CONSENT TO SUBLEASE AGREEMENT

The City of San Diego (CITY), as LESSOR under that certain Lease Agreement (MASTER
LEASE) entered into with RIJO ENTERPRISES, dated June 23, 1986 and filed in the Office of
the City Clerk as Document 266057, assigned to Mercury Street Investors, Ltd., a California
limited partnership on May 21, 1987, and subsequently assigned to

ARNOLD BELINSKY and ESTHER BELINSKY (LESSEE),

which assignment and consent is filed in the Office of the City Clerk as Document 02482 on
May 16, 1988, consents to that certain Lease Agreement (SUBLEASE) between the above
LESSEE (SUBLESSOR) and

KYU HWANG AND BYUNG G. MOON,
d.b.a. ZION MARKETPLACE

(SUBLESSEE) dated August 16, 2001 on the following terms and conditions:

1. SUBORDINATION: The SUBLEASE shall be subordinate to the MASTER LEASE in all
respects, notwithstanding any provision of this consent or the MASTER LEASE contrary to or in
conflict with the SUBLEASE. The CITY is not bound by any term or condition in the
SUBLEASE which in any way conflicts with or is additional to the provisions of the MASTER
LEASE. | .

2. ASSIGNMENT AND SUBLETTING: SUBLESSEE shall not assign the SUBLEASE or
sublet the premises or any part thereof without the prior written consent of the CITY. An
assignment by operation of law shall automatically terminate the SUBLEASE.

3. HOLD HARMLESS: SUBLESSEE shall assume the defense of, indemnify and hold harmless
the CITY from all claims, expenses and liability of every nature, directly or indirectly arising
from, or alleged to have arisen from operations conducted on the subleased premises, the
condition of the premises or from any act or omission of SUBLESSEE, its agents or invitees;
provided, however, SUBLESSEE’S duty to indemnify and hold harmless shall not include any
claims or liability arising from the established active negligence, sole negligence, or sole willful
misconduct of the CITY, its agents, officers, or employees.

4. INSURANCE: SUBLESSEE shall be insured by an insurance carrier acceptabie to the CITY
against loss from public liability arising from the use or condition of or operation conducted on
the leased premises. Minimum coverage shall be two million dollars ($2,000,000) Combined
Single Limit Liability. SUBLESSEE shall file with CITY a copy of the policy of insurance
which shall name "THE CITY OF SAN DIEGO" as an additional insured. Said policy shall
specify that the policy may not be terminated, altered or canceled without thirty (30) days prior
written notice to CITY by the insurance company.

5. LEGAL PROCEEDING: Should it become necessary for the CITY to commence legal
proceedings to collect rent, to recover possession or enforce any other provision of this
SUBLEASE, the prevailing party shall be entitled to an award of reasonable legal costs,

including court costs and attorney’s fees.
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STANDARD INDUSTRIAL/COMMERCIAL SINGLE-TENANT LEASE — TRIPLE NET

1. Basic Provisions (“Basic Provisions”)

1.1 Parties. This Lease (“Lease’), dated for reference purposes only August 18,
2001, is made by and between Arnold Belinsky and Esther Belinsky, as Trustees of the Arnold
Belinsky and Esther Belinsky Trust No. 1 (“Lessor”), and Kyu Hwang and Byung G. Moon, dba:
Zion Marketplace (‘Lessee’), (collectively the “Parties,” or individually a “Party”).

1.2 Property and Premises. The Premises are located in that certain real property
commonly known as 4611 Mercury Street, City of San Diego, County of San Diego, State of
California {the “Property”). The Property consists of a free-standing building of approximately
33,064 square feet. Lessee to lease an approximate 29,158 square foot portion of the Property.
The portion of the Property to be leased to Lessee is hereafter referred to as “the Premises.”

1.3 Term. The term of this Lease shall be one hundred twenty (120) months.
Lessor shall deliver possession of the Premises to Lessee on or about January 1, 2002. The
term of this Lease shall commence on the date of delivery of the Premises. The delivery of
possession date shall be established by Lessor's written notice to Lessee indicating the
Premises are available for occupancy. The delivery date specified in the notice or the actual
date on which Lessee occupies the Premises, whichever is earlier, shall be deemed the
possession Date of the Premises for all purposes under this Lease. If Lessor is unable to
deliver possession of the Premises to Lessee within ninety (90) days following January 1, 2002,
either Lessor or Lessee may thereafter cancel or terminate this Lease by notice in writing to the
other at any time prior to actual delivery of the Premises to Lessee. The first ninety (90) days of
the term of the Lease shall be Base Rent free and payment of Base Rent shall commence on
January 1, 2002 provided, however, if there is a delay in delivery of possession of the Premises
to Lessee the Rent Commencement Date shall be deferred for a time period equal to the delay
so that the date of commencement of Base Rent shall begin ninety (90) days after actual
delivery of possession. Beginning on April 1, 2002 (or on any deferred Rent Commencement
Date resulting from a delay in delivery of possession of the Premises) and thereafter on the first
day of each and every succeeding month throughout the term of this Lease, Lessee shall pay to
Lessor the Base Monthly Rent provided for herein, in advance, in accordance with the Schedule
set forth in paragraph 1.4.

1.4 Base Rent. Lessee shall pay Lessor as monthly Base Rent for the Premises in
accordance with the Schedule specified in this paragraph, which sum shall be paid in advance
-on the first day of each and every calendar month from the Rent Commencement Date and
thereafter throughout the term of this Lease. First month's rent shall be pre-paid upon Lease
execution. All such Base Rent shall be paid by Lessee to Lessor in lawful money of the United
States of America and shall be paid without deduction or offset except as expressly permitted
herein and without prior notice or demand and at such place or places as designated from time
to time by Lessor. Initially, Base Rent should be paid by Lessee to: Arnold and Esther Belinsky
Trust, 7071 Consolidated Way, San Diego, CA 92121.

The initial monthly Base Rent is computed as follows:
Ground Floor Space: Approximately 27,493 square feet @ $1.13 per: $31,067.090
Mezzanine Space:  Approximately 1,665 square feet @ $.80 per: $ 1,332. 00
Total Base Year Monthly Base Rent: $32,399.09
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The Monthly Base Rent shall increase annually in accordance with the following Rent Schedule:

Rent Schedule

Year Months

1 1-12 $ 32,399.09
2 13-24 33,371.06
3 25-36 34,372.19
4 37-48 35,403.36
5 49-60 36,465.46
6 61-72 37,559.43
7 73-84 38,686.21
8 85-96 39,846.79
8 87-108 41,042.20
10  109-120 42,273.46

1.5  Guarantor. The obligations of the Lessee under this Lease are to be guaranteed
by Kyu Hwang and Byung G. Moon (“Guarantors”).

1.6 Exhibits. Attached hereto are Exhibits “A”", “B", “C”" and “D", which constitute a
part of this Lease.

1.7  Agreed Use. Lessee may use and occupy the Premises for the management
and operation of a food market and any other lawful use (the “Agreed Use").

1.8 Triple Net. This is a Triple Net Lease. Real property taxes and assessments,
repairs and maintenance, insurance, and the duty to restore the Premises in the event of
damage or destruction are all the exclusive obligation of Lessee, except as expressly provided
to the contrary in this Lease, and any and all costs and expenses associated therewith shall be
timely paid by Lessee or reimbursed to Lessor if Lessor advances the same. Nothing herein
contained is intended or shall be construed as requiring Lessor to make such advancements.
All obligations of Lessee under this paragraph shall be paid timely and in all events before the
due date. If not timely paid, such obligations shall bear interest at the rate specified in
Paragraph 12.5 untit paid. All of the amounts payable by Lessee hereunder shall constitute
additional Base Rent to Lessor.

1.9  Security Deposit. Lessee shall pay a security deposit equal to one month's
rent. Total deposit of $42,273.46 due upon lease execution.

2. Premises.

2.1 Letting. Lessor hereby leases to Lessee, and Lessee hereby leases from
Lessor, the Premises, for the term, at the rental, and upon all of the terms, covenants and
tonditions set forth in this Lease. Unless otherwise provided herein, any statement of size set
forth in this Lease, or that may have been used in calculating rental, is an approximation which
the Parties agree is reasonable and the rental based thereon is not subject to revision whether
or not the actual size is more or less,
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2.2  Condition. Lessor shall deliver the Premises to Lessee broom clean and free of
debris on the Commencement Date and warrants that the existing electrical, plumbing, fire
sprinkler, lighting, heating, ventilating and air conditioning systems (“HVAC"), loading doors, if
any, and all other such elements in the Premises, shall be in good operating condition on said
date and that the structural elements of the roof, bearing walls and foundation of any buildings
on the Premises (the “Building”) shall be free of material defects. ,

2.3 Compliance. Lessor warrants that the improvements on the Premises comply
with all applicable laws, covenants or restrictions of record, building codes, regulations and
ordinances {“Applicable Requirements”) in effect on the Commencement Date. Said warranty
does not apply to the use to which Lessee will put the Premises or to any Alterations or Utility
Installations (as defined in Paragraph 7.3(a)) made or to be made by Lessee or to the
mezzanine. [f the Premises do not comply with said warranty, Lessor shall, except as otherwise
provided, promptly after receipt of written notice from Lessee setting forth with specificity the
nature and extent of such non-compliance, rectify the same at Lessor's expense. If Lessee
does not give Lessor written notice of a non-compliance with this warranty within one (1) month
following the Commencement Date, correction of that non-compliance shall be the obligation of
Lessee at Lessee's sole cost and expense. |If the Applicable Requirements are hereafter
changed (as opposed to being in existence at the Commencement Date, which is addressed in
Paragraph 6.3(a) below) so as to require during the term of this Lease the construction of an
addition to or an alteration of the Buiiding, the remediation of any Hazardous Substance, or the
reinforcement or other physical modification of the Building (“Capital Expenditure”), Lessor and
'Lessee shall allocate the cost of such work as follows:

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

(b) If such Capital Expenditure is not the result of the specific and unique use
of the Premises by Lessee (such as governmentally mandated seismic modifications), then
Lessor shali be responsible for payment of such costs.

(c) Notwithstanding the above, the provisions of subparagraph (b)
concerning Capital Expenditures are intended to apply only to non-voluntary, unexpected, and
new Applicable Requirements. If the Capital Expenditures are instead triggered by Lessee as a
result of an actual or proposed change in use, change in intensity of use, or modification to the
Premises then, and in that event, Lessee shall be fully responsible for the cost thereof, and
Lessee shall not have any right to terminate this Lease. .

24 Acknowledgements. Lessee acknowledges that: (a) it has been advised by

Lessor to satisfy itself with respect to the condition of the Premises (including but not limited to
the electrical, HVAC and fire sprinkler systems, security, environmental aspects, and
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compliance with Applicable Requirements), and their suitability for Lessee’s intended use, and
(b) neither Lessor nor Lessor's agents, have made any oral or written representations or
warranties with respect to said matters other than as set forth in this Lease.

3. Term.

3.1 Term. The Commencement Date of this lease is January 1, 2002. The term is
for a ten (10) year period.

3.2  Early Possession. Lessee may not occupy or take possession of the Premises
prior to the Commencement Date of January 1, 2002. Lessee shall occupy the Premises Base
Rent free for ninety (90) days thereafter. Ali other terms of this Lease (including but not limited
to the obligation to pay Real Property Taxes and insurance premiums and to maintain the
Premises) shall commence as of the date Lessor delivers possession of the Premises to
Lessee. All such payments shall constitute Additional Rent to Lessor and payment of these
amounts shall commence as of the date of delivery of possession notwithstanding the waiver of
Base Rent during the first ninety (90) days. On delivery of possession of the Premises to
Lessee, Lessor and Lessee shall jointly execute an acknowledgement in writing of the
possession date.

3.3 Lessee Compliance. Promptly upon execution of this Lease, Lessee shall
procure and deliver to Lessor evidence of its compliance with its obligation to provide evidence
of insurance (Paragraph 8.5). Lessor shall not be required to tender possession of the
Premises to Lessee until Lessee complies with this obligation. Pending delivery of such
evidence, Lessee shall be required to perform alt of its obligations under this Lease from and
after the Rent Commencement Date, including the payment of Rent (both Base Rent and
Additional Rent), notwithstanding Lessor’'s election or withhold possession pending receipt of
such evidence of insurance. Further, if Lessee is required to perform any other conditions prior
to or concurrent with the Rent Commencement Date, the Rent Commencement Date shall occur
but Lessor may elect to withhold possession pending receipt of such evidence of insurance.
Further, if Lessee is required to perform any other conditions prior to or concurrent with the Rent
Commencement Date, the Rent Commencement Date shall occur but Lessor may elect to
withhold possession until such conditions are satisfied.

4. Rent.

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

4.2 Payment. Lessee shall cause payment of Rent to be received by Lessor in
lawful money of the United States, without offset or deduction (except as specifically permitted
in this Lease), on or before the day on which it is due. Rent for any period during the term
hereof which is for less than one (1) full calendar month shall be prorated based upon the actual
number of days of said month. Payment of Rent shall be made to Lessor at its address stated
herein or to such other persons or place as Lessor may from time to time designate in writing.
Acceptance of a payment which is less than the amount then due shall not be a waiver of
Lessor's rights to the balance of such Rent, regardless of Lessor's endorsement of any check
so stating.
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5. Use.

5.1 Use. Lessee shall use and occupy the Premises only for the Agreed Use, or any
other legal use which is reasonably comparable thereto, and for no other purpose. Lessee shall
not use or permit the use of the Premises in a manner that is unlawful, creates damage, waste
or a nuisance, or that disturbs owners and/or occupants of, or causes damage to neighboring
properties. Lessor shall not unreasonably withhold or delay its consent to any written request
for a modification of the Agreed Use, so long as the same will not impair the structural integrity
of the improvements on the Premises or the mechanical or electrical systems therein, is not
significantly more burdensome to the Premises. If Lessor elects to withhold consent, Lessor
shall within five (5) business days after such request give written notification of same, which
notice shall include an explanation of Lessor's objections to the change in use. Lessor shall
cooperate with Lessee to the extent necessary or appropriate in connection with Lessee's
efforts to apply for and obtain any permits required for the Agreed Use.

5.2 Hazardous Substances.

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

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

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

(d) Lessee Indemnification. Lessee shall indemnify, defend and hold
Lessor harmless from and against any and all loss of rents and/or damages, liabilities,
judgments, claims, expenses, penalties, and attorneys' and consultants' fees arising out of or
involving any Hazardous Substance brought onto the Premises by or for Lessee (provided,
however, that Lessee shall have no liability under this Lease with respect to underground
migration of any Hazardous Substance under the Premises from adjacent properties). Lessee's
obligations shall include, but not be limited to, the effects of any contamination or injury to
person, property or the environment created or suffered by Lessee, and the cost of
investigation, removal, remediation, restoration and/or abatement, and shall survive the
expiration or termination of this Lease.

(e) No Warranty By Lessor. Lessor makes no warranty or representation
regarding the nonexistence of hazardous substances on the Premises as of the effective date of
this Lease, except that Lessor represents it has no actual knowledge of the presence of any
such hazardous substances and no reason to believe that such hazardous substances are in
fact present. Lessee is authorized to make at Lessee's sole cost and expense such reasonable
investigation prior to the Lease Commencement Date as may bhe required, in Lessee’s sole
business judgment. Should Lessee discover the presence of hazardous substances on the
Premises prior to the Lease Commencement Date, Lessee shall have the right at Lessee's
election to remediate the same at its expense, or to terminate this Lease. If Lessee elects to
terminate on this basis, it must give notice of such termination to Lessor prior to the
Commencement Date of this Lease, and any failure to do so waives any right on Lessee'’s part
to terminate.

6 Legal Use of Premises. Notwithstanding any other provision herein
contained to the contrary, during the term of this Lease Lessee shall use the Premises only for
such purpose and in such manner as is permitted by law and Lessee shall use the Premises
only for such purpose and in such manner as is permitted by law and Lessee shall affirmatively
comply with all legal requirements of federal, state, and local law, in each and every use and
activity engaged in by Lessee on the subject Premises

53 Lessee’s Compliance with Applicable Requirements. Except as otherwise
provided in this Lease, Lessee shall, at Lessee’s sole expense, fully, diligently and in a timely
manner, materially comply with all Applicable Requirements, the requirements of any applicable
fire insurance underwriter or rating bureau, and the recommendations of Lessor's engineers
and/or consultants which relate in any manner to the Premises, without regard to whether said
requirements are now in effect or become effective after the Commencement Date. Lessee
shall, within ten (10) days after receipt of Lessor’s written request, provide Lessor with copies of
all permits and other documents, and other information evidencing Lessee’s compliance with
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any Applicable Requirements specified by Lessor, and shall immediately upon receipt, notify
Lessor in writing (with copies of any documents involved) of any threatened or actual claim,
notice, citation, warning, complaint or report pertaining to or involving the failure of Lessee or
the Premises to comply with any Applicable Requirements.

5.4 Inspection; Compliance. Lessor and: Lessor's “Lender” (as defined in
Paragraph 29 below) and consultants shall have the right to enter into Premises at any time, in
the case of an emergency, and otherwise at reasonable times, after reasonable prior notice to
Lessee, for the purpose of inspecting the condition of the Premises and for verifying compliance
by Lessee with this Lease.

6. Maintenance; Repairs, Utility Installations; Trade Fixtures and Alterations.
6.1 Lessee’s Obligations.

(a) Subject to the provisions of Paragraph 2.2 (Condition), 2.2 (Compliance),
5.3 (Lessee's Compliance with Applicable Requirements), 6.2 (Lessor's Obligations), 8
(Damage or Destruction), and 13(Condemnation), Lessee shall, at Lessee’s sole expense, keep
the Premises, Utility Installations, and Alterations in good order, condition and repair (whether or
not the portion of the Premises requiring repairs, or the means of repairing the same, are
reasonably or readily accessible to Lessee, and whether or not the need for such repairs occurs
as aresult of Lessee’s use, the elements or the age of such portion of the Premises), including,
but not limited to, all equipment or facilities, such as plumbing, heating, ventilating, air-
conditioning, electrical, lighting facilities, boilers, pressure vessels, fire protection system,
fixtures, walls (interior and exterior), foundations, ceilings, roofs, floors, windows, doors, plate
glass, skylights, landscaping, driveways, parking lots, fences, retaining walils, signs, sidewalks
and parkways located in, on, or adjacent to the Premises. Lessee, in keeping the Premises in
good order, condition and repair, shall exercise and-perform good maintenance practices.
Lessee’s obligations shall include restorations, replacements or renewals when necessary to
keep the Premises and all improvements thereon or a part thereof in good order, condition and
state of repair, ordinary wear and tear excepted. Lessee shall during the term of this Lease,
keep the exterior appearance of the Building in a first-class condition consistent with the exterior
appearance of other similar facilities of comparable age and size in the vicinity, including, when
necessary, the exterior repainting of the Building.

6.2 Lessor’s Obligations. Subject to the provisions of Paragraphs 2.2 (Condition),
2.3 (Compliance), 9 (Damage or Destruction) and 14 (Condemnation), it is intended by the
- Parties hereto that Lessor-have no obligation, in any manner whatsoever, to repair and maintain
the Premises, or the equipment therein, all of which obligations are intended to be that of the
Lessee. It is the intention of the Parties that the terms of this Lease govern the respective
obligations of the Parties as to maintenance and repair of the Premises, and they expressly
waive the benefit of any statute now or hereafter in effect to the extent it is inconsistent with the
terms of this Lease.

6.3 Utility Installations; Trade Fixtures; Alterations.

(a) Definitions; Consent Required. The term “Utility Installations” refers
to all floor and window coverings, air lines, power panels, electrical distribution, security and fire
protection systems, communication systems, lighting fixtures, HVAC equipment, plumbing, and
fencing in or on the Premises. The term “Trade Fixtures” shall mean Lessee's machinery and
equipment that can be removed without doing material damage to the Premises. The term
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“Alterations” shall mean any modification of the improvements, other than Utility Installations or
Trade Fixtures, whether by addition or deletion. “Lessee Owned Alterations and/or Utility
Installations” are defined as Alterations and/or Utility Installations made by Lessee that are not
yet owned by Lessor pursuant to Paragraph 6.4(a). Lessee shall not make any Alterations to
the exterior of the Premises without Lessor’s prior written consent. Lessee may, however, make
any non-structural Utility Installations and any Alterations to the interior of the Premises without
such consent; provided, however, that at the expiration or other termination of this Lease
Lessee shall at its sole cost and expense, but only at Lessor's written election made within thirty
(30) days following Lease expiration or other termination and Lessor's recovery of possession
and written notice of such election to Lessee, restore the Premises to a broom clean, interior
shell condition by removing any such nonstructural Utility Installations and Alterations to the
interior of the Premises made by lessee. Lessor shall give notice to Lessee within the thirty (30)
day period above referred to of the restoration work to be done by Lessee..

(b) Consent. Any Alterations or Utility Installations that Lessee shall desire
to make and which require the consent of the Lessor shall be presented to Lessor in written
form with detailed plans. Consent shall be deemed conditioned upon Lessee’s: (i} acquiring all
applicable governmental permits, (ii) furnishing Lessor with copies of both the permits and the
plans and specifications prior to commencement of the work, and (iii) compliance with all
conditions of said permits and other Applicable Requirements in a prompt and expeditious
manner. Any Alterations or Utility Installations shall be performed in a workmanlike manner with
good and sufficient materials. Lessee shall promptly upon completion furnish Lessor with as-
built plans and specifications. For work which costs an amount equal to or more than one
month's Base Rent, Lessor may condition its consent upon Lessee providing a lien and
completion bond in an amount equal to one and one-half times the estimated cost of such
Alteration or Utility Installation and/or upon Lessee's posting an additional Security Deposit with
Lessor. '

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

6.4 Ownership; Removal; Surrender; and Restoration.

(a) Ownership. Subject to Lessor's right to require removal or elect
ownership as hereinafter provided, all Alterations and Utility Instailations made by Lessee shall
be the property of Lessee, but considered a part of the Premises. Lessor may, at any time,
elect in writing to be the owner of all or any specified part of the Lessee Owned Alterations and
Utility Installations. All Lessee Owned Alterations and Ultility Instaitations shall, at the expiration
or termination of this Lease, become the property of Lessor and be surrendered by Lessee with
the Premises.
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(b) Surrender/Restoration. Lessee shall surrender the Premises by the
Expiration Date or any earlier termination date, with ali of the improvements, parts and surfaces
thereof broom clean and free of debris, and in good operating order, condition and state of
repair, ordinary wear and tear excepted. “Ordinary wear and tear” shall not include any damage
or deterioration that would have been prevented by good maintenance practice. Lessee shall
repair any damage occasioned by the installation, maintenance or removal of Trade Fixtures,
furnishings, and equipment as well as the removal of any storage tank installed by or for
Lessee, and the removal, replacement, or remediation of any soil, material or groundwater
contaminated by Lessee. Trade Fixtures shall remain the property of Lessee and shall be
removed by Lessee. The failure by Lessee to timely vacate the Premises pursuant to this
Paragraph 6.4(b) without the express written consent of Lessor shall constitute a holdover under
the provisions of Paragraph 26 below. All restoration work required by Paragraph 7.3(a) shall
be completed by Lessee not later than the expiration of ninety (90) days following receipt from
Lessor of the notice required in Paragraph 7.3(a).

7. Insurance; Indemnity.

7.1 Payment For Insurance. Lessee shall pay directly for all insurance required
under this Paragraph 7, section 7.2, liability Insurance, and section 7.4, Lessee's Property.
Lessor shall pay for insurance required under section 7.3, Building and Improvements. Lessee
will reimburse Lessor for Lessee’s portion of section 7.3 which relates to this lease. Payments
to reimburse Lessor will be made within 3C days after receipt of request for reimbursement from
Lessor.

7.2 Liability Insurance. Lessee shall obtain and keep in force a Commercial
General Liability Policy of Insurance protecting Lessee and Lessor against claims for bodily
injury, personat injury and property damage based upon or arising out of the ownership, use,
occupancy or maintenance of the Premises and all areas appurtenant thereto. Such insurance
shall be on an occurrence basis providing single limit coverage in an amount not less than
$2,000,000 per occurrence. The Policy shall include coverage for liability assumed under this
Lease as an “insured contract” for the performance of Lessee’s indemnity obligations under this
Lease. The limits of said insurance shall not, however, limit the liability of Lessee nor relieve
Lessee of any obligation hereunder. All insurance carried by Lessee shall be primary to and not
contributory with any similar insurance carried by Lessor, whose insurance shall be considered
excess insurance only.

7.3  Property insurance - Building, Improvements.

(a) Building and Improvements. Lessee shall obtain and keep in force a
policy or policies in the name of Lessor, with loss payable to Lessor, and to any Lender(s)
insuring loss or damage to the Premises. The amount of such insurance shall be equal to the
full replacement cost of the Premises, as the same shall exist from time to time, or the amount
required by any Lenders, but in no event more than the commercially reasonable and available
insurable value thereof. No such policy shall include any deductible amount unless approved by
Lessor in writing.

(b) Adjacent Premises. If the Premises are part of a larger building, or of a
group of buildings owned by Lessor which are adjacent to the Premises, the Lessee shall pay
for any increase in the premiums for the property insurance of such building or buildings if said
increase is caused by Lessee's acts, omissions, use or occupancy of the Premises.
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7.4  Lessee's Property.

(a) Property Damage. Lessee shall obtain and maintain insurance coverage
on all of Lessee's personal property, Trade Fixtures, and Lessee Owned Alterations and Utility
Installations. The proceeds from any such insurance shall be used by Lessee for the
replacement of personal property, Trade Fixtures and Lessee Owned Alterations and .Utility
Installations. Lessee shall provide Lessor with written evidence that such insurance is in force.

(b) No Representation of Adequate Coverage. Lessor makes no
representation, that the limits or forms of coverage of insurance specified herein are adequate
to cover Lessee’s property, business operations or obligations under this Lease.

7.5 Insurance Policies. Insurance required herein shall be by companies duly
licensed or admitted to transact business in California, and maintaining during the policy term a
“General Policyholders Rating” of at least B+, V, as set forth in the most current issue of “Best’s
Insurance Guide”, or such other rating as may be required by a Lender. Lessee shall not do or
permit to be done anything which invalidates the required insurance policies. Lessee shall, prior
to the Commencement Date, deliver to Lessor certified copies of policies of such insurance or
certificates evidencing the existence and amounts of the required insurance. No such policy
shall be cancelable or subject to modification except after thirty (30) days prior written notice to
Lessor. Lessee shall, at least thirty (30) days prior to the expiration of such policies, furnish
Lessor with evidence of renewals or “insurance binders” evidencing renewal thereof, or Lessor
may order such insurance and charge the cost thereof to Lessee, which amount shall be
payable by Lessee to Lessor upon demand. Such policies shall be for a term of at least one
year, or the length of the remaining term of this Lease, whichever is less.

7.6 Waiver of Subrogation. Without affecting any other rights or remedies, Lessee
and Lessor each hereby release and relieve the other; and waive their entire right to recover -
damages against the other, for loss of or damage to its property arising out of or incident to the
perils required to be insured against herein. The effect of such releases and waivers is not
limited by the amount of insurance carried or required, or by any deductibles applicable hereto.
The Parties agree to have their respective property damage insurance carriers waive any right
to subrogation that such companies may have against Lessor or Lessee, as the case may be,
so long as the insurance is not invalidated thereby.

7.7 Indemnity, Except for Lessor's gross negligence or wiliful misconduct, Lessee
shall indemnify, protect, defend and held harmless the Premises and Lessor from and against
any and all claims, loss of rents and/or damages, liens, judgments, penalties, attorneys' and
consultants’ fees, expenses and/or liabilities arising out of, involving, or in connection with, the
use and/or occupancy of the Premises by Lessee. If any action or proceeding is brought
against Lessor by reason of any of the foregoing matters, Lessee shall upon notice defend the
same at Lessee's expense by counsel reasonably satisfactory to Lessor and Lessor shall
cooperate with Lessee in such defense. Lessor need not have first paid any such claim in order
to be defended or indemnified.

7.8 Exemption of Lessor from Liability. Lessor shall not be liable for injury or
damage to the person or goods, wares, merchandise or other property of Lessee, Lessee's
employees, contractors, invitees, customers, or any other person in or about the Premises,
whether such damage or injury is caused by or results from fire, steam, electricity, gas, water or
rain, or from the breakage, leakage, obstruction or other defects of pipes, fire sprinklers, wires,
appliances, plumbing, HVAC or lighting fixtures, or from any other cause, whether the said injury
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or damage results from conditions arising upon the Premises or upon other portions of the
Building of which the Premises are a part, or from other sources or places. Lessor shall not be
liable for any damages arising from any act or neglect of any other tenant of Lessor.
Notwithstanding Lessor's negligence or breach of this Lease, Lessor shall under no
circumstances be liable for injury to Lessee’s business or for any loss of income or proft
therefrom.

8. Damage or Destruction.
8.1 Definitions.

(a) “‘Premises Partial Damage” shall mean damage or destruction to the
improvements on the Premises, other than Lessee Owned Alterations and Utility Installations,
which can reasonably be repaired in six (6) months or less from the date of the damage or
destruction. Lessor shall notify Lessee in writing within thirty (30) days from the date of the
damage or destruction as to whether or not the damage is Partial or Total.

(b) ‘Premises Total Destruction” shall mean damage or destruction to the
Premises, other than Lessee Owned Alterations and Utility Installations and Trade Fixtures,
which cannot reasonably be repaired in six (6) months or less from the date of the damage or
- destruction. Lessor shall notify Lessee in writing within thirty (30) days from the date of the
damage or destruction as to whether or not the damage is Partial or Total.

(€) “Insured Loss" shall mean damage or destruction to improvements on
the Premises, other than Lessee Owned Alterations and Utility installations and Trade Fixtures,
which was caused by an event required to be covered by the insurance described in Paragraph
7.3(a), irrespective of any deductible amounts or coverage limits involved.

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

(e) “Hazardous Substance Condition” shall mean the occurrence or
discovery of a condition involving the presence of, or a contamination by, a Hazardous
Substance as defined in Paragraph 5.2(a), in, on, or under the Premises.

8.2 Insured Loss. If a Premises Partial Damage or Premises Total Destruction that
is an Insured Loss occurs, then Lessor shall, at Lessor's expense, repair such damage (but not
Lessee’s Trade Fixtures or Lessee Owned Alterations and Utility Installations) as soon as
reasonably possible and this Lease shall continue in full force and effect; except (a) Lessee
shall, at Lessor's election, make the repair of any damage or destruction the total cost to repair
of which is $10,000 or less, and, in such event, Lessor shall make any applicable insurance
proceeds available to Lessee on a reasonable basis for that purpose, and (b) if Premises Total
Destruction occurs during the last three (3) years of the term of this Lease, as extended or
renewed, Lessor and Lessee shall each have the right to terminate this Lease by giving written
notice of termination to the other party within sixty (60) days after the date of Premises Total
Destruction. Notwithstanding the foregoing, if the required insurance was not in force or the
insurance proceeds are not sufficient to effect such repair, the Lessee shall promptly contribute
the shortage in proceeds (including any deductible amount, which is Lessee’s responsibility) as
and when required to complete said repairs. In the event, however, such shortage was due to
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the fact that, by reason of the. unique nature of the improvements, full replacement cost
insurance coverage was not commercially reasonable and available, Lessor shall have no
obligation to pay for the shortage in insurance proceeds or to fully restore the unique aspects of
the Premises unless Lessee provides Lessor with the funds to cover same, or adequate
assurance thereof, within ten (10) days following receipt of written notice of such shortage and
request therefore. If Lessor receives said funds or adequate assurance thereof within said ten
{(10) day period, the party responsible for making the repairs shall complete them as soon as
reasonably possible and this Lease shall remain in full force and effect. If such funds or
assurance are not received, Lessor may nevertheless elect by written notice to Lessee within
ten (10) days thereafter to: (i) make such restoration and repair as is commercially reasonable
with Lessor paying any shortage in proceeds, in which case this Lease shall remain in full force
and effect; or (ii) have this Lease terminate thirty (30) days thereafter. Lessee shall not be
entitled to reimbursement of any funds contributed by Lessee to repair any such damage or
destruction. Rent shall be abated to the extent Lessee’s use of the Premises is impaired during
the period required for the repair of the Premises under this Paragraph, but only after the first
180 days of such impairment.

8.3 Uninsured Loss. If a Premises Partial Damage or Premises Total Destruction
that is not an insured Loss occurs, unless caused by a negligent or willful act of Lessor (in which
event Lessor shall make the repairs or rebuild at Lessor's expense), Lessee shall, at Lessee's
sole cost and expense, repair such damage or rebuild, as applicable, as soon as reasonably
possible. If Lessee fails to commence and pursue such repairs or rebuilding to completion with
a reasonable period of time, Lessor shall have the right and option to terminate this Lease on
thirty (30) days' notice to Lessee and such other rights as are provided for breach of this Lease.
To the extent that Premises Partial Damage or Premises Total Destruction occurs which is not
an Insured Loss, the risk shall be born by Lessee, unless the uninsured Loss is caused by the
negligence or intentional act of Lessor. The foregoing sentence shall not limit Lessee's
insurance obligations, as set forth in this Lease. Rent shall be abated to the extent Lessee's
use of the Premises is impaired during the period required for the repairs to or rebuilding of the
Premises under this Paragraph, but only after the first 180 days of such impairment.

84  Damage Near End of Term. If at any time during the last six (6) months of this
Lease there is damage for which the cost to repair exceeds one (1) month's Base Rent, whether
or not an Insured Loss, Lessor may terminate this Lease effective sixty (60) days following the
date of occurrence of such damage by giving a written termination notice to Lessee within thirty
(30) days after the date of occurrence of such damage. Notwithstanding the foregoing, if
Lessee at that time has an exercisable option to extend this Lease or to purchase the Premises,
then Lessee may preserve this Lease by, {a) exercising such option and (b) providing Lessor
with any shortage in insurance proceeds (or adequate assurance thereof) needed to make the
repairs on or before the earlier of (i} the date which is ten days after Lessee’s receipt of Lessor's
written notice purporting to terminate this Lease, or (ii) the day prior to the date upon which such
option expires. If Lessee duly exercises such option during such period and provides Lessor
with funds (or adequate assurance thereof) to cover any shortage in insurance proceeds,
Lessor shall, at Lessor's commercially reasonable expense, repair such damage as soon as
reasonably possible and this Lease shall continue in full force and effect. If Lessee fails to
exercise such option and provide such funds or assurance during such period, then this Lease
shall terminate on the date specified in the termination notice and Lessee’s option shall be
extinguished.
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8.5 Abatement of Rent; Lessee’s Remedies.

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

(b) Remedies. If Lessor shall be obligated to repair or restore the Premises
and does not commence, in a substantial and meaningful way, such repair or restoration within
ninety (90) days after such obligation shall accrue, Lessee may, at any time prior to the
commencement of such repair or restoration, give written notice to Lessor and to any Lenders of
which Lessee has actual notice, of Lessee’s election to terminate this Lease on a date not less
than sixty (60) days following the giving of such notice. If Lessee gives such notice and such
repair or restoration is not commenced within thirty (30) days thereafter, this Lease shall
terminate as of the date specified in said notice. If the repair or restoration is commenced within
said thirty (30) days, this Lease shall continue in full force and effect. ‘“Commence” shall mean
the beginning of the actuat work on the Premises.

8.6 Termination-Advance Payments. Upon termination of this Lease pursuant to
Paragraph 8, an equitable adjustment shall be made concemning advance Base Rent and any
other advance payments made by Lessee to Lessor.

8.7 Walive Statutes. Lessor and Lessee agree that the terms of this Lease shall
govern the effect of any damage to or destruction of the Premises with respect to the
termination of this Lease and hereby waive the provisions of any present or future statute to the
extent inconsistent herewith.

9. Real Property Taxes.

9.1 Definition of "Real Property Taxes.” As used herein, the term “Real Property
Taxes” shall include any form of assessment; real estate, general, special, ordinary or
extraordinary, or rental levy or tax (other than inheritance, personal income or estate taxes):
improvement bond; and/or license fee imposed upon or ievied against any legal or equitable
interest of Lessor in the Premises, Lessor's right to other income there from, and/or Lessor's
- business of leasing, by any authority having the direct or indirect power to tax and where the
funds are generated with reference to the Building address and where the proceeds so
generated are to be applied by the city, county or other local taxing authority of a jurisdiction
within which the Premises are located. The term “Real Property Taxes” shall also include any
tax, fee, levy, assessment or charge, or any increase therein, imposed by reason of events
occurring during the term of this Lease, including but not limited to, a change in the ownership of
the Premises.

9.2  Payment of Taxes. Lessor shall pay directly the Real Property Taxes applicable
to the Premises during the term of this Lease. Lessee will reimburse Lessor for Lessee's
portion of section 9.1 Real Property Taxes which relate to the leased Premises. Payments to
reimburse Lessor shall be made within thirty (30) days of receipt of request for reimbursement
from Lessor and if not timely paid, said amounts shall bear interest as provided in Paragraph
12.5. If any such taxes shall cover any period of time prior to or after the expiration or
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termination of this Lease, Lessee's share of such taxes shall be prorated to cover only that
portion of the tax bill applicable to the period that this Lease is in effect, and Lessor shall
reimburse Lessee for any overpayment.

(a) Advance Payment. In the event Lessee incurs a late charge on any
Rent payment, Lessor may, at Lessor’s option, estimate the current Real Property Taxes, and
require that such taxes be paid in advance to Lessor by Lessee, either: (i) in a lump sum
amount equal to the installment due, at least twenty (20) days prior to the applicable
delinquency date, or (ii) monthly in advance with the payment of the Base Rent. If Lessor elects
to require payment monthly in advance, the monthly payment shall be an amount equal to the
amount of the estimated installment of taxes divided by the number of months remaining before
the month in which said installment becomes delinquent. When the actual amount of the
applicable tax bill is known, the amount of such equal monthly advance payments shall be
adjusted as required to provide the funds needed to pay the applicable taxes. If the amount
collected by Lessor is insufficient to pay such Real Property Taxes when due, Lessee shall pay
Lessor, upon demand, such additional sums as are necessary to pay such obligations. All
moneys paid to Lessor under this Paragraph may be intermingled with other moneys of Lessor
and shall not bear interest. In the event of a Breach by Lessee in the performance of its
obligations under this Lease, then any balance of funds paid to Lessor under the provisions of
this Paragraph may at the option of Lessor, be treated as an additional Security Deposit.

9.3 Joint Assessment. If the Premises are not separately assessed, Lessee's
liability shall be an equitable proportion of the Real Property Taxes for all of the land and
improvements included within the tax parcel assessed, such proportion to be conclusively
determined by Lessor from the respective valuations assigned in the assessor's work sheets or
such other information as may be reasonably available.

9.4 Personal Property Taxes. Lessee-shall pay directly, prior to delinquency, all
taxes assessed against and levied upon Lessee Owned Alterations, Utility Installations, Trade
Fixtures, furnishings, equipment and all personal property of Lessee. When possible, Lessee
shall cause such property to be assessed and billed separately from the real property of Lessor.
If any of Lessee’s said personal property shall be assessed with Lessor's real property, Lessee
shall pay Lessor the taxes attributable to Lessee’s property within ten (10) days after receipt of a
written statement.

10. Utilities. Lessee shall pay for all water, gas, heat, light, power, telephone, trash
disposal and other utilities and services supplied to Lessee’s portion 'of the Premises, together
with any taxes thereon.

11. Assignment and Subletting.
11.1 Lessor’s Consent Required.

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

(b) An assignment or subletting without consent shall be a Default curable

after notice per Paragraph 12.1(c). Lessee's remedy for any breach of Paragraph 12.1 by
Lessor shall be limited to compensatory damages and/or injunctive relief.
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11.2 Terms and Conditions Applicable to Assignment and Subletting.

(a) Regardless of Lessor's consent, any assignment or subletting shall not:
(i) be effective without the express written assumption by such assignee or sublessee of the
obligations of Lessee under this Lease, (ii) release Lessee of any obligations hereunder, or (iii)
alter the primary liability of Lessee for the payment of Rent or for the performance of any. other
obligations to be performed by Lessee.

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

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

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

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

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

(9) Any rent or bonus collected by Lessee from any subletting or assignment
in excess of the Rent then payable by Lessee hereunder, less the costs and expenses directly
incurred by Lessee in connection with the subletting or assignment of thirty percent (30%) or
more of Lessee's Premises, including brokerage commissions, renovations, tenant improvement
allowances, etc., shall be promptly remitted by Lessee to Lessor, and shall constitute Lessor's
property.

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

(a) Lessee hereby assigns and transfers to Lessor all of Lessee’s interest in
all Rent payable on any sublease, and Lessor may collect such Rent and apply same toward
Lessee’s obligations under this Lease; provided, however, that until a Breach shall occur in the

Zion Marketplace Lease - 8/28/01 -15-



performance of Lessee's obligations, Lessee may collect said Rent. Lessor shall not, by reason
of the foregoing or any assignment of such sublease, nor by reason of the collection of Rent, be
deemed liable to the sublessee for any failure of Lessee to perform and comply with any of
Lessee's obligations to such sublessee. Lessee hereby irrevocably authorizes and directs any
such sublessee, upon receipt of a written notice from Lessor stating that a Breach exists in the
performance of Lessee’s obligations under this Lease, to pay to Lessor all Rent due and to
become due under the sublease. Sublessee shall rely upon any such notice from Lessor and
shall pay all Rents to Lessor without any obligation or right to inquire as to whether such Breach
exists, notwithstanding any claim from Lessee to the contrary.

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

{¢)  Any matter requiring the consent of the sublessor under a sublease shall
also require the consent of Lessor.

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

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

12. Default; Breach; Remedies.

12,1 Default; Breach. A “Default’ is defined as a failure by the Lessee to comply
with or perform any of the terms, covenants, conditions or rules under this Lease. A “Breach” is
defined as the occurrence of one or more of the following Defaults, and the failure of Lessee to
cure such Default within any applicable grace period:

(a) The vacating of the Premises without providing a commercially
reasonable level of security, or where the coverage of the property insurance described in
Paragraph 8.3 is jeopardized as a result thereof, or without providing reasonable assurances to
minimize potential vandalism.

(b) = The failure of Lessee to make any payment of Rent required to be made
by Lessee hereunder, whether to Lessor or to a third party, when due, to provide reasonable
evidence of insurance or surety bond, or to fulfill any obligation under this Lease which
endangers or threatens life or property, where such failure continues for a period of five (5)
business days following Lessee's receipt of written notice.

(c) The failure by Lessee to provide (i) reasonable written evidence of
compliance with Applicable Requirements, (i) the rescission of an unauthorized assignment or
subletting, (iii) a Estoppel Certificate, (iv) a requested subordination, or (v) evidence concerning
any guaranty and/or Guarantor, where any such failure continues for a period of ten (10)
business days following Lessee's receipt of written notice.
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(d) A Default by Lessee as to the terms, covenants, conditions or provisions
of this Lease, other than those described in subparagraphs 13.1(a), (b) or (c), above, where
such Default continues for a period of thirty (30) days after written notice; provided, however,
that if the nature of Lessee's Default is such that more than thirty (30) days are reasonably
required for its cure, then it shall not be deemed to be a Breach if Lessee commences such cure
within said thirty (30) day period and thereafter diligently prosecutes such cure to completion.,

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

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

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

12.2 Remedies. If Lessee fails to perform any of its affirnative duties or obligations,
within ten (10) days after written notice (or in case of an emergency, without notice), Lessor
may, at its option, perform such duty or obligation on Lessee’s behalf, including but not limited
to the obtaining of reasonably required bonds, insurance policies, or governmental licenses,
permits or approvals. The reasonable costs and expenses of any such performance by Lessor
shall be due and payable by Lessee upon receipt of invoice therefor. If any check given to
Lessor by Lessee shall not be honored by the bank upon which it is drawn, Lessor, at its option,
may require all future payments to be made by Lessee to be by cashier's check. In the event of
a Breach, Lessor may, with or without further notice or demand, and without limiting Lessor in
the exercise of any right or remedy which Lessor may have by reason of such Breach:

(a) Terminate Lessee’s right to possession of the Premises by any lawfui
means, in which case this Lease shall terminate and Lessee shall immediately surrender
possession to Lessor. In such event Lessor shall be entitied to recover from Lessee: (i) the
unpaid Rent which had been earned at the time of termination; (ii) the worth at the time of award
of the amount by which the unpaid rent which would have been earned after termination until
the time of award exceeds the amount of such rental loss that the Lessee proves could have
been reasonably avoided; (iii) the worth at the time of award of the amount by which the unpaid
rent for the balance of the term after the time of award exceeds the amount of such rental loss
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that the Lessee proves could be reasonably avoided; and (iv) any other amount necessary to
compensate Lessor for all the detriment proximately caused by the Lessee's failure to perform
its obligations under this Lease or which in the ordinary course of things would be iikely to result
therefrom, including but not limited to the cost of recovering possession of the Premises,
expenses of reletting, including necessary renovation and alteration of the Premises,
reasonable attorneys' fees, and that portion of any leasing commission paid by Lessor in
connection with this Lease applicable to the unexpired term of this Lease. The worth at the time
of award of the amount referred to in provision (iii) of the immediately preceding sentence shall
be computed by discounting such amount at the discount rate of the Federal Reserve Bank of
the District within which the Premises are located at the time of award plus one percent (1%).
Efforts by Lessor to mitigate damages caused by Lessee’s Breach of this Lease shall not waive
Lessor’'s right to recover damages under Paragraph 12. If termination of this Lease is cbtained
through the provisional remedy of unlawful detainer, Lessor shall have the right to recover in
such proceeding any unpaid Rent and damages as are recoverable therein, or Lessor may
reserve the right to recover all or any part thereof in a separate suit. If a notice and grace period
required under Paragraph 13.1 was not previously given, a notice to pay rent or quit, or to
perform or quit given to Lessee under the unlawful detainer statute shall also constitute the
notice required by Paragraph 13.1. In such case, the applicable grace period required by
Paragraph 13.1 and the unlawful detainer statute shall run concurrently, and the failure of
Lessee to cure the Default within the greater of the two such grace periods shall constitute both
an unlawful detainer and a Breach of this Lease entitling Lessor to the remedies provided for in
this Lease and/or by said statute.

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

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

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

12.4 Late Charges. Lessee hereby acknowledges that late payment by Lessee of

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

12.5 Interest. Any monetary payment due Lessor hereunder, other than late charges,
not received by Lessor, when due as to scheduled payments (such as Base Rent) or within
thirty (30) days following the date on which it was due for non-scheduled payment, shall bear
interest from the date when due, as to scheduled payments, or the thirty-first (31st) day after it
was due as to non-scheduled payments. The interest (“interest’) charged shall be equal to the
prime rate reported in the Wall Street Journal as published closest prior to the date when due
plus four percent (4%), but shall not be less than ten percent (10%) per annum or exceed the
maximum rate allowed by law. Interest is payable in addition to the potential late charge
provided for in Paragraph 12.4.

12.6 Breach by Lessor.

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

{b) Performance by Lessee on Behaif of Lessor. In the event that neither
Lessor nor Lender cures said breach within thirty (30) days after receipt of said notice, or if
having commenced said cure they do not diligently pursue it to completion, then Lessee may
- elect to cure said breach at Lessee’s expense and offset from Rent an amount equal to the
greater of one month's Base Rent or the Security Deposit, and to pay an excess of such
expense under protest, reserving Lessee's right to reimbursement from Lessor. Lessee shall
document the cost of said cure and supply said documentation to Lessor. ‘

13.  Condemnation. If the Premises or any portion thereof are taken under the power of
eminent domain or sold under the threat of the exercise of said power (collectively
‘Condemnation”), this Lease shall terminate as to the part taken as of the date the condemning
authority takes title or possession, whichever first occurs. If more than ten percent (10%) of any
building portion of the premises, or more than twenty-five percent (25%) of the land area portion
of the premises not occupied by any building, is taken by Condemnation, Lessee may, at
Lessee's option, to be exercised in writing within ten (10) days after Lessor shall have given
Lessee written notice of such taking (cr in the absence of such notice, within ten (10) days after
the condemning authority shall have taken possession) terminate this Lease as of the date the
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condemning authority takes such possession. If Lessee does not terminate this Lease in
accordance with the foregoing, this Lease shall remain in full force and effect as to the portion of
the Premises remaining, except that the Base Rent shali be reduced in proportion to the
reduction in utility of the Premises caused by such Condemnation. Condemnation awards
and/or payments shall be the property of Lessor, whether such award shall be made as
compensation for diminution in value of the leasehold, the value of the part taken, or for
severance damages, provided, however, that to the extent the law permits a separate award to
Lessee for Lessee’s relocation expenses, loss of business goodwill, and/or Trade Fixtures,
Lessee shall be entitled to any such separate compensation obtained by such a separate award
made either by settlement, under threat of Condemnation, or in a court proceeding, so long as
such award to Lessee is separately identified. All Alterations and Utility Installations made to
the Premises by Lessee, for purposes of Condemnation only, shall be considered the property
of the Lessee and Lessee shall be entitled to any and all compensation which is payable
therefore. In the event that this Lease is not terminated by reason of the Condemnation, Lessor
shall repair any damage to the Premises caused by such Condemnation.

14, Brokers/Representation.

The following real estate brokers and brokerage relationships exist in this transaction. CB
Richard Ellis represents Lessor exclusively (Lessor's Broker); IPC Commercial Real Estate
represents Lessee exclusively (Lessee's Broker). Upon execution and delivery of this Lease by
both Parties, Lessor shall pay to the Broker the fee agreed in their separate written agreement.

15. Estoppel Certificates.

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

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

16.  Definition of Lessor. The term “Lessor’ as used herein shall mean the owner or
owners at the time in question of the fee title to the Premises. Upon such transfer or
assignment the prior Lessor shall be relieved of all liability with respect to the obligations and/or
covenants under this Lease thereafter to be performed by the Lessor, provided that the
transferee or assignee agrees to be bound by all such obligations and covenants Subject to the
foregoing, the obligations and/or covenants in this Lease to be performed by the Lessor shall be
binding only upon the Lessor as hereinabove defined. Notwithstanding the above, and subject
to the provisions of Paragraph 20 below, the original Lessor under this Lease, and all
subsequent holders of the Lessor’s interest in this Lease shall remain liable and responsible
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with regard to the potential duties and liabilities of Lessor pertaining to Hazardous Substances
as outlined in Paragraph 6 above.

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

18. Days. Unless otherwise specifically indicated to the contrary, the word “days” as used in
this Lease shall mean and refer to calendar days.

19. Limitation on Liability. Subject to the provisions of Paragraph 17 above, the
obligations of Lesscr under this Lease shall not constitute personal obligations of Lessor, the
individual partners of Lessor or its or their individuail partners, directors, officers or shareholders,
and Lessee shall look to the Premises, and to no other assets of Lessor, for the satisfaction of
any liability of Lessor with respect to this Lease, and shall not seek recourse against the
individual partners of Lessor, or its or their individual partners, directors, officers or
shareholders, or any of their personal assets for such satisfaction.

20. Time of Essence. Time is of the essence with respect to the performance of all
obligations to be performed or observed by the Parties under this Lease.

21. No Prior or Other Agreements. This Lease contains all agreements between the
Parties with respect to any matter mentioned herein, and no other prior or contemporaneous
agreement or understanding shall be effective.

22, Notices.

22,1 Notice Requirements. All notices required or permitted by this Lease shali be in
writing and may be delivered in person (by hand.or by courier) or may be sent by regular,
certified or registered mail or U.S. Postal Service Express Mail, with postage prepaid, or by
facsimile transmission, and shall be deemed sufficiently given if served in a manner specified in
this Paragraph 23. The addresses noted adjacent to a Party's signature on this Lease shall be
that Party's address for delivery or mailing of notices. Either Party may by written notice to the
other specify a different address for notice. A copy of all notices to Lessor shall be concurrently
transmitted to such party or parties at such addresses as Lessor may from time to time
hereafter designate in writing.

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

23. Waivers. No waiver by Lessor of the Default or Breach of any term, covenant or
condition hereof by Lessee, shall be deemed a waiver of any other term, covenant or condition
hereof, or of any subsequent Defauit or Breach by Lessee of the same or of any other term,
covenant or condition hereof. Lessor’s consent to, or approval of, any act shall not be deemed
to render unnecessary the cobtaining of Lessor's consent to, or approval of, any subsequent or
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similar act by Lessee, or be construed as the basis of an estoppel to enforce the provision or
provisions of this Lease requiring such consent. The acceptance of Rent by Lessor shall not be
a waiver of any Default or Breach by Lessee. Any payment by Lessee may be accepted by
Lessor on account of moneys or damages due Lessor, notwithstanding any qualifying
statements or conditions made by Lessee in connection therewith, which such statements
and/or conditions shall be of no force or effect whatsoever unless specifically agreed- to in
writing by Lessor at or before the time of deposit of such payment.

24, Recording. Either Lessor or Lessee shall, upon request of the other, execute,
acknowledge and deliver to the other a short form memorandum of this Lease for recording
purposes. The Party requesting recordation shall be responsible for payment of any fees
applicable thereto.

25. No Right To Holdover. Lessee has no right to retain possession of the Premises or
any part thereof beyond the expiration or termination of this Lease. In the event that Lessee
holds over, then the Base Rent shall be increased to one hundred twenty-five percent (125%) of
the Base Rent applicable during the month immediately preceding the expiration or termination.
Nothing contained herein shall be construed as consent by Lessor to any holding over by
Lessee.

26. Cumulative Remedies. No remedy or election hereunder shall be deemed exclusive
but shall, wherever possible, be cumulative with all other remedies at law or in equity.

27. Covenants and Conditions; Construction of Agreement. All provisions of this Lease
to be observed or performed by Lessee are both covenants and conditions. In construing this
Lease, all headings and titles are for the convenience of the parties only and shall not be
considered a part of this Lease. Whenever required by the context, the singular shall include
the plural and vice versa. This Lease shall not be construed as if prepared by one of the
parties, but rather according to its fair meaning as a whole, as if both parties had prepared it.

28. Binding Effect; Choice of Law. This Lease shall be binding upon the parties, their
heirs, personal representatives, successors and assigns and be governed by the laws of the
State of California. Any litigation between the Parties hereto concerning this Lease shall be
initiated in San Diego County, California.

29. Subordination; Attornment; Non-Disturbance.

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

29.2 Attornment. Subject to the non-disturbance provisions of Paragraph 29.3,
Lessee agrees to attorn to a Lender or any other party who acquires ownership of the Premises
by reason of a foreclosure of a Security Device, and that in the event of such foreclosure, such
new owner shall not: (i) be liable for any act or omission of any prior lessor or with respect to
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events occurring prior to acquisition of ownership; (ii) be subject to any offsets or defenses
which Lessee might have against any prior lessor, or (jii) be bound by prepayment of more than
one (1) month’s rent.

29.3 Non-Disturbance. With respect to Security Devices entered into by Lessor after
the execution of this Lease, Lessee’s subordination of this Lease shall be subject to receiving a
commercially reasonable non-disturbance agreement (a “Non-Disturbance Agreement’) from
the Lender, which Non-Disturbance Agreement provides that Lessee's possession of the
Premises, and this Lease, including any options to extend the term hereof, will not be disturbed
so0 long as Lessee is not in Breach hereof and attorns to the record owner of the Premises.
Within sixty (60) days after the date of this Lease, Lessor shall obtain and deliver to Lessee
commercially reasonable Non-Disturbance Agreements from Lenders with respect to any
preexisting Security Device which is secured by the Premises. The Non-Disturbance
Agreement(s) shall be reasonably satisfactory to Lessee, and shall be recorded with the County
Recorder of San Diego County.

294 Self-Executing. The agreements contained in this Paragraph 29 shall be
effective without the execution of any further documents; provided, however, that, upon written
request from Lessor or a Lender in connection with a sale, financing or refinancing of the
Premises. Lessee and Lessor shall execute such further writings as may be reasonably
required to separately document any subordination, attornment and/or Non-Disturbance
Agreement provided for herein,

30. Attorneys’' Fees. If any Party brings an action or proceeding involving the Premises to
enforce the terms hereof or to declare rights hereunder, the Prevailing Party (as hereafter
defined) in any such proceeding, action, or appeal thereon, shall be entitled to reasonable
attorneys’ fees. Such fees may be awarded in the same suit or recovered in a separate suit,
whether or not such action or proceeding is pursued to decision or judgment. The term,
“Prevailing Party” shall include, without limitation, a Party who substantially obtains or defeats
the relief sought, as the case may be, whether by compromise, settlement, judgment, or the
abandonment by the other Party of its claim or defense. The attorneys’' fees award shall
not be computed in accordance with any court fee schedule, but shall be such as to fully
reimburse all attorneys’ fees reasonably incurred. In addition, Lessor shall be entitied to
attorneys’ fees, costs and expenses incurred in the preparation and service of notices of Default
and consultations in connection therewith, whether or not a legal action is subsequently
commenced in connection with such Default or resulting Breach.

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

32, Consents. Except as otherwise provided herein, wherever in this Lease the consent of
a Party is required to an act by or for the other Party, such consent shall not be unreasonably
withheld or delayed. Lessor's consent to any act, assignment or subletting shall not constitute
an acknowledgment that no Default or Breach by Lessee of this Lease exists, nor shall such
consent be deemed a waiver of any then existing Default or Breach, except as may be
otherwise specifically stated in writing by Lessor at the time of such consent. The failure to
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specify herein any particular condition to Lessor's consent shall not preclude the imposition by
Lessor at the time of consent of such further or other conditions as are then reasonable with
reference to the particular matter for which consent is being given. In the event that either Party
disagrees with any determination made by the other hereunder and reasonably requests the

reasons for such determination, the determining party shall furnish its reasons in wntlng and in
reasonable detail within ten (10} business days following such request.

33. Guarantor.

33.1 Execution. The Guarantor shall execute a guaranty in the form of Exhibit “B"
hereto, :

33.2 Default. It shall constitute a Default of the Lessee if Guarantor fails or refuses,
upon request to provide: (a) evidence of the execution of the guaranty, including the authority of
the party signing on Guarantor's behalf to obligate Guarantor, (b) an Estoppel Certificate, or (c)
written confirmation that the guaranty is still in effect.

34. Quiet Possession. Subject to payment by Lessee of the Rent and performance of all of
the covenants, conditions and provisions on Lessee’s part to be observed and performed under
this Lease, Lessee shall have quiet possession and quiet enjoyment of the Premises during the
term hereof.

35. Security Measures. Lessee hereby acknowledges that the rental payable to Lessor
hereunder does not include the cost of guard service or other security measures, and that
Lessor shali have no obligation whatsoever to provide same. Lessee assumes all responsibility
for the protection of the Premises, Lessee, its agents and invitees and their property from the
acts of third parties.

36. Performance Under Protest. If at any time a dispute shall arise as to any amount or
sum of money to be paid by one Party to the other under the provisions hereof, the Party
against whom the obligation to pay the money is asserted shall have the right to make payment
“‘under protest” and such payment shall not be regarded as a voluntary payment and there shall
survive the right on the part of said Party to institute suit for recovery of such sum. If it shall be
adjudged that there was no legal obligation on the part of said Party to pay such sum or ally part
thereof, said Party shall be entitled to recover such sum or so much thereof as it was not Iegally
required to pay.

37.  Authority. If either Party hereto is a corporation, trust, limited liability company,

‘partnership, or similar entity, each individual executing this Lease on behalf of such entity

represents and warrants that he or she is duly authorized to execute and deliver this Lease on
its behalf. Each party shall, within thirty (30) days after request, deliver to the other party
satisfactory evidence of such authority.

38, Offer. Preparation of this Lease by either Party or their agent and submission of same
to the other Party shall not be deemed an offer to lease to the other Party. This Lease is not
intended to be binding until executed and delivered by all Parties hereto.

39. Amendments. This Lease may be modified only in writing, signed by the Parties in
interest at the time of the modification. Multiple Parties. If more than one person or entity is
named herein as either Lessor or Lessee, such multiple Parties shall have joint and several
responsibility to comply with the terms of this Lease.
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40.  Choice of Law and Forum. The parties agree that all of their respective rights and
obligations under the pursuant to the terms of this Lease shall be governed by California law
and that in the event of any action brought by or against either party to this Lease or by or
against any Guarantor of this Lease, the same shall be filed and prosecuted exclusively in the
state courts of the State of California. The parties hereby waive any right to remove any such
action to the federal courts.

a1, Lease Extensions. Lessee shall have the right, provided Lessee has never been in
defauit of this Lease for the Premises, to extend the Initial Lease Term for two (2) additional five
(5) year terms at fair market value, but in no case less than three percent (3%) more than the
previous year's rate. If Lessee and Lessor are unable to agree on a “fair market” lease rate,
both parties shall split (50%/50%) the cost of a mutually agreed third party appraiser who will
determine a “fair market” lease rate.

42. Tenant Improvements. Lessee will accept the Premises in an “as is” condition and
shall construct its improvements to the Premises using a contractor mutuaily approved by
Lessee and Lessor. All improvements to the Premises shall be submitted as plans initially to be
reasonably approved by Lessor. All tenant improvement costs are the sole responsibility of the
Lessee.

43. Right of First Opportunity. Lessor, provided Lessee has never been in default of this
Lease for the Premises, shall grant Lessee the opportunity to expand into the adjacent portion
of the Premises currently occupied, provided that the adjacent tenant in the Premises vacates
that space prior to the end of their lease. Lessee shall have thirty (30) days from Lessor's
notification to agree to expand into the contiguous space at the current market rent and in no
case less than Lessee’s current rent for its portion of Premises.

44, Parking. Inasmuch as it is Lessee’s right to sublease its portion of the Premises, it is
Lessor's right to reasonably approve or disapprove any sublessee. In particular, Lessor will
disapprove any sublessee that would detrimentally affect the parking of vehicles at the
Premises. The Lessor's parking ratio for leasing the Premises is 3/1,000 (three (3) parking
spaces per 1,000 square feet leased) which is eighty-seven (87) spaces, the location of which
shall be designated by Lessor to not interfere with adjacent tenants’ parking.

45, City Approval. This property is on leased land from the City of San Diego, This lease

- is subject to City approval.
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Esther Belinsky as trustee of the &7nold
Belinsky and Esther Belinsky Trust No. 1

Amold Belinsky as tru?é of the Amold
k

ADDRESS OF LESSOR:

Arnold & Esther Belinsky Trust No. 1
7071 Consolidated Way

San Diego, California 92121

Phone: (858) 549-3800

Fax: (858) 547-1255

LESSEE:

Kyo Hwang and Byung G. Moon, dba:

Zion Marketplace
ﬁ/%? %/éﬂ g

Kyu'Hwang / C /

By: [y jr] — e
Byung G. Moon

ADDRESS OF LESSEE:

8849 Villa La Jolla Drive, Suite 305
La Jolla, CA 92037

Phone:(858) 336-7919

Fax: (858)268-0299
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EXHIBIT “B”
GUARANTY

Kyu Hwang and Byung G. Moon (“Guarantors”), hereby unconditionally guarantees to Arnold
Belinsky and Esther Belinsky as trustees of the Arnold Belinsky and Esther Belinsky Trust No.
1; the payment and performance of the obligations of Byung G. Moon and Kyo Hwang dba:
Zion Marketplace {“Lessee”) under the foregoing Lease, dated August 16, 2001, by and among
Arnold Belinsky and Esther Belinsky as trustees of the Arnold Belinsky and Esther Belinsky
Trust No. 1, ("Lessor’) and Lessee (the “Lease”) at the same and in the manner and in
accordance with the terms of the Lease.

Guarantor covenants and agrees that neither its obligations to make payment in
accordance with the terms of this Guaranty nor any remedy for the enforcement hereof shall be
impaired, modified, changed, released or limited in any manner whatsoever by any impairment,
modification, change, release or limitation of the liability of Lessee, or any remedy for the
enforcement thereof resulting from the operation of any present or future provisions of the
Bankruptcy Reform Act of 1978 or other statute, or from the decision of any court, nor shall any
obligation or remedy for enfercement be impaired, modified, changed, released or limited in any
manner by such event of bankruptcy. In addition, Guarantor waives any right to require the
Lessor to (a) proceed against Lessee, (b) proceed against or exhaust any security held by
Lessor, or {c) pursue any other remedy in the power of the Lessor whatscever. Guarantor
waives all presentments, demands for performance, notices of non-performance, protests,
notices of protest, notices of dishonor, and notices of acceptance of this Guaranty. If it is
necessary to enforce this Guaranty, Guarantor will also be liable for the costs of enforcement,
including attorney’s fees.

Until all of Kyu Hwang and Byung G. Moon dba: Zion Marketplace's or its successors'
cbligations to Lessor have been discharged in full, Guarantor has no right of subrogation
against Zion Marketplace or its successors. Guarantor’s obligations under this Guaranty shall
be binding upon Guarantor's successors.

Kyu Hwang and Byung G. Moon dba: Zion

Marketplace

By: /A/ A7 % ﬂy-af je] =

its: g G, oo
Date: &g/ a/ J /39 feof
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EXHIBIT “C”

LEGAL DESCRIPTION

The land referred to herein is situated in the State of California, County of San Diego, and is
described as follows: '

PARCEL A:

All buildings and improvements situated on Parcel 1 of Parcel Map No. 13058, in the City of
San Diego, County of San Diego, State of California, filed in the office of the County Recorder of
San Diego County, December 19, 1983 as File No. 83-461162 of Official Records, which buildings

are and shall remain real property.

PARCFL B:

Parcel 1 of Parcel Map No. 13058, in the City of San Diego, County of San Diego, State of
California, filed in the office of the County Recorder_of San Diego County, December 19, 1983 as
File No. 83461162 of Official Records, excepting alf buildings and improvements situated thereon.
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AMENDMENT TO LEASE

AMENDMENT TO LEASE (this "Amendment"), dated October _
1996, by and between ARNOLD'’S ACQUISITION CORP., a Delaware
corporation with offices at 7069 Consolidated Way, San Diego,
California 92121 ("Tenant"), and ARNOLD BELINSKY AND ESTHER
BELINSKY AS TRUSTEES OF THE ARNOLD BELINSKY AND ESTHER BELINSKY
TRUST NO. 1., each with an address for notices c¢/o Arnold
Belinsky, Legacy Home Furnishings, 7077 Consolidated Way,

Suite E, San Diego, California 92121 ("Landlord").

WITNESSETH

WHEREAS, Landlord and Arnold’s Furniture Corporation, as
tenant, entered into a lease, dated November 22, 1991, which
lease was assigned by Arnold’s Furniture Corporation to Arnocld’s
Furniture Company, L.P. pursuant to an assignment and assumption
agreement dated June 26, 1992, and further assigned by Arnold’s
Furniture Company, L.P. to Tenant pursuant to an assignment and
assumption of lease dated June ____, 1996 (as so assigned, the
"Lease"), for certain Premises in the San Diego Home Furnishing
Center - Annex in the City of San Diego, County of San Diego and
State of California and as more particularly identified on
Exhibit A-1 attached to the Lease,

WHEREAS, Breuner‘s Home Furnishings Corporation
("Guaxantor") has agreed to guaranty the Lease pursuant to a
Guaranty of even date herewith attached hereto as Exhibit A and
made a part hereof,

WHEREAS, Landlord and Tenant mutually intend and desire to
modify the Lease on the and subject to the terms and conditions
hereinafter set forth.

NOW, THEREFORE, Landlord and Tenant, in consideration of the
foregoing premises and other good and valuable consideration, the
receipt and legal sufficiency of which is hereby acknowledged,
hereby agree as follows:

1. Landlord and Tenant agree that the Lease is hereby
modified and amended as follows:

A. Notwithstanding anything to the contrary contained
in the Lease, including, but not limited to, Article A and
Section 4 of Article C, excepting, however, subsection 4.3,
effective as of May 1, 1996, Tenant’s Minimum Monthly Rent
payable for the periods commencing (a) May 1, 1996 through and
including April 30, 1937 is reduced by twenty percent (20%) and
(b) commencing May 1, 1997 through and including April 30, 1999
is reduced by fifteen percent (15%) upon the express condition
that Tenant shall promptly pay, strictly in accordance with the
Lease provisions, the Tenant’s Minimum Monthly Rent as reduced by
this Amendment. In the event Tenant fails to strictly comply



with the foregoing condition, the rent under the Lease shall be
automatically reinstated to the amount called for by the Lease,
without reduction, but only if Landlord has given Tenant the 15
day default notice provided for in subsection 17.1(a) of the
Lease and Tenant has failed to pay the overdue monthly rental
payment (s) to Landlord during said 15 day period. Any such
notice concerning a failure to pay rent shall be given by return
receipt mail to Tenant with a copy to Tenant'’s counsel. The 15
day notice period shall commence upon mailing. Tenant shall not
have the right to cure more than two (2) defaults in any
consecutive 12 month Lease period. The fifteen percent (15%)
reduction for the period commencing May 1, 1997 through and
including April 30, 199%9 shall be offset up to and not in excess
of the amount of such reduction actually credited to Tenant,
dollar for dollar, by $.50 of each dollar of net income earned by
Tenant for that periocd, as shown on Tenant’s profit and loss
statement for the period, as certified by Tenant’s Chief
Financial Officer. Any additional rent payment required by the
last clause of the preceding sentence shall be paid by Tenant to
Landlord within 90 days following April 30, 19985.

The term of the Lease is extended to December 31,

(w/m{p comisssfoy o Ol Bl ot

. The laws of the State of California shall govern the
valldlty, performance and enforcement of this Amendment. The
invalidity or unenforceability pursuant to applicable law of any
provision of this Amendment shall not affect or impair any other
provision.

3. All negotiations, considerations, representations and
understandings between the parties with respect to the amendment
of the Lease are incorporated in this Amendment. This Amendment
may not be amended, modified, or otherwise changed without the
mutual agreement in writing of the parties hereto.

4. Landlord and Tenant, each mutually covenants, represents
and warrants to the other that it has had no dealings or
communications with any broker or agent in connection with this
Amendment and each covenants and agrees to pay, hold harmless and
indemnify the other from and against any and all cost, expense
(including reasonable attorneys’ fees) or liability for any
compensation, commission or charges to any broker or agent
claiming through the indemnifying party with respect hereto.

5. This Amendment shall be binding upon and inure to the
benefit of the successors, legal representatives, heirs and
assigns of the parties hereto.

6. Capitalized terms not defined herein shall have the
meanings given such terms in the Lease.
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7. Except as expressly modified and amended hereby,
Landlord and Tenant each ratifies, adopts and affirms the Lease,
as previously amended, and acknowledges the same to be in full

force and effect.

IN WITNESS WHERECF, Landlord and Tenant have executed and
delivered this Amendment as of the date first written above.

{bel95026/amendmtl,cln)

TENANT :
ARNOLD’S ACQUISITION CORP.

By:_}amnm&)\
N&me: Joseph Albanese

Title: Executive Vice President

LANDLORD :

ARNOLD BELINSKY, AS TRUSTEE OF THE
ARNOLD BELINSKY AND ESTHER BELINSKY
TRUST NO. 1

ESTHER BELINSKY, AS TRUSTEE OF THE
ARNOLD BELINSKY AND ESTHER BELINSKY
TRUST NO. 1



EXHIBIT A

GUARANTY OF LEASE

FOR VALUE RECEIVED, and in consideration for Arnold Belinsky
and Esther Belinsky as Trustees of The Arnold Belinsky and Esther
Belinsky Trust No. 1, with an address for notices c¢/o Arnold
Belinsky, Legacy Home Furnishings, 7077 Consclidated Way,

Suite E, San Diego, California 952121 ("Landlord") entering into
the Amendment to the Lease with respect to the Lease of the San
Diego Home Furnishing Center - Annex, the undersigned, BREUNER’S
HOME FURNISHINGS CORPORATION, a Delaware corporation having an
office at 7069 Consolidated Way, San Diego, California 92121
("Guarantor"), guarantees to Landlord the full and punctual
performance and observance by Tenant of all terms, covenants
conditions contained in the Lease which are the obligations of
Tenant, including, without limitation, the payment in full of all
Minimum Monthly Rent (as such capitalized term is defined in the
Lease) and all other rents and charges which accrue under the
Lease during the Lease Term (as such capitalized term is defined
in the Lease) and any renewals or extensions thereof that remains
due and owing after the giving of any requisite notice to Tenant
and the expiration of all applicable grace periods under the
Lease. If, at any time, Tenant shall be in breach of any of such
obligations in the Lease, Guarantor shall keep, perform and
cbserve same in place and instead of Tenant.

Guarantor hereby waives all rights to require Landloxd to
proceed against Tenant or against any other predecessor tenant
and/or Guarantor and waives all rights of subrogation and/or
reimbursement against Tenant and/or any other predecessor tenant
or Guarantor until the obligations of Guarantor to Landlord under
this instrument are satisfied in full.

Guarantor further waives all rights and defenses arising out
of an election of remedies by Landlord, even though the election
of remedies has destroyed or impaired guarantor’s rights of
subrogation and/or reimbursement against Tenant or against any
third party liable for the payments to Landlord which are the
subject matter of this Guarantee.

Guarantor further waives and expressly consents to the
following, none of which shall affect, change or discharge the
obligations of Guarantor: i) the granting of any indulgences or
extensions of time or times under the Lease to Tenant; ii) the
giving and delivery of any consent to any Tenant under the Lease;
iii) the waiving by Landlord of any of the terms, covenants or .
conditions contained in the Lease; iv) the acceptance by Landlord
of any security of any kind; v) any renewal or extension of the
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Lease; vi) any assignment, transfer or conveyance by either
Landlord of Tenant of its right, title, interest and estate in
and to the Lease, including any subletting by Tenant; vii) the
giving and delivery of any notice of breach to Tenant with
respect to any breach by Tenant of any terms, covenants, and
conditions contained in the Lease; and viii) any notice of any
further amendment of the Lease. Guarantor hereby expressly
waives all other notices to which Guarantor might otherwise be
entitled in connection with this Guarantee or the Lease or to
which Tenant might be entitled in connection with the Lease.

The liability and obligations of Guarantor hereunder shall
in no way be affected by: 1) the release or discharge of Tenant
in any creditor’s receivership, bankruptcy or other proceeding;
ii) payment limitations or modification of the liability of
Tenant or the estate of Tenant in bankruptcy, or any remedy for
the enforcement of Tenant’s said liability under this Lease,
resulting from the operation of any present or future provision
of the Federal Bankruptcy Act, as amended, or any other statute
or from the decision of any other court; or iii) objection or
disaffirmance of the Lease in any such proceeding; or iv) the
cessation from any cause whatsoever of the liability of Tenant.

No action to enforce or recover upon this Guaranty shall be
construed to be an action for the recovery or enforcement of the
Lease. Guarantor waives any defense, right, privilege or
entitlement it may possess i) to require any action to be
commenced or remedy to be exercised or exhausted as against
Tenant; ii) to require Landlord to reasonably avoid rental loss
and/or mitigate damages by Tenant’s breach under the Lease or to
require Landlord to re-let the Lease premises; iii) to require
Landlord to terminate Tenant’s rights to possession in the event
of a breach by the Tenant rather than permitting Landlord the
right to recover rent as it becomes due, and all other rights of
Landlord under the Lease to continue the same in full force and
effect or to terminate the same.

This Guaranty i) is an absolute Guaranty of payment and
performance, and not of collection; ii)} shall be construed under
the laws of the State of California; iii) shall inure to the
benefit of Landlord and its successors and assigns and shall be
binding upon Guarantor and its successors and assigns.
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If any action is brought by Landlord to enforce any of the
provisions of this Guaranty, Landlord shall have the right to
recover, as part of the costs of suit, his reasonable attorneys’
fees incurred in the prosecution of such action.

GUARANTOR :

BREUNER’S HOME FURNISHINGS
CORPORATION

By:

Name :
Title:
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i ASBIGNMENT AND ASOUMPTION AGRABEMENT

In connection with the forration of Arnold’e Furniture
Company, L.P., a california limited partnership (the
"Partnership"), pursuant to the tarms and conditions of that
certain Agqrasment of Limited Partnership dated as of evon date
herewith by and among Arnold’s rurniture Corporation, a
California corporation ("AFC"), the Brunton Corporation, a
California corporation, and John Comrle, an individual, and
for good and valuable conasideration, tha receipt and
sufficiency of which is hereby acknowledged, AFC hareby
transfers, assigns, conveys and delivers to tha Partnership
all of AFC’s right, title and interest in and to the Assets
(a8 herelnafter defined), subject to any and all liens,
chargeas, optlona, adverses olainma or socurity interests realated
therato, to hold tha same with rights therete unto the
Partnership, its successors and azeigns foraver te ite ang
their own use. The Partnership shall have the benefi+ of, and
AFC’s transfer and aasignment to the Partnership of the Assets
include, all of AFC’s exiating rights and remedies pursuant to
any represantations, warranties, Indemnifications, covenants
or agreements made by any othar party pursuvant to any assigned
contract or leasa, ' g

The Partnexehip hereby assures and agrees to rarform, pay
or otherwise saticfy in accerdance with their terms ag and
when due all of the Obligations. The Partnerehip shall not
Assume nor be liable for any othser obligatione, debts,
contracts or liabjlities of AFC. To tha extent that Arc has a
right on the date hereof to be indemnified or reimburged by an

insurer for any Obligations, cr for costs or expenses incurred

in connection with ther, such Cbligations shall not ba ggssumad
by the Partnership unless the ingurer shall have agread that
this assumpticn will not create any cause of action in the
insurar’s favor against the Partnevship by righte of
subrogation. However, to the extent hat AFC i3 not
ultimately irdemnified or reimbureed for &n Obligation at the
conclusion of any attempts to enforca its righty againgl the
insurer, the Purtnership will asasume and perform, pay or
otherwise satlafy such Obligation.

"AEg6ts" shall mean all of the sssets of AFC &8 of the
cloze of business on the date hereot, including, without
limitation, all cash, accounts recaivable, inventory, prepaiad
8xpenses, equipnent, personalty, tradomarks, contract rights,
leameg and tha goodwill associated with the bueiness of Arc.
"Obligations" ahall maan all the obligatiors (whether accrued,
absolute, contingant or otherwise) of AFC as of the close of
busineaa on tha date hareof, including, without limitation,
all accounts payable, hotes rayable, payroll obligations,
lease obligations, shareholder loans and tax obligations, but
expressly shall not include any federal or state income or
franchiese tax obligations of AFC.
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Notwithatandiny the foregoing, in the event that the
assignnent attompted to be made hereunder ¢f any right, title
cr {nterest {n, to or under any assigned contract or leage
which requires the conssnt to aesignment of a party to such
contract or lease otlier than ArRC (a2 "Congant Contract") would
be ineffectiva 28 betwean AFC and the Partnership without the
Congant of such party, or would eerve as a causa for medify=-
ing, terminating or invalidating such Consent Contract,’ or
would cauge or gerve ar a cauds for the loss, or the modiflca-
tion of the terms, of ownership thereof or the right, title or
interegt therein, then, such Consent Contract ahall be tempo-
rarily excluded from the aforesaid conveyance and assignment;
provided, however, that, in any ouch event, AFC shall, to tha
greatest extent parmittad under the Conssant Contract, hold
such right, title or interest for the exclusive use and
benefit of the Isrtnership and ite euccessore and asaigne
until such consent has been obtained or until, following the
exhauation of all challenges end appoals, lt ig finally deter-
mined that no such consent will be obtained, at which tinme
8Uch right, title or interest shall autonatically and with no
further action or consideration in regpact thareof be excludad
from this Assignmont and Assumption Agreement; and provided
further, that, without further considaration therefor, AFC
shall exacute such other documents, and shall take such other
actione (other than the performance ¢f smervicas or the payment
of money or other valuable considaration), ae shall be
reagonably nacessary to transfer to tha Fartnership the
benefits of such excluded Congsent Contraet, AFC shall
indemnify and hold harmlses the Partnership from ané against
&ny lossea caused by the exclusion 6f a Comsent Contract from
this Assuignment and Assumption Agresuwent. Upon cobtaining such
consent or written notice from AFC to the Partnership so
electing, no further conveyance or assignment shall be
requirad, but such right, title or interest shall
automaticaily and with no furtheyr actien or consideration
therefor bucome fully &and completely vested in the Partnership
by virtue of this Aesignment ang resunption Agreament.,

AFC dous hereby constitute and appoint the Pertnership,
its successors and asepigne the trus and lawful
attorney-in-fact of APC with full pover of gupstitution for it
and {n its name, place and stesd or otherwise Ly or on behaly
of AFC, its succeseorg and assigns and for the benefit of the
Partnorehip, its successors and aesigns, (1) to demand and
receive from time to time any and all moneys, property and
assets, real), perscnal and mixaq, hevroky conveyed and assigned
or interded 5o to be, (ii) to make, exscuta, acknewledge,
awear to and file in the name of AFC and ite successors and
assigne any deedas, assignments, notices, fllings,
applications, registrations and other instruments of further
acaurance and tranefer and ragictration of same, {iil) to give
receipts and releasss {n respect of the gama, (iv) from tince
to time to institule and procacute i{n the name of tha
Partnerehip, or AFC for the henef{t of the Partnership, any
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and all proceedinge at law, in equity or otherwise which tha
Partneruhip, its guccessors and assigns may deen preper in
order to collect, easert, perfect, improve or anforce any
claime, rights, interest or title of any kind in and to the
intangible Assets, (v} to defend and conprorise any and all
actions, suits or proceedings in respect of any of the
intangible Agsets and (vi) to do any and all such acte and
thinge in furtherance of the purposes of thia Asaignment and
Asaumption Agl'esment as the Partnership, ita succeasors’ or
a8signs shall deem advisable. AFC hereby daclares that the
appointuent hereby made and the powars hereby grantad are
coupled with an interest and are and shall be irrevocable and
perpotual and shall not be terminated by any act of AFC or its
successurs or assigns, by the bankruptcy, insolvancy or
dissolution of AFC or any succassor thereto or assign theraof
or otherwise by operation of law.

This Assignment and Aseumption Agreement shall be
conetrued and enforced in accerdance with the laws of the
State of california (without giving sffect to conflict of
laws,)

From time to time after the date of this Assignment and
Assumption Agraement, AFC shall, without further
consideration, execzute and delivar to the Partnsrship such
other {nstruments (in recordable form or ae otherwige
reasonably required) =nd teke such other action zs the
Partnership may reasonanly requaeat t¢ carry out the terme ang
provieions of this Assignment and Assumption Agyreomant,

IN WITNESS WHEREOF, AFC and the Partrerehip have caused

thelr names to be subscribed heraunto as of this 26th day of
June, 1992, by their duly authorized officers,

HRNOID’S FUPNITURE CORPORATION,
a California corporation

. By:

Fred Courla, Prealdent

ARNOULD’S FUPNITURE COMPANY, L.P.,
a Celifornia limited Partnership

Byt

Fred Comrle on behalf of
Arnold’a Furniture
Corporation, the General
Partner
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SIGNMENT AND A MPTION OF LEASE

THIS ASSIGNMENT AND ASSUMPTION OF LEASE (this "Assignment") made as of the
u ay of June, y and between Y, L.P., 2 California limite
\ day of J 1996 by and b ARNOLD'S FURNITURE COMPANY, L. Calif; limited
parmershlp ("Assignor") and ARNOLD'S ACQUISITION CORP., a Delaware corporation (" Assignee").

WITNESSETH:
WHEREAS, Assignor is the current tenant under those certain leases (collectively, the "Leases™)
described on Schedule A attached hereto and made a part hereof, and

WHEREAS, Assignor and Assignee desire that Assignor assign its interest as tenant under the
Leases to Assignee and that Assignee assume all of the obligations of tenant under the Leases.

KNOW THAT Assignor, in consideration of Assignee's assumption of all of the obligations of
Assignor arising on and after the date hereof under the Leases, hereby assigns unto Assignee all of the right, title and
interest of Assignor as tenant in, to and under the Leases.

TO HAVE AND TO HOLD the same unto Assignec on and from the date hereof, for ali of the
remaining term under each of the Leases, subject to the terms, covenants, conditions and provisos therein contained.

This Assignment is made without any representation or warranty whatsocver by Assignor and without
recourse to Assignor, for any cause whatsoever, by Assignee, or by any successor to the interest of Assignee.

In consideration of the assignment provided for hercin, Assignee hereby assumes all of Assignor's
obligations and covenants under the Leases on and afier the date hereof to the end of the term of each of the Leases
and agrees to perform and be bound by all of the terms, covenants and conditions thereof to be performed by Assignor
arising on or after the date hereof, as if Assignee signed the Leases originally as tenant.

IN WITNESS WHEREOQF, the undersigned have exccuted this Assignment as of the day and year
first above written,

ARNOLD'S FURNITURE COMPANY, L.P.
By: Amold's Acquisition Corp., asManaging General

Name:
Title:

By: Amold’s Furniture Corporation. as Operating

Tllle

” /

Narfic: "
Title

105477.1 ote~ Aleyer 90‘*’ Cf’/“‘«//S Corsen 610796
-C‘-"f ..«i—'k lS /(}S_sjgnmdn ‘/




Schedule A

1. Lcase, dared November 22, 1991, for store no. 2, store no. 4 and stors mo. Ain the San
Diego Home Furnishing Center berween. Amold Belinsky and Esther Belinsky, both individually and a5 trustezs of
the Arnold and Esther Belinsky Trusi No. 1, Edward R. Pollak and Joan S. Pollak. as trustees of the Edward R.
Pollak and Joan S Pollak, Trust and Ralph Louis Isensce and Richard [. Singer as exccuters of the Evtate of James
R. Iscnsec, as iessor, and Amold's Fomiture Carparation ("AFC"), as Jessee.

2 Lcasc, datcd November 22, 1991, for store no S and store no. B i the Narth County
Home Furnishing Center between North Connty Home Furnishing Center, as lessor, and AFC, as lessee.

3 Lease, dated Novenber 22, 1991, for suites C-G in the San Dicgo Home Furnishings
Centcs - Annex benween Arnold Belinsky and Esther Belinsky as trustees of the Amold Belinsky and Esther
Belinsky Trust No 1, a8 lessor, and AFC, as lessec.

4. Lease dated March . 1992, for Swite no. 5 in the San Disgo Horne Furnishing Center
between Amold Belinsky and Esther Belinsky, both individually and as trustees of the Amold and Esther Belinsky
Trust No. 1, Edward R. Pollak and Joan S. Pollak, as trustees of the Edward R. Pollak and Joan S. Pollak Trust
and Ralph Louis Iscnsec and Richard I. Singer as execntors of the Estate of James R. Isensee, as lessor, and AFC,
as Jessce. ‘

5. Lease, dated Noveruber 22, 1991, for two warehouses totaling approximatchy 135,941
gquare fest in the Miramar Business Park between Belinsky Manayement Company, Amnold's [nteriors, Inc. and
Amold Beliusky and Esther Belinsky as trustees of the Belinsky Management Combination Retiremenrt Trust, as
Jessor, and AFC, as lessee.

The foregoing leases were assigned by AFC to Amold's Fumiture Company, L.P. pursuant to the
Assignment and Assumption Agreement dated June 26, 1992 between Amold's Fumniture Company, L.P. and
AFC.

ol |



AMENDMENT TO SUBLEASE

That certain Lease covering the San Diego Home Furnishing Center - Annex
by and between Arnold Belinsky and Esther Belinsky, as trustees of the Arnold
Belinsky and Esther Belinsky Trust No. 1 as Landlords ("Sublessor") and
Arnold’s Furniture Corporation as Tenant ("Sublessee") dated November 22, 1991
is hereby amended as of the effective date as follows:

1. Paragraph 15 entitled "Assignment and Sublease” is deleted and the
following provision substituted in 1ieu thereof:

"15. Assignment and Sublease.

15.1 Sublessor Approval. Tenant shall not voluntarily or by
operation of law assign, license, transfer, mortgage or otherwise encumber all
or any part of Tenant's interest in this Lease or in the Premises, and shall
not sublet or license all or any part of the Premises, without the prior
written consent of Landlord in each instance, and any attempted assignment,
transfer, mortgage, encumbrance or subletting without such consent shall be
wholly void. Without in any way Timiting Landlord's right to refuse to give
such consent for any other reason or reasons, Landlord reserves the right to
refuse to give such consent if in Landlord’s sole discretion and opinion the
business of any such proposed assignee, licensee or sublessee is not
consistent with or is incompatible with the businesses then being conducted by
other tenants in the Home Furnishing Center or if the quality of merchandising
operation is or may be in any way adversely affected during the term of the
Lease or the financial worth of the proposed new tenant is less than that of
Tenant executing this Lease or if the proposed assignee, Ticensee or sublessee
would, for any reason, detract from or adversely affect the business of the
other tenants of the Home Furnishing Center.

Notwithstanding the foregoing, Tenant shall have the right to
assign its interest in this Lease or sublease the Premises without the consent
of Landlord either (i) to a transferee of all or substantially all of the
business assets of Tenant or (ii) to an "affiliate” of Tenant (as hereinafter

defined). For purposes hereof, "affiliate” of Tenant shall mean any persaon
directly or indirectly controlling, controlled by or under cemmon control with
Tenant.  For purposes of the preceding sentence, the term "control" means

ownership of not Tess than fifty percent (50%) of the voting stock of all
classes of stock entitied to vote for the election of directors or not less
than fifty percent (50%) of the beneficial interests in any other business
entity, and the term "person" means natural persons, corporations, business
trusts, association, companies, partnerships and joint ventures.

No subletting or assignment, even with the consent of Landlord,
shall relieve Tenant of its obligation to pay the rent and to perform all of
the other obligations to be performed by Tenant hereunder. The acceptance of
rent by Landlord from any other person shall not be deemed to be a waiver by
Landlord of any provisions of this Lease or to be a consent to any assignment,
subletting or other transfer. Consent to one assignment, subletting or other
transfer shall not be deemed to constitute consent to any  subsequent
assignment, subletting or other transfer.

15.2 City of San Diego Approval. Sublessee shall not assign
this Lease or sublet the premises or any part thereof without the prior
written consent of the City of San Diego, hereinafter, "City". An assignment
by operation of law shall automatically terminate this Lease."

2. The following paragraph 11.3 is added to the Lease:

"11.3 Sublessee’s Additional Indemnity. Sublessee shall assume the
defense of, indemnify and save harmless Landlord and the City of San Diego
from all claims, expenses and liability of every nature, directly or
indirectly arising from, or alleged to have arisen from the operations
conducted on the leased premises or from any act or omission of Sublessee, its
agents and invitees. This indemnity shall be in addition to the indemnity
provided in Paragraph 11.1 hereof."

3. Paragraph 12.7 is hereby added to the Sublease as follows:




¢ ¢

"12.7  Sublessee’s Additional Insurance Obligations. Sublessee shall
be insured by an insurance carrier acceptable to the City of San Diego against
loss from public Tiability arising from the use or condition of or operation
conducted on the leased premises. Minimum coverage shall be $1,000,000
COMBINED SINGLE LIMIT LIABILITY. A copy of the policy of insurance shall be
filed with the City of San Diego and shall name "the City of San Diego" as an
additional insured. Said policy shall specify that the policy may not be
terminated, altered or cancelled without 30 days prior written notice to the
City of San Diego by the insurance company. The provisions of this paragraph
12.7 are in addition to al) other insurance obligations of Sublessee herein
provided for."

4. Paragraph 23.7 entitled "Cost of Suit" is deleted and the following
paragraph 23.7 substituted in lieu thereof:

_"23.7 Cost of Suit.

(a) If Tenant or Landlord shall bring any action for any
relief against the other, declaratory or otherwise, arising out of this Lease,
including any suit by Landlord for the recovery of rent or possession of the
Premises, or any arbitration proceeding, the Jlosing party shall pay the
successful party a reasonable sum for attorneys’ fees which shall be deemed to
have accrued on the commencement of such action and such sum shall be paid
whether or not such action is prosecuted to Jjudgment.

(b) Should Landlord, without fault on Landlord’s part, be
made a party to any litigation instituted by Tenant or by any third party
against Tenant, or by or against any person holding under or wusing the
Premises, by license of Tenant, or for the foreclosure of any lien for labor
or material furnished to or for Tenant or any such other person or otherwise
arising out of or resulting from any act or transaction of Tenant or of any
such other person, Tenant covenants to save and hold Landlord harmless from
any Jjudgment rendered against Landlord or the Premises or any part thereof,
and all costs and expenses, including reasonable attorneys’ fees, incurred by
Landlord or in connection with such litigation.

(c) Should it become necessary for Landlord or the City of
San Diego to commence legal proceedings to collect rent, to recover possession
or enforce any other provision of this Lease, Sublessee agrees to pay all
legal costs in connection therewith, including a reasonable sum as attorneys’
fees.  The provisions of this Paragraph 23.7(c) shall be in addition to all
other provisions of Paragraph 23.7 of this Lease.

5. Paragraph 16.4 entitled "Subordination" is hereby added as follows:

- "16.4 Subordination. This Agreement is in effect a Sublease of a
portion of premises covered by that certain Lease Agreement dated June 23,
1986, as amended between the Sublessor herein and the City of San Diego. The
Sublease is subject and subordinate to the covenants and conditions of said
Lease Agreement notwithstanding any provision hereof contrary to or in
conflict with said agreement."

IN WITNESS WHEREOF, Landlord (Sublessor) and Tenant (Sublessee) have
executed this Amendment to Sublease effective. the date and year above
specified.

LANDLORD (Sublessor): /f TENANT (Sublessee):
-7 .
3 /
4/ 7 >y Arnold’s Furniture Corporation
ol [l fof )
‘Arnold Belinsky as Trustée of J::j’ !
the Arnold Belinsky and Esther By Sy e

Belinsky Trust No. 1// Tit] Prosident
itle: Pr

— P
]

Esther Belinsky as Trustee of,
the Arnold Belinsky and Esther
Belinsky Trust No. 1

4854A (04/13/92)
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CONSENT TO SUBLEASE AGREEMENT

The City of San Diego (CITY), as LESSOR under that certain Lease Agreement
(Master Lease) entered into with

RIJO ENTERPRISES (LESSEE), filed in the Office of the City Clerk as
Document 266057;

later assigned to ARNOLD BELINSKY and ESTHER BELINSKY (LESSEE), filed in
the Office of the City Clerk as Document 02482,

hereby consents to that certain Sublease Agreement between the above LESSEE
(SUBLESSOR) and

ARNOLD’S FURNITURE CORPORATION (SUBLESSEE), a California corporation,

. dated November 22, 1991. Said Sublease shall be subordinate to the Master Lease
in all respects. The CITY is merely approving the SUBLESSEE and the proposed
use, and all terms and conditions of the Master Lease shall control and supersede
any inconsistent or contrary provisions in the Sublease. The CITY is not bound
by any term or condition in the Sublease which in any way conflicts with or is
additional to the provisions of the Master Lease.

In addition, this consent is subject to the following conditions: None.

THE CITY OF SAN DIEGO

Dated __// ~/9~ 72 By

ane E. Vickers
Sup€rvising Property Agent

APPROVED AS TO FORM:
JOHN W. WITT, City Attorney

Dated k,\ //Ll7/E3 2 ' By _LJ{:z:§£:2u£jlﬁﬂﬂiéiﬁgé/”—.
K | Deputy

LMF:3w(1)
6-15-92

cc: James L. Spotts, Property Director



LEASE

(SAN DIEGO HOME FURNISHING CENTER--ANNEX)

between

LANDLORD: ARNOLD BELINSKY AND ESTHER BELINSKY, as Trustees of
the Arnold Belinsky and Eather Belinsky Trust No. 1

and

TENANT: ARNOLD’S FURNITURE CORPORATION,
a California corporation
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In consideration of the rents and covenants hereinafter
set forth, Landlord hereby leases to Tenant, and Tenant hereby
rents from Landlord, the following described premises upon the
following terms and conditions:

ARTICLE A
FUNDAMENTAL LEASE PROVISIONS

Leasa Date: November 22, 1991
Suite Numbers: C to G, inclusive of the Bulldingw
*Identified on attached plot plan marked Exhibit A-1

Landlord: ARNOLD BELINSKY and ESTHER BELINSKY, as
Trustees of the Arnold Belinsky and Esther
Belinsky Trust No. 1

Tenant: ARNOLD’S FURNITURE CORPORATION
Tenant’s Trade Name: ARNOLD’S

Use of Premises: ratail sale of furniture and related
uses

Lease Term: Ten (10) Years (from November 22, 1991 to
November 21, 2001 (with four (4) consecutive
five (5) year options to renew at market
rent as set forth 'in Addendum 1 hereto.))

Minimum Monthly Rent: $30,061
(Initial Lease Term)

subject to cost of living adjustment as provided in
Paragraph 4.2 plus Tenant’s prorata share of taxes
and assessments as provided in Paragraph 5 plus
prorata share of insurance premiums as specified in
Paragraph 12 and prorata common area expenses as
provided in Paraqraph 18,

Approximate size! 30,061 asquara faet

Address for Noticaes:
TO LANDLORD: ARNOLD BELINSKY

P.0. Box 9344
Rancho Santa Fe, Ca 92067
COPY TO: Richard I. Singer
SINGER & CRAWFORD, A.P.TC.
2437 Second Avenue, San Diego, CA 92101-1592

TO TENANT: (n18800'S Punsin L3l (@Ahsa o

027 onguebialate Wi
Des Qeoap A Gpr2/
Copy 1o Toell ~v-Maiedles
Roo mertw. ‘j (o Siacn, Guele Goo
(os hQlon, "t seoc7
a@llerntron @ Joas (. (s55¢1 ,éyj .

Initials:
419

Landlord

Tenan;
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Reference . this Article A to Lease’.raqraphs are for
convenience and designate some of the paragraphs where :
referances to the particular Fundamental Lease Provisions
appear. Each reference in the following Lease to any of the
Fundamental Lesase Provisions containad in this Article A shall
be construed to incorporate all of the terms set forth under
each such Fundamental Lease Provision. In the event of any
conflict between any Fundamental lLease Provisien and the
balance ef this Lease, the Fundamental lLease Provision shall
control. ' ‘

NOTE: SEE ADDENDA 1 AND 2 FOR ADDITIONAL FUNDAMENTAL LEASE
PROVISIONS.

ARTICLE B
EXHIBITS

The following drawings and special provisions are
attached hersto as exhibits and made a part of this Leasge:

npn "A-1" - Legal Description and General
site plan of a home furnishing center known as "San Diego Home
Furnishing Center-~Annex" in the City of san Disgo, County of
San Diego, State of California and being located at _4611 Mercury
Street, San Diego, CA 92111 , hereinafter referred to as the
"Home Furnishing Center." sSaid site plan shows, among other
things, the principal improvements which comprise said Home
Furnishing Center.

EXHIBIT “"B" =- Guarantee of Lease.
EXHIBIT "¢" - Tenant’s Certificata.
EXHIBIT "D" = Sign Criteria.
"EY - Common Area Rules and Requlations
EXHIBII_EE& - Exceptions to Landlord’s Represaentations
and Warranties ,
ARTICLE C
LEASE TERMS AND CONDITIONS

1. Eirst Right to Lease

If any of the existing or future tenants of the Home
Furnishing Center occupying premises not covered by this Lease
vacate the pramises occupied by them during the term of this
Lease and Tenant is not then in default, Tenant shall have the
first right to lease such vacated premises. Landlord shall
offer said vacated premises to Tenant by notice in writing to
Tenant specifying the rent and other terms requested by
Landlord. If Tenant elects to exercise this right, Tenant
shall notify Landlord of such election, in writing, within
seven (7) days of Landlord’s notice of the opportunity to
lease the vacated premises. In the event Landlord fails to

Initials:
L
Landlord

Tenant
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receive an elec.an by Tenant to lease the®.acated premises,
Landlord shall thereaftar be free to lease such premiges to
third parties; provided, however, that Landlord shall not
offer to leass such premises to third parties on terms
materially more favorable than those offered to Tenant without
first reoffering the first right to lease said vacated
premises to Tenant on the revised terma.

2. Premiges

2.1 Premijses. Landlord heraby leases to Tenant
and Tenant hereby rents from Landlord thoge certain Premises
(hereinafter referred to as "the Premises") consisting of the
suite numbers identified in Article A (Fundamental Lease
Provisions) situataed in the Home Furnishing Center in the City
of San Diego, County of San biego, State of California,
degcribed on Exhibit "AM and identified on Exhibit "A-1". The
Premises, together with and including other property owned by
Landlord, comprise the Home Furnishing Center (hereinafter
"Home Furnishing Center"). A general site plan of the Home
Furnishing Center, showing among other things, the principal
improvements and/or amenities which comprise ths Home
Furnishing Center is attached herato as Exhibit "A" and a plot
plan designating the suites in the Home Furnishing Center
leased to Tenant is attached hereto as Exhibit "A-1",

Landlord reserves the right to effect such other tenancies in
the Home Furnishing Center as Landlord in the exercise of his
business judgment shall determine to best promote the interest
of the Home Furnishing Center; subject, howaver, to Tenant’s.
approval of such other tenancies, which approval shall not be
unreasonably withheld or delayed; further, provided, however,
that Tenant shall have no right to disapprove renewal or
extensions of the tenancies of existing tenanta in the Home
Furnishing Center. 1In connection with Tenant’s approval of
proposed future tenancies, Tenant shall have the right to
consider whether the business of a proposed Tenant is
consistent or incompatible or directly competitive with
Tenant’s business, or whether it might have an adverse effact
on the busineases then existing in the Home Furnishing Canter.
In the exercise of Tenant’s right to disapprova, it is
expressly understood that there shall not be any other retail
furniture stores in the Home Furnishing Centsr (other than
existing tenants) unless Tenant specifically approves of the
proposed new tenant. Any disagreement between Landlord and
Tenant of the exerclise of Tenant’s right to disapprove of
proposed new tenants shall be resolved by arbitration in
accordance with the provisions of Paragraph 22 hersof. 1In
adjudicating any such dispute the arbitrator shall be required
to apply the standards and criteria specifisd in this
paragraph.

3. Ternm
This Lease shall be for the term specified in the

' Fundamental Lease Provisions, as modified by Addendum 1. The

term of this Lease shall commence on the date specified in the
Fundamental Lease Provisions and Tenant’a obligation to pay
rent shall commence on December 1, 1991. Commencing on
December 1, 1991 and thereafter on the first day of each and
every succeeding month throughout the term of this Lease,
Tenant shall pay the minimum mcenthly rent provided for herein,
in advance, in equal monthly installments.

4. Rent
4.1 Minimum Monthlv Rent. Tenant shall pay
Landlord as minimum monthly rent for the Pramises the sum
specified in the Fundamental Lease Provisions, which sum shall
be paid in advance on the first day of each calendar month
from tha commencement of the tarm and thereafter throughout

the terms of the Lease. All rent to be paid by Tenant to
Landlord shall be in lawful money of tha United States of
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America and sha. be paid without deductic.. or offset except
as expressly permitted herein, and without prior notice or
demand, and at such place or places as deglignated from tima to
time by Landlord.

4.2  cost of Living Adiugtmept. The minimum
monthly rent provided for in Paragraph 4.1 shall be subject to
adjustment at the commencement of the fourth (4th) year of the
;ai? and each year thersafter (the "Adjustment Date") as

ollows: '

The base for computing the adjustment is the
Consumer Price Index ("CPI") - all items, San Diego
Metropolitan Area, published by the United States Department
of Labor, Bureau of Labor Statistics ("Index"), which is
published for the month nearest the date of commencement of
the term ("Beginning Index"). If the index published nearest
the adjustment date ("Extension Index") has increased ovar the
Beginning Index, the minimum menthly rent for the following
year (until the next rent adjustment) shall be set by
multiplying the minimum monthly rent set forth in the
Fundamental Lease Provisions by a fraction, the numerator of
which is the Extension Index and the denominator of which is
the Beginning Index. 1In no case ghall the minimum monthly
rent be less than the minimum monthly rent set forth in the
Fundamental Lease Provisions. On adjustment of the minimum
monthly rent as provided in this Lease, the parties sghall
immediately exascute an amendment to the Lease stating the new
minimum monthly rent.

: 1f the index is changed so that the base year
differs from that used to establish the Baginning Index, the
Index shall be converted in accordance with the conversion
factor published by the United States Daspartment of Labor,
Bureau of Labor Statiastics. If the Index is discontinued or
revised during the term, such cther government index or
computation with which it is replaced shall be used in order
to obtain substantially the same result as would be obtained
if the Index had not been discontinued or revised.

4.3 Interesgt on Unpaid Rent. Rent not paid within
ten (10) days following the data due shall bear interest at
the rate of tan percent (10%) per annum from the date due
until the date paid.

5. Iaxes

5.1 art terast .
In addition to the rent provided for in the Fundamental Lease
Provisions, Tenant shall pay the Landlord, as additional rent,
the amount of taxes and assessments levied and assessed upon
the Premises and the underlying realty and/or upon any
separately taxable possessory interest therein prorated for
any partial years based upon the portion of the taxable year
coverad by the Lease term. Payment shall be made by Tenant to
Landlord in the manner hersinafter provided in this Paragraph
5.1. The term "floor area" as used throughout this Lease
shall be deemed to mean and include all areas for the
exclusive use and occupancy by a tenant of Landlord, measured
from the exterior surface of exterior walls (and from the
extensions thereof, in the case of openings) and from the
center of interior demising partitions, including mezzanines,
warehousing or storage areas, clerical or office areas and
employee areas.

If the Premises and underlying realty are not
separately asaessed, but are part of a larger parcel for
assessment purposes (herelnafter referred to as the "larger

* 8ee Addendum 1 for additional provisions pertaining
to rent adjustment.
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parcell), "taxe:.md assassments levied an. assessed upon the
Premises and the underlying realty and/or upon any separately
taxable possessory interest therein" shall mean a fractional
portion of said taxes and assessments on the larger parcel
(excluding taxes and asseassments on any comnon areas thereon)
the numerator of which shall be the floor area of tha Premises
and the denominator of which shall be the floor area of all
the areas available for exclusive use and occupancy by tenants
of the larger parcel, whether or not actually rented, occcupied
- or open for business. However, an equitable adjustment may be
made for any premises which has outside sales areas or
driveways as an integral part of its business operation. 8uch
portion as adjusted from time to time shall be referred to as
Tenant’s “prorata share". With respect to any assesements
which may be levied against or upon the Premises and thae
underlying realty and/or upen any separately taxabla
possessory interest therein, or which under the laws then in
force may be evidenced by improvement or other bonds, or may
be paid in annual installments, only the amount of such annual
installment (with appropriate proration for any partial year)
and atatutory intereat shall be included within the annual
computation of such taxes and assessments.

_ If at any time during the Lease term under the
laws of tha United States Government, State of Califernia, or
any political subdivision thereof in which the Premises are
situated, a tax or excise on rent or any other tax however
described is levied or assessed by any such political body,
against Landlord on account of rentals payable to Landlord
hareunder, such tax or excise shall be conasidered "taxes
lavied and assessed upon the Premises and the underlying
realty and/or upon any separately taxable possessory intarast
therein" for the purposes of this Paragraph 5.

Notwithstanding the foregoing, the term “taxes
levied and assessed upon the Premises and the underlying
realty and/or upon any separately taxable possessory interest
therein" shall exclude all franchise, estate, inheritance,
value-added, gift, succession, transfer or corporation taxes
of Landlord as wall as any gross receipts, gross rentals, net
income or excess profits tax of Landlord, and excluding
penalties imposed for late payment of any taxes.

: Notwithstanding the foregoing provisions of
Paragraph 5.1, Tenant shall not be required to pay any
increase in taxes or assessments levied or assessed upon the
Premises as a consequence of any "change in ownership" of the
Premises and any underlying realty or any portion thereof, as
such term is defined in any of Sections 60, 61, 64 or 65 of
the California Revenus and Taxation Code during the initial

term of this Leasas.

A. Tenant shall pay to Landlord Tenant's
prorata share of any such taxes and assasements levied and
assessed upon the Premises and the underlying realty and/or
upon any pogsaessory interest therein in the following manner:

(i) Landlord shall pay all taxes and
assessments due on the Premises and the underlying realty
prior to delinquency.

(ii) Landlord shall furnish Tenant a copy
of the relevant tax bills showing the amount of the taxes and
assessments against the Premises, or if the Premises and
underlying realty are not separately assessed, showing the
amount of the taxes and assessments againat the larger parcel
and a computation showing the amount of Tenant’s prorata share
of such taxes and assesgments (the "Tax Notice”). Landlord
shall fairly determine Tenant’s prorata share of such taxes
and assessments based upon the most current tax and other
information available to Landlord, and provided to Tenant.
Any dispute betwseen Landlord and Tenant concerning Tenant’s

LESSOOAB. WP .DI =B



prorata shax'-e c!uch taxes and assessmem. shall be resolved
by arbitration ..n accordance with the provisions of Paragraph
22 hereof. Bafore the later of ten (10) days prior to
delinquency or ten (10} days after Tenant’s receipt of the Tax
Notice, Tenant shall be obligated to sand its prorata share of
such taxes and assessment to Landlord as shown in Landlord’s
computation; and Landlord, within thirty (30) days after
Tenant’s payment, shall be obligated te submit to Tenant proof
of Landlord’s payment of such taxes and assessments. Tenant’s
payment of the amount set forth in the Tax Notice shall not
waive Tenant’s right to arbitratae any disputes in accordance
with Paragraph 22 hareof.

B. Failure of Tenant to pPay any of the taxes
and agsessments required by Tenant to be paid, as provided in
this Paragraph 5.1, shall constitute a default under the terms
hereof in like manner ag failure to pay rental when due,

5.2 t + Tenant sghall pay,
before delinguency, all taxes, assessments, license fees and
public charges levied, assessed or imposed upon or measured by
the value of its business operation, including but not limited
to the furniture, fixtures, leasehold improvements, equipment
and other proparty of Tenant at any time situated on or
installed in the Premisas by Tenant. 1If any time during the
term of this Lease any of the foregoing are assessed aa a part
of the real property of which the Premises are a part, Tenant
shall pay to Landlord prior to delinquency the amount of such
additional taxes as may be levied against said real property
by reason thereof. For the purpese of determining said
amount, figures supplied by the County Assessor as to the
amount so assessed shall be conclusive; provided, that this
shall not prevent Tenant from contasting any such taxasg,
agsesaments and other charges.

5.3 New Taxeg. In addition to rent and other
charges to be paid by Tenant hereunder, Tenant shall reimburse
to Landlord, in the manner provided below, any and all taxes
and assessments payable by Landlord (other than franchisge,
estate, inheritance, value-added, gift, succession, tranafer,
corporation, gross receipts, gross rental, net income and
excess profits taxes) whether or not now customary or within
the contemplation of the parties herato; (a) upon, allocable
to, or measured by the area of the Premises or on the rent
payable hereunder, including without limitation, any gross
income tax or excise tax lavied by the State, any political
subdivision thereof, City or Federal Government with respect
to the receipt of such rent; or (b) upon or with reapect to
the possesaion, leasing, operation, management, maintenance,
altaration, repair, use or occupancy by Tenant of the Premises
or any portion thereof; or (c) upon or with reapect to tha
possession, leasing, operation, management, maintenancae,
alteration, repair, use or scoupancy by Landlord of the larger
parcel of which the Premises are a part, but in such event
Tenant ashall only be responsible for his prorata share thereof
computed in the manner provided in Paragraph 5.1; or (d) upon
this transaction or any document to which Tenant is a party
creating or transferring an interest or an estate in the
Premises.,

In the evant any such new taxes are enacted or
imposed subsequent to the commencement of the term of this
Lease, Landlord shall furnish Tenant with a copy of all
relevant tax bills or returns and a computation showing the
amount of Tenant’s prorata share thereof (the "New Taxes
Notice"). Landlord shall fairly determine Tenant’s prorata
share thereof. Any dispute concerning such taxes or Tenant’s
prorata shares thereof shall be resolved by arbitratioen in
accordance with Paragraph 22 hereof. Tenant shall pay to
Landlord his prorata share thereof before the later of ten
(10) days prior to delinquency or ten (10) days after receipt
of the New Taxes Notice. Tenant’s paymant of the amount sat
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forth in the Nev laxes Notice shall not wa.ve Tenant’'s right
Lo arbitrate any disputes in accordance with Paragraph 22
hereof. Tenant’s prorata sharse of any such new taxes shall be
computed and adjusted in the same manner as real property
taxas also as provided in Paragraph 5.1.

6. Use

6.1 Isa. Tenant shall use the Premises solely for
the purpose and under the trade name, if any, specified in the
Fundamental Lease Provisions. Tenant shall not use or permit
the Premises to be used for any other purpess or purposes or
under any other trade name whatsocever without the prior
written consent of the Landlord.

6.2 Sujtahility. Tenant acknovwledges that, excapt
as provided in this Lease, neither Landlord nor any agent of
Landlord has made any representation or warrant with respect
toe the Premises or with respect to the suitabil¥ty of the
Premises or the Home Furnishing Center for the conduct of
Tenant’s business, nor has Landlord agreed to undertake any
modification, alteration, or improvement to the Premises
except as provided in this Leasge.

A. Landlord hereby represents and warrants to
Tenant that the Home Furnishing Center, including the Premises
and the common arsa improvements, were congtructed and comply
in all material reapects with all laws, ordinances and
regulations applicable thareto, except as disclosed in
Exhibit "F" hereto.

B. Landlord will not do or permit anything to
be done in or about the Premises or the Home Furnishing Center
nor bring or keep anything therein which will in any way
increase the existing rate or affect any fire or other
insurance upon the Premises or any building of which the
Premisas may be a part or any of its contents or any of the
common areas (unless landlord shall pay any increased premium
as a result of such use or acts), or cause a cancellation of
any insurance poliocy covering the Premises or any building of
which the Premises may be a part or any of its contents or any
of the common areas, nor shall Landlord sell or permit te be
kept used or sold in or about the Home Furnishing Center
including the Premises and the common area any articles which
may be prohibited by a standard form policy of fire insurance.

€. Landlord shall not do or permit anything
to be done in or about the Home PFurnishing Center which will
in any way obstruct or interfere with the rights of Tenant or
use or allow the Home Furnishing Center to be used for any
unlawful purpose, nor shall Landlord cause, maintain or permit
any nuisance in, on or about the Home Furnishing Center,

6.4 Uses Prohibited

A. Tenant further covenants and agrees that
it will not use or suffer or permit any person or persons to
use the Premises or any part thereof for conducting therein a
second-hand store, auction, distress or fire sale or
bankruptcy or going-out-of-business sala, or for any usa or
purpose in violation of the laws of the United Statas of
Amaerioca or the State of California or the ordinances,
regulations and requirements of the City of San Diego or the
County of San Diego wherein the Premises are situated, or
other lawful authorities, and that during said term the
Premises, and every part thereof, shall be kept by the Tenant
in a c¢lean and wholegome condition, free of any objectionable
noises, odors or nuisances, and that all health and police
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regulations sh,., in all respects and at .l1l times, be fully
complied with by the Tenant,

~ B.  Tenant may not display or sell merchandise
or allow carts, portable signg, devices or any other objects
to ba stored or to remain outszide the defined exterior walls
and permanent doorways of the Premises without Landlord’s
approval in writing in advanca.

C. Tenant shall not do or permit anything to
be done in or about the Premises nor bring or keep anything
therein which will in any way increase the existing rate or
affect any fire or other inaurance upon the Premises or any
building of which the Premisas may be a part or any of its
contents (unless Tenant shall pay any increased premium as a
rasult of such use or actg), or cause a cancellatien of any
insurance policy covering the Premises or any building of
which the Premises may be a part or any of its contents, nor
shall Tenant sell or permit to be kept, used or sold in or
about said Premises any articles which may ba prohibited by a
standard form policy of fire insurance.

D. Tenant shall not do or permit anything to
be done in or about the Premises which will in any way
obstruct or interfere with the rights of other tenants or
occupants of the building of which the Premises may be a part
or any other building in the Home Furnishing Center, or use or
allow the Premigses to be uged for any unlawful purpose, nor
shall Tenant cause, maintain or permit any nuisance in, on or
about the Premises. Tenant shall not commit or suffer to be
committed any waste in or upon the Premises.

E. Tenant shall not use the Premisaes or
permit anything to be done in or about the Premises which will
in any way conflict with any law, statute, ordinance or
governmental rule or regulation or requirement of duly
constituted public authorities now in force or which may
hereinafter be enacted or promulgated.

6.5 Covenants to Opgrata

A. Tenant covenants and agrees that,
continuously and uninterruptedly from and after ita initial
opening for business, and for a period of not less than three
(3) years thersafter, it will operate and conduct within the
Premises the business which it is permitted to operate and
conduct under the provisions hereof, except while the Premises
are untenantable by reason of fire or other casualty or while
Tenant ls remodelling or refurbishing the Premises or is
closed for any other valid business purpose. Tenant agrees
that all trash and rubbish of Tenant shall be depoaited within
receptacles to be emptied and trash removed at its own cost
and expense, '

7. Utilitles Servicey

- Landlord agrees that it will cause to ba made
available to Tenant at the exterior of the Premises facilities
for the delivery to the Premises of water, electricity,
sprinkler mains, and telephones. All such utilities shall be
separately metered if it is reasonably feasible and not
unreasonably costly for Landlord to do so. Otherwiga,
Landlord shall allocate utility costs of the Home Furnishing
Center based on Tenant’s "prorata share" (as defined in
Paragraph 5.1 hereof), as equitably adjusted to take into
account extraordinary utility usage by any tenant of the Home
Furnishing Canter. Tenant agrees to.use such utilitjes with
respect to tha Premisges.

Tenant agrees, at its own expense, to pay for all

water, telephone and electric current and all other similar
utilities used by Tenant on the Premises from and after the
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delivery of po. 188ion thereof by Landlo! subject to the
allocation provisions of the immediately preceding paragraph
to the extent that utilities are not Separately metered,
Landlord shall not be liable in damages or otherwise for any
fallure or interruption of any utility service being furnished
the Premises, and no such failure or interruption shall
entitle Tenant to terminate this Lease.

3. -PRY - > .:.". = ' 2 "I."

A. Repairs by Landlord. Landlord shall keep
in good order, condition and repair the foundations, exterior
walls (excluding the interior surface of exterior walls, floor
coverings, all windows, doors, plate glass and showoasges), any

~concealed plumbing or wiring, canopy, downspouts, gutters and
roof of the Premises, and as hecessary, or when required by
governmental authority, make modifications or replacements
theraof, except that Tenant shall make all such repaire,
modifications or replacements which becomes necessary or
desirable by reason of Tenant’s use of the property or the
negligence of Tenant, its customers, invitees or employees,
unless and to the extent the damage or loss resulting is
covered under any pelicy of insurance of the lLandlord and such
loss or damage is paid to or on behalf of Landlord, pursuwant
to such insurance polioy. 1In the event repairs are required
with respect to any of the matters which Landlord is required
to keep in good order, condition and repair, as specified in
this paragraph, then upon written notice from Tenant to
Landlerd stating the neceasity for such repairs and the nature
of the required repairs, Landlord with reasonable promptnesa
shall make the specified repairs; provided, however, that in
the event Landlord disputes its obligation to make such
repairs or the need for the same, Landlord shall nonetheless
make such repairs but may submit the question of its
obligation to do so to arbitration pursuant to the provision
of Paragraph 22 hereof, and the making of such repairs by
Landlord shall not be deemed a waiver of its right to
arbitrate the dispute. If Landlord fails to commence the
making of the required repairs or the performance of
maintenance Landlord is obligated to do by tha provigiens of
this paragraph within tan (10) days after written notice from
Tenant, Tenant shall have the right (but shall not be
obligated) to cause such repairs to be made or such
maintenance to be performed; and upon demand by Tenant,
Landlord shall be obligated to promptly pay Tenant the
reascnable cost and expense thereof, with interest at the rate
of ten percent (10%) per annum from the date of sach payment
therefor by Tenant, and should Landlord faill to promptly pay
such amount to Tenant, Tenant shall have the right to deduct
and offget that amount from the rent payable under this Lease,
all subject to the parties’ arbitration rights pursuant to
Paragraph 22 hereof. Tenant expressly agrees that the use of
roof areas shall be limited to ingress for maintenance
purposes only, and that said roof areas shall not be used for
storage, inventory, signs or advertising or other similar
uses.

B. i . Tenant shall maintain
and keep in good order, condition and rapair the interior of
the Premises (excluding the structure thereof to the extent
Landlord is responsible therefor pursuant to this Lease) ,
including all heating and electrical equipment, air
conditioning equipment, plumbing, wiring and sprinkler
systems, if any, installed therein, and the improvements and
equipment installed by Tenant in the Premises, and shall
replace all broken glasas, including exterier show windows,
with glass of the same or similar quality. Tenant shall make
all other repairs, whether of a like or different nature,
except those which Landlord is specifically obligated to make
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under the proﬂ. lons of Subparagraph 8.1,, above,
Notwithstanding the foregoing provisions of this paragraph,
Landlord shall make all such repairs, modifications or
replacements which otherwise would have been required to have
been made by Tenant if such repairs, modifications or
replacements become necessary or desirable by reason of
Landlord’es use of the property or the negligence of Landlord
or its invitees ineluding other tenants of the Home Furnishing
Canter, unless and to the extent the damage or loss resulting
is covered under any policy of insurance of the Landlord or
Tenant and such loss or damage is paid to or on behalf of
Tenant, pursuant to such insurance pelicy. Tenant shall
maintain and keep in good order exterior and interior of
Tenant’s stora front.

c. 4 a t « In the
event Tenant fails to maintain the Premises in good ordar,
condition and repair as required by Paragraph 8.1B, Landlord
shall give Tenant notice stating the necessity for such
maintenance and repairs and the hature of the required
maintenance or repairs. Tenant with reasonable promptnaess
shall undertake the specifieq maintenance or make the
spacified repairs; provided, however, that in the avent Tenant
disputes its obligation to undertake such maintenance or make
such repairs or the need for the sama, Tenant shall
nhonetheless undertake such maintenance or make such repairs
but may submit the question of its obligation to do so to
arbitration pursuant to the provisions of Paragraph 22 hereof,
and the undertaking of such maintenance or the making of such
repairs by Tenant shall not be deemed a waiver of its right to
arbitrate the dispute. If Tenant fails to commence the
performance of maintenance or the making of the required
repairs Tenant is required te do pursuant to Paragraph 8.1B
within ten (10) days after written notice from Landlord,
Landlord shall have the right (but shall not be obligated) to
cause such repairs to be made or such maintenance to be
performed; and upon demand by Landlord, Tenant shall be
obligated to promptly pay Landlord the reasgonhable cost and
expense thereof, with interest at the rate of ten percent
(10%) per annum from the date of each payment therefor by
Landlord. Landlord shall usa its best efforts *o minimize any
damage, inconvenience or interfsrence with Tenant’s uae of the
Premiges in making such repairs; provided, however, that
subject to the foregeing provisions of this sentence, Landlord
shall have no liability to Tenant for any damage,
inconvenience, or interference with the use of the Premises by
Tenant ag a result of performing any such work except to the
extent that such damage, inconvenience or interference was
reasonably avoidable and Landlord failed to take appropriate
ateps to avoid the same.

D. o ion . Upon
the expiration or termination of the term, Tenant shall ceage
doing businesa and surrender the Premises to Landlord. Tenant
may remove all trade fixtures, equipment, signs and personal
property from the Premises. Tenant will repair any damage
caused by such removal and will deliver the Premises and any
improvements thereon that Tenant is obligated to repair under
this Lease to Landlord, in the same condition as received,
ordinary wear and tear and damage by earthquake, act of God,
or the elements excepted.

E. c » Notwithstanding any
contrary provision of this Paragraph 8, if any repair or
maintenance for which Landlord is responsible is of an
emergency nature which, if not attended to immediately, will
or might result in injury or damage to persons or property, or
intaerfers with the conduct of Tenant’s business at the
Premiges, then Tenant without prior notice to Landlord may
make such emergency repairs cor perform such maintenance as is
necessary to meat the emergency; and upon demand by Tenant,
Landlord shall be obligated promptly to pay Tenant the
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of ten percent {10%) per annum from the date of payment and,
should Landlord fail te promptly pay the rsasonabile cost and
expensea, plus intarest, Tenant ghall have tha right to deduct
and offset that amount from the rent Payable under the Leasa,

F. e «+ In the event that
during the term hereof any alteration, addition, or change ba
required by law, regulatien, rule, or the requirementg of any
insurance company (as a condition to the iassuance or ‘
continuation of insurance coverage) to be made to the
Premises, or any portion theraof, then and in that event:

(1) If such alteration, addition, or
change be required by reason of the omission er lack of care
or maintenance of portiong of the Premises which Tenant ig by
the terms hersof required to care for and maintain, or is
required by reagon of a change in the manner or mode of use of
the Premises by Tenant, then gaid alteration, addition, or
change shall be made and paid for by Tenant;

(i1) If such alteration, addition, change,
or otherwise be required by reason of the existence or
nonexistence of anything a part of the Premises at the time of
the execution hereof, or by reason of any defect in the
structural portions of the building of which the Premises are
a part, said defect not being caused by the manner or mode of
use of any portion of the Premises, or if such be required asg
to any portion of the Premiges which Landlord has expresgsly
agreed to care for or maintain, then said alteration,
addition, change, or otherwise shall be made and paid tor by
Landlord, :

8.2 Alterations

A. Tenant may, from time to time, make any
interior, non-structural alterationa, additions or
improvements to the Premises. Any other alterations may be
made only with Landlord’s prior written congent, which consent
shall not be unreasonably withheld or delayed. Landlord shall
be informed of any Proposed other alterations at least ten
(10) days in advance of their commencement so that it can post
notices of non-responsibility in accordance with Paragraph 9
below. Any such work dene by Tenant shall be done in a
workmanlike manner without impairing the structural seundness
of the Premises. Landlord shall cooperate, at no cogt to
Landlord, with Tenant in securing the necassary permits and
authority to perform any such work.

B. Any such changes, alterations and
improvements shall be performed and done strictly in
accordance with the laws and ordinances relating thereto. 1In
performing the work of any such alterations, additions or
changes, Tenant shall have the work performed in such a manner
as not to obstruct the access to the Premises of any other
tenant in the Home Furnishing center.

8.3 t £ . Tenant, at Tenant’s
aexpense, may install any neceseary trade fixtures, equipment
and furniture in the Premises. Said trade fixtures, equipment
and furniture shall remain Taenant’s property and may be
removed by Tenant upon expiration of the term of the Leasa.
Tenant shall repair, at Tenant’s sole eXpense, all damage
caused by the installation or removal of trade fixtures,
equipment, furniture or temporary improvements. If Tenant
fails to remove the foragoing items on termination of thig
Lease, Landlord may keep and use them or remove any or all of
them and cause them to be stored or s80ld in accordance with
applicable law. The term "trade fixtures," as used herein,
shall include without limitation remevable wall panels,
removable decorations, mirrors, decorative hardware and
decorative lighting fixtures, area rugs and carpeting,
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merchandisa, s..xs and other personal pro, rty of Tenant
(including but not limited te counters, shelving and
showcaseg) .

B-BnLILb.L.LAmum

Tenant, Landlord may enter the Premises to inspect the same,
to perform Landlord’s maintenance and repairs, to post notices
of non-responsibility (in pPlaces not conspicuous to
customers), to display the Premises to prospective buyers,

Except in emergencies, such entry shall be subject to Tenant’s
reasonable regulation as to time, place and manner. Wnile on
the Premises, Landlord will act so as to minimize interference
with the operations of Tenant and will indemnify Tenant
against liability arising from its activities,

10. Liens

Landlord and Tenant each agree that the party
performing any work on the Premises will pay or cause to be
paid all cogts for such work and will keep the Premises free
and clear of mechanics’ liens on account of such work.
Landlord and Tenant each agree to indemnify and save the other
free and harmless against liability, loss, damage, costs,

attorneys’ fees, and all other axpenses on account of claims
- of lien of laborers or materialmen or others for work
performed or materials or supplies furnished at the request of
such indemnifying party for the Premizes by persons claiming
under such indemnifying party for the work psrformed or
materials or supplies furnished.

If Tenant ghall desire to contesgt any claim of lien,
it shall furnish Landlord reasonably adequata security of the
value or in the amount of the claim, plus estimated costs and
interest, or a bond of a responsible corporate surety in such
amount conditioned on the discharge of the lien. If a final
Judgment establishing the validity or existaence of a lien for
any amount is entered, Tenant shall pay and satisfy the same
at once.

If Tenant sghall be in default in Paying any charge
for which a mechanics’ lien claim and suit to foreclose the
lien has been filad, and shall not have glvan Landlord
security to protect the property and Landlord against such
claim of lien, Landlord may, following ten (10) days notice to
Tenant, if Tenant has not paid such charge or provided such
security, (but ghall not be g0 requirad to) pay the claim and
any coats, and the amount go paid, together with reasonablae
attorneys’ fees incurred in connection therewith, shall be
immediately due and owing from Tenant to Landlord, and Tenant
agrees to and shall pay the same with intsrest at the rats of
ten percent (10%) per annum from the dates of Landlord’s
payments.

Should any claims of lien ba filed against the
Premises or any action affecting the title to such property be
commenced, the party receiving notice of such lien or action
shall forthwith give the other party written notice thereof.

11. Hold Haxmless; Indemnitv

11.1 ! : . Teénant
shall protect and defend, indemnify and hold harmless Landlord
and its authorized representatives from and against any and
all claims arising from Tenant’s uze of the Premises or the
conduct of its business or from any activity, work, or thing
done, permitted or suffered by Tenant in or about the Premises
or the Home Furnishing Center, and shall further protect,
defend, indemnify and hold harmless Landlord and its
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authorized re’ jentatives from and again. . any and all clainsg
arising from any breach or default in the performance of any
obligation on Tenant’s part to be performed under the terme of
this Lease, or arising from any act or negligence of Tenant,
or its authorized representativas, and from and against all
costs, attorneys’ faes, expenses and liabillities incurred in
connection with any such claim or any action or proceeding
brogqht thereon. 1In case any action or proceeding be brought
againat Landlord by reason of any such claim, Tenant upon
notice from Landlord shall defend same at Tenant’s expense by
counsel reasonably satisfactory to Landlord. Tenant agsumes
all risk of damage to property or injury to persons in, upen
or about the Premises from any cause and Tenant hereby waivas
all claims in respect thereof against Landlord except as to
damage or injury caused by Landlord’s or its authorized
representatives’ negligence or willful misconduct.

11.2 ! old } _Inde + Landlord shall
protect and defend, indemnify and hold harmless Tenant from
and against any and all claims arising from any activity, work
or thing done, permittaed or suffered by Landlord in or about
the Home Furnishing Center, and shall further protact, defend,
indemnify and hold harmless Tenant from and against any and
all claims arising from any breach or default in the
performance of any obligation on Landlord’s part to be
performed under the terms of the Lease, or arising from any
act or negligence of Landlord, or its authorizaed
representatives, and from and against all costs, attorneys’
fees, aexpenses and liabilities incurred in connection with any
such claim or any action or proceeding brought thereon. 1In
case any action or proceeding bae brought against Tenant by
reason of any such claim, Landlord upon notice from Tenant
shall defend the same at Landlord’s expense by counsel
reasonably satisfactory to Tenant.

12. Insurance

12.1 Waiver of Subrogation. Landlord and Tenant
hereby waive any rights each may have against the other on
account of any loss or damage occasioned to the Landlord or
Tenant, as the case may be, their reapective property, the
Premisas, or its contents or to other portions of the Home
Furnishing Center, arising from any risk generally coverad by
fire and extended covarage insurance; and the parties each, on
behalf of their respective insurance companies insuring the
property of either Landlord or Tenant againat any such loss,
waive any right of aubrogation that it may have against
Landlord or Tenant, as the case may be. The foregoing waivers
of subrogation shall be oparative only so long as the same ares
available in the State of California and de not invalidate any
such policy. :

12.2 Ingu in d b .
Tenant further covenanta and agrees that from and after the
date of delivery of the Premises from Landlord to Tanant,
Tenant will carry and maintain, at its sole cost and expense,
in-the amounts specified and in the form hereinafter providad
for, the following types of insurance:

A, blj + Bodily injury
liability insurance with limits of not less than One Million
Dollars ($1,000,000.00) per person and Two Million Deollars
($2,000,000.00) per occurrance insuring against any and all
liability of the inaured with respact to said Premises or
arising out of the maintenance, use or occupancy thereof, and
property damage liability insurance with a limit of not less
than Five Hundred Thousand Dollars (8500,000.00) per acecident
or occurrence.

B. - Insurance covering

Tenant’s leasehold improvements, alterations, additions or
improvements permitted under Paragraph 8.2, trade fixtures,
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merchandise ax. Jersonal propefty frbm tPJ to time in, on or
upon the Premisés, in an amount neot less than their ful}l

the classification "Fire and Extended Coverage,” togather with
insurance against sprinkler damage, vandalism and malicious
mischief, Any policy proceeds shall be uged for the repair or
replacement of the property damaged or destroyed unless this
Lease shall cease and terminate under the provisions of
Paragraph 13 hereof,

C. Pollcy Form. All policies of insurance
provided for heraein to be maintained by Landlord shall be
issued by insurance companies, with general policy holders
rating of not less than A and a financial rating of AAA as
rated in the most current available "Best’s" Ingurance
Reports, and qualified to do buginess in the State of
California, and shall be issued in the names of Landlord and
Tenant, which policies shall be for the mutual and joint
benefit and protection of Landlord and Tenant, and executed
copies of such policies of insurance or certificates thereof
shall be delivered to Tenant within ten (10) days after
delivery or possession of the Premigses by Tenant and
thereafter within thirty 130) days prior to the axpiration of
the tarm of each such poliecy. All public liability and
property damage policies shall contain a proviaion that
Tenant, although named as an insured, shall nevertheless be
entitled to recover under said policies for any loss
occasioned to Tenant, its servants, agents and employees by
reason of the negligence of Landlerd. As often as any such
policy shall expire or terminate, renewal or additional
policies shall be procured and maintained by Landlord in like
manner and to like extent. All policies of insurance
delivered to Tenant must contain a provision that the company
writing said policy will give to Tenant twenty (20) days
notice in writing in advance of any cancellation eor lapse or
the effective date of any reduction in the amounts of
insurance. all public liability, property damage and other
cagualty policies shall be written as primary policias, not
coentributing with and not in excess of covarage which Tenant
may carry.

12,3 urance ] ined b d
Landloxd

A. PEroperty Damage. Landlord shall at all
times during the term hereof maintain in effect a policy or
policies of insurance covaering the building of which the
Premises is a part and of the common areas in the Hone
Furnishing Center, in an amount not lass than the full
Yeplacement cost (exclusive of the cost of excavations,
foundations and feootings) from time te time during the term of
this Lease or the amount of such insurance Landlord’s mortgage
lender requires Landlord to maintain, whichever ia the
greater, providing protection against any peril generally
included within the classification "Fire and Extended
Coverage," together with insurance against sprinkler damage,
vandalism and malicious mischief. Tenant agrees to pay
Landlord, as additional rent, during each year or partial year
of the term of this Lease, the cost to Landlord of the
insurance required to be maintained by Landlord on the
Premises undar this Paragraph 12,3 for each such year or
partial ysar. Such additional rent for any partial year of
the term hereto shall be prorated on a time bazig, In tha
avent the cost to the Landlord of the insurance it is required
to maintain on the Premises under this Paragraph 12,3 is not
separately charged to Landlord by its insurance carrier, the
portion of the cost of such insurance applicable to the
Premises shall be Tenant’g prorata share -- that is, that
proportion of such cost which the floor area of the Premises
bears to.the floor area of all the areas available for
exclugive use and occupancy by tenants of the Home Furnishing
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Center covere!.'y such insurance, whethez 2T not actually
occupied and open for business. The term "floor area" ghall
have the meaning set forth in Paragraph 5.1 of the Lease.

B. Rublic Liability Insurance. Landlord
shall at all times during the term hereof maintain in effect a
policy or policies of insurance covering common areas of the
Home Furnishing Center insuring against all risks of injuries
to or deatha of persons on or about the common areag and
damage to property on or about the common areas as follows:
bodily injury liability insurance with limits of not less than
One Millioen Dollars (§$1,000,000) per person and Two Millien
Dollars ($2,000,000) per occurrence insuring against any and
all liability of the insured with regpect to the common area
of the Home Furnishing Center or arising out of the
maintenance, use or occupancy thereof, and property damage
liability insurance with a limit of not less than Five Hundred
Thousand Dollars ($500,000) per accident or occurrence.

c. u e. If Tenant go elects
and coverage is available, Landlord shall provide earthquake
insurance covering the Pramises and the Home Furnishing Center
and Tenant shall pay its prorata share of the premium cost of
the gsame. Any such election by Tenant shall be made in
writing to Landlord and Landlord shall have a reasonable time
arter receipt of notice to procure such pelicy.

D. ‘s P re, Landlord ghall
furnish Tenant a copy of the relevant bills for insurance
premiums for the insurance required to be provided by Landlord
hereunder and a computation showing the amount of Tenant’s
prorata share of such premiums (the "Insurance Notice").
Landlord shall fairly determine Tenant’s prorata share of such
insurance premiums. Any dispute between Landlord and Tenant
concerning such insurance or Tenant’s prorata ghare thereof
shall be resolved by arbitration in accordance with the
provisions of Paragraph 22 hereof. Before the later of thirty
(30) days prior to their due date or thirty (30) days
following receipt of the Insurance Notice, Tenant shall be
obligated to send its prorata share of such insurance premiums
to Landlord as shown in the Insurance Notice, Tenant’s
payment of the amount set forth in the Insurance Notice shall
not waive Tenant’s right to arbitrate any disputes in
accordance with Paragraph 22 hereof.

12.4 e ! n ) ol

ot « Notwithstanding the
foregoing provisions of Paragraph 12.3, Tenant shall have the
option to procure blanket policiee of insurance covering the
insurance obligations of both Taenant under Paragraph 12.2
hereof and Landlord under Paragraph 12.3 hereof and Landlerd
shall reimbursa Tenant for tha amount in excese of Tenant'’s
prorata share of the costs of such insurance. Any such
eleaction shall be made by Tenant not later than ten (10) days
prior to the commencement of the term of thig Lease and
thereafter not later than ten (10) days prior to the
expiration of any sxisting polisy of insurance covering
Tenant’s or Landlord’s insurance obligations hereunder and
written notice of such election shall be given by Tenant to
Landlord along with appropriate avidence documenting the fact
that such insurance coverage hag been procured. In the
absence of such an election by Tenant each of the partieg
ghall be responsible for procuring and maintaining their
respactive insurance obligations heresunder.

12.5 ord’ P . Subject to the
provisions of Paragraph 12.4, Landlerd’s obligations to carry
the insurance provided for herein may be brought within the
coverage of a so-called policy or policies of insurance
carried and maintained by Landlord; provided, however, that
Tenant shall be named as an additional insured thereundear as
its interest may appear and that the coverage afforded by such
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inspect the policies of insurance of randlerd covering risks
upon the Premises for which Policies or copies theraos are not
required to be delivered to Tenant,

. 12.6 Landlord’s Ingyrance Cgats. Nothing herein
contained 1s intended or shall ba construed as precluding

13. Damage or Degtructioen

_ 13.1 » Subjact to the
provisiens of Paragraph 13.3, if at any time during the term
herecf the Premises are destroyed or damaged and either (a)
such damage is not "substantial" as that term is hereinafter
defined, or (b) such damagea was caused by casualty required to
be insured against under Paragraph 12.3, then Landlord shall
promptly repair such damage at Landlord’s expensa and this
Lease ghall continue in full force and effect. 3

13.2 Major Damage. 1If at any time during the term
hereof the Premises are deatroyed or damaged and if auch
damage is "substantial" ag that term iz hereinafter defined,
and if such damage was causad by a casualty not required to be
insured against under Paragraph 12.3, then landlord may at its
option either (a) repair such damage as scon as reasonably
possible at Landlord’s expensa, in which event thig Lease
shall continue in full force and effect, or (b) cancel and
terminate this Lease as of the date of the occurrence of such
damage, by giving Tenant written notice of its elsotion to do
80 within ninety (90) days after thé date of occurrencs of
such damage, In the avent the Landlord exercises the option
brovided in this paragraph to cancel and terminate the Lease,
Tenant shall have sixty (60) days after delivery of Landlord’s
notice to elect to repair such damage at Tanant’s expense, in
which event the Lease shall continue and the rent abated in
the manner provided in Paragraph 13.5, Any such election
shall be made by written notice from Tenant to Landlerd given
within said sixty (60) day period.

13.3 a « If, during the last
eighteen (18) months of the Lease term, there is damage or
destruction, and the estimated cost of repairs would axceed
fifty percent (50%) of tha minimum monthly rent then remaining
to be paid by Tenant for the balance of the Lease term,
Landlord or Tenant shall have the option to terminate the
Lease as of the date of the occurrence by giving written
notice to tha other of its election within thirty (30) days
atter the date of occurrence; however, such provision shall
not apply if (i) Tenant has either Previously exercised its
option to extend the term of the Leasa or (ii) within thirty
(30) days after recaipt of notice from Landlord that it has
elected to terminate the Lease, Tenant exercises ita option to
extend the term, and in either such evant, Landlord shall
rebuild, at Landlord’s expense, and this Lease shall continue
in full force and effect. Landlord shall be obligated to
rebuild, subject, however, to the provisions of Paragraph
13.2.

13.4 a n
genter. If any building or common area in the Home Furnishing
Center is damaged as a result of any casualty and this Lease
is not being terminated pursuant to this Paragraph 13 as a
result of damage to the Premises, Landlord shall promptly, at
No expense to Tenant, do or cause to be done the
reconstruction of the common area and the reconstruction of
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evary damagec.'tilding to a condition s, tantially equivalent
to its conditi.a immediately before the casualty.

13.5 Abatement of Rent

, A. If the Premises are destroyed or damaged
and Landlord repairs or restores them pursuant te the
provisions of thig Paragraph 13, the minimum monthly rent
payable hereunder for the peried during which such damage,
répalr or restoration coentinues shall be abated in proportion

B. 1If Landlord shall be obligated to repair
or restore the Premises under the provisions of this Paragraph

ninety (90) days after such obligation shall accrue, Tenant
may at its option cancel and terminate this Lease asg of the
date of occurrence of such damage by giving Landlord written
notice of ita election to do 80 at any time prior to the
commencement of such repair or restoration,

13.6 Definitions

A. TFor the purposs of this Paragraph 13,
"subgtantial" damage to the Premises shall be deemed to be
damage, the eatimated cost of repair of which exceeds ocne-

fitth (1/5) of the estimated replacement cost of the Premiseg
immediately Preceding the casualty or avent causing such

B. Any dispute between the parties concerning
the estimated cost of repair or the estimated replacement cost
of the Premises immediately preceding the cagualty or event
shall be determined by arbitration in accordance with
Paragraph 22 hereof.

14. gcondemnation

14.1 i st . If the entire
Premises, or so much thereof as to make the balance not
reasonably adequate for thes conduct of Tenant’s businees,
notwithstanding restoration by Landlord as hereinafter
provided, shall be taken under the pover of eminent domain,
this Leage shall automatically terminate as of the date on
which the condemning authority takes title or possession
whichever first eccurs. In addition, if all or a portion of
the common area of the Home Furnigshing Center or all or a
portien of the other buildings in the Home Furnishing Canter
shall be taksn under the power of eminent domain, and {f after
such taking the balance remaining is not reagonably adequate
for the conduct of Tenant’s business, notwithatanding
regstoration by Landlerd as hersinafter provided, this Lease
shall automatically terminate as of the date on which the
condetthing authority takes title or possesaion whichever first
occurs. Further, in the event of any taking, Tenant shall
have the right te elect to terminate the Lease as of the date
on which the condemning authority takes title or possesalion,
whichever first occurs, if, in Tenant’s reagonable judgment,
after the taking the remaining portion of the Premiaes and/or
the Home Furnishing Center, as constructed or reconastructed,
will be unsuitable for the conduct of Tenant’s buginess;
provided, howaver, that the Yeasonableness and good faith of
the Tenant’s determination of suitability shall he subject to
arbitration in the manner provided in Paragraph 23. '

14.2 i - In the avent of any taking
under the power of eminant domain which does not so result in
a termination of this Leage, the minimum monthly rent payable
hereunder shall ke reduced, on an equitable basisa, taking into
account the relative value of the portion of the Premisges
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taken as comp’d to the remaining portio... Other amountg
payable hereunuer based on Tenant’s prorata share shall be

outside sales areag or driveways as an integral part of itg
business operatioen. Landlord shall promptly at its axpense
restore the portign of the Premises not ao taken to as near

subject to any reconatruction requirement, to retain any award
made to it in suech proceeding. It is the intent of this
Paragraph that the parties shall be entitled to receive a
condemnation award to the extent that their respective
interests are depreciated, damaged, destroyed or taken by the
exercise of the right ot c¢ondemnation, taking into
:ggsigeration the terms, rights, provisions and duration of

8 Leasa,

14.4 U h £ am + A sale by
Landlord to any authority having the power of eminent domain,
either under threat of condemnation or while condemnation
proceedings are pending, shall be deemed a taking under the
ggwer of eminent demain for all purposes under this Paragraph

14.5 - ) - A taking of twenty-five
percent (35%) or more of the floor area of the Premises shall
confer upon Tenant the option, to be exercised only within
sixty (60) days after Tenant shall have raceived notice
thereof, to terminate this Lease effective as of the dats of
such taking, upon written notica to Landlord. Failure to
Tenant to exercise such option shall constitute Tenant’s
agreement that tha balance of the Premiseg is reasonably
adeguate for the conduct of Tenant’s businesa, and this Leass
shall remain in effect subject to Paragraph 14.2 heraof.

15. B t b

Tenant shall not voluntarily or by operation of law
assign, license, transfer, mortgage or otherwise encumber all
or any part of Tenant’s interest in thia Lease or in the
Premises, and shall not sublet or license all or any part of
the Premises, without the prior written consent of Landlord in
each instance, and any attemptsd assignment, tranzfer,
mortgage, sncumbrance or subletting without auch congent shall
be wholly veid. Without in any way limiting Landlerd’s right
to refuse to give such consent for any other reason or
reasons, Landlord reserves the right to refuse to giva such
consent if in Landlord’s sole discration and opinion the
business of any such proposed assignee, licensee or sublessae
is not consistent with or ig incompatible with the businesseg
then being conducted by other tenants in tha Home Furnishing
Center or if the quality of merchandising operation is or may
be in any way adversaly affactad during the term of the Leass
or the financial worth of the proposed new tenant is less than
that of Tenant executing this Lease or if the proposed
agsignee, licensee or sublessee would, for any reason, detract
from or adversely affect the buginess of the other tenants of
the Home Furnishing Centsr.

Notwithstanding the foregoing, Tenant shall have the
right to assign its interest in this Lease or subleage the
Premises without the consent of Landlord either (1) to a
transferee of all or substantially all of the businegs assets
of Tenant or (ii) to an "affiliata® of Tenant (as hereinafter
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definad). Fo.uurposes hereof, “affilia." of Tenant shall
mean any perso,, directly or indirectly controlling, controlled:
by or under common control with Tenant. For purposes of the
preceding santence, the ternm "control" means ownership of not
less than fifty percent (50%) of the voting stock of all
classes of stock entitled to vote for the election of
directoras or not lagsgs than fifty percent (50%) of the
beneficial intereastg in any other buginass entity, and the
term "person" means natural persons, corporations, business

trusts, associationg, companias, partnerships and joint
ventures,

No subletting or assignment, even with the consent
of Landlord, shall relieve Tenant of its obligation to pay the
rent and to perform all of the other obligations to be
performed by Tenant hereunder. The acceptanca of rent by
Landlord from any other person shall not be deamed to be a
wavier by Landlord of any provieions of this Leasa or to be a
consent to any assignment, subletting or other transfar.
Consent to one assignment, subletting or other transfer ghall
not be deemed to constitute consent to any subsequent
assignment, subletting or other transfer.

16. g n +

16.1 o Non- ca. The rightg
of Tenant heresunder are and shall be, at the election of the
mortgagea or beaneficiary , subject and subordinate to any
mortgage, deed of trust or other lien resulting from any other
method of financing or refinancing, or other lien as granted
by Landlord, and to the interest of any lessor under any
naster lease or ground lease now or hereaftar in force upon or
with respect to the Premises; providad, however, that Tenant
receives a non-disturbance agreement from any such mortgagea,
beneficiary under a deed of trust, or lessor under a master
lease or ground lease providing that, so long as Tenant is not
in default hereunder, this Lease ghall not be terminated, and
Tenant’s possession of the Premises shall not be disturbed, by

proceeds and rebuilding after cagualty and condemnation shall
supersede any inconsistent provisions in such mortgage, deed
of trust or lease. Landlord shall use its best effortg to

obtain such a non-disturbance agreement from the beneficiary

prior to the commencement of the term of this lLeage. 1If
Landlord is unakle to obtain such non-disturbance agreement
prior to the commencement of the term of this Lease, the
Landlord shall continue to use its best efforts to obhtain such
non-disturbance agreement as soon as possibla thereafter;
Tenant shall have the right (but shall not be obligated so to
do) to record a Request for Notice of default with respact to
any auch deed of trust or mortgage; and, in the event of a
default by Landlord under such deed of trust, mortgage, ground
leaga, master lease or other lien, Tanant shall have the right
(but shall not be obligated mo to do) to cure such default and
all amounts paid or incurred by Tenant in connection
therewith, inecluding without limitation Tenant’s attorneys’
fees and costs, together with interagst at the rate of ten
percent (10%) per annum from the date of each payment by
Tenant, shall be made promptly by Landlord, and should
Landlord fail promptly to pPay such amount to Tenant, Tenant
shall have the right to deduct and offset that amount from the
rent payable under this Lease., If any mortgagee, benaficiary
or lessor elects to have this Leage prior to the lian or
interest of its mortgage, deed of trust, magter lease or
ground leage and gives written notice thereof to Tenant, this
Lease ghall be deemed prior te such mortgage, deed of trust or
leass whethar this lLease is dated prior or subsequent to the
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date of saiq .ttgage, deed of trust or ™ .ase or the date of
recording thex.of, Tenant agrees to execute whatever
documeptation is reasonably required to further effactuate the
Provisions of this Paragraph.

16.2 Quiet Eniovment. Landlord warrants to Tenant
that this instrument, when exacuted and delivared, will
constitutae a binding obligation of Landlord, enforceable in
accordance with ita terms; that the execution of thig
inetrument and performance of all of itg tarms will not
conflict with or result in a breach of any injunetion or
decree or of any agreement binding on Landlord; that (subjact
to conditions created by, or acts of, Tenant) the condition of
the Premises is not now and will not upon commencement of the
term of the Leasa be in violation of any law, ordinance,
order, notice or regulation of any kind except as gpecified in
Exhibit "F" hereto; and that Landlord owns title to its
leasehold interest in the pProperty free and clear of any
liens, claims or encumbrances except thosa set forth in Pirsgt
American Title Insurance Company Preliminary Title Report No.
1033097-20 dated ag of November 12, 1991, and except for that
certaln Revised Agreement among the City of San Diego and
Arnold and Esther Belinsky, Edward Pollak and Joan Pollak and
Richard I. Singer, as Trusteas of the James Isengee. Trust,
recorded against the Premigeg and the underlying realty on
November __ , 1991, Landlord further warrants that if Tenant
shall pay all rent and other sums as provided herein to be
paid by Tenant and shall perform all of the covenants of this
Leasa to be performed by Tenant, than Tanant shall, during the
tarm hereor, freely, peaceably and quietly occupy and enjoy
the full possession of the Premisas, together with all
appurtenances and all other rights and privileges herein
granted, free from molestation or hindrance, lawful or
otherwise, by Landlord or any person claiming an interest in
the Premises by, through or under Landlord,

16.3 Attorpment. 'In the event any proceedings are
brought for the feoreclosure of, or In the event of exercise of
* the power of gale under, any mortgage or deed of truet
encumbering the Pramiges, or any part thereof, or in tha event
of termination of the master lease or ground leasa, if any,
covering the Premises, Tenant ghall, if so requested, attorn
to the purchaser upon such foreclosure or gale, or to the
 grantee under a deed in lieu thereof, or to the laesszor under
any master lease or ground leass, and racognize guch
purchaser, grantee or leasor as the landlord under this Leasge.

mortgagee or other person reasonably requires to further
aeffect the attornment, provided such agreement shall neither
diminish Tenant’s rights, nor increase Tenant’s obligations,
under this Leasge. :

17. Refault: Remedies
17.1 Tepant Evapts of Default. The following are

detau;ts by Tenant:

(a) Tenant’s failure, when required hereunder,
to pay to Landlord any installment of rental or provide any
insurance required herein, or make any other payment that
Tenant has herein agreed to pay to Landlord, 1if such failure
shall continue for fiftaen (15) days after notice of such
failure from Landlord to Tenant;

(b) Tenant’s failure, when required hereunder,
to perform any other obligation of Tenant which is curable it
such failure continues for thirty (30) days after notice from
Landlord to Tenant of such failure; provided that, if such
failure cannot reasonably be cured by the end of such thirty
(30) day period, Tenant shall not ba in default if Tenant
commences reasonable efforts to cure such failure within the

LESS00AB. WP ,O1 ~20=-



thirty (30) d’period and thereafter di.._;ently prosacuteas
8uch curs to c..pletion; or

"~ (c) Tenant’s failure to comply with the teims'
of this Lease if such failure is incurable. Y

(d) Concurrently haerewith Landlord and Tenant
have entared into other leases described and referred to -in
Paragraph 5 of Addendum 1 herato. These other leasesg are
hereinafter refarred to as "Concurrent Leaseg". Subject to
the notica provisions of this Paragraph 17.1, if, following
applicable notice and cure periods provided for in any
Concurrent Lease, Tenant has failed to cure a default pursuant
to such Lease, such default shall be deemed a default under
this Lease and, in such event, Landlord shall hava all of the
rights under this Lease with respect to Tenant and Tenant
shall ba subject to the game disabilities as if Tenant had
defaulted in the identical manner under this Leasge,

Notwithstanding any other proviasions of thig
Paragraph 17, Landlord agrees that if the default complained
of, other than for the payment of monies, is of such a natures
that the same cannot be rectified or cured within the thirty

specified in the written notica relating thereto, then such
default shall be deemed to be rectified or cured if Tenant
within guch peried of thirty (30) days shall have commenced
the rectification and curing theraof and ghall continues

and curing and does so complete the same with the use of such
diligence as aforesaid.

17.2 Remedies. Subject to the provisions of
paragraph 17.1 regarding notica and opportunity to cura,
8hould Tenant at any time be in default hereunder, guch
default shall constitute a breach of this lease, and in
addition to any or all other rights or remedies of Landlord
hersunder and by the law provided, it shall be, at the optioen
of Landlord, without further notice or demand of any kind to

q& Tenant or any other person;
.

' (a) Tha right of Landlord to declare the tarm
hereof ended and to re-anter the Premises and take posseasion
thereof and remove all persons therefrom, and Tenant ghall
have no further claim thereon or thereunder; or

(b) The right of Landlord without declaring
this Lease ended to re-enter the Premises and occupy the whole
Or any part thersof for and on account of Tenant and relet the
Pramises or any part of them to third parties for Tenant’s
account and to collect gaid rent and other rent that may
thereafter become payable. If Landlord elects to rerent the _$¥%
Premiges or any part of them for the benafit of Tenant, then
Tenant shall be liable immediately to Landlord for all costs
Landlord incurs in reletting the Premises including, without *

X limitation, brokers’ commigsion, attorneys’ fees, expenses of
remodeling the Premises required by the reletting and like
cogts. Reletting may be for a period shorter or longer than
the remaining term of this Lease. Tenant shall pay the
Landlord the rent due under this Lease on the dates the rent
is due, less the rent Landlord receives from any reletting.

(¢) The right of Landlord, even though it may
have re-entered the Premisas, to thereafter elect to terminate
this Lease and all of the rights of Tanant in or to the
Premises.

Should Landlord have re-entered the Premises
under the provisions of Saction (b) above, Landlord shall not
be deemad to have terminated thig Laase, or tha liability of
Tenant to pay rent thereafter to accrue, or its liability for
damage under any of the provisions hereof, by any such re-
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entry or by al. action in unlawful detail £, or otherwisa, to
obtain possess.on of the Premises, unless Landlord shall have
notified Tenant in writing that it hag ao elected to terminate
this Lease, and Tenant further covenants that the service by

termination of this Lease. In tha avent of any entry or
taking possesaion of the Premises a8 aforesaid, Landlord ghall
have the right, but not ths obligation, to remave therefrom
all or any part of the personal property located therein and
may place the game in Btorage at a public warehouse at the
@Xpense and risk of the owner or owners thereof.

8hould Landlord elect to terminate this Lease
under the provisions of Sections (a) or (c) above, Landlord
may recover from Tenant as damagas:

(i) The worth at the time of award of\any
unpaid rent which had been earned at the time of such ‘
termination; plus

(1i) The worth at the time of award of the
amount by which the unpaid rent which would have been earned
after termination until the time of award exceeds the amount
of such rental loss Tenant proveg could have bhean reasonably
avolded; plus ‘

(iii) The worth at the time of award of the
amount by which the unpaid rent for the balance of the term
after the time of award exceeds the amount of such rental loss
that Tenant proves could be reasonably avoided; plus

(1lv) Any other amount naecegsary to
compensate Landlord for all the detrimant proximately caused
by Tenant’s failure to perform its obligations under this
Leage or which in the ordinary course of things would be
likely to rasult therefrom, inecluding, but not limited to any
costs or expenses incurred by Landlord in maintaining or
preserving the Pramises after guch default, in preparing the
Premises for reletting to a new tenant, any repairs or
alterations to the Premises for such raletting, leasing
commisgions, or any other costs nacessary or appropriate to
relet the Premiges.

- (v) At Landlord’s election, such other
amounts in additien to or in lieu of the foregoing, ineluding
attorneys’ fees and court costs, necessary to compensate
Landlord for all detriment proximately caused by Tenant'’s
default as may be permitted form time to time by applicable
California law.

As used in Subsections (i) and (ii) above, the
"worth at the time of award" is computed by allewing interest
at the maximum lagal rate. Aas used in Subsection (iii) above,
thae "worth at the time of award" is computed by discounting
such amount at the discount rate of the Federal Reserve Bank
of 8an Francisco at the time of the award plus one percent
(1%).

- For all purposes of this Paragraph 17, the
term "rent" shall be deemed to ba the minimum annual rental
and all other sums required to be paid by Tenant pursuant to
the terms of this Lease. All such sunms, other than the
minimum annual rental, shall be computed on the basis of the
average monthly amount thereof accruing during the immediately
Preceding sixty (60) month period, except that if it becomes
hecessary to compute such rental before such a sixty (60)
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month period t. occurrad then on the ba’: of the average
monthly amount .hereof accruing during such shorter period,

- The remedies given to Landlord in this
Paragraph shall be in addition and supplemental to all other
rights or remedies which Landlord may have under the laws then
in force or elsaewhere in thig Lease, or in aquity, including
the right to injunctive reiiaf or to sgpecific performance.

: The waiver by Landlord of any breach of any
term, covenant or condition herain contained shall not be
deemed to be a wavier of such term, covenant or condition or
any subsequent breach of the same or any other term, covenant
or condition herein contained. The subsequent acceptance of
rent hereunder by Landlord shall not be deemed to pe a waiver
of any preceding breach by Tenant of any term, covenant or
condition of this Lease, other than the failure of Tenant to
pay the particular raental se accepted, regardless of
Landlord’s knowledge of guch pPreceding breach at the time of
acceptance of such rent. No covenant, term, or condition of
this Lease shall be deemed to have been waivad by Landlora,
unless such waiver be in writing by Landlord,

17.3 Landlord Events of Default. The following ara
dafaulte by Landlord:

(a) Landlord’s failure, when required
hersunder, to pay Any sum or provide any insurance that
Landlord is required to pay or provide under this lLease if
such failure continueg for tifteen (15) days after notice of
such fajlure from Tenant to Landlord;

' (b) Landlord’s failure, when regquired
- hereunder, to perform any other obligation of Landlerd if such
fallure continues for thirty (30) days aftar notice from
Tenant to Landlord of such fallure, provided that if such
fallure cannot reasonably be cured by the end of such thirty
(30) day period, Landlord shall not be in default if randlord

(c) Landlord’s fajilure to comply with the
terms of this Lease if such failure is incurable.

If Landlord is in default, Tenant shall have the
right to ail remedies provided by law and equity or elsewhere
in thig Lease, including the right to injunctive relief or to
specific performance. Interest shall accrue after default on
amounts owed by Landlerd to Tenant at the rate of ten percent
(10%) per annum. Tenant shall also have the right to perform
any or all such covenants and agreements relating to the
maintenanca of the Premises or the common areas of the canter
in accordance with Paragraph 8.1 and Paragraph 18.6C herasof.

18, [} as

18.1 aj ty. Landlord shall make available
at all times during the term of this Lease, on the portion of
the Home Furnishing Center designated by Landlord and shown on
Exhibit A-1 as areas for automobile parking and common area
(jointly referred to as "commen areas", as that term is
hereinafter defined) common facilities for the use of all
tenants of the Home Furnishing Center. Tenant shall have the
non-exclusive right during the term of this Leage, to use the
common areas for itself, ite employees, agents, customers,
invitees and licensses.
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land and faci...iea utilized for or ag p..:ing areas, acecessg
and perimeter - sads; truck Passageways (which may be in whola
or ip part subsurface) ; 8ervice corridors ang stairways
Providing access from store Premizes; landscaped areas;
exterior walks, arcades, stairways, elavators, egcalators
and/or ramps; intarior corridors, 6élevators, 8stairs, arcades
and/or balconies; directoery equipment; wagh rooms, comfort
rooms, drinking fountaina, toilets and other public
facilities; and busg stationsg, taxi stands, and the like, but
excluding any portion of the Home Furnishing Center 80
included within the common areas when dasignated by Landlord
Subject to the prior written approval of Tenant for a non-
common use; and, subject to Tenant’a prior written approval,
any portion thereof not therstofora includad within common
areas ghall be included when so designated and improved for
common use,

18.3 lord’ nt c 1. Except asg
otherwise provided herein, all commen areas shall be subject
to the exclusive controel and management of Landlord or such
other persons or nominees as Landlord may have delegated or
assigned to exercise such management or control in whole or in
part, in Landlord’s place and stead, and, subject to the
limitations herein imposed, Landlord and Landlord’s nominees
and asgignees shall have the right te establish, modify, amend
and enforce reasonable rules and regulations with respect to
the common areas. Tenant agrees to abide by and conform with
such rules and regulations; to cause its conceggionaires, and
its and their employees and agents, so to abide and conform;
and to use its begt efforts to causae its customers, invitees
and licensees to so abide and conform. In no event shall
Tenant have the right to sell or solicit in any manner in any
of the common areas without the written approval of Landlord
in advance, Notwithstanding the foregoing, upon at lgast
aixty (60) days’ prior written notice, Tenant shall have the
right to take over the control and management of thae common
areas and exercise all rights of Landlord with respect thereto
for the remaining term of the Lease, and to receive
reimbursement from Landlord for the "Expenses" as hereinafter
defined in excess of Tenant’s prorata share thereof, at the
same times as Landlord would otherwise ba entitled to receive
reimbursement therefor hereunder. 1In the event Tenant alects
to exercise this right, Tenant shall automatically asaume and

A. Landlord shall have the right to close, if
necessary, all or any portion of the common areas to such
extent as may in the opinion of Landlord’s counsel be legally
necessary to prevent a dedication thareof or the accrual of
any rights of any perason or of the pPublic therein; with the
prior written approval of Tenant, to close temporarily all or
any portion of the common areas to discourage non-customer
use; to use portions of the commen areas while engaged in
making additional improvements or repairs or alterationg to
the Home Purnishing Centar; and, subject to Tenant’s prior
written approval, to redesignate, from time to time as non
common area, any portion of the Home Furnishing Centear
previously designated as common area; and to do and parform
8uch other acts in, to, and with respect to, the common areas
as in the use of good buginess judgment Landlord shall
determine to be appropriate for the Home Furnishing Center.

B. Subject to Tenant’s prior written
approval, Landlord shall have the right to increase or raduce
common areas, te rearrange the parking spaces and improvements
on the common areas, and to make such changes therein and
thereto from time to time which in its opinion are deemed to
be desirable and for the best interests of all persons using
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gaid common a.\s; provided, however, ac. .gs to the Premigas
18 not adverse.y affected. '

€. Tenant agrees that it and its
concessionaires and their respectivae officers, agents,
employees, vendors, suppliers and other independant
contractors will ugse such access roads and will Operate trucks
and trallers in dalivering merchandise to and from the

approval, Landlord shall have the right to establish, and fronm
time to tima changa, alter and amend, and to enforce against
the usars or gaid common areas such reasonable rules and

proper and efficient operation and maintenance of said commen —
areas; provideq, however, that all such rules and raqulationg
and other matters affecting the customers and patrons of the
Tenant ghall apply equally and without discrimination to al}l
pergons entitled to the use of gaig common areas. The rules
and requlations may include, without limitation, the heurs
during which the common areas shall be open for use.

' Notwithetanding thae foregoing provisions of
Paragraphs 18.1 and 18.2 and this Paragraph 18.3, Landlord
shall not make any changes in the common areas aftar the
commencement of the term of this Leasgs including, but net
limited to, pParking areas, nor change the Parking arrangements
applicable to the common arsas, without the prior written
approval of Tenant in each instance. No rule with respact to
the common areas, including its use and hours of oparation,
may be changed by Landlord without Tenant’s prior written
approval; the current rules with respact to common areasg are
attached hereto as Exhibit B. Landlord wili change such rules
in accordance with the.reasonable request of Tenant. Landlord
shall not establigh a system for validating parking or '
charging for parking of customers or employees of the Home
Furnishing Center without Tenant’s written approval.

18.4 rk + It is understood that the
employees of Tenant and tha other tenants of Landlord within
the Home PFurnishing Center shall not be permitted to park
their automobiles in the automobile parking areas which may
from time to time be designated for patrons of the Home
Furnishing Center. rLandlord agrees to furnish and/or cause to
be furnished either within said Home Furnishing Center parking
area, or reasonably close thersto, space for employee parking.
Bubject to the provisions of Paragraph 18.3 requiring Tenant
approval, Landlord shall at all times have the right to
designate the particular parking area to be used by any or all
of such employees and any such designation may be changed from
time to time. Tenant and its employees shall park thelr carsg
only in those portions of the parking areas, i{f any,
designated for that purposée by Landlord.

18.5 Intentionally Delested.

18.6 [Prorata charges

A. n "Expne ". Landlord shall
kesp or cause to be kept said common areas in a neat, clean
and orderly condition properly lighted and landscaped and
shall repair any damage to tha facilities thereof, but all
expenses in connection with said ecommon areas shall be charged
and prorated in the manner hereinafter set forth. Subject to
the provisions of Subparagraph 18, 6B hereto, it is understood
and agresed that the phrasa "expenses in connection with gaid
common areas" as used herein shall be construed to include,
but not be limited to, all sumg sexpended in connection with
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said common ar'. tor all general mainta; .ce and repairsg,
resurfacing, p..nting, restriping, cleaning, sweeping and
janitorial 8ervices, maintenance and repalr of sidewalks,
curbs and Home Furnishing Center signs; sprinkler systems,
planting angd landacaping; lighting and other utilitiesg;
directional signs and other markers and bumpers; maintenance
and repair of any fire protection aystems, automatice sprinkler
system, lighting systems, storm drainage gystems, air
conditioning and heating systems and any other utility
systems; personnal to implement such servicas and to police
the common areas; police and tire protaction services; real
and personal property taxes and assassments on the
improvements and land comprising said common areas; any
government impogitions or surcharges imposed on Landlord or
asgessed against the automobile parking area or any other
portion of the common area; all costa and expenses pertaining
to a security alarm gystem for the tenante in the Home
Furnishing Center if such system protacts the Pramises and the
common areas as well as other portions of the Home Furnishing
Center; depreciation on maintenancs and operating machinery
and equipment (if owned) and rental paid for guch machinery
and equipment (if rented); adequata public liability andq
property damage insurance on the common areas (under which
Tenant shall be named as an additional insured); and fire and
extended coverage insurance agqual to the full replacement
value of common area structures. Landlord may, however, causa
any or all of sald services to be provided by an independent
contractor or contractors. Anything to the contrary

. hotwithstanding contained hersinabove, all expenges in
connection with the original construction and installation of
the commen areas shall be at the sola cogt and expense of
Landlord and shall not in any event be charged to Tenant.

B. ) » All expenses in
connection with common areas shall be related to operation and
maintenance of the common areas. Notwithatanding the
provisions of Subparagraph 18.6,A, the term "expenses in
connection with common areas" shall not include the following:
(a) advertising costs, legal fees except with regspact to
disputes pertaining solely to the commen areas, or brokerage
commigsions incurred in connectien with leasing, (b) repairs,
alterations, additions, improvements or replacements made to
rectify or correct any daefect in the design of the commen
areas; (c¢) any improvements, alterations or expenditures of a
capital nature; (d) damage and repairs attributable to
condemnation, fire or other casualty; (e) damage and repairs
covered under any insurance policy carried by Landlord in
connection with the Premises or common areas; (f) damage and
repalrs necesaitated by the negligence or willful misconduct
of Landlord or Landlord’s employees, contractors or agantsa;

(g) Landlord’s expenses for office overhead, professional or
bookkeeping services, salaries of clerical, profeasional and
administrative personnel, and equipment or property not
axclusively used in connection with the maintenance or repair
of common areas; (h) payments under any master lease or ground
lease; (1) payments of pPrincipal, interest, points and fees on
or in connection with any mortgage, deed of trust or other
encumbrance; (j) depreciation; (k) legal fees, accountants’
fees and other expenses incurred in connection with disputes
with tenants or other occupants of the Home Furnishing Center
or assoclatad with the enforcement of any leases or defenae of
Landlord’s title to or interest in the Home Furnishing Center
or any part thereof; (1) costs (including permit, license and
inspection fees) incurred in renovating or otherwise
improving, decorating, painting or altering space for tenants
or other occupants or vacant space in the Home Furnishing
center; (m) costs incurred due to violation by Landlord or any
other tenant in the Home Furnishing Center of the terms and
conditions of any lease or costs or fines arising from
Landlerd’s violation of any governmental rules or authority;
(n) the cost of maintaining or operating any area for trash
storage or truck parking or unlocading unless Tenant shares the
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use of such ar'.with other occupants of .e Home Furnishing
Center; (o) the. costs of correcting any code violations; (p)
co8ts arising from the presence of Hazardous Materials (as
defined in Addendum 2 herecf) in or about the Property, axcept
for those as to which Tenant has gpecific indemnification
obligations hereunder; (gq) claims and liabilities for damage
or injuries to persons or Property; (r) reserves for any
items; and (s) any other expensa which, under generally
accapted accounting principles, would not be coneidered a
normal maintenanca and operating expensa.

c. o) a .
Land}ord shall operate and maintain the common areas in good
condition and repair, with adequate lighting, with all paving
and surface araas in level and smooth condition, with parking
areas therein properly designatad and painted with directional
signs and striping and in a clean condition free from debris
and accumulations of trash. Landlord’s operation of the
common areas shall be in accerdance with rules and regulations
that have been approved by Tenant., Landlord shall promptly
repalr any damage or deterioration to the common areas.
Landlord’s obligations hereunder shall include, but not bes
limited to, the following:

(a) Removal of all papera, debris, dirt
and refuse as often asg necassary from the common areas;

(b) Sweeping up the common areas as often
as necessary; -

(c) Maintenance of all utility systems
and lights in the common areag;

(d) Adequate lighting of the common
areas;

(e) Maintenance, care and replacement of
all irrigation systems and or shrubbery and other landscaping
upon the shopping c¢enter and adjoining parkways; and

(£) Supervision and security in the
common areas.

D. Co re e .
Landlord shall, before the commencement Date and at least
sixty (60) days prior to the beginning of each calendar Year
commencing during the term of the Lease, submit to Tenant a
budget, together with =zuch back-up material as is reasonably
necessary to substantiate the same, of the anticipated common
area expenses for such calendar year. Tenant, within thirty
(30) days of the receipt of the egtimated budget, shall either
approve or disapprove the same. If Tenant does not disapprove
within thirty (30) days, the estimated budget shall be deemed
approved, If Tenant disapproves, it shall set forth in
reasonable detail in writing its grounds for disapproval. 1If
Tenant disapproves any amount for an item, Tenant must,
concurrently with such disapproval, submit to Landlord in
writing an amount which Tenant believes to be appropriate for
such item, and Tenant shall be deemed to have approved the
budget for such item to the extent go specified. Landlord and
Tenant shall then negotiate in good faith to establish a final
approved budget. Any disputes zhall be gettled by arbitration
pursuant to the provisions of Paragraph 22 hereof. Landlord
shall operate, maintain and repair the common areas in
accordance with the final approved budget and shall not
include in common area expenses any expense not included in
the final approved budget without the prior written approval
of Tenant. Landlord shall have the right to make emergancy
repairs to the cemmon area to brevent injury or damage to
persons or property and the reasonable cost thereof shall be a
common arsa expense whether or not theretofors approved by
Tenant, Landlord shall, however, use reasonable efforts to

LESS00AB. WP .01 -27~



inform Tenant .the necessity thersof a:..obtain its consent
thereto, -

. EBE. Ienant’s Share. Subject to the proviasion
of Subparagraph 18.6.D, Tenant ghall pay to Landlord Taenant’s
prorata share of such common ares expenses in the following
nanner:

provided, Tenant shall pay Landlord on the first day of each
calendar menth of the term of this Lease an amount astimatedq
by Landlord to be Tenant’s prorata share of such common area
oxpenses.;KTenantie—menthiy"payment_osmeammon+araa~expenaes~mﬁ

h—Beaember—stT~1993T~sha$1—ba~ ----------------- —per—month. ...
Landlord may adjust the estimated monthly charge at the end of
any calendar year in accordance with any new budget that has
been approved pursuant to Paragraph 18.6.D abave.

(1i) within thirey (30) days following the
end of each calendar quarter or, at Landlord’s option, each
calendar year, Landlord shall furnish Tenant a statement
covering the calendar quarter or year just expired, certified
as correct by a certified publie accountant or an authorized
representative of Landlord, showing the total operating cost,
the amount of Tanant’s prorata share of such common area
expenses for such calendar quarter or year and the paymentg
mada by Tenant with respect to such period as set forth in
Section (i). 1If said payments exceed Tenant’s prorata share
of such common area expenses, Tenant shall ke entitlad to
offaset the excess against the minimum monthly rental and other
payments of Tenant’s pProrata share of common araea exXpensesg
next thereafter to become due Landlord as set forth in Section
(1) ; except that, following the term of thig Lease, such
amounts shall be immediately dua and payable to Tenant.
Tenant’s prorata share of the total common area expenses for
the previous calendar quarter or year ghall be that portion of
all of such expenses which is equal to the proportion thereof
which the number of square feet of floor area in the Premisesg
bears to the total number of square feaet of floor area of the
Home Furnishing Center available for exclusive use and
occupancy by tenants of the Home Furnishing Center, whether or
not actually rented, occupled and open for buginess subject to
an equitable adjustment for any businass which has outside
sales areas or driveways as an integral part of ita business
operation. There shall be appropriate adjustment of Tenant'’s
share of the common area expenses as of tha commencement of
rentals and expiration of the terms of this Leasge.

F. a/ a
Maintenance. Landlord shall keep accurate books and records
covering all common area axpensaes in accordance with generally
accapted accounting principles consistently applied. The
books and records shall, at reasonable times, on prior written
notice, be open to inspection or audit by Tenant or its duly
authorized representatives, during reqular business hours of
Landlord; provided, however, that Tenant shall have the right
to conduct only one audit in any twelve-month period. 1If an
audit discloses that Landlord has charged Tenant an {ncorract
amount of common area expenses for the period covered by such
audit, the difference between the correct amount and the
actual amount of common area expanses theretofore paid by
Tenant shall be paid immediately by Landlord to Tenant or by
Tenant to Landlord, as the case may be; provided, howaver,
that each party shall have the right to challenge the regults
of such audit in an arbitration proceeding in accordance with
Paragraph 22 hereof. If an audit discloses that Landlord has .
- overstated common area aexpenses for the periocd in question bwﬁg'
an amount in excess of two percent (2%) of common area N& /

expensas, Landlord shall pay Tenant’s reasonable costs and \// -

expenses incurred in connection with the audit. /@éi\?giz
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- pay rental when duae,

19. Advertising

Tenant shall have the right to uee the name "Home
Furnishing Center" in connection with Tenant’s stores in the
Home Furnishing cCenter and other stores owned and operated by
Tenant. Landlerd shall not change the name "Home Furnishing
Center" to some other name without Tenant’s written consent
firat had and obtained,

20. Signg

Tenant may use existing signs at the Home Furnishing

Centar for Tenant’s advertising or at Tenant’s election
replace such signs with signs in the same location that are in
accordance with applicable law, without Landlord’s congent and
without compensation to Landlord. However, any additional
8igns that Tenant desires to erect or install at the Heme
Furnishing Center shall be subject to Landlord’s writtan
consant and approval which consent shall not be unreagonably
withheld or delayed and no compensation for such additional
8ign shall be required of Tenant, Tenant shall not install
any exterior lighting or Plumbing fixtures, shades oy awnings,
or make any exterior decoration or painting, or build any
. tences, or install any radio or telavigion antennaa, loud

speakers, sound amplifiers, or similar. devices on the roof or
exterior walls of the Premises, or make any changes to the
store front without Landlord’s prior written consent, which
consent shall not be unrsasonably delayed or withhald., Use of
the roof of the Premises is reserved to Landlord. Tenant may
not display or sell merchandise or allow grocery carts or
other similar devices within the contrel of Tenant te be
8tored or to remain outside the defined exterior walls and
permanent doorways of the Premises without the written consent
of Landlord. Tenant further agrees not to install any
amplifiers, or similar devices or use in or about the Premises
any advertising medium which may be heard or seen outside the
Premises, such as flashing lights, searchlights, leud .
speakers, phonographs or radio broadcagts without the written
consent of Landlord. Tenant shall not conduct or permit to be
conducted any sale by auction in, upon or from the Premises,
whether said auction be voluntary, inveluntary, pursuant to
any assignment for the payment of creditors or pursuant to any
bankruptcy or other 8olvency proceeding.

Tenant shall not install, maintain, use or allow in
or upcon the Premises any pinball machine, coin opaerated music
machine or other coin operated amusement device of any kind or
character. Tenant, upen requast of Landlord, shall
immediately remove any pinball machine, coin operated mugic
tmachine or other eoin operated amusement davice of any kind or
character which Tenant has installed, maintained, used or
allowed in or upon the Pramises, which in the reasonable
opinion of the Landlord ig objectionable, offensive and not in
good taste, The provisions of this paragraph of Section 20
shall be incorporated by Landlord inte every Leage at the Home
Furnishing Center exscuted after the term of this Lease
commences.

21. Intantionally Deleted.

22. Arbitration

Except for actions (i) seeking injunctive ralief,
(11) to determine fair market rental in accordanca with
Paragraph 2 of Addendum 1 and (iii) for unlawful detainer
filed by Landlord, any and all of which may be brought before
any court having jurisdiction, any claim (regardless of the
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legal theory iQIva.d) arising out of or -slating to this
Lease, including, but not limited to, its validity,
interpretation, enforceability or breach, and regardless of
whether the provision involvea specifically stateas that
disputes with respect thereto shall be resolved by
arbitration, which is not settled by agreement between the
parties, shall be settled by arbitration in san Diego,
California, before a board of three arbitrators who are
lawyers who have been actively engaged and licenased in the
full-time practice of law in the State of California for a
continuous period immediataly preceding the date of delivery
©f the notice of intant to arbitrate of not less than ten (10)
years, but who have at no time within the past ten (10) years
ever representad or acted on behalf of either of the parties.
One of the arbitratoers shall be salected by each party, and
the third shall bs agreed upon by the first two. The notice
of intent to arbitrate shall name one arbitrator, and the
party receiving the notice shall hame a gecond arbitrator
within ten (10) business days or the meving party may select
the second arbitrator. In the event that the twe arbitrators
cannot agree upon a third arbitrator within thirty (30) days,
then the third arbitrator shall be selectad from the list
provided by the American Arbitration Association with the
parties striking names in order, with the party striking first
to determine by the flip of a coin and the name not struck, if
available, shall be the third arbitrator, The parties heraby
(a) consent to the in personanm jurisdiction of the Superior

use all reasonable afforts to keep all matters relating to any
- arbitration hereunder confidential. In any arbitration
Proceedings hersunder, all testimony of witnesses shall be
taken under oath, and the arbitrators shall apply California
law to their determination. Each party agreeg that the
arbitration provisions of this Leage are its exclusive damage
remedy and axpressly waive any right to seek redress in
another forum and that the results of the arbitration shall be
final, binding and not subject to judicial review. During the
arbitration, each party shall bear the fees of the arbitrator
appointed by it, and the fees of the neutral arbitrators shall
be borne equally by each party; but the fees of all
arbitrators shall ultimately be horne by the losing party,

23. Miscellansoug

23.1 Exclusive. This Lease contains redtriotions
upon Landlord’s right to lease other Premises in the Home
Furnishing Center to persons engaged in the retail furniture
bugsiness and requires Tenant’s spacific approval for such
leases as well as for othar leases. Landlord shall comply
with such restrictions in offering tenancies in the Home
Furnishing Center in the future to persone who are not tenants
as of the commencement date of this Lease.

23.2 Estoopel Cartificate

A. Tenant shall at any time upon not less
than ten (10) days prior written notice from Landlord,
exacute, acknowlsdge and deliver to Landlord a statement in
writing (i) certifying that this Lease ig unmodified and in
full force and effsct (or, if modified, stating the nature of
such modification and certifying that this Lease, as go
modified, is in full force and effect) and the date to which
the rent and other charges are paid in advance, if any, and
(1i) acknowledging that there are not, to Tenant’s knowledge,
any uncured defaults on the part of Landlord hereunder, or
apacifying such defaults if they are claimed. Any such
statement may be conclugively relied upon by any prospective
purchaser or encumbrancer of the Premises or the Home
Furnishing Center,
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. . Tenant’s failures to +iver such statepment
within such time shall be conclusive upon Tanant (1) that this
Lease is in full force and effect, without modification except
48 may be represented by Landlord; (ii) that there are no
uncured defaults in Landlord’g performance; and (11i) that not
more than one month’s rent has been paid in advance and
gurth:r, shall constitutes a material breach of thig Lease by

enant.

43.3 1Iransfer of Landlord’s Ipterest. In the event
of a gale or conveyance by Landlord of Landlord’s interest in
the Premises or the Home Furnishing Center, other than a
tranasfer for security purpogas only, Landlord shall be
relisved from and after the date specified in any such notice
of transfer of all obligations and liabilitieas accruing
thereafter on the part of Landlord, provided that any funds in
the hands of Landlord at the time of transfsr in which Tenant
has an interest, shall be delivared to the guccessor of
Landlord. This Lease shall not be affected by any such sale
and Tenant agrees to attorn to the purchager or assignee
provided all Landlord’s obligations hereunder are assumed in
writing by the transferee.

23.4 Captions: Attachments: Defined Terms

, A. The captions of the paragraphs of this
Leasa are for convenience only and shall not ba deemed to be
ralevant in resolving any queation of interpretation or
- eonstruction of any provision of this Lease.

B. Exhibits attached hereto, and addenda and
schedules initialed by the parties, are deemed by attachment
to constitute part of this Lease and ara incorporated herein.,

C. The words "Landlord" and "Tenant", as uged
herein, shall include the plural as well as the gingular.
Words used in neuter gender include the masculine and feminine
and words in the masculine or feminine gender include the
neuter, If there be more than one Landlord or Tenant, the
obligations hereunder imposed upon Landlord or Tanant shall ke
joint and several; as to a Tenant which consists of husband
and wife, the obligations shall extend individually to their
sole and separate property as well as community property. The
tarm "Landlord" ghall mean only the owner or owners at the
time in question of the fee title of the Home Furnishing
Canter or the Lessee under a ground lease covering property
included within the Home Furnishing Center. The obligations
contained in this lLease to be performed by Landlord shall be
binding on Landlord’s successors and assigns only during their
respective periods of ownership. .

23.5 Entire Agrgement. This instrument along with
any exhibits and attachments hereto constitutes the entire
agreement between Landlord and Tenant relative to the Pramises
and this Agreaement and the exhibits and attachments may be
alterad, amended or revoked only by an instrument in writing
signed by both Landlord and Tenant. .

It is understood that there are no oral
agreements or representations between the parties herato
affecting this Lease, and this Leass supsersedes and cancels
any and all previous negotiations, arrangements, brochuraes,
agreements or raepresentations and understandings, if any,
between the parties hereto or displayed by Landlord te Tenant
with respect to the subject matter thereof, and none thereof
shall be used to interpret or construa this Lease. Thers are
no other representations or warranties between tha parties or
the parties and their agents or representatives and all
reliance with respect to representations is solely upen the
representations and agreements containad in this document.,
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23.¢€ ra ty. If any teir . or provision of

this Lease shaii, to any extent, be detarmined by a court of
competent jurisdiction to be invalid or unenforceable, the
remainder of this Lease shall be valid and ba enforceabla to
the fullaest extant permitted by law; and it 1s the intention
of the partias hereto that it any provisien of this Lease ig
capable of two constructions, one of whieh would render the
provision void and the other of which would render the

provision valid, then the provigion shall have the meaning
which renders it valid. ,

23.7 comt of gujt

If Tenant or Landlord shall bring any action
for any relief against the other, declaratory or otherwiss,
arising out of this Lease, including any suit by Landlord for
the recovery of rent or posaegsion of the Premises, or any
arbitration Proceeding, the losing party shall pay the
successful party a reasonable sum for attorneys’ fees which
shall be deemed to have accruad on the commencement of such
action and such eum shall be paid whether or not such action
is prosecuted to judgment,

' Should Landlord, witheut fault on Landlord’s
part, be made a party to any litigation instituted by Tenant
or by any third party against Tenant, or by or against any
person holding under or using the Premises, by license of
Tenant, or for the foreclosure of any lien for labor or
material furnished to or for Tenant or any such other person
or otherwise arieing out of or resulting from any act or
transaction of Tanant or of any such othar person, Tenant
~covanants to save and hold Landlord harmless from any judgment
rendered against Landlord or the Premises or any part therseof,
and all costs and expenses, including reascnable attorneys’
fees, incurred by Landlord or in connection with such
litigation.

23,8 ! t ve + Time is of
the essence of this Lease and each and every provision hereof.
All the terms, covenants and cenditions contained in this
Lease to ba performed by aither party, if such party shall "
consist of more than one person or organization, shall be
deemed to be joint and several, and all rights and remedies of
the parties shall be cumulative and non-exclugive of any other
remady at law or in equity.

23,9 da : o » Subject to
Paragraph 22.3, all of the provisions hersof shall bind and
inure to the benefit of the parties heresto and their
regpsctive heirs, legal reprasantatives, successors and
assigns. This Lease shall be governed by the laws of the
State of California.

43.10 Wajver. No covenant, term or condition or the
breach thereof shall be deemed waived, except by written
consent of the party against whom the waiver is claimed.
Acceptance by Landlord of any performance by Tenant after the
time the same shall have become due shall not constitute a
waiver by lLandlerd of the breach or default of any covenant,
term or condition unless otherwise expressly agreed to by
Lahdlord in writing.

23.11 e o seg. The voluntary or other
surrender of this lLease by Tenant, or a mutual cancellation
thereof, shall not work a merger, and shall, at the option of
Landlord, terminate all or any existing subleases or
subtenancies, or may, at the option of lLandlord, operate ag an
assignment to it of any or all such subleases or subtenancies.

23.12 Holding Over. If Tenant remains in posseasion
of all or part of the Premises after the expiration of the
tarm hereof, with or without the express or implied consent of
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Landlord, auch.enancy ehall be from mon’ to menth only, and
not a renewal | _reef or an extension for any further term, and
in such case, rent and other monetary sums due hersunder shall
be payable in the amount and at the time specified in thig
Leagse and such month to month tenancy shall be subject to
every other term, covenant and agreemant contained herein.

23.13 Force Majeure. Any prevention, delay or
stoppgga due to strikes, lockouts, labor disputes, acts of
God, inability to obtain labor or materials or reasonable
subgtitutes theretfor, governmental restrictions, governmental
regulations, governmental controls, enemy or hostile
governmental action, civil commotion, fira or other casualty,
and other causes beyond the reasonable control of the party
obligated to perform, shall excuse tha performance by such
party for a period equal to any such prevention, delay or
stoppage except the obligations imposed with regard to rent
and other charges to be paid by Tenant pursuant to this Lease,

23,14 t. Except as limited
elsewhere in this Lease, wheraver in this Lease Landlord or
Tenant is required to give its consent or approval to any
action on the part of the other, such consent or approval
shall not be unreagsonably withheld. In the event of failure
to give any such consent as may be raquired under this Leage,
the other party shall be entitled to specific performanca, if
appropriate, and shall have such other remedies as are
reserved to it under this Lease or are avajilabla at law.

23.15 a e t . Except as
expressly herein provided, any amount due Landlord not paid
within ten (10) days following the due data ghall bear
interest at the rate of ten percent (10%) per annum from the
due date. Payment of such interest shall not excuse or cura
any default by Tenant under this Laase.

23.16 Notjces. All notices under thia Lease will be
in writing and will be delivered by personal service,
facaimile, telegram, telecopy or certified mail (postage
- prepaid) to such address as may be designated from time to
time by the relavant party, and which will initially be as set
forth below. Any notice sent by certified mail will be deemed
to have been given three (3) days after the date on which it
is mailed. All other notices will be deemed given when
received, No objection may be made to the manner of delivery
of any notice actually raeceived in writing by an authorized
agent of a party. Notices will be addressed ag follows or to
such other address as the party to whom the same is directed
will have specifiaed in conformity with the foregoing:

(1) If to Landlord:

ARNOLD BELINSKY
P.O. Box 9344
Rancho Santa Fe, CA 92067
COPY TO: Richard I. Singer
RD, A.P.C.

2437 Second Avenue
San Diego, CA 92101-1592

(ii) If to Tenant:

(anadol' & Juanctzena CopppnatO
7077 (D elihmites 7uz
T AT 7
o Qe by Wanedlb)
007“; g I,BCBAM,%’W zf’ e STarns, Sucle9py

=) /utgbu}j) T GUChY
Aen g Joan L (esse, @Sj
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with the By-lLaws of said corporation, and that this Lease is
binding upon said corporation in accordance with its terms.
If Tenant or Landlord is a corporation, sach such corporate
party shall, within thirty (30) days after exacution of this
Lease, deliver to the other Party a certified copy of a
resolution of the Board of Directors of said corporation
authorizing or ratifying the eéxecution of thias lLease.

23.18 Addendum. This Lease contains two Addenda
which include additional provisions which censtitute a part of
this Lease, ‘ .

IN WITNESS WHEREOF, Landlord and Tenant have executed
this Leagse the date and Year first above written. A

. LANDLORD:

‘ARNOLD BELINSKY, a(? JTrustee of the
Arnold Belinsky ahd ‘Esther Belinsky
Trust No, 1

STHER BELINSKY, as Trudtee o
Arnold Belinsky and Esther Belinsky
Trust No, 1

ADDRESS:

TENANT:
ARNOLD’S FURNITURE CORPORATION

D
Title: ﬁof‘{‘_g(ww‘

ADDRESS:
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“' ADRENDUM
ADDITIONAL FUNDAMENTAL LEASE PROVISIONS

This Addendum is made this 22nd day of Novembaer,
1991 by and between ARNOLD BELINSKY and ESTHER BELINSKY, as
Trustees of the Arnold Belinsky and Egther Belinsky Trust

No. 1, herein called "Landlord" and ARNOLD’S FURNITURE
CORPORATION, herein called "Tenant."

Upon execution by both Landlerd and Tenant, this Addendunm
shall constitute a part of and be incorporated into this Home
Furnishing Center Lease, 1In the event of any conflict batween
this Addendum and the provisions of the Leage, this Addendum
shall control.

ADDENDUM 1

1. cost of Livigg Adjustment. Notwithstanding the
provisiaonsg of Paragraph 4.2 of the foregoing lease, there
shall be no rent adjustment during the first three (3)
years of the term of thig lLeasa, Thersafter, any
adjustment in rent callad for by Paragraph 4.2 shall be
limited to a maximum of four percent (4%) per annum
except that the first rent adjustment, which shall be
nade at the commencement of the fourth year of the leage
term, shall be limited to a maximum of twelve percent
(12%) of the minimum monthly rent payable during the
first three (3) years.

3. Sround Leass. The parties acknowledge that Landlord’s
intersst in the underlying realty is a leasehold estate
created by that certain City of Ban Diego Percentage
Lease executed by the City of San Diego, as Lessor (the
"City") and Rijo Enterprises, Inc., as Lesssa, rscorded
August 12, 1987 as File No. 87~455611 of the Official
Records of San Diego County, California (the "Ground
Leage"). The Lessee’s interest in the Ground Lease was
assigned to Landlord by deed recorded June 16, 1988.

Pursuant to the Ground Lease, the City has the right teo
approve of this Lease. Landlord agrees to use its beet
and all reasonable efforts to obtain the approval of the
City to this Leasa as soon as possible. If tha City doesa
not approve of this Leasa, then, notwithatanding the.
other provisions of this Lease, this Lease shall
terminata and Tenant ghall have a reasonable period of
time within which to locate and move to alternative gpace
or to have an orderly closure of its business at the
Premiges.

During the term of this Lease, Landlord shall comply 1in
all respects with the requirements of the Ground Leagse.
3, re W] t - Landlord acknowledges
that there is raecorded against the Premises and the
underlying realty that certain Reviged Agresment among
thé City, on the one hand, and Arnold and Esther
Belinsky, Edward Pollak and Joan Pollak and Richard I.
Singer, as Trustee of the James Isensee Trust (together,
"Belinsky, Pollak and Isensee"),; on the other, which
Agreement was recorded November-2L, 1991 as File No. 91-
of the Official Records of San Diego County,
California (the "City Agreement")., Pursuant to the City
Agreement, Belinaky, Pollak and Isensee make certain
covenants in favor of the City, and the City agrees to
waive specified building regulations. Landlord shall,
and shall cause Belinsky, Pollak and Isensee to, comply
in all respects with ths City Agreement and to keep in
full force and effect, and not permit the early
termination of, the Ground Leasa.

.‘/
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4, S VW Uxtend. Llandlorqd hereby  ants to Tenant four
(4) consecutive options to extend the torm of tha
foregoing Lease for five (5) years each, for a total of
twenty (20) years. Each of such options shall be
exercigable 1f, at the time of an exercise, Tenant is not
then in default. Each such extension of the term shal)l
be on the same terms and covenants and conditions
contained in this Lease, except that the monthly rent to
ba paid by Tenant to Landlord shall bs increased to the
fair market rental valuae of the premises as of the first
month of each extengion period as agreed upon by Tenant
and Landloxrd, or if tha parties are unable to agree,
fixed by appraisal in the following manner:

(a) On or before 180 days prior to the then
expiration of the term of the Lease, Landlord and Tenant
shall each appoint an appraiser and give written notice
©f the name and address of that appraiser to the other
party to this Leage.

(b) The appointed appraisers shall, within thirty
(30) days after appointmant of the last of the two
appraisers to be appointed, appoint a third appraiser and
serve written notice of the name and address of that
appraisar on Landlord and Tenant in the manner prescribed
in the foregoing Lease for service of notice on one party
to this Lease by the other.

(c) All appraisers appointed under this Paragraph
shall be, at the time of their appointment, members in
good standing of the American Institute of Real Estate
Apprailsers (or any successor organization).

{(d) Within thirty (30) days after appointment of
the third appraiser, the three appraisers shall confer
and each shall submit in writing to Landlerd and Tenant
his or her appraisal of the fair market rental value of
the Premisea. The term "fair market rental value" as
used in this Paragraph means the monthly rental a willing
tenant would pay to a willing landlord for the Premiases
for the uses specified in the Lease, regardless of the
highest and best potential use of the Premiges. 1In
determining the fair market rental value as used herein,
the appraiser shall take into account the fact that
Landlord will not be required to pay any broker’s
commiesion or afford Tenant any periods of free rsnt or
provide any tenant improvement allowances then being
offered by other landlorda in connection with the leasing
of retall space in the area.

() The appraised value agreed upon in writing by
any two of the three appraisers shall be conclusive and
binding on the parties to this Lease and shall establish
the fair market rental value of the leaged Premisaes for
purpogses of this option to extend. If no twe of the
three appraisers are able to agree on the fair market
rental value of the Premises, both the highest and lowest
appraisal submitted by any of the three appraisers shall
be disregarded and the remaining appraisal shall be
binding and conclusive on the partiea to this Lease and
shall establish the fair market rental value of the
Premises for purposes of this option to extend and
Paragraph 4.1 and the new Minimum Monthly Rental of the
foregoing Lease for the extended term. The Minimun
Monthly Rental shall in no avent be lower than the laat
monthly rent payable under the foregoing Lease prior to
the commencement of the extended term.

(f) If either Landlord or Tenant fails to appoint
an appraiser as required by this option to extend within
ten (10) days after service on that party of written
demand to do so, the appraiser appointed by the other
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party_sh‘ act for both Landlord a’ Tenant., The
decision .. writing of the appraiser shall, in that
event, be binding on both Landlord and Tenant and
establish the fair market rental value of the Premises
for purposes of thig option to extaend.

(9) If the two appraigers appointed respactivaly
by Landlord and Tenant fail, for any reason, to appoint a
third appraiser within the time requiraqd by this option
to extend, either party may petition the Superior Court
of the County of san Diego to appoint a third appraigser,

(h) Landlord and Tenant ghall each pay the fea and
all expenses incurred by the appraiser appointad by each
of them and one-half of all the axpenses and the fee
incurred by third appraiser appointed by the two
appraisers pursuant to subsection (b) above.

(1) Each option to extend the term of tha Lease
may only be axercised by Tenant’s delivery to Landlord on
or prior to 180 days before the than expiration date of
the term of the foregoing Lease of written notice of
Tenant’s election to extsnd the term of this Leage as
provided in this option to extend.

“(3) In the event Tenant does not extand the term
of this Lease as herein provided, and holds ovar beyond
the expiration of the taerm of this Lease, that holding
over shall be deemed a month-to-month tenancy only at the
last rental payable under the foregoing Lease until a
tenancy is terminated in a manner provided by law,

(k) The foregoing Lease has been entared into
concurrently with the leases described in Paragraph 3
below. FEach of those leases has a comparable option to
éxtend and the initial term of each guch lease is also
for a tarm of ten (10) years. Notwithatanding any other
provigion of the foregoing option to extend, the cption
to extend contained in thig lLease may only be exercised
if all of the options to extend contained in all of the
other leases designated in paragraph 3 below executed
concurrently herewith are also axercised by Tenant.

c u e .

(a) This Lease partaining to sSan Diego Home
Furnishing Center--Annex; provided, however, that thisg
Lease shall be a Concurrent Leage only if it has not been
terminated because of the failure eof the City to conaent
to this Lease.

(b)  The Lease pertaining to the San Diego Homs
Furnishing Center,

(e) The Lease pertaining to the North County
Furnishing Center; provided, however, that such Lease
shall be a Concurrent lLease for purposaes hereof only if
and whan the Landlord thereunder has fulfilled its
obligations pursuant to Paragraph 2 of Addendum 1 of such
Leasa.

ADDENDUM 2

r at ¢ Landlord and Tenant hereby adopt as

Hazardous Materials .
a part of the foregoing Lease the following provisions with
respect to the existence or use of "Hazardous Material"” (as
defined in Section D below) on the Premises and in the
shopping center (together, the "Property") :

A. Landlord hereby makes the following representations

to Tenant:
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(1) .\ny handling, transporta. n, gtoraga,
treatment or us. or Hazardous Material that has occurred on

the Property has been in compliance with all laws regulating
Hazardous Mataerial.

(2) The Property is in compliance with all laws
regulating the handling, transportation, astorage, treatment,
use and disposition of Hazardoeus Matarial.

 (3) The s0il and ground water on or under the
Property is free of Hazardous Material,

B. The provisions of this Section B shall only apply if
(1) it is determined at any time that the representations ot
Landlord contained in Section A above are not correct; or (il)
Landlord, its agent, employees or contractors vioclate any law
regulating the handling, trangportation, storage, traatment,
use or disposition of Hazardous Materials with respect to the
Property. 1If this section B applies because of an occurrence
described in the immediately Preceding sentence, then the
following shall apply:

(1) Landlord shall bea responaible for all costs
incurred in complying with all laws that relate to Hazardous
Material and the occurrenca in question; and :

(2) Landlord shall indemnify, defend and hold
Tenant harmlese from and against any and all claims,
judgments, damages, penalties, fines, costs, liahilities or
losses (including, without limitation, suma paid in settlement
of claims, attorneys’ fees, consultant fees and expert fees)
that arise during or after the term of the Lease from or in
connection with the Hazardous Material and the occurrence in
question.

c. Tenant shall (i) not cause or permit any Hazardous
Material to be brought upon, kept or used in or abeut the
Property by Tenant, its agents, employees, contracters or
invitees, without the prior written consent of Landlord (which
Landlord shall not unreasonably withhold as long as Tenant
demonstrates to Landlord’s reasonable satisfaction that such
Hazardous Material is necessary or useful to Tenant’s business
and will be used, kept and stored in a manner that complies
with all laws regulating any such Hazardous Material so
brought upon or used or kept in or about the property). If
Tenant bresaches the obligations stated in the preceding
sentance, or if the presence of Hazardous Material on the
Property caused or permitted by Tenant results in
contamination of the Proparty, then Tenant shall indennify,
defend and hold Landlord harmless from any and all claims,
judgments, damages, penalties, fines, costs, liabllities or
losses (including, without limitation, sums paid in settlement
of claims, attorneys’ fees, consultant feeg and expert fees)
that arise during or after the term of the Leasa as a rasult
of such contamination.

D. As used hersin, the term “Hazardous Material” means
any hazardous or toxic substance, matarial or waste which is
or beccmes regulated by any local governmental authority, the
State of California or the United States Government. The ternm
"Hazardougs Material" includes, without limitation, any
matarial or substance which is (1) defined as a "hazardous
waste," "extremely hazardous wagte" or "restricted hazardous
waste" under Sections 25115, 25117 or 35132.7, or listed
pursuant to Section 25140, of the california Health and Safety
Code, Division 20, chapter 6.5 (Hazardous Waste Control Law),
(i1) defined as a "hazardous substance" under Saction 25316 of
the California Health and Safety Code, Division 20, Chapter
6.8 (Carpenter-Presley-Tanner Hazardous Subatance Account
Act), (iii) defined as a "hazardous matarial," "hazardous
substance" or "hazardous wasta" under Section 25501 of the
California Health and Safety Code, Division 20, Chapter 6.95
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(Hazardous Ma.'tals Releage Responsa Pl. and Inventory),
(lv) defined a: a "hazardous substance" under Section 25281 of
the California Health ang Safety Code, Divigion 20, Chapter
6.7 (Underground Storage of Hazardous Substances), (v)
petroleum, (vi) asbestos, (viil) ligted under Article 9 or
defined as hazardous or extremely hazardous pursuant to
Article 11 of Title 22 of the Califernia Administrative Coda,
Division 4, Chaptar 20, (viii) designated as a "hazardous
substance" pursuant to Section 311 of the Federal Water
Pollution Control Act (33 U.5.¢C. Section 1317), (ix) defined
48 a "hazardous waszte" pursuant to Section 1004 of the Pederal -
Regource Conservation and Recovery Act, 42 v.s.c. Section 6901
et seq. (42 U.S8.C. Bection 6903), or (x) defined ag a
"hazardous subatance" pursuant to Section 101 of the
Comprehensive Environmental Response, Compensation and
Liability Act, 42 vu.S.C Saction 9601 st seq, (42 U,8.C.
SBection 9601).

In;t#g}s:
0%

Landlord

Teanant
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Landlord acknowledges and agrees that, notwithstanding any other provision of this
Lease, Tenant shall have the right to offset against amounts payable by Tenant hereunder
amounts owed by North County Home Furnishing Center, a California general partnership
("North County") to Tenant pursuant to the terms of paragraph 2 of Addendum 1 to that
certain Lease (North County Home Furnishing Center) of even date herewith, The parties
hereto hereby agree and acknowledge that, with respect to Tenant's right to withhold from
or offset against payment of amounts hereunder pursuant to the immediately preceding
sentence, the parties intend that Landlord be treated as a principal debtor and not as a
guarantor or surety of North County under such Lease. Notwithstanding the foregoing, if
for any reason Landlord is deemed to be a guarantor or surety with respect to such Lease,
then Landlord hereby waives: (i) the right to require Tenant to proceed against North
County or to pursue any other remedy in Tenant's power whatsoever; (ii) all rights and
benefits that might otherwise be available to Landlord under California Civil Code Sections
2809, 2819, 2845, 2848, 2849, 2850 and 3433 or any comparable rights and benefits under
any statutue or case law; (iii) all rights to proceed against North County, whether by
subrogation or by independent right of indemnification or recovery; (iv) any defense arising
by reason of the cessation of the obligations, either in whole or in part, of North County to
Tenant under such Lease from any cause whatsoever (including, without limitation, any
intervention or omission by Tenant), or the absence, impairment or loss of any right of
reimbursement, contribution or subrogation or any other right or remedy of Landlord
against North County from any cause whatsoever (including, without limitation, any
intervention or omission by Tenant); and (v) all presentments, demands for performance,
riotices of nonperformance, protests, notices of protest, and notices of dishonor and of the
existence, creation or incurring of new or additional obligations under such Lease.
Landlord assumes the responsibility for being and keeping informed of the financial
condition and actions of North County and of all other circumstances bearing upon the risk
of failure to satisfy the obligations of North County that diligent inquiry would reveal, and
agrees that Tenant shall have no duty to advise Landlord of information known to Tenant
regarding such condition and actions or any such circumstances.

MY s s
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EXHIBIT "An
LEGAL DESCRIPTION

The land referred to herein ls situated in the Stata of
California, County of San Diego, and is described as follows:

PARCEL A:

All buildingas and improvements gituated on Parcel 1 of Parcel
Map No. 13058, in the City of san Diego, County of San Diego,
Statae of California, filed in the Office of the County
Recorder of San Diego County, Decamber 19, 1983 as File

No. 83-461162 of official Records, which buildings are and
shall remain real property.

PARCEL B:

Parcel 1 of Parcel Map No. 13058, in the City of San Diago,
County of San Diego, State of California, filed in the 0ffice
of the County Recorder of San Diego County, December 19, 1983
a8 File No., 83-461162 of Official Records, excepting all
buildings and improvements situated thereon,
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CONDITIONAL LEASE GUARANTY

Reference is made to that certain Lease dated as of November , 1991 by
and between ARNOLD BELINSKY AND ESTHER BELINSKY, as Trustees of the Arnold
Belinsky and Esther Belinsky Trust No. 1, as Landlord and Comrie Corp, a
Delaware corporation as Tenant (which Lease, together with any modifications
thereof, is hereinafter referred to as the "Lease"), to which this Guaranty is
an Exhibit. A1l terms used herein shall be as defined in the Lease.

This Guaranty relates to:

(a) the payment of the rent and all other sums due under the Lease,
including any hold-over or renewal period;

(b) the full, prompt and absolute performance and observance by Tenant of
all  of the covenants, conditions, undertakings, agreements, duties and
obligations contained in the Lease to be performed or observed by, or imposed
upon, Tenant during the Term, or any hold-over or renewal period; and

(¢) any 1loss, expense or claims, including attorneys’ fees, of Landlord
arising from any event of default by Tenant under the Lease and any breach by
Tenant. of any of its covenants, undertakings, agreements, duties and
obligations contained in the Lease;

all of which matters referred to in subparagraphs (a), (b) and (c) above are
collectively hereinafter referred to as the "Liabilities.”

"FOR VALUE RECEIVED and in consideration for, and as an inducement to, for
entering into the Lease the undersigned (hereinafter “Guarantor"), hereby
guarantees to Landlord, the full, prompt and absolute payment, performance and
observance of all Liabilities, subject to the occurrence of the condition
specified on page 7 hereof and the condition that all applicable grace
periods, cure periods and notices in the Lease have been satisfied such that
Landlord would be entitled to proceed against Buyer.

Guarantor expressly agrees that the validity of this Guaranty and the
obligations of Guarantor hereunder shall in no way be terminated, abated,
affected or impaired by the happening from time to time of any event or
condition including, without l1imitation, any of the following: ~

(3a) the assertion or non-assertion by Landlord of any of the rights or
remedies reserved to Landlord pursuant to the provisions of the Lease and all
instruments and documents referred to therein, or pursuant to applicable
statutes;

(b) the waiver by Landlord, or the failure of Landlord to enforce, or the
lack of diligence of Landlord in connection with the satisfaction of, any of
the Liabilities; '

{c) the granting of any indulgence or extension of time by Landlord;
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(d} the exercise by Landlord-of any so-called self-help remedies; or

(e) any other act, omission or condition which might in any manner or to
any extent vary the risk to Guarantor or might otherwise operate as a
discharge or release of Guarantor; all of which may be given or done without
notice to, or consent of, Guarantor.

Guarantor (in their capacities as Guarantor and not as officers of Tenant)
hereby waives:

(a) all notice of default in Tenant's payment of, or Tenant's
non-performance of, any of the Liabilities;

(b) all protest, demands, notices or presentments of every kind and
description now or hereafter provided by any statute or rule of law; '

(c) notices of nonperformance, notices of protest, notices of dishonor;
(d) notice of any acceptance of this Guaranty;

(e) the benefit of any statute of limitations affecting Guarantor’s
1iability under this Guaranty;

(f) all notices of the existence, creation or incurring of new or
additional obligations; and

(g) any right to require Landlord to proceed against the Tenant, any
other guarantor or person or any security now or hereafter held by the
Landlord or to pursue any other remedy whatsoever, including any such right or
any other right set forth in or arising out of Sections 2845, 2848, 2849 or
2850 of the California Civil Code;

(h) any defense based upon any legal disability of Tenant or any
guarantor, or any discharge or limitation of the liability of Tenant or any
guarantor to Landlord, or any restraint or stay applicable to actions against
Tenant or any guarantor, whether such disability, discharge, limitation,
restraint or stay is consensual, or by order of a court or other governmental
authority, or arising by operation of law or any liquidation, reorganization,
re;eivership, bankruptcy, insolvency or debtor-relief proceeding, or from any
other cause;

(i) any defense based upon the modification, renewal, extension or other
alteratign of the Liabilities, or of the documents executed in connection
therewith.

() all rights of subrogation, reimbursement, indemnity, all rights to
enforce any remedy that Landlord may have against Tenant and all rights to
participate in any security held by Landlord for the Liabilities, including
any such right or any other right set forth in Sections 2848 or 2849 of the
California Civil Code, until the Liabilities have been performed in full, and
any defense based upon the impairment of any subrogation, reimbursement or
indemnity rights that Guarantor might have;
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(k) any defense based upon the death, incapacity, lack of authority or
termination of existence or revocation hereof by any person or entity or
persons or entities, or the substitution of any party hereto;

(1) any defense based upon or related to Guarantor’'s lack of knowledge as
to Tenant’s financial condition;

{m) any defense based upon Section 2809 of the California Civil Code.

Guarantor hereby waives any and all suretyship defenses or defenses in the
nature thereof without in any manner limiting any other provisions of this
Guaranty.

Guarantor further grants to Landlord full power, in Landlord’s uncontrolled
discretion and without notice to or consent of Guarantor, and without any
termination, abatement or offset or impairment of the validity of this Guaranty
and obligations of Guarantor hereunder, to deal in any manner with Tenant with
respect to the Lease and with any collateral from time to time held by Landlord
upon default by Tenant under the Tenancy created by the Lease. Such full power
is to include without limiting the generality thereof, the following powers:

(a) To terminate, modify or otherwise change any terms of all cor any part
of the Lease or any instruments or documents referred to therein, or the
Liabilities (and this Guaranty shall guarantee the performance of the Lease as
changed), and to effect any release, compromise or settlement with respect
thereto offered by Tenant or any guarantor, whether in Tliquidation,
reorganization, receivership, bankruptcy or otherwise, and to release,
substitute or add any one or more guarantors or endorsers;

(b) To enter into any agreement of forbearance with respect to all or any
part of the Lease or any instruments or documents referred to therein or with
respect to the Liabilities, and to change the terms of any such agreement;

(c) To take and hold any security for the Liabilities, to accept
additional or substitute security and to substitute, compromise or release any
security. -

The 1iébility of Guarantor hereunder shall in no way be terminated, abated,
affected or impaired by:

(a) the release or discﬁa?ge of Tenant in any creditors’ receivership,
bankruptcy or other proceedings;

(b) the impairment, litigation, modification or termination of:
(i) the estate of Tenant in bankruptcy; or
(ii) any remedy for the enforcement of Tenant's Tiability under the
Lease or any instruments or documents referred to therein resulting from the

operation of any present or future provision of the United States Bankruptcy
Code or other statute or from any decision in any court;
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{c) the rejection or disaffirmance of the Lease or any instruments or
documents referred to therein in any such proceedings;

(d) any disability or other defense of Tenant; or

(e) the cessatioh, from any cause whatsoever other than by reason of
payment or performance, of the Liabilities of Tenant under the Lease or any
instruments or documents referred to therein. :

Landlord may proceed jointly or severally against Tenant and Guarantor.
In addition, Guarantor agrees the Guarantor’s liability under this Guaranty
shall be primary, and that with respect to any right of action which shall
accrue to Landlord relating to any right of action which shall accrue to
Landlord relating to any of the Liabilities, Landlord may at its sole option
proceed directly against Guarantor without having proceeded against Tenant or
any other tenant or any other guarantor. Guarantor hereby waives any and all
legal requirements that Landlord shall institute any action or proceedings at
law or in equity against Tenant, or anyone else, or exhaust its remedies
against Tenant, or anyone else, in respect to the Lease or in respect of any
other security held by Landlord, as a condition precedent to bringing an action
against Guarantor upon this Guaranty. A1l remedies afforded to Landlord by
reason of this Guaranty are separate and cumulative remedies-and it is agreed
that no one of such remedies, whether exercised by Landlord or not, shall be
deemed to be an exclusion of any of the other remedies available to Landlord
and shall not 1limit or prejudice any other legal or equitable remedy which
Landlord may have. If Tenant shall fail to satisfy any of the Liabilities
when due or performable, Guarantor shall immediately pay to Landlord all sums
due it by reason of Tenant's default in satisfying the Liabilities.

Each default on any of the Liabilities shall give rise to a separate cause
of action and separate suits may be brought hereunder as each cause of action
arises or, at Landlord's option, any or all causes of action which arise prior
to or after any suit is commenced hereunder may be included in such suit.

Guarantor further represents to Landlord, as an inducement to executing
the Lease;

(2). that there is not presently pending or threatened any 1litigatiocn,
arbitration, administrative or governmental proceeding against Guarantor which
would in any way prohibit or impede the adoption, execution, or consummation
of this Guaranty by Guarantor or which would affect any of the undertakings
‘herein; : o

(b) that compliance by Guarantor with Guarantor’s obligations under this
Guaranty has not resulted and will not result in the violation of the Guaranty
or of any agreement or other instrument to which Guarantor is a party or by
which Guarantor or any of Guarantor's assets are bound;

(c) that this Guaranty and all action contemplated to be taken by
Guarantor hereunder has been duly authorized; and

(d) that this Guaranty and such action and undertaking are valid and
binding upon Guarantor in accordance with their terms.
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Guarantor is relying upon its knowledge and is fully informed with respect
to Tenant's financial condition. Guarantor assumes full responsibility for
keeping fully informed of the financial condition of Tenant and all other
circumstances affecting Tenant's ability to perform its obligations to
Landlord, and agree that lLandlord will have no duty to report to Guarantor any
information which Landlord receives about Tenant’s financial condition or any
circumstances bearing on Tenant's ability to perform.

No encumbrance, assignment, subletting or other transfer by either
Landlord or Tenant of the Lease of any instrument or document referred to
therein, or of any interest therein, or o6f the Premises, or any interest
therein, shall operate to extinguish or diminish (except to the extent
provided in the Lease) the liability of Guarantor under this Guaranty, whether
or not Guarantor has consented to or received notice of such encumbrance,
assignment, subletting or other transfer.

Guarantor further agrees to be responsible to Landlord for all expenses
(including reasonable attorneys’ fees) incurred by Landlord in enforcing any
obligations of Guarantor under this Guaranty, whether or not any lawsuit is
filed, and in the representation of Landlord in any insolvency, bankruptcy,
reorganization or similar proceeding relating to Tenant or Guarantor. Until
paid” to Landlord, such sums will bear interest from the date such costs and
expenses are incurred at the rate of ten percent (10%) per annum, or the
maximum rate allowed by law, whichever is less.

A1l  references to Landlord and Tenant shall be deemed to inciude
references to the successors and assigns of each of thenm.

Until all the Liabilities are paid or performed and all obligations
hereunder have been satisfied, Guarantor:

(a) shall have no right of subrogation against Tenant by reason of any
payments or acts of performance by Guarantor in compliance with the
obligations of Guarantor hereunder;

(b) waives any right to enforce any remedy which Guarantor now or here-
after shall have against Tenant by reason of any one or more payments or acts
of performance in compliance with the obligation of Guarantor hereunder; and

{c) in the event of any default by Tenant with respect to any of the
Liabilities, shall subordinate any liability or indebtedness of Tenant now or
hereafter held by Guarantor to the obligations of Tenant to Landlord under the
Lease.

The 1iability of Guarantor hereunder shall be reinstated and revived, and
the rights of Landlord shall continue, with respect to any amount at any time
paid on account of the Liabilities which Landlord shall thereafter be required
to restore or return in connection with the bankruptcy, insolvency, or
reggganization of Tenant or otherwise, all as though such amount had not been
paid.
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Guarantor agrees that this Guaranty and all rights hereunder shall be
interpreted, governed and construed in accordance with the laws of the State
of California.

Guarantor hereby agrees that any and all actions or proceedings arising
directly or indirectly from the Guaranty shall be litigated or conducted only
in courts situated in the State of California. Guarantor hereby consents to
the jurisdiction of any local, state or federal court located in the State of
California and hereby appoints the Secretary of the State as his agent for
service of process, and agrees that process in any action arising out of this
Guaranty may be served upon said Secretary of. the State of California and
shall have the same validity as if personally served upon Guarantor herein.

If any term or provision of this Guaranty or the application thereof to
any person or circumstances shall, to any extent, be invalid or unenforceable,
the remainder of this Guaranty, or the application of such term or provision
to persons or circumstances other than those as to which it is held invalid or
unenforceable, shall not be affected thereby, and each term and provision of
this Guaranty shall be valid and enforceable to the fullest extent permitted
by law.

The waiver of any provision of this Guaranty by either of the parties
thereto shall constitute a waiver of that provision on that occasion only, and
shall not constitute a waiver of any other term of this Guaranty, not a waiver
of that provision with respect to any other occasion. No delay or failure by
Landlord to exercise any right or remedy against Tenant or Guarantor will be
construed as a waiver of that right or remedy. :

If Guarantor is more than one person, Guarantor's obligations are joint
and several and are independent of Tenant's obligations. A separate action
may be brought or presecuted against any Guarantor whether the action is
brought or prosecuted against any other Guarantor or Tenant, or all, or
whether any other Guarantor or Tenant, or all, are joined in the action.

Guarantor represents and warrants that it has full requisite power and
authority to:

(a) execute, deliver and be legally bound by this Guaranty on the terms
and conditions herein stated; and

(b) transact any other business with Landlord as necessary to fulfill the
terms of this Guaranty.

Guarantor acknowledges that the undertaking given hereunder is given in
consideration of Landlord’s entering into the Lease, and that Landlord would
not have entered into the Lease but for the execution and delivery of this
Guaranty. .

This Guaranty constitutes the entire agreement between Guarantor and

Landlord with respect to its -subject matter, and supersedes all prior or
contemporaneous agreements, representations and understandings.
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Each of the following shall constitute a default of Guarantor under this
Guaranty:

(a) The failure of Guarantor to perform any of its obligations under this
Guaranty; or

(b) The commencement of any bankruptcy, insolvency, arrangement,
reorganization, or other debtor-relief proceeding under any federal or state
law by Tenant or Guarantor.

If Landlord disposes of its interest in the Lease, "Landlord," as used in
this Guaranty, shall mean Landlord’s successors.

This Guaranty shall bind Guarantor, Guarantor’s executors, administrators,
heirs and assigns.

This Guaranty shall not be modified, amended, released or discharged
except by a writing executed by Landlord.

ONDITION OF GUARANTY

Notwithstanding the foregoing provisions of this Guaranty, this Guaranty
and all rights of Landlord hereunder are expressly made subject to and
conditioned upon the occurrence of one or more of the following events or on
pefore the expiration of five (5) years from the date hereof:

(1) The sale, transfer or other voluntary disposition by Guarantor in 2
single transaction or a series of transactions of fifty percent (50%) or more
of the presently issued and outstanding shares of capital stock of Buyer (the
"Transferred Stock"); or,

(2) The issuance and sale by Buyer in a single transaction or series of
transactions of additional shares of the capital stock of Buyer in an amount
sufficient to transfer fifty percent (50%) or more of the then outstanding

- capital stock of Buyer to persons other than Guarantor; or,

(3) Any combination of transactions described in subparagraphs (1) and
(2) next proceeding which transfers to persons other than Guarantor fifty
percent (50%) or more of the then issued and outstanding shares of capital
stock of Buyer; or, :

(4) The sale, transfer or other voluntary disposition of substantially
all of the assets of Buyer, but only if, as a result of such transaction or
series of transactions described in subparagraphs (1) through (4) above; 4

(i} The consideration received or to be received by Guarantor or Buyer or
by both of them equals or exceeds (a) Guarantor’s net investment in Buyer plus
Eb) §n average annual rate of return on his net investment of fifteen percent

15%). : :
Upon the occurrence of any of the above enumerated events, the foregoing
Guaranty shall automatically be activated and be and become effective and
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unconditional and irrevocable. Otherwise, said Guaranty shall be of no force
or effect.

IN WITNESS WHEREOF, the undersigned has duly executed this instrument as
of the ____ day of November 1991.

GUARANTOR

Fred Comrie

4750A(11)22/91)
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EXHIBIT "c"

TENANT'S CERTIFICATE
STATEMENT OF TENANT RE: LEASE

DATE: , 19

RE: ADDRESS:

Gentlemen:

It is our understanding that you have committed te loan
funds on the gecurity of the gubject premises and, as a
condition precedent thereof, have require this certification
by the undersigned.

The undersigned, as Tenant under that certain Lease dated
+ 19 __, made and entered into between the
HOME FURNISHING CENTER as Landlord and the undersigned, as
Tenant, hereby confirms that the undersigned has entered into
occcupancy of the premises dascribed in said Lease on

: » and the minimum rental was payable from December 1,
1991; that gaid Lease iz in full force and effect and has not
heen assigned, modified, supplemented or amended in any way,
excapt as set forth in Schedule 1 hereto; that the same
represents the entire agreemaent between the parties as to this
Lease; that the initial term of said Leage axpires on
« 19__ and such term may be aextanded for up to an
additional twenty (20) years in accordance with the provisions
thereof; that, except as disclosed on Schedule 1 herato, to
Tenant’s knowledge and beliaf all conditions under said Lease
to be performed by the Landlord have been satisfied,
including, but without limitation, all co-tenancy requirements
thereunder, all required contributions by Landlord to Tenant
on account of Tenant’s existing defenses or offsets which the
undersigned has against the endorsement of said Lease by the
Landlerd; that no rental has baan paid ih advance and no
security (or the sum of §$ ) has been deposited
with Landlord; and that the minimum rental for .
19___, has been paid.

Very truly yours,

TENANT
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EXHIBIT "p»
8IGN CRITERIA

SIGN RESTRICTIONS
1, Tenant shall have tha right to use existing "Arnoldrg"
sign.,
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EXHIBIT "E"
- COMMON AREA RULES AND REGULATIONS
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EXHIBIT "“pn
EXCEPTIONS TO LANDLORD’ 8
REPRESENTATIONS AND WARRANTIES



