, Property Management Charges, Utility Charges, and

Real Property Tax Charges

For 3/1/11-11/30/12 Period

Base Rent $32,173.93
Asphalt Reserve Charges $204.06
Painting Reserve Charges $204.06
Roof Reserve Charges $1,001.42
Common Area Maintenance Charges $758.00
Property Management Charges $1,040.10
Utility Charges ' $327.00
Real Property Tax Charges $2,355.31
SUBTOTAL $38,063.88
For 12/1/12-5/31/15 Period

Base Rent $34,587.00
Asphalt Reserve Charges $204.06
Painting Reserve Charges $204.06
Roof Reserve Charges $1,001.42
Common Area Maintenance Charges $758.00
Property Management Charges $1,040.10
Utility Charges $327.00
Real Property Tax Charges $2,355.31

SUBTOTAL

$40,476.95




For 6/1/15-11/30/17 Period
Base Rent $37,187.00

Asphalt Reserve Charges $204.06
Painting Reserve Charges $204.06
Roof Reserve Charges $1,001.42
Common Area Maintenance Charges $758.00
Property Management Charges $1,040.10
Utility Charges $327.00
Real Property Tax Charges $2,355.31
SUBTOTAL $43,076.95

Rent and Additional Rent Lease Rejection Losses Before Application of Damaqge

Cap Under 11 U.S.C. Section 502(b)(6)(A)
For 3/1/11-11/30/12 Pericd

21 Months x $38,063.88 = $799,341.48

For 12/1/12-5/31/15 Period
30 Months x $40,476.95 = $1,214,308.50
For 6/1/15-11/30/17 Period

30 Months x $43,076.95 = $1,292,308.50
SUBTOTAL $3,305,958.48

Landlord Damage Cap Under 11 U.S.C. Section 502(b)(6)(A)
12 months lease charges for 3/1/11-2/29/12

12 x $38,063.88 = $456,766.56

TOTAL LOST FUTURE RENT CLAIM ALLOWED
UNDER DAMAGE CAP $456,766.56




ADDITIONAL LEASE DAMAGES NOT SUBJECT TO
LANDLORD DAMAGE CAP AND OWED AS
ADMINISTRATIVE COSTS

Landlord Administrative Claims for Unpaid Post-Petition Base Rent and Additional
Rent Owed Under July 15, 2007 Lease Agreement for July 18-July 31, 2010 Post-
Petition Period

$1,173.98 x 14 days = $16,435.72
July, 2010 Late Charge = $3,570.86
SUBTOTAL $20,006.58

Landlord Administrative Claims for Unpaid Post-Petition Base Rent and Additional
Rent Owed Under July 15, 2007 Lease Agreement for Repair and Site Restoration

Charges for November 1-February 28, 2011 Post-Petition and Pre-Rejection Period

November Real Estate Tax Charges $14,131.85
December, 2010 Base Rent $32,173.93
December, 2010 Asphalt Reéerve Charges $204.06
December, 2010 Painting Reserve Charges $204.06
December, 2010 Roof Reserve Charges $1,001.42
December, 2010 Common Area Maintenance Charges $758.00
December, 2010 Property Management Charges $1,040.10
December, 2010 Utility Charges $327.00
January, 2011 Base Rent $32,173.93
January, 2011 Asphalt Reserve Charges $204.06
January, 2011 Painting Reserve Charges $204.06
January, 2011 Roof Reserve Charges $1,001.42
January, 2011 Common Area Maintenance Charges $758.00
January, 2011 Property Management Charges $1,040.10
January, 2011 Utility Charges $327.00
January, 2011 Real Estate Tax Charges $2,355.31

February, 2011 Base Rent $32,173.93




February, 2011 Asphalt Reserve Charges $204.06
February, 2011 Painting Reserve Charges $204.06
February, 2011 Roof Reserve Charges $1,001.42
February, 2011 Common Area Maintenance Charges $758.00
February, 2011 Property Management Charges $1,040.10
February, 2011 Utility Charges $327.00
February, 2011 Real Estate Tax Charges $2,355.31
February, 2011 Insurance Charges $649.94
SUBTOTAL $126,618.12

Landlord Claims for Additional Rent Owed for Tenant Post-Petition and Pre-
Rejection Lease Defaults Under Sections 1.10, 3.01, 4.01,4.03, 4.05, 4.06, 4.07,
5.05, 6.04, 6.05, 6.06, 6.07, 10.02, 10.03, 10.08, and 12.01 of the July 15, 2007

Lease Agreement for Repair and Site Restoration Charges

Door Leveler Repair $850.00
Warehouse Ceiling Foil $595.00
Lighting--Interior and Exterior $4,313.00
Warehouse Slab Scrub $1,595.00
Cleaning—Cobweb Removal _ $1,475.00
Warehouse Floor Bolt Hole Repairs $5,050.00
Racking Removal $1,600.00
Drywall Repair $185.00
Environmental Materials Drum Removal $5,000.00
Debris Removal $2,000.00
HVAC Repair and Service $500.00

SUBTOTAL $23,163.00




10.

Legal Cost Reimbursement Charges as Additional Rent Per Sections 5.05 and
12.01 of the July 15, 2007 Lease Agreement

Estimated $15,000.00 in post-petition legal reimbursement charges attributable to
debtor lease defaults exceeding $690,270.00.

SUBTOTAL $15,000.00

Total Lease Damages Not Subject to Damage Cap and Owed as Administrative
Costs for Post-Petition and Pre-_Reiection Lease Defaults

Administrative Claim for Tenant Post-Petition and
Pre-Rejection Base Rent and Additional Rent Defaults $146,624.70

Administrative Claim for Tenant Post-Petition and

Pre-Rejection Site Repair and Restoration Defaults $23,163.00
Estimated Legal Cost Reimbursement Charges Owed

As Additional Rent Under Lease Agreement $15,000.00
TOTAL NON-CAPPED ADMINISTRATIVE CLAIMS $184,787.70

TOTAL LEASE REJECTION CLAIM FOR LOST FUTURE RENT AND LEASE

DEFAULT CLAIMS NOT SUBJECT TO LANDLORD DAMAGE CAP
AND OWED AS ADMINISTRATIVE COSTS
AS OF FEBRUARY 25, 2011

Total Lease Rejection Damage Claim for Lost Future Rent and Additional Lease
Default Claims Not Subject to Landlord Damage Cap and Owed as Administrative

Costs

Capped Lost Future Rent Claim $456,766.56
Non-Capped Lease Default Claims Owed as

Administrative Costs $184,787.70
TOTAL $641,554.26

Additional Lease Rejection Damage Claims for Rent and Additional Rent Owing

Under Lease Agreement

Landlord reserves the right to supplement all proof of claim materials with claims for
interest charges on these contractual obligations and with additional information that is not
currently available—and to recover additional payments for further lease default damage
claims for rent, additional rent, and interest owing under the lease agreement in the event
such additional charges and claims accrue in the future, including additional legal cost
reimbursement charges. The amount of such additional payments, charges, and claims
is unknown at this time.

jennifer030111proofclaimaddendumleaserejectiondamagesdwrmaj0432.pld.wpd
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ORIGINAL

STANDARD INDUSTRIAL REAL ESTA TE LEASE

MICO ARCHIBALD PARTNERS, LLC,
a Delaware limited lability company,

as Landlord,
and
JENNIFER CONVERTIBLES, INC.,

a Delaware corporation,

as Tenant

EXHIBIT

DOCS-#495288-v5-Jermifer_Convestibles - Industid_Loase.DOC\RRYIZ408-002 .
COUSIRBENAWMR95]-029 2530-A E. Lindsay Privado
July 10, 2007 [PENNIFER CONVERTIBLES, INC)
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ARD INDUSTRIAL REAL ESTAYE LEASE
(MULTI-TENANT NET LEASE FORM)
ARTICLE ONE: BASIC TERMS

This Article One contains the Basic Terms of this Lease between the Landlord and Tenant named below. Other
Articles, Sections and Paragrapbs of this Lease referred to in this Article One explain and define the Basic Terms and are
to be read in conjunction with the Basic Terms.

Section 1.01. Dateof Lease:  July 15, 2007

Section 1.02.  Landlord (include Jegal entity): MICO ARCHIBALD PARTNERS, LLC,
a Delaware limited liability company

Address of Landlord: 13191 Crossroads Parkway North
Sixth Floor
City of Industry, California 91746
Attention: Property Manager

Section 1.03.  Tenant (incinde legal entity): JENNIFER CONVERTIBLES, INC.,
a Delaware corporation

Address of Tenant: Jennifer Convertibles, Inc.
419 Crossways Park Drive
Woodbury, New York 11797
Attention:  Edward B. Seidner
Telephone:  516-496-1900 ext. 3228
Fax: 212-575-8525

with copy to: Law Offices of Wincig & Wincig
574 Fifth Avenue, 2nd Floor
New York, NY 10036
Attention:  Owen Wincig, Esq.
Telepbone: 212-575-8333
Fax: 212-575-8525

Section 1.04 Parlemldmg{Pmperty' The “Park” lsLandlord’s multi-building real property development
situated in Ontario, California, more¢ commonly known as Archibald
Business Center, that includes eleven 11 buildings with collectively an
approximate 600,576 interior square feet. The Park includes the land, the
Building, ather buildings and all other improvements located on the land,
and the common areas described in Paragraph 4.05(a). The “Building” is
located in the Park and consists of an approximately 140,000 square foot
building more commonly known as 2530 E. Lindsay Privado, Ontario,
California. The “Property” is that approximately 68,021 square foot
portion of the Building commonly known as 2530-A E. Lindsay Privado,
Ontario, California, and outlined in red on Exhibit “A” attached hereto
subject to the nopexclusive use of such arca as outlined in green on
Exhibit "A”, excluding the parking area as outlined and crosshatched in
blue on Exhibit “A”. ThePark,theBnﬂdmgandtheryenym
depicted on Exhibit “A” attached hereto.

Section1.05 Term.
(2) Lease Term: One Hnndred Twenty (120) Lease Months
(b) Lease Commencement Date: November 15, 2007
{¢) Lease Expiration Date: o November 30,2017

Section 1.06.  Permitted Uses: (See Article Five) Only for warehousing, storage and distribution of
furniture and for administrative uses related thereto.

Section 1.07.  Initial Security Deposit: ~ (See Section 3.03) $29,929.24
Section 1.08. Tenant's Guarantor: [If none, so state] None
ennifer Convertibies -~ _Industral_Lease DOC\RRV2408-002

DOCS-#499288-v5-Ji
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Section 109,  Brokers: (See Asticle Thirteen)

Landlord's Broker: ~ Majestic Realty Co.
13191 Crossroads Parkway North
Sixth Floor
City of Industry, California 91746

Jeff Smith, Senior Vice President
Lee & Associates — Ontario, Inc.
3535 Inland Empire Boulevard
Ontario, CA 91784

Telephone: (909) 989-7771
Facsimile: (909)373-2990
B-mail: jsmith@lee-assoc.com

Secton 1.10. Base Rent:

1 through 30 $29,929.24
31 through 60 $32,173.93
61 through 90 $34,587.00
91 through 120 $37,181.00

ARTICLETWO: LEASE TERM

Section 2.01. Lease of Property For Lease Term, The term of this Lease (the “Lease "Term™) shall be as set forth in
Section 1.05(2) and shall commence on the date (the “Lease Commencement Date™) set forth in Section 1.05(b) (and
shall not be subject to Landlord’s completion of the Tenant Improvements as described on Exhibit “F> attached hereto)
and shall terminate on the date (the “Lease Expiration Date®) set forth in Section 1.05(c), unless sooner terminated or
extended as hereinafter provided. At any time during the Lease Term, Landlord may deliver to Tenant a notice of Lease
Term Dates in the form as set forth in Exhibit “E”, atiached hereto, which notice Tenant shall execute and return to
Landlord within five (5) days of receipt thereof. The terms and provisions of this Lease shall be effective as of the date of
this Lease.

Section 2.02.  No Delay in Commencement. Tenant accepts delivery of possession of the Propesty from Landlord
as of the Date of Lease. .

Section 2.03.  Early Occupancy. As of the Date of Lease, Tenant shall have the right to occupy the Property for
the purposes of installing and/or storing over standard equipment or fixtures, preparing the Property for Tenant's use, and
conducting Tenant’s business; provided that: (i) Landlord and Tenant shall have fully executed and delivered this Leass;
(if) Landiord has received the Security Deposit and first month's Base Rent; (fii) [intentionally omitted}; (iv) Tenant and
its agents do not interfere with Landlord’s work on the Property; (v) prior to Tenant's entry into the Property, Tenant shall
submit a schedule to Landlord for approval, which schedule shall dstail the timing and purpose of Tenant's entry; (vi)
Tenant bas obtained its insurance policies as set forth in Section 4,04 of this Leaso and Landlord is in receipt of Tenant's
insurance binder naming Landlord as additional insured; and (vii) ali of the terms and conditions of this Lease shall apply,
other than Tenant's obligation to pay Base Rent, as though the Lease Commencement Date had occurred (although the
Lease Commencement Date shall not actwally occur until the occurrence of the same pursuant to the terms of
Section 2.01) upon such entry into the Property by Tenant. Tenant shall be responsible for payment of real estate taxes
and insurance premivms for the Property and Tenant’s Pro Rata Share of Common Area costs during this early entry
period. Tenant shall hold Landlord harmless from and indemnify, protect and defend Landlord against any loss or
damage to the Property and against injury to any persons cansed by Tenant's actions or anyone's actions who are directly
or indirectly employed by the Tenant pursuant to this Section 2.03. Tenant shall assume all risk of loss to Tenant's
personal property, merchandise and fixtures,

Section 2.04. Hlolding Over. If Tenant bolds over after the expiration of the Lease Term hereof, with or without
the express or implied consent of Landlord, such tenancy shall be from month-to-month only, and shall not constitute a
renewal hereof or an extension for any further term, and in such case Base Rent shall be payable at a monthly rate equal to
twice the immediately prior Bass Rent applicable during the last rental period of the Lease Term under this Lease. Such
month-to-month tenancy shall be subject to overy other term, covenant and agreement contained herein. Nothing
contained in this Section 2.04 shall be construed as consent by Landlord to any holding over by Tenant, and Landlord
expressly reserves the right to require Tenant to surrender possession of the Property to Landlord as provided in this Lease
upon the expiration or other termination of this Lease. The provisions of this Section 2.04 shall not bs decmed to limit
nor constitute 8 waiver of any other rights or remedies of Landlord provided herein or at law. If Tenant fails to surrender
the Property npon the termination or expiration of this Leass, in addition to any other lisbilities to Landlord accruing
therefrom, Tenant shall protect, defend, indemnify and hold Landlord harmless from at loss, costs (including reasonsble
attorneys’ fees) and liability resulting from such failure, including, without limiting the generality of the foregoing, any
claims made by any succeeding tepant founded upon such failure to surrender, and any lost profits to Landlord resulting
therefrom,
DOCS-#499288-v5~Jennifer Convertibles_-_Indurstrial_Lease DOCRRM2408-002
COM99283 S\AWNEIS 12D
Joly 10,2007




Section 2.05.  Option to Extend Lease Term.’

2.05.1 Option Right. Landlord hereby grants to the Tenant two (2) options (each, an “Option™) to extend the
Lease Termx for a period of five (5) years (an “Option Term™) on the same terms and conditions as set forth in this Lease
but at an increased Base Rent, as set forth below. Such Option shali be exerciszble only by written notice delivered by
Tenant to Landlord not more than two hundred seventy (270) days nor less than one bundred elghty {180) days prior to the
expiration of the Lease Term. If Tenant fails to deliver Landlord written notice of the exercise of an Option within the
above referenced prescribed time period, such Option and any succeeding Options shall lapse, and there shall be po
further right to extend the Lease Term. Each Option shall be exercisable by Tenant on the express conditions that, at the
time of the exercise, Tenant shall not be in default under any of the provisions of this Lease and, at all times during the
Lease Term, Tenant shall not have failed to cure any default within the required period more than once every twelve (12)
months.

2.052 Personal. The Option(s) granted herein are personal to the Tenant pamed above (the “Original Tenant™)
and shall not be transferable to any other person or entity, including (but not limited to) any sublessee of all or amy portion
of the Property and any assignee or other transferee of Tenant’s interest in this Lease, whether such interest was assigned
or transferred intentionally or by operation of law. If Tenant subleases any portion of the Property or assigns or otherwise
transfers any interest under this Lease to an entity prior to the exercise of an Option (whether with or without Landlord’s
consent), such Option and any succeeding Options shall lapse. If Tenant subleases any portion of the Property or assigns
or otherwise transfers any interest of Tenant under this Lease to an entity after the exercise of an Option but prior to the
commencement of the respective Option Term (whether with or without Landlord’s consent), then such Option and any
succeeding Options shall lapse, in Lacdlord’s sole discretion, and the Lease Term shall expire as if such Option were not
exercised. I Tenant subleases any portion of the Property or assigns or otherwise transfers any interest of Tenant under
this Lease after the exercise of an Option and after the commencement of the Option Term related to such Option, then the
term of this Lease shall expire upon the expiration of the Option Term during whxch such sublease or transfer occurred
and only the succeeding Options shall lapse.

2.053 Option Rent. The Base Rent payable by Tenant during each Option Term (the “Option Rent™) shall
commence upon the first day of the first month of each respective Option Term (each a3 “Option Rental Adjustment
Date®) and shall be an amount equal to the greater of (i) the Base Rent being paid by Tenant under this Lease immediately
prior to the Option Term and (ji) the face or stated rent, including all escalations, being quoted by landlords for non-
sublease, non-encumbered space comparable in size, Jocation and quality to the Propesty for a term of five (5) years
(“Fair Market Valne“). In no event shall Landlord be entitled to provide or consider any tenant improvement or other
allowances or concessions in comnection with the Option Rent. The “Fair Market Value® of the Property shall be
detenmined in the following manner:

1
(a) Not later than one hundred (100) days prior to the applicable Option Rental Adjustment Date, Landlord
and Tenant shall meet in an effort to negotiate, in good faith, the Fair Market Value of the Property as of such Option
RmﬁlAdJustmentDam ¥ Landlord and Tenant have not agreed upon the Fair Market Value of the Property at least
ninety (90) days prior to the applicable Option Rental Adjmnz Date, the Fair Market Value shall be determined as
follows:

® If Landlord and Tenant are not able to agres upon the Fair Market Value of the Property within the above
referenced prescribed time period, then Landlord and Tonant shall attempt to agree in good faith upon a single appraiser
ot later than seventy-five (75) days prior to the applicable Option Rental Adjustment Date. If Landlord and Tenant are
unabletoagreeuponasmglcappmmmthmsnchumepmod,tthandlord and Tenant shall each appoint one
appraiser, as indicated above, not later than sixty-five (65) days prior to the applicable Option Rental Adjustment Date.
Within ten (10) days thereafter, the two appointed appraisers shall appoint a third appraiser, as indicated above. If efther
Landlord or Tenant fails to appoiut its appraiser within the prescribed time period, the single appraiser appointed shall
determine the Fair Market Value of the Property, If both parties fail to appoint appraisers within the prescribed time
periods, then the first appraiser thereafter selected by a party shall determine the Fair Market Value of the Property. Each
party shall bear the cost of its own sppraiser and the parties shall share equally the cost of the single or third appraiser, if
applicable. The above referenced appraisers shall bave at least five (5) years’ experience in appraising, for sale and lease,
of commercial/industrial real propesty in the area in which the Property is located and shall be members of professional
organizations such as the Society of Industrial Realtors or equivalent.

{©) For the purposes of such appraisal, the term “Fair Market Value” shall mean the price that a ready and
willing tenant would pay, as of the applicable Option. Rental Adjustment Date, and a ready and willing landlord of
propesty comparable to the Propesty would accept, as monthly rent if such property were exposed for leass on the open.
market for e reasonable period of time ahd taking inmto account all of the purposes for which such propesty may be used. I
a single appraiser is chosen, then such appraiser shall determine the Fair Market Valus of the Property. Otherwise, the
Fair Market Value of the Propexty shall be the arithmetic average of the two (2) of the three (3) appraisals which are
closest in amount, and the third appraisal shall be disregarded. In no event, however, shall the Base Rent be reduced by
reason of such computation below the Base Remt being paid by Tenant under this Lease immediately prior to the
applicable Rental Adjustment Date. Landlord and Tenent shall instruct the appraiser(s) to complete their determination of
the Fair Market Value not later than thirty (30) days prior to the applicable Option Rental Adjustment Date. I the Fair
Market Value is not determined prior to the applicable Option Rental Adjustment Date, then Tenant shall continue to pay
to Landlord the Base Reat applicable to the Propesty immediately prior to such Option Term, vntil the Fair Market Valus
is determined. When the Fair Market Value of the Property is determined, Landlord shall defiver notice thereof to Tenant,
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and Tmm;t shall pay to Landlord, within ten (10) days after receipt of such notice, the differcnce between the Base Rent
actually paid by Tenant to Landlord and the new Base Rent determined hereunder.

ARTICLETHREE:  BASE RENT; SECURITY DEPOSIT

Section 3.01.  Time and Manner of Payment. Upon execution of this Lease, Tenant shall pay Landlord the Base
Rent in the amount stated in Paragraph 1.10 sbove for the first month of the Lease Term. On the first day of the second
month of the Lease Term and each month thereafter, Tenant shall pay Landlord the Base Rent, in advance, without offset,
deduction or prior demand. The Base Rent shall be payable at Landlord’s address or at such other place as Landlord may
designate in writing. If any rental payment date (including the Lease Commencement Date) falls on a day of the month
other than the first day of such month or if any rental payment is for a period which is shorter than one month, then the
rental for any such fractional month shail be a proportionate amount of a full calender month’s rental. All other payments
or adjustments required to be made under the terms of this Lease that require proration on a time basis shall be prorated on
the same basis. As used herein, the term “Lease Month* shall mean each consecutive month during the Lease Term, with
the first Lease Month commencing on the Lease Commencement Date. For purposes of this Lease, the term “Lease
Yeay” shall mean each consecutive twelve (12) month period during the Lease Term commencing with the first Lease
Month.

Section 3.02. CP1 Incmse.' Intentionally defeted.
Section 3.03.  Security Deposit; Tncreases.

® Upon the execution of- this Lease, Tenant shall deposit with Landlord a cash Security Deposit in the
amount set forth in Section 1.07 above. Landlord may apply all or part of the Security Deposit to any unpaid rent or other
charges due from Tenant or to cure any other defaults of Tenant, If Landlord uses any part of the Secarity Deposit,
Tenant shall restore the Security Deposit to its full amount within ten (10) days after Landlord’s written request. Tenant's
failure to do so shall be a material default under this Lease. Tenant is pot entitled to any interest on the Security Deposit.
Landlord shall not be required to keep the Security Deposit separate from its other accounts and no trust relationship is
created with respect to the Security Deposit. .

(b)  Each time the Base Rent is increased, Tenant shall deposit additional funds with Landlord sufficient to
increase the Security Deposit to an amount which bears the same relationship to the adjusted Base Reat as the initial
Security Deposit bore to the tnitial Base Rent.

© Upon termination of this Lease, not resulting from Tenant's default, and after Tenant has vacated the
Property in the manner required by this Lease, Landlord shall refund or credit to Tenant (or Tenant's snccessor) the

_ unused portion of the Security Deposit.
ARTICLE FOUR: OTHER CHARGES PAYABLE BY TENANT

Section4.01.  Additional Rent. All charges payable by Tenant other than Base Rent are called “Additional Rent.”
Unless this Lease provides otherwise, Tenant shail pay all Additional Rent then due with the next monthly installment of
Base Rent. The term “rent” or “Rent” shall mean Base Rent and Additional Rent. Without limitation on other obligations
of Tenant which shall survive the expiration or earlier termination of the Lease Term, the obligations of Tenant to pay
Rent shall servive the expiration or earfier termination of the Lease Term. The failure of Landlord to timely furnish
Tenant the amount of the Rent shall not preclude Landlord from enforcing its rights to coflect such Rent.

Section 4.02.  Property Taxes.

(a) Real Property Taxes. Tenant shall pay all real property taxes and assessments levied against the Property, as
well as any improvements thereto (including any fees, taxes or asscssments against, or as a result of, any tenant
improvements installed on the Property by or for the benefit of Tenant) during the Lease Term. Subject to Paragraph
4.02(c) and Section 4,08 below, such payment shall be made at least ten (10) days prior to the delinquency date of the
taxes. Within such ten (10) day period, Tenant shall fornish Landlord with satisfactory evidence that the real property
taxes have been paid. Landlord shall reimburse Tenant for any real property taxes paid by Tenant covering any period of
time prior to or after the Lease Tenn. Altemnatively, Landiord may elect to bill Tenant in advance for such taxes and
Tenant shall pay Landlord the amount of such taxes, as Additional Rent, t least ten (10) days priot to delinquency date of
the faxes. Landiord shall pay such taxes prior to such delinquency date, provided that Tepant has timely made such
payments to Landlord. Any penalty caused by Tenant’s failure to timely make such payments shall also be Additional
Rent owed by Tenant immediately upon demand.

(b) Definition of “Real Property Tax.,” “Real property tax” means: () any fee, license foo, licenso tax,
business license fee, commercial rental tax, levy, charge, assessment, penalty or tax imposed by any taxing autharity
against the Property; (ii) any tax on the Landlord's right to receive, or the receipt of, rent or income from the Property or
against Landlord’s business of leasing the Property; (iii) any tax or charge for fire protection, streets, sidewalks, road
maintenance, refuse or other services provided to the Property by any governmental agency; (iv) any tax imposed ypon
this transaction or based upon a re-assessment of the Property due to a change of ownership, as defined by applicable law,
or other transfer of all or part of Landlord's interest in the Property; and (v) any charge or fee replacing any tax previously
included within the definition of real property tax. “Real property tax™ does not, however, include Landiord’s federal or
state income, franchise, inheritance or estate tazes.

DOCS-#49928%-v5-Jeamifer Convertibles - Iodustrial_Lesse. DOORRV2408-002
COMO9283 NAWA9S1-025 2530\ B. Lindssy Privado
July 10,2007 : [JENNIFER CONVERTIBLES, INC)




{c) Joint Assessment. If the Property is not separately assessed, Landlord shall reasonably determine Tenant's
share of the real property tax payable by Tenant under Paragraph 4.02(a) from the assessor's workshests or other
reasonably available information. Tenant shall pay such share to Landlord within fifteen (15) days after receipt of
Landlord’s written statement. N

(d) Personal Property Taxes.

03] Tenant shall pay ail taxes charged against trade fixtuses, furnishings, equipment or any other
personal property belonging to Tenant. Tenant shail try to bave personal property taxed separately from the Property.

(i) If any of Tenant's personal property is taxed with the Property, Tenant shall pay Landlord the
taxes for the personal property within fifteen (15) days after Tenant receives a written statement from Landlord for such
personal property taxes.

(e) Tenant’s Right to Contest Taxes. Tenant may attempt to have the assessed valuation of the Property redueed
or may initiate proceedings to contest the real property taxes. If required by law, Landlord shall join in the proceedings
brought by Tenant; however, Tenant shall pay all costs of the proceedings, including any costs or fees incurred by
Landlord, and shall receive the full amount of any refumd or rebate of real property taxes achieved in such proceedings
that Tenant-shall have previously paid or shall be obligated to pay. The real property taxes shall be paid when due;
provided, however, Tenant shall have the right to pay such taxes under protest.

Section 4.03. - Utilities. Tenant shall pay, directly to the appropriate supplier, the cost of all natural gas, heat, light,
power, sewer service, telephone, water, refuse disposal and other utilities and services supplied to the Property. However,
if any services or utilities are jointly metered with other properties, Landlord shall make a reasomable determination of
Tenant’s proportionate share of the cost of such utilities and services and Tenant shall pay such share to Lendlord within
fifteen (15) days after receipt of Landlord's written statement.

Section 4.04. Insurance Policies.

(a) Landlord Insurance. During the Lease Term, Landlord shall maintain policies of insurance covering loss of
or damage to the Property in the full amount of its replacement value. Such policy shall provide protection against loss or
damage dus to fire or other casualties covered within the classification of fire standard extended coverage, vandalism,
malicious mischief, sprinkler leakage and any other perils which Lacdliord, Landlord’s lender or ground lessor deems
reasonably necessary. Landlord shall have the right to obtais terrosrism, flood and earthquake msurance and other forms
of insurance as required by anty lender holding a security interest in the Property or any ground lessor. Landlord shall not
obtain insurance for Tenant's fixtures or equipment or building improvements installed by Tenant on the Property. During
the Lease Term, Landlord shall elso maintain a rental incoms insurance policy, with loss payable to Landlord, in an
amount equal to ope years Base Rent, plus estimated real property taxes and insurance premiums. Tenant shall be liable
for the payment of any deductible amount under Landlord’s or Tenant’s insurance policies maintained pursuant to this
Section 4.04; provided, however, Landlord’s insurance deductible shall not exceed Ten Thousand Dollars ($10,000.00).
Tenant shall not do or permit enything to be done which invalidates any soch insurance policies, Landlord, at its sole
option, may also obtain non-primary comprehensive public Hability insurance in an amount and with coverage determined
by Landlord, insuring Landlord against liability arising out of ownership, operation, use or occupancy of the Property.
The policy obtained by Landiord shall not be contributory nor primary as to Tenant’s liability msurence hereunder.

(b) Tenant Insurance. During this Lease Term, Tenant, at Tenant’s sole.cost and expense, shall maintain: (1)
Statutory Workers’ Compensation and Employer’s Liability insurance (or state approved self insurance), with a limit of
Two Million Dollars ($2,000,000), each accident, Two Million Dollars ($2,000,000) policy limit, and Two Million
Dollars ($2,000,000) each employee for all persons employed by Tenant who may come into or occupy the Building, (2)
Commercial Auto Liability with a limit of Two Million Dollars ($2,000,000) Combined Single Limit for Bodily Injury
and Property Damage (such coverage shall include Owned, Non-Owned, and Hired Auto Liability for such vebicles
driven on and around the Building, if Tenant does not own company vehicles, a letter to that effect from an officer or
principal of Tenant in addition 1o proof of Non-Owned and Hired Auto Liability as stated above is required); (3) “All
Risks” Personal Property insurance, covering the full replacement cost of Tenant’s personal property whether owned,
leased, or rented, including but not limited to inventory, trade fixtures, furniture, equipment, office contents, any interior
improvements constructed within the Property and any alterations to the Property made by Tenant (including snch
altemnons,whxchawordmgtoiheﬁarmsmdeondmonsofﬁmlmseshaﬂ become . property of Landiord at the
termination of this Lease); and (4) a policy of Commercial General Liability insurance (sometimes known as broad form
comprehensive general liability msurance) insuring against liability for bodily injury, property damage (including loss of
use of property) and personal injury arising ont of the operation, use or occupancy of the Property, with the initial emount
of such insurance to be Three Million Dollars ($3,000,000) per occurrence (collectively, “Tenant Insurance”). Tenant
hsmnmﬁmi&shaﬂbmbj&bpaioﬁcbumhsd@mhﬂﬁomhmxd%%ﬂ&d&mm&hﬁmof
Landlord’s professional insurance advisers and other relevent factors. Tenant Insurance shall (i) be primary and non-
conmblmng;(h)ommnmﬁabﬂnyendomems;(hl)namelandlordas “Additional Insured” and “Loss Payee;” and
@iv) insure Landlord against Tenant’s performance wnder Section 5.05. The amount and coverage of such Tenant
Insurance shall not limit Tenant’s ability nor relisve Tenant of any other obligation under this Lease.

(c) Payment of Preminms. Subject to Section 4.08, Tenant shall pay all premiums for the insurance policies
described in Paragraphs 4.04(a) and (b) (whether obtained by Landlord or Tenant) within fifteen (15) days after Tenant=s
mcaptofacopyoftbemnmstawmentcrothermdmceufﬁmamountdnn,m:ceptlmdlordshaﬂpayallpxammms
for non-primary comprehensive public lisbility inswrence which Landlord elects to obtain as provided i
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Paragraph 4.04(a). If msurance policies maintained by Landlord cover improvements on real property other than the
Property, Landlord shall deliver to Tenant a statement of the premium applicable to the Property showing in reasonable
detail how Tenant=s share of the premium was computed. If the Lease Texm expires before the expiration of an insurance
policy maintained by Landlord, Tenant sball be liable for Tenant’s prorated share of the fsurance premiums.

(d) General Insurance Provisions.

D Before the Lease Commencement Date, Tenant shall deliver to Landlord a copy of any policy of
insurance which Tenant is required to maintain under this Section 4.04.

(i) Any ipsurance which Tenant is required to maintain under this Lease shall include a proviston
which requires the insurance carrier to give Landlord not less than thirty (30) days’ written notice prior to'any cancellation
or modification of such coverage.

(i) If Tenant fails to deliver any policy, certificate or renewal to Landlord required under this Lease
within the prescribed time period or if any such pohcy is canceled or modified during the Lease Term without Landlord's
consent, Landlord may obtain such insurance, in which case Tenant shall reimburse Landlord for the cost of such
insurance within fifteen (15) days after receipt of a statement that indicates the cost of such insurence.

(iv)  Tenant shall maintain all insurance required under this Lease with companies holding a “General
Policy Rating” of A-12 or better, as set forth in the most cwrent issue of “Best Key Rating Guide”. Landlord and Tenant
acknowledge the insurance markets are rapidly changing and that insurance in the form and amounts described in this
Section 4.04 may not be available in the future. Temant acknowledges that the insurance described in this ion 4.
for the primary benefit of Landlord. If at any time during ths Lease Term, Tenant is unable to maintain the insurance
required under this Lease, Tenant shall nevertheless maintain insurence coverage which is customary and commercially
reasonable in the insurance industry for Tenant’s type of business, as that coverage may change from time to time.
Landlord makes no representation as to the adequacy of such insurance to protect Landlord's or Tenant's interests.
Therefore, Tenant shall obtain any such additional property or liability insurance which Tenant deems necessary to protect
Landlord and Tenant. As an alternative to providing a policy of insurance, Tenant shall have the right to provide
Landlord a certificate of insurance, executed by an authorized officer of the insurance company, showing that the
insurance which Tenant is required to maintain nnder this Section 4,04 is in full force and effect and containing such other
information which Landlord reasonably requires.

(42] Landiord and Tenant each hereby waives any and all rights of recovery against the other, or
against the officers, employees, agents or representatives of the other, for loss of or damage to its property or the property
of others under its control, if such loss or damage is covered by any insurance policy in force (whether or not described in
this Lease) at the time of such loss or damage. Upon obtaining the réquired policies of insurance, Landlord and Tenant
shall give notice to the insurance carriers of this mutual waiver of subrogation.

Section 4.05. Common Areas; Use, Maintenance and Costs.

(2) Common Areas. As used in this Lease, “Common Areas™ shall mean all areas within the Building and/or
Park which are available for the common use of tenants of the Building and/or Park and which are not leased or held for
the exclusive use of Tenant or other tenants, including, but not limited to, parking areas, drivewsys, sidewalks, loading
areas, access roads, corridors, landscaping and planted areas. Landlord, from time to time, may change the size, location,
nature and use of any of the Common Areas, convert Common Aress into leaseable areas, construct additional parking
fadﬁbes(mh&ngpa&ngmm)mmewmmonmmdwmdme&mmonmhnd and/or
facilities. Tenant ackmowledges that such achivities may result in inconvenience to Tenant. Landlord shall use
commercially reasonable eﬂ‘oﬂsMSuchacuvmesdonotpamanenﬂy and materially, negatively impact Tenant's use of

the Property.

{t) Use of Common Areas. Thnant shall have the nonexclusive right (in coomnon with other tenants and all
othersmwhoml.andlardhasgmnwdormaygx'antambnghm)tonsetheComonAmsibrthepmpossmded,
subject to such reasonable rules and regulations as Landlord may establish from time to time. Tenant shall abide by such
rules and regulations and shall use its best effort to canse others who use the Common Areas with Tenant's express ar
implied permission to abide by Landlord's rales and regulations. At any tims, Landlord may close any Common Aress to
perform any acts.in the Common Areas as, in Landlord's judgment, are desirable to improve the Building and/or Park.
Tenant shall not interfere with the rights of Landlord, other tenants or any other person entitied to use the Common Areas.

(¢) Maintenance of Common Areas. Landlord shall maintain the Common Areas in good order, condition and
repair, and shall operats the Building and Park, in Landlord's sole discretion, as a first-class industrial/commercial real
property development. Tenant shall pay, as Additional Rent, Tenant's Pro Rata Share (as determined below) of all costs
incurred by Landlord for the operation and maintenance of the Common Areas. Common Area costs include, but are not
limited to, costs and expenses for the following: the landscaping (including without limiting to gardening, tres trimming,
replacemmtorrepmroflandseapmg,landscapemgahonsystems,gophercontolandsmﬂarﬂems);ﬂmﬁsmﬁm
system {phone line attached thereto) and pump (including testing, monitoring and servicing thereof) Fire sprinkler alarm
mmmmgsymmomm@esouﬁmnﬁhﬂw(mmdmgmmommmgwhndsmwmgmm
lighting); sweeping, cleaning, maintaining, repairing, resurfacing and repaving of driveways, roads, parking aveas, yard
areas, loading areas, curbs, walkway and other outdoor paved or covered surfaces; msurance (including without limiting
to premiums for liability, property damagp, fire and other types of casualty insurance on the Common Areas and worker's
compensation insurance); alt property taxes and assessments Jevied on or attributable to the Common Areas, all Common

Canrvertibles - Jndustrinl Leasa DOC\RRYI2408-002

DOCS-8499288v5-Jennifes_(
COW99288 NAWNI2951-029 - 2530-A E. Lindsay Privado

July 10, 2007 . : [FENIFER CONVERTIBLES, INC.}




Area improvements and all personal property taxes levied on or attributable to personal property used in connection with
the Common Areas; straight-line depreciation on personal property owned by Landlord which is consumed in the
operation or maintenance of the Common Aress; rental or lease payments paid by Landlord for rented or leased personal
property used in the operation or maintenance of the Common Areas; fees for required licenses and permits; repairing,
resurfaciog, repaving, mapraining, painting, lighting, cleaning, refuse removal, security and similar items; reserves for
roof replacement, exterior painting, resurfacing and repaving or slurring sealing of the parking lot and driveway and other
appropriate reserves; and a reasopable management fee. Landlord may cause any or all of such services to be provided
by third parties and the cost of such services shall be included in Common Area costs. Common Area costs shall not
include depreciation of real property which forms part of the Common Aress.

Notwithstanding the foregoing provisions of Section 4.05(c), Common Area costs for purposes of this Lease shall
pot, however, include: {A) costs of leasing commissions and attorneys' fees incurred in connection with negotiations or
disputes with present or prospective tenants; (B) the costs of tenant improvements installed exclusively for the use of
other tenants; (C) the principal payments on mortgages affecting the Project; (D) the costs of capital improvements unless
such costs are incurred in connection with the Project and (i) are intended to effect economies in the operation or
maintenance of the Project, or any portion thereof, (ii) are required to comply with present or anticipated. conservation
prograrms, (iii) are replacements or modifications of nonstructural items located in the Common Areas required to keep the
Common Areas in good order or condition, or (iv) are required under any governmental law or regulation provided,
bowever, that any capital expenditure shall be amortized (inchuding interest on the amortized cost) over fts useful life as
Landlord shall reasonably determine; (E) reserves for bad debts or rent loss; (F) amounts paid as ground reatal for the
Project by Landlord; (G) all items and services for which any insurer, Tenant or any other tenant in the Project reimburses
Landlord or which Landlord provides selectively to one or more tepants (other than Tenant) without reimbursement; and
(H) the wages and benefits of any employee who does not devote substantially all of his or her employed time to the
Project unless such wages and benefits are prorated to reflect time spent on operating and managing the Project vis-a-vis
time spent on matters unrelated to operating and managing the Project.

(d) Tenant’s Share and Payment. Tenant shall pay Tenant’s annual Pro Rata Share of all Common Area costs
(prorated for any fractional month) upon written notice from Landiord that such costs are duc and payable, and in any
event prior to delinquency. Tenant's Pro Rata Share shall be calculated by dividing the square foot area of the Property, as
set forth in Section 1.04 of the Lease, by the aggregate square foot area of the Building and/or Park which is leased or held
for lease by tenants, as of the date on which the computation is made. Notwithstanding the foregoing, Landlord shall have
the right, from time to time, to equitably allocate some or all of the Common Area costs among different tenants of the
Park (the “Cost Pools®). Such Cost Pools may include, but shall not be Jimited to, the pooling of certain buildings as to
their Jocation within the Park, any changes in the Common Area costs and/or the aggregate area of the Building and Park
leased or held for lease during the Lease Term shall be effective on the first day of the month after such change occurs.
Landlord may, at Landlord's election, estimate in advance and charge to Tenant as Common Aree costs, all real property
taxes for which Tenant is Jiable under Section 4.02 of this Lease, all utilities under Séction 4,03 of this Lease, all
insurance premiums for which Tenant is liable under Section 4.04(b) of this Lease, all Common Area costs for which
Tenant is liable under Section 4.05 of this Lease, and all maintenance and repair costs for which Tenant is liable for under
Section 6.04 of this Lease. At Landlord's election, such statements of estimated Common Area costs shall be delivered
monthly, quarterly or at any other periodic intervals to be designated by Landiord. Landlord may adjust such estimates at
any time based upon Landlord’s experience and reasonable anticipation of costs. Such adjustments shall be effective as of
the next rent payment date after notice to Tenant. Within one mmdred twenty (120) days after the end of each calendar
year of the Lease Term, Landlord shall deliver to Tenant a statement prepared in accordance with generally accepted
accounting principles setting forth, in reasonable detail, the Common Area costs paid or incurred by Landlord during the
preceding calendar year and Tenant's Pro Rata Share. Upon receipt of such statement, there shall be an adjustment
between Landlord and Tenant, with payment to or credit given by Landlord (as the case may be) so that Landlord shall
receive the entire amount of Tepant's share of such costs and expenses for such period. The provisions of this Section
4.05(d) shall survive the expiration or earlier termination of the Lease Term.

(e) Landlord®s Estimate. As of the date of this Lease, Landlord estimates (pursusnt to Sectiog 4.05(d)) that
Tenant’s Pro Rata Share of real property taxes for which Tenant.is liable under Section 4.02 of this Leass, insurance
premiums for which Tenant is liable under Section 4.04(b) of this Lease, Common Area costs under Section 4.05(d), the
reserves for exterior paint, aspbalt shury seal and roof membsane maintenance and replacement and management fes is a
monthly amount equal to FIVE THOUSAND SEVEN HUNDRED EIGHTY AND 93/100 DOLLARS ($5,780.93).

() Tenant’s Andit Right. Within one hundred fifty (150) days after Tenant’s receipt of Landlord’s statement
pursuant given i accordanoe with Section 4,05(d), if Tenant disputes the amonnt of Additional Rent set forth in the
staterent, an independent cestified public accountaot (which accountant is a member of a pationally recognized
accounting firm and is not working on a contingency fee basis), designated and paid for by Tenast, may, after reasonable
potice to Landlord and at reasonable times, inspect Landlord=s records with respect to such statement st Landlord=s
oﬂic%,pmvxdedthat’l’enannsnotﬂ)enmdefantttmderﬂnsl.easeand’renamhaspmdaIlamonmsmqmmdtobepmd
under the applicable statement. In connection with such inspection, Tenant and Tenant=s agents must agree in advance to
foltow Landlord=s reasonable rules and procedures regarding inspections of Landiord=¢ records, and shall execute a
* commercially reasonable confidentiality agreement regarding such jnspection. Tenant=s failure to dispute the amount of
Additional Rent set forth in any Statement within one huadred fifty (150) days of Tenant=s receipt of such stetement shall
be deemed to be Tenant=s approval of such statzment and Tenant, thereafter, waives the right or ability to dispute the
amourts set forth in such statement. If after such inspection, Tenant still disputes such Additional Rent, a detemination
as to the proper amount shall be made, at Tenant=s expense, by an independent certified public sccountant (the
AAccountant@) selected by Landlord and subject to Tenantws reasonable approval; provided that if such determination by
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the Accountant proves that Additional Rent was overstated by more than five percent (5%), then the cost of the
Accountant and the costs of such determination shall be paid for by Landlord. Tenant hereby acknowledges that Tenant=s
sole right to inspect Landlord=s books and records and to contest the amount of Additional Rent payable by Tenant shall
be as set forth in this Section 4.05(f). Tenant hereby waives any and all other rights pursuant to applicable law to inspect
such books and records and/or to contest the amount of Additional Rent payable by Tenant.

Section 4.06.  Late Charges. Tenant's failure to pay rent promptly may cause Landlord to mcur unanticipated
costs. The exact amount of such costs are impractical or extremely difficnlt to ascertain. Such costs may include, but are
not lirited to, processing and accounting charges and late charges which may be imposed on Landlord by aay ground
lease, mortgage or frust deed encumbering the Property. The parties agree that such late charge represents a fair and
reasonable estimate of the costs Landlord will incur by reason of such late payment. Therefore, if Landlord does not
receive any rent payment within ten (10} days after it becomes due, Tenant shall pay Landlord a jate charge equal to ten
percent (10%) of the overdue amount; provided, however, Lardlord bereby waives its right to collect such late chargs
with respect to Tepant’s first (1st) Jate rent payment default that Tepant shall have cured after Landlord’s three (3)-day
Notice thereof during any consecutive twetve (12) month period.

Section 4.07.  Xnterest on Past Due Obligations. Any rent owed by Tenant to Landlord which is not paid when
due shall bear interest (“Tnterest) at the annual rate of twelve percent (12%) from the date due until paid; provided,
however, Landlord hereby waives its right to collect such Interest with respect to Tenant’s first (15t) overdue rent payment
default that Tenant shall have cured after Landlord’s three (3)-day Notice thereof during any consecutive twelve (12)
month period. Interest shall not be payable on late charges to be paid by Tenant under this Lease.” The paymeat of
lnterest on such amounts shall not excuse or cure any default by Tenant under this Lease. If the interest rate specified in-
this Lease is higher than the rate permitted by law, the interest rate is hereby decreased to the maximum legal interest rate
permitted by law. ' '

Section 4.08. Impounds for Insurance Premiums and Real Property Taxes. If requested by any ground lessor
or lender to whom Landlord has granted a security iterest in the Property, or if Tenant js more than ten (10) days late in
the payment of rent more than once in any consecutive twelve (12) month period, Tenant shall pay Landlord a sum equal
to one-twelfth (1/12) of the annual real property taxes and insurance premiums payable by Tenant under this Lease,
together with each monthly payment of Base Rent. Tenant shall not be entitled to any inferest on the impound account. J
unknown, Landlord shall reasonsbly estimate the amount of rea! property taxes and insurance premiums when due.
Tenant shall pay any deficiency of funds in the impound account to Landlord upon writien request. If Tenant defaults
under this Lease, Landlord may apply any fands in the impound accomnt to any obligation then due under this Lease.

Section 4.09.  Application of Payments. All payments received by Landlord from Tenant shall be applied to the
oldest payment obligation owed by Tenant to Landlord. No designation by Tenant, either in a separate writing or on a
check or money order, shall modify this clanse or have any force or effect. -

ARTICLE FIVE: USE OF PROPERTY

Section 5.01.  Permitted Uses. Tenant may use the Property only for the Permitted Uses set forth in Section 1.06
above and for no other purpose whatsoever; provided that such Permitted Use (j) does not create any wear and tear on the
building, decrease the value of the Property nor constitute waste thereof; (ii) does not involve the fabrication, assembly,
packaging or mapufacturing of any product on, in or about the Property; (iii) does not create any risk of Environmental
Damages or Hazardous Material contsmination on the Property; (iv) does not create obnoxious (as to a reasonable person)
odors or neise; (v) does not include storage of tires, chemicals or explosives or other products made with like materials;
{vi) does not exceed the Joad capacity of the floor slab; and (vii) is consistent with the use of other tenants of Landlord in
the surrounding area.

Section 5.02. Manner of Use. Tenant shall pot cause or permit the Property to be used in amy way which
constitutes a violation of any law, ordinance, or governmental regulation or order, which unreasonably interferes with the
rights of other tenants of Landlord, or which constitutes a puisance or waste. Tenant shall obtain and pay for all permits
required for Tenant's occupancy of the Property, alterations and improvements made to the Property, business licenses,
and shall promptly take all actions necessary to comply with all appliceble statutes, ordinances, rules, regulations, orders
and requirements regulating the use by Tenant of the Property, including without limiting to the Occupational Safety and
Health Act.

Section 5.03. Hazardous Matexials.

5.03.1 .Definitions.
A. - “Hazardous Material” means any substance, whether solid, liquid or gaseous in nature:

® the presence of which requires investigation or remediation under any federal, state or local
statuts, regulation, ordinance, order, action, policy or common law; or

(i) which is or becomes defined’ as a “hazardows waste,” “hazardous substance,® pollutant or
contaminant under any federal, state or local statute, regulstion, rule or ordinance or amendments thereto incloding,
without limitation, the Comprehensive Environmental Response, Compensation and Liability Act (42 U.S.C. section 9601
et seq.) and/or the Resource Conservation and Recovery Act (42 US.C. section 6901 et seq.), the Hazardous Materials
Transportation Act (49 U.S.C. section 1801 et seq.), the Federal Water Poliution Control Act (33 U.8.C. section 1251 et
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seq.), the Clean Air Act (42 U.S.C. section 7401 et seq.), the Toxic Substances Control Act, as amended (15 U.S .C.
section 2601 et seq.), and the Occupational Safety and Health Act (29 U.S.C, section 651 et seq.), as these laws have been
amended or supplemented; or

(iii)  which is toxic, explosive, corrosive, flammable, infections, radioactive, carcinogenic, mutagenic,
or otherwise hazardous or is or becomes regulated by any governmental authority, agency, department, commission,
board, agency or instrumentality of the United States, the State of California or any political subdivision thereof; ar

(iv)  the presence of which on the Property causes or threatens to canse a nuisance upon the Property
or to adjacent properties or poses or threatens to pose a hazard to the health or safety of persons on or about the Property;

or
™) the presence of which on adjacent properties could constitute a trespass by Tenant; or
(vi)  without limitation which contains gasoline, diesel fuel or other petroleum hydrocarbons; or

(vii) without Hmitation which contains polychlorinated biphenyls (PCBs), asbestos or urea
formaldehyde foam insulation; or

(viil)  without limitation which contains radon gas.
B. “Environmental Requirements™ means all applicable present and future:

D statutes, regulations, rules, ordinances, codes, licenses, permits, orders, approvals, plang,
authorizations, concessions, franchises, and similar items (including, but not limited to those pertaining to reporting,
licensing, permitting, investigation and remaediation), of all Governmental Agencies; and

()] all applicable judicial, administrative, and regulatory decrees, judgments, and orders relatmg to
the protection of human health or the environment, including, without limitation, all requirements pertaining to emissions,
discharges, releases, or threatened mlemoffhmrdousMMﬂsmchemmlmbﬁanmmmmem,mmwata
groundwater or land, or relating to the manufacture, processing, distribution, use, treatmeant, storage, disposal, transport, or
handling of Hazardous Materials or chemical substances.

C. “Environmental Damages™ means all claims, judgments, damages, losses, penalties, fines, liabilities
(inclnding strict liability), encumbrances, liens, costs, and expenses (including the expense of investigation and defense of
any claim, whether or not such claim is ultimately defeated, or the amount of any good faith settlement or judgment
arising from any such claim) of whatever kind or nature, contingent or otherwise, matured or unmatured, foreseeable or
unforeseeable (including without limitation reasonsble attorneys' fees and disbursements and consultants’ fees) any of
which are incurred at any time as a result of the existence of Hazardous Material upon, about, or beneath the Property or
migrating or threatening to migrate to or from the Property, or the existence of a violation of Environmental Requirements
pertaining to the Property and the sctivities thereon, regardless of whether the existence of such Hazardous Material or the
violation of Envirommental Requirements arose prior to the present ownership or operation of the Property.
Environmental Damages include, without limitation:

6] damages for personal injury, or injury to propesty or natural resources occurring upon or off of
the Property, incloding, without limitation, lost profits, consequential damages, the cost of demolition and rebuilding of -
any improvements on real propesty, interest, penalties and damages arising from claims brought by or on behalf of
employees of Tenant (with respect to which Tenant waives auy right to raise as a defense against Landlord any immunity
to which it may be entitied under any industrial or worker’s compensation laws)

(i)  fees, costs or expenses incurred for the services of attomeys, consultants, contractors, experts,
laboratories and all other costs incurred in connection with the investigation or remediation of such Hazardous Materials
or violation of such Environmental Reguirements, inclading, but not limited to, the preparation of any feasibility studies
or reports or the performance of any cleanup, remediation, removal, response, sbatement, contaimment, closure,
restoration or monitoring work required by any Governmental Agency or reasonably necessary to make full economic use
of the Property or any other property in a manner consistent with its current use or otherwise expended in connection with
such conditions, and including without limitation amy .attomeys’ fees, costs and expenses incurred in enforcing the
provisions of this Lease or collecting any sums due hexeunder;

(iiif)  Hability to any third person or Governmeutal Agency to indemnify such person or Governmental
Agency for costs expended in connection with the items referenced in subparagraph (if) above; end

@v) diminution in the fair market value of the Property including without imitation any reduction in
fair market rental value or Jife expectancy of the Property or the improvements locamdﬂwreon ortherestnctzon on the
use of or adverse impact on the marketing of the Property or any portion thereof.

D. “Governmental Agency” means all governmental agencies, departments, commissions, boards, burcaus
or instrumentalities of the United States, states, counties, cities and political subdivisions thereof,

E. The “Tenant Group* means Tenant, Tenant's successors, assignees, guarantors, officers, members,
managers, directors, agents, employees, contractars, invitees, permittee or other parties under the supervision or controf of
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Tenant ar entering the Property during the Lease Term with the permission or knowledge of Tenant other than Landlord
or Landlord’s agents or employees.

5.032 Prohibitions.

A. Other than normal quantities of general office and cleaning supplics and except as speczﬁed on
Exhibit "D” attached hereto, Tenant shall not cause, permit or suffer any Hazardous Material to be brought upon, treated,
kept, stored, disposed of, discharged, released, produced, manufactmed, generated, refined or used upon, about or beneath
the Property by the Tenant Group, or any other person without the prior written consent of Landlord. From time to time
during the Lease Term, Tenant may request Landlord’s approval of Tevant's use of other Hazardous Materials, which
approval may be withheld in Landlord's sole discretion. Tenant shall, prior to the Lease Commencement Date, provide to
Landlord for those Hazardous Materials described on Exhibit “D™: (a) a description of handling, storage, use and disposal
procedures; and (b) all “community right to know” plans or disclosures and/or emergency response plans which Tenant is
required to supply to local Governmental Agencies pursuant to any Environmental Requirements.

B. Tenant shall not cause, permit or suffer the existence or the commission by Tenant Group, or by any other
person, of a violation of any Eavironmental Requirements upon, about or beneath the Property.

C. Tenant shall neither create or suffer to exist, nor permit Tenant Group to create or suffer to exist any lien,
security interest or other charge or encumbrance of any kind with respect to the Property, including without limitation,
any lien imposed pursuant to section 107(f) of the Superfund Amendments and Reanthorization Act of 1986 (42 U.S.C.
section 9607(1)) or any similar state statute.

D. Tenant shall not instail, operate or maintain ary above or below grade tank, samp, pit, pond, lagoon or
other storage or treatment vessel or device on the Property without Landlord's prior written consent.

5033 Indemnity.
A. Tenant, its successors, assigns and guarantors, agree to indemnify, defend, reimburse and hold

barmless:
[6)] Landlord; and

(i) any other person who acquires all or a portion of the Property in any manner (including purchase
at a foreclosure sale) or who becomes entitled to exercise the rights and remedies of Landlord under this Lease; and

(ili)  the directors, officers, sharcholders, employees, pariners, agents, contractors, subcontractors,
experts, liconsees, affiliates, lessees, mortgagees, trustees, heirs, devisees, successors, -assigns and invitees of snch
persons, from and against any and ell Environmental Damages which exist as a result of the activities or negligence of
Tenant Group or which exist as a result of the breach of any warranty or covenant or the inaccuracy of any representation
of Tenant contained in this Lease, or by Tenant's remediation of the Property or failure to meet its obligations contained in
this Lease.

B. The obligations contaived in this Section 5,03 shall include, but not be limited to, the burden and expenss
of defending all claims, suits and administrative proceedings, even if such claims, suits or proceedings are groundless,
false or fraudulent, and conducting all negotiations of any description, and paying and discharging, when and as the same
become due, any and all judgments, penalties or other sums due against such indemnified persons. Landlord, at its sole
expense, may employ additional counsel of its choice to associate with counsel representing Tenant.

C. Landlord shall have the right but not the obligation to join and participate in, and control, if it so elects,
any legal proceedings or actions initiated in connection with Tenant's activities. Landlord may also negotiate, defend,
approve and appeal any action taken or issued by any applicable governmental authority with regard to contamination of
the Property by a Hazardous Material.

D. The obligations of Tenant in this Section 5.03 shall survive the expiration or termination of this Lease.

. E.TheobiigationsofTena.nnmderﬂnisMgn_LO}_shaHnotbeaﬁ'ec’oed‘byanyinvéﬁgaﬁonbyoron
behalf of Landlord, or by any information which Landlord may have or obtain with respect thereto.

5.03.4 Qbligation to Remediate. In addition to the obligation of Tenent to indemnify Landlord pursuant to
this Leass, Tenant shall, upon approval and demand of Landlord, at its sole cost and expense and using contractors
approved by Landlord, promptly teke all actions to remediate the Property which arc required by any Governmental
Agency, or which are reasonably necessary to mitigate Environmental Damages or to allow full economic use of the
Property, whlchmmedmnonsnmmwdﬁomﬂxepresmeupon,abmnorbmthﬂmepaty at axy time during or
upon termination of this Lease (whether discovered during or following the Lease Term), of a Hazardous Material or a
violation of Environmental Requirements existing as a result of the activities or negligence of the Tenant Group. Such
actions shell include, but not be limited to, the imvestigation of the environmental condition of the Property, the
prcpamtlonofanyfbasibﬂxtysmdzareportsorremedmlplms,andtheperformanceofmycleanup,mnedwnon,
containment, operation, maintenance, monitoring or restoration work, whether on or off the Property, which shall be
performed in a maoner approved by Landlord. Tenant shall take all actions necessary to restore the Property to the
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condition existing prior to the introduction of Hazardous Material upon, about or beneath the Property, notwithstanding
any Jesser standard of remediation allowsble under applicable law or governmental policies.

5.03.5 Rightto Inspect. Landlord shall have the right in its sole and absolute discretion, but not the duty,
to enter and conduct an inspection of the Property, including invasive tests, at any reasonable time to determine whether
Tenant is complying with the terms of this Leass, including but not limited to the compliance of the Property and the
activities thereon with Environmental Requirements and the existence of Environmental Damages as a result of the
condition of the Property or surrounding properties and activities thereon. Landlord shall have the right, but ot the duty,
to retain any independent professional consultant (the “Consnltant™) to enter the Property to conduct sach an inspection
or to review any report prepared by or for Tenant concerning such compliance. The cost of the Consultant shall be paid
by Landlord unless sach investigation discloses a violation of any Environmental Requirement by the Tenant Group or the
existence of a Hazardous Material on the Property or any other property caused by the activities or negligence of the
Tenant Group (other than Hezardous Materials used in compliance with all Environmental Requirements and previously
approved by Landlord), in which case Tenant shall pay the cost of the Consultant. Tenant hercby grants to Landlord, and
the agents, employees, consultants and contractors of Landlord the right to enter the Property and to pesform such tests on
the Propesty as are reasonably necessary to conduct such reviews and investigations. Landlord shall nse commercially
reasonable efforts to minimize interference with the business of Tenant.

5.03.6 Notification. If Tenant shall become aware of or receive notice or other communication
concerning any actual, alleged, suspected or threatened violation of Environmental Requiremeats, or liability of Tenant
for Environmental Damages in cornection with the Property or past or present activities of any person thereon, inchiding
but not limited to notice or other communication conceming any actual or threatened investigation, inquiry, lawsuit,
claim, citation, directive, summons, proceeding, complaint, notice, order, writ, or injunction, relating to same, thea Tenant
shall deliver to Landlord within ten (10) days of the receipt of such notice or commmunication by Tenant, a written
description of said violation, liability, or actual or threatened eveat or condition, together with copies of any documents
evidencing same. Receipt of snch notice shall not be deemed to create any obligation on the panofLandlordto defend or
otherwise respond to any such notification.

If requested by Landlord, Tepant shall disclose to Landlord the names and amounts of all Hazardous
Materials other than general office and cleaning supplics referred to in Section 5.03.2 of this Lease, which were used,
generated, treated, handled, stored or disposed of on the Property or which Tenant intends to use, generate, treat, handle,
store or dispose of on the Property. Theforcgomgmnowayshallhmxttheneeessﬂyfor’I‘enantobtammgLandlord‘s
consent pursuant to Section 5.03.2 of this Lease.

5.03.7 Surrender of Property. In the ninety (90) days prior to the expiration or termination of the Lease
Term, and for up to ninety (90) days after the later to occur of (i) Tenant fully surrenders to Landlord exclusive
possession of the Property; and (ii) the termination of this Lease, Landlord may bave an environmental assessment of the
Property performed in accordance with Section 5.03.5 of this Lease. Tenant shall perform, at its sole cost and expense,
any clean-up or remedial work recommended by the Consultant which is necessary to remove, mitigate or remediate any
Hazardous Materials and/or contamination of the Property caused by the activities or negligence of the Tenant Group.

5.03.8 Assignment and Subletting. In the event this Lease provides that Tenant may assign this Lease or
sublet ths Property subject to Landlord’s consent and/or certain other conditions, and if the proposed assignee’s or
sublessee’s activities in or about the Property involve the use, handling, storage or disposal of any Hazardous Materials
other than those used by Tenant and in quantities and processes similar to Tenant's uses in compliance with this Lease, (D)
it shall be reasonable for Landlord to withhold its consent to such assignment or sublease in light of the risk of
contammanonposed by such activities and/or (if) Landlord may impose an additional condition to such essignment or
sublease which requires Tenant to reasonably establish that such essignee’s or sublessee’s activities pose no mateially
greater risk of contamination to the Property than do Tenant's permitted activities in view of: (a) the quantities, toxicity
and other properties of the Hazardous Materials to be used by such assignes or sublessee; (b) the precautions against a
release of Hezardous Materials such assignee or sublessee agrees to implement; () such assignee's or sublessee's financial
condition es it relates to its ability to fund a major clean-up; and (d) such assignee’s or sublessee’s policy and historical
record respecting its willingness to respond to the clean up of a release of Hazardous Materials,

5039 vival Dbligation. Tepant’s breach of any of its covenants or obligations
undu'ﬁnslmseshaﬂcanshnmcammmldcﬁ:nltmd«thxsl.ease. The obligations of Tenant under this Lease shall
survive the expiration or earlier termination of this Lease without any limitation, and shall constitute obligations that are
independent and severable from Tenant's covenants and obligations to pay rent under this Lease.

5.03.10 Limitation_of Tepant Liability. Except for Envuonmemml Damages the Tenant Group causes,
Tenantshaﬂhavenohabﬂxtyofanykmdml.md]oxdastoany}hzardomMm!sonmerpmy(a)mshngonthe
Property as of the Date of Lease, or (b) caused by Landlord, its agents, employees or contractors.

Section 5.04. Auctions and Signs. Tenant shall not conduct or permit any auctions or sheriff's sales at the
Property. Subject to Landlord’s prior written approval, which shall not be unreasonably withheld, delayed or conditioned,
and provided all signs are in keeping with the quality, design and styls of the industrial park within which the Property is
located, Tenant, at its sole cost and expense, may install an identification sign (“sign®) at the Property; provided, however,
that (i) the sizs, color, location, materials and design of such sign shall be subject to Landlord's prior written consent,
which shall not be unreasonably withheld, delayed or conditioned; (i) such sign shall comply with all applicable
governmental rules, codes, ordinances and regulations, and the Property’s covenants, conditions, restrictions and signage
criteria; (iif) such sign shall not be painted directly on the bmilding or attached or placed on the roof or exterior of the
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building; and (iv) Tenaot’s continuing signage right shall be contingent upon Tepant maintaining such sign in a first-class
condition. Tenant shall be responsible for all costs mcurred in connection with the design, construction, installation,
repair and maintenance of Tenant's sign. Upon the expiration or earlier termination of this Leass, Tenant shall cause
Tenant’s sign to be removed and shall repair any damage caused by such removal (including without limiting to patching
and painting). Any signs, notices, logos, pictures, names or advertisements which are installed and that have not been
separately approved by Landlord, may be removed by Landlord, without notice by Landlord to Tenant at Tenant's sole
cost and expense.

Section 5.05. Indemnity. Tenant shall indemnify, defend, and hold Landlord, together with its parent and affiiated
companies, and/or constitute partners/entities, its and their respective officers, directors and employees (the “Indemnified
arties™) free and harmless against and from any and all claims, damages, liabilities, Josses, actions or causes of action,
costs and expenses, including reasonable attorneys’ fees, imvestigation costs and costs of court (if any) by reason of death,
bodily or personal injury (including death or injury to Tenant’s employees) or property damage arising out of or relating
to: (a) Tenant's use of the Property; (b) the conduct of Tenant's business or anything else done or permitted by Tenant to
be done in or about the Property, including any contamination of the Property or any other property resulting from the
presence or use of Hazardous Material caused or permitted by Tenant; (c) any breach or default in the performance of
Tenant's obligations under this Lease; (d) any misrepresentation or breach of warranty by Tenant under this Leass; or (e)
other acts or omissions of Tenant. As a material part of the consideration to Landlord, Tenant assumes all risk of damage
to property or injury to persons in or about the Property arising from any cause, and Tenant hereby waives all claims in
respect thereof against Landlord, except to the extent of any claim arising out of Landlord’s gross negligence or willful
misconduct. As used in this Section, the term “Tenant” shall include Tenant's employees, agents, contractors, servants,
licensees and tvitees, if applicable. The provisions of this Section 5.05 shall survive the expiration or sooner termination
of this Lease with respect to any claims or liability occurring prior to such expiration or termination.

Section 5.06. Landlord’s Access. Landlord reserves the right at all reasonable times and upon reasonable notice
totheTenanttoenterﬁ)ePropem(to(')mspectn,(1i)showthePropenympmpectwepurchasas,mortgageaoﬂenants,
or to the ground or underlying lessors; (iif) post notices of non-responsibility; (iv) alter, improve or repair the Property;
and (v) place “For Sale” or “For Lease™ signs on the Property. Notwithstanding emything to the coptrary contained in this
Section 5.06, Landlord may enter the Property at amy time to (A) perfoon services required of Landlord; (B) take
possession due to any breach of this Lease in the manner provided herein; and (C) performn any covensnts of Tenant which
Tenant fails to perform. Any such entries shail be without the abatement of Rent and shall include the right to take such
reasonable steps as required to accomplish the stated purposes. Tenant hercby waives any claims for damages or for any
mjuries or inconvenience to or interference with Tenaut's business, lost profits, any loss of occupancy or quict enjoyment
of the Property, and any other loss occasioned thereby. For each of the above purposes, Landlord shall at all times have a
key with which to unlock all the doors in the Property. In an emergency, Landlord shall have the right to use any means
that Landlord may deem proper to open the doors in and to the Property. Any entry into the Property in the manper
hereinbefore described shall not be deemed to be a forcible or unlawful entry into, or a detainer of, the Property, or an
actual or constructive eviction of Tenant from any portion of the Property.

Section 5.07. Vehicle Parking, Tenant shill be entitled to non-exclusive use of the vehicle parking area in the
Property as outlined in red on Exhibit “A” attached hereto without paying any Additional Rent. Tenant shall not bave the
right to park i such area as ontlined and crosshatched in blue on Exhibit “A” attached hereto. Tenant's parking shall not
be reserved and shall be limited to vehicles no larger than standard size automobiles or pickup utility vehicles. Tenant
shall not cause large trucks or other large vehicles to be parked within the Property (other than in designated areas) or on
the adjecent public streets. Temporary parking of large delivery vehicles in the Property may be permiited by the rules
and regulations established by Landlord. Vehicles shall be parked only in striped parking spaces and not in driveways,
loading areas or other locations not specifically designated for parking. Handicapped spaces shall only be used by those
legally permitted to use them. If Tenant parks more vehicles in the parking area than as set forth on Exhibit “A” attached .
hereto or parks outside the area outlined in red on Exhibit “A”, then such conduct shall be a material breach of this Lease.
In addition to Landlord's other remedies under this Lease, Tenant shall pay a daily charge determined by Landlord for
eachsuchaddmonalvehwlc.

Section 5.08.  Quict Possession. IfTenantpaysthemtmdeompﬁwwiﬂ:aﬂothermofﬁﬁslmse,Tm
mayoocupyandemoymerpextyfarﬂxeﬁxllLeaseTenn,subjwttoﬁ)epmvxswnsofthstcase .

Section 5.09. gg_nl_lg_n__m;memmumtdoaMm&wwﬁ'ermymmgmbedmgmwahandw
Property that will in any way conflict with any law, stetute, ordinance or other governmental rule, regulstion or
requirement now in force or which may hereafier be enacted or promulgated (collectively, Applicable Laws™). Tenant
shall, at its sole cost and expense, promptly comply with any Applicable Laws which relate to, or are triggered by: (i)
Tenant's use of the Property or (ii) any alteration or any tenant improvements made by Tenant. Landlord shall comply
with all Applicable Laws relating to the improvements on the Property if, as of the Date of Lease compliance with such
Applicable Laws is required by a governmental agency and provided that compliance with such Applicable Laws is not
the responsibility of Teasnt under this Lease, and provided fugther that Landlord’s failure to comply therewith would
unreascnably and materially affect the safety of Tenant's employees, create a significant health hazard for Tenant's
employees, or materially and adversely affect Tepant=s use of the Property. Landlord and Tenant shall share equally the
cost of complying with fature Applicable Laws that have general application to the Property; provided that complisnce
with such Applicable Laws is not the responsibility of Landlord or Tenant as set forth above. Should any staedard or
regulation now or hereafter be imposed on Landiord or Tenant by any state, federal or Jocal governmental body charged
with the establishment, regulation and enforcement of occupational, bealth or safety standards for employers, emplayees,
landlords or tenants, then Landlord and Tenant , as applicable, agree, at its sole cost and expense to comply prompily with
such standards or regulations. The judgment of amy court of competent jurisdiction or the admission of Tenant in any
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Jndxcxal acuon, regardless of whether Landiord is a party thereto, that Tenant has violated any of said govemmcntal
measures, shall be conclusive of that fact as between Landlord and Tenant.

ARTICLESIX:  CONDITION OF PROPERTY; MAINTENANCE, REPAIRS AND ALTERATIONS

Section 6.01.  Existing Conditions. Tenant accepts the Property in its “as-is” condition as of the execution of this
Lease, subject to all recorded inatters, laws, ordinances, and governmental regulations and orders. Except as specifically
provided herein, Tepant acknowledges that nejther Landlord nor any agent of Landlord has made any representation as to_
the condition of the Property or the suitability of the Property for Tenant's intended use. Tenant represents and warrants
that Tepant has made its own inspection of and inquiry regarding the condition of the Property and is not relying on any
representations of Landlord or any Broker with respect thereto.

Section 6.02. Exemption of Landlord from Liability. Landlord shail not be liable for amy damage or ijury to the
person, business (or any foss of income therefrom), goods, wares, merchandise or other property of Tenant, Tenant's
employees, invitees, customers or any other person in or about the Property, whether such damage or injury is caused by
or results from: (a) fire, steam, electricity, water, gas or rain; (b) the breakage, leakage, obstruction or other defects of
pipes, sprinklers, wires, appliances, plumbing, air conditioning or lighting fixtures or any other cause; (¢) conditions
arising in or about the Property or upon other portions of the Building, or from other sources or places; or (d) any act or
omission of any other tepant of Landlord. Landlord shall not be liable for any such damage or injury even though the
cause of or the means of repairing such damage or injury are ot accessible to Tenant. The provisions of this Section 6,02
shall pot, however, exempt Landlord from lisbility to the extent of Landlord's gross negligence or willful misconduct.

Section 6.03. Landlord’s Obligations.

(2) Except as provided in Article Seven (Damage or Destruction) and Article Eight (Condemnation), Landlord shall
keep the following in good order, condition and repair (subject to ordinary wear and tear): structural portions of the
foundations, exterior walls and roof (including roof membrane) of the Propesty (including painting the exterior surface of
the exterior walls of the Property not more often than once every five (5) years, if necessary) and all components of
electrical, mechanical, plumbing, heating and air conditioning systems and facilities located in the Propesty which are
concealed or used in common by tenants of the Building. However, Landlord shall not be obligated to maintain or repair
floor, windows, doors, plate glass or the interior surfaces of exterior walls. Landlord shall make repairs under this Section
6.03 within a reasonable time after receipt of written notice from Tenant of the need for such repairs.

(b) Tenant shall pay or reimburse Landiord for all costs Landlord incurs under Paragraph 6.03(a) above as Common
Area costs as provided for in Section 4,05 of this Lease. Tenant waives the benefit of any statute in effect now or in the
foture which might give Tenant the right to make repairs at Landlord’s expense or to terminate this Lease due to
Landlord’s failure to keep the Property in good order, condition and repair.

{c¢) Notwithstanding the foregoing, Landlord shall, at Landlord's expenss, canse the existing plumbing, lighting, air
conditioning, heating, and ventilating systems, fire sprinkler system, and Joading doors in ths Property, to be in good
operating condition on the Lease Commencement Date, except to the extent such repairs are required due to the
negligence or willful misconduct of Tenant or as a result of alterations, additions or improvements to the Propesty made
by Tenant or for Tenant. Landlord shall be deemed to have delivered the Property in the condition required by this
Mmﬁnmswwlmdlordwrmmmdsmfmhmspecdic:tyﬁmnmaandemtofany)tems
requiring repair, within thirty (30) days after the Lease Commencement Date from Landlord’s delivery of the Property to
Tenant.

@ Noththstmdmg the foregoing, subject to Tepant’s timely maintenance, Landlord shall, at Landlord’s sole cost
sand expenss, repair all heating, ventilating and air conditioning units for the first (1¥) twelve (12) months of occupancy.

Section 6.04. Tenant's Obligations. ~

() Except as provided in Section 6.03, Article Seven (Damage or Destruction) and Article Eight (Condemnation),
Tenant.nt’l‘enant’ssoleoostandWMkwpaﬂpomomofmeProperw(imhﬂmgMnamemmmL
interior, exterior, systems and equipment) in good order, condition and repair (including, without Emitation to repainting
the walls and repaving the paved arcas, as needed). If any portion of the Property or any system or equipment in the
Property which Tenant is obligated to repair cannot be fully repaired or restored, Tenant shall promptly replace (subject to
Landlord’s right to undertake such responsibility) such portion of the Property or system or equipment in the Property.
The cost of such replacement shall be amortized (including Interest on the unamortized amount) over the useful life as
reasonably determined by Landlord. Tenant shall be Liable for that portion of the cost which is applicable to the remaining
Lease Term (as may be extended). Tenant shall maintain 2 preventive maimtenance contract providing for the regular
inspection and maintenance of the heating and air conditioning system each by a respective licensed contractor. Landiord
shall have the right, upon writien notice to Tenant, to undertake the responsibility for preventive maintenance of the
heating and air conditioning system at Tenant's expense. If any part of the Property or the Building is damaged by any act
or omission of Tenant, Tenant shall pay Landlord the cost of repairing or replacing such damaged property, whether or not
Landiord wounld otherwise be obligated to pay the cost of maintaining or repairing such property. It is the inteation of
LandlordandTenantthat,ataﬂhmesdnrmgtbelmse?a‘m,TenantshaHmmnmmtherpertymananracnve,
first-class and fully operative condition.

(b) Tenant shall fulfill all of Tenant's obligations under this Section 6.04 at Tenant's sole expensa, If Tenant fails to
maintain, repair or replace those portions of the Property as required by this Section 6.04, Landlord may, upon ten (10)
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days’ prior notice to Tenant {except that no notice shall be required in the case of an emergency), enter the Property and
perform such maintenance or repair (including replacement, as needed) on bebalf of Tenant. In such case, Tenant shall
reimburse Landlord for all costs incurred in performing such maintenance or repair immediately upon demand.

Section 6.05.  Alterations, Additions, and Improvements.

(a) Tenant shall not make any alterations, additions, or improvements to the Property (“Alteration™) without
Landlord’s prior written consent, except for non-structural alterations that (i) do not exceed Twenty-Five Thousand
Dollars ($25,000.00) in cost; (i) are not visible from the outside of the building; and (iii) do not alter or peaetrate the floor
slab or roof. Landlord may require Tenant to provide demolition and/or lien and completion bonds in form and amount
satisfactory to Landlord. Tenant shall promptly remove any Alterations constructed in violation of this Paragreph 6.05(a)
upon Landiord's written request. All Alterations shall be done in 2 good and workmanlike manner, in conformity with all
Apphmb!e Laws and regulations, and all contractors and subcontractors shall be licensed by the State where the Property
is located for their particular trade and approved by Landiord. Upon completion of any such work, Tenant shall provide
Landlord with “as built” plans, copies of all construction contracts, and proof of payment for all labor and materials.

(b) Tenant shall pay when due all claims for labor and material furnished to the Property. Tenant shall give Landlord
at teast twenty (20) days’ prior written notice of the commencement of any work on the Propesty, regardless of whether
Landlord's consent to such work is required. Landlord may elect to record and post notices of pon-responsibility on the
Property. Tenant shall cause any mechanic’s lien or other claim of lien filed against the Property to be released and
removed within tem (10) days of such filing either by satisfaction or by the posting of a bond in the stahrtory amount.
Should Tenant fail to remove any such lien within the required period or time, Landlosd may (at its sole election) pay such
claim and the amount paid, together with any attorney’s fees and costs incurred by Landlord in connection therewith, shall
be immediately due from Tepant to Landlord as Additional Rent. In the event Landlord, at Tenant’s request, performs
any work bereunder in the capacity of general contractor or otherwise, Landlord shall be entitied to recsive from Tenant,
as Additional Rent, Landlord’s actual costs for design, construction, end permits, plus Twenty Percent (20%) of said
actual costs for Landlord’s overhead and profit.

Section 6.06.  Condition upon Termination. Upon the termination of this Lease, Tenant shall surrender the
Property to Landlord, broom clean and in the same condition as received (including without limitation to the removal of
all floor striping and the resealing of the floor). However, Tenant shall not be obligated to repair any damage which
Landlord is required to repair under Article Seven (Damage or Destruction). In addition, Landlord may require Tenant to
remove any alterations, additions, improvement, machinery or equipment (whether or not made with Landlord’s consent)
prior to the expiration or early termination of this Lease and to restore the Property to its prior condition, all at Tenant's
expense. All alterations, additions and improvements which Landlord has not required Tenant to remove shall becoms
Landlord’s property and shall be surrendered to Landlord upon the expiration or earlier termination of this Lease. Tenant
shall repair, at Tenant's expense, any damage to the Property caused by the removal of any such alterations, additions,
improvemenis, machinery or equipment (including witbout limitation to the complete removal of all studs and bolts that
penetrate the floor or walls and filling and patching the holes a3 set forth in more detail in Section 6.07). In no event,

- however, shall Tenant remove any of the following materials or equipment (which shall be deemed Landlord’s property)
without Landlord's prior written consent: axy power wiring and power pamels; lighting and lighting fixtores; wall
coverings; drapes, blinds and other window coverings; carpets and otber floor coverings; heaters, air conditioners and any
other heating and air conditioning equipment; fencing and security gates; load levelers, dockhgtns, dock locks and dock
seals; and other similar building operating equipment and decorations.

Section 6.07  Floor Bolts. Prior to anchoring any racking or equipment to the floor of the Property, Tenant shall
drill the boles for any anchor bolts to a depth that is one inch (17) decper than normally required for such anchoring
mechanism. Upon the expiration or earlier termination of this Lease, Tenant shall cut the top of the anchor bolts, pound
the remaining bolt into the one inch (17) space described above, and pour epoxy filler into the existing hole so that the
epoxy filler is flush with the floor, all at Tenant’s sole cost and expense

Section 6.08  Landlord’s Work. Landlord, at its sole cost and expense, shall construct those improvements to the
Property described in Exhibit “F”. Since Tenant will be occupying the Property pursuant to this Lease while Landlord is
performing Landlord’s Work, Landlord agrees that it shall use commercially reasonable efforts to perform Landlord’s
Work in a manner so as to minimize interference with Tenant’s business, Tenant hersby acknowledges that,
notwithstanding Tenant’s occupancy of the Property during the performance of Landlord’s Work, Landlord shall be
permitted to perform Landlord’s Work during normat business hours, and Tenant shall provide a clear working area for
Landlord’s Wark (including, but not limited to, the moving of furnjture, fixtures and Tenant’s property away from the
area Landlord is condncting Landlord®s Work). Tepant hereby agrees that the performance of Landlord’s Work shaill in
no way constitute a constructive eviction of Tenant nor entitle Tenant to, if any, abatement of rent. Landlord shall have
" 8o responsibility or for any reason be lisble to Tenant for any direct or indirect injury to or interference with Tenant’s
business arising from Landlord’s Work, nor shall Tenant be entitled to eny compensation or damages from Landlord for
loss of the use of whole or any part of the Property, for loss of or damage to Tenant’s personal property, merchandise,
ﬁthormpmvemenb,orfwmymwnvmencemmwymoerwﬂhngﬁmlmdlod’s Workorforl.a.ndlo:ds
actions in connection with Landlord’s Work.

ARTICLE SEVEN: DAMAGE OR DESTRUCTION
Section 7.01. Damage or Destruction to Property.
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(2) Tenant shall notify Lendlord in writing (“Damage Notice*) immediately upon the occuwrence of any damage to
the Property. If the insurance proceeds received by Landlord from the insurance policies described in Paragraph 4.04(h)
are sufficient to pay for the necessary repairs, this Lease shall remain in effect and Landiord shall repair the damage as
soon as reasonably possible. Landlord may elect (but is not required) to repair any damage to Tepant's fixiures,
equipment, or improvements.

(b} I the insurance proceeds received by Landlord are not sufficient to pay the entire cost of repair, or if the cause of
the damagp is not covered by the insurance policies which Landlord maintains under Paragzaph 4.04(b), Landlord may
elect either to: (i) repair the damage as soon as reasonably possible, in which case this Lease shall remain in full force and
effect; or (ii) terminate this Lease as of the date the damage occurred. Landlord shall notify Tenant within thisty (30) days

- after receipt of Damage Notice whether Landlord elects to repair the damage or terminate this Lease. If Landlord elects to
repair the damage, Tepant shal] pay Landlord the “deductible amount” (not to exceed Ten Thousand and No/100 Dollars
($10,000.00) under Landlord’s insurance policies) and, if the damage was due to an act or omission of Tenant, or Tenant’s
employees, agents, contractors or invitees, the difference between the actual cost of repair and any msurance
received by Landlord, If Landiord elects to terminate this Lease, Tenaut may elect to continne this Lease in full force and
effect, in which case Tenant shall repair any damage to the Property and any building in which the Property is located.
Tenant shall pay the cost of such repairs, except that upon satisfactory completion of such repairs, Landlord shall deliver
to Tenant any insurance proceeds received by Landlord for the damage repaired by Tenant. Tenant shall give Landlord
written notice of such election within ten (10) days after receiving Landlord's terminatjon notice. .

(c) If the repairs to the Property would require more than six (6) months (subject to force majeure) from Landlord’s
receipt of insurence proceeds and building permits (*Repair Period™) to be substantially completed then either Landiord
or Tenant shall have the right to terminate this Lease as of the later to occur of: (i) the date Landlord receives the Damage
Notice; and (ii) the date Tenant ceases to do business on the Property and delivers exclusive possession thereof to
Landlord. Tenant shall have the right, at any time and from time to time fo require Landlord to deliver to Tenant a written
notice (the “Contractor Certificate™) certifying to both Landlord and Tenant, in the reasonable opinion of Lendiord's
contractor, the amount of time required to repair or complete the repair of the Property. If in the Contractor Certificate,
the contractor certifies that the repair of the Property will take a period in excess of the Repair Period, then within five (5)
days after the delivery of the Contractor Certificate to Tenant, Tenant or Landlord may terminate this Lease by delivering
written notice of such termination to the other party within such five (5) day period. Notwithstanding the foregoing,
Tenantshaﬂnothavemyn@uwmmmemmlmmdam&mlmﬁmedmagemmMWWas cansed
by the acts or omissions of Tenant.

()] Ifthedamagetoﬂxerpertyoccmsdurhgthelastsix(G)monﬂnsofﬂxelxasel‘ermandﬁxerepairofsuch
damage will require more than thirty (30) days to substantially complete, then either Landlord or Tenant may elect to
terminate this Lease as of the date the damage occurred, regardiess of the sufficiency of any insurence proceeds. The
party electing to terminate this Lease, pursnant to this Section 7,01(d), shall give written notification to the other party of
-such election within thirty (30) days afier Tepant's Damage Notice.

Section 7.02. Temporary Reduction of Rent. I the Property is destroyed or damsged and Landlord or Tenant
repairs or restores the Property parsuant to the provisions of this Agticle Seven, any rent payable during the Repair Period
shall be reduced according to the degree, if any, to which Tenant's use of the Property is impaired. However, the
reductionshal!notexwedthesumofmeymfspaymMofBaseRenLinmmmepmniumsandrealpmpeﬂymxm
Except for such possible reduction in Base Rent, insurance premiums and real property faxes, Tenant shall not be entitled
toawwmpmmum,mdu&ommmmbnmmtﬁamlmﬂodasamhofmydmaqummm,
restoration of or to the Property.

Section 7.03. 'Waiver. Tenant waives the protection of any statuts, code or judicial decision (inchuding but not
{imited to those contained in California Civil Code Sections 1932(2), 1933(4), and 1942 and Section 1265.130 of the
Califoinia Code of Civil Procedure) which may grant to Tenant the right of set-off or to terminate a lease in the event of
the destroction of the leased property. Tenant agrees that the provisions of Article Seven above shall govern the rights and
obligations of Landlord and Tepant in the event of any destruction to the Property.

ARTICLE EIGHT: CONDEMNATION

I all or any portion of the Propesty is taken under the power of eminent domain or sold under the threat of that power
(all of which are called “Condempation™), this Lease shall terminate as to the part taken or sold on the date the
condemning authority takes title or possession, whichever occurs first. If more than twenty percent (20%) of the floor area
of the Building, is taken, eitber Landlord or Tenant may terminate this Lease as of the date the condemning authority
takes title or possession, by delivering written notice to the other within ten (10) days after receipt of written notice of
such taking (or in the absence of such notice, within ten (10) days after the condemning authority takes title or
possession). I neither Landlord nor Tenant terminates this Lease, this Lease shall remain in effect as to the portion of the
Property not taken, except that the Base Reat and Additional Rent shall be reduced in proportion to the reduction in the
floor area of the Property. Landlord shall be entitled to receive the eatire award or payment in conmection therewith,
except that Tenant shatl bave the right to file any separate claim available to Tenant for any taking of Tenant's personal
propesty and fixtures belonging to Tenant and removable by Tenant upon expiration of the Lease Term pursuant to the
terms of this Lease, and for moving expenses, so long as such claim does pot diminish the award available to Landlord
and/or its ground Jessor with respect to the real property or its mortgages, and such claim is payable separately to Tenant.
If this Leass is not terminated, Landlord shall repair any damage to the Property caused by the Condemnation, except that
Landlord shall not be obligated to repair anry damage for which Tenant has been reimbursed by the condemning authority,
Ifﬁmssvummdamagumvedbylmdlmdmnotsuﬂimwpayformhmpm,hndmshallhavethcnghtho
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either terminate this Lease or make such repair at Lendlord's expense. Tenant hereby waives any and all rights it might
otherwise have pursuant to Section 1265.130 of the California Code of Civil Procedure.

ARTICLE NINE: ASSIGNMENT AND SUBLETTING

Section 9.01.  Transfers. Tenant shall not, without the prior written consent of Landlord, assign, mortgage, pledge,
encumber or otherwise transfer, this Lease or any interest hereunder, permit any assignment or other such foregoing
transfer of this Lease or any interest hereunder by operation of Jaw, or sublet the Property or any part thereof (all of the
foregoing are hereinafter sometimes referred to collectively as “Transfers™ and any person to whom any Transfer is made
or sought to be made is hereinafter sometimes referred to as a “Transferee). Tenant shall potify Landlord in writing,
which notice (the “Transfer Notice™) shall include (i) the proposed effective date of the Transfer, which shall not be less
than forty-five (45) days after the date of delivery of the Transfer Notice, (ii) a description of the portion of the Property to
be transferred (the “Subject Space™), (iii) all of the terms of the proposed Transfer and the consideration therefor,
including a calculation of the “Transfer Premium,” as that term is defined in Section 9.03 below, in connection with such
Transfer, the name and address of the proposed Transferee, and a copy of all existing and/or proposed documentation
pertaining to the proposed Transfer, including all existing operative documents to be executed to evidence such Transfer
or the agreements incidental or related to such Transfer, and (v} current financial statements of the proposed Transferee
certified by an officer, partner or owner thereof, and any other information required by Landlord, which will enable
Landlord to determine the financial responsibility, character, and reputation of the proposed Transferee, nature of such
Transferee's business and proposed use of the Subject Space, and such other information as Landlord may reasonably
require. Any Transfer made without Landlord's prior written consent shall, at Landlord’s option, be mull, void and of no
effect, and shall, at Landlord's option, constitute a default by Tenant under this Lease. Whether or not Landlord shall
grant consent, Tenant shall pay Landlord's review and processing fees, as weil as any reasonable legal fees incurred by
Landlord, within thirty (30) days after written request by Landlord.

Section9.02. Landlord's Consent. Landlord shall not unreasonably withhold its consent to any proposed Transfer

of the Subject Space to the Transferee on the terms specified in the Transfer Notice. The parties hereby agree that it shall

- be reasonable under this Lease and under any applicable law for Landlord to withhold consent to any proposed Transfer
where one or more of the following apply, without limitation as to other reasonable grounds for withholding consent:

9.02.1 The Transfereg’s character or reputation is significantly less prestigious than that of the Tenant;
9.02.2 The Transferes’s business or use of the Subject Spacs is not permitted under this Lease;

9.023 The financial worth and/or financial stability of the Transferee is not at least equal to the greater of (a) the
financial worth and/or financial stability of the Tenant on the date of this Lease or (b) the financial worth and/or financial
stability of the Tenant on the date of the Transfer Notice;

9.02.4 The proposed Transfer would cause Landlord to be in violation of ancther lease or agreement to which
Landiord is a party; or .

9.02.5 The terms of the proposed Transfer will allow the Transferes to exercise a right of renewal, right of
expansion, right of first offer, or other similar right held by Tenaut {or will allow the Transferee to occupy space leased by

Tenant pursuant to any such right).

If Landlord’s consent to any Transfer is required pursuant to the terms of this Section 9,02 (and Landlord does not
exercise any recapture rights Landlord may have under Section 9.04 of this Lease), Tenant may within six (6) months
after Landlord’s consent, but not later than the expiration of said six-month period, enter into such Transfer of the Propexty
or portion thereof, upon substantially the same terms and conditions as sre set forth in the Transfer Notice furnished by
Tenent to Landlord pursuant to Section 9.01 of this Lease.

Section9.03. Transfer Premfum. If Landlord consents to a Transfer, as a condition thereto which the parties
hereby agree is reasonable, Tenant shall pay to Landlord fifty percent (50%) of any “Transfer Premium,” as that term is
defined in this Section 9.03, received by Tenant from such Transferee. “Transfér Premajum™ shall mean ali rent, additional
rent or other consideration payable by such Transferee in excess of the Rent and Additional Reot payable by Tenant under
this Lease on a per rentable square foot basis if less than all of the Property is transferred. “Trensfer Preminm” shall also
include, but not be limited to, key money and bonus mooey paid by Transferee to Tenant it copnection with such
Transfer, and any payment in excess of fair market valus for services rendered by Tenant to Transferes or for assets,
fixtures, inventory, equipment, or furniture transferred by Tenant to Transferee in connection with such Transfer,
Landlord or its enthorized representatives shall have the right at all reasonable times to audit the books, records and
papers of Tenant relating to any Transfer, and shall have the right to make copies thereof. If the Transfer Premium
respecting any Transfer shall be found understated, Tenant shall, within thirty (30) days after demand, pay the deficiency
and Landlord’s costs of such audit, and if understated by more than ten percent (10%), Landlord shall have the right to
cancel this Leass upon thirty (30) days’ notice to Tenant.

Section9.04. Landlord's Option as to Subject Space. Notwithstanding anything to the contrary contained in this
Article Nine, Landlord shall have the option, by giving written notice to Tenant within thirty (30) days after receipt of any
Transfer Notice, to recapture the Subject Space, Such recapture notice shall cance} and terminate this Lease with respect
to the Subject Space as of the effective date of the proposed Transfer. In the event of a recapture by Landlord, if this
Lease shall bs canceled with respect to less thaa the eatire Property, the Rent reserved herein shall be prosated on the
basis of the number of rentable squere feet retained by Tenant in proportion to the number of rentable squars fest
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contained in the Property, and this Lease as so amended shall continue thereafter in full force and effect, and npon request
of either party, the parties shall execute written confirmation of the same. In the event of a recapture, Landlord may, if it
elects, enter into 2 new Jease covering the Subject Space with the intended Transferee on such terms as Landlord and such
person or entity may agree or enter into a new lease covering the Subject Space with any other person or eatity; in such
eveat, Tenant shall not be entitled to any portion of the Transfer Premium, if any, which Landlord may realize on account
of such termination and reletting.

Section 9.05. Effect of Transfer. I Landiord consents to a Transfer, (i) the terms and conditions of this Lease
shall in no way be deemed to have been waived or modified, (ii) such consent shall not be deemed consent to any further
Transfer by cither Tenant or a Transferee, (ifi) Tepaat shall deliver to Landlord, promptly after execution, an original
executed copy of all documentation pertaining to the Transfer in form reasonably acceptable to Landlord, (iv) Tenast shall
furnish upon Landlord’s request a complete statement, certified by an independent certified public accountant, or Tenant's
chief financial officer, setting forth in detail the computation of any Transfer Premium Tenant has derived and shall derive

. from such Transfer, and (v) no Transfer relating to this Lease or agreement entered into with respect thereto, whether with
or without Landlord's consent, shall relieve Tenant or any guarantor of the Lease from liability under this Lease, which
Hability shall be primary and not secondary (j.e. Tenant and Transferee shall be jointly and severally liable under the
terns of this Lease). Tenant shall also remain liable for the payment of all bills rendered by Landlord for the charges
incurred by the Transferee for services and material supplied to the Property.

Section 9.06.  Additional Transfers. For purposes of this Lease, the term “Transfer” shall also include (i) if Tenant
is a partnership, the withdrawal or change, voluntary, involuntary or-by operation of law, of twenty-five percent (25%) or
more of the partners, or transfer of twenty-five percent or more of partnership interests, within a twelve (12)-month
period, or the dissolution of the partnership without immediate reconstitution thereof, and (i) if Tenant is a closely held
corporation (i.e., whose stock is not publicly held and not traded through an exchange or over the counter), (A) the
dissolution, merger, consolidation or other reorganization of Tenant, (B) the sale or other transfer of more than an
aggregate of twenty-five percent (25%) of the voting shares of Tenant (other than to immediate family membess by reason
of gift or death), within a twelve (12)-month period, or (C) the sale, morigage, hypothecation or pledge of more than an
aggregate of twenty-five percent (25%) of the value of the umencumbered assets of Tenant within a twelve (12) month
period.

Section 9.07. Tenant Affiliate. Notwithstanding anything to the contrary contained in Section 9,01 of this Lease, a
Transfer of (a) all or a portion of the Property to an affiliate of Tenant (defined herein as an eatity which is controlied by,
controls, or is under common control with, Tenant) or to any corporation resulting from a merger of, consolidation with or
acquisition of Tenant (collectively, “Tenant Affiliate*), or (b) substantially all of the assets of Tenant in California shall
not be deemed a Transfer under Article Nine for which consent is required, provided that: (i) Tenant notifies Landlord of
any such Transfer; (it) promptly supplies Landlord with amy documents or information requested by Landlord regarding
such Transfer; (iii) if requested by Landlord, bave an affiliste corporation of Tenant Affiliate guaranty this Lease using
Landlord's standard guaranty form; (iv) Tenaat Affiliate assumes all of Tenant=s obligations under this Lease; and (v)
such Transfer is not a subterfoge by Tenant to avoid its obligations under this Lease, “Control,” as used herein, shall
mean the ownership, directly or indirectly, of at least fifty-one percent (51%6) of the voting securities of, or possession of
the right to vote, in the ordinary direction of its affairs, ofatleastﬁﬁy—onopement(Sl%)ofﬂzevomlgmtermm,any
person or entity.

Section 9.08. No Merger. No merger shall result from Tenant's sublease of the Propesty under this Article Nine,
Tenant's surender of this Lease or the termination of this Lease in any other manner. In any such event, Landlord may
terminate any or all subtenancies or succeed to the interest of Tenant as sublandiord under any or all subtenancies.

~ ARTICLE TEN: DEFAULTS; REMEDIES

Section 10.01. Covenants and Conditions. Tenant's performance of each of Tenant's obligations under this Lease
is a condition as well as a covenant. Tenant's right to continue in possession of the Property is conditioned upon such
performance. Time is of the essence in the performance of all covenants and conditions. )

Section 10.02. Defanlts. Tenant shall be in material default under this Lease:

(a) X Tenant abandons the Property or if Tenant's vacation of the Pmperty results in the cancellation of any insurance
described i Segtion 4.04;

(b) If Tenant fails to pay rent or any other charge when due unless such failure is cured within three (3) days after
Landlord provides Tenant Notice of such monetary defanlt. Notwithstanding the foregoing, Landlord shall coly be
required to provide Tenant with one (1) late notice during any consecutive twelve (12) month period; .

(c) If Tepant fails to pexform any of Tepant's non-monetary obligations under this Lease for a period of thirty (30)
days after written notice from Landlord; provided that if more than thirty (30) days are required to complete such
performance, Tenant shall not be in defeult if Tenant commences such performance within the thirty (30) day period and
thereafter diligently pursuss its compietion. However, Landlord shall not be required to give such notics if Tepant's failure
to perform constitutes a non-curable hreach of this Lease. The notice required by this Paragraph is intended to satisfy any
and all notice requirements imposed by law on Landlord and is not in addition to any such requiremeant.

(&) (i) If Tenaut makes a general assignment or general arrangement for the benefit of creditors; (ii) if a petition for
adjudication of bankruptcy or for reorganization or rearrangement is filed by or against Tepant and is pot dismissed within
Convertibles - fodustrisl Lease. DOC\RRYI2408-002
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thirty (30)-days; (iii) if 2 trustee or receiver is appointed to take possession of substantially all of Tenant's assets Jocated at
the Property or of Tenant's interest in this Lease and possession is not restored to Tenant within thirty (30) days; or (iv) if
substantially all of Tenant’s sssets located at the Property or of Tepant's interest in this Lease is subjected to attachment,
execution or other judicial seizure which is not discharged within thirty (30) days. If a court of competent jurisdiction
detepmines that any of the acts described in this subparagraph (d) is not a default under this Lease, and a trustee is
appointed to take possession (or if Tepant remains a debtor in possession) and such trustee or Tenant transfers Tenant's
interest hereunder, then Landlord shall receive, as Additional Rent, the excess, if any, of the rent (or any other
consideration) paid in connection with such assignment or sublease over the rent payable by Tenant under this Lease.

(¢} If any guarantor of this Lease revokes or otherwiss terminates, or purports to revoke or otherwise terminate, any
guaranty of all or any portion of Tenant's obligations under this Lease. Unless otherwise expressly provided, no guaranty
of this Lease is revocable.

Section 10.03. Remedjes. On the occumence of any material default by Tenant, Landlord may, at any time
thereafter, with or without notice or demand and without limiting Landlord in the exercise of any right or remedy which
Landlord may have:

(a) Terminate Tenant's right to possession of the Property by any lawful means, in which case this Leass shall
terminate and Tenant shatl immediately surrender possession of the Property to Landlord. If Tenant shall be served with a
demand for the payment of past due rent or any other charge, any payments rendered thereafter to cure any defanlt by
Tenant shall be made only by cashier’s check. In such event, Landlord shall be enfitled to recover from Tenant all
damages incurred by Landlord by reason of Tenant's default, inclading (f) the worth at the time of the award of the unpaid
Base Rent, Additional Rent and other charges which Landlord bad eamed at the time of the termination; (i) the worth at
the time of the award of the amount by which the unpaid Base Rent, Additional Rent and other charges which Laadlord
would have eamed afler termination until the time of the award exceeds the amount of such rental loss that Tenant proves
Landiord could have reasonably avoided with reasonable efforts in the market at that time; (jif) the worth at the time of the
award of the amount by which the unpaid Base Rent, Additional Rent and other charges which Tenant would have paid
for the balance of the Lease Term after the time of award exceeds the amount of such rental Joss that Tenant proves
Landlord could have reasonably avoided with reasonable efforts in the market at that time; and (iv) any other amount
necessary to compensate Landlord for 4ll the detriment proximately caused by Tenant’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, any costs or expenses Landlord incurs in maintaining or preserving the Property after such defamlt, the cost of
recovering possession of the Property, expeases of reletting, including necessary renovation or alteratjon of the Property,
Landlord's reasonable attarneys' fees incurred in connection therewith, and any real estate commission paid or payable.
As used in subparts (f) and (ii) above, the “worth at the time of the award™ is computed by allowing interest on unpaid
amounts at the rate of fifteen percent (15%) per anmumn, or such lesser amount as may then be the maxiroum lawful rate.
As used in subpart (iii) sbove, the “worth at the time of the award™ is compuied by discounting soch amount at the
discount rate of the Federal Reserve Bank of San Francisco at the time of the award, plus one percent (1%6). If Tenant has
abandoned the Property, Landlord shall have the option of (i) retaking possession of the Property end recovering from
Tenant the amount specified in this Paragraph 10.03(a), and/or (if) proceeding under Paragraph 10,03(b)%

{b) Maintain Tenant's right to possession, in which case this Lease shall continue in effect whether or not Tenant has
abandoned the Property. In such event, Landlord shall be entitled to enforce all of Landfords rights and remedies nnder
this Lease, including the right to recover the rent as it becomes due. Landlord shall have the remedy described in
California Civil Code Section 1951.4 (lessor may continue lease in effect after lessee=s breach and abandonment and
recover rent as it becomes due, if lessee has the right to sublet or assign, subject only to reasonable limitations);

{(c) Pursue any other remedy now or hereafter available to Landlord under the laws or judicial decisions of the state in
which the Property is located.

Section 10.04. (INTENTIONALLY OMITTED]

Section 10.05. Antomatic Termination. Notwithstanding any other term or provision hereof to the contrary, and
provided finther Notice has been provided if required and the default remains uncured, this Leass shall terminate on the
occurrence of any act which affirms the Landlord’s intention to terminate this Lease as provided in Section 10.03 bereof,
including the filing of an unlawful detainer action against Tenant. On such iermination, Landiord’s dameges for defauit
shall include, without limitation to all costs and fees, including reasonable attorneys' fees that Landlord incurs in
connection with the filing, commencement, pursuing and/or defending of any action in any bankrupicy court or other
court with respect to this Lease; the obtaining of relief from any stay i bankruptey restraining any action to evict Tenant;
or the pursuing of any action with respect to Landlord’s right to possession of the Property. Al such damages suffered
(apart from Base Rent and other rent payable berennder) shall constitute peconiary demages which must be reimbursed to
Landlord prior to assumption of this Lease by Tenant or any successor to Tenant in any bankruptcy or other proceeding.

Section 10.06. Cumnulative Remedies. Landlord’s exercise of any rfght or remedy shall pot prevent it from
exercising any other right or remedy. ’

Section 10.07. Surrender. No act or thing dons by the Landlord or its agents during the Iease term hereof shall be
deemed an acceptance of a surrender of the Property, and no agreement to accept a surrender of the Property shall be valid
unless made in writing and signed by the Landlord.
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Section 10.08. Removal of Tenaut’s Property, All furniture, equipment, and other personal property of Tenant not
removed from the Property upon the vacation or abandonment thereof following an uncared defanlt by Tenant or upon the
termination of this Lease for any canse whatsoever shall conclusively be deemed to have been abandoned by Tenant, and
may be appropriated, sold, stored, destroyed or otherwise disposed of by Landlord without notice to Tenant and without
obligation to account therefore. Tenant shall reimburse Landlord for all reasonable expenses reasonably incurred i
connection with the disposition of such personal property.

:

Section 10.09. Conseguential Damages. Notwithstanding anything to the contrary contained in this Lease, nothing
in this Lease shall impose any obligations on Tenant or Landlord to be responsible or Jiable for, and each hereby releases
the other from all Iiability for, consequential damages other than those consequential damages incurred by Landlord in
connection with a holdover of the Property by Tenant after the expiration or earlier termination of this Lease; incurred by
Landlord in connection with the contamination of the Property or any property resulting from the presence or use of
Hazardous Materials caused or permitted by the Tenant Group; or incurred by Landlord in connection with any repair,
physical construction or improvement work performed by or on behalf of Tenant in the Property.

ARTICLE ELEVEN: PROTECTION OF LENDERS

Section 11.01. Subordination. This Leass is subject and subordinate to all presest and future ground or undeslying
leases of the real property and to the lien of any mortgages or trust deeds, now or hereafier in force sgainst the real
property and the building, if any, and to all renewals, extensions, modifications, consolidations and seplacements thereof,
and to all edvances made or hereafter to be made upon the security of such mortgages or trust deeds, unless the holders of
such mortgages or trust deeds, or the lessors under such ground lease or underlying leases, require in writing that this
Lease be snperior thereto by giving notice thereof to Tenant at least five (5) days before the election becommes effective.
Tenant covenants and agrees in the event any proceedings are brought for the foreclosure of any such mortgage, or if any
ground or underlying lease is terminated, to attorn, without any deductions or set-offs whatsoever, to the purchaser upon
any such foreclosure sale, or to the lessor of such ground or underlying lease, as the case may be, if so requested to do so
by such purchaser or lessor, and to recognize such purchaser or lessor as the lessor under this Lease, provided such
lienholder or purchaser or ground lessor shall agree to accept this Lease and not disturb Tenant’s occapancy, so long as
Tenant timely pays the rent and observes and performs all of the terms, covenants and conditions of this Lease to be
observed and performed by Tenant. Landlord’s interest hevein may be assigned as security at any time to any lienholder.
Tenant shall, within five (5) days of request by Landlord, execute such further instruments or assurances in the form
attached hereto as Exhibit “B” or such other form as is then required by Landlord’s lender to evidence or confirm the
subordination or superiority of this Lease to any such mortgages, trust deeds, ground leases or wnderlying leases, Tenant
hereby imevocably authorizes Landlord to execute and deliver in the name of Tenmt any such instrument or instruments if
Tenant fails to do so, provided that such authorization shall in no way relieve Tenant from the obligation of executing
such instruments of subordination or superiority. Tenant waives the provisions of any current or firture statute, rule or law
which may give or purport to give Tenant any right or election to terminate or otherwise adversely affect this Lease and
the obligations of the Tenant hereunder in the event of any foreclosure proceeding or sale.

Section 11.02. Estoppel Certificates.

(2) Upon Landlord's written request, Tenant shall execute, acknowledge and deliver to Landlord a written statement,
in the form attached hereto as Exhibit “C” or such other form as is then required by Landlord’s leader, certifying: (f) that
none of the terms or provisions of this Lease have been changed (or if they have been changed, stating how they have
been changed); (i) that this Lease has not been cancelled or terminated; (ifi) the last date of payment of the Base Reut and
other charges and the time period covered by such payment; (iv) that Landlord is not in default under this Lease (or, if
Landlord is claimed to be in default, stating why); and (v) such other representations or information with respect to Tenant
or this Leesewlmdloﬁmaymasonablquwﬁwwhchmypmspechvemmhmorenmbmm«d&ehom
may require. Tenant shall deliver such statement to Lapdlord within ten (10) days after Landlord's request. Landlord may
give any such statement by Tenant to any prospective purchaser or encumbrancer of the Propeity. Snchpmchmror
encumbrancer may rely conclusively upon such statsment as true and correct.

(b) If Tenant does not deliver such statement to Landlord within such ten '(10)-day period, Landiord, and amy
prospective purchaser or encumbrancer, may conchusively presume and rely upon the following facts: (i) that the terms
and provisions of this Lease have not been changed except as otherwise represented by Landlord; (3i) that this Lease has
not been canceled or terminated except as otherwise represented by Landlord; (ifi) that not more than one month's Base
Rentoroﬂaerchm'gwhavebeenpmdmadvnnce;and(w)tmeandlordxsnotmdefam:tmda'ﬁxelease.Insuchevem,
Tenant shall be estopped from denying the truth of such facts.

Section 11.03. Tenant's Financial Condition. Withhlten(lO)daysammmmmqmﬁomLandlord which
. Landiord shall have the right to request no more than once every twelve (12) Lease Months, Tenant shall deliver to .
Laadlord such financial statements, as Landlord reasonably requires, to verify the net worth of Tenant or any assignee,
subtenant, or guarantor of Tenant. In addition, Tenant shall deliver to any lender designated by Landlord any financial
statements required by such lender to facilitate the financing or refinancing of the Property. Tenant represents and
warrants to Landlord that each such financial statement is a true and accurate statement as of the date of such statement.
All financial statements shall be confidential and shall be used only for the purposes set forth in this Lease.

ARTICLE TWELVE: LEGAL COSTS

Section 12.01. Legal Proceedings. If Tenaut or Landlord shall be in breach or default under this Lease, such party
(the “Defaulting Party™) shall reimburse the other party (the “Non-defanlting Party™) upon demand for eny costs or
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expenses that the Non-defaulting Party incurs in connection with any breach or default of the Defaulting Party under this
Lease, whether or not suit is commenced or judgment entered. Such costs shall include legal fees and costs incurred for
the negotiation of a settlement, enforcement of rights or otherwise. Furthermore, if any action for breach of or to enforce
the provisions of this Lease is commenced, the court in such action shail award to the party in whose favor a judgment is
entered, a reasonable sum as attorneys’ fees and costs. The losing perty in such action shall pay such attomeys’ fees and
costs. Tenant shall also indemmify Landlord against and hold Landlord harmless from all costs, expenses, demands and
liability Landlord may incur if Landlord becomes or is made a party to any claim or action (a) instituted by Tenant against
any third party, or by any third party against Tenant, or by or against any person holding any interest under or using the
Property by license of or agreement with Tenmnt; (b) for foreclosure of any len for Jabar or material furnished to or for
Tenant or such other person; (c) otherwise arising out of or resulting from axty act or transaction of Tenant or such other
person; or (d) necessary to protect Landlord’s interest under this Lease in a bankruptcy proceeding, or other proceeding
under Title 11 of the United States Code, as amended. Tenant shall defend Landlord against any such claim or action at
Tenant's expense with counsel reasonably acceptable to Landlord or, at Landlord's elettion, Tenant shall reimburse
Landlord for any legal fees or costs Landlord incurs in any such claim or action.

Section 12.02. Landloxd’s Consent. Tenaot shall pay Landlord’s reasonable attomeys' fees incurred in connection
with Tenant's request for Landlord’s consent under Aticle Nine (Assignment and Subletting), or in cormection with any
other act which Tenant proposes to do and which requires Landlord's consent or other Landlord action.

ARTICLETHIRTEEN: BROKERS

Landlord and Tenant hereby warrant to each other that they have had 0o dealings with any real estate broker or agent
in connection with the negotiation of this Lease, and that they know of o other real estate broker or agent who is entitled
to a commission in connection with this Leass, excepting only the real estate brokers or agents named in Section 1,09 (the
“Brokers“). Each party agrees to indemnify and defend the other party against and-hold the other party harmless from
any and all claims, demands, losses, Babilities, lawsuits, judgments, and costs and expenses (including without limitation
reasonable attorneys’ fees) with respect to any leasing commission or equivalent compensation alleged to be owing on
account of the indemnifying party's dealings with any real estate broker or agent, other than the Brokess. Landlord’s
Broker hexeby discloses to Landlord and Tenant, and Landlord and Tenant hereby consent to Landlord’s Broker actmg in
this u-ansamon as the agent of Landlord exclusively.

ARTICLE FOURTEEN: MISCELLANEOUS PROVISIONS

Section 14.01. Non-Discrimination. Tenant promises, and it is a condition to the continuance of this Lease, that
there will be no discrimination agamst, or segregation of, any person or. group of persons on the basis of race, color, sex,
creed, national origin or ancestry in the leasing, subleasing, transfesring, occupancy, tenure or use of the Pmpeny or any
portion thereof,

Section 14.02. Landlord's Liability; Certain Duties.

(a) As used in this Lease, the term “Landlord™ means only the current owner or owners of the fee title to the
Property or the leaschold ¢state under a ground lease of the Property at the time in question. Each Landlord is obligated to
perform the obligations of Landlord under this Lease only during the time such Landlord owns such interest or title. Any
Landlord who transfers its title or interest is relieved of all Hability with respect to the obligations of Landlord under this
Lease to be performed on or after the date of transfer. However, each Landlord shall deliver to its transferes afl funds that
Tenant previously paid if such funds have not yet been applied under the terms of this Lease.

(b) Tenant shall give written potice of any faiture by Landlord to perform any of its obligations under this Lease to
Landlord and to any ground lessor, mortgagee or beneficiary under any deed of trust encumbering the Property whose
name and address bave been furnished to Tenant in writing. Landlord shall not be in default under this Lease unless
Landlord (or such ground lessor, mortgagee or beneficiary) fails to cure such non-performance within thirty (30) days
after receipt of Tenant's notice. However, if such non-performance reasonably requires more than thirty (30) days to cure,
Landiord shall not be in default if such cure is commenced within such thirty (30)-day period and thereafter diligently
pursued to completion.

{c) Notwithstending any term or provision herein to the contrary, the lability of Landlord for the performarce of its
duties and obligations under this Lease is limited to Landlord's interest in the Propesty, and neither the Landlord nor its
partners, members, managers, shareholders, officers or other principals shall have any personal liability under this Lease.

Section 14.03. Severability. Adebmmmonbyamunofcumpewntjunsdwhmthatanypmvmonofth;slmor
anypaxtthareofnsxllegalorunmfmblashaﬂnotcancelormvahdmthcremmndaofwchpmvmcmorthxsLeasg
which shall remain in full force and effect.

Section 14.04. Interpretation. The captions of the Articles or Sections of this Lease are to assist the parties in
reading this Lease and are not a part of the terms or provisiops of this Lease. Whenever required by the context of this
Lease, the singular shall includs the plural and the plural shall include the singular, The masculine, feminine and neuter
genders shall each include the other. In any provision relating to the conduct, acts or omissions of Tepant, the term
“Tenant” shall include Tenant's agents, employees, contractors, invitees, successors or others using the Property with
Tenant's expressed or implied permission.
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Section 14.05. Incorporation of Prior Agreements; Modifications. This Lease is the only agreement between the

parties pertaining to the lease of the Property and no other agreements are effective. All amendments to this Lease shalt
be in writing and signed by all parties. Any other attempted amendment shall be void.

Section 14.06. Notices. All notices, demands, statements or communications (colfectively, “Notices™) given or
required to be given by either party to the other hereunder shall be in writing, shall be seat by United States certified or
registered mail, postage prepaid, return receipt requested, commercial overnight courder, or delivered personaily (i) to
Tenant at the appropriate address set forth in Section 1.03, except that upon Tenant’s taking possession of the Property,
the Property shall be Tenant’s address for notice purposes, or (ii) to Landlord at the addresses set forth in Section 1.02.
Landlord and Tenant shall have the right to change its respective Notice address upon giving Notice to the other party.
Any Notice will be deemed given on the date it is mailed as provided in this Section 14,06 or upon the date personal
delivery is made. If Tenant is notified of the identity and address of Landlord’s mortgagee or ground or underlying lessor,
Tenant shall give to such mortgagee or ground or underlying lessor written notice of any default by Landlord under the
terms of this Lease by registered or certified mail, and snch mortgagee or ground or underlying lessor shall be given a
reasonable opportunity to cure such default prior to Tenant’s exercising any remedy available to Tenant. Notices required
hereunder may be given by either an agent or attorney acting on behalf of Landlord or Tepant.

Section 14.07. Waivers. Without limiting the generality of the foregoing provisions of this Section 14.07, the
failure of Laondlord to insist upon the strict performance, in any of one or more instances, of any term, covepant or
condition of this Lease shall not be deemed to be a waiver by Landlord of such term, covenant or condition. No waiver by
Landlord of any breach by Tenant of any tesm, provision and covenant contained herein shall be deemed or construed to
constitute a waiver of provision or covenant contained herein shall be deemed or construed to constitute a waiver of any
other or subsequent breach by Temant of any term, provision or covenant contained herein. Landlord=s acceptance of the
payment of rent (or portions thereof) or any other payments hereunder after the occurrence of and during the continnance
of a default (or with knowledge of a breach of any term or provision of this Lease which with the giving of notice and the
passage of time, or both, would constitute a default) shall not be construed as & waiver of such default. Forbearance by
Landlord to enforce one or more of the remedies herein provided upon the occurrence of a defanit shall not be deemed or
construed 1o constitute a waiver of such default.

Section 14.08. No Recordation. Tenant shall not record this Lease without prior written consent from Landlord.
However, either Landlord or Tenant may require that a “Short Form™ memorandum of this Lease executed by both parties
be recorded. The party requiring such recording shall pay all transfer taxes and recording fees.

Section 14.09. Binding Effect; Choice of Law. This Lease binds any party who legally acquires any rights or
interest in this Lease from Landlord or Tenant. However, Landlord shall have no obligation to Tenant's successor unless
the rights or interests of Tenant’s successor are acquired in accordance with the terms of this Lease. The laws of the state
in which the Property is located shall govern this Lease.

Section 14.10. Corporate Authority; Partnership Awuthority. If Tenant is a corporation or’ partnesship, each
individual executing this Lease on behalf of Tenant hereby represents and warrants that Tenant is a duly formed and
existing entity qualified to do business i the state in which the Property is located and that Tenant has full right and
authority to execute and deliver this Lease and that each person signing on behalf of Tenant is authorized to do so. If
Tenant s a corporation, within thirty (30) days after this Lease is signed, Tenaut shall deliver to Landlord a cestified copy
of a resolution of Tenant's Board of Directors authorizing the execation of this Lease or other svidencs of such authority
reasonably acceptable to Landlord. If Tenant is s limited liability company, within thirty (30) days after this Lease is
signed, Tenant shall defiver to Landlord a certified copy of a resohrtion of Tenant’s managers or members authorizing the
execution of this Lease, or other evidence of such authority reasonably acceptable to Landlord. If Tenant is a partnership,
within thirty (30) days afier this Lease is signed, Tenant shall deliver to Landlord a copy of Tenant's recorded statemeat of

partoership or certificate of limited partnership. Tenant shall give written notice to Landlord of any general partner’s
withdrawal or addition.

Section 14.11. Joint and Several Liability. All parties signing this Leass as Tenant shall be jointly and severally
liable for all obligations of Tenant.

Section 14.12. Force Majenre. A “Force Majeure” event shall occur if Landlord or Tenant cannot perform any of
its obligations due to events beyond such applicable party’s control, except with respect to the obligations imposed with
regard to Base Rent, Additionsl Rent and other charges o be paid by Tenant pursuant to this Lease, the time provided for
performing such obligations shall be extended by a period of time equal to the duration of such events. Events beyond
Landlord's or Tenant's control includs, but are not Iimited to, acts of God, war, civil commotion, terrorist acts, labor
disputes, strikes, fire, flood or other casualty, shortages of labor or material, government regulation or restriction, waiting
periods for obtaining governmental permits or approval or weather conditions.

Section 14.13. Execution of Lease. This Lease may be executed in counterparts and, when all counterpant
documents are executed, the counterparts shall constitute a single binding instrument. Landlord's delivery of this Lease to
Tenant shall not be deemed to be an offer to lease and shail not be binding upon either party until executed and delivered

by both parties.

Section 14.14. Survival. All representations and warranties of Landlord and Tenant shall survive the termination of
this Lease.
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Section 14.15. Relationship of Parties. Nothing contained in this Lease shall be deemed or construed by the parties
hereto or by any third party to create the relationship of principal and agent, partnership, joint venturer or any association
between Landlord and Tenant, it being expressly understood and agreed that neither the method of computation of Rent
nor any act of the parties hereto shall be deemed to create any relationship between Landlord and Tenant other than the
relationship of landlord and tepant.

Section 14.16. Application of Payments. Landlord shall have the right to apply payments recejved from Tenant
pursuant to this Lease, regardless of Tenant's designation of such payments, to satisfy any obligations of Tenant
hereunder, in such order and amounts as Landlord, in its sole discretion, may elect.

Section 14.17. No Warranty. In executing and delivering this Lease, Tenant has not relied on any representation,
including, but not limited to, awy representation whatsoever as to the amount of any item comprising Additional Rent or
the amount of the Additional Rent in the aggregate or that Landlord is furnishing the same services to other tenants, at ail,
on the same level or on the same basis, or any warranty or any statement of Landlord which is not set forth herein or in
one or more of the exhibits attached hereto.

Section 14.18. Walver of Redemption by Tenant. Tenant hereby waives, for Tenant and for all those claiming
under Tenant, all rights now or hereafler existing to redeem by order or judgment of any court or by any legal process or
writ, Tenant's right of occupancy of the Property after any termination of this Lease.

Section 14.19. Independent Covenants. This Lease shall be construed as though the covenants berein between
Landlord and Tenant are independent and not dependent and Tenant hereby expressly waives the benefit of any statute to
the contrary and agrees that if Landlord fails to perform its obligations set forth herein, Tenant shall not be entitled to
make arty repairs or perform any acts hereunder at Landlord's expense or to any setoff of the Rent or other amounts owing
hereunder against Landlord.

Section 14.20. Confidentiality. Tenant acknowledges that the content of this Lease and any related documents are
confidential information. Tenant shall keep such confidential information strictly confidential and shall ot disclose such
confidential information to any person or eatity other than Tenant's financial, legal, and space planning consultants.

Section 14.21. Revenue and Expense Acconnting. Landlord and Tenant agree that, for all purposes (including any
determination under Section 467 of the Internal Revenue Code), rental income will accrus to the Landlord and rental
expenses will accrme to the Tenant in the amounts and as of the dates rent is payable under this Lease.

ARTICLE FIFTEEN: NO OPTION

THE SUBMISSION OF THIS LEASE BY LANDLORD, ITS AGENT OR REPRESENTATIVE FOR
EXAMINATION OR EXECUTION BY TENANT DOES NOT CONSTITUTE AN OPTION OR OFFER TO LEASE
THE PROPERTY UPON THE TERMS AND CONDITIONS CONTAINED HEREIN OR A RESERVATION OF THE
PROPERTY IN FAVOR OF TENANT, IT BEING INTENDED HEREBY THAT THIS LEASE SHALL ONLY
BECOME EFFECTIVE UPON THE EXECUTION HEREOF BY LANDLORD AND DELIVERY OF A FULLY
EXECUTED LEASE TO TENANT. NEITHER PARTY SHALL HAVE ANY OBLIGATION TO CONTINUR
DISCUSSIONS OR NEGOTIATIONS OF THIS LEASE.

[Signatures on following page]
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Landlord and Tenant have signed this Lease at the place and on the dates specified adjacent to their signatures below.

“LANDLORD”
Executedon ___ 7-~17 2007

MICO ARCHIBALD PARTNERS,LL.C 2

Delaware limited liability company

By:  Majestic Realty Co.,a
California corporation

AT its manager
4 B

Executed on ayé,/ 172007

: 2530-A B. Lindsay Privado
Tuly 10,2007 _ . - [JENNIFER CONVERTIBLES, INC.}




[to be Attached]
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EXHIBIT B

Prudestial LomNo.

SUBORDINATION, NON-BISTURBANCE ATTORNMENT AGREE

THIS AGREEMENT (“Agreement™) made as of the day of . 200__, between THE PRUDENTIAL
INSURANCE COMPANY OF AMERICA (together with its successors ar assigns in interest, collectively "Lender™)

(“Tenant").
ECITA
A. Lender is the owner and the holder of a loan evidenced by a promissory note (the "Note™) dated in the
faceamoum:ofs lheNotelssecmedbya[hetemsenﬁ:enameofﬁxemntymsmmem](ﬂxe'lsdomage")damd
thesamedateassmdNote,andreoordedat[msutreoordmgmfmmauon] of the Real Property Records of covering
the real property described therein (the “Mortgaged Premises™).
B. Tenant is the tenant umder that certain Lease Agreement dated (the Leass"), between

Tenant and

as landlord (said landlord and its successors and assigns under the Lease hereipafter called
"Landlord™), covering all or part of the Mortgaged Premises as sct forth under the Lease (hereinafier called the "Demised
Premises™).

C. Tenant and Lender desire to confirm their undesstanding with respect to the Lease and the Mortgage.

THEREFORE, in consideration of the mutual covenants and agreements herein contained and other good valuable
consideration, the receipt and sufficiency of which are hereby acknowledged by all parties, Lender and Tenant agree as
follows:

1. Subordination. The Lease is now, and will at all times and for all purposes be, subject and subordinate,
every respect, to the Mortgage, with the provisions of the Mostgage and this Agreement controlling over the
provisions of the Lease. The Lease is subordinate and subject, in each and every respect, to any and all increases,
renewals, modifications, extensions, substitutions, replacements and/or consolidations of the Mortgage, (collectively a
“Modification™), and all other loan documents securing the Note, provided that any and all Modifications shall
nevertheless be subject to the terms of this Agreement.

2. Non-Disturbance. So long as Tenant complies with all of the terms, provisions, agreements, covenants,
and obligations set forth in the Lease, Tenant’s possession of the Demised Premises under said Lease shall not be
disturbed or interfered with by Lender.

3. Attornment. I Lender or any other party succoeds to the interest of Landlord under the Lease in anry manner,

incloding but not limited to foreclosure, exercise of any power of sale, succession by deed in lieu or other conveyance

(a “Succession””), Tenant will attom to and be bound to such party (whether Lender or another party) upon such

Succession and will recognize Lender or such other party as the landlord under the Lease. Such sttomment is

! effective and self-operative without the execution of any farther instrument. Tenant, upon request, will sign and

deliver any instruments reasonably requested to evidence such attornment. Tenant waives the provisions of any statute

" or rale of law, now or bereafter in effect, which ray give or purpart to give Tenant any right or election to terminate

orotherw'meadvasalyaﬂ'eettbeLenseandtheobligaﬁonsofTenantmmunduasamﬂtofanysmhfomlmor
trustee’s sale

4, i s Liability. Upon any Succession, Lender shall not be (a) liable for any act or omission
ofﬂ:aeLandlordmdamﬂme,(b)mb;eamanyoﬁsﬁsmd&fmmwhchTmmnmayhavcagxmﬂnlmM
ausmgoroccm'nngpnmmtbeSm)on,(c)boxmdbyanyrenta'mﬁmonalmtwmchTmMmayhavepmdm
Landlord for more than the current month, (d) bound by any amendment or modification of the Lease made without
Leader’s prior written consent, (¢) fiable for any security deposit paid by Tenant to Landlord unless such deposit is
delivered to Lender, (£) liable for or obligated to pay for repairs, replacements; damages ar allowances not made,
pezfnrmedorpmdbytheLandlordxfsnchperformanceorpaymexnwasduemorwﬂnchessmor(g)hableﬁor
the payment of any leasing commissions, the triggering event for which arose or occurred prior to the Succession.
Any reference to Landlord includes all prior landlords under the Lease. Neither Lender nor any party taking under a
Sucocession shall be liable for the performence of the obligations of the Landlord under the Leass, except for those
obligations which arise during the period of Lender’s or such entity’s or person’s ownership of the Mortgaged
Premises.
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S. Tenant’s Warranty. Tenant warrants to Lender, asofﬂxedmhereoﬁﬂmt(a)attadxedlsatme,com
and complete copy of the Lease, (b) there are no known defaults on the part of Landlord, (¢) the Lease is a
complete statement of the agreement of the parties with respect to the leasing of the Demised Premises, (d) the
Lease is validly executed by Tenant and in full force and effect, end (e) all conditions to the effectiveness or
continuing effectiveness thereof required to be satisfied as of the date bereof have been satisfied. Tenant
acknowledges and warrants to Lender that it has not subordinated the Lease or any of its rights under the Lease to
any lien or mortgage other than the Mortgage.

6. Lender Cure Rights. Thirty (30) days before exercising any of its rights and remedies under the Lease for
a landlord default, Tenant will send written notice to Lender at 2200 Ross Avenue, Suite 4900E, Dallas, Texas
75201, referencing Loan Number by certified mail, return receipt requested, of the occurrence of
any default by Landlord and will specify with reasopable clarity the events constituting such default. If the
referenced default would entitle Tenant to cancel the Lease or abate the rent payable thereunder, no such
cancellation or abatement of rent will be effective unless Lender receives notice in the form and manner required
by this Paragraph 6 and fails (a) within thirty (30) days of the date of the receipt of such notice by Lender to cure
or cause to be cured any defoult which can be cured by the payment of money and (b) to cure or cansed to be
cured within sixty (60) days of the receipt of such notice any default which cannot be cured by the payment of
money (“Non-Monetary Defanlt?); provided, however, that if the Non-Monetary Default is not capable of cure
within such sixty-day period, no cancellation or abatement by Tenant will be effective as to Lender unless Lender
fails within the original sixty (60) day period to commence and diligently prosecute the cure of such default to
completion. Tenant will accept cure of any Landlord defanit by Lender.

7. Rent Payment. Immediately upon written notice to Tenant (a) that Lender is excrcising its rights under
the Mortgage or any other foan documents acting to secure the Note following a defalt under the Loan, or (b) of
Lender’s succeeding to the Landlord’s interest under the Lease, Tenant agrees to pay all rents doe under the Lease
ditectly to Lender (in accordance with the Lease).

8. Complete Agreemient. This Agreement supersedes, as between the parties hereto, all of the ternmis and
provisions of the Lease which are inconsistent herewith.

i inding Effect. This Agreement may not be modified orally or in any manner other
memthgmmethWmmmmmmmmm
Agreementsha.llmurctothebmeﬁtofandbebmd:uguponﬁ)epa:nwhuetoandthurmsorsandasslgns.

10. Laws. This Agreement shall be construed in accordance with the laws of the State where the Mortgaged
Premises are Jocated.

ic Amendment of Lease. Upon a Succession, the Lease is automatically amended as follows:

a. Hazardous Materials. All representations, warranties, indemnities or hold harmless provisions in
favor of Tenant from Landiord deating with the presence, use, transportation, disposal, contamination,
exposure to or in any way arising out of bazardous or toxic materials, chemicals or wastes (“Hazardous
Materials”) are deleted as to Lender. Lender, however, as Landlord, covepants and agrees to (a) comply
with all laws governing Hazardous Materials (*Hazardous Materials Laws™), (b) store, use and dispose of
all Hazardous Materials at the Mortgaged Premises in accordance with all applicable Hazardous Materials
Laws, and (c) remove, remediate and/or clean up, as applicable, in accordance with all applicable
Hazardous Materials Laws, all Hazardous Materials at the Mortgaged Premises (to the extent not caused
by Tenant or its employees, contractors or agents) impairing Tepant’s use or access to the Demised
Premises.

b. Insurence. Tepant will at all times carry comprehensive general liability coverage for its
activities and operations at the Demised Premises, listing Lender and Laudlord as additional insureds, in
such coverage amounts as are required by the Lease but in no event less than One Million Dollars.
Lender will bave no liability to Tenant for any indemnity or hold harmiess provision under the Lease
where Lender is otherwise covered by Tenant’s comprehensive general liability coverage(s) as camried by
Tenant or which Tenant is required to camry under the Lease. "All insurance required to be carried by
Landlord under the Lease may be effected by Lender by self-insurance or by a policy.or policies of
blenket insurance covering additional items or locations or assureds and with such deductibles as Lender
may from time to time determine. Tenant has no rights in any policy or policies maintained by Lender,

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed the day and year
first above wriiten.

- LENDER:
THE PRUDENTIAL INSURANCE COMPANY
OF AMERICA
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By:

Vice President

TENANT:

[Tenant’s Name].

By:

Title:

DOCS-#499288-v5-Jennifty_Convertibies_-_Industris] Lease DOC\RRW2408-002
C9N2EDAWN2951-029
July 10, 2007

Exhibit B

2530+ E. Lindsay Privado
[JENNIFER CONVERTIBLES, INC}




DOCS-#499288-v5-Jenmi
COMINBRAW2951-029

July 10,2007

EXHIBITA

ifer_Convertibles - Iodustris)_Leasa DOC\RR\I2468-002

Exhibit B
4

2530-A E. Lindsay Privado
[PEMNNIFER CONVERTIBLES, INC.}




EXHIBIT C
ESTOPPEL CERTIFICATE

The Prudential Insurance Company of America
¢/o Prudential Asset Resources
2200 Ross Avenue, Suite 49008
Dallas, TX 75201
Re:  Prudential Loan No.

Loan to

[Property Name}

[Property Address]

(“Propesty”)
The undersigned, , as Tenmant of approximately
rentable square feet of the property situated at , mnder that certain

lease agreement (the “Lease™) dated - , between » 83 Tenant, and

as Landlord, has been advised that the Lease will be assigned to The Prudential Insurance Company of America, a New
Jaseycorpomhon(“?mdenual”)assemmymconnectxonwzthamoxtgageiomxthathasbewormaybcmadeby
Prudential to Landlord. The undersigned hereby certifies to Prudential as follows, with full knowledge that Prudential,
and jts suocessors and assigns (collectively “Lender™), are relying upon the truth, accuracy and completeness of such
statements:

L The Lease has not bean changed, modified, airended or supplemented, and the interest of the Tenant has
not been assigned, mcmnberedorothmsetmnsfened,exceptassetfonhbelow The Lesse, including any
modifications or amendments set forth below, contains all of the understandings and agreements between Tenant and
Landlord.

2. Thslaasexsmﬁﬂlforceandeﬁ’eaandfreeﬁomanydefauhbyeltherpmy There are also po existing
conditions, which upon the giving of notice or lapse of time, or both, would constitute a default under the Leass.

3. Allmpmvemmmwtheleasedpmms%qumedwbebuﬂtbyhnd]ordhawbeenfnﬂyand
satisfactorily completed by Landlord; all allowances and contributions (if any) payable by Landlord for Tenant's
improvemeats-(or for any other purpose) have been paid; and Tenant has accepted the leased premises and is in full
occupancy thereof, paying rent and actively conducting its business therein.

4.  The teom of the Lease commenced on , and expires on
, uniess remewed or extended in accordance with any renewal or extension

provisions of the Lease.
5. The current monthly rent installment is $ : which has been paid through and
inchuding . Tenaut is presently making monthly payments of § for common

area maintenance charges, taxes, insurance and any other additional rent obligations under the lease, using the terms
defined in the Lease for such items. No rent is prepaid for more than 30 days in advance. If applicable, Tenant is
presently making monthly payments of percentage rent of $ (State none, if none and initial here

’ - - .

6. Asofﬁ;edaﬁehereoﬁ'fenantﬁasnooﬁtstandhgoﬁ'setsorcreditsa@inst.ordedneﬁonsﬁ'bm,or"ﬁee
rent” period entitlements with respect to its future rent obligations, except as set forth below:

7.  Tenant bas paid Landlord a security deposit of § (f nons, insert “0"). Tenant has mads no
advance payment of rent other than for the current moxnth,

8. There are no actions, whether voluntary or otherwise, pending against Tenant under the bankruptcy,
debtor reorganization, moratorium or similar laws of the United States, any state thereof or any other jurisdiction.
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9. Tenant has po expansion rights, purchase options or rights of first refusal with respect to renting
additional space or acquiring any additional interest in the above-referenced property except as follows (State none, if
none and initial here ):

10. (a) As used here, “Hazardous Substance” means amy substance, material or waste (including
petroleum and petrolewm products) which is designated, classified or regulated as being “toxic™ or “hazardous” or a
“pollutant” or which is similarly designated, classified or regulated, under any federal, state or local law, regu}a:txon or
ordinance.

®) Tenant represents and warrants that it has not used, genemted, released, discharged, stored or
disposed of any Hazardous Substances on, under, in or about the Building or the land on which the Building is located (IF
APPLICABLE} [, other than Hazardous Substences used in the ordinary and commercially reasonable course of Tenant’s
business in compliance with all Applicable Laws.}-(IF APPLICABLE) [Except for such commercially rezsonable use by
Tenant,] Tepant has no actual knowledge that any Hazardous Substance is present, or has been used, generated, released,
discharged, stored or disposed of by any party, on, under, in or about such Building or land.

11.  If Lender or its designee succeeds to Landlord’s interest in the leased premises or if a sale by power of
sale or foreclosure occurs, Tenant shall attorn to Lender or its designes ora purchaser at such sale as its Iandlord.

12.  Tenant has no right set forth in-the Lease to terminate the Lease prior to the expiration of the term of the
Lease except, to the exteat provided in the Leass, in connection with a casualty or condemnation.

13.  Tenant will not seek to terminate the Lease or seek or assert any set-off or counterclaim against the rent or
additional rent by reason of any act or omission of Landlord, until (i) Tenant shall have given wrilten notice (a
“Termination Notice™) of such act or amission to Lender or its designes, at such address as may be provided by such party
to Tepant from time to time in writing, and (ii) the cure period, if any, afforded Landlord under the Leass has expired.
Tenant shall deliver a Termination Notice to Lender at the same time a notice of Landlord’s default is required to be given
to Landlord under the Lease.

14. Uponmciptby’l‘enantofanywrittennoﬁoeﬁ'omIzndertodoso,anba'serent,addiﬁonalremandau
other charges or payments that are to be madse to Landlord under the Lease, shall be paid by Tenant directly to Lender or
its designee until further potice from Lender in writing.

15.  Neither Lepder nor any purchaser at a salc by power of sale or foreclosure will be bound by any
modification of the Lease including, without lmitation, any reduction in rent or term, unless such party has consented
thereto in writing,

16. Tenanthasauachedheretoasgmg_é.auue,oon'ectandoompleteoopyofﬁ:elmseandall
amendments or modifications thereto.

This certification shall inure to the benefit of and be enforceable by The Prudential Insnrance Company of
America, its successors and assigns, and shall be binding upon the undersigned and its successors and assigas as Tenant
under the Lease.

TENANT:

Titie:
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EXHIBIT D

HAZ. US MATERIE
[To be attached by Tenant prior to execotion}
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EXHIBIT E
LEASE TERM DATES
To:
Re:  Standard Industrial Real Estate Lease dated 200, between
, a (“Landlord™), and
. i , a8 (“Tenant”) concerning the
proparty commonly known as , California
(“Property”).
Gentlemen:
. In accordance with the Standard Industrial Real Estate Lease (the “Lease™), we wish to advise you and/or confirm
as follows:
I The Lease Term shall commence as of for a term of ending on
2. That in accordance with the Lease, Rent commenced to accrue on
3. The total Base Rent to be paid pwsuant to the terms of said Lease is not less than
$ and no Base Rent has been paid more than one month in advance.
4, Rent is due and payable in advance on the first day of each and every month during the Lease Term.
Your rent checks should be made payable to - : at
“Landlord™:
a
By
Is;
By:
Its:
Agreed to and Accepted as of ‘ T 5200 .
“Tenant™

[TENANT NAME AND LEGAL ENTITY},
By:
s
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EXHIBIT ¥
ORK LETTER

This Tenant Work Letter shall set forth the terms and conditions relating to the comstruction of the tenaunt
improvements in the Property. This Tenant Work Letter is essentially organized chronologically and addresses the issues
of the construction of the tenant improvements, in sequence, as such issues will arise during the actual construction of the
tenant improvements. All references in this Tenant Work Letter to Articles or Sections of “this Lease™ shall mean such
relevant portions of the Industrial Real Estate Lease to which this Tenant Work Letter is attached as Exhibit “F* and of
which this Tenant Work Letter forms a part, and all references in this Tenant Work Letter to Sections of “this Tenant
Work Letter” shall mean such relevant portions of this Tenant Work Letter.

SECTION 1
TENANT IMPROVEMENTS

At Landiord’s sole cost, Landlord shall construct the following improvements to the Property (the “Tenant
Improvements™):

A Paint and re-carpet the existing offices, replace any stained or dameged ceiling tiles, and combine the
existing break room with the neighboring office space to creats a larger break room, including an extension of the existing
kitchen type counter with lower cabinets and outlets for counter top appliances and wall outlets.

B. Floor joints shail be caulked with MM80 joint sealer.

C. Install eighteen (18), “Z” guards at all dock high loading positions. Ground level doors shall be equipped
with two (2) bollards at the interior and exterior of each door.

D. Provide power distribution to one dock high door sufficient for a trash compactor and power distribution
for an interior baleratlocahonsmbemmuaﬂy agreed to between Landiord and Tenant.

E. Insmﬂ400squmfeetofepoxyooanngandawallmounted,setfconmmedeyewashsmnonatthe
existing battery charging area.

Notwithstanding the foregoing, the color of the carpet and the paint shall be mutually agreed upon by Landlord
and Tenant from Landlord’s building standard colors and finishes. Landlord shall use Landlord’s stendard building
componesits, materials and finishes in the construction of the Tenant Improvements, Notwithstanding the foregoing, the
exact location of Tenant Improvements shall be in Landlord’s sole discretion. Tenant shatl make no changes or
modifications to the Tenant Improvements without the prior written consent of Landlord, which consent may be witbheld.
in Landlord’s sole discretion if such change or modification would directly or indirectly delay the “Substantial
Completion,” as that term is defined in Section 5.1 of this Tenant Work Letter, of the Tenant Improvements or increase
the cost of designing or constructing the Tenant Improvements.

SECTION 2
OVER-ALLOWANCE AMOUNT

In the event that after Tenant’s execution of this Lease, any revisions, changes, or substitations shalt be made to
the Tenant Improvements, any additional costs which arise in connection with such revisions, changes or substitutions
shall be paid by Tenant to Landlord immediately upon Landlord’s request as an over-allowance amount (the “Over-
Allowance Amount”). The Over-Allowance Amount shall be disbursed by Landlord prior to the disbursement of any
portion of Landlord's contribution to the construction of the Tenant kmprovements.

SECTION 3

Landlord hereby assigns to Tenant all warranties and guaranties by the contractor who constructs the Tenant
Improvements (the “Contractor”) rélating to the Tenant Improvements, and Tenant hereby waives all claims against
Lendlord relating to, or arising out of the construction of, the Tenant Improvements.
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SECTION S

5.1.  Substantial letion. For purposes of this Lease, “Substantial Completion™ of the Tenant
Improvements shall occur upon the completion of construction of the Tenant Improvements in the Property with the
exception of any punch list iterns and any tenant fixtures, work-stations, built-in furniture, or equipment to be installed by
Tenant or under the supervision of Contractor.

52 Dela the il leti e t . The Lease Commencement Date shall
occur as set forth in Asticle 2 of the Lease and is not conditioned upon Landlord’s completion of the Tenant
Improvements. If there shall be a delay or there are delays in the Substantial Comp]enon of the Tenant Improvements as a
direct, indirect, partial, or total result of;

52.1. Tenant's failure to timely approve any matter requiring Tenant's approval;
522. A breach by Tenant of the terms of this Tenant Work Letter or the Lease;
523, Tenant's request for changes in the Tenant Improvements;

52.4. Changes in any of the Tenant Improvements because the same do not comply with Applicable
Laws;

52.5. Tenant's requirement for materials, componeats, finishes or improv.emcms which are not
available in a commercially reasonable time given the anticipated date of Substantial Completion of the Tenant
Improvements, as set forth in the Lease, or which are different from, or not included i, Landlord's standard improvement

package items for the Propesty;
5.2.6. Changes to the base, shell and core work of the building required by the Tepant Improvements; or
52.7. Any other acts or omissions of Tenant, or its agents, o;' employees;
528.  Force majeure (as defined in Section 14.12 of this Lease)
529. The period of time waiting for governmental approval of the Tenant Improvements;

(collectively, “Tenant Delay”) then, notwithstanding anything to the contrary sct forth in the Lease or this Tenant Work
Letter and regardless of the acinal date of the Substantial Completion of the Tenant Improvements, the Substantial
Completion of the Tenant Improvements shall be deemed to be the date the Substantial Completion of the Tenant
Improvements would bave occurred if so Tenant delay or delays, as set forth above, had ocourred.

SECTION 6
MISCELLANEOUS

6.1.  Tenant's_Representative. Tenant has designated [PLEASE PROVIDEIS/&% Aitravks its solo
representative with respect 1o the matters set forth in this Tenant Work Letter, who, until further notice to Landlord, shall
have fall authority and responsibility to act on behalf of the Tenant as required in this Tenant Work Letter.

62.  Landlord’s Representative. Landlord has designated Trent Wylde as its sole representative with respect to
the matters set forth in this Tenant Work Letter, who, uniil further notice to Tenent, shall have full authority and
mpon&bﬂitymactmbehaﬁ'ofthelmdlwdasmmﬁmdinmisTthkaemn

6.3. = _etter, Unless otherwise indicated, all references herein to a
“nnmbcrofdays"shnl]meanandmﬁtocalendardays haﬂmsmnmwhemTenantnsrequmdmappmemdehv«an
item, if no written notice of approval is given or the item is not delivered within the stated time period, at Landlord's sole
ophon,atthemdofsuchpmodﬁmﬁanshaﬂanmahmllybedmedapprovedordehvemdbyTemntandﬂlenm
snmdmghmepenodshaﬂoommmo&

6.4.  Tenapts Lease Default. Notwnhsmndmganypmvmontotheconmryoonmmedmﬂusl.ease,xfan
event of defanlt as described in the Lease, or a default by Tenant under this Tenant Work Lettez, has occurred at any tire

on or before the Substantial Completion of the Tenaat Improvements, then (i) in addition to all other rights and remedies
granted to Landlord pursnant to the Lease, Landlord shali have the right to cause Contractor to cease the construction of
the Tenant Improvements (in which case, Tenant shall be responsible for auy delay in the Substantial Completion of the
Tenant Improvements caused by such work stoppage as set forth in Section 5 of this Tenant Work Letter), and (ii) all
other obligations of Landlord mderthetennsofthxsTenantWokaatershaHbeforg!venunnlsucht:mcaswchdefauit
is cured pursnant to the ters of the Lease.

6.5. s Consfy : ents Tenantherebyachmwledgesthat'l‘mntmaybe
occupying thePropatypm'smntto lheLeasewhxleLandlord is oonstmcnngthe Tenant Improvements and that Landlord
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shall be permitted to construct the Tenant Improvements during normal business hours, and Tenant shall provide & clear
working area for Landiord’s construction of the Tenant Improvements (including, but not limited to, the moving of
furniture, fixtures and Tenant’s property away from the area Landlord is constructing the Tenant Improvements). Tenant
hereby agrees that the copstruction of the Tenant Improvements shall in no way constitute a constructive eviction of
Tenant nor entitle Tenant to, if any, abatement of rent. Landlord shall have no respoasibility or for any reason be liable to
Tenpant for any direct or indirect injury to or interference with Tenant’s business arising from Landlord’s construction of
the Tenant Improvemests, nor shall Tenant be entitled to any abatement of rent, compensation or damages from Landlord
for Joss of the use of whole or any part of the Property, for loss of or damage to Tenant’s personal property, merchandise,
fixtures or.improvements, or for any inconvenience or annoyance resulting from Landlord’s construction of the Tenant
Improvements or for Landiord’s actions in connection with Landlord’s construction of the Tenant Improvements.
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PROOF OF SERVICE BY FEDERAL EXPRESS

I, Kimberly J. Tso, certify and declare that | am over the age of 18 years, employed
in the County of Los Angeles, State of California, and not a party to the action within. My
business address is 1960 E. Grand Avenue, Suite 1165, El Segundo, California 90245.

On March 1, 2011, | served the document described as PROOF OF CLAIM in the
manner indicated to the following:

[v] (BY FEDERAL EXPRESS) by delivering to an Federal Express facility a true copy
thereof in a sealed Federal Express envelope for next day delivery, with all delivery fees
paid or provided for, addressed to the following:

BMC Group, Inc.
Attention: Jennifer Convertibles Claims Processing

18750 Lake Drive East
Chanhassen, Minnesota 55317

| then deposited such envelope with an Federal Express facility on the date noted
above at El Segundo, California.

| declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct.

Executed on March 1, 2011, at El Segundo, California.

Al LY

\KIMBER@/ {\TSO T

bmcgroup030111posfederalexpressproofofclaimdwrmajo432.pld.frm




THE REIMANN LAW GROUP
ATTORNEYS AT LAW
1960 EAST GRAND AVENUE. SUITE 1165
EL SEGUNDO, CALIFORNIA 90245
TELEPHONE (310) 414-3000

FACSIMILE {(310) 414-301M

March 1, 2011

- BY FEDERAL EXPRESS

BMC Group, Inc.
18750 Lake Drive East
Chanhassen, Minnesota 55317

Attention:  Jennifer Convertibles Claims Processing

Re: Jennifer Convertibles, Inc. Lease Default and Bankruptcy

Issues

USBC Case No. 10-13779 (ALG)

Premises: 2530 East Lindsay Privado, Unit A, Ontario, California 91761
Action Sought: Filing of Proof of Claim Materials
Our File No. MAJ-0432

Dear Ladies and Gentlemen:

We have enclosed the original--and 1 copy--of our proof of claim.

Please file the original proof of claim and then conform and return the copy to our
office in the enclosed prepaid and self-addressed envelope at your first opportunity.

Thank you for your good help in this matter. Please call us with any questions.

Sincerely yours,

QM&M—'
FDM'&L\D ' ‘ 2_

David W. Reimann for

The Reimann Law Group

DWR/rlg

Enclosure
bmcgroup0301 1 1filingproofofctaimdwrmajo432.itr.wpd




