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CONSENT TO SUBLEASE AGREEMENT

THIS CONSENT TO SUBLEASE AGREEMENT ("Consent") is entered into by and between
THE CITY OF SAN DIEGO, a California municipal corporation ("CITY"), DRISCOLL
MISSION BAY, LLC, a California limited liability company ("DRISCOLL"), and MICHAEL
THOMPSON, an individual doing business as "Six Pac, a California company" ("SIX PAC"), to
be effective upon execution by CITY (the "Effective Date") and approval by the San Diego
Attorney, as follows:

REC[TALS

A. DRISCOLL is the "LESSEE", by assignment, under that certain PERCENTAGE LEASE
dated March 5, [979 (as amended by that certain F[RST AMENDMENT TO LEASE
dated June 2, 1986, the "Master Lease"), by and between CITY, as lessor, and MISSION
BAY MARINA, a limited partnership, as lessee, relating to certain real property ("Master
Lease Property") described as Lots 25, 26, 27, and 28 of Quivira Basin, Mission Bay
Park, together with the water areas adjacent thereto, located in San Diego, California, and
more particularly described in the Master Lease, attached hereto as Exhibit A.

B. The Master Lease requires CITY'S consent to any sublease of the Master Lease Property.

C. DRISCOLL and SIX PAC have executed that certain SUBLEASE ("Six Pac Sublease")
dated May 1,2007, whereby, subject to CITY'S consent, DR[SCOLL subleases to SIX
PAC and SIX PAC subleases from DR[SCOLL a portion of the Master Lease Property
("Sublease Premises") consisting of a 116 square foot office located in a building on the
Master Lease Property and more fully described in the Six Pac Sublease, attached hereto
as Exhibit B.

D. Under the terms of this Consent, CITY will consent to the Six Pac Sublease.

FOR VALUABLE CONSIDERATION, the receipt and sufficiency of which is acknowledged,
the parties agree as follows:

I. Subordination. The Six Pac Sublease is and shall be subordinate to the Master Lease.
CITY shall not be bound by any term or condition in the Sublease, which in any way
conflicts with CITY'S rights or increase CITY'S obligations under the Master Lease.
Any conflict between the Master Lease and the Sublease shall be construed or resolved
in favor of the Master Lease. SIX PAC acknowledges and agrees that his rights and
obligations as "Subtenant" under the Six Pac Sublease are subject and subordinate to the
terms and conditions of this Consent and the Master Lease.

2. Master Lease Provisions. Without releasing DRISCOLL of any obligation, SIX PAC
additionally assumes and shall perform the obligations of "LESSEE" under the Master
Lease as and to the extent, such obligations are applicable to the Sublease Premises or
SIX PAC'S use of any common area within the Master Lease Property.
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3. Use. SIX PAC'S use shall be limited to boat repair and office space rental within the

Master Lease Property and shall comply at all times to the Master Lease.

4. Rent. DRISCOLL shall pay the following to CITY as rent defined under the Master
Lease:

(a) Four percent (4%) of gross income from repair and painting of boats, repair of
motors, sale of boats and motor parts, accessories and marine hardware, and for
boat launching, haul out, and lay days (as defined in Master Lease);

(b) Twenty percent (20%) of gross income from dry storage;

(c) Seven percent (7%) of gross income from usage of office space;

(d) Ten percent (10%) of all gross income from all other sales, services, or operations
conducted on Master Lease Property.

5. Indemnification. DRISCOLL and SIX PAC, jointly and severally, shall defend,
indemnify, protect, and hold CITY, its elected officials, officers, representatives, agents
and employees harmless from and against any and all claims asserted or liability
established for damages or injuries to any person or property, including without
limitation any injury to DRISCOLL'S or SIX PAC'S officers, employees, agents,
invitees, guests, subtenants or licensees, which arise out of or are in any manner directly
or indirectly connected with the Six Pac Sublease, SIX PAC'S use of or operations on
the Master Lease Property, the condition of the Sublease Premises, or form any act or
omission of SIX PAC or any of its employees, agents, invitees, guest, subtenants or
licensees; provided, however, this duty to indemnify and hold harmless shall not include
any claims or liability arising from the established sole negligence, or sole willful
misconduct of CITY, its elected officials, officers, representatives, agents or employees.

6. Subsequent Sublease. This Consent does not constitute consent to any subsequent
subletting of any portion of the Master Lease Property, and does not relieve DRISCOLL,
SIX PAC, or any person claiming under or through either of them of the obligation to
obtain CITY'S consent to any future sublease.

7. Brokerage Commission. CITY shall not be liable for any brokerage commission or
finder's fee in connection with the consummation of the Six Pac Sublease or this
Consent. DRISCOLL and SIX PAC shall jointly and severally protect, defend,
indemnify, and hold CITY harmless from and against any claim for any brokerage
commission or finder's fee related to the consummation of the Six Pac Sublease or this
Consent, and from and against any cost or expense (including without limitation attorney
fees) incurred by CITY in resisting any claim for any such brokerage commission or
finder's fee.

8. San Diego's Strong Mayor Form of Governance. The Master Lease shall be amended by
adding the following section:
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All references to "City Manager" in this lease and all subsequent
amendments to this lease shall be deemed to refer to "Mayor". This section
became effective on January 1, 2006, and shall remain in effect for the
duration the City operates under the mayor-council (commonly referred to
as "strong mayor") form of governance pursuant to Article XV of the City of
San Diego City Charter.

9. No Further Modification of Master Lease or Sublease. Except as provided herein, this
Consent shall not be deemed or construed to modify, waive, impair, or affect any of the
terms or conditions of the Master Lease or the Six Pac Sublease.

10. Controlling Law. The terms and conditions of this Consent shall be construed in
accordance with the laws of the State of California.

II. Captions. Captions to the sections of this Consent are included for convenience only and
do not modify any of the terms of this Consent.

12. Entire Agreement. This Consent constitutes the entire statement of the agreement of the
parties pertaining to the amendment of the Master Lease and CITY'S consent to the Six
Pac Sublease, and is binding on and inures to the benefit of the parties' respective heirs,
representatives, successors and assigns. No party has been induced to enter into this
Consent by, nor is any party relying on, any representation or warranty outside those
expressly set forth in this Consent. No modification of the terms or conditions of the
Consent shall be effective unless made in writing that expressly states that it modifies
this Consent, and signed by the parties hereto.

13. Attorney Fees. If any party commences litigation against any other party for the specific
performance of this Consent, for damages for the breach of the terms and conditions of
this Consent, or otherwise for any remedy and the enforcement thereof, the prevailing
party shall be entitled to recover from the non-prevailing party its costs and reasonable
attorney fees incurred.

14. Notice. Any notice required or permitted to be given to any party hereto shall be given
in accordance with the provisions of the Master Lease, and if to SIX PAC, addressed to:

Six Pac
Attn: Mike Thompson
1500 Quivira Way, Box 8
San Diego, CA 92109

15. Authority. Each individual executing this Consent on behalf of another person or legal
entity represents and warrants that he/she is authorized to execute and deliver this
Consent on behalf of such person or entity in accordance with duly adopted resolutions
or other authorizing actions which are necessary and proper and under such legal entity's
articles, charter, bylaws, or other written rules of conduct or governing agreement, and
that this Consent is binding upon such person or entity in accordance with its terms.
Each person executing this Consent on behalf of another person or legal entity shall
provide CITY with evidence, satisfactory to the City Manager, that such authority is
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valid and that such entity is a valid, qualified corporation, limited liability company,
partnership, or other unincorporated association in good standing in its home state and
that such entity is qualified to do business in California.

16. CITY'S Consent. Subject to the terms and conditions of the Consent, CITY hereby
consents to the Six Pac Sublease.

INWITNESS WHEREOF, the parties hereto execute this Consent, to be effective as of the
Effective Date.

Date: _L.../6-,',/'--------']_C7--17/'--6'-=-o7__

Date:

Effective Date: /1/'9:>( o::} THE CITY OF SAN DIEGO,::,:vz~n
~ 11fllMES F. !~et.
Title: 0\4ISC.101t., 2IS'At. 9tlnE' ~ t>€Pt:

APPROVED AS TO FORM AND LEGALITY:

Date: ,,~ '''::> - <::A MICHAEL J. AGUIRRE, San Diego City Attorney

BY: =--:-:-:~".,.,=::=--_~~ _
Todd Bradley, Deputy City

VB/nb
10/9/2007
1:IWP0I2007IBALOTSKYICONSENT TO SUBLEASE AGREEMENT-SIX PAC.doc
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DRISCOLL MISSION BAY LLC,
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Six Pac,
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SUBLEASE

THIS SUBLEASE ("Sublease"), dated for reference purposes only as of May 1,2007, is entered
into by and between DRISCOLL MISSION BAY LLC, a California limited liability company,
("Sublandlord") and
Six Pac, a California Company ("Subtenant"), with reference to the following facts:

A. Master Lease. Sublandlord is the successor "Lessee" under that certain Lease dated
March 5. 1979, between the CITY OF SAN DIEGO, a municipal corporation ("City"), as Lessor, and
MISSION BAY MARINA, a California limited partnership, as Lessee, a copy of which is attached hereto
as Exhibit A and incorporated herein by reference (as amended from time to time, the "Master Lease"),
for certain leased premises in Quivira Basin at Mission Bay Park, San Diego, California, commonly
known as "Mission Bay Marina" and more particularly described in the Master Lease (the "Master
Premises").

B. Sublease. Sublandlord desires to sublease to Subtenant that portion of the Master
Premises described on Exhibit B (the "Subleased Premises") and Subtenant desires to sublease the
Subleased Premises from Sublandlord, on the terms and conditions provided in this Sublease. The
Subleased Premises is located in a building ("Building") located on the Master Premises.

NOW, THEREFORE, in consideration of the foregoing and the agreements contained herein,
Sub landlord and Subtenant agree as follows:

I. Sublease. Sub landlord hereby subleases the Subleased Premises to Subtenant, and
Subtenant hires and takes the Subleased Premises from Sublandlord, on the terms and conditions set forth
in this Sublease. Sublandlord also grants to Subtenant, subject to the terms of this Sublease and on all the
terms and conditions set forth herein, nonexclusive rights to use the driveways, parking areas and other
common areas of the Master Premises (collectively, the "Common Area").

2. Term.

2.1 Primary Term. The term of this Sublease (the "Term") shall commence on
May 1,2007 (the "Commencement Date") and shall expire at midnight two (2) years thereafter, on April
30, 2009 (the "Expiration Date"), subject to earlier termination as provided in this Sublease.

2.2 Option to Extend. In the event this Sublease is in full force and effect,
Subtenant has the option to extend the initial Term of this Sublease for four (4) extension periods of one
(I) year each. Each one year extension period, if exercised, is referred to in this Sublease as an "Option
Term." Each Option Term shall be subject to all the terms and provisions of this Sublease except for a
change in the Base Rent. In the event that Subtenant elects to exercise its option to extend the initial
Term or any Option Term, Subtenant shall provide written notice (the "Exercise Notice") to Sublandlord
no later than three (3) months prior to the Expiration Date or, if exercised during an Option Term, three
(3) months prior to the end of the then current Option Term. For the purpose of this Section 2.2, the
phrase "in full force and effect" shall mean the following: (i) the Sublease has only been modified by the
written mutual agreement of the parties and not by court order or as a part of a bankruptcy or other
debtor-related procedure or proceeding; (ii) Subtenant has not unilaterally repudiated any terms of the
Sublease; (iii) Subtenant is not then in Default under the Sublease (and will not be in Default on the last
day of the initial Term or any Option Term); and (iv) Sublandlord has not given a notice of a Default to
Subtenant on more than three (3) occasions since the Commencement Date. Subtenant's options to extend
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are personal to Subtenant and cannot be exercised by any other party. Subtenant shall have no right to
extend the Term or any Option Term except as set forth in this Section 2.2.

2.3 Increase in Base Rent During Option Termfs), The Base Rent for each Option
Term shall be increased by ten percent (10%) over the Base Rent in effect during the last month of the
initial Term or the then-existing Option Term, as the case may be. Unless the context of the reference
clearly requires a different interpretation, any reference to the word "Term" shall include any Option
Term for which Subtenant has properly exercised its rights to extend as set forth in Section 2.2, above.

3. Rent.

3.1 Base Rent. Subtenant agrees to pay Sub landlord monthly rent ("Base Rent") in
advance according to the following schedule, beginning on the Commencement Date, and continuing on
the first day of every month thereafter, during the initial Term of this Sublease.

Months 1-24 $273.90 per month

3.2 Percentage Rent. In addition to Base Rent, Subtenant agrees to pay to
Sublandlord monthly percentage rent ("Percentage Rent") in amounts calculated as set forth below.
Percentage Rent shall be paid on or before the 20th day of each month during the Term based on
Subtenant's Gross Income for the immediately preceding month.

Percentage Rent shall be calculated in the same manner and at the same rates as
set forth in the Master Lease and as adjusted from time to time under the provisions of the Master Lease,
the provisions of which relating to Percentage Rent are incorporated herein by reference. For the
purposes of this Sublease, the term "Gross Income" shall have the same meaning as attributed to that
term in the Master Lease, the provisions of which are incorporated herein by reference.

Subtenant acknowledges receipt of a copy of the provisions of the Master
Lease currently in effect dealing with Percentage Rent and Gross Income.

3.3 Additional Rent. In addition to Base Rent and Percentage Rent, Subtenant agrees
to pay to Sub landlord as additional rent ("Additional Rent"), at times specified in this Sublease: (i) the
Common Area Expenses payable as provided in Article 5, and (ii) any other amounts that Subtenant
assumes or agrees to pay under the provisions of this Sublease that are owed to Sublandlord, including,
without limitation, any and all other sums that may become due by reason of any Default of Subtenant or
Subtenant's failure to comply with the agreements, terms, covenants and conditions of this Sublease to be
performed by Subtenant.

3.4 Increase in Base Rent Resulting from Increase in Percentage Rental under Master
Lease. All Rent (as that term is defined below) received by Sublandlord under this Sublease is included
in "gross income" as that term in defined in the Master Lease. Sublandlord is required to pay percentage
rent to the City under the Master Lease based on Sublandlord's gross income generated by business
conducted on the Master Premises. In the event Master Landlord increases the percentage rent payable
under the Master Lease attributable to Rent paid under this Sublease, the Base Rent under this Sublease
shall be increased by that amount required for Sub landlord to receive the same net Base Rent after the
increase in percentage rent as it received immediately prior to the increase in percentage rent by the City.
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3.5 Rent. Base Rent, Percentage Rent and Additional Rent shall together be referred

to in this Sublease as "Rent." Rent shall be paid to Sublandlord in lawful money of the United States of
America at the office of Sublandlord or to such other person or at such other place as Sublandlord may
from time to time designate in writing. All Rent and other monetary obligations shall be paid by
Subtenant without notice or demand and without set-off, counterclaim, recoupment, abatement,
suspension, deferment, diminution, deduction, reduction or defense.

3.6 Proration. In the event that Rent commences with respect to the Subleased
Premises on a day other than the first day of a calendar month, Rent shall be prorated with respect thereto
on the basis of a thirty (30) day month and shall be due and payable for such prorated portion of the
month on the date that Rent commences.

4. Security Deposit. On execution of this Sublease, Subtenant shall deposit with
Sublandlord a cash "Security Deposit" in the amount of Two Hundred Seventy-Three and 90/100 Dollars
($273.90). The Security Deposit shall be held by Sub landlord as security for the timely and faithful
performance by Subtenant of all of Subtenant's obligations under this Sublease. Sublandlord may apply
all or part of the Security Deposit to any unpaid Rent or other charges due from Subtenant, to cure any
other Subtenant Default(s) after expiration of any applicable cure period, or to clean or repair damages to
the Subleased Premises upon expiration or earlier termination of this Sublease. If Sublandlord uses any
part of the Security Deposit, Subtenant shall restore the Security Deposit to its full amount within ten (10)
days after Sub landlord's written request. No interest shall be paid on the Security Deposit. Sub landlord
shall not be required to keep the Security Deposit separate from its other accounts, and no trust
relationship is created with respect to the Security Deposit. After both (a) the termination of this Sublease
and (b) Subtenant's vacation of the Subleased Premises, Sublandlord, within a reasonable time, shall
refund or credit to Subtenant (or Subtenant's successor) the unused portion of the Security Deposit and
any advance Rent or other advance payments made by Subtenant to Sub landlord after deduction for any
purposes permitted by this Section 4.

5. Common Area Expenses.

5.1 Payment of Subtenant's Share of Common Area Expenses. Each month during
the Term, Subtenant shall pay to Sublandlord, as Additional Rent, one-twelfth (1/12th) of an amount
reasonably estimated by Sub landlord to be Subtenant's Pro Rata Share (as defined below) of the total
annual Common Area Expenses. Subtenant's "Pro Rata Share" is ten per cent (10%), which percentage
has been determined by dividing the approximate rentable square footage of the Subleased Premises by
the total approximate square footage of all of the buildings in the Master Premises. It is understood and
agreed that the square footage figures used to make these calculations may not be strictly calculated
pursuant to BOMA standards and are approximations which Sub landlord and Subtenant agree are
reasonable and shall not be subject to revision. Sublandlord may adjust its estimate of such expenses at
the end of any calendar quarter on the basis of Sub landlord's experience and reasonably anticipated costs.

Following the end of each calendar year (and also after the date of expiration or
sooner termination of this Sublease), Sub landlord shall furnish to Subtenant a statement showing in
reasonable detail the Common Area Expenses during such calendar year (or portion thereof prior to the
expiration or sooner termination of this Sublease). If Subtenant's share of such costs exceeds Subtenant's
payments made during the prior calendar year, Subtenant shall pay Sub landlord the deficiency within
twenty (20) days after receipt of such statement. If Subtenant's payments of Common Area Expenses
during the prior calendar yearexceed its actual Pro Rate Share, Subtenant shall be entitled to credit the
excess to its next monthly payment(s) of the Pro Rata Share until the credit is exhausted.
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5.2 Definition of Common Area Expenses. As used in this Sublease, the term

"Common Area Expenses" shall include, without limitation, all amounts paid by Sub landlord for the
maintenance, repair, replacement, operation and management of the Common Area, together with an
administrative fee equal to ten percent (10%) of all such amounts. In addition to those expenses
specifically mentioned in Sections 9. I, 10. I, 10.2 and 14.1, below, Common Area Expenses shall include,
without limitation, the costs of gardening; landscaping; repaving, resurfacing, and restriping of all parking
areas; maintenance of all walkways and stairways; property management; exterior building painting;
lighting and other utilities; cleaning; common area trash removal; depreciation and replacement of
equipment; insurance on the Common Area; and all real property taxes and/or assessments levied against
the Master Premises.

6. Use.

6. I Use. Subtenant shall use the Subleased Premises for Boat Repair, and shall not
use the Subleased Premises, or permit or suffer the Subleased Premises to be used, for any other purpose
without the prior written consent of Sublandlord, which consent may be withheld in Sublandlord's sole
and unfettered discretion.

6.2 Compliance with Law. Subtenant shall use the Subleased Premises in
compliance with all current or future federal, state and local laws and regulations, and all covenants,
conditions and restrictions applicable to the Master Premises. Subtenant shall not use or occupy the
Subleased Premises in violation of any law, regulation or covenant, condition or restriction applicable to
the Master Premises, or the certificate of occupancy issued for the Building and shall, upon five (5) days
written notice from Sub landlord, discontinue any use of the Subleased Premises which is declared by any
governmental authority having jurisdiction to be a violation of law or of said certificate of occupancy.
Subtenant shall, at its expense, comply with any direction of any governmental authority having
jurisdiction which shall, by reason of the nature of Subtenant's use or occupancy of the Subleased
Premises, impose any duty upon Subtenant or Sub landlord with respect to the Subleased Premises or with
respect to the use or occupation thereof.

6.3 Insurance Requirements. The insurance to be initially carried by Sub landlord
and Subtenant pursuant to the provisions of Article 14 shall be consistent with the actual use of the
Subleased Premises. Thereafter, if the use of the Subleased Premises changes to another use permitted
under Section 6. I such insurance shall, to the extent available, be consistent with such changed use.
Subtenant shall not do or permit to be done anything which will invalidate or increase the cost of any fire,
extended coverage or any other insurance policy covering the Master Premises. Subtenant shall comply
with all rules, orders, regulations and requirements of the insurers of the Master Premises. Subtenant
shall promptly, upon demand, reimburse Sublandlord for any additional premium charged for any policy
by reason of Subtenant's failure to comply with the provisions of this Section.

6.4 Key to Subleased Premises. Subtenant shall deliver to Sublandlord all keys to
locks to doors in the Subleased Premises for the purpose of emergency access. Additionally, if requested
by Sublandlord, or required by a government agency, Subtenant agrees to maintain a duplicate set of keys
in a fire department controlled lock box located on the Subleased Premises or at a central location on the
Master Premises as directed by Sublandlord.

6.5 Exterior Changes. Subtenant shall make no changes to the exterior of the
Building without the prior written approval of Sub landlord, which approval may be withheld in
Sublandlord's sole and unfettered discretion. Subtenant acknowledges that all exterior changes are also
subject to written approval of the City.
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6.6 Signs. No sign, advertisement or notice which is visible outside the Subleased

Premises shall be exhibited, painted or affixed by Subtenant or any part of the Subleased Premises, or on
any part of the exterior of the Building, without the prior written consent of Sublandlord, which consent
may be withheld in Sublandlord's sole and unfettered discretion. All such signage shall be in compliance
with applicable laws. Such signs shall be installed at Subtenant's sole cost, and the cost of removing such
signs and repairing the Building at the end of the term of the Sublease shall be paid by Subtenant.

6.7 Load Rating. No equipment weighing in excess of the load per square foot
which such floor was designed to carry, or which is allowed by law, shall be placed upon the Subleased
Premises.

6.8 Unlawful Purpose. Subtenant shall not allow the Subleased Premises to be used
for unlawful purposes, nor shall Subtenant cause, maintain or permit any nuisance or waste in or on the
Subleased Premises.

7. Common Area.

7.1 Common Area - Definition. The term "Common Area" is defined as all areas and
facilities outside the Subleased Premises and any other sub-tenant's premises and within the exterior
boundary line of the Master Premises that are provided and designated by Sublandlord from time to time
for the general nonexclusive use of Sublandlord, Subtenant and other subtenant(s) and their respective
employees, suppliers, shippers, customers and invitees, including but not limited to common entrances,
corridors, stairways and stairwells, public restrooms, mechanical and electrical rooms, parking areas to
the extent not otherwise prohibited by this Sublease, loading and unloading areas, trash areas, roadways,
sidewalks, walkways, parkways, ramps, driveways, landscaped areas and decorative walls. Sub landlord
shall have the right to exclude any portion of the Building and Master Premises other than the Subleased
Premises from the Common Area under this Sublease.

7.2 Common Area - Rules and Regulations. Subtenant agrees to abide by and conform to the
rules and regulations adopted by Sub landlord from time to time with respect to the Building and Common
Area, and to cause its employees, suppliers, shippers, customers, and invitees to so abide and conform.
Sub landlord or such other person(s) as Sublandlord may appoint shall have the exclusive control and
management of the Common Area and shall have the right, from time to time, to modify, amend and
enforce said rules and regulations. Sub landlord shall not be responsible to Subtenant for the non-
compliance with said rules and regulations by other subtenants of the Master Premises, their agents,
employees and invitees.

7.3 Common Area - Changes. Sublandlord shall have the right, in Sub landlord's sole
discretion, from time to time:

(a) To make changes to the interior and exterior of the Building and to the
Common Area, including, without limitation, changes in the location of structures in Common Area,
construction of additional buildings and other structures in the Common Area and changes to the size,
shape, and appearance of the Common Area, including but not limited to the driveways, entrances,
parking spaces, parking areas, loading and unloading areas, ingress, egress, direction of traffic, decorative
walls, landscaped areas and walkways; provided, however, Sub landlord shall at all times provide the
parking facilities required under this Sublease.

(b) To close temporarily any of the Common Area for maintenance and
repair and replacement purposes so long as reasonable access to the Subleased Premises remains
available;
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(c) To add additional improvements to the Common Area;

(d) To use the Common Area while engaged in making additional
improvements, repairs or alterations to the Master Premises, or any portion thereof; and,

(e) To do and perform such other acts and make such other changes in, to or
with respect to the Common Area and Sub landlord may, in the exercise of sound business judgment,
deem to be appropriate.

7.4 Parking. Subtenant shall be entitled to the nonexclusive use of the vehicle
parking spaces, on an unreserved and unassigned basis, on those portions of the Common Area designated
by Sub landlord for parking purposes from time to time. Subtenant shall not use more parking spaces than
allotted to Subtenant hereunder. Said parking spaces shall be used only for parking by vehicles no larger
than full size passenger automobiles or pickup trucks. Subtenant shall not permit or allow any vehicles
that belong to or that are controlled by Subtenant or Subtenant's employees, suppliers, shippers, customers
or invitees to be loaded, unloaded or parked in areas other than those designated by Sub landlord for such
activities. If Subtenant permits or allows any such activities other than in the spaces designated for the
same, then Sub landlord shall have the right, without notice, and in addition to such other rights and
remedies that it might have under this Sublease or at law, to remove or tow away the vehicle involved and
charge the cost thereof to Subtenant, which cost shall be immediately payable upon demand by
Sublandlord as Additional Rent.

8. Condition of Subleased Premises.

8.1 No Representation. Subtenant acknowledges that neither Sublandlord nor any
agent of Sub landlord has made any representations or warranties, express or implied with respect to (i)
the condition of the Subleased Premises, the Building or the Master Premises, (ii) the suitability of the
Subleased Premises for Subtenant's purposes (iii) the location, use, design, merchantability, fitness for use
for a particular purpose, condition or durability of the Subleased Premises or the Building, (iv) the
prospect or ability to make a profit in the operation of a business in the Subleased Premises, (v) the
existence of Hazardous Materials (as defined in Section 24.6) in, on or adjoining the Building or the
Master Premises, (vi) the quality of the material or workmanship in the Building or the Subleased
Premises, (vii) the future use or uses of the Building or the Master Premises, and/or (vii) the continuation
of any current business or the prospect for new or additional businesses in the Building, in the Master
Premises, or on properties adjacent to or near the Master Premises. All risks incidental to the condition
and use of the Subleased Premises shall be borne by Subtenant. Except as expressly provided in this
Sublease, IN THE EVENT OF ANY DEFECT OR DEFICIENCY OF ANY NATURE IN THE
SUBLEASED PREMISES OR ANY FIXTURE OR OTHER ITEM CONSTITUTING A
PORTION THEREOF, WHETHER PATENT OR LATENT, LANDLORD SHALL NOT HAVE
ANY RESPONSmILITY OR LIABILITY WITH RESPECT THERETO.

SUBTENANT AGREES THAT IT IS TAKING THE SUBLEASED
PREMISES IN AN "AS-IS, WHERE-IS" CONDITION WITH ALL FAULTS AND WITH
ABSOLUTELY NO REPRESENTATIONS AND WARRANTIES.

8.2 Walk-Through Inspection. Subtenant acknowledges and agrees that at or before
the signing of this Sublease, he inspected the Subleased Premises and, as set forth in Section 8.1, above,
accepted the Subleased Premises in their then existing condition. On or before the Commencement Date,
Sub landlord and Subtenant shall conduct a walk-through inspection of the Premises and prepare a list of
those items relating to the Subleased Premises which are not then in substantially the same condition as
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existed at the time of the signing of the Sublease. The taking of possession of the Subleased Premises by
Subtenant shall establish conclusively that the Subleased Premises existed on the Commencement Date in
substantially the same condition as of the date of the signing of the Sublease, except for list items set forth
in this list. Sublandlord shall promptly perform such maintenance and repairs as are required to bring the
items on the list to a condition substantially the same as existed at the time of the signing of the Sublease.

9. Utilities and Services.

9.1 Utilities Provided. Sublandlord shall furnish to the Subleased Premises
reasonable quantities of water, sewer, gas, electricity and trash removal as required for Subtenant's use.
The cost of these utilities shall be Common Area Expenses.

9.2 Utilities and Services Not Provided. Subtenant shall arrange, and pay the
supplier directly, for all telephone and (except as provided in Section 9.1) all other utilities and services
supplied to the Subleased Premises, together with any connection charges and taxes thereon.

9.3 No Liabilitv. Sublandlord shall not be liable for, nor shall any eviction of
Subtenant result from, the failure of any such utility or service to be furnished to the Subleased Premises,
whether such failure is caused by accident, breakage, repairs, strikes, lockouts or other labor disturbances
or labor disputes of any character, governmental regulation, moratorium or other governmental action. In
the event of such failure, Subtenant shall not be entitled to any abatement or reduction of Rent, nor shall
Subtenant be relieved from the operation of any covenant or agreement of this Sublease.

9.4 No Increase in Requirements. Subtenant shall not, without the prior written
consent of Sublandlord, use any device in the Subleased Premises, including without limitation special
equipment or machines, which will in any way unreasonably increase the amount of electricity or water
used in or other services provided to the Subleased Premises over that provided to the Subleased
Premises at the Commencement Date. Subtenant shall pay to Sublandlord as Additional Rent an amount
equal to all costs incurred by Sublandlord to provide such excess services and utilities, which payment
shall be made by Subtenant within thirty (30) days of the date of the invoice for these costs.

10. Repairs and Maintenance.

10.1 Common Area. Sub landlord shall maintain the Common Area in good condition,
ordinary wear and tear excepted. The costs for said repair and maintenance shall be a Common Area
Expense.

10.2 Structural and Mechanical Elements. Sublandlord shall repair and maintain the
exterior of the Building, the Building's foundation, the Building's mechanical elements (i.e., the heating,
ventilating, and air-conditioning systems servicing the Subleased Premises, and the unexposed electrical,
plumbing, and sewage systems), the structural components of the exterior walls and the structural
components of the roof of the Building. The costs for repair and maintenance of these elements shall be a
Common Area Expense.

10.3 Subtenant's Maintenance Obligations. Except for Sublandlord's obligations
pursuant to Section 10.2 above, Subtenant shall, at Subtenant's sole cost and expense, keep the Subleased
Premises and every part of the Subleased Premises in good order, condition and repair, and in compliance
with all applicable laws, ordinary wear and tear excepted and regardless of the condition of the Subleased
Premises on the Commencement Date (except for Sublandlord's obligations to repair under Section 8.2,
above, if any). Subtenant shall, upon the expiration or sooner termination of the Term, surrender the
Subleased Premises to Sublandlord in good order, condition and repair and in compliance with all
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applicable laws. Subtenant's obligations shall include restorations, replacements or renewals, including
capital expenditures for restorations, replacements or renewals which will have a useful life beyond the
expiration of the Term, when necessary to keep the Subleased Premises and all improvements thereon or
a part thereof in good order, condition and repair and in compliance with all applicable laws. Except as
expressly set forth in this Sublease, it is intended by the parties hereto that Sub landlord shall have no
obligation, in any manner whatsoever, to repair or maintain the Subleased Premises, including the
improvements or equipment located therein, whether structural or nonstructural, all of which obligations
are intended to be the sole expense of Subtenant, whether or not such repairs, maintenance or restoration
shall have a useful life extending beyond the expiration of the Term. Subtenant shall further be
responsible for the cost of all alterations and/or repairs to the Subleased Premises required to bring the
Subleased Premises into compliance with any law, ordinance or regulation, including, without limitation,
the Americans with Disabilities Act. Any such repairs and alterations shall become the property of
Sublandlord upon the expiration or earlier termination of this Sublease.

IDA No Liability. Sublandlord shall not be liable for any failure to make any repairs
or to perform any maintenance which is an obligation of Sub landlord unless such failure shall persist for
an unreasonable time after written notice of the need of such repairs or maintenance is given to
Sub landlord by Subtenant. There shall be no abatement of Rent and no liability of Sublandlord by reason
of any injury to or interference with Subtenant's operations arising from the making of any repairs,
alterations or improvements in or to any portion of the Building or the Subleased Premises or in or to
fixtures, appurtenances and equipment therein unless such injury or interference is unreasonable.
Subtenant waives any rights under Sections 1941 and 1942 of the California CIVIL CODE or under any
law, statute or ordinance now or hereafter in effect to make repairs at Sublandlord's expense.

10.5 Damage or Destruction. Notwithstanding any of the foregoing, in the event of
fire, earthquake, flood, war or similar cause of damage or destruction, this Article 10 shall not be
applicable and the provisions of Article 15 entitled "Damage or Destruction" shall apply and control.

II. Alterations.

11.1 No Alterations. Without Sublandlord's prior written consent, which consent
shall not be unreasonably withheld, Subtenant shall make no alterations, additions or improvements in or
to the Subleased Premises. All such alterations, additions or improvements shall be made only by
licensed and qualified contractors or mechanics. Subtenant's contractor for performing any alterations,
additions or improvements shall be subject to Sublandlord's reasonable approval and shall maintain
appropriate insurance as reasonably required and approved by Sublandlord. Subtenant acknowledges that
any such alterations and repairs may also require the approval of the City.

11.2 Service Facilities. Subtenant agrees that there shall be no construction of
partitions or other obstructions which might interfere with free access to mechanical installations or
service facilities of the Building or interfere with the moving of Sub landlord's equipment to or from the
enclosures containing said installations or facilities. Furthermore, any work by Subtenant shall be
accomplished in such a manner as to permit any fire sprinkler system and fire water supply lines to
remain fully operable at all times.

11.3 Compliance With Law. Subtenant covenants and agrees that all work done by
Subtenant shall be performed in full compliance with all laws, rules, orders, ordinances, directions,
regulations and requirements of all governmental agencies, offices, departments, bureaus and boards
having jurisdiction and in full compliance with the rules, orders, directions, regulations and requirements
of any applicable fire rating bureau. Subtenant shall provide Sublandlord with "as-built" plans showing
any material changes in the Subleased Premises.

Mission Bay Sublease 8 February, 2003



• •
11.4 Prior Notice. Before commencing any material work, Subtenant shall give

Sublandlord at least fifteen (15) days prior written notice of the proposed commencement of such work.

11.5 PropertY of Sublandlord. All alterations, decorations, fixtures, equipment,
additions and improvements attached to or built into the Subleased Premises, made by either party, shall,
unless Sub landlord elects otherwise at the expiration or earlier termination of the Term, become the
property of Sublandlord. If Sub landlord elects to have such alterations removed, Subtenant shall do so
and shall repair and restore the Subleased Premises to the condition they were in prior to such alterations,
all at Subtenant's sole cost.

11.6 Removal. Subtenant shall repair any damage to the Subleased Premises caused
by Subtenant's removal of any property from the Subleased Premises; and Subtenant shall only be entitled
to remove property from the Subleased Premises as expressly provided in this Sublease. During any such
restoration period, Subtenant shall pay Rent to Sub landlord as provided herein as if said space were
otherwise occupied by Subtenant.

11.7 Personal PropertY. All articles of Subtenant's personal property, including, but
not limited to, detachable machinery and equipment, furniture, fixtures and movable partitions, which are
owned by Subtenant and installed by Subtenant at its own expense in the Subleased Premises, shall be
and remain the property of Subtenant and may be removed by Subtenant at any time during the term of
this Sublease when Subtenant is not in Default hereunder. If Subtenant shall fail to remove all of its
personal property from the Subleased Premises at the expiration or earlier termination of the Term, then
Sublandlord may, at its option, remove the same in any manner that Sublandlord may deem appropriate
and store this personal property without liability to Subtenant for loss thereof or damage thereto.
Subtenant agrees to pay Sublandlord, upon demand, any expenses incurred in such removal and storage or
Sublandlord may, at its option, without notice, sell this personal property or any of it, at a public or
private sale and without legal process, for such price as Sublandlord may obtain; and Sublandlord may
apply the proceeds of such sale against any amounts due under this Sublease from Subtenant to
Sublandlord and against any expenses incident to the removal, storage and sale of this personal property,
with any balance of the sales proceeds delivered to Subtenant. Subtenant agrees that this Sublease
constitutes a "security agreement" under the provisions of Section 9203 of the Uniform Commercial Code
- Secured Transactions, or any successor statute and, as such, Subtenant grants to Sublandlord a security
interest in all Subtenant's personal property described in this Section 11.7, as well as all tenant
improvements made to the Subleased Premises pursuant to this Article 11.

12. Liens.

12.1 No Liens. Subtenant shall keep the Subleased Premises free from any liens
arising out of work performed, materials furnished and obligations incurred by Subtenant. Subtenant
covenants and agrees that any mechanic's lien filed against the Subleased Premises for work claimed to
have been done for, or materials claimed to have been furnished to Subtenant, will be discharged by
Subtenant, by bond or otherwise, within thirty (30) days after the filing thereof, at the cost and expense of
Subtenant.

12.2 Advance by Sublandlord. Should Subtenant fail to discharge any such lien,
Sublandlord may, at Sublandlord's election, pay such claim or post a bond or otherwise provide security
to eliminate the lien as a claim against title, and the cost thereof shall be immediately due from Subtenant
as Additional Rent.
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12.3 Financing Statements. In the event Subtenant shall lease or finance the

acquisinon of equipment, furnishings or other personal property of a removable nature utilized by
Subtenant, Subtenant warrants that any Uniform Commercial Code Financing Statement executed by
Subtenant will, upon its face or by exhibit thereto, indicate that the personal property listed on any such
Financing Statement is located within the Subleased Premises. In no event shall the address of the
Building be furnished on the statement without qualifying language as to applicability of the lien only to
Subtenant's removable personal property. Should any holder of a Financing Statement executed by
Subtenant record or place of record a Financing Statement which appears to constitute a lien against any
interest of Sub landlord or against equipment which may be located other than within the Subleased
Premises, Subtenant shall, within ten (10) days after the filing of such Financing Statement, cause (i)
copies of the Security Agreement or other documents to which the Financing Statement pertains to be
furnished to Sub landlord to show that such lien is not applicable to Sub landlord's interest, and (ii) its
lender to amend documents of record so as to clarify that such lien is not applicable to any interest of
Sub landlord in the Subleased Premises. Sub landlord shall execute such documents as are reasonably
required by Subtenant or Subtenant's lenders or equipment lessors provided the same do not in any way
alter the rights of Sub landlord under this Sublease.

13. Indemnification and Exculpation.

13.1 Indemnification by Subtenant. Subtenant agrees to indemnify the City,
Sub landlord and its lenders, partners, members, shareholders, directors, officers, attorneys, managers,
agents and employees, and their successors and assigns (collectively "Sublandlord's Indemnified
Parties") against, and to protect, defend and save them harmless from, all liability, demands, claims,
causes of action or judgments, and all reasonable expenses incurred in investigating or resisting the same
(including reasonable professional fees, including without limitation, fees for attorneys, architects,
engineers, and environmental consultants), arising out of Subtenant's failure to fully perform under this
Sublease or for death of, or injury to, any person or damage to property (i) occurring in, upon or about the
Subleased Premises, (ii) arising from our out of Subtenant's use and occupancy of the Subleased
Premises, or (iii) arising from or out of any act or omission of Subtenant, its agents, contractors,
employees, servants and tenants, except if such death or injury, or damage to property is caused solely by
the willful act or gross negligence of Sublandlord or Sublandlord's Indemnified Parties.

13.2 Indemnification bv Sublandlord. Except as otherwise provided in this Article,
Sub landlord agrees to indemnify Subtenant and its shareholders, directors, officers, agents, servants and
employees (collectively "Subtenant's Indemnified Parties") against, and to protect, defend and save
them harmless from all liability, demands, claims, causes of action or judgments, and all reasonable
expenses incurred in investigating or resisting the same (including reasonable attorneys' fees), for death
of, or injury to, any person or damage to property occurring in, upon, or about the Subleased Premises
during the term of this Sublease caused solely by the willful acts or gross negligence of Sublandlord or
Sublandlord's agents, contractors, employees, and/or servants.

13.3 No Liability of Sub landlord. Notwithstanding any provision of Sections 13.1 and
13.2 to the contrary, Sublandlord shall not be liable to Subtenant or any other party, and Subtenant
assumes all risk of damage to personal property including loss of records kept within the Subleased
Premises. Subtenant further waives any claim for injury to Subtenant's operations or loss of income
relating to any such damage or destruction of personal property, including any loss of records.

13.4 Assumption of Risk. Additionally, Sublandlord shall not be liable to Subtenant
or any other party, and Subtenant assumes all risk of damage and liability (other than as may be covered
by insurance or by a third party), resulting from any defect or malfunction of any Building system or
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component of a Building system (such as HVAC, mechanical, plumbing, electrical, waste disposal, or
sewer).

13.5 Security Devices. Security devices and services provided for the Building and
Master Premises, if any, while intended to deter crime, may not in given instances prevent theft or other
criminal acts, and it is agreed that Sublandlord shall not be liable for injuries or losses caused by criminal
acts of third parties. The risk that any security device may malfunction or otherwise be circumvented by
a criminal is assumed by Subtenant. Subtenant shall, at Subtenant's cost, obtain applicable insurance
coverages to the extent Subtenant desires protection against such criminal acts. Sub landlord shall have no
continuing obligation to repair, maintain or replace any existing security devices, if any, and may remove
any such existing security devices, if any, at any time. Subtenant shall be solely responsible, at its sole
expense, to provide a safe and secure environment within the Subleased Premises for its employees,
customers, invitees and guests.

14. Insurance.

14.1 Insurance on Building. Sub landlord shall carry insurance on the Building,
including the Subleased Premises and its improvements, to the extent such is insurable as part of the
Building (excluding improvements made to the Subleased Premises made by Subtenant), in an amount
equal to full replacement cost (without reference to depreciation taken by Sublandlord upon its books or
tax returns), or such greater insurance coverage as Sublandlord's mortgage lender requires Sublandlord to
maintain. Such insurance shall provide protection against any peril generally included within the
classification "Fire and Extended Coverage," together with insurance against sprinkler damage (if
applicable), vandalism and malicious mischief. Sub landlord shall also obtain rental loss insurance for a
period of up to one year. Sublandlord, subject to availability thereof at a reasonable premium, may, but is
not required to, further insure, as Sublandlord or its lender deems appropriate, against flood and/or
earthquake, loss or failure of building equipment, hazardous materials risks, rental loss during the period
to repair or rebuild, worker's compensation insurance and fidelity bonds for employees employed to
perform services. The deductible limits of the "Fire and Extended Coverage" policy shall not exceed Five
Thousand Dollars ($5,000). Sublandlord shall furnish to Subtenant upon request a copy of said insurance
policy. The cost of all such insurance policies shall be Common Area Expenses.

14.2 Liability Insurance. Subtenant, at its own cost, shall procure and continue in
effect, from the Commencement Date or the at such time as Subtenant occupies the Subleased Premises,
whichever first occurs, and continuing throughout the Term and thereafter until Subtenant has fully and
finally surrendered the Subleased Premises to Sublandlord, comprehensive public liability insurance with
limits of not less than Three Million Dollars ($3,000,000) per occurrence for death, bodily injury or
property damage with respect to the Subleased Premises and insurance on all of its personal property.
The deductible amounts of such policy of insurance shall not exceed Five Thousand Dollars ($5,000).

14.3 Additional Insureds. The aforesaid insurance required of Subtenant shall name
as additional insureds the City, Sub landlord, their officers, directors, shareholders, partners, members and
lenders, and Sublandlord's property manager, agents and representatives for the Subleased Premises. Said
insurance shall be with companies having a policyholder rating of not less than A+ and financial category
rating of Class IX in "Best's Insurance Guide." Subtenant shall cause any insurance companies issuing
policies to Subtenant to furnish certificates evidencing such coverage to Sub landlord. No such policies
shall be cancelable or subject to reduction of coverage or other modification or cancellation except after
thirty (30) days prior written notice to Sublandlord from the insurer. All such policies shall be written as
primary policies, not contributing with and not in excess of the coverage which Sublandlord may carry.
Any of Subtenant's policies may be in the nature of a "blanket policy" which specifically provides that
the amount of insurance shall not be prejudiced by other losses covered by the policy. Subtenant shall, at
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least twenty (20) days prior to the expiration of any such policies, furnish Sub landlord with renewals or
binders. Subtenant agrees that if Subtenant fails to procure and maintain such insurance, Sub landlord
may (but shall not be required to) procure said insurance on Subtenant's behalf and charge Subtenant the
premiums for any such policies, together with a ten percent (10%) handling charge, payable upon
demand.

14.4 Fixtures and Other Items. Subtenant assumes the risk of damage to
improvements made to the Subleased Premises by Subtenant (even if made with the consent and approval
of Sublandlord), as well as any fixtures, goods inventory, merchandise, equipment, and personal property
of any kind owned or leased by Subtenant and maintained in the Subleased Premises. Sublandlord shall
not be liable for injury to Subtenant's operations or any loss of income therefrom relative to damage to
such items, all as more particularly set forth herein. Subtenant, at Subtenant's cost, shall carry such
insurance as Subtenant desires for Subtenant's protection with respect to the foregoing personal property
and tenant improvements, as well as business interruption losses and other loss of income.

14.5 Lender and Others. If any policy of insurance is to name Sublandlord as
additional insured, Subtenant shall, upon written request of Sub landlord, also designate as an additional
insured, and furnish certificates evidencing Sublandlord as an additional insured to, (i) any lender to
Sublandlord holding a security interest in the Building and/or (ii) the City.

14.6 Waiver of Subrogation. Sub landlord and Subtenant each hereby waive any and
all rights of recovery against the other, or against the officers, employees, agents and representatives of
the other, on account of loss or damage occasioned to such waiving party or its property or the property of
others under its control to the extent that such loss or damage is insured against under any fire and
extended coverage insurance policy which either party may have in force at the time of such loss or
damage, such waivers to continue as long as their respective insurers to permit. Any termination of such
a waiver shall be by written notice of circumstances as hereinafter set forth. Sublandlord and Subtenant,
upon obtaining the policies of insurance required or permitted under this Sublease, shall give notice to the
insurance carrier or carriers that the foregoing mutual waiver of subrogation is contained in this Sublease.
If such policies are unobtainable with such waiver or obtainable only at a premium over that chargeable
without such waiver, the party seeking such policy shall notify the other thereof, and the latter shall have
ten (10) days thereafter to either (i) procure such insurance in companies reasonably satisfactory to the
other party or (ii) agree to pay such additional premium. If neither (i) nor (ii) are done, this Section 14.6
shall have no effect during such time as such policies are unobtainable or the party in whose factor a
waiver of subrogation is desired shall refuse to pay the additional premium. If such policies shall at any
time be unobtainable, but subsequently shall be obtainable, neither party shall be subsequently liable for a
failure to obtain such insurance until a reasonable time after notification thereof by the other party. If the
release of either Sublandlord or Subtenant, as set forth in the first sentence of this Section 14.6 shall
contravene any law with respect to exculpatory agreements, the liability of the party in questions shall be
deemed not released but shall be secondary to the other's insurer.

14.7 Increases in Insurance. At reasonable times, Sublandlord may require insurance
policy limits to be raised to conform with reasonable requirements of Sublandlord's lender and/or the Port
Authority, or to bring coverage limits to the level then being required of similar tenants of similar
properties; provided, however, that Sub landlord may, in any event, require insurance policy limits to be
increased in proportion to any increase in the Consumer Price Index from the date of this Sublease to the
date of the requested adjustments.

15. Damage or Destruction.

15.1 Destruction Due to Risk covered bv Insurance.
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(a) If, during the Term, the Subleased Premises or the Building are totally or

partially destroyed from a risk covered by the insurance described in Section 14.1, rendering the
Subleased Premises totally or partially inaccessible or unusable, Sublandlord shall restore the Subleased
Premises or the Building to substantially the same condition as they were in immediately before
destruction, but not including any leasehold improvements made by Subtenant. Such destruction shall not
terminate this Sublease. If the existing laws do not permit restoration and repair of the Building or the
Subleased Premises, either party can terminate this Sublease immediately by giving notice to the other
party.

(b) If the cost of the restoration exceeds the amount of proceeds received
from the insurance required under Section 14.1, Sublandlord may elect to terminate this Sublease by
giving notice to Subtenant within fifteen (15) days after determining that the restoration cost will exceed
the insurance proceeds. In the case of destruction to the Subleased Premises only, if Sublandlord elects to
terminate this Sublease, Subtenant, within fifteen (15) days after receiving Sub landlord's notice to
terminate, can elect to pay to Sub landlord, at the time Subtenant notifies Sublandlord of its election, the
difference between the amount of insurance proceeds and the cost of restoration, in which case
Sublandlord shall restore the Subleased Premises. Sub landlord shall give Subtenant reasonably
satisfactory evidence that all sums contributed by Subtenant as provided in this Section 15.1 have been
expended by Sub landlord in paying the cost of restoration.

(c) If Sub landlord elects to terminate this Sublease and Subtenant does not
elect to contribute toward the cost of restoration as provided in this Section 15.1, this Sublease shall
terminate.

15.2 Destruction Due to Risk Not Covered by Insurance.

(a) If, during the Term, the Subleased Premises or the Building are totally or
partially destroyed from a risk not covered by the insurance described in Sections 14.1, above, rendering
the Subleased Premises totally or partially inaccessible or unusable, Sub landlord shall restore the
Subleased Premises or the Building to substantially the same condition as they were in immediately
before destruction. Such destruction shall not terminate this Sublease. If the existing laws do not permit
the restoration, either party can terminate this Sublease immediately by giving notice to the other party.

(b) The provisions of Section 15.2(a) notwithstanding, if the cost of
restoration exceeds five percent (5%) of the then replacement value of the Subleased Premises or the
Building that are destroyed, Sub landlord can elect to terminate this Sublease by giving notice to the
Subtenant within fifteen (15) days after determining the restoration cost and replacement value.

(c) In the case of destruction to the Subleased Premises only, if Sublandlord
elects to terminate this Sublease, Subtenant, within fifteen (15) days after receiving Sublandlord's notice
to terminate, can elect to pay to Sublandlord, at the time Subtenant notifies Sublandlord of its election, the
difference between five percent (5%) of the then replacement value of the Subleased Premises and the
actual cost of restoration, in which case Sub landlord shall restore the Subleased Premises. Sub landlord
shall give Subtenant reasonably satisfactory evidence that all sums contributed by Subtenant as approved
in this Section 15.2 have been expended by Sub landlord in paying the cost of restoration.

(d) If Sublandlord elects to terminate this Sublease and Subtenant does not
elect to perform the restoration or contribute toward the cost of restoration as provided in this Section
15.2, this Sublease shall terminate.
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15.3 Extent of Sublandlord's Obligation to Restore. If Sublandlord is obligated to or

elects to repair or restore as herein provided, Sublandlord shall be obligated to repair or restore only those
portions of the Building and the Subleased Premises as existed on the Commencement Date and for
which insurance proceeds are available to pay the costs to repair or restore; the repair and restoration of
Subtenant's special tenant improvements or tenant's personal property shall be the obligation and sole
expense of Subtenant.

·15.4 Release. Upon any termination of this Sublease under any of the provisions of
this Article 15, the parties each shall be released from further obligation to the other under this Sublease
for Rent and other claims arising from and after the date of termination. However, termination of this
Sublease shall not relieve either party from any obligation to the other existing prior to the date of
termination, which obligations shall remain in full force and effect.

15.5 Abatement of Rent. In the event of repair, reconstruction or restoration as herein
provided, Base Rent to be paid under this Sublease shall be abated as of the date of damage or destruction
until the completion of the repairs and the restoration, but only to the extent to which Subtenant's use of
the Subleased Premises is materially impaired during the period of such repair, reconstruction or
restoration. If Sub landlord provides Subtenant with other space during the period of repair which is
reasonably suitable for the temporary conduct of Subtenant's operations, the Base Rent shall not be
abated. Subtenant shall not be entitled to any compensation or damages from Sub landlord occasioned by
any such damage, repair, construction or restoration.

15.6 Damage at End of Term. Notwithstanding anything to the contrary contained in
this Article 15, Sublandlord shall have no obligation whatsoever to repair, reconstruct or restore the
Subleased Premises when the damage resulting from any casualty covered under this Article occurs
during the last twelve (12) months of the Term. In the event Sub landlord elects not to repair, reconstruct
or restore the Subleased Premises when the damage resulting from any casualty covered under this Article
occurs during the last twelve (12) months of the term of this Sublease, Subtenant may, by written notice
delivered to Sublandlord within ten (10) days after receipt by Subtenant of Sublandlord's notice of its
election not to repair, reconstruct or restore the Subleased Premises, elect to terminate this Sublease.

16. Eminent Domain.

16.1 Taking. If the Subleased Premises or any material portion of the Subleased
Premises are taken under the power of eminent domain or similar governmental action, either party may
terminate this Sublease effective as of the date possession is required to be surrendered to the condemning
authority.

16.2 Restoration. Upon any taking, if this Sublease is not terminated pursuant to
Section 16.1 above, then Sublandlord promptly shall proceed to restore the Subleased Premises to
substantially their same condition, to the extent reasonably possible, prior to such partial taking. If such
restoration has been completed, thereafter Base Rent shall be abated proportionately based on the
percentage of the rental value of the Subleased Premises after such taking as compared to the rental value
of the Subleased Premises prior to such taking.

16.3 Award. Subtenant shall be entitled to any award which is specifically awarded as
compensation for the taking of Subtenant's personal property and fixtures, including excess tenant
improvements which were installed at Subtenant's expense and for costs of Subtenant moving to a new
location. All other compensation awarded for such taking shall belong to Sub landlord.

17. Defaults and Remedies.
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17.1 Late Charge. Late payment by Subtenant to Sublandlord of Rent or other sums

due will cause Sublandlord to incur costs not contemplated by this Sublease, the exact amount of which is
extremely difficult to ascertain. Such costs include, but are not limited to, processing and accounting
charges, attorneys' charges, late payment charges on a mortgage, and so forth. In the event that Subtenant
shall be in Default for late payment under Section 17.4(a) hereoffor more than three (3) days after notice
from Sublandlord, subtenant shall pay to Sub landlord a late charge in an amount equal to ten percent
(10%) of the unpaid Rent for each month that an installment of Rent remains unpaid, which Sublandlord
and Subtenant agree is not a penalty but is a reasonable estimate of the expenses Sublandlord may incur
as a result of such late payment. In the event of any such late payment, in addition to the foregoing late
charge, the amount unpaid shall bear interest at Bank of America's "reference rate" plus three percent
(3%) per annum. Such interest shall be calculated from the date such amount was due and payable until
the same shall have been fully paid.

17.2 No Waiver. No payment by Subtenant or receipt by Sublandlord of a lesser
amount than that due shall be deemed to be other than on account of the amount due, nor shall any
endorsement or statement on any check or any letter accompanying any check or payment be deemed an
accord and satisfaction, and Sub landlord may accept such check or payment without prejudice to
Sub landlord's right to recover the balance or pursue any other remedy provided. If at any time a dispute
shall arise as to any amount or sum of money to be paid by Subtenant to Sublandlord, Subtenant shall
have the right to make payment "under protest" and such payment shall not be regarded as a voluntary
payment, and Subtenant shall have the right to institute suit for recovery of the payment paid under
protest.

17.3 Performance by Sublandlord. If Subtenant fails to perform any other act on its
part to be performed hereunder, Sublandlord may, without waiving or releasing Subtenant from any
obligations of Subtenant, perform such act on behalf of Subtenant. Any costs incurred by Sub landlord in
performing the obligations of Subtenant under this Section 17.3 shall be paid by Subtenant as Additional
Rent within ten (10) days of the date of an invoice for such costs.

17.4 Events of Default. The occurrence of anyone or more of the following events
shall constitute a "Default" hereunder by Subtenant:

(a) The failure by Subtenant to make any payment of Rent, as and when due;

(b) The failure by Subtenant to observe or perform any obligation other than
described in Section 17.4(a) above, to be performed by Subtenant where such failure shall continue for a
period of thirty (30) days after written notice thereof from Sublandlord to Subtenant. Such notice shall be
in lieu of, and not in addition to, any notice required under California Code Of Civil Procedure 1161;
provided that, if the nature of Subtenant's Default is such that it reasonably requires more than thirty (30)
days to cure, then Subtenant shall not be deemed to be in Default if Subtenant shall commence such cure
within said thirty (30) day period and thereafter diligently prosecute the same to completion;

(c)
Code of the United States;

Subtenant files a voluntary petition under any section of the Bankruptcy

(d) Subtenant makes a voluntary assignment for the benefit of creditors;

(e) A receiver, trustee or custodian is appointed to, or does, take title,
possession or control of all, or substantially all, of Subtenant's assets, or any involuntary petition is filed
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against the Subtenant under any chapter of the Bankruptcy Code of the United States, and such petition or
receiver, trustee or custodian is not dismissed within thirty (30) days;

(f) Subtenant's interest in this Sublease is attached, executed upon or
otherwise judicially seized and such action is not released within thirty (30) days of the action;

(g) Subtenant fails to comply fully with all provisions of Article 24, below,
concerning Hazardous Materials; or

(h) Subtenant fails to pay Rent, fails to pay any other monetary obligation
arising under this Sublease, or fails to perform any obligation or duty under the Existing Subleases which
arose prior to the Commencement Date.

Notices given under this Section 17.4 shall specify the alleged Default and shall demand
that Subtenant perform the provisions of this Sublease within the applicable period of time, or quit the
Subleased Premises. No such notice shall be deemed a forfeiture or a termination of this Sublease unless
Sublandlord elects otherwise in such notice.

17.5 Remedies. In the event of a Default by Subtenant, and at any time thereafter,
with or without notice or demand and without limiting Sub landlord in the exercise of any right or remedy
which Sub landlord may have, Sublandlord shall be entitled to terminate Subtenant's right to possession of
the Subleased Premises by any lawful means, in which case this Sublease shall terminate and Subtenant
shall immediately surrender possession of the Subleased Premises to Sub landlord. In such event,
Sub landlord shall have the immediate right to re-enter and remove all persons and property, and such
property may be removed and stored in a public warehouse or elsewhere at the cost of and for the account
of Subtenant, all without service of notice or resort to legal process and without being deemed guilty of
trespass or becoming liable for any loss or damage which may be occasioned thereby. In the event that
Sublandlord shall elect to so terminate this Sublease, then Sublandlord shall be entitled to recover from
Subtenant all damages incurred by Sublandlord by reason of Subtenant's Default, including:

(a) The worth at the time of award of any unpaid Rent which had been
earned at the time of such termination; plus

(b) 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 that portion of such
rental loss which Subtenant proves could have been reasonably avoided; plus

(c) 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 which Subtenant
proves could have been reasonably avoided; plus

(d) Any other amount necessary to compensate Sublandlord for all the
detriment proximately caused by Subtenant's failure to perform its obligations under this Sublease or
which in the ordinary course of things would be likely to result therefrom, including but not limited to the
cost of restoring the Subleased Premises to the condition required under the terms of this Sublease; plus

(e) At Sublandlord's election, such other amounts in addition to or in lieu of
the foregoing as may be permitted from time to time by applicable law.

As used in Sections 17.5(a) and 17.5(b) above, "worth at the time of award" shall be
computed by allowing interest at the rate specified in Section 17.1 above. As used in Section 17.5(c)
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above, the "worth at the time of award" shall be computed by determining the present value of such
amount using the discount rate of the Federal Reserve Bank of San Francisco at the time of award plus
one percentage point.

17.6 Right of Re-Entry. In the event of a Default by Subtenant, and at any time
thereafter, with or without terminating this sublease, and with or without notice or demand and without
limiting Sublandlord in the exercise of any right or remedy which Sublandlord may have, Sublandlord
shall have the immediate right to re-enter and remove all persons and property, and such property may be
removed and stored in a public warehouse or elsewhere at the cost of and for the account of Subtenant, all
without service of notice or resort to legal process and without being deemed guilty of trespass or
becoming liable for any loss or damage which may be occasioned thereby. No such re-entry shall be
considered or construed to be a forcible entry by Sublandlord. If Sublandlord does not elect to terminate
this Sublease as provided in this Section, then Sublandlord may, from time to time, recover all Rent as it
becomes due under this Sublease pursuant to California Civil Code 1951.4. At any time thereafter,
Sublandlord may elect to terminate this Sublease and to recover damages to which Sublandlord is entitled.

17.7 Proceeds of Reletting. In the event Sub landlord elects to terminate this Sublease
and relet the Subleased Premises, it may execute any new lease in its own name. Subtenant hereunder
shall have no right or authority whatsoever to collect any Rent or other sums from such tenant. The
proceeds of any such reletting shall be applied as follows:

(a) First, to the payment of any indebtedness other than Rent due hereunder
from Subtenant to Sublandlord, including but not limited to storage charges or brokerage commissions
owing from Subtenant to Sublandlord as the result of such reletting;

(b) Second, to the payment of the costs and expenses of reletting the
Subleased Premises, including alterations and repairs which Sublandlord deems reasonably necessary and
advisable, and reasonable attorneys' fees incurred by Sublandlord in connection with the retaking of the
Subleased Premises and such reletting;

(c) Third, to the payment of Rent and other charges due and unpaid
hereunder; and

(d) Fourth, to the payment of future Rent and other damages payable by
Subtenant under this Sublease.

17.8 Remedies Non-exclusive. All rights, options and remedies of Sublandlord
contained in this Sublease shall be construed and held to be nonexclusive and cumulative. Sub landlord
shall have the right to pursue any or all of such remedies or any other remedy or relief which may be
provided by law, whether or not stated in this Sublease. No waiver of any Default of Subtenant hereunder
shall be implied from the acceptance by Sublandlord of any Rent or other payments due hereunder or any
omission by Sublandlord to take any action on account of such Default if such Default persists or is
repeated, and no express waiver shall affect Defaults other than as specified in said waiver.

17.9 No Relief. Termination of this Sublease or Subtenant's right to possession by
Sublandlord shall not relieve Subtenant from any liability to Sublandlord which has theretofore accrued or
shall arise based upon events which occurred prior to the later of (i) the date of Sublease termination, or
(ii) the date possession of Subleased Premises is surrendered to Sub landlord.

17.10 Right to Cure. Sublandlord shall not be in default hereunder unless Sublandlord
fails to perform an obligation required of Sublandlord within a reasonable time, but in no event later than
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thirty (30) days after written notice by Subtenant specifically identifying the obligation Sublandlord has
failed to perform; provided, however, that if the nature of Sublandlord's obligation is such that more than
thirty (30) days are required for performance, then Sublandlord shall not be in default if Sublandlord
commences performance within such thirty (30) day period and thereafter diligently prosecutes the same
to completion.

17.11 Lender's Right to Cure. In the event of any default on the part of Sublandlord,
Subtenant shall give notice, by registered or certified mail, at any address provided to Subtenant, to any
beneficiary of a deed of trust or mortgagee of a mortgage covering the Building or Subleased Premises
whose address shall have been furnished to Subtenant and Subtenant shall offer such beneficiary or
mortgagee a reasonable opportunity to cure the default, not to exceed Sublandlord's cure period plus
thirty (30) days.

18. Assignment or Subletting.

18.1 Assignment. Except as provided in this Article 18, Subtenant shall not, either
voluntarily or by operation of law, assign, sell, hypothecate or transfer this Sublease or permit all or any
part of the Subleased Premises to be used or occupied as work space, storage space, mailing privileges,
concession or otherwise by anyone other than Subtenant, Subtenant's members or Subtenant's employees
(all of these events collectively referred to as an "Assignment"), without the prior written consent of
Sub landlord in each instance, which consent may be withheld by Sub landlord in its sole and absolute
discretion. A transfer of more than fifty percent (50%) of the equity ownership of Subtenant during any
two-year period to a party (or to an affiliated group of parties) shall also constitute a prohibited
Assignment; provided, however, this provision shall not be applicable if such transfers occurred on a
public stock exchange. If Sublandlord consents to an Assignment, Subtenant and its successors and
assigns, and any guarantors of Subtenant's obligations under this Sublease, shall not be released from
liability under this Sublease. Subtenant acknowledges that an Assignment must be approved by the City,
as evidenced by formal resolution.

As a condition of Sublandlord's consent to an Assignment, the assignee and Subtenant
shall execute an agreement in favor of Sublandlord and in a form acceptable to Sublandlord, pursuant to
which the assignee shall agree to faithfully perform and assume and be bound by all of the terms,
covenants, conditions, provisions and agreements of this Sublease. As used in this Article 18, the term
"assignee" shall include the person or entity who is the transferee in any form of Assignment, as defined
above. In addition, Subtenant and the assignee shall, upon not less than three (3) days prior written notice
from Sub landlord, execute, acknowledge and deliver to Sublandlord a statement in writing (a) certifying
that this Sublease is unmodified and in full force and effect (or, if modified, stating the nature of such

.modification and certifying that this Sublease as so modified is in full force and effect), and the date to
which the Rent and other charges are paid in advance, if any; (b) acknowledging that there are not, to
Subtenant's and the assignee's knowledge, any uncured defaults under this Sublease on the part of
Sublandlord or Subtenant, or specifying such defaults if any are claimed; (c) setting forth the
Commencement Date and Expiration Date; and (d) certifying as to such other matters as Sublandlord may
reasonably request. Any guarantor of this Sublease shall execute a reaffirmation of such guarantee in a
form reasonably acceptable to Sublandlord agreeing to continue to be a guarantor of the terms and
conditions of this Sublease following an Assignment.

18.2 Transfer Premium. As a reasonable condition to Sublandlord's consent to any
Assignment, Subtenant shall pay to Sublandlord fifty percent (50%) of any Transfer Premium, as defined
in subsection 18.2.1, below.
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18.2.1 Definition of Transfer Premium. "Transfer Premium" means all Rent

and other consideration actually received by Subtenant from the assignee (including key money and
bonus money and any payment in excess of fair market value for services rendered by Subtenant to the
assignee, or assets, fixtures, inventory, equipment, or furniture transferred by Subtenant to the assignee in
connection with the Assignment (collectively, the "Assignment Rent"), after deducting:

a. The Rent payable by Subtenant under this Lease (excluding the
Transfer Premium) for the Subleased Premises;

b. Reasonable leasing commissions paid by Subtenant; and,

c. Other reasonable out-of-pocket costs paid by Subtenant
(including attorneys' fees, advertising costs, and expenses of readying the Subleased Premises for
occupancy by the assignee).

The costs referred to in subparagraphs (a) through (d) are referred to as the
"Transfer Costs."

18.2.2 Monthly Payment of Transfer Premium. Subtenant shall pay the
Transfer Premium to Sublandlord on a monthly basis, as Additional Rent under this Sublease.

18.2.3 Audit of Transfer Premium. Subtenant shall allow Sublandlord to review
and audit Subtenant's books and records for the purpose of verifying Subtenant's calculation of the
Transfer Premium, Assignment Rent, and Transfer Costs.

18.3 Notice of Proposed Assignment. In the event Subtenant desires Landlord to
review and approve an Assignment, then at least forty-five (45) days, but not more than ninety (90) days,.
prior to the date when Subtenant desires the Assignment to be effective (the "Assignment Date"),
Subtenant shall give Sublandlord written notice (the "Assignment Notice") which shall set forth the
name, address and business of the proposed assignee, information (including references) concerning the
business experience, financial reputation and character of the proposed assignee, the Assignment Date,
any ownership or commercial relationship between Subtenant and the proposed assignee or sublessee, and
the consideration paid for the Assignment, and all other material terms and conditions of the proposed
Assignment, all in such detail as Sublandlord shall reasonably require. Additionally, Subtenant shall
furnish to Sublandlord a copy of the audited financial statements for the most recently past fiscal year, as
well as the most recent unaudited quaiterly financial statements for both Subtenant and the proposed
assignee.

18.4 Unapproved Transfer Void. Any Assignment not in compliance with the
provisions of this Article 18 shall be void, and shall, at the option of Sub landlord, be a breach of this
Sublease.

18.5 Further Assignment. The consent by Sublandlord to an Assignment shall not
relieve Subtenant or any assignee of this Sublease or sub-sublessee of the Subleased Premises from
obtaining the consent of Sub landlord to any further Assignment or release Subtenant or any assignee or
sub-sublessee of Subtenant from full and primary liability under this Sublease.

18.6 No Waiver. Notwithstanding any Assignment, Subtenant shall remain fully and
primarily liable for the payment of all Rent and other sums due, or to become due, hereunder, and for the
full performance of all other terms, conditions and covenants to be kept and performed by Subtenant
hereunder. The acceptance of Rent or any other sum due hereunder, or the acceptance of performance of
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any other term, covenant or condition hereof, from any other person or entity shall not be deemed to be a
waiver of any of the provisions of this Sublease or a consent to any Assignment of the Subleased
Premises.

18.7 Assignment Fee. The Assignment Notice shall be accompanied by a "Transfer
Fee" in the amount of$I,OOO.OO payable to Sublandlord.

18.8 Sublandlord's Option to Recapture the Space. Despite any other provision of this
Article 18, Sublandlord has the option to recapture the Subleased Premises, by written notice to Subtenant
("Recapture Notice") within ten (10) days after receiving an Assignment Notice from Subtenant. A
timely Recapture Notice terminates this Sublease and Subtenant's obligations regarding the Subleased
Premises for the remaining Term and as of the Assignment Date. The Recapture Notice shall be void,
however, if Subtenant notifies Sub landlord, within ten (10) days after receipt of the Recapture Notice, that
Subtenant withdraws the Assignment Notice. If Sublandlord declines or fails timely to elect to recapture
the Subleased Premises, Sublandlord shall have no further right to the Subleased Premises under this
Section 18.9 unless it becomes available again in connection with any subsequently proposed
Assignment.

19. Bankruptcy. In the event a debtor, trustee or debtor-in-possession under the Bankruptcy
Code, or other person with similar rights, duties and powers under any other law, proposes to cure any
Default of Subtenant under this Sublease or to assume or assign this Sublease and is obliged to provide
adequate assurance to Sublandlord that (i) a Default will be cured, (ii) Sublandlord will be compensated
for its damages arising from any breach of this Sublease, or (iii) future performance under this Sublease
will occur, then adequate assurance shall include any or all of the following, as determined by
Sublandlord:

a. Those acts specified in the Bankruptcy Code or other laws as included within the
meaning of adequate assurance, even if this Sublease does not concern a facility described in such laws;

b. A prompt cash payment to compensate Sublandlord for any monetary Defaults or
damages arising from a breach of this Sublease;

c. A cash deposit in an amount at least equal to the Security Deposit, if any,
originally required at time of execution of this Sublease;

d. The creditworthiness and desirability, as a tenant, of the person assuming this
Sublease or receiving an assignment of this Sublease, at least equal to Sub landlord's customary and usual
creditworthiness requirements and desirability standards in effect at the time of the assumption or
assignment; and

e. The assumption or assignment of all of Subtenant's interest and obligations under
this Sublease.

20. Subordination and Attornment.

20.1 Subordination. This Sublease shall be subject and subordinate to the lien of any
mortgage, deed of trust or lease in which Sub landlord is tenant, now or hereafter in force against the
Subleased Premises, and to all advances made or hereafter to be made upon the security thereof without
the necessity of the execution and delivery of any further instruments on the part of Subtenant to
effectuate such subordination; provided, however, that for the lien of any mortgage, deed of trust or lease
executed by Sub landlord after the date of this Sublease to be subordinate to this Sublease, the holder of
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any such mortgage, deed of trust or lease shall execute, acknowledge and deliver to Subtenant a non-
disturbance agreement providing that so long as Subtenant performs all of its obligations under the
Sublease, Subtenant's quiet enjoyment and use of the Subleased Premises shall not be disturbed.

20.2 Additional Instruments. Notwithstanding the foregoing, Subtenant shall execute
and deliver upon demand a subordination agreement in the form attached as Exhibit C or such further
instrument or instruments evidencing such subordination of the Sublease to the lien of any such
mortgages, deeds of trust or leases in which Sublandlord is tenant as may be required by Sublandlord.
However, if any such mortgagee, beneficiary or landlord under a lease wherein Sub landlord is tenant so
elects, this Sublease shall be deemed prior in lien to any such lease, mortgage or deed of trust upon or
including the Subleased Premises, regardless of date, and Subtenant shall execute a statement in writing
to such effect at Sub landlord ' s request.

20.3 Attornment. In the event any proceedings are brought for foreclosure, or in the
event of the exercise of the power of sale under any mortgage or deed of trust covering the Subleased
Premises, Subtenant shall, at the election of purchaser at such foreclosure or sale, attorn to such purchaser
and recognize such purchaser at the Sublandlord under this Sublease.

20.4 Amendment. If Sub landlord obtains a loan commitment from a lender for the
financing or refinancing of the Subleased Premises, and said loan commitment requires some
amendments to this Sublease, then Subtenant shall cooperate with Sub landlord in executing said
amendments, so long as the amendments do not materially adversely affect any of the material rights or
obligations of Subtenant under this Sublease.

21. Surrender.

21.1 No Release. No surrender of possession of any part of the Subleased Premises
shall release Subtenant from any of its obligations hereunder unless accepted by Sublandlord.

21.2 Assignment. The voluntary or other surrender of this Sublease by Subtenant
shall not work a merger, unless Sublandlord consents, and shall, at the option of Sublandlord, operate as
an assignment to it of any or all subleases or subtenancies.

21.3 No Merger. The voluntary or other surrender of any ground or underlying lease
that now exists or may hereafter be executed affecting the Building or Subleased Premises or a mutual
cancellation thereof or of Sub landlord's interest therein, shall not work a merger and shall, at the option of
the successor of Sublandlord's interest in the Building or Subleased Premises, operate as an assignment of
this Sublease.

22. Holding Over.

22.1 Holding Over with Consent. If Subtenant remains in possession of all or any part
of the Subleased Premises after the expiration or earlier termination of this Sublease, with Sublandlord's
prior written consent, Subtenant shall be deemed a month-to-month tenant upon the date of such
expiration or earlier termination and, in such case, Subtenant shall continue to pay the Base Rent (as
adjusted from time to time as set forth in this Sublease), Common Area Expenses, and any other amount
of Rent due Sublandlord pursuant to the terms of this Sublease, and such month-to-month tenancy shall
be subject to every other term, covenant and agreement contained herein.

22.2 Holding Over without Consent. If Subtenant remains in possession of the
Subleased Premises after the expiration or earlier termination of the Term hereof without the express
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written consent of Sub landlord, Subtenant shall become a tenant at sufferance upon all the terms of this
Sublease applicable to a tenant at sufferance, except that the monthly installments of Base Rent shall be
equal to one hundred fifty percent (150%) of the monthly installment of the Base Rent in effect during the
immediately preceding thirty (30) days.

22.3 No Renewal. Acceptance by Sub landlord of Rent after such expiration or earlier
termination of this Sublease shall not result in a renewal or reinstatement of this Sublease.

22.4
affect Sublandlord's
provided by law.

No Waiver. The foregoing provisions of this Article are in addition to and do not
right to re-entry or any other rights of Sub landlord hereunder or as otherwise

23. Taxes on Subtenant's Property.

23.1 Payment of Taxes. Subtenant shall pay not less than ten (10) days before
delinquency, all taxes levied against any personal property or trade fixtures in or about the Subleased
Premises.

23.2 Advance by Sublandlord. If any such taxes on Subtenant's personal property or
trade fixtures are levied against Sub landlord or Sublandlord's property or, if the assessed valuation of the
Building is increased by the inclusion therein of a value attributable to Subtenant's personal property or
trade fixtures, and if Sublandlord, after written notice to Subtenant, elects to pay the taxes based upon
such increase in assessed value, then Subtenant shall, upon demand, repay to Sub landlord the taxes so
levied against Sub landlord.

24. Hazardous Materials.

24. I Prohibition/Compliance. Subtenant, at its sole cost, shall comply with all federal,
state and local laws, statutes, ordinances, codes, regulations and orders relating to the receiving, handling,
use, storage, accumulation, transportation, generation, spillage, migration, discharge, release and disposal
of any Hazardous Material as defined in this Article 24 in or about the Subleased Premises or the
Building. Subtenant shall not cause or permit any Hazardous Material (as defined below) to be brought
upon, kept or used in or about the Subleased Premises by Subtenant, its agents, employees, contractors or
invitees in a manner or for a purpose prohibited by any federal, state or local law, rule or regulation. The
disposal of Hazardous Material shall be in approved containers and removed from the Subleased Premises
by duly licensed carriers. Subtenant shall immediately provide Sublandlord with telephonic notice, which
shall promptly be confirmed by written notice, of any and all spillage, discharge, release and disposal of
Hazardous Materials onto or within the Subleased Premises or the Building, which by law must be
reported to any federal, state or local agency, and any injuries or damages resulting directly or indirectly
therefrom. A failure of Subtenant to give to Sublandlord the notices required in this Section 24. I shall
constitute a Default under this Sublease. Further, Subtenant shall deliver to Sublandlord each and every
notice or order received from any federal, state or local agency concerning Hazardous Materials and the
possession, use and/or disposal thereof promptly upon receipt of each such notice or order. Subtenant
shall be responsible for and shall indemnify, protect, defend, and hold harmless Sublandlord and its
agents, employees, representatives, directors and officers from any and all claims, costs, penalties, fines,
liability and losses, including without limitation, (i) temporary or permanent diminution in value of the
Subleased Premises or the Building, (ii) damages for the temporary or permanent loss of restriction on use
of rentable or usable space or of any amenity of the Subleased Premises or the Building, and (iii) sums
paid in settlement of claims, consultant fees and expert fees, liabilities, attorneys' fees, damages, injuries,
causes of action, judgments and expenses, which arise during or after the Term of this Sublease and
which (a) result from Subtenant's use and occupancy of the Subleased Premises, or (b) result from
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Subtenant's receiving, handling, use, storage, accumulation, transportation, generation, spillage,
migration, discharge, release or disposal of Hazardous Materials in, upon or about the Subleased Premises
or the Building. The indemnifications of Sublandlord and indemnities by Subtenant above include, to the
extent Subtenant is responsible for such costs and expenses under the provisions above, without limiting
the generalities thereof, reasonable costs incurred in connection with any investigation of site conditions
or any cleanup, remedial, removal or restoration work lawfully required by any federal, state or local
governmental agency or political subdivision because of any Hazardous Materials present in the soil,
subsoil, ground water, or elsewhere at, on or under the Subleased Premises or the Building.

24.2 Termination of Sublease. Notwithstanding the provisions of this Article 24,
Sublandlord shall have the right to terminate the Sublease in the event that (i) Subtenant uses the
Subleased Premises for the generation, storage, use, treatment or disposal of Hazardous Material in a
manner or for a purpose prohibited by applicable law (unless Subtenant is diligently pursuing compliance
therewith), (ii) Subtenant has been required by any governmental authority to take remedial action in
connection with Hazardous Material contaminating the Subleased Premises or the Building if the
contamination resulted from Subtenant's action or use of the Subleased Premises and such remedial action
has a material adverse effect on Sublandlord, the Subleased Premises or the Building, or (iii) Subtenant is
subject to an enforcement order issued by any governmental authority in connection with the use, disposal
or storage of a Hazardous Material on the Subleased Premises and such enforcement order has a material
adverse effect on Sublandlord, the Subleased Premises or the Building. Each of the foregoing events shall
be deemed to be a material Default by Subtenant under this Sublease.

24.3 Assignment. Notwithstanding the provisions of Article 18 above, if (i) any
anticipated use of the Subleased Premises by any proposed assignee involves the generation or storage,
use, treatment or disposal of Hazardous Material in any manner or for a purpose prohibited hereunder or
by any applicable law, (ii) the proposed assignee has been required by any governmental authority to take
remedial action in connection with a Hazardous Material if the contamination resulted from such party's
action or use of the property in question and has failed to take such action, or (iii) the proposed assignee is
subject to an enforcement order issued by any governmental authority in connection with the use, disposal
or storage of a Hazardous Material of a type such proposed assignee intends to use in, on or at the
Subleased Premises and the proposed assignee has failed to fully comply with such enforcement order, it
shall not be unreasonable for Sub landlord to withhold its consent to an Assignment.

24.4 Sublandlord's Right to Perform Tests.

24.4.1 At any time prior to the expiration of the Term of this Sublease,
Sublandlord shall have the right to enter upon the Subleased Premises at all reasonable times, and at
reasonable intervals, upon forty-eight (48) hours prior notice, and accompanied by an authorized
representative of Subtenant, if Subtenant so elects, in order to conduct appropriate tests to determine
whether contamination in excess of permissible levels has occurred as a result of Subtenant's use of the
Subleased Premises. Sublandlord shall deliver to Subtenant written notice of the results of such tests.
Subtenant shall pay the reasonable costs of any test conducted pursuant to this Section which
demonstrates that contamination in excess of legally permissible levels has occurred and such
contamination was caused by Subtenant's use of the Subleased Premises. Additionally, Subtenant shall
pay for all costs necessary to clean up or remedy any contamination caused by Subtenant's use of the
Subleased Premises.

24.4.2 Upon the expiration or upon any early termination of this Sublease,
Subtenant shall furnish to Sub landlord, at Subtenant's sole cost, a report and certification from a qualified
environmental engineer, verifying that the Subleased Premises are free from any Hazardous Materials or
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contamination in excess of legally permissible levels. If said report indicates that there are any
impermissible levels of Hazardous Materials on the Subleased Premises, then Subtenant shall pay for all
costs necessary to clean up and remedy said impermissible levels of Hazardous Materials; and Subtenant
shall also continue to pay Rent for the Subleased Premises until such time as the impermissible levels of
Hazardous Materials are cleaned up and remedied.

24.5 Survival of Subtenant's Obligations. Subtenant's obligations under this Article
24 shall survive the termination of this Sublease. During any period of time employed by Subtenant after
the termination of this Sublease to complete the removal from the Subleased Premises or the Building of
any such Hazardous Materials, Subtenant shall continue to pay the full Rent in accordance with this
Sublease.

24.6 Definition of "Hazardous Material". As used herein, the term "Hazardous
Material" means any hazardous or toxic substance, material or waste which is or becomes regulated by
any local governmental authority, the State of California or the United States of America. The term
"Hazardous Materials" shall also mean toxic or hazardous substances, including without limitation,
asbestos or any substance containing asbestos and deemed hazardous under any Hazardous Material Law
(defined below), the group of organic compounds known as polychlorinated biphenyls, flammable
explosives, radioactive materials, chemicals known to cause cancer or reproductive toxicity, pollutants,
effluents, contaminants, emissions or related materials and any items included in the definition of
hazardous or toxic waste, materials or substances under any law relating to environmental conditions and
industrial hygiene, including without limitation, the Resource Conservation and Recovery Act of 1976
("RCRA"), 42 U.S.c. § 6901 et seq.; the Comprehensive Environmental Response, Compensation and
Liability Act of 1980 ("CERCLA"), 42 U.S.c. §§ 9601 - 9657, as amended by the Superfund
Amendments and Reauthorization Act of 1986 ("SARA"); the Hazardous Materials Transportation Act,
49 U.S.C. § 6901, et ~., the Federal Water Pollution Control Act, 33 U.S.C. §§ 1251 ~ ~.; the Clean
Air Act, 42 U.S.C. §§ 741 et ~., the Clean Water Act, 33 U.S.c. § 7401, ~ ~.; the Toxic Substances
Control Act, 15 U.S.C. §§ 2601 -2629; the Safe Drinking Water Act, 42 U.S.C. §§ 300f - 300j; the
Carpenter-Presley-Tanner Hazardous Substances Account Act; the Hazardous Waste Control Act; the
Porter-Cologne Water Quality Control Act; and all similar federal, state and local environmental statutes,
ordinances, and the regulations, orders, decrees now or hereafter promulgated thereunder (collectively the
"Hazardous Material Laws").

24.7. Article Binding on Parties Related to Subtenant. For the purposes of this Article
24, the term "Subtenant" shall include Subtenant and its shareholders, members, partners, directors,
officers, agents, employees, invitees, sub-subtenants, assigns, and guests, as well as their successors and
assigns.

25. Miscellaneous.

25.1 Terms and Headings. Where applicable in this Sublease, the singular includes
the plural and the masculine or neuter includes the masculine, feminine and neuter. The headings used in
this Sublease are not a part hereof and shall have no effect upon the construction or interpretation of any
part hereof.

25.2 Examination of Sublease. Submission of this Sublease for examination or
signature by Subtenant does not constitute a reservation of, or option for, sublease, nor is it effective as a
sublease or otherwise until execution by, and delivery to, both Sublandlord and Subtenant.

25.3 Time. Time is of the essence with respect to the performance of every provision
of this Sublease in which item of performance is a factor.
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25.4 Covenants and Conditions. Each provisron of this Sublease performable by

Sublandlord or Subtenant shall be deemed both a covenant and a condition.

25.5 Consents. Whenever consent or approval of either party is required, that party
shall not unreasonably withhold such consent or approval, except as may be expressly set forth to the
contrary.

25.6 Entire Agreement. This Sublease (together with its exhibits and a First
Addendum) and the Master Lease are intended by the parties as a final expression of their agreement with
respect to the terms as are included herein, and all prior agreements, understandings, representations and
statements, oral or written, are merged herein, excepting only for written agreements signed
contemporaneously with or after the signing of this Sublease.

25.7 Severability. Any provision of this Sublease which shall be deemed or prove to
be invalid, void or illegal shall in no way affect, impair or invalidate any other provision hereof, and all
such other provisions shall remain in full force and effect.

25.8 Independent Counsel. Subtenant and Sublandlord each acknowledge that:
(i) they have had the opportunity to be represented by independent counsel in connection with this
Sublease; and (ii) this Sublease is the result of negotiations between Sublandlord and Subtenant and the
advice and assistance of their respective counsel. The fact that this Sublease was prepared by
Sub landlord's counsel as a matter of convenience shall have no impact or significance. Any uncertainty
or ambiguity in this Sublease shall not be construed against Sublandlord because Sublandlord's counsel
prepared this Sublease in its final form.

25.9 Inurement. Each of the covenants, conditions and agreements herein contained
shall inure to the benefit of and shall apply to and be binding upon the parties hereto and their respective
heirs, legatees, devisees, executors, administrators, successors, assigns, sublessees or any person who may
come into possession of said Subleased Premises or any part thereof in any manner whatsoever. Nothing
contained in this Section 25.9 shall in any way alter the provisions against Assignment provided in this
Sublease. .

25.10 Force Majeure. If Sublandlord cannot perform any of its obligations hereunder
due to events beyond Sublandlord's control, the time provided for performing such obligations shall be
extended by a period of time equal to the duration of such events. Events beyond Sublandlord's control
include, but are not limited to, acts of God, war, civil commotion, labor disputes, strikes, fire, flood or
other casualty, shortages of labor or material, government regulation or restriction and weather
conditions.

25.11 Notices. Any notice, consent, demand, bill, statement or other communication
required or permitted to be given hereunder shall be in writing and shall be deemed duly delivered upon
personal delivery, or as of the second business day after mailing by United States mail, postage prepaid,
return receipt requested, or upon the next business day if delivered by overnight courier or similar
overnight delivery system, addressed to Subtenant at the Subleased Premises or to Subtenant or
Sublandlord at the following address:

For Rent Payment and Notices to Sublandlord:

Driscoll Mission Bay
Attn: Ms. Mary-Carol Driscoll

Mission Bay Sublease 25 February, 2003



• •
1500 Quivira Way
San Diego, California 92109

For Notices to Subtenant:

Six Pac
Attn: Mike Thompson
1500 Quivira Way, Box 8
San Diego, CA 92109

Either party may, by notice to the other pursuant to this Section, specify additional or
different addresses for notice purposes.

25.12 Exhibits. All exhibits, addenda, and schedules referred to herein and attached
hereto are a part hereof, and incorporated herein by this reference.

25.13 Waiver and Modification. No provision of this Sublease may be modified,
amended or added to except by an agreement in writing executed by Sublandlord and Subtenant. The
waiver by Sublandlord or Subtenant of any breach of any term, covenant or condition herein contained
shall not be deemed to be a waiver of any subsequent breach of the same or any other term, covenant or
condition herein contained.

25.14 Periods of Time. All periods of time referred to in this Sublease shall include all
Saturdays, Sundays and state or United States holidays, unless the period of time specifies business days,
provided that if the date or last date to perform any act or give any notice with respect to this Sublease
shall fall on a Saturday, Sunday or state or national holiday, such act or notice may be timely performed
or given on the next succeeding day which is not a Saturday, Sunday, or state or national holiday.

25.15 Choice of Law. This Sublease shall be construed and enforced in accordance
w.ith the laws of the State of California, and venue for any legal action under this sublease shall be San
Diego County, California.

25.16 Merger. There shall be no merger of the leasehold estate created by this Sublease
with the fee interest in any of the Subleased Premises by reason of the fact that the same person may
acquire or hold or own, directly or indirectly, (a) the leasehold estate created hereby or any part thereof or
interest therein, and (b) the fee estate in any of the" Subleased Premises or any part thereof or interest
therein.

25.17 Real Estate Brokers; Finders. Subtenant and Sublandlord each represent to the
other that they have not entered into any agreement or incurred any obligation in connection with this
transaction that might result in the obligation to pay a brokerage commission or finder's fee to any broker,
finder or other person. Each party agrees to defend, indemnify and hold the other party harmless from
and against any liability, damages, claim or demand by any other broker or other person for bringing
about this Sublease who claims to have dealt with such indemnifying party, including any expenses
(including reasonable attorney fees) incurred in defending any such claim or demand.

25.18 Attorneys' Fees. If either party hereto becomes a party to any litigation
concerning this Sublease (including any bankruptcy proceeding), the Subleased Premises, or the Building,
by reason of any act or omission of the other party or its authorized representatives, and not by any act or
omission of the party that becomes a party to that litigation or any act or omission of its authorized
representatives, the party that causes the other party to become involved in the litigation shall be liable to
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that party for reasonable attorneys' fees and court costs incurred by it in the litigation. If either party
hereto commences an action against the other party arising out of or in connection with this Sublease, the
prevailing party shall be entitled to have and recover from the losing party reasonable attorneys' fees and
costs of suit.

25.19 Waiver of Jury Trial and Counterclaims. The parties hereto shall and do hereby
waive trial by jury in any action, proceeding or counterclaim brought by either of the parties hereto
against the other on any matters whatsoever arising out of or in any way connected with this Sublease, the
relationship of Sublandlord and Subtenant, Subtenant's use or occupancy of the Subleased Premises or
any claim of injury or damage.

25.20 Joint and Several Obligations. If more than one person executes this Sublease as
Subtenant, (a) each of them is jointly and severally liable for the keeping, observing and performing of all
of the terms, covenants, conditions, provisions and agreements of this Sublease to be kept, observed and
performed by Subtenant; and (b) the term "Subtenant" shall mean and include each of them jointly and
severally. The act of, notice from, notice to, refund to or the signature of anyone or more of them, with
respect to this Sublease, including but not limited to any renewal, extension, expiration, termination or
modification of this Sublease, shall be binding upon each and all of the persons executing this Sublease as
Subtenant with the same force and effect as if each and all of them had so acted so given, or received such
notice or refund or so signed.

25.21 Definition of Sub landlord. The term "Sublandlord" as used in this Sublease, so
far as covenants or obligations on the part of Sublandlord are concerned, shall be limited to mean and
include only Sublandlord or the successor-in-interest of Sublandlord under this Sublease at the time in
question. In the event of any transfer, assignment or the conveyance of Sublandlord's title or leasehold,
the Sublandlord herein named (and in case of any subsequent transfers or conveyances, the then grantor)
shall be automatically freed and relieved from and after the date of such transfer, assignment or
conveyance of all liability for the performance of any covenants or obligations contained in this Sublease
thereafter to be performed by Sublandlord and, without further agreement, the transferee of such title or
leasehold shall be deemed to have assumed and agreed to observe and perform any and all obligations of
Sublandlord hereunder during its ownership or ground lease of the Subleased Premises. Sublandlord may
transfer its interest in the Subleased Premises or this Sublease without the consent of Subtenant, and such
transfer, or a subsequent transfer shall not be deemed a violation on the part of Sublandlord or the then
grantor of any of the terms or conditions of this Sublease.

25.22 Limitation of Sublandlord's Liabilitv. If Sublandlord is a limited partnership or
joint venture, the limited partners of such partnership shall not be personally liable and no limited partner
of Sublandlord shall be sued individually or named individually as a party in any suit or action or service
or process be made against any limited partner of Sublandlord. If Sublandlord is a corporation or limited
liability company, the shareholders, members, directors, officers, managers, employees and/or agents of
such corporation shall not be personally liable and no shareholder, member, director, officer, manager,
employee or agent of Sublandlord shall be sued or named as a party in any suit or action or service of
process be made against any shareholder, member, director, officer, manager, employee or agent of
Sub landlord. No limited partner, shareholder, director, employee or agent of Sub landlord shall be
required to answer or otherwise plead to any service of process and no judgment will be taken or writ of
execution levied against any limited partner, shareholder, member, director, officer, manager, employee
or agent of Sublandlord. Each of the covenants and agreements of this Section 25.22 shall be applicable
to any covenant or agreement either expressly contained in this Sublease or imposed by statute or by
common law.
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25.23 Subleased Premises Control by Sublandlord. Sublandlord reserves full control

over the Building and Subleased Premises to the extent not inconsistent with Subtenant's quiet enjoyment
and use of Subleased Premises. This reservation includes but is not limited to right of Sublandlord to
grant easements and licenses to others, provided any grant of an easement by Sub landlord does not
interfere with Subtenant's quiet enjoyment and use of the Subleased Premises, except to the extent the
grant of any such easement is approved by Subtenant, required by law, or permitted pursuant to the terms
of this Sublease.

25.24 Quiet Enjoyment. So long as Subtenant is not in Default hereunder, Sublandlord
covenants that Sub landlord or anyone acting through or under Sublandlord will not disturb Subtenant's
occupancy of the Subleased Premises, except as permitted by the provisions of this Sublease. In this
regard, however, Subtenant acknowledges that the Subleased Premises are a portion of the Master
Premises described under the Master Lease and that the Master Premises are used for a multitude of
business operations including marine repair, equipment storage, and are adjacent to maintenance areas,
docking, loading and other facilities which can cause nuisances, sounds and odors which may disturb the
quiet enjoyment of Subtenant on the Subleased Premises.

25.25 Quitclaim Deed. Subtenant shall execute and deliver to Sublandlord on the
expiration or termination of this Sublease, immediately upon Sublandlord's request, a quitclaim deed to
the Subleased Premises or other document in recordable form suitable to evidence of record termination
of this Sublease.

25.26 Estoppel Certificate. From time to time as reasonably requested by Sublandlord,
Subtenant shall, within fifteen (15) days of written notice from Sublandlord, execute, acknowledge, and

. deliver to Sublandlord a statement in writing in a form reasonably requested by a proposed lender or
purchaser (i) certifying that this Sublease is unmodified and in full force and effect, (or, if modified,
stating the nature of such modification and certifying that this Sublease as so modified is in full force and
effect) and the dates to which the Rent and other charges are paid in advance, if any, (ii) acknowledging
that there are not, to Subtenant's knowledge, any uncured defaults on the part of Sublandlord hereunder or
specifying such defaults if any are claimed, and (iii) setting forth such further reasonable information with
respect to this Sublease or the Subleased Premises as may be requested thereon. Any such statement may
be relied upon by any prospective purchaser or encumbrance of all or any portion of the Subleased
Premises.

26. Consent of the City of San Diego. This Sublease and the tenancy of Subtenant is
subject to the written consent of the City. If this Sublease is not consented to by the City it shall be void
and of no force or effect.

27. Master Lease. This Sublease shall be, and remain, subject and subordinate to the terms,
covenants, and conditions of the Master Lease, and furthermore, in the event of any conflict or
inconsistency between the Sublease and the Master Lease, the provisions of the Master Lease shall govern
and prevail. If the Master Lease should terminate for any reason, this Sublease shall likewise terminate.
Subtenant and Sublandlord agree that the terms and conditions of the Master Lease are incorporated
herein by reference, and shall, as between Sublandlord and Subtenant, constitute the terms, covenants,
conditions, and provisions of this Sublease, except to the extent that they are inapplicable to, inconsistent
with, or modified by the provisions of this Sublease. Subtenant shall strictly comply with each term and
condition of the Master Lease. Any breach by Subtenant under the Master Lease shall be a deemed
breach under this Sublease.

28. Right To Terminate. Notwithstanding anything in this Sublease to the contrary,
Sub landlord and/or Subtenant shall have the right to terminate this Sublease before expiration of the Term
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by giving written notice of termination to Subtenant and/or Sublandlord not less than thirty (30) days
before the effective date of the termination (the "Termination Date"). The Termination Date shall be
specified in Sublandlord's and/or Subtenant's termination notice. In the event that the Termination Date is
other than the last day of a calendar month, Rent for the partial last month shall be prorated on the basis of
a thirty (30) day month and shall be due and payable on the first day of such month.

INWITNESS WHEREOF, the parties hereto have executed this Sublease as of the dates set forth
below next to their respective signatures:

Date of execution:

.7J'0 0 ,2007

Sublandlord:
DRISCOLL MISSION SAY LLC,
a California limited liability company

By~...:[,1
Thomas A. Drisco , a Member

Date of execution:

~,2007

Subtenant:

Owner
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Master Lease

[to be attached]
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FIRST ADDENDUM TO SUBLEASE

This First Addendum to Sublease ("First Addendum") is made as of May 1,2007 by and between
Driscoll Mission Bay LLC, a California limited liability company ("Sublandlord") and Six Pac, a California
Company ("Subtenant").

Sub landlord and Subtenant entered into that certain sublease ("Sublease") of even date for the
Subleased Premises located in the City of San Diego, California, as more fully described in the Sublease.

Sub landlord and Subtenant agree that notwithstanding anything contained in the Sublease to the
contrary, the provisions set forth below shall be deemed to be a part of the Sublease and shall supercede, to the
extent appropriate, any contrary provision in the Sublease. References in this First Addendum to the term
"Sublease" shall be construed to mean the Sublease as amended and supplemented by this First Addendum. All
capitalized terms used in this First Addendum, unless specifically defined in this First Addendum, shall have the
same meaning attributed to those terms in the Sublease.

AGREEMENT

1. Master Lease. As set forth in Section 27 of the Sublease, Subtenant and Sublandlord agree
that the terms and conditions of the Master Lease are incorporated herein by reference, and shall, as between
Sublandlord and Subtenant, constitute the terms, covenants, conditions, and provisions of this Sublease, except
to the extent that they are inapplicable to, inconsistent with, or modified by the provisions of this Sublease.
Subtenant shall strictly comply with each applicable term and condition of the Master Lease. Any breach by
Subtenant of any of the terms and conditions of the Master Lease shall be deemed a breach by Subtenant of the
Sublease. Without limitation, Subtenant specifically acknowledges that it has reviewed and will comply with
the following provisions of the Master Lease:

1.1 Section 14 of the Master Lease states:

"14. NON-DISCRIMINATION: Lessee agrees not to discriminate
in any manner against any person or persons on account of race,
marital status, sex, religious creed, color, ancestry, national origin,
physical handicap or medical condition in Lessee's use of the
premises, including, but not limited to, the providing of goods
services, facilities, privileges, advantages and accommodations, and
the obtaining and holding of employment."

1.2 Section IV(B)(4) of the Master Lease states:

"4. AFFIRMATIVE ACTION: Lessee agrees to take affirmative
action to improve employment opportunities of minorities and
women. When applicable, Lessee agrees to abide by the Affirmative
Action Program for Lessees as it now exists or is hereafter amended.
A copy of the program, effective as ofthe date of this agreement, is
on file in the Office of the City Clerk as Document No. 746205 and
by this reference is incorporated herein. Minorities are presently
defined as Mexican-American, Black, Filipino, American Indian
and Asian/Oriental. The goal of this program shall be the attainment
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of the employment of minorities and women in all areas of
employment in a total percentage of employment approximately
equal to the total level of minority and women employment as
established by the City for its Affirmative Action Program each
year.

2. Effectiveness of Sublease. Except as and to the extent modified by this First Addendum, all of
the provisions of the Sublease shall remain in full force and effect.

Date of execution: Sublandlord:
DRISCOLL MISSION BAY LLC,::~;g;~o:z

Thomas A. Driscoll, a Member

_+xr.-/--='3'------O_ , 2007

Date of execution:

-1\'k~
Subtenant:

,2007
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SECURITY AGREEMENT

THIS SECURITY AGREEMENT ("Agreement") is made at San Diego, California, effective
as of May 1,2007, by and between Six Pac ("Debtor") and DRISCOLL MISSION BAY LLC, a
California limited liability company ("Secured Party") who agree as follows:

1. Grant. Debtor hereby grants to Secured Party an irrevocable security interest in any
and all of the Collateral, as that term is defined below, pursuant to the terms and conditions of this
Agreement. Debtor represents and warrants that Debtor is (and as to any Collateral acquired
hereafter) agrees and warrants that Debtor will at all times be and remain, either the sole owner of or
the sole person in possession of, the Collateral, free from any lien, security interest, or other claim,
excepting only the security interest granted by this Agreement.

2. Attachment. The security interest hereby created shall attach immediately upon
execution of this Agreement by Debtor and shall secure the Debtor's obligations under a sublease
and attached first addendum to sublease of even date (collectively, the "Sublease") in which Driscoll
Mission Bay LLC is the Sublandlord and Debtor is the Subtenant, for that certain subleased premises
("Subleased Premises") located in the City of San Diego, California and more fully described in the
Sublease. The terms and conditions of the Sublease are incorporated in this Agreement by reference.
The Sublease evidences value given by the Secured Party to Debtor and Debtor acknowledges that
this Agreement constitutes a "security agreement" under the provisions of Section 9203 of the
Uniform Commercial Code B Secured Transactions, or any successor statute.

3. Description. As set forth in the Sublease, certain personal property, furniture,
fixtures and equipment are a part of the Subleased Premises leased to Debtor by the Secured Party
and constitutes part of the Collateral secured by this Agreement. For the purposes of this Agreement,
the term "Collateral" shall mean all goods and tangible personal property (including all appliances,
furniture, furnishings, fittings, machinery, fixtures, tools, inventory, materials, supplies, and
equipment) now or hereafter located or installed on or attached or affixed to the Subleased Premises,
or used, necessary for use, or intended for use in connection with or otherwise relating in any way to
the Subleased Premises, including all goods and tangible personal property (including all appliances,
furniture, furnishings, fittings, machinery, fixtures; tools, inventory, materials, supplies, and
equipment) for providing gas, light, heat, water, air-conditioning, ventilation, shade, refrigeration,
laundry, food preparation, food service, dishwashing, garbage disposal, trash removal, fumigation,
pest control, vacuuming, cleaning, window washing, telecommunications, computer, safety, security,
alarm, maintenance, decoration, recreation, entertainment, or other utilities, services, facilities, or
guest, tenant, visitor, or other accommodations of any kind at or for the Subleased Premises.
Collateral shall also include any replacements of Collateral existing at the time of the execution of
this Agreement and any additions after the date of this Agreement to the fixtures, inventory,
equipment and/or other personal property used by the Debtor in the business conducted by the
Debtor at the Subleased Premises.
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The term "Collateral" also includes all goods, accounts, documents, instruments,

deposit accounts, chattel paper, investment property, letter-of-credit rights, and general intangibles,
as those terms are defined in the California Commercial Code from time to time in effect, now or
hereafter located or installed on or attached or affixed to the Subleased Premises, or used, necessary
for use, or intended for use in connection with or otherwise relating in any way to or deriving from
the Debtor's business.

The term "Collateral" also includes, without limiting any part of the foregoing
description of Collateral, all personal property described in Schedule 1 attached to this Agreement.

4. Proceeds. Debtor also hereby grants and transfers to Secured Party a security interest
in any and all proceeds, as provided in Sections 9203 and 9315 of the California Uniform
Commercial Code, of the Collateral, or any part of the Collateral listed in Schedule 1. Nothing in
this paragraph, however, shall constitute, or be deemed to constitute, a grant of authority to Debtor to
sell, or otherwise dispose of, or encumber the Collateral, or any part of the Collateral, without the
prior written consent of Secured Party.

5. Repair and Replacement of Collateral. Debtor shall maintain the Collateral, and
each part of the Collateral, in good order and repair at Debtor's sole expense. Debtor shall not use
the Collateral, or any part of the Collateral, in any manner resulting, or likely to result, in waste,
damage, destruction, unreasonable deterioration or concealment of the Collateral or in any other
manner other than leasing. Debtor shall keep the Collateral separate and identifiable to the fullest
extent possible. Debtor will promptly replace every part of the Collateral that may become damaged,
destroyed, consumed, worn out, lost, or which becomes obsolete or otherwise unfit for use in the
operation of the business conducted by Subtenant on the Subleased Premises without Secured Party's
consent, except that he will notify Secured Party pursuant to Paragraph 11.3.

6. Disposition of Collateral. Debtor shall not, without the prior written consent of
Secured Party, sell, lease, dispose, transfer, convey, encumber or otherwise hypothecate any of the
Collateral, or any part thereof, without Secured Party's prior written consent. Debtor's attempt to sell,
lease or do any of the above acts shall be deemed an incurable material breach of this Agreement.

7. Financing Statement; Other Documents. Debtor acknowledges that Secured Party
may file a UCC-l financing statement ("Financing Statement") with the California Secretary of
State, which Financing Statement will indicate Secured Party's security interest in the Collateral.
Secured Party may file the Financing Statement without prior notice to Debtor and may file
additional Financing Statements as may be reasonably required to protect and preserve its interest in
the Collateral. Debtor agrees to promptly execute any and all other documents reasonably requested
by Secured Party to perfect and protect Secured Party's security interest in the Collateral created by
this Agreement.

8. PropertY Insurance. Until this Security Agreement is terminated by Secured Party
after Debtor or related parties have performed all obligations secured hereby, Debtor, at Debtor's sole
expense, shall keep the Collateral, and all parts thereof, insured against damage or loss resulting from
any and all risks. Secured Party shall be named as an additional insured on Debtor's insurance policy

2
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and Debtor shall provide a certificate of insurance to Secured Party immediately upon execution of
this Agreement. This certificate of insurance shall provide that the coverage evidenced by the
certificate shall not be canceled or diminished without at least thirty (30) days written notice to
Secured Party.

8.1 If Debtor fails to provide the insurance coverage as required by this Section 8,
in addition to other remedies available to Secured Party, Secured Party may, but is not required to,
obtain such insurance coverage for the Collateral as it deems appropriate and necessary, in its sole
discretion. Debtor shall immediately reimburse Secured Party, upon demand, for all premiums paid
by Secured Party for any insurance obtained by Secured Party pursuant to the provisions of this
Section 8.

9. Taxes and Assessments. Debtor shall pay at its sole expense, as they become due, all
taxes, assessments and liens levied or assessed against the Collateral.

10. Rights. Secured Party, either in person or by agent, shall have the right, at any and all
reasonable times and with twenty-four (24) hours prior notice to Debtor to enter the Subleased
Premises and inspect the Collateral.

Party:
11. Warranties and Representations. Debtor hereby represents and warrants to Secured

11.1 The Collateral is presently located at the Subleased Premises and shall not be
removed from the Subleased Premises without the prior written consent of Secured Party.

11.2 The principal place of business of the Debtor is 1500 Quivira Way, San Diego,
California.

11.3 Debtor has full power and authority to enter into this Agreement.

11.4 Debtor warrants and represents that there is no pending litigation, secured
interest, pledges, judgments, court orders, claims or any other matter which have or will have an
adverse and/or material impact on Debtor's financial worth or ability to conduct its business or
perform all of its obligations under the Sublease.

11.5 Debtor warrants and represents that during the Term of the Sublease, it shall
not, directly or indirectly, involuntarily or voluntarily, allow any of the Collateral to be encumbered
or subject to any monetary lien or claim of another party.

11.5 Debtor warrants and represents that Debtor agrees to hold harmless, defend
and indemnify Secured Party from any and all claims, expenses (including attorneys' fees), costs and
liabilities which may arise from or be related to the Collateral, the operation of its business and its
possession of the Subleased Premises. The foregoing shall survive the expiration of the Term or
earlier termination of the Sublease and shall have no limit in scope or duration.

3
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12. Events of Default. Debtor shall be deemed in default of this Agreement if Debtor

breaches or fails to perform any provision, warranty or representation of this Agreement or the
Sublease.

13. Remedies of Secured Party. Upon Debtor's default, as defined inSection 12, above,
the Secured Party shall, at its option, have the following, but not exclusive, remedies:

(a) Any and all of the rights and remedies provided in the Uniform Commercial
Code B Secured Transactions and/or any other applicable statute or regulation;

(b) The right to take possession of any or all of the Collateral and enter any
premises where any Collateral is kept, with or without judicial process;

(c) The right to sell or lease in any commercially reasonable manner in one or
more transactions any or all of the Collateral in its then condition and/or following any commercially
reasonable preparation or processing. Sales for cash or on credit to any wholesaler, retailer or user of
the Collateral, or at public auction or private sale, all are commercially reasonable;

(d) The right to require Debtor to assemble any or all of the Collateral and make it
available to Secured Party at the entrance to the location of the Collateral, or any office of Secured
Party in the county where the Collateral is, or should have been located under the terms of this
Agreement;

(e) The right to sell or lease any or all of the Collateral without having it present
at the place of the transaction. Whenever any Collateral is in Secured Party's possession, Secured
Party may use, operate and consume it in any commercially reasonable manner or as it deems
appropriate for paying or performing Debtor's obligations. Secured Party shall have no liability to
the Debtor for any damage to real or personal property which is not Collateral caused by acts or
omissions of Secured Party or its agents done in good faith in the course of removing, storing,
processing, maintaining, preserving, protecting or disposing of any Collateral, nor for any such
damage to Collateral except as a result of Secured Party's failure to sell or lease the Collateral in a
commercially reasonable manner; and/or

(f) The right to use and operate the Collateral as determined by Secured Party.

14. Notices. Any and all notices or other communications required or permitted by this
Agreement or by law to be given to Debtor or Secured Party shall be in writing and shall be
personally delivered or sent by registered or certified mail, return receipt requested. Notices shall be
deemed delivered upon the date of personal delivery or five (5) days after mailing if sent by mail as
provided above.

Secured Party: Driscoll Mission Bay LLC
Attn: Ms. Mary-Carol Driscoll
1500 Quivira Way
San Diego, California 92109

4
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Debtor: Six Pac

Attention: Michael Thompson
1500 Quivira Way, Box 8
San Diego, California 92109

Either party may change its address for the purpose of this paragraph by giving written notice
of such change to the other party in the manner provided in this paragraph.

15. Time of Essence. Time is of the essence as to each provision of this Security
Agreement.

16. Successors. This Security Agreement shall be binding on the heirs, executors,
administrators, successors and permitted assigns of each of the parties hereto. Nothing contained in
this paragraph, however, shall be deemed a consent to the sale, assignment or transfer of the
Collateral or any of the obligations under this Agreement by Debtor.

17. Entire Agreement. This Agreement, the Sublease, and the Financing Statement
constitute the entire agreement between the parties regarding the subject matter hereof and supersede
all prior understandings or agreements, whether oral or written. This Agreement, the Sublease, and
the Financing Statement can only be modified by a writing signed by Debtor and Secured Party.

18. Captions. The captions in this Agreement are for convenience only, and shall not be
used to interpret this Agreement.

19. Controlling Law. This Agreement shall be construed and enforced according to the
laws of the State of California. Time is of the essence.

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

21. Representation. No inference, assumption, or presumption shall be drawn if a party
or a party's attorney prepared and/or drafted this Agreement; it shall be conclusively presumed that
the parties participated equally in its preparation and/or drafting. Each party acknowledges that it has
consulted independent counsel regarding this Agreement or has waived the right to do so, having
been afforded sufficient opportunity to have this Agreement reviewed by independent counsel.

22. "Herein" /"Hereof'. The use of the term "herein" or "hereof' shall mean and refer
only to this Agreement, and not to any other agreement, document or instrument.

23. Attornevs' Fees. If any party commences litigation or arbitration to enforce or
interpret this Agreement, the prevailing party shall be entitled to recover reasonable attorneys' fees
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and all litigation-related costs (including expert witnesses' fees) incurred in addition to all other
items of recovery permitted by law.

24. Debtor Identification Information; Changes in Name or State of Organization.

24.1 Additional Representations and Warranties. Borrower further represents and
warrants to Secured Party that:

24.1.1 Debtor is a California Company

24.1.2 The taxpayer identification numbers of the Debtor:

100-560913

24.1.3 The Collateral is used in the business of the Debtor and does not
include goods used or bought for use by Debtor primarily for personal, family, or household
purposes. The Sublease was entered into by Debtor for business, commercial and/or investment
purposes, and not primarily for personal, family, or household purposes. The Sublease is not a
consumer goods transaction or a consumer transaction.

24.2 Changes in Name or State of Organization. Debtor will make no change to its name,
organizational status or existence, or state of organization without providing Secured Party with at
least thirty (30) days prior written notice of such change.

IN WITNESS WHEREOF, the parties execute this Agreement.

DEBTOR:

Six Pac
a California Company

SECURED PARTY:

DRISCOLL MISSION BAY LLC,

::Wifonnalij ;:O;;~tI (
i-iiras A. DrisQL a Member
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SCHEDULE 1

LIST OF SPECIFIC COLLATERAL

As set forth in Section 3 of the Agreement, the Collateral includes, but is not limited to, the

following specific items of personal property, fixtures, inventory and equipment, this being the same

personal property referred to as "FF&E" in the Sublease.

[INSERT LIST OF FF&E HERE; SAME AS SCHEDULE 1 ATTACHED TO FIRST
ADDENDUM TO SUBLEASE]
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CONSENT TO SUBLEASE AGREEMENT

THIS CONSENT TO SUBLEASE AGREEMENT ("Consent") is entered into by and
between THE CITY OF SAN DIEGO, a California municipal corporation ("CITY"),
DRISCOLL MISSION BAY, LLC, a California limited liability company ("DRISCOLL"),
and BOB ARONSON, an individual doing business as "AA Marine, a S Corporation"
("ARONSON"), to be effective upon execution by CITY (the "Effective Date") and approval
by the San Diego Attorney, as follows: .

RECITALS

A. DRISCOLL is the "LESSEE", by assignment, under that certain PERCENTAGE
LEASE dated March 5, 1979 (as amended by that certain FIRST AMENDMENT TO
LEASE dated June 2, 1986, the "Master Lease"), by and between CITY, as lessor, and
MISSION BAY MARINA, a limited partnership, as lessee, relating to certain real
property ("Master Lease Property") described as Lots 25, 26, 27, and 28 of Qui vira
Basin, Mission Bay Park, together with the water areas adjacent thereto, located in San
Diego, California, and more particularly described in the Master Lease, attached
hereto as Exhibit A.

B. The Master Lease requires CITY'S consent to any sublease of the Master Lease
Property.

C. DRISCOLL and ARONSON have executed that certain SUBLEASE ("Aronson
Sublease") dated March 1,2007, whereby, subject to.CITY'S consent, DRISCOLL
subleases to ARONSON and ARONSON subleases from DRISCOLL a portion ofthe
Master Lease Property ("Sublease Premises") located in a building on the Master
Lease Property and more fully described in the Aronson Sublease, attached hereto as
Exhibit B.

D. Under the terms of this Consent, CITY will consent to the Aronson Sublease.

FOR VALUABLE CONSIDERA nON, the receipt and sufficiency of which is acknowledged,
the parties agree as follows:

1. Subordination. The Aronson Sublease is and-shall be subordinate to the Master
Lease. CITY shall not be bound by any term or condition in the Sublease, which in
any way conflicts with CITY'S rights or increase CITY'S obligations under the
Master Lease. Any conflict between the Master Lease and the Sublease shall be
construed or resolved in favor of the Master Lease. ARONSON acknowledges and
agrees that his rights and obligations as "Subtenant" under the Aronson Sublease are
subject and subordinate to the terms and conditions of this Consent and the Master
Lease.
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2. Master Lease Provisions. Without releasing DRISCOLL of any obligation,

ARONSON additionally assumes and shall perform the obligations of "LESSEE"
under the Master Lease as and to the extent, such obligations are applicable to the
Sublease Premises or ARONSON'S use of any common area within the Master Lease
Property.

3. Use. ARONSON'S use shall be the new boat and accessory sales and shall comply at
all times to the Master Lease.

4. Rent. DRISCOLL shall pay the following to CITY as rent defined under the Master
Lease:

(a) Three-Quarter percent (3/4%) of ARONSON'S gross income ("gross income"
as that term is defined in the Master Lease) from the new boat sales;

(b) Five percent (5%) of gross income from the boat brokerage under the Aronson
Sublease;

(c) Ten percent (10%) of gross income from accessory sales under the Aronson
Sublease;

(d) Twenty five percent (25%) of gross income from boat slip rentals and other
wet storage;

(e) Twenty percent (20%) of gross income from dry storage;

(f) Seven percent (7%) of gross income from usage of office space;
'.

(g) Seven percent (7%) of gross income from the admission fee to any boat shows
held on Master Lease Property;

(h) Ten percent (10%) of all gross income from all other sales, services, or
operations conducted on Master Lease Property.

5. Indemnification. DRISCOLL and ARONSON, jointly and severally, shall defend,
indemnify, protect, and hold CITY, its elected officials, officers, representatives,
agents and employees harmless from and against any and all claims asserted or
liability established for damages or injuries to any person or property, including
without limitation any injury to DRISCOLL'S or ARONSON'S officers, employees,
agents, invitees, guests, subtenants or licensees, which arise out of or are in any
manner directly or indirectly connected with the Aronson Sublease, ARONSON'S
use of or operations on the Master Lease Property, the condition of the Sublease
Premises, or form any act or omission of ARONSON or any of his employees, agents,
invitees, guest, subtenants or licensees; provided, however, this duty to indemnify and
hold harmless shall not include any claims or liability arising from the established
sole negligence, or sole willful misconduct of CITY, its elected officials, officers,
representatives, agents or employees.
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6. Subsequent Sublease. This Consent does not constitute consent to any subsequent

subletting of any portion of the Master Lease Property, and does not relieve
DRISCOLL, ARONSON, or any person claiming under or through either of them of
the obligation to obtain CITY'S consent to any future sublease.

7. Brokerage Commission. City shall not be liable for any brokerage commission or
finder's fee in connection with the consummation of the Aronson Sublease or this
Consent. DRISCOLL and ARONSON shall jointly and severally protect, defend,
indemnify, and hold CITY harmless from and against any claim for any brokerage
commission or finder's fee related to the consummation of the Aronson Sublease or
this Consent, and from and against any cost or expense (including without limitation
attorney fees) incurred by CITY in resisting any claim for any such brokerage
commission or finder's fee.

8. San Diego's Strong Mayor Form of Governance. The Master Lease shall be amended
by adding the following section:

All references to "City Manager" in this lease and all subsequent
amendments to this lease shall be deemed to refer to "Mayor". This
section became effective on January 1, 2006, and shall remain in effect for
the duration the City operates under the mayor-council (commonly
referred to as "strong mayor") form of governance pursuant to Article XV
of the City of San Diego City Charter.

9. No Further Modification of Master Lease or Sublease. Except as provided herein,
this Consent shall not be deemed or construed to modify, waive, impair, or affect any
of the terms or conditions of the Master Lease or the Aronson Sublease.

10. Controlling Law. The terms and conditions ofthis Consent shall be construed in
accordance with the laws of the State of California.

II. . Captions. Captions to the sections of this Consent are included for convenience only
and do not modify any of the terms ofthis Consent.

12. Entire Agreement. This Consent constitutes the entire statement of the agreement of
the parties pertaining to the amendment of the Master Lease and CITY'S consent to
the Aronson Sublease, and is binding on and inures to the benefit of the parties'
respective heirs, representatives, successors and assigns. No party has been induced
to enter into this Consent by, nor is any party relying on, any representation or
warranty outside those expressly set forth in this Consent. No modification of the
terms or conditions of the Consent shall be effective unless made in writing that
expressly states that it modifies this Consent, and signed by the parties hereto.

13. Attorney Fees. If any party commences litigation against any other party for the
specific performance of this Consent, for damages for the breach of the terms and
conditions of this Consent, or otherwise for any remedy and the enforcement thereof,
the prevailing party shall be entitled to recover from the non-prevailing party its costs
and reasonable attorney fees incurred .

•
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14. Notice. Any notice required or permitted to be given to any party hereto shall be

given in accordance with the provisions of the Master Lease, and if to ARONSON,
addressed to:

AA MARINE, INC.
ATTN: BOB ARONSON
957 MARYLAND DRIVE
VISTA, CA 92083

IS. Authority. Each individual executing this Consent on behalf of another person or
legal entity represents and warrants that he/she is authorized to execute and deliver
this Consent on behalf of such person or entity in accordance with duly adopted
resolutionsor other authorizing actions which are necessary and proper and under
such legal entity's articles, charter, bylaws, or other written rules of conduct or
governing agreement, and that this Consent is binding upon such person or entity in
accordance with its terms. Each person executing this Consent on behalf of another
person or legal entity shall provide CITY with evidence, satisfactory to the City
Manager, that such authority is valid and that such entity is a valid, qualified
corporation, limited liability company, partnership, or other unincorporated
association in good standing in its home state and that such entity is qualified to do
business in California.

[The remainder of this page intentionally left blank]

..
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16. CITY'S Consent. Subject to the terms and conditions of the Consent, CITY hereby

consents to the Aronson Sublease.

INWITNESS WHEREOF, the parties hereto execute this Consent, to be effective as of the
Effective Date.

Date: 7/J:l/O?
I I

Date: -'-7-r-0-'----!:7+A-={)~2L---_
~ " BOB ARONSON, an individual doing

business as "AA Marine a S Corporation"

Effective Date: Ji lot07 THE CITY OF SAN DIEGO,
A California municipal corporation

James F. Barwick, CCIM
DiI'eccur. Real Estate Assets

APPROVED AS TO FORM AND LEGALITY:

Date: ---ld----'«- _ MICHAEL 1. AGUIRRE, San Diego City Attorney

BY: ------,,-------------=="'""-
Todd Bradley, Deputy City Attorney

VB/nb

1:\WP012007IBALOTSK YlCONSENT TO SUBLEASE AGREEMENT·ARONSON.doc

•
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DRISCOLL MISSION BAY LLC,
a California limited liability company,

as Landlord,

and

AA Marine,
a S Corporation,

as Tenant,

for a portion of
MISSION BAY MARINA

San Diego, California

dated March 1,2007
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SUBLEASE

THIS SUBLEASE ("Sublease"), dated for reference purposes only as of March I, 2007, is
entered into by and between DRISCOLL MISSION BAY LLC, a California limited liability company,
("Sublandlord") and
AA Marine, a S Corporation ("Subtenant"), with reference to the following facts:

A. Master Lease. Sub landlord is the successor "Lessee" under that certain Lease dated
March 5, 1979, between the CITY OF SAN DIEGO, a municipal corporation ("City"), as Lessor, and
MISSION BAY MARINA, a California limited partnership, as Lessee, a copy of which is attached hereto
as Exhibit A and incorporated herein by reference (as amended from time to time, the "Master Lease"),
for certain leased premises in Quivira Basin at Mission Bay Park, San Diego, California, commonly
known as "Mission Bay Marina" and more particularly described in the Master Lease (the "Master
Premises").

B. Sublease. Sublandlord desires to sublease to Subtenant that portion of the Master
Premises described on Exhibit B (the "Subleased Premises") and Subtenant desires to sublease the
Subleased Premises from Sub landlord, on the terms and conditions provided in this Sublease. The
Subleased Premises is located in a building ("Building") located on the Master Premises.

NOW, THEREFORE, in consideration of the foregoing and the agreements contained herein,
Sublandlord and Subtenant agree as follows:

I. Sublease. Sub landlord hereby subleases the Subleased Premises to Subtenant, and
Subtenant hires and takes the Subleased Premises from Sublandlord, on the terms and conditions set forth
in this Sublease. Sublandlord also grants to Subtenant, subject to the terms of this Sublease and on all the
terms and conditions set forth herein, nonexclusive rights to use the driveways, parking areas and other
common areas of the Master Premises (collectively, the "Common Area").

2. Term.

2.1 Primary Term. The term of this Sublease (the "Term") shall commence on
March I, 2007 (the "Commencement Date") and shall expire at midnight two (2) years thereafter, on
February 28,2009 (the "Expiration Date"), subject to earlier termination as provided in this Sublease.

2.2 Option to Extend. In the event this Sublease is in full force and effect,
Subtenant has the option to extend the initial Term of this Sublease for four (4) extension periods of one
(I) year each. Each one year extension period, if exercised, is referred to in this Sublease as an "Option
Term." Each Option Term shall be subject to all the terms and provisions of this Sublease except for a
change in the Base Rent. In the event that Subtenant elects to exercise its option to extend the initial
Term or any Option Term, Subtenant shall provide written notice (the "Exercise Notice") to Sublandlord
no later than three (3) months prior to the Expiration Date or, if exercised during an Option Term, three
(3) months prior to the end of the then current Option Term. For the purpose of this Section 2.2, the
phrase "in full force and effect" shall mean the following: (i) the Sublease has only been modified by the
written mutual agreement of the parties and not by court order or as a part of a bankruptcy or other
debtor-related procedure or proceeding; (ii) Subtenant has not unilaterally repudiated any terms of the
Sublease; (iii) Subtenant is not then in Default under the Sublease (and will not be in Default on the last
day of the initial Term or any Option Term); and (iv) Sublandlord has not given a notice of a Default to
Subtenant on more than three (3) occasions since the Commencement Date. Subtenant's options to extend
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are personal to Subtenant and cannot be exercised by any other party. Subtenant shall have no right to
extend the Term or any Option Term except as set forth in this Section 2.2.

2.3 Increase in Base Rent During Option Termts). The Base Rent for each Option
Term shall be increased by ten percent (10%) over the Base Rent in effect during the last month of the
initial Term or the then-existing Option Term, as the case may be. Unless the context of the reference
clearly requires a different interpretation, any reference to the word "Term" shall include any Option
Term for which Subtenant has properly exercisedits rights to extend as set forth in Section 2.2, above.

3. Rent.

3.1 Base Rent. Subtenant agrees to pay Sub landlord monthly rent ("Base Rent") in
advance according to the following schedule, beginning on the Commencement Date, and continuing on
the first day of every month thereafter, during the initial Term of this Sublease.

Months 1-02
Months 03-24

$1,820.00 per month
$3,640.00 per month

3.2 Percentage Rent. In addition to Base Rent, Subtenant agrees to pay to
Sublandlord monthly percentage rent ("Percentage Rent") in amounts calculated as set forth below.
Percentage Rent shall be paid on or before the 20th day of each month during the Term based on
Subtenant's Gross Income for the immediately preceding month.

Percentage Rent shall be calculated in the same manner and at the same rates as
set forth in the Master Lease and as adjusted from time to time under the provisions of the Master Lease,
the provisions of which relating to Percentage Rent are incorporated herein by reference. For the
purposes of this Sublease, the term "Gross Income" shall have the same meaning as attributed to that
term in the Master Lease, the provisions of which are incorporated herein by reference.

Subtenant acknowledges receipt of a copy of the provisions of the Master
Lease currently in effect dealing with Percentage Rent and Gross Income.

3.3 Additional Rent. In addition to Base Rent and Percentage Rent, Subtenant agrees
to pay to Sublandlord as additional rent ("Additional Rent"), at times specified in this' Sublease: (i) the
Common Area Expenses payable as provided in Article 5, and (ii) any other amounts that Subtenant
assumes or agrees to pay under the provisions of this Sublease that are owed to Sublandlord, including,
without limitation, any and all other sums that may become due by reason of any Default of Subtenant or
Subtenant's failure to comply with the agreements, terms, covenants and conditions of this Sublease to be
performed by Subtenant.

3.4 Increase in Base Rent Resulting from Increase in Percentage Rental under Master
Lease. All Rent (as that term is defined below) received by Sublandlord under this Sublease is included
in "gross income" as that term in defined in the Master Lease. Sublandlord is required to pay percentage
rent to the City under the Master Lease based on Sublandlord's gross income generated by business
conducted on the Master Premises. In the event Master Landlord increases the percentage rent payable
under the Master Lease attributable to Rent paid under this Sublease, the Base Rent under this Sublease
shall be increased by that amount required for Sublandlord to receive the same net Base Rent after the
increase in percentage rent as it received immediately prior to the increase in percentage rent by the City.
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3.5 Rent. Base Rent, Percentage Rent and Additional Rent shall together be referred

to in this Sublease as "Rent." Rent shall be paid to Sublandlord in lawful money of the United States of
America at the office of Sub landlord or to such other person or at such other place as Sub landlord may
from time to time designate in writing. All Rent and other monetary obligations shall be paid by
Subtenant without notice or demand and without set-off, counterclaim, recoupment, abatement,
suspension, deferment, diminution, deduction, reduction or defense.

3.6 Proration. In the event that Rent commences with respect to the Subleased
Premises on a day other than the first day of a calendar month, Rent shall be prorated with respect thereto
on the basis of a thirty (30) day month and shall be due and payable for such prorated portion of the
month on the date that Rent commences.

4. Security Deposit. On execution of this Sublease, Subtenant shall deposit with
Sublandlord a cash "Security Deposit" in the amount of Three Thousand Six Hundred Forty Dollars
($3,640.00). The Security Deposit shall be held by Sublandlord as security for the timely and faithful
performance by Subtenant of all of Subtenant's obligations under this Sublease. Sublandlord may apply
all or part of the Security Deposit to any unpaid Rent or other charges due from Subtenant, to cure any
other Subtenant Default(s) after expiration of any applicable cure period, or to clean or repair damages to
the Subleased Premises upon expiration or earlier termination of this Sublease. If Sublandlord uses any
part of the Security Deposit, Subtenant shall restore the Security Deposit to its full amount within ten (10)
days after Sublandlord's written request. No interest shall be paid on the Security Deposit. Sublandlord
shall not be required to keep the Security Deposit separate from its other accounts, and no trust
relationship is created with respect to the Security Deposit. After both (a) the termination of this Sublease
and (b) Subtenant's vacation of the Subleased Premises, Sub landlord, within a reasonable time, shall
refund or credit to Subtenant (or Subtenant's successor) the unused portion of the Security Deposit and
any advance Rent or other advance payments made by Subtenant to Sub landlord after deduction for any
purposes permitted by this Section 4.

5. Common Area Expenses.

5.1 Pavment of Subtenant's Share of Common Area Expenses. Each month during
the Term, Subtenant shall pay to Sub landlord, as Additional Rent, one-twelfth (1/l2th) of an amount
reasonably estimated by Sublandlord to be Subtenant's Pro Rata Share (as defined below) of the total
annual Common Area Expenses. Subtenant's "Pro Rata Share" is ten per cent (10%), which percentage
has been determined by dividing the approximate rentable square footage of the Subleased Premises by
the total approximate square footage of all of the buildings in the Master Premises. It is understood and
agreed that the square footage figures used to make these calculations may not be strictly calculated
pursuant to BOMA standards and are approximations which Sublandlord and Subtenant agree are
reasonable and shall not be subject to revision. Sublandlord may adjust its estimate of such expenses at
the end of any calendar quarter on the basis of Sublandlord' s experience and reasonably anticipated costs.

Following the end of each calendar year (and also after the date of expiration or
sooner termination of this Sublease), Sublandlord shall furnish to Subtenant a statement showing in
reasonable detail the Common Area Expenses during such calendar year (or portion thereof prior to the
expiration or sooner termination of this Sublease). If Subtenant's share of such costs exceeds Subtenant's
payments made during the prior calendar year, Subtenant shall pay Sublandlord the deficiency within
twenty (20) days after receipt of such statement. If Subtenant's payments of Common Area Expenses
during the prior calendar year exceed its actual Pro Rate Share, Subtenant shall be entitled to credit the
excess to its next monthly payment(s) of the Pro Rata Share until the credit is exhausted.
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5.2 Definition of Common Area Expenses. As used in this Sublease, the term

"Common Area Expenses" shall include, without limitation, all amounts paid by Sublandlord for the
maintenance, repair, replacement, operation and management of the Common Area, together with an
administrative fee equal to ten percent (10%) of all such amounts. In addition to those expenses
specifically mentioned in Sections 9.1, 10.1,10.2 and 14.1, below, Common Area Expenses shall include,
without limitation, the costs of gardening; landscaping; repaving, resurfacing, and restriping of all parking
areas; maintenance of all walkways and stairways; property management; exterior building painting;
lighting and other utilities; cleaning; common area trash removal; depreciation and replacement of
equipment; insurance on the Common Area; and all real property taxes and/or assessments levied against
the Master Premises.

6. Use.

6.1 Use. Subtenant shall use the Subleased Premises for new boat and accessory
sales, and shall not use the Subleased Premises, or permit or suffer the Subleased Premises to be used, for
any other purpose without the prior written consent of Sub landlord, which consent may be withheld in
Sublandlord's sole and unfettered discretion.

6.2 Compliance with Law. Subtenant shall use the Subleased Premises in
compliance with all current or future federal, state and local laws and regulations, and all covenants,
conditions and restrictions applicable to the Master Premises. Subtenant shall not use or occupy the
Subleased Premises in violation of any law, regulation or covenant, condition or restriction applicable to
the Master Premises, or the certificate of occupancy issued for the Building and shall, upon five (5) days
written notice from Sublandlord, discontinue any use of the Subleased Premises which is declared by any
governmental authority having jurisdiction to be a violation of law or of said certificate of occupancy.
Subtenant shall, at its expense, comply with any direction of any governmental authority having
jurisdiction which shall, by reason of the nature of Subtenant's use or occupancy of the Subleased
Premises, impose any duty upon Subtenant or Sublandlord with respect to the Subleased Premises or with
respect to the use or occupation thereof.

6.3 Insurance Requirements. The insurance to be initially carried by Sub landlord
and Subtenant pursuant to the provisions of Article 14 shall be consistent with the actual use of the
Subleased Premises. Thereafter, if the use of the Subleased Premises changes to another use permitted
under Section 6.1 such insurance shall, to the extent available, be consistent with such changed use.
Subtenant shall not do or permit to be done anything which will invalidate or increase the cost of any fire,
extended coverage or any other insurance policy covering the Master Premises. Subtenant shall comply
with all rules, orders, regulations and requirements of the insurers of the Master Premises. Subtenant
shall promptly, upon demand, reimburse Sublandlord for any additional premium charged for any policy
by reason of Subtenant's failure to comply with the provisions of this Section.

6.4 Kev to Subleased Premises. Subtenant shall deliver to Sublandlord all keys to
locks to doors in the Subleased Premises for the purpose of emergency access. Additionally, if requested
by Sublandlord, or required by a government agency, Subtenant agrees to maintain a duplicate set of keys
in a fire department controlled lock box located on the Subleased Premises or at a central location on the
Master Premises as directed by Sub landlord. .

6.5 Exterior Changes. Subtenant shall make no changes to the exterior of the
Building without the prior written approval of Sublandlord, which approval may be withheld in
Sublandlord's sole and unfettered discretion. Subtenant acknowledges that all exterior changes are also
subject to written approval of the City.
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6.6 ~. No sign, advertisement or notice which is visible outside the Subleased

Premises shall be exhibited, painted or affixed by Subtenant or any part of the Subleased Premises, or on
any part of the exterior of the Building, without the prior written consent of Sub landlord, which consent
may be withheld in Sublandlord's sole and unfettered discretion. All such signage shall be in compliance
with applicable laws. Such signs shall be installed at Subtenant's sole cost, and the cost of removing such
signs and repairing the Building at the end of the term of the Sublease shall be paid by Subtenant.

6.7 Load Rating. No equipment weighing in excess of the load per square foot
which such floor was designed to carry, or which is allowed by law, shall be placed upon the Subleased
Premises.

6.8 Unlawful Purpose. Subtenant shall not allow the Subleased Premises to be used
for unlawful purposes, nor shall Subtenant cause, maintain or permit any nuisance or waste in or on the
Subleased Premises.

7. Common Area.

7.1 Common Area - Definition. The term "Common Area" is defined as all areas and
facilities outside the Subleased Premises and any other sub-tenant's premises and within the exterior
boundary line of the Master Premises that are provided and designated by Sublandlord from time to time
for the general nonexclusive use of Sublandlord, Subtenant and other subtenant(s) and their respective
employees, suppliers, shippers, customers and invitees, including but not limited to common entrances,
corridors, stairways and stairwells, public restrooms, mechanical and electrical rooms, parking areas to
the extent not otherwise prohibited by this Sublease, loading and unloading areas, trash areas, roadways,
sidewalks, walkways, parkways, ramps, driveways, landscaped areas and decorative walls. Sublandlord
shall have the right to exclude any portion of the Building and Master Premises other than the Subleased
Premises from the Common Area under this Sublease.

7.2 Common Area - Rules and Regulations. Subtenant agrees to abide by and conform to the
rules and regulations adopted by Sub landlord from time to time with respect to the Building and Common
Area, and to cause its employees, suppliers, shippers, customers, and invitees to so abide and conform.
Sublandlord or such other person(s) as Sublandlord may appoint shall have the exclusive control and
management of the Common Area and shall have the right, from time to time, to modify, amend and
enforce said rules and regulations. Sub landlord shall not be responsible to Subtenant for the non-
compliance with said rules and regulations by other subtenants of the Master Premises, their agents,
employees and invitees.

7.3 Common Area - Changes. Sublandlord shall have the right, in Sublandlord's sole
discretion, from time to time:

(a) To make changes to the interior and exterior of the Building and to the
Common Area, including, without limitation, changes in the location of structures in Common Area,
construction of additional buildings and other structures in the Common Area and changes to the size,
shape, and appearance of the Common Area, including but not limited to the driveways, entrances,
parking spaces, parking areas, loading and unloading areas, ingress, egress, direction of traffic, decorative
walls, landscaped areas and walkways; provided, however, Sublandlord shall at all times provide the
parking facilities required under this Sublease.

(b) To close temporarily any of the Common Area for maintenance and
repair and replacement purposes so long as reasonable access to the Subleased Premises remains
available;
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(c) To add additional improvements to the Common Area;

(d) To use the Common Area while engaged in making additional
improvements, repairs or alterations to the Master Premises, or any portion thereof; and,

(e) To do and perform such other acts and make such other changes in, to or
with respect to the Common Area and Sublandlord may, in the exercise of sound business judgment,
deem to be appropriate.

7.4 Parking. Subtenant shall be entitled to the nonexclusive use of the vehicle
parking spaces, on an unreserved and unassigned basis, on those portions of the Common Area designated
by Sublandlord for parking purposes from time to time. Subtenant shall not use more parking spaces than
allotted to Subtenant hereunder. Said parking spaces shall be used only for parking by vehicles no larger
than full size passenger automobiles or pickup trucks. Subtenant shall not permit or allow any vehicles
that belong to or that are controlled by Subtenant or Subtenant's employees, suppliers, shippers, customers
or invitees to be loaded, unloaded or parked in areas other than those designated by Sublandlord for such
activities. If Subtenant permits or allows any such activities other than in the spaces designated for the
same, then Sublandlord shall have the right, without notice, and in addition to such other rights and
remedies that it might have under this Sublease or at law, to remove or tow away the vehicle involved and
charge the cost thereof to Subtenant, which cost shall be immediately payable upon demand by
Sub landlord as Additional Rent.

8. Condition of Subleased Premises.

8.1 No Representation. Subtenant acknowledges that neither Sublandlord nor any
agent of Sub landlord has made any representations or warranties, express or implied with respect to (i)
the condition of the Subleased Premises, the Building or the Master Premises, (ii) the suitability of the
Subleased Premises for Subtenant's purposes (iii) the location, use, design, merchantability, fitness for use
for a particular purpose, condition or durability of the Subleased Premises or the Building, (iv) the
prospect or ability to make a profit in the operation of a business in the Subleased Premises, (v) the
existence of Hazardous Materials (as defined in Section 24.6) in, on or adjoining the Building or the
Master Premises, (vi) the quality of the material or workmanship in the Building or the Subleased
Premises, (vii) the future use or uses of the Building or the Master Premises, and/or (vii) the continuation
of any current business or the prospect for new or additional businesses in the Building, in the Master
Premises, or on properties adjacent to or near the Master Premises. All risks incidental to the condition
and use of the Subleased Premises shall be borne by Subtenant. Except as expressly provided in this
Sublease, IN THE EVENT OF AJ.W DEFECT OR DEFICIENCY OF ANY NATURE IN THE
SUBLEASED PREMISES OR ANY FIXTURE OR OTHER ITEM CONSTITUTL~G A
PORTION THEREOF, WHETHER PATENT OR LATENT, LANDLORD SHALL NOT HAVE
ANY RESPONSIBILITY OR LIABILITY WITH RESPECT THERETO.

SUBTENA1'1/T AGREES THAT IT IS TAKING THE SUBLEASED
PREMISES IN AN "AS-IS, WHERE-IS" CONDITION WITH ALL FAULTS AND WITH
ABSOLUTELY NO REPRESENTATIONS AND W ARR<\..~TlES.

8.2 Walk-Through Inspection. Subtenant acknowledges and agrees that at or before
the signing of this Sublease, he inspected the Subleased Premises and, as set forth in Section 8.1, above,
accepted the Subleased Premises in their then existing condition. On or before the Commencement Date,
Sub landlord and Subtenant shall conduct a walk-through inspection of the Premises and prepare a list of
those items relating to the Subleased Premises which are not then in substantially the same condition as
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existed at the time of the signing of the Sublease. The taking of possession of the Subleased Premises by
Subtenant shall establish conclusively that the Subleased Premises existed on the Commencement Date in
substantially the same condition as of the date of the signing of the Sublease, except for list items set forth
in this list. Sublandlord shall promptly perform such maintenance and repairs as are required to bring the
items on the list to a condition substantially the same as existed at the time of the signing of the Sublease.

9. Utilities and Services.

9.1 Utilities Provided. Sublandlord shall furnish to the Subleased Premises
reasonable quantities of water, sewer, gas, electricity and trash removal as required for Subtenant's use.
The cost of these utilities shall be Common Area Expenses.

9.2 Utilities and Services Not Provided. Subtenant shall arrange, and pay the
supplier directly, for all telephone and (except as provided in Section 9.1) all other utilities and services
supplied to the Subleased Premises, together with any connection charges and taxes thereon.

9.3 No Liabilitv. Sublandlord shall not be liable for, nor shall any eviction of
Subtenant result from, the failure of any such utility or service to be furnished to the Subleased Premises,
whether such failure is caused by accident, breakage, repairs, strikes, lockouts or other labor disturbances
or labor disputes of any character, governmental regulation, moratorium or other governmental action. In
the event of such failure, Subtenant shall not be entitled to any abatement or reduction of Rent, nor shall
Subtenant be relieved from the operation of any covenant or agreement of this Sublease.

9.4 No Increase in Requirements. Subtenant shall not, without the prior written
consent of Sublandlord, use any device in the Subleased Premises, including without limitation special
equipment or machines, which will in any way unreasonably increase the amount of electricity or water
used in or other services provided to the Subleased Premises over that provided to the Subleased
Premises at the Commencement Date. Subtenant shall pay to Sub landlord as Additional Rent an amount
equal to all costs incurred by Sublandlord to provide such excess services and utilities, which payment
shall be made by Subtenant within thirty (30) days of the date of the invoice for these costs.

10. Repairs and Maintenance.

10.1 Common Area. Sublandlord shall maintain the Common Area in good condition,
ordinary wear and tear excepted. The costs for said repair and maintenance shall be a Common Area
Expense.

10.2 Structural and Mechanical Elements. Sublandlord shall repair and maintain the
exterior of the Building, the Building's foundation, the Building's mechanical elements (i.e., the heating,
ventilating, and air-conditioning systems servicing the Subleased Premises, and the unexposed electrical,
plumbing, and sewage systems), the structural components of the exterior walls and the structural
components of the roof of the Building. The costs for repair and maintenance of these elements shall be a
Common Area Expense.

10.3 Subtenant's Maintenance Obligations. Except for Sub landlord's obligations
pursuant to Section 10.2 above, Subtenant shall, at Subtenant's sole cost and expense, keep the Subleased
Premises and every part of the Subleased Premises in good order, condition and repair, and in compliance
with all applicable laws, ordinary wear and tear excepted and regardless of the condition of the Subleased
Premises on the Commencement Date (except for Sublandlord's obligations to repair under Section 8.2,
above, if any). Subtenant shall, upon the expiration or sooner termination of the Term, surrender the
Subleased Premises to Sublandlord in good order, condition and repair and in compliance with all
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applicable laws. Subtenant's obligations shall include restorations, replacements or renewals, including
capital expenditures for restorations, replacements or renewals which will have a useful life beyond the
expiration of the Term, when necessary to keep the Subleased Premises and all improvements thereon or
a part thereof in good order, condition and repair and in compliance with all applicable laws. Except as
expressly set forth in this Sublease, it is intended by the parties hereto that Sublandlord shall have no
obligation, in any manner whatsoever, to repair or maintain the Subleased Premises, including the
improvements or equipment located therein, whether structural or nonstructural, all of which obligations
are intended to be the sole expense of Subtenant, whether or not such repairs, maintenance or restoration
shall have a useful life extending beyond the expiration of the Term. Subtenant shall further be
responsible for the cost of all alterations andlor repairs to the Subleased Premises required to bring the
Subleased Premises into compliance with any law, ordinance or regulation, including, without limitation,
the Americans with Disabilities Act. Any such repairs and alterations shall become the property of
Sublandlord upon the expiration or earlier termination of this Sublease.

lOA No Liabilitv. Sublandlord shall not be liable for any failure to make any repairs
or to perform any maintenance which is an obligation of Sub landlord unless such failure shall persist for
an unreasonable time after written notice of the need of such repairs or maintenance is given to
Sublandlord by Subtenant. There shall be no abatement of Rent and no liability of Sub landlord by reason
of any injury to or interference with Subtenant's operations arising from the making of any repairs,
alterations or improvements in or to any portion of the Building or the Subleased Premises or in or to
fixtures, appurtenances and equipment therein unless such injury or interference is unreasonable.
Subtenant waives any rights under Sections 1941 and 1942 of the California CIVIL CODE or under any
law, statute or ordinance now or hereafter in effect to make repairs at Sub landlord's expense.

10.5 Damage or Destruction. Notwithstanding any of the foregoing, in the event of
fire, earthquake, flood, war or similar cause of damage or destruction, this Article 10 shall not be
applicable and the provisions of Article 15 entitled "Damage or Destruction" shall apply and control.

II. Alterations.

1I.l No Alterations. Without Sublandlord's prior written consent, which consent
shall not be unreasonably withheld, Subtenant shall make no alterations, additions or improvements in or
to the Subleased Premises. All such alterations, additions or improvements shall be made only by
licensed and qualified contractors or mechanics. Subtenant's contractor for performing any alterations,
additions or improvements shall be subject to Sublandlord's reasonable approval and shall maintain
appropriate insurance as reasonably required and approved by Sub landlord. Subtenant acknowledges that
any such alterations and repairs may also require the approval of the City.

11.2 Service Facilities. Subtenant agrees that there shall be no construction of
partitions or other obstructions which might interfere with free access to mechanical installations or
service facilities of the Building or interfere with the moving of Sub landlord's equipment to or from the
enclosures containing said installations or facilities. Furthermore, any work by Subtenant shall be
accomplished in such a manner as to permit any fire sprinkler system and fire water supply lines to
remain fully operable at all times. .

11.3 Compliance With Law. Subtenant covenants and agrees that all work done by
Subtenant shall be performed in full compliance with all laws, rules, orders, ordinances, directions,
regulations and requirements of all governmental agencies, offices, departments, bureaus and boards
having jurisdiction and in full compliance with the rules, orders, directions, regulations and requirements
of any applicable fire rating bureau. Subtenant shall provide Sublandlord with "as-built" plans showing
any material changes in the Subleased Premises.
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11.4 Prior Notice. Before commencing any material work, Subtenant shall give

Sublandlord at least fifteen (15) days prior written notice of the proposed commencement of such work.

11.5 PropertY of Sublandlord. All alterations, decorations, fixtures, equipment,
additions and improvements attached to or built into the Subleased Premises, made by either party, shall,
unless Sub landlord elects otherwise at the expiration or earlier termination of the Term, become the
property of Sublandlord. If Sublandlord elects to have such alterations removed, Subtenant shall do so
and shall repair and restore the Subleased Premises to the condition they were in prior to such alterations,
all at Subtenant's sole cost.

11.6 Removal. Subtenant shall repair any damage to the Subleased Premises caused
by Subtenant's removal of any property from the Subleased Premises; and Subtenant shall only be entitled
to remove property from the Subleased Premises as expressly provided in this Sublease. During any such
restoration period, Subtenant shall pay Rent to Sublandlord as provided herein as if said space were
otherwise occupied by Subtenant.

11.7 Personal PropertY. All articles of Subtenant's personal property, including, but
not limited to, detachable machinery and equipment, furniture, fixtures and movable partitions, which are
owned by Subtenant and installed by Subtenant at its own expense in the Subleased Premises, shall be
and remain the property of Subtenant and may be removed by Subtenant at any time during the term of
this Sublease when Subtenant is not in Default hereunder. If Subtenant shall fail to remove all of its
personal property from the Subleased Premises at the expiration or earlier termination of the Term, then
Sub landlord may, at its option, remove the same in any manner that Sub landlord may deem appropriate
and store this personal property without liability to Subtenant for loss thereof or damage thereto.
Subtenant agrees to pay Sublandlord, upon demand, any expenses incurred in such removal and storage or
Sublandlord may, at its option, without notice, sell this personal property or any of it, at a public or
private sale and without legal process, for such price as Sublandlord may obtain; and Sublandlord may
apply the proceeds of such sale against any amounts due under this Sublease from Subtenant to
Sublandlord and against any expenses incident to the removal, storage and sale of this personal property,
with any balance of the sales proceeds delivered to Subtenant. Subtenant agrees that this Sublease
constitutes a "security agreement" under the provisions of Section 9203 of the Uniform Commercial Code
- Secured Transactions, or any successor statute and, as such, Subtenant grants to Sublandlord a security
interest in all Subtenant's personal property described in this Section 11.7, as well as all tenant
improvements made to the Subleased Premises pursuant to this Article 11.

12. Liens.

12.1 No Liens. Subtenant shall keep the Subleased Premises free from any liens
arising out of work performed, materials furnished and obligations incurred by Subtenant. Subtenant
covenants and agrees that any mechanic's lien filed against the Subleased Premises for work claimed to
have been done for, or materials claimed to have been furnished to Subtenant, will be discharged by
Subtenant, by bond or otherwise, within thirty (30) days after the filing thereof, at the cost and expense of
Subtenant.

12.2 Advance bv Sublandlord. Should Subtenant fail to discharge any such lien,
Sub landlord may, at Sublandlord's election, pay such claim or post a bond or otherwise provide security
to eliminate the lien as a claim against title, and the cost thereof shall be immediately due from Subtenant
as Additional Rent.
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12.3 Financing Statements. In the event Subtenant shall lease or finance the

acqursmon of equipment, furnishings or other personal property of a removable nature utilized by
Subtenant, Subtenant warrants that any Uniform Commercial Code Financing Statement executed by
Subtenant will, upon its face or by exhibit thereto, indicate that the personal property listed on any such
Financing Statement is located within the Subleased Premises. In no event shall the address of the
Building be furnished on the statement without qualifying language as to applicability of the lien only to
Subtenant's removable personal property. Should any holder of a Financing Statement executed by
Subtenant record or place of record a Financing Statement which appears to constitute a lien against any
interest of Sub landlord or against equipment which may be located other than within the Subleased
Premises, Subtenant shall, within ten (10) days after the filing of such Financing Statement, cause (i)
copies of the Security Agreement or other documents to which the Financing Statement pertains to be
furnished to Sublandlord to show that such lien is not applicable to Sublandlord's interest, and (ii) its
lender to amend documents of record so as to clarify that such lien is not applicable to any interest of
Sub landlord in the Subleased Premises. Sublandlord shall execute such documents as are reasonably
required by Subtenant or Subtenant's lenders or equipment lessors provided the same do not in any way
alter the rights of Sub landlord under this Sublease. "

13. Indemnification and Exculpation.

13.1 Indemnification bv Subtenant. Subtenant agrees to indemnify the City,
Sublandlord and its lenders, partners, members, shareholders, directors, officers, attorneys; managers,
agents and employees, and their successors and assigns (collectively "Sublandlord's Indemnified
Parties") against, and to protect, defend and save them harmless from, all liability, demands, claims,
causes of action or judgments, and all reasonable expenses incurred in investigating or resisting the same
(including reasonable professional fees, including without limitation, fees for attorneys, architects,
engineers, and environmental consultants), arising out of Subtenant's failure to fully perform under this
Sublease or for death of, or injury to, any person or damage to property (i) occurring in, upon or about the
Subleased Premises, (ii) arising from our out of Subtenant's use and occupancy of the Subleased
Premises, or (iii) arising from or out of any act or omission of Subtenant, its agents, contractors,
employees, servants and tenants, except if such death or injury, or damage to property is caused solely by
the willful act or gross negligence of Sub landlord or Sublandlord's Indemnified Parties.

13.2 Indemnification by Sublandlord. Except as otherwise provided in this Article,
Sub landlord agrees to indemnify Subtenant and its shareholders, directors, officers, agents, servants and
employees (collectively "Subtenant's Indemnified Parties") against, and to protect, defend and save
them harmless from all liability, demands, claims, causes of action or judgments, and all reasonable
expenses incurred in investigating or resisting the same (including reasonable attorneys' fees), for death
of, or injury to, any person or damage to property occurring in, upon, or about the Subleased Premises
during the term of this Sublease caused solely by the willful acts or gross negligence of Sublandlord or
Sublandlord's agents, contractors, employees, and/or servants.

13.3 No Liability of Sublandlord. Notwithstanding any provision of Sections 13.1 and
13.2 "to the contrary, Sub landlord shall not be liable to Subtenant or any other party, and Subtenant
assumes all risk of damage to personal property including loss of records kept within the Subleased
Premises. Subtenant further waives any claim for injury to Subtenant's operations or loss of income
relating to any such damage or destruction of personal property, including any loss of records.

13.4 Assumption of Risk. Additionally, Sublandlord shall not be liable to Subtenant
or any other party, and Subtenant assumes all risk of damage and liability (other than as may be covered
by insurance or by a third party), resulting from any defect or malfunction of any Building system or
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component of a Building system (such as HVAC, mechanical, plumbing, electrical, waste disposal, or
sewer).

13.5 Security Devices. Security devices and services provided for the Building and
Master Premises, if any, while intended to deter crime, may not in given instances prevent theft or other
criminal acts, and it is agreed that Sublandlord shall not be liable for injuries or losses caused by criminal
acts of third parties. The risk that any security device may malfunction or otherwise be circumvented by
a criminal is assumed by Subtenant. Subtenant shall, at Subtenant's cost, obtain applicable insurance
coverages to the extent Subtenant desires protection against such criminal acts. Sublandlord shall have no
continuing obligation to repair, maintain or replace any existing security devices, if any, and may remove
any such existing security devices, if any, at any time. Subtenant shall be solely responsible, at its sole
expense, to provide a safe and secure environment within the Subleased Premises for its employees,
customers, invitees and guests.

14. Insurance.

14.1 Insurance on Building. Sub landlord shall carry insurance on the Building,
including the Subleased Premises and its improvements, to the extent such is insurable as part of the
Building (excluding improvements made to the Subleased Premises made by Subtenant), in an amount
equal to full replacement cost (without reference to depreciation taken by Sublandlord upon its books or
tax returns), or such greater insurance coverage as Sublandlord's mortgage lender requires Sublandlord to
maintain. Such insurance shall provide protection against any peril generally included within the
classification "Fire and Extended Coverage," together with insurance against sprinkler damage (if
applicable), vandalism and malicious mischief. Sublandlord shall also obtain rental loss insurance for a
period of up to one year. Sub landlord, subject to availability thereof at a reasonable premium, may, but is
not required to, further insure, as Sublandlord or its lender deems appropriate, against flood and/or
earthquake, loss or failure of building equipment, hazardous materials risks, rental loss during the period
to repair or rebuild, worker's compensation insurance and fidelity bonds for employees employed to
perform services. The deductible limits of the "Fire and Extended Coverage" policy shall not exceed Five
Thousand Dollars ($5,000). Sub landlord shall furnish to Subtenant upon request a copy of said insurance
policy. The cost of all such insurance policies shall be Common Area Expenses.

14.2 Liability Insurance. Subtenant, at its own cost, shall procure and continue in
effect, from the Commencement Date or the at such time as Subtenant occupies the Subleased Premises,
whichever first occurs, and continuing throughout the Term and thereafter until Subtenant has fully and
finally surrendered the Subleased Premises to Sublandlord, comprehensive public liability insurance with
limits of not less than Three Million Dollars ($3,000,000) per occurrence for death, bodily injury or
property damage with respect to the Subleased Premises and insurance on all of its personal property.
The deductible amounts of such policy of insurance shall not exceed Five Thousand Dollars ($5,000).

14.3 Additional Insureds. The aforesaid insurance required of Subtenant shall name
as additional insureds the City, Sub landlord, their officers, directors, shareholders, partners, members and
lenders, and Sublandlord's property manager, agents and representatives for the Subleased Premises. Said
insurance shall be with companies having a policyholder rating of not less than A+ and financial category
rating of Class IX in "Best's Insurance Guide." Subtenant shall cause any insurance companies issuing
policies to Subtenant to furnish certificates evidencing such coverage to Sublandlord. No such policies
shall be cancelable or subject to reduction of coverage or other modification or cancellation except after
thirty (30) days prior written notice to Sub landlord from the insurer. All such policies shall be written as
primary policies, not contributing with and not in excess of the coverage which Sublandlord may carry.
Any of Subtenant's policies may be in the nature of a "blanket policy" which specifically provides that
the amount of insurance shall not be prejudiced by other losses covered by the policy. Subtenant shall, at
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least twenty (20) days prior to the expiration of any such policies, furnish Sublandlord with renewals or
binders. Subtenant agrees that if Subtenant fails to procure and maintain such insurance, Sublandlord
may (but shall not be required to) procure said insurance on Subtenant's behalf and charge Subtenant the
premiums for any such policies, together with a ten percent (10%) handling charge, payable upon
demand.

14.4 Fixtures and Other Items. Subtenant assumes the risk of damage to
improvements made to the Subleased Premises by Subtenant (even if made with the consent and approval
of Sublandlord), as well as any fixtures, goods inventory, merchandise, equipment, and personal property
of any kind owned or leased by Subtenant and maintained in the Subleased Premises. Sub landlord shall
not be liable for injury to Subtenant's operations or any loss of income therefrom relative to damage to
such items, all as more particularly set forth herein. Subtenant, at Subtenant's cost, shall carry such
insurance as Subtenant desires for Subtenant's protection with respect to the foregoing personal property
and tenant improvements, as well as business interruption losses and other loss of income.

14.5 Lender and Others. If any policy of insurance is to name Sublandlord as
additional insured, Subtenant shall, upon written request of Sub landlord, also designate as an additional
insured, and furnish certificates evidencing Sub landlord as an additional insured to, (i) any lender to
Sublandlord holding a security interest in the Building and/or (ii) the City.

14.6 Waiver of Subrogation. Sub landlord and Subtenant each hereby waive any and
all rights of recovery against the other, or against the officers, employees, agents and representatives of
the other, on account of loss or damage occasioned to such waiving party or its property or the property of
others under its control to the extent that such loss or damage is insured against under any fire and
extended coverage insurance policy which either party may have in force at the time of such loss or
damage, such waivers to continue as long as their respective insurers to permit. Any termination of such
a waiver shall be by written notice of circumstances as hereinafter set forth. Sublandlord and Subtenant,
upon obtaining the policies of insurance required or permitted under this Sublease, shall give notice to the
insurance carrier or carriers that the foregoing mutual waiver of subrogation is contained in this Sublease.
If such policies are unobtainable with such waiver or obtainable only at a premium over that chargeable
without such waiver, the party seeking such policy shall notify the other thereof, and the latter shall have
ten (10) days thereafter to either (i) procure such insurance in companies reasonably satisfactory to the
other party or (ii) agree to pay such additional premium. If neither (i) nor (ii) are done, this Section 14.6
shall have no effect during such time as such policies are unobtainable or the party in whose factor a
waiver of subrogation is desired shall refuse to pay the additional premium. If such policies shall at any
time be unobtainable, but subsequently shall be obtainable, neither party shall be subsequently liable for a
failure to obtain such insurance until a reasonable time after notification thereof by the other party. If the
release of either Sublandlord or Subtenant, as set forth in the first sentence of this Section 14.6 shall
contravene any law with respect to exculpatory agreements, the liability of the party in questions shall be
deemed not released but shall be secondary to the other's insurer.

14.7 Increases in Insurance. At reasonable times, Sublandlord may require insurance
policy limits to be raised to conform with reasonable requirements of Sublandlord's lender and/or the Port
Authority, or to bring coverage limits to the level then being required of similar tenants of similar
properties; provided, however, that Sub landlord may, in any event, require insurance policy limits to be
increased in proportion to any increase in the Consumer Price Index from the date of this Sublease to the
date of the requested adjustments.

15. Damage or Destruction.

15.1 Destruction Due to Risk covered by Insurance.

Mission Bay Sublease 12 February,2003



• •
(a) If, during the Term, the Subleased Premises or the Building are totally or

partially destroyed from a risk covered by the insurance described in Section 14.1, rendering the
Subleased Premises totally or partially inaccessible or unusable, Sub landlord shall restore the Subleased
Premises or the Building to substantially the same condition as they were in immediately before
destruction, but not including any leasehold improvements made by Subtenant .: Such destruction shall not
terminate this Sublease. If the existing laws do not permit restoration and repair of the Building or the
Subleased Premises, either party can terminate this Sublease immediately by giving notice to the other
party.

(b) If the cost of the restoration exceeds the amount of proceeds received
from the insurance required under Section 14.1, Sublandlord may elect to terminate this Sublease by
giving notice to Subtenant within fifteen (15) days after determining that the restoration cost will exceed
the insurance proceeds. In the case of destruction to the Subleased Premises only, if Sub landlord elects to
terminate this Sublease, Subtenant, within fifteen (15) days after receiving Sublandlord's notice to
terminate, can elect to pay to Sublandlord, at the time Subtenant notifies Sublandlord of its election, the
difference between the amount of insurance proceeds and the cost of restoration, in which case
Sublandlord shall restore the Subleased Premises. Sub landlord shall give Subtenant reasonably
satisfactory evidence that all sums contributed by Subtenant as provided in this Section 15.1 have been
expended by Sub landlord in paying the cost of restoration.

(c) If Sublandlord elects to terminate this Sublease and Subtenant does not
elect to contribute toward the cost of restoration as provided in this Section 15.1, this Sublease shall
terminate.

15.2 Destruction Due to Risk Not Covered bv Insurance.

(a) If, during the Term, the Subleased Premises or the Building are totally or
partially destroyed from a risk not covered by the insurance described in Sections 14.1, above, rendering
the Subleased Premises totally or partially inaccessible or unusable, Sublandlord shall restore the
Subleased Premises or the Building to substantially the same condition as they were in immediately
before destruction. Such destruction shall not terminate this Sublease. If the existing laws do not permit
the restoration, either party can terminate this Sublease immediately by giving notice to the other party.

(b) The provisions of Section 15.2(a) notwithstanding, if the cost of
restoration exceeds five percent (5%) of the then replacement value of the Subleased Premises or the
Building that are destroyed, Sublandlord can elect to terminate this Sublease by giving notice to the
Subtenant within fifteen (15) days after determining the restoration cost and replacement value.

(c) In the case of destruction to the Subleased Premises only, if Sublandlord
elects to terminate this Sublease, Subtenant, within fifteen (15) days after receiving Sub landlord's notice
to terminate, can elect to pay to Sub landlord, at the time Subtenant notifies Sublandlord of its election, the
difference between five percent (5%) of the then replacement value of the Subleased Premises and the
actual cost of restoration, in which case Sub landlord shall restore the Subleased Premises. Sub landlord
shall give Subtenant reasonably satisfactory evidence that all sums contributed by Subtenant as approved
in this Section 15.2 have been expended by Sublandlord in paying the cost of restoration.

(d) If Sublandlord elects to terminate this Sublease and Subtenant does not
elect to perform the restoration or contribute toward the cost of restoration as provided in this Section
15.2, this Sublease shall terminate.

Mission Bay Sublease 13 February,2003



• •
15.3 Extent of Sublandlord's Obligation to Restore. If Sub landlord is obligated to or

elects to repair or restore as herein provided, Sub landlord shall be obligated to repair or restore only those
portions of the Building and the Subleased Premises as existed on the Commencement Date and for
which insurance proceeds are available to pay the costs to repair or restore; the repair and restoration of
Subtenant's special tenant improvements or tenant's personal property shall be the obligation and sole
expense of Subtenant.

15.4 Release. Upon any termination of this Sublease under any of the provisions of
this Article 15, the parties each shall be released from further obligation to the other under this Sublease
for Rent and other claims arising from and after the date of termination. However, termination of this
Sublease shall not relieve either party from any obligation to the other existing prior to the date of
termination, which obligations shall remain in full force and effect.

15.5 Abatement of Rent. In the event of repair, reconstruction or restoration as herein
provided, Base Rent to be paid under this Sublease shall be abated as of the date of damage or destruction
until the completion of the repairs and the restoration, but only to the extent to which Subtenant's use of
the Subleased Premises is materially impaired during the period of such repair, reconstruction or
restoration. If Sublandlord provides Subtenant with other space during the period of repair which is
reasonably suitable for the temporary conduct of Subtenant's operations, the Base Rent shall not be
abated. Subtenant shall not be entitled to any compensation or damages from Sub landlord occasioned by
any such damage, repair, construction or restoration.

15.6 Damage at End of Term. Notwithstanding anything to the contrary contained in
this Article IS, Sub landlord shall have no obligation whatsoever to repair, reconstruct or restore the
Subleased Premises when the damage resulting from any casualty covered under this Article occurs
during the last twelve (12) months of the Term. In the event Sublandlord elects not to repair, reconstruct
or restore the Subleased Premises when the damage resulting from any casualty covered under this Article
occurs during the last twelve (12) months of the term of this Sublease, Subtenant may, by written notice
delivered to Sub landlord within ten (10) days after receipt by Subtenant of Sub landlord's notice of its
election not to repair, reconstruct or restore the Subleased Premises, elect to terminate this Sublease.

16. Eminent Domain.

16.1 Taking. If the Subleased Premises or any material portion of the Subleased
Premises are taken under the power of eminent domain or similar governmental action, either party may
terminate this Sublease effective as of the date possession is required to be surrendered to the condemning
authority.

16.2 Restoration. Upon any taking, if this Sublease is not terminated pursuant to
Section 16.1 above, then Sublandlord promptly shall proceed to restore the Subleased Premises to
substantially their same condition, to the extent reasonably possible, prior to such partial taking. If such
restoration has been completed, thereafter Base Rent shall be abated proportionately based on the
percentage of the rental value of the Subleased Premises after such taking as compared to the rental value
of the Subleased Premises prior to such taking.

16.3 Award. Subtenant shall be entitled to any award which is specifically awarded as
compensation for the taking of Subtenant's personal property and fixtures, including excess tenant
improvements which were installed at Subtenant's expense and for costs of Subtenant moving to a new
location. All other compensation awarded for such taking shall belong to Sublandlord.

17. Defaults and Remedies.
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17.1 Late Charge. Late payment by Subtenant to Sublandlord of Rent or other sums

due will cause Sublandlord to incur costs not contemplated by this Sublease, the exact amount of which is
extremely difficult to ascertain. Such costs include, but are not limited to, processing and accounting
charges, attorneys' charges, late payment charges on a mortgage, and so forth. In the event that Subtenant
shall be in Default for late payment under Section 17.4(a) hereof for more than three (3) days after notice
from Sub landlord, subtenant shall pay to Sub landlord a late charge in an amount equal to ten percent
(10%) of the unpaid Rent for each month that an installment of Rent remains unpaid, which Sublandlord
and Subtenant agree is not a penalty but is a reasonable estimate of the expenses Sublandlord may incur
as a result of such late payment. In the event of any such late payment, in addition to the foregoing late
charge, the amount unpaid shall bear interest at Bank of America's "reference rate" plus three percent
(3%) per annum. Such interest shall be calculated from the date such amount was due and payable until
the same shall have been fully paid.

17.2 No Waiver. No payment by Subtenant or receipt by Sublandlord of a lesser
amount than that due shall be deemed to be other than on account of the amount due, nor shall any
endorsement or statement on any check or any letter accompanying any check or payment be deemed an
accord and satisfaction, and Sublandlord may accept such check or payment without prejudice to
Sub landlord's right to recover the balance or pursue any other remedy provided. If at any time a dispute
shall arise as to any amount or sum of money to be paid by Subtenant to Sublandlord, Subtenant shall
have the right to make payment "under protest" and such payment shall not be regarded as a voluntary
payment, and Subtenant shall have the right to institute suit for recovery of the payment paid under
protest.

17.3 Performance by Sublandlord. If Subtenant fails to perform any other act on its
part to be performed hereunder, Sublandlord may, without waiving or releasing Subtenant from any
obligations of Subtenant, perform such act on behalf of Subtenant. Any costs incurred by Sublandlord in
performing the obligations of Subtenant under this Section 17.3 shall be paid by Subtenant as Additional
Rent within ten (10) days of the date of an invoice for such costs.

17.4 Events of Default. The occurrence of anyone or more of the following events
shall constitute a "Default" hereunder by Subtenant:

(a) The failure by Subtenant to make any payment of Rent, as and when due;

(b) The failure by Subtenant to observe or perform any obligation other than
described in Section 17.4(a) above, to be performed by Subtenant where such failure shall continue for a
period of thirty (30) days after written notice thereof from Sublandlord to Subtenant. Such notice shall be
in lieu of, and not in addition to, any notice required under California Code Of Civil Procedure 1161;
provided that, if the nature of Subtenant's Default is such that it reasonably requires more than thirty (30)
days to cure, then Subtenant shall not be deemed to be in Default if Subtenant shall commence such cure
within said thirty (30) day period and thereafter diligently prosecute the same to completion;

(c)
Code of the United States;

Subtenant files a voluntary petition under any section of the Bankruptcy

(d) Subtenant makes a voluntary assignment for the benefit of creditors;

(e) A receiver, trustee or custodian is appointed to, or does, take title,
possession or control of all, or substantially all, of Subtenant's assets, or any involuntary petition is filed
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against the Subtenant under any chapter of the Bankruptcy Code of the United States, and such petition or
receiver, trustee or custodian is not dismissed within thirty (30) days;

(f) Subtenant's interest in this Sublease is attached, executed upon or
otherwise judicially seized and such action is not released within thirty (30) days of the action;

(g) Subtenant fails to comply fully with all provisions of Article 24, below,
concerning Hazardous Materials; or

(h) Subtenant fails to pay Rent, fails to pay any other monetary obligation
arising under this Sublease, or fails to perform any obligation or duty under the Existing Subleases which
arose prior to the Commencement Date.

Notices given under this Section 17.4 shall specify the alleged Default and shall demand
that Subtenant perform the provisions of this Sublease within the applicable period of time, or quit the
Subleased Premises. No such notice shall be deemed a forfeiture or a termination of this Sublease unless
Sublandlord elects otherwise in such notice.

17.5 Remedies. In the event of a Default by Subtenant, and at any time thereafter,
with or without notice or demand and without limiting Sub landlord in the exercise of any right or remedy
which Sublandlord may have, Sublandlord shall be entitled to terminate Subtenant's right to possession of
the Subleased Premises by any lawful means, in which case this Sublease shall terminate and Subtenant
shall immediately surrender possession of the Subleased Premises to Sub landlord. In such event,
Sublandlord shall have the immediate right to re-enter and remove all persons and property, and such
property may be removed and stored in a public warehouse or elsewhere at the cost of and for the account
of Subtenant, all without service of notice or resort to legal process and without being deemed guilty of
trespass or becoming liable for any loss or damage which may be occasioned thereby. In the event that
Sublandlord shall elect to so terminate this Sublease, then Sub landlord shall be entitled to recover from
Subtenant all damages incurred by Sub landlord by reason of Subtenant's Default, including;

(a) The worth at the time of award of any unpaid Rent which had been
earned at the time of such termination; plus

(b) 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 that portion of such
rental loss which Subtenant proves could have been reasonably avoided; plus

(c) 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 which Subtenant
proves could have been reasonably avoided; plus

(d) Any other amount necessary to compensate Sublandlord for all the
detriment proximately caused by Subtenant's failure to perform its obligations under this Sublease or
which in the ordinary course of things would be likely to result therefrom, including but not limited to the
cost of restoring the Subleased Premises to the condition required under the terms of this Sublease; plus

(e) At Sub landlord's election, such other amounts in addition to or in lieu of
the foregoing as may be permitted from time to time by applicable law.

As used in Sections 17.5(a) and 17.5(b) above, "worth at the time of award" shall be
computed by allowing interest at the rate specified in Section 17.1 above. As used in Section 17.5(c)
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above, the "worth at the time of award" shall be computed by determining the present value of such
amount using the discount rate of the Federal Reserve Bank of San Francisco at the time of award plus
one percentage point.

17.6 Right of Re-Entrv. In the event of a Default by Subtenant, and at any time
thereafter, with or without terminating this sublease, and with or without notice or demand and without
limiting Sublandlord in the exercise of any right or remedy which Sub landlord may have, Sublandlord
shall have the immediate right to re-enter and remove all persons and property, and such property may be
removed and stored in a public warehouse or elsewhere at the cost of and for the account of Subtenant, all
without service of notice or resort to legal process and without being deemed guilty of trespass or
becoming liable for any loss or damage which may be occasioned thereby. No such re-entry shall be
considered or construed to be a forcible entry by Sublandlord. If Sublandlord does not elect to terminate
this Sublease as provided in this Section, then Sub landlord may, from time to time, recover all Rent as it
becomes due under this Sublease pursuant to California Civil Code 1951.4. At any time thereafter,
Sublandlord may elect to terminate this Sublease and to recover damages to which Sublandlord is entitled.

17.7 Proceeds of Reletting. In the event Sub landlord elects to terminate this Sublease
and relet the Subleased Premises, it may execute any new lease in its own name. Subtenant hereunder
shall have no right or authority whatsoever to collect any Rent or other sums from such tenant. The
proceeds of any such reletting shall be applied as follows:

(a) First, to the payment of any indebtedness other than Rent due hereunder
from Subtenant to Sublandlord, including but not limited to storage charges or brokerage commissions
owing from Subtenant to Sublandlord as the result of such reletting;

(b) Second, to the payment of the costs and expenses of reletting the
Subleased Premises, including alterations and repairs which Sublandlord deems reasonably necessary and
advisable, and reasonable attorneys' fees incurred by Sublandlord in connection with the retaking of the
Subleased Premises and such reletting;

hereunder; and
(c) Third, to the payment of Rent and other charges due and unpaid

(d) Fourth, to the payment of future Rent and other damages payable by
Subtenant under this Sublease.

17.8 Remedies Non-exclusive. All rights, options and remedies of Sublandlord
contained in this Sublease shall be construed and held to be nonexclusive and cumulative. Sublandlord
shall have the right to pursue any or all of such remedies or any other remedy or relief which may be
provided by law, whether or not stated in this Sublease. No waiver of any Default of Subtenant hereunder
shall be implied from the acceptance by Sublandlord of any Rent or other payments due hereunder or any
omission by Sub landlord to take any action on account of such Default if such Default persists or is
repeated, and no express waiver shall affect Defaults other than as specified in said waiver.

17.9 No Relief. Termination of this Sublease or Subtenant's right to possession by
Sub landlord shall not relieve Subtenant from any liability to Sub landlord which has theretofore accrued or
shall arise based upon events which occurred prior to the later of (i) the date of Sublease termination, or
(ii) the date possession of Subleased Premises is surrendered to Sub landlord.

17.10 Right to Cure. Sublandlord shall not be in default hereunder unless Sublandlord
fails to perform an obligation required of Sublandlord within a reasonable time, but in no event later than
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thirty (30) days after written notice by Subtenant specifically identifying the obligation Sublandlord has
failed to perform; provided, however, that if the nature of Sublandlord's obligation is such that more than
thirty (30) days are required for performance, then Sub landlord shall not be in default if Sublandlord
commences performance within such-thirty (30) day period and thereafter diligently prosecutes the same
to completion.

17.11 Lender's Right to Cure. In the event of any default on the part of Sub landlord,
Subtenant shall give notice, by registered or certified mail, at any address provided to Subtenant, to any
beneficiary of a deed of trust or mortgagee of a mortgage covering the Building or Subleased Premises
whose address shall have been furnished to Subtenant and Subtenant shall offer such beneficiary or
mortgagee a reasonable opportunity to cure the default, not to exceed Sublandlord's cure period plus
thirty (30) days.

18. Assignment or Subletting.

18.1 Assignment. Except as provided in this Article 18, Subtenant shall not, either
voluntarily or by operation of law, assign, sell, hypothecate or transfer this Sublease or penn it all or any
part of the Subleased Premises to be used or occupied as work space, storage space, mailing privileges,
concession or otherwise by anyone other than Subtenant, Subtenant's members or Subtenant's employees
(all of these events collectively referred to as an "Assignment"), without the prior written consent of
Sublandlord in each instance, which consent may be withheld by Sublandlord in its sole and absolute
discretion. A transfer of more than fifty percent (50%) of the equity ownership of Subtenant during any
two-year period to a party (or to an affiliated group of parties) shall also constitute a prohibited
Assignment; provided, however, this provision shall not be applicable if such transfers occurred on a
public stock exchange. If Sub landlord consents to an Assignment, Subtenant and its successors and
assigns, and any guarantors of Subtenant's obligations under this Sublease, shall not be released from
liability under this Sublease. Subtenant acknowledges that an Assignment must be approved by the City,
as evidenced by formal resolution.

As a condition of Sublandlord's consent to an Assignment, the assignee and Subtenant
shall execute an agreement in favor of Sublandlord and in a form acceptable to Sub landlord, pursuant to
which the assignee shall agree to faithfully perform and assume and be bound by all of the terms,
covenants, conditions, provisions and agreements of this Sublease. As used in this Article 18, the term
"assignee" shall include the person or entity who is the transferee in any form of Assignment, as defined
above. In addition, Subtenant and the assignee shall, upon not less than three (3) days prior written notice
from Sublandlord, execute, acknowledge and deliver to Sublandlord a statement in writing (a) certifying
that this Sublease is unmodified and in full force and effect (or, if modified, stating the nature of such
modification and certifying that this Sublease as so modified is in full force and effect), and the date to
which the Rent and other charges are paid in advance, if any; (b) acknowledging that there are not, to
Subtenant's and the assignee's knowledge, any uncured defaults under this Sublease on the part of
Sublandlord or Subtenant, or specifying such defaults if any are claimed; (c) setting forth the
Commencement Date and Expiration Date; and (d) certifying as to such other matters as Sublandlord may
reasonably request. Any guarantor of this Sublease shall execute a reaffirmation of such guarantee in a
form reasonably acceptable to Sublandlord agreeing to continue to be a guarantor of the terms and
conditions of this Sublease following an Assignment.

18.2 Transfer Premium. As a reasonable condition to Sublandlord's consent to any
Assignment, Subtenant shall pay to Sublandlord fifty percent (50%) of any Transfer Premium, as defined
in subsection 18.2.1, below.
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18.2.1 Definition of Transfer Premium. "Transfer Premium" means all Rent

and other consideration actually received by Subtenant from the assignee (including key money and
bonus money and any payment in excess of fair market value for services rendered by Subtenant to the
assignee, or assets, fixtures, inventory, equipment, or furniture transferred by Subtenant to the assignee in
connection with the Assignment (collectively, the "Assignment Rent"), after deducting:

a. The Rent payable by Subtenant under this Lease (excluding the
Transfer Premium) for the Subleased Premises;

b. Reasonable leasing commissions paid by Subtenant; and,

c. Other reasonable out-of-pocket costs paid by Subtenant
(including attorneys' fees, advertising costs, and expenses of readying the Subleased Premises for
occupancy by the assignee).

"Transfer Costs."
The costs referred to in subparagraphs (a) through (d) are referred to as the

18.2.2 Monthlv Payment of Transfer Premium. Subtenant shall pay the
Transfer Premium to Sublandlord on a monthly basis, as Additional Rent under this Sublease.

18.2.3 Audit of Transfer Premium. Subtenant shall allow Sublandlord to review
and audit Subtenant's books and records for the purpose of verifying Subtenant's calculation of the
Transfer Premium, Assignment Rent, and Transfer Costs.

18.3 . Notice of Proposed Assignment. In the event Subtenant desires Landlord to
review and approve an Assignment, then at least forty-five (45) days, but not more than ninety (90) days,
prior to the date when Subtenant desires the Assignment to be effective (the "Assignment Date"),
Subtenant shall give Sublandlord written notice (the "Assignment Notice") which shall set forth the
name, address and business of the proposed assignee, information (including references) concerning the
business experience, financial reputation and character of the proposed assignee, the Assignment Date,
any ownership or commercial relationship between Subtenant and the proposed assignee or sublessee, and
the consideration paid for the Assignment, and all other material terms and conditions of the proposed
Assignment, all in such detail as Sub landlord shall reasonably require. Additionally, Subtenant shall
furnish to Sublandlord a copy of the audited financial statements for the most recently past fiscal year, as
well as the most recent unaudited quarterly financial statements for both Subtenant and the proposed
assignee.

18.4 Unapproved Transfer Void. Any Assignment not in compliance with the
provisions of this Article 18 shall be void, and shall, at the option of Sublandlord, be a breach of this
Sublease.

18.5 Further Assignment. The consent by Sublandlord to an Assignment shall not
relieve Subtenant or any assignee of this Sublease or sub-sublessee of the Subleased Premises from
obtaining the consent of Sub landlord to any further Assignment or release Subtenant or any assignee or
sub-sublessee of Subtenant from full and primary liability under this Sublease.

18.6 No Waiver. Notwithstanding any Assignment, Subtenant shall remain fully and
primarily liable for the payment of all Rent and other sums due, or to become due, hereunder, and for the
full performance of all other terms, conditions and covenants to be kept and performed by Subtenant
hereunder. The acceptance of Rent or any other sum due hereunder, or the acceptance of performance of
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any other term, covenant or condition hereof, from any other person or entity shall not be deemed to be a
waiver of any of the provisions of this Sublease or a consent to any Assignment of the Subleased
Premises.

18.7 Assignment Fee. The Assignment Notice shall be accompanied by a "Transfer
Fee" in the amount of $1 ,000.00 payable to Sublandlord.

18.8 Sublandlord's Option to Recapture the Space. Despite any other provision of this
Article 18, Sublandlord has the option to recapture the Subleased Premises, by written notice to Subtenant
("Recapture Notice") within ten (10) days after receiving an Assignment Notice from Subtenant. A
timely Recapture Notice terminates this Sublease and Subtenant's obligations regarding the Subleased
Premises for the remaining Term and as of the Assignment Date. The Recapture Notice shall be void,
however, if Subtenant notifies Sublandlord, within ten (10) days after receipt of the Recapture Notice, that
Subtenant withdraws the Assignment Notice. If Sublandlord declines or fails timely to elect to recapture
the Subleased Premises, Sub landlord shall have no further right to the Subleased Premises under this
Section 18.9 unless it becomes available again in connection with any subsequently proposed
Assignment.

19. Bankruptcy. In the event a debtor, trustee or debtor-in-possession under the Bankruptcy
Code, or other person with similar rights, duties and powers under any other law, proposes to cure any
Default of Subtenant under this Sublease or to assume or assign this Sublease and is obliged to provide
adequate assurance to Sublandlord that (i) a Default will be cured, (ii) Sublandlord will be compensated
for its damages arising from any breach of this Sublease, or (iii) future performance under this Sublease
will occur, then adequate assurance shall include any or all of the following, as determined by
Sub landlord:

a. Those acts specified in the Bankruptcy Code or other laws as included within the
meaning of adequate assurance, even if this Sublease does not concern a facility described in such laws;

b. A prompt cash payment to compensate Sub landlord for any monetary Defaults or
damages arising from a breach of this Sublease;

c. A cash deposit in an amount at least equal to the Security Deposit, if any,
originally required at time of execution of this Sublease;

d. The creditworthiness and desirability, as a tenant, of the person assuming this
Sublease or receiving an assignment of this Sublease, at least equal to Sub landlord's customary and usual
creditworthiness requirements and desirability standards in effect at the time of the assumption or
assignment; and

e. The assumption or assignment of all of Subtenant's interest and obligations under
this Sublease.

20. Subordination and Attornment.

20.1 Subordination. This Sublease shall be subject and subordinate to the lien of any
mortgage, deed of trust or lease in which Sub landlord is tenant, now or hereafter in force against the
Subleased Premises, and to all advances made or hereafter to be made upon the security thereof without
the necessity of the execution and delivery of any further instruments on the part of Subtenant to
effectuate such subordination; provided, however, that for the lien of any mortgage, deed of trust or lease
executed by Sub landlord after the date of this Sublease to be subordinate to this Sublease, the holder of
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any such mortgage, deed of trust or lease shall execute, acknowledge and deliver to Subtenant a non-
disturbance agreement providing that so long as Subtenant performs all of its obligations under the
Sublease, Subtenant's quiet enjoyment and use of the Subleased Premises shall not be disturbed.

20.2 Additional Instruments. Notwithstanding the foregoing, Subtenant shall execute
and deliver upon demand a subordination agreement in the form attached as Exhibit C or such further
instrument or instruments evidencing such subordination of the Sublease to the lien of any such
mortgages, deeds of trust or leases in which Sublandlord is tenant as may be required by Sub landlord.
However, if any such mortgagee, beneficiary or landlord under a lease wherein Sublandlord is tenant so
elects, this Sublease shall be deemed prior in lien to any such lease, mortgage or deed of trust upon or
including the Subleased Premises, regardless of date, and Subtenant shall execute a statement in writing
to such effect at Sub landlord ' s request.

. 20.3 Attomment. In the event any proceedings are brought for foreclosure, or in the
event of the exercise of the power of sale under any mortgage or deed of trust covering the Subleased
Premises, Subtenant shall, at the election of purchaser at such foreclosure or sale, attom to such purchaser
and recognize such purchaser at the Sub landlord under this Sublease.

20.4 Amendment. If Sub landlord obtains a loan commitment from a lender for the
financing or refinancing of the Subleased Premises, and said loan commitment requires some
amendments to this Sublease, then Subtenant shall cooperate with Sub landlord in executing said
amendments, so long as the amendments do not materially adversely affect any of the material rights or
obligations of Subtenant under this Sublease.

21. Surrender.

21.1 No Release. No surrender of possession of any part of the Subleased Premises
shall release Subtenant from any of its obligations hereunder unless accepted by Sublandlord.

21.2 Assignment. The voluntary or other surrender of this Sublease by Subtenant
shall not work a merger, unless Sub landlord consents, and shall, at the option of Sublandlord, operate as
an assignment to it of any or all subleases or subtenancies.

21.3 No Merger. The voluntary or other surrender of any ground or underlying lease
that now exists or may hereafter be executed affecting the Building or Subleased Premises or a mutual
cancellation thereof or of Sub landlord's interest therein, shall not work a merger and shall, at the option of .
the successor of Sub landlord's interest in the Building or Subleased Premises, operate as an assignment of
this Sublease.

22. Holding Over.

22.1 Holding Over with Consent. If Subtenant remains in possession of all or any part
of the Subleased Premises after the expiration or earlier termination of this Sublease, with Sublandlord's
prior written consent, Subtenant shall be deemed a month-to-month tenant upon the date of such
expiration or earlier termination and, in such case, Subtenant shall continue to pay the Base Rent (as
adjusted from time to time as set forth in this Sublease), Common Area Expenses, and any other amount
of Rent due Sub landlord pursuant to the terms of this Sublease, and such month-to-month tenancy shall
be subject to every other term, covenant and agreement contained herein.

22.2 Holding Over without Consent. If Subtenant remains in possession of the
Subleased Premises after the expiration or earlier termination of the Term hereof without the express
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written consent of Sublandlord, Subtenant shall become a tenant at sufferance upon all the terms of this
Sublease applicable to a tenant at sufferance, except that the monthly installments of Base Rent shall be
equal to one hundred fifty percent (150%) of the monthly installment of the Base Rent in effect during the
immediately preceding thirty (30) days.

22.3 No Renewal. Acceptance by Sublandlord of Rent after such expiration or earlier
termination of this Sublease shall not result in a renewal or reinstatement of this Sublease.

22.4
affectSublandlord's
provided by law.

No Waiver. The foregoing provisions of this Article are in addition to and do not
right to re-entry or any other rights of Sub landlord hereunder or as otherwise

23. Taxes on Subtenant's Property.

23.1 Pavment of Taxes. Subtenant shall pay not less than ten (10) days before
delinquency, all taxes levied against any personal property or trade fixtures in or about the Subleased
Premises.

23.2 Advance by Sublandlord. If any such taxes on Subtenant's personal property or
trade fixtures are levied against Sub landlord or Sub landlord's property or, if the assessed valuation of the
Building is increased by the inclusion therein of a value attributable to Subtenant's personal property or
trade fixtures, and if Sublandlord, after written notice to Subtenant, elects to pay the taxes based upon
such increase in assessed value, then Subtenant shall, upon demand, repay to Sublandlord the taxes so
levied against Sub landlord.

24. Hazardous Materials.

24.1 Prohibition/Compliance. Subtenant, at its sole cost, shall comply with all federal,
state and local laws, statutes, ordinances, codes, regulations and orders relating to the receiving, handling,
use, storage, accumulation, transportation, generation, spillage, migration, discharge, release and disposal
of any Hazardous Material as defined in this Article 24 in or about the Subleased Premises or the
Building. Subtenant shall not cause or permit any Hazardous Material (as defined below) to be brought
upon, kept or used in or about the Subleased Premises by Subtenant, its agents, employees, contractors or
invitees in a manner or for a purpose prohibited by any federal, state or local law, rule or regulation. The
disposal of Hazardous Material shall be in approved containers and removed from the Subleased Premises
by duly licensed carriers. Subtenant shall immediately provide Sublandlord with telephonic notice, which
shall promptly be confirmed by written notice, of any and all spillage, discharge, release and disposal of
Hazardous Materials onto or within the Subleased Premises or the Building, which by law must be
reported to any federal, state or local agency, and any injuries or damages resulting directly or indirectly
therefrom. A failure of Subtenant to give to Sublandlord the notices required in this Section 24.1 shall
constitute a Default under this Sublease. Further, Subtenant shall deliver to Sublandlord each and every
notice or order received from any federal, state or local agency concerning Hazardous Materials and the
possession, use and/or disposal thereof promptly upon receipt of each such notice or order. Subtenant
shall be responsible for and shall indemnify, protect, defend, and hold harmless Sublandlord and its
agents, employees, representatives, directors and officers from any and all claims, costs, penalties, fines,
liability and losses, including without limitation, (i) temporary or permanent diminution in value of the
Subleased Premises or the Building, (ii) damages for the temporary or permanent loss of restriction on use
of rentable or usable space or of any amenity of the Subleased Premises or the Building, and (iii) sums
paid in settlement of claims, consultant fees and expert fees, liabilities, attorneys' fees, damages, injuries,
causes of action, judgments and expenses, which arise during or after the Term of this Sublease and
which (a) result from Subtenant's use and occupancy of the Subleased Premises, or (b) result from
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Subtenant's receiving, handling, use, storage, accumulation, transportation, generation, spillage,
migration, discharge, release or disposal of Hazardous Materials in, upon or about the Subleased Premises
or the Building. The indemnifications of Sublandlord and indemnities by Subtenant above include, to the
extent Subtenant is responsible for such costs and expenses under the provisions above, without limiting
the generalities thereof, reasonable costs incurred in connection with any investigation of site conditions
or any cleanup, remedial, removal or restoration work lawfully required by any federal, state or local
governmental agency or political subdivision because of any Hazardous Materials present in the soil,
subsoil, ground water, or elsewhere at, on or under the Subleased Premises or the Building.

24.2 Termination of Sublease. Notwithstanding the provisions of this Article 24,
Sublandlord shall have the right to terminate the Sublease in the event that (i) Subtenant uses the
Subleased Premises for the generation, storage, use, treatment or disposal of Hazardous Material in a
manner or for a purpose prohibited by applicable law (unless Subtenant is diligently pursuing compliance
therewith), (ii) Subtenant has been required by any governmental authority to take remedial action in
connection with Hazardous Material contaminating the Subleased Premises or the Building if the
contamination resulted from Subtenant's action or use of the Subleased Premises and such remedial action
has a material adverse effect on Sub landlord, the Subleased Premises or the Building, or (iii) Subtenant is
subject to an enforcement order issued by any governmental authority in connection with the use, disposal
or storage of a Hazardous Material on the Subleased Premises and such enforcement order has a material
adverse effect on Sub landlord, the Subleased Premises or the Building. Each of the foregoing events shall
be deemed to be a material Default by Subtenant under this Sublease.

24.3 Assignment. Notwithstanding the provisions of Article 18 above, if (i) any
anticipated use of the Subleased Premises by any proposed assignee involves the generation or storage,
use, treatment or disposal of Hazardous Material in any manner or for a purpose prohibited hereunder or
by any applicable law, (ii) the proposed assignee has been required by any governmental authority to take
remedial action in connection with a Hazardous Material if the contamination resulted from such party's
action or use of the property in question and has failed to take such action, or (iii) the proposed assignee is
subject to an enforcement order issued by any governmental authority in connection with the use, disposal
or storage of a Hazardous Material of a type such proposed assignee intends to use in, on or at the
Subleased Premises and the proposed assignee has failed to fully comply with such enforcement order, it
shall not be unreasonable for Sublandlord to withhold its consent to an Assignment.

24.4 Sublandlord's Right to Perform Tests.

24.4.1 At any time prior to the expiration of the Term of this Sublease,
Sub landlord shall have the right to enter upon the Subleased Premises at all reasonable times, and at
reasonable intervals, upon forty-eight (48) hours prior notice, and accompanied by an authorized
representative of Subtenant, if Subtenant so elects, in order to conduct appropriate tests to determine
whether contamination in excess of permissible levels has occurred as a result of Subtenant's use of the
Subleased Premises. Sublandlord shall deliver to Subtenant written notice of the results of such tests.
Subtenant shall pay the reasonable costs of any test conducted pursuant to this Section which
demonstrates that contamination in excess of legally permissible levels has occurred and such
contamination was caused by Subtenant's use of the Subleased Premises. Additionally, Subtenant shall
pay for all costs necessary to clean up or remedy any contamination caused by Subtenant's use of the
Subleased Premises.

24.4.2 Upon the expiration or upon any early termination of this Sublease,
Subtenant shall furnish to Sublandlord, at Subtenant's sole cost, a report and certification from a qualified
environmental engineer, verifying that the Subleased Premises are free from any Hazardous Materials or
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contamination in excess of legally permissible levels. If said report indicates that there are any
impermissible levels of Hazardous Materials on the Subleased Premises, then Subtenant shall pay for all
costs necessary to clean up and remedy said impermissible levels of Hazardous Materials; and Subtenant
shall also continue to pay Rent for the Subleased Premises until such time as the impermissible levels of
Hazardous Materials are cleaned up and remedied.

24.5 Survival of Subtenant's Obligations. Subtenant's obligations under this Article
24 shall survive the termination of this Sublease. During any period of time employed by Subtenant after
the termination of this Sublease to complete the removal from the Subleased Premises or the Building of
any such Hazardous Materials, Subtenant shall continue to pay the full Rent in accordance with this
Sublease.

24.6 Definition of "Hazardous Material". As used herein, the term "Hazardous
Material" means any hazardous or toxic substance, material or waste which is or becomes regulated by
any local governmental authority, the State of California or the United States of America. The term
"Hazardous Materials" shall also mean toxic or hazardous substances, including without limitation,
asbestos or any substance containing asbestos and deemed hazardous under any Hazardous Material Law
(defined below), the group of organic compounds known as polychlorinated biphenyls, flammable
explosives, radioactive materials, chemicals known to cause cancer or reproductive toxicity, pollutants,
effluents, contaminants, emissions or related materials and any items included in the definition of
hazardous or toxic waste, materials or substances under any law relating to environmental conditions and
industrial hygiene, including without limitation, the Resource Conservation and Recovery Act of 1976
("RCRA"), 42 U.S.C. § 6901 et seq.; the Comprehensive Environmental Response, Compensation and
Liability Act of 1980 ("CERCLA"), 42 U.S.c. §§ 9601 - 9657, as amended by the Superfund
Amendments and Reauthorization Act of 1986 ("SARA"); the Hazardous Materials Transportation Act,
49 U.S.C. § 6901, ~ ~., the Federal Water Pollution Control Act, 33 U.S.C. §§ 1251 et ~.; the Clean
Air Act, 42 U.S.c. §§ 741 ~ ~., the Clean Water Act, 33 U.S.c. § 7401, ~ ~.; the Toxic Substances
Control Act, 15 U.S.C. §§ 2601 -2629; the Safe Drinking Water Act, 42 U.S.C. §§ 300f - 300j; the
Carpenter-Presley-Tanner Hazardous Substances Account Act; the Hazardous Waste Control Act; the
Porter-Cologne Water Quality Control Act; and all similar federal, state and local environmental statutes,
ordinances, and the regulations, orders, decrees now or hereafter promulgated thereunder (collectively the
"Hazardous Material Laws").

24.7. Article Binding on Parties Related to Subtenant. For the purposes of this Article
24, the term "Subtenant" shall include Subtenant and its shareholders, members, partners, directors,
officers, agents, employees, invitees, sub-subtenants, assigns, and guests, as well as their successors and
assigns.

25. Miscellaneous.

25.1 Terms and Headings. Where applicable in this Sublease, the singular includes
the plural and the masculine or neuter includes the masculine, feminine and neuter. The headings used in
this Sublease are not a part hereof and shall have no effect upon the construction or interpretation of any
part hereof.

25.2 Examination of Sublease. Submission of this Sublease for examination or
signature by Subtenant does not constitute a reservation of, or option for, sublease, nor is it effective as a
sublease or otherwise until execution by, and delivery to, both Sub landlord and Subtenant.

25.3 Time. Time is of the essence with respect to the performance of every provision
of this Sublease in which item of performance is a factor.
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25.4 Covenants and Conditions. Each provision of this Sublease performable by

Sub landlord or Subtenant shall be deemed both a covenant and a condition.

25.5 Consents. Whenever consent or approval of either party is required, that party
shall not unreasonably withhold such consent or approval, except as may be expressly set forth to the
contrary.

25.6 Entire AlITeement. This Sublease (together with its exhibits and a First
Addendum) and the Master Lease are intended by the parties as a final expression of their agreement with
respect to the terms as are included herein, and all prior agreements, understandings, representations and
statements, oral or written, are merged herein, excepting only for written agreements signed
contemporaneously with or after the signing of this Sublease.

25.7 Severability. Any provision of this Sublease which shall be deemed or prove to
be invalid, void or illegal shall in no way affect, impair or invalidate any other provision hereof, and all
such other provisions shall remain in full force and effect.

25.8 Independent Counsel. Subtenant and Sublandlord each acknowledge that:
(i) they have had' the opportunity to be represented by independent counsel in connection with this
Sublease; and (ii) this Sublease is the result of negotiations between Sublandlord and Subtenant and the
advice and assistance of their respective counsel. The fact that this Sublease was prepared by
Sublandlord's counsel as a matter of convenience shall have no impact or significance. Any uncertainty
or ambiguity in this Sublease shall not be construed against Sublandlord because Sublandlord's counsel
prepared this Sublease in its final form.

25.9 Inurement. Each of the covenants, conditions and agreements herein contained
shall inure to the benefit of and shall apply to and be binding upon the parties hereto and their respective
heirs, legatees, devisees, executors, administrators, successors, assigns, sublessees or any person who may
come into possession of said Subleased Premises or any part thereof in any manner whatsoever. Nothing
contained in this Section 25.9 shall in any way alter the provisions against Assignment provided in this
Sublease.

25.10 Force Majeure. If Sublandlord cannot perform any of its obligations hereunder
due to events beyond Sub landlord's control, the time provided for performing such obligations shall be
extended by a period of time equal to the duration of such events. Events beyond Sub landlord's control
include, but are not limited to, acts of God, war, civil commotion, labor disputes, strikes, fire, flood or
other casualty, shortages of labor or material, government regulation or restriction and weather
conditions.

25.11 Notices. Any notice, consent, demand, bill, statement or other communication
required or permitted to be given hereunder shall be in writing and shall be deemed duly delivered upon
personal delivery, or as of the second business day after mailing by United States mail, postage prepaid,
return receipt requested, or upon the next business day if delivered by overnight courier or similar
overnight delivery system, addressed to Subtenant at the Subleased Premises or to Subtenant or
Sub landlord at the following address:

For Rent Payment and Notices to Sublandlord:

Driscoll Mission Bay
Attn: Ms. Mary-Carol Driscoll
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1500 Quivira Way
San Diego, California 92109

For Notices to Subtenant:

AA Marine, Inc.
Attn: Bob Aronson
957 Maryland Drive
Vista, CA 92083

Either party may, by notice to the other pursuant to this Section, specify additional or
different addresses for notice purposes.

25.12 Exhibits. All exhibits, addenda, and schedules referred to herein and attached
hereto are a part hereof, and incorporated herein by this reference.

25.13 Waiver and Modification. No provision of this Sublease may be modified,
amended or added to except by an agreement in writing executed by Sub landlord and Subtenant. The
waiver by Sub landlord or Subtenant of any breach of any term, covenant or condition herein contained
shall not be deemed to be a waiver of any subsequent breach of the same or any other term, covenant or
condition herein contained.

25.14 Periods of Time. All periods of time referred to in this Sublease shall include all
Saturdays, Sundays and state or United States holidays, unless the period of time specifies business days,
provided that if the date or last date to perform any act or give any notice with respect to this Sublease
shall fall on a Saturday, Sunday or state or national holiday, such act or notice may be timely performed
or given on the next succeeding day which is not a Saturday, Sunday, or state or national holiday.

25.15 Choice of Law. This Sublease shall be construed and enforced in accordance
with the laws of the State of California, and venue for any legal action under this sublease shall be San
Diego County, California.

25.16 Merger. There shall be no merger of the leasehold estate created by this Sublease
with the fee interest in any of the Subleased Premises by reason of the fact that the same person may
acquire or hold or own, directly or indirectly, (a) the leasehold estate created hereby or any part thereof or
interest therein, and (b) the fee estate in any of the Subleased Premises or any part thereof or interest
therein.

25.17 Real Estate Brokers: Finders. Subtenant and Sub landlord each represent to the
other that they have not entered into any agreement or incurred any obligation in connection with this
transaction that might result in the obligation to pay a brokerage commission or finder's fee to any broker,
finder or other person. Each party agrees to defend, indemnify and hold the other party harmless from
and against any liability, damages, claim or demand by any other broker or other person for bringing
about this Sublease who claims to have dealt with such indemnifying party, including any expenses
(including reasonable attorney fees) incurred in defending any such claim or demand.

25.18 Attornevs' Fees. If either party hereto becomes a party to any litigation
concerning this Sublease (including any bankruptcy proceeding), the Subleased Premises, or the Building,
by reason of any act or omission of the other party or its authorized representatives, and not by any act or
omission of the party that becomes a party to that litigation or any act or omission of its authorized
representatives, the party that causes the other party to become involved in the litigation shall be liable to
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that party for reasonable attorneys' fees and court costs incurred by it in the litigation. If either party
hereto commences an action against the other party arising out of or in connection with this Sublease, the
prevailing party shall be entitled to have and recover from the losing party reasonable attorneys' fees and
costs of suit.

25.19 Waiver of Jurv Trial and Counterclaims. The parties hereto shall and do hereby
waive trial by jury in any action, proceeding or counterclaim brought by either of the parties hereto
against the other on any matters whatsoever arising out of or in any way connected with this Sublease, the
relationship of Sublandlord and Subtenant, Subtenant's use or occupancy of the Subleased Premises or
any claim of injury or damage.

25.20 Joint and Several Obligations. If more than one person executes this Sublease as
Subtenant, (a) each of them is jointly and severally liable for the keeping, observing and performing of all
of the terms, covenants, conditions, provisions and agreements of this Sublease to be kept, observed and
performed by Subtenant; and (b) the term "Subtenant" shall mean and include each of them jointly and
severally. The act of, notice from, notice to, refund to or the signature of anyone or more of them, with
respect to this Sublease, including but not limited to any renewal, extension, expiration, termination or
modification of this Sublease, shall be binding upon each and all of the persons executing this Sublease as
Subtenant with the same force and effect as if each and all of them had so acted so given, or received such
notice or refund or so signed.

25.21 Definition of Sublandlord. The term "Sublandlord" as used in this Sublease, so
far as covenants or obligations on the part of Sub landlord are concerned, shall be limited to mean and
include only Sub landlord or the successor-in-interest of Sublandlord under this Sublease at the time in
question. In the event of any transfer, assignment or the conveyance of Sublandlord's title or leasehold,
the Sublandlord herein named (and in case of any subsequent transfers or conveyances, the then grantor)
shall be automatically freed and relieved from and after the date of such transfer, assignment or
conveyance of all liability for the performance of any covenants or obligations contained in this Sublease
thereafter to be performed by Sublandlord and, without further agreement, the transferee of such title or
leasehold shall be deemed to have assumed and agreed to observe and perform any and all obligations of
Sublandlord hereunder during its ownership or ground lease of the Subleased Premises. Sublandlord may
transfer its interest in the Subleased Premises or this Sublease without the consent of Subtenant, and such
transfer, or a subsequent transfer shall not be deemed a violation on the part of Sub landlord or the then
grantor of any of the terms or conditions of this Sublease.

25.22 Limitation of Sublandlord's Liabilitv. If Sublandlord is a limited partnership or
joint venture, the limited partners of such partnership shall not be personally liable and no limited partner
of Sub landlord shall be sued individually or named individually as a party in any suit or action or service
or process be made against any limited partner of Sub landlord. If Sublandlord is a corporation or limited
liability company, the shareholders, members, directors, officers, managers, employees and/or agents of
such corporation shall not be personally liable and no shareholder, member, director, officer, manager,
employee or agent of Sub landlord shall be sued or named as a party in any suit or action or service of
process be made against any shareholder, member, director, officer, manager, employee or agent of
Sub landlord. No limited partner, shareholder, director, employee or agent of Sublandlord shall be
required to answer or otherwise plead to any service of process and no judgment will be taken or writ of
execution levied against any limited partner, shareholder, member, director, officer, manager, employee
or agent of Sub landlord. Each of the covenants and agreements of this Section 25.22 shall be applicable
to any covenant or agreement either expressly contained in this Sublease or imposed by statute or by
common law.
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25.23 Subleased Premises Control bv Sublandlord. Sublandlord reserves full control

over the Building and Subleased Premises to the extent not inconsistent with Subtenant's quiet enjoyment
and use of Subleased Premises. This reservation includes but is not limited to right of Sublandlord to
grant easements and licenses to others, provided any grant of an easement by Sublandlord does not
interfere with Subtenant's quiet enjoyment and use' of the Subleased Premises, except to the extent the
grant of any such easement is approved by Subtenant, required by law, or permitted pursuant to the terms
of this Sublease.

25.24 Quiet Enjovment. So long as Subtenant is not in Default hereunder, Sublandlord
covenants that Sub landlord or anyone acting through or under Sub landlord will not disturb Subtenant's
occupancy of the Subleased Premises, except as permitted by the provisions of this Sublease. In this
regard, however, Subtenant acknowledges that the Subleased Premises are a portion of the Master
Premises described under the Master Lease and that the Master Premises are used for a multitude of
business operations including marine repair, equipment storage, and are adjacent to maintenance areas,
docking, loading and other facilities which can cause nuisances, sounds and odors which may disturb the
quiet enjoyment of Subtenant on the Subleased Premises.

25.25 Quitclaim Deed. Subtenant shall execute and deliver to Sublandlord on the
expiration or termination of this Sublease, immediately upon Sub landlord's request, a quitclaim deed to
the Subleased Premises or other document in recordable form suitable to evidence of record termination
of this Sublease.

25.26 Estoppel Certificate. From time to time as reasonably requested by Sub landlord,
Subtenant shall, within fifteen (IS) days of written notice from Sublandlord, execute, acknowledge, and
deliver to Sublandlord a statement in writing in a form reasonably requested by a proposed lender or
purchaser (i) certifying that this Sublease is unmodified and in full force and effect, (or, if modified,
stating the nature of such modification and certifying that this Sublease as so modified is in full force and
effect) and the dates to which the Rent and other charges are paid in advance, if any, (ii) acknowledging
that there are not, to Subtenant's knowledge, any uncured defaults on the part of Sublandlord hereunder or
specifying such defaults if any are claimed, and (iii) setting forth such further reasonable information with
respect to this Sublease or the Subleased Premises as may be requested thereon. Any such statement may
be relied upon by any prospective purchaser or encumbrance of all or any portion of the Subleased
Premises.

26. Consent of the City of San Diego. This Sublease and the tenancy of Subtenant is
subject to the written consent of the City. If this Sublease is not consented to by the City it shall be void
and of no force or effect.

27. Master Lease. This Sublease shall be, and remain, subject and subordinate to the terms,
covenants, and conditions of the Master Lease, and furthermore, in the event of any conflict or
inconsistency between the Sublease and the Master Lease, the provisions of the Master Lease shall govern
and prevail. If the Master Lease should terminate for any reason, this Sublease shall likewise terminate.
Subtenant and Sub landlord agree that the terms and conditions of the Master Lease are incorporated
herein by reference, and shall, as between Sublandlord and Subtenant, constitute the terms, covenants,
conditions, and provisions of this Sublease, except to the extent that they are inapplicable to, inconsistent
with, or modified by the provisions of this Sublease. Subtenant shall strictly comply with each term and
condition of the Master Lease. Any breach by Subtenant under the Master Lease shall be a deemed
breach under this Sublease.

28. Right To Terminate. Notwithstanding anything in this Sublease to the contrary,
Sub landlord and/or Subtenant shall have the right to terminate this Sublease before expiration of the Term
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by giving written notice of termination to Subtenant and/or Sublandlord not less than thirty (30) days
before the effective date of the termination (the "Termination Date"). The Termination Date shall be
specified in Sublandlord's and/or Subtenant's termination notice. In the event that the Termination Date is
other than the last day of a calendar month, Rent for the partial last month shall be prorated on the basis of
a thirty (30) day month and shall be due and payable on the first day of such month.

IN WITNESS WHEREOF, the parties hereto have executed this Sublease as of the dates set forth
below next to their respective signatures:

Date of execution:

7-/2tf" ,2007
(

Date of execution: Subtenant:

Z/Z-Z-
7

,200~

Its: President
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Master Lease

[to be attached]
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FIRST ADDENDUM TO SUBLEASE

This First Addendum to Sublease ("First Addendum") is made as of March 1,2007 by and between
Driscoll Mission Bay LLC, a California limited liability company ("Sublandlord") and AA Marine
("Subtenant").

Sub landlord and Subtenant entered into that certain sublease ("Sublease") of even date for the
Subleased Premises located in the City of San Diego, California, as more fully described in the Sublease.

Sub landlord and Subtenant agree that notwithstanding anything contained in the Sublease to the
contrary, the provisions set forth below shall be deemed to be a part of the Sublease and shall supercede, to the
extent appropriate, any contrary provision in the Sublease. References in this First Addendum to the term
"Sublease" shall be construed to mean the Sublease as amended and supplemented by this First Addendum. All
capitalized terms used in this First Addendum, unless specifically defined in this First Addendum, shall have the
same meaning attributed to those terms in the Sublease.

AGREEMENT

I. Master Lease. As set forth in Section 27 of the Sublease, Subtenant and Sublandlord agree
that the terms and conditions of the Master Lease are incorporated herein by reference, and shall, as between
Sublandlord and Subtenant, constitute the terms, covenants, conditions, and provisions of this Sublease, except
to the extent that they are inapplicable to, inconsistent with, or modified by the provisions of this Sublease.
Subtenant shall strictly comply with each applicable term and condition ofthe Master Lease. Any breach by
Subtenant of any of the terms and conditions of the Master Lease shall be deemed a breach by Subtenant of the
Sublease. Without limitation, Subtenant specifically acknowledges that it has reviewed and will comply with
the following provisions of the Master Lease:

1.1 Section 14 of the Master Lease states:

"14. NON-DISCRIMINA nON: Lessee agrees not to discriminate
in any manner against any person or persons on account of race,
marital status, sex, religious creed, color, ancestry, national origin,
physical handicap or medical condition in Lessee's use of the
premises, including, but not limited to, the providing of goods
services, facilities, privileges, advantages and accommodations, and
the obtaining and holding of employment."

1.2 Section IV(B)(4) of the Master Lease states:

"4. AFFIR.tYlATIVE ACTION: Lessee agrees to take affirmative
action to improve employment opportunities of minorities and
women. When applicable, Lessee agrees to abide by the Affirmative
Action Program for Lessees as it now exists or is hereafter amended.
A copy ofthe program, effective as of the date of this agreement, is
on file in the Office of the City Clerk as Document No. 746205 and
by this reference is incorporated herein. Minorities are presently
defined as Mexican-American, Black, Filipino, American Indian
and Asian/Oriental. The goal of this program shall be the attainment
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of the employment of minorities and women in all areas of
employment in a total percentage of employment approximately
equal to the total level of minority and women employment as
established by the City for its Afftrmative Action Program each
year.

2. Effectiveness of Sublease. Except as and to the extent modified by this First Addendum, all of
the provisions of the Sublease shall remain in full force and effect.

Date of execution:

'2-/2.r ,2007
I

Sublandlord:
DRISCOLL MISSION BAY LLC,
a California limited liability company

Date of execution:

2- !7=~ ,2007
I

Subtenant:

Its: President
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SECURITY AGREEMENT

THIS SECURITY AGREEMENT ("Agreement") is made at San Diego, California, effective
as of March I ,2007, by and between AA Marine ("Debtor") and DRISCOLL MISSION BAY LLC,
a California limited liability company ("Secured Party") who agree as follows:

I. Grant. Debtor hereby grants to Secured Party an irrevocable security interest inany
and all of the Collateral, as that term is defined below, pursuant to the terms and conditions of this
Agreement. Debtor represents and warrants that Debtor is (and as to any Collateral acquired
hereafter) agrees and warrants that Debtor will at all times be and remain, either the sole owner of or
the sole person in possession of, the Collateral, free from any lien, security interest, or other claim,
excepting only the security interest granted by this Agreement.

2. Attachment. The security interest hereby created shall attach immediately upon
execution of this Agreement by Debtor and shall secure the Debtor's obligations under a sublease
and attached first addendum to sublease of even date (collectively, the "Sublease") in which Driscoll
Mission Bay LLC is the Sublandlord and Debtor is the Subtenant, for that certain subleased premises
("Subleased Premises") located in the City of San Diego, California and more fully described in the
Sublease. The terms and conditions of the Sublease are incorporated in this Agreement by reference.
The Sublease evidences value given by the Secured Party to Debtor and Debtor acknowledges that
this Agreement constitutes a "security agreement" under the provisions of Section 9203 of the
Uniform Commercial Code B Secured Transactions, or any successor statute.

3. Description. As set forth in the Sublease, certain personal property, furniture,
fixtures and equipment are a part of the Subleased Premises leased to Debtor by the Secured Party
and constitutes part of the Collateral secured by this Agreement. For the purposes of this Agreement,
the term "Collateral" shall mean all goods and tangible personal property (including all appliances,
furniture, furnishings, fittings, machinery, fixtures, tools, inventory, materials, supplies, and
equipment) now or hereafter located or installed on or attached or affixed to the Subleased Premises,
or used, necessary for use, or intended for use in connection with or otherwise relating in any way to
the Subleased Premises, including all goods and tangible personal property (including all appliances,
furniture, furnishings, fittings, machinery, fixtures, tools, inventory, materials, supplies, and
equipment) for providing gas, light, heat, water, air-conditioning, ventilation, shade, refrigeration,
laundry, food preparation, food service, dishwashing, garbage disposal, trash removal, fumigation,
pest control, vacuuming, cleaning, window washing, telecommunications, computer, safety, security,
alarm, maintenance, decoration, recreation, entertainment, or other utilities, services, facilities, or
guest, tenant, visitor, or other accommodations of any kind at or for the Subleased Premises.
Collateral shall also include any replacements of Collateral existing at the time of the execution of
this Agreement and any additions after the date of this Agreement to the fixtures, inventory,
equipment and/or other personal property used by the Debtor in the business conducted by the
Debtor at the Subleased Premises.

I
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The tenn "Collateral" also includes all goods, accounts, documents, instruments,

deposit accounts, chattel paper, investment property, letter-of-credit rights, and general intangibles,
as those terms are defined in the California Commercial Code from time to time in effect, now or
hereafter located or installed on or attached or affixed to the Subleased Premises, or used, necessary
for use, or intended for use in connection with or otherwise relating in any way to or deriving from
the Debtor's business.

The term "Collateral" also includes, without limiting any part of the foregoing
description of Collateral, all personal property described in Schedule 1 attached to this Agreement.

4. Proceeds. Debtor also hereby grants and transfers to Secured Party a security interest
in any and all proceeds, as provided in Sections 9203 and 9315 of the California Uniform
Commercial Code, of the Collateral, or any part of the Collateral listed in Schedule 1. Nothing in
this paragraph, however, shall constitute, or be deemed to constitute, a grant of authority to Debtor to
sell, or otherwise dispose of, or encumber the Collateral, or any part of the Collateral, without the
prior written consent of Secured Party.

5. Repair and Replacement of Collateral. Debtor shall maintain the Collateral, and
each part of the Collateral, in good order and repair at Debtor's sole expense. Debtor shall not use
the Collateral, or any part of the Collateral, in any manner resulting, or likely to result, in waste,
damage, destruction, unreasonable deterioration or concealment of the Collateral or in any other
manner other than leasing. Debtor shall keep the Collateral separate and identifiable to the fullest
extent possible. Debtor will promptly replace every part of the Collateral that may become damaged,
destroyed, consumed, worn out, lost, or which becomes obsolete or otherwise unfit for use in the
operation of the business conducted by Subtenant on the Subleased Premises without Secured Party's
consent, except that he will notify Secured Party pursuant to Paragraph 11.3.

6. Disposition of Collateral. Debtor shall not, without the prior written consent of
Secured Party, sell, lease, dispose, transfer, convey, encumber or otherwise hypothecate any of the
Collateral, or any part thereof, without Secured Party's prior written consent. Debtor's attempt to sell,
lease or do any of the above acts shall be deemed an incurable material breach of this Agreement.

7. Financing Statement; Other Documents. Debtor acknowledges that Secured Party
may file a UCC-I financing statement ("Financing Statement") with the California Secretary of
State, which Financing Statement will indicate Secured Party's security interest in the Collateral.
Secured Party may file the Financing Statement without prior notice to Debtor and may file
additional Financing Statements as may be reasonably required to protect and preserve its interest in
the Collateral. Debtor agrees to promptly execute any and all other documents reasonably requested
by Secured Party to perfect and protect Secured Party's security interest in the Collateral created by
this Agreement.

8. PropertY Insurance. Until this Security Agreement is terminated by Secured Party
after Debtor or related parties have performed all obligations secured hereby, Debtor, at Debtor's sole
expense, shall keep the Collateral, and all parts thereof, insured against damage or loss resulting from
any and all risks. Secured Party shall be named as an additional insured on Debtor's insurance policy

2
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and Debtor shall provide a certificate of insurance to Secured Party immediately upon execution of
this Agreement. This certificate of insurance shall provide that the coverage evidenced by the
certificate shall not be canceled or diminished without at least thirty (30) days written notice to
Secured Party.

8.1 If Debtor fails to provide the insurance coverage as required by this Section 8,
in addition to other remedies available to Secured Party, Secured Party may, but is not required to,
obtain such insurance coverage for the Collateral as it deems appropriate and necessary, in its sole
discretion. Debtor shall immediately reimburse Secured Party, upon demand, for all premiums paid
by Secured Party for any insurance obtained by Secured Party pursuant to the provisions of this
Section 8.

9. Taxes and Assessments. Debtor shall pay at its sole expense, as they become due, all
taxes, assessments and liens levied or assessed against the Collateral.

10. Rights. Secured Party, either in person or by agent, shall have the right, at any and all
reasonable times and with twenty-four (24) hours prior notice to Debtor to enter the Subleased
Premises and inspect the Collateral.

Party:
11. Warranties and Representations. Debtor hereby represents and warrants to Secured

11.1 The Collateral is presently located at the Subleased Premises and shall not be
removed from the Subleased Premises without the prior written consent of Secured Party.

11.2 The principal place of business of the Debtor is 1500 Quivira Way, San Diego,
California.

11.3 Debtor has full power and authority to enter into this Agreement.

11.4 Debtor warrants and represents that there is no pending litigation, secured
interest, pledges, judgments, court orders, claims or any other matter which have or will have an
adverse and/or material impact on Debtor's financial worth or ability to conduct its business or
perform all of its obligations under the Sublease.

11.5 Debtor warrants and represents that during the Term of the Sublease, it shall
not, directly or indirectly, involuntarily or voluntarily, allow any of the Collateral to be encumbered
or subject to any monetary lien or claim of another party.

I 1.5 Debtor warrants and represents that Debtor agrees to hold harmless, defend
and indemnify Secured Party from any and all claims, expenses (including attorneys' fees), costs and
liabilities which may arise from or be related to the Collateral, the operation of its business and its
possession of the Subleased Premises. The foregoing shall survive the expiration of the Term or
earlier termination of the Sublease and shall have no limit in scope or duration .

.,

.,)



• •
12. Events of Default. Debtor shall be deemed in default of this Agreement if Debtor

breaches or fails to perform any provision, warranty or representation of this Agreement or the
Sublease.

13. Remedies of Secured Partv. Upon Debtor's default, as defined in Section 12, above,
the Secured Party shall, at its option, have the following, but not exclusive, remedies:

(a) Any and all of the rights and remedies provided in the Uniform Commercial
Code B Secured Transactions and/or any other applicable statute or regulation;

(b) The right to take possession of any or all of the Collateral and enter any
premises where any Collateral is kept, with or without judicial process;

(c) The right to sell or lease in any commercially reasonable manner in one or
more transactions any or all of the Collateral in its then condition and/or following any commercially
reasonable preparation or processing. Sales for cash or on credit to any wholesaler, retailer or user of
the Collateral, or at public auction or private sale, all are commercially reasonable;

(d) The right to require Debtor to assemble any or all of the Collateral and make it
available to Secured Party at the entrance to the location of the Collateral, or any office of Secured
Party in the county where the Collateral is, or should have been located under the terms of this
Agreement;

(e) The right to sell or lease any or all of the Collateral without having it present
at the place of the transaction. Whenever any Collateral is in Secured Party's possession, Secured
Party ~ay use, operate and consume it in any commercially reasonable manner or as it deems
appropriate for paying or performing Debtor's obligations. Secured Party shall have no liability to
the Debtor for any damage to real or personal property which is not Collateral caused by acts or
omissions of Secured Party or its agents done in good faith in the course of removing, storing,
processing, maintaining, preserving, protecting or disposing of any Collateral, nor for any such
damageto Collateral except as a result of Secured Party's failure to sell or lease the Collateral in a
commercially reasonable manner; and/or

(t) The right to use and operate the Collateral as determined by Secured Party.

14. Notices. Any and all notices or other communications required or permitted by this
Agreement or by law to be given to Debtor or Secured Party shall be in writing and shall be
personally delivered or sent by registered or certified mail, return receipt requested. Notices shall be
deemed delivered upon the date of personal delivery or five (5) days after mailing if sent by mail as
provided above.

Secured Party: Driscoll Mission Bay LLC
Attn: Ms. Mary-Carol Driscoll
1500 Quivira Way
San Diego, California 92109

4
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Debtor: AA Marine

c/o Bob Aronson
957 Maryland Drive
Vista, CA 92083

Either party may change its address for the purpose of this paragraph by giving written notice
of such change to the other party in the manner provided in this paragraph.

15. Time of Essence. Time is of the essence as to each provision of this Security
Agreement.

16. Successors. This Security Agreement shall be binding on the heirs, executors,
administrators, successors and permitted assigns of each of the parties hereto. Nothing contained in
this paragraph, however, shall be deemed a consent to the sale, assignment or transfer of the
Collateral or any of the obligations under this Agreement by Debtor.

17. Entire Agreement. This Agreement, the Sublease, and the Financing Statement
constitute the entire agreement between the parties regarding the subject matter hereof and supersede
all prior understandings or agreements, whether oral or written. This Agreement, the Sublease, and
the Financing Statement can only be modified by a writing signed by Debtor and Secured Party.

18. Captions. The captions in this Agreement are for convenience only, and shall not be
used to interpret this Agreement.

19. Controlling Law. This Agreement shall be construed and enforced according to the
laws of the State of California. Time is of the essence.

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

21. Representation. No inference, assumption, or presumption shall be drawn if aparty
or a party's attorney prepared and/or drafted this Agreement; it shall be conclusively presumed that
the parties participated equally in its preparation and/or drafting. Each party acknowledges that it has
consulted independent counsel regarding this Agreement or has waived the right to do so, having
been afforded sufficient opportunity to have this Agreement reviewed by independent counsel.

22. "Herein" /"Hereof'. The use of the term "herein" or "hereof' shall mean and refer
only to this Agreement, and not to any other agreement, document or instrument.

23. Attornevs' Fees. If any party commences litigation or arbitration to enforce or
interpret this Agreement, the prevailing party shall be entitled to recover reasonable attorneys' fees
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and all litigation-related costs (including expert witnesses' fees) incurred in addition to all other
items of recovery permitted by law.

24. Debtor Identification Information: Changes in Name or State of Organization.

24.1 Additional Representations and Warranties. Borrower further represents and
warrants to Secured Party that:

24.1.1 Debtor is a California S Corporation.

24.1.2 The taxpayer identification numbers of the Debtor:

81-0635602

24.1.3 The Collateral is used in the business of the Debtor and does not
include goods used or bought for use by Debtor primarily for personal, family, or household
purposes. The Sublease was entered into by Debtor for business, commercial and/or investment
purposes, and not primarily for personal, family, or household purposes. The Sublease is not a
consumer goods transaction or a consumer transaction.

24.2 Changes in Name or State of Organization. Debtor will make no change to its name,
organizational status or existence, or state of organization without providing Secured Party with at
least thirty (30) days prior written notice of such change.

IN WITNESS WHEREOF, the parties execute this Agreement.

DEBTOR:

AAMarine
a California S Corporation

BY:~~-
Name: Bob Aronson
Title: President

SECURED PARTY:

6



SCHEDULE 1
LIST OF SPECIFIC COLLATERAL

As set forth in Section 3 of the Agreement, the Collateral includes, but is not limited to, the

following specific items of personal property, fixtures, inventory and equipment, this being the same

personal property referred to as "FF&E" in the Sublease.

None
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CONSENT TO SUBLEASE AGREEMENT

TillS CONSENT TO SUBLEASE AGREEMENT. ("Consent") is entered into by and
between THE CITY OF SAN DIEGO, a California municipal corporation ("CITY"),
DRISCOLL MISSION BAY, LLC, a California limited liability company
("DRISCOLL"), and ROBERT D. GORDON, an individual doing business as "Boating
Dynamics" ("GORDON"), to be effective upon execution by CITY (the "Effective
Date") and approval by the San Diego City Attorney, as follows:

RECITALS

A. DRISCOLL is the "LESSEE," by assignment, under that certain PERCENTAGE
LEASE dated March 5, 1979 (as amended by that certain FIRST AMENDMENT
TO LEASE dated June 2, 1986, the "Master Lease"), by and between CITY, as
lessor, and MISSION BAY MARINA, a limited partnership, as lessee, relating to
certain real property ("Master Lease Property") described as Lots 25, 26, 27, and
28 of Quivira Basin, Mission Bay Park, together with the water areas adjacent
thereto, located in San Diego, California, and more particularly described in the
Master Lease, attached hereto as Exhibit A.

B. The Master Lease requires CITY'S consent to any sublease ofthe Master Lease
Property.

C. DRISCOLL and GORDON have executed that certain,SUBLEASE ("Gordon
Sublease") dated July 29,2005, whereby, subject to CITY'S consent, DRISCOLL
subleases to GORDON and GORDON subleases from DRISCOLL a portion of
the Master Lease Property ("Sublease Premises") located in a building on the
Master Lease Property and more fully described in the Gordon Sublease, attached
hereto as Exhibit B.

D. Under the terms of this Consent, CITY will consent to the Gordon Sublease.

FOR VALUABLE CONSIDERATION, the receipt and sufficiency of which is
acknowledged, the parties agree as follows:

1. Subordination. The Gordon Sublease is and shall be subordinate to the Master
Lease. CITY shall not be bound by any term or condition in the Sublease which
in any way conflicts with CITY'S rights or increases CITY'S obligations under
the Master Lease. Any conflict between the Master Lease and the Sublease shall
be construed or resolved in favor of the Master Lease. GORDON acknowledges
and agrees that his rights and obligations as "Subtenant" under the Gordon
Sublease are subject and subordinate to the terms and conditions of this Consent
and the Master Lease.

V IrJJ
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. 2. Master Lease Provisions. Without releasing DRISCOLL of any obligation,

GORDON additionally assumes and shall perform the obligations of "LESSEE"
under the Master Lease as and to the extent such obligations are applicable to the
Sublease Premises or GORDON'S use of any common area within the Master
Lease Property.

3. Use. GORDON'S use shall be for boat and motor repair and shall comply at all
times to the Master Lease.

4. Rent. DRISCOLL shall pay the following to CITY as rent defined under the
Master Lease:

(a) Four percent (4%) of GORDON'S gross income ("gross income" as that
term is defined in the Master Lease) from his boat and motor repair
business; and

(b) Seven percent (7%) of all of GORDON'S rent payments under the Gordon
Sublease;

5. Indemnification. DRISCOLL and GORDON,jointly and severally, shall defend,
indemnify, protect, and hold CITY, its elected officials, officers, representatives,
agents and employees harmless from and against any and all claims asserted or
liability established for damages or injuries to any person or property, including .
without limitation any injury to DRISCOLL'S or GORDON'S officers,
employees, agents, invitees, guests, subtenants or licensees, which arise out of or
are in any manner directly or indirectly connected with the Gordon Sublease,
GORDON'S use of or operations on the Master Lease Property, the condition of
the Sublease Premises, or from any act or omission of GORDON or any of his
employees, agents, invitees, guests, subtenants or licensees; provided, however,
this duty to indemnify and hold harmless shall not include any claims or liability
arising from the established sole negligence, or sole willful misconduct of CITY,
its elected officials, officers, representatives, agents or employees.

6. Subsequent Sublease. This Consent does not constitute consent to any subsequent
subletting of any portion of the Master Lease Property, and does not relieve
DRISCOLL, GORDON, or any person claiming under or through either of them
of the obligation to obtain CITY'S consent to any future sublease.

7. Brokerage Commission. CITY shall not be liable for any brokerage commission
or finder's fee in connection with the consummation of the Gordon Sublease or
this Consent. DRISCOLL and GORDON shall jointly and severally protect,
defend, indemnify, and hold CITY harmless from and against any claim for any
brokerage commission or finder's fee related to the consummation of the Gordon
Sublease or this Consent, and from and against any cost or expense (including
without limitation attorney fees) incurred by CITY in resisting any claim for any
such brokerage commission or finder's fee.

vlhJ
Page 20/'5,'1



• •
8. San Diego's Strong Mayor Form of Governance. The Master Lease shall be

amended by adding the following section:

All references to "City Manager" in this lease and all subsequent
amendments to this lease shall be deemed to refer to "Mayor." This
section became effective on January 1, 2006, and shall remain in effect
for the duration the City operates under the mayor-council (commonly
referred to as "strong mayor") form of governance pursuant to Article
XV of the City of San Diego City Charter.

9. No Further Modification of Master Lease or Sublease. Except as provided herein,
this Consent shall not be deemed or construed to modify, waive, impair, or affect
any of the terms or conditions of the Master Lease or the Gordon Sublease.

10. Controlling Law. The terms and conditions of this Consent shall be construed in
accordance with the laws of the State of California.

II. Captions. Captions to the sections of this Consent are included for convenience
only and do not modify any of the terms of this Consent.

12. Entire Agreement. This Consent constitutes the entire statement of the agreement
of the parties pertaining to the amendment of the Master Lease and CITY'S
consent to the Gordon Sublease, and is binding on and inures to the benefit of the
parties' respective heirs, representatives, successors and assigns. No party has
been induced to enter into this Consent by, nor is any party relying on, any
representation or warranty outside those expressly set forth in this Consent. No
modification of the terms or conditions of this Consent shall be effective unless
made in a writing that expressly states that it modifies this Consent, and signed by
the parties hereto.

13. Attorney Fees. If any party commences litigation against any other party for the
specific performance of this Consent, for damages for the breach of the terms and
conditions of this Consent, or otherwise for any remedy and the enforcement
thereof, the prevailing party shall be entitled to recover from the non-prevailing
party its costs and reasonable attorney fees incurred.

14. Notice. Any notice required or permitted to be given to any party hereto shall be
given in accordance with the provisions ofthe Master Lease, and ifto GORDON,
addressed to:

BOATING DYNAMICS
ATTN: R.D. GORDON
1500 QUIVIRA WAY, #4
SAN DIEGO, CA 92109

v,,&J
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15. Authority. Each individual executing this Consent on behalf of another

person or legal entity represents and warrants that he/she is authorized to
execute and deliver this Consent on behalf of such person or entity in
accordance with duly adopted resolutions or other authorizing actions which
are necessary and proper and under such legal entity's articles, charter,
bylaws, or other written rules of conduct or governing agreement, and that this
Consent is binding upon such person or entity in accordance with its terms.
Each person executing this Consent on behalf of another person or legal entity
shall provide CITY with evidence, satisfactory to the City Manager, that such
authority is valid and that such entity is a valid, qualified corporation, limited
liability company, partnership, or other unincorporated association in good
standing in its home state and that such entity is qualified to do business in
California.

16. CITY'S Consent. Subject to the terms and conditions of this Consent, CITY
hereby consents to the Gordon Sublease.

IN WITNESS WHEREOF, the parties hereto execute this Consent to be effective as of
the Effective Date.

Date: 3hz/077 I

Date: 3/J-O/07r I ROBER . GORDON, an individual doing
business as ''Boating Dynamics"

Effective Date: THE CITY OF SAN DIEGO,
A CoIiCo .. iP~

.lamp f. Barwick, CCIM
DiIectw, Real Estate Assets

APPROVED AS TO FORM AND LEGALITY:

Date: ~ MICHAEL 1. AGUIRRE, San Diego City Attorney

BY: __ '--- .-O-_y_"'~...____--
Todd Bradley, Deputy City Att~

~vtP
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SUBLEASE

between

DRISCOLL MISSION BAY LLC,
a California limited liability company,

as Landlord,

•EXHIBIT.B

and

Boating Dynamics,
a sole proprietorship,

as Tenant,

for a portion of
MISSION BAY MARINA

San Diego, California

I
I dated July 29, 2005

Mission Bay Sublease February, 2003
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SUBLEASE

THIS SUBLEASE ("Sublease"), dated for reference purposes only as of July 29, 2005, is
entered into by and between DRISCOLL MISSION BAY LLC, a California limited liability company,
(aSublandlord") and Boating Dynamics, a Sole Proprietorship ("SUbtenant"), with reference to the
following facts:

A. Master Lease. Sublandlord is the successor "Lessee" under that certain Lease dated
March 5, 1979, between the CITY OF SAN DIEGO, a municipal corporation ("City"), as Lessor, and
MISSION BAY MARINA, a California limited partnership, as Lessee, a copy of which is attached hereto
as Exhibit A and incorporated herein by reference (as amended from time to time, the "Master Lease"),
for certain leased premises in Quivira Basin at Mission Bay Park, San Diego, California, commonly
known as "Mission Bay Marina" and more particularly described in the Master Lease (the "Master
Premises").

B. Sublease. Sublandlord desires to sublease to Subtenant that portion of the Master
Premises described on Exhibit B (the "Subleased Premises") and Subtenant desires to sublease the
Subleased Premises from Sublandlord, on the terms and conditions provided in this Sublease. The
Subleased Premises is located in a building ("Building") located on the Master Premises.

NOW, THEREFORE, in consideration of the foregoing and the agreements contained herein,
Sub landlord and Subtenant agree as follows:

1. Sublease. Sub landlord hereby subleases the Subleased Premises to Subtenant, and
Subtenant hires and takes the Subleased Premises from Sub landlord, on the terms 'and conditions set forth
in this Sublease. Sublandlord also grants to Subtenant, subject to the terms of this Sublease and on all the
terms and conditions set forth herein, nonexclusive rights to use the driveways, parking areas and other
common areas of the Master Premises (collectively, the "Common Area").

2. Term.

2.1 Primary Term. The term of this Sublease (the "Term") shall commence on
August I, 2005 (the "Commencement Date") and shall expire at midnight two (2) years thereafter, on
July 31,2007 (the "Expiration Date"), subject to earlier termination as provided in this Sublease.

2.2 Option to Extend. In the event this Sublease is in full force and effect,
Subtenant has the option to extend the initial Term of this Sublease for four (4) extension periods of one
(I) year each. Each one year extension period, if exercised, is referred to in this Sublease as an "Option
Term." Each Option Term shall be subject to all the terms and provisions of this Sublease except for a
change in the Base Rent. In the event that Subtenant elects to exercise its option to extend the initial
Term or any Option Term, Subtenant shall provide written notice (the "Exercise Notice") to Sublandlord
no later than three (3) months prior to the Expiration Date or, if exercised during an Option Term, three
(3) months prior to the end of the then current Option Term. For the purpose of this Section 2.2, the
phrase "in full force and effect" shall mean the following: (i) the Sublease has only been modified by the
written mutual agreement of the parties and not by court order or as a part of a bankruptcy or other
debtor-related procedure or proceeding; (ii) Subtenant has not unilaterally repudiated any terms of the
Sublease; (iii) Subtenant is not then in Default under the Sublease (and will not be in Default on the last
day of the initial Term or any Option Term); and (iv) Sublandlord has not given a notice of a Default to
Subtenant on more than three (3) occasions since the Commencement Date. Subtenant's options to extend
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are personal to Subtenant and cannot be exercised by any other party. Subtenant shall have no rightto
extend the Term or any Option Term except as set forth in this Section 2.2.

2.3 Increase in Base Rent During Option Termfs). The Base Rent for each Option
Term shall be increased by 10 percent (10%) over the Base Rent in effect during the last month of the
initial Term or the then-existing Option Term, as the case may be. Unless the context of the reference
clearly requires a different interpretation, any reference to the word "Term" shall include any Option
Term for which Subtenant has properly exercised its rights to extend as set forth in Section 2.2, above.

3. Rent.

3.1 Base Rent. Subtenant agrees to pay Sublandlord monthly rent ("Base Rent") in
advance according to the following schedule, beginning on the Commencement Date, and continuing on
the first day of every month thereafter, during the initial Term of this Sublease.

Months 1-24 $2,640.00 per month

3.2 Percentage Rent. In addition to Base Rent, Subtenant agrees to pay to
Sub landlord monthly percentage rent ("Percentage Rent") in amounts calculated as set forth below.
Percentage Rent shall be paid on or before the zo" day of each month during the Term based on
Subtenant's Gross Income for the immediately preceding month.

Percentage Rent shall be calculated in the same manner and at the same rates as
set forth in the Master Lease and as adjusted from time to time under the provisions of the Master Lease,
the provisions of whIch relatmg to Percentage Rent are mcorporated herem by reference. For the
purposes of this Sublease, the term "Gross Income" shall have the same meaning as attributed to that
term in the Master Lease, the provisions of which are incorporated herein by reference.

Subtenant acknowledges receipt of a copy of the provisions of the Master
Lease currently in effect dealing with Percentage Rent and Gross Income.

3.3 Additional Rent. In addition to Base Rent and Percentage Rent, Subtenant agrees
to pay to Sublandlord as additional rent ("Additional Rent"), at times specified in this Sublease: (i) the
Common Area Expenses payable as provided in Article 5, and (ii) any other amounts that Subtenant
assumes or agrees to pay under the provisions of this Sublease that are owed to Sub landlord, including,
without limitation, any and ail other sums that may become due by reason of any Default of Subtenant or
Subtenant's failure to comply with the agreements, terms, covenants and conditions of this Sublease to be
performed by Subtenant.

3.4 Increase in Base Rent Resulting from Increase in Percentage Rental under Master
Lease. All Rent (as that term is defined below) received by Sublandlord under this Sublease is included
in "gross income" as that term in defined in the Master Lease. Sublandlord is required to pay percentage
rent to the City under the Master Lease based on Sublandlord's gross income generated by business
conducted on the Master Premises. In the event Master Landlord increases the percentage rent payable
under the Master Lease attributable to Rent paid under this Sublease, the Base Rent under this Sublease
shall be increased by that amount required for Sublandlord to receive the same net Base Rent after the
increase in percentage rent as it received immediately prior to the increase in percentage rent by the City.
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3.5 Rent. Base Rent, Percentage Rent and Additional Rent shall together be referred

to in this Sublease as "Rent." Rent shall be paid to Sublandlord in lawful money of the United States of
America at the office of Sublandlord or to such other person or at such other place as Sublandlord may
from time to time designate in writing. All Rent and other monetary obligations shall _be paid by
Subtenant without notice or demand and without set-off, counterclaim, recoupment, abatement,
suspension, deferment, diminution, deduction, reduction or defense.

3.6 Proration. In the event that Rent commences with respect to the Subleased
Premises on a day other than the first day of a calendar month, Rent shall be prorated with respect thereto
on the basis of a thirty (30) day month and shall be due and payable for such prorated portion of the
month on the date that Rent commences.

4. Security Deposit. On execution of - this Sublease, Subtenant shall deposit with
Sublandlord a cash "Security Deposit" in the amount of Two Thousand Six Hundred Forty Dollars
($2,640.00). The Security Deposit shall be held by Sub landlord as security for the timely and faithful
performance by Subtenant of all of Subtenant's obligations under this Sublease. Sublandlord may apply
all or part of the Security Deposit to any unpaid Rent or other charges due from Subtenant, to cure any
other Subtenant Default(s) after expiration of any applicable cure period, or to clean or repair damages to
the Subleased Premises upon expiration or earlier termination of this Sublease. If Sublandlord uses any
part of the Security Deposit, Subtenant shall restore the Security Deposit to its full amount within ten (10)
days after Sublandlord's written request. No interest shall be paid on the Security Deposit. Sub landlord
shall not be required to keep the Security Deposit separate from its other accounts, and no trust
relationship is created with respect to the Security Deposit. After both (a) the termination of this Sublease
and (b) Subtenant's vacation of the Subleased Premises,Sublandlord, within a reasonable time, shall
refund or credit to Subtenant (or Subtenant's successor) the unused portion of the Security Deposit and
any advance Rent or other advance payments made by Subtenant to Sublandlord after deduction for any
purposes permitted by this Section 4.

5. Common Area Expenses.

5.1 Payment of Subtenant's Share of Common Area Expenses. Each month during
the Term, Subtenant shall pay to Sub landlord, as Additional Rent, one-twelfth (l/12th) of an amount
reasonably estimated by Sublandlord to be Subtenant's Pro Rata Share (as defined below) of the total
annual Common Area Expenses. Subtenant's "Pro Rata Share" is ten per cent 00%), which percentage
has been determined by dividing the approximate rentable square footage of the Subleased Premises by
the total approximate square footage of all of the buildings in the Master Premises. It is understood and
agreed that the square footage figures used to make these calculations may not be strictly calculated
pursuant to BOMA standards and are approximations which Sublandlord and Subtenant agree are
reasonable and shall not be subject to revision. Sublandlord may adjust its estimate of such expenses at
the end of any calendar quarter on the basis of Sublandlord's experience and reasonably anticipated costs.

Following the end of each calendar year (and also after the date of expiration or
sooner termination of this Sublease), Sublandlord shall furnish to Subtenant a statement showing in
reasonable detail the Common Area Expenses during such calendar year (or portion thereof prior to the
expiration or sooner termination of this Sublease). If Subtenant's share of such costs exceeds Subtenant's
payments made during the prior calendar year, Subtenant shall pay Sublandlord the deficiency within
twenty (20) days after receipt of such statement. If Subtenant's payments of Common Area Expenses
during the prior calendar year exceed its actual Pro Rate Share, Subtenant shall be entitled to credit the
excess to its next monthly payment(s) of the Pro-Rata Share until the credit is exhausted.
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5.2 Definition of Common Area Expenses. As used in this Sublease, the term

"Common Area Expenses" shall include, without limitation, all amounts paid by Sublandlord for the
maintenance, repair, replacement, operation and management of the Common Area, together with an
administrative fee equal to ten percent (10%) of all such amounts. In addition to those expenses
specifically mentioned in Sections 9.1, 10.!, 10.2 and 14.1, below, Common Area Expenses shall include,
without limitation, the costs of gardening; landscaping; repaving, resurfacing, and restriping of all parking
areas; maintenance of all walkways and stairways; property management; exterior building painting;
lighting and other utilities; cleaning; common area trash removal; depreciation and replacement of
equipment; insurance on the Cornmon Area; and all real property taxes and/or assessments levied against
the Master Premises.

6. Use.

6.1 Use. Subtenant shall use the Subleased Premises for boat and motor repair, and
shall not use the Subleased Premises, or permit or suffer the Subleased Premises to be used, for any other
purpose without the prior written consent of Sublandlord, which consent may be withheld in
Sublandlord's sole and unfettered discretion.

6.2 Compliance with Law. Subtenant shall use' the Subleased Premises in
compliance with all current or future federal, state and local laws and regulations, and all covenants,
conditions and restrictions applicable to the Master Premises. Subtenant shall not use or occupy the
Subleased Premises in violation of any law, regulation or covenant, condition or restriction applicable to
the Master Premises, or the certificate of occupancy issued for the Building and shall, upon five (5) days
written notice from Sublandlord, discontinue any use of the Subleased Premises which is declared by any
governmental authority having jurisdiction to be a violation of law or of said certificate of occupancy.
Subtenant shall, at its expense, comply with any direction of any governmental authority having
jurisdiction which shall, by reason of the nature. of Subtenant's use or occupancy of the Subleased
Premises, impose any duty upon Subtenant or Sublandlord with respect to the Subleased Premises or with
respect to the use or occupation thereof.

6.3 Insurance Requirements. The insurance to be initially carried by Sublandlord
and Subtenant pursuant to the provisions of Article 14 shall be consistent with the actual use of the
Subleased Premises. Thereafter, if the use of the Subleased Premises changes to another use permitted
under Section 6.1 such insurance shall, to the extent available, be consistent with such changed use.
Subtenant shall not do or permit to be done anything which will invalidate or increase the cost of any fire,
extended coverage or any other insurance policy covering the Master Premises. Subtenant shall comply
with all rules, orders, regulations and requirements of the insurers of the Master Premises. Subtenant
shall promptly, upon demand, reimburse Sublandlord for any additional premium charged for any policy
by reason of Subtenant's failure to comply with the provisions of this Section.

6.4 Key to Subleased Premises. Subtenant shall deliver to Sublandlord all keys to
locks to doors in the Subleased Premises for the purpose of emergency access. Additionally, if requested
by Sublandlord, or required by a government agency, Subtenant agrees to maintain a duplicate set of keys
in a fire department controlled lock box located on the Subleased Premises or at a central location on the
Master Premises as directed by Sublandlord.

6.5 Exterior Changes. Subtenant shall make no changes to the exterior of the
Building without the prior written approval of Sublandlord, which approval may be withheld in
Sublandlord's sole and unfettered discretion. Subtenant acknowledges that all exterior changes are also
subject to written approval of the City.
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6.6 Signs. No sign, advertisement or notice which is visible outside the Subleased

Premises shall be exhibited, painted or affixed by Subtenant or any part of the Subleased Premises, or on
any part of the exterior of the Building, without the prior written consent of Sublandlord, which consent
may-be withheld in Sublandlord's sole and unfettered discretion. All suchsignage shall be in compliance
with applicable laws. Such signs shall be installed at Subtenant's sole cost, and the cost ofremoving such
signs and repairing the Building at the end of the term of the Sublease shall be paid by Subtenant.

6 .7 Load Rating. No equipment weighing in excess of the load per square foot.
which such floor was designed to carry, or which is allowed by law, shall be placed upon the Subleased
Premises.

6.8 Unlawful Purpose. Subtenant shall not allow the Subleased Premises to be used'
for unlawful purposes, nor shall Subtenant cause, maintain or permit any nuisance or waste in or on the
Subleased Premises .

. 7. Common Area.

7.1 Common Area - Definition. The term "Common Area" is defined as all areas and
facilities outside the Subleased Premises and any other sub-tenant's premises and within the exterior
boundary line of the Master Premises that are provided and designated by Sublandlord from time to time
for the general nonexclusive use of Sublandlord, Subtenant and other subtenant(s) and their respective
employees, suppliers, shippers, customers and invitees, including but not limited to common entrances,
corridors, stairways and stairwells, public restrooms, mechanical and electrical rooms, parking areas to
the extent not otherwise prohibited by this Sublease, loading and unloading areas, trash_areas, roadways,
sidewalks, walkways, parkways, ramps, driveways, landscaped areas and decorative walls. Sublandlord
shall have the right to exclude any portion of the Building and Master Premises other than the Subleased
Premises from the Common Area under this Sublease.

7.2 Common Area - Rules and Regulations. Subtenant agrees to abide by and conform to the
rules and regulations adopted by Sublandlord from time to time with respect to the Building and Common
Area, and to cause its employees, suppliers, shippers, customers, and invitees to so abide and conform.
Sublandlord or such other person(s) as Sublandlord may appoint shall have the exclusive control and
management of the Common Area and shall have the right, from time to time, to modify, amend and
enforce said rules and regulations. Sub landlord shall not be responsible to Subtenant for the non-
compliance with said rules and regulations by other subtenants of the Master Premises, their agents,
employees and invitees.

7.3 Common Area - Changes. Sublandlord shall have the right, in Sub landlord's sole
discretion, from time to time:

(a) To make changes to the interior and exterior of the Building and to the
Common Area, including, without limitation, changes in the location of structures in Common Area,
construction of additional buildings and other structures in the Common Area and changes to the size,
shape, and appearance of the Common Area, including but not limited to the driveways, entrances,
parking spaces, parking areas, loading and unloading areas, ingress, egress, direction of traffic, decorative
walls, landscaped areas and walkways; provided, however, Sublandlord shall at all times provide the
parking facilities required under this Sublease.

(b) To close temporarily any of the Common Area for maintenance and
repair and replacement purposes so long as reasonable access to the Subleased Premises remains
available;
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(c) To add additional improvements to the Common Area;

(d) To use the Common Area while engaged in making additional
improvements, repairs or alterations to the Master Premises, or any portion thereof; and,

(e) To do and perform such other acts and make such other changes in, to or
with respect to the Common Area and Sublandlord may, in the exercise of sound business judgment,
deem to be appropriate. .

7.4 Parking. Subtenant shall be entitled to the nonexclusive use of the vehicle
parking spaces, on an unreserved and unassigned basis, on those portions of the Common Area designated
by Sub landlord for parking purposes from time to time. Subtenant shall not use more parking spaces than
allotted to Subtenant hereunder. Said parking-spaces shall be used only for parking by vehicles no larger
than full size passenger automobiles or pickup trucks. Subtenant shall not permit or allow any vehicles
that belong to or that are controlled by Subtenant or Subtenant's employees, suppliers, shippers, customers
or invitees to be loaded, unloaded or parked in areas other than those designated by Sub landlord for such
activities. If Subtenant permits or allows any such activities other than in the spaces designated for the
same, then Sub landlord shall have the right, without notice, and in addition to such other rights and
remedies that it might have under this Sublease or at law, to remove or tow away the vehicle involved and
charge the cost thereof to Subtenant, which cost shall be immediately payable upon demand by
Sub landlord as Additional Rent.

8. Condition of Subleased Premises.

8.1 No Representation. Subtenant acknowledges that neither Sub1andlord nor any
agentof Sublandlord has made any representations or warranties, express or implied with respect to (i)
the condition of the Subleased Premises, the Building or the Master Premises, (ii) the suitability of the
Subleased Premises for Subtenant's purposes (iii) the location, use, design, merchantability, fitness for use
for a particular purpose, condition or durability of the Subleased Premises or the Building, (iv) the
prospect or ability to make a profit in the operation of a business in the Subleased Premises, (v) the
existence of Hazardous Materials (as defined in Section 24.6) in, on or adjoining the Building or the
Master Premises, (vi) the quality of the material or workmanship in the Building or the Subleased
Premises, (vii) the future use or uses of the Building or the Master Premises, and/or (vii) the continuation
of any current business or the prospect for new or additional businesses in the Building, in the Master
Premises, or on properties adjacent to or near the Master Premises. All risks incidental to the condition
and use of the Subleased Premises shall be borne by Subtenant. Except as expressly provided in this
Sublease, IN THE EVENT OF ANY DEFECT OR DEFICIENCY OF ANY NATURE IN THE
SUBLEASED PREMISES OR ANY FIXTURE OR OTHER ITEM CONSTITUTING A
PORTION THEREOF, WHETHER PATENT OR LATENT, LANDLORD SHALL NOT HAVE
ANY RESPONSmILITY OR LIABILITY WITH RESPECT THERETO.

SUBTENANT AGREES THAT IT IS TAKING THE SUBLEASED
PREMISES IN AN "AS-IS, WHERE-IS" CONDmON WITH ALL FAULTS AND WITH
ABSOLUTELY NO REPRESENTATIONS AND WARRANTIES.

8.2 Walk-Through Inspection. Subtenant acknowledges and agrees that at or before
the signing of this Sublease, he inspected the Subleased Premises and, as set forth in Section 8.1, above,
accepted the Subleased Premises in their then existing condition. On or before the Commencement Date,
Sublandlord and Subtenant shall conduct a walk-through inspection of the Premises and prepare a list of
those items relating to the Subleased Premises which are not then in substantially the same condition as

Mission Bay Sublease 6 February, 2003



• •
existed at the time of the signing of the Sublease. The taking of possession of the Subleased Premises by
Subtenant shall establish conclusively that the Subleased Premises existed on the Commencement Date in
substantially the same condition as of the date of the signing of the Sublease, except for list items set forth
in this list. Sub landlord .shall promptly perform such maintenance and repairs as are required to bring the
items on the list to a condition substantially the same as existed at the time of the signing of the Sublease.

9. Utilities and Services.

9. I Utilities Provided. Sublandlord shall furnish to the Subleased Premises
reasonable quantities of water, sewer, gas, electricity and trash removal as required for Subtenant's use.
The cost of these utilities shall be Common Area Expenses.

9.2 Utilities and Services Not Provided. Subtenant shall arrange, and pay the
supplier directly, for all telephone and (except as provided in Section 9.1) all other utilities and services
supplied to the Subleased Premises, together with any connection charges and taxes thereon.

9.3 No Liabilitv. Sublandlord shall not be liable for, nor shall any eviction of
Subtenant result from, the failure of any such utility or service to be furnished to the Subleased Premises,
whether such failure is caused by accident, breakage, repairs, strikes, lockouts or other labor disturbances
or labor disputes of any character, governmental regulation, moratorium or other governmental action. In
the event of such failure, Subtenant shall not be entitled to any abatement or reduction of Rent, nor shall
Subtenant be relieved from the operation of any covenant or agreement of this Sublease.

consent of Sublandlord, use any deVIce in the Subleased PremIses, mcludmg WIthout llimtatIon specIal
equipment or machines, which will in any way unreasonably increase the amount of electricity or water
used in or other services provided to the Subleased Premises over that provided to the Subleased
Premises at the Commencement Date. Subtenant shall pay to Sublandlord as Additional Rent an amount
equal to all costs incurred by Sublandlord to provide such excess services and utilities, which payment
shall be made by Subtenant within thirty (30) days of the date of the invoice for these costs.

9.4 No Increase in Requirements. Subtenant shall not, without the prior written

10. Repairs and Maintenance.

10.1 Common Area. Sublandlord shall maintain the Common Area in good condition,
ordinary wear and tear excepted. The costs for said repair and maintenance shall be a Common Area
Expense.

10.2 Structural and Mechanical Elements. Sublandlord shall repair and maintain the
exterior of the Building, the Building's foundation, the Building's mechanical elements (i.e., the heating,
ventilating, and air-conditioning systems servicing the Subleased Premises, and the unexposed electrical,
plumbing, and sewage systems), the structural components of the exterior walls and the structural
components of the roof of the Building. The costs for repair and maintenance of these elements shall be a
Common Area Expense.

10.3 Subtenant's Maintenance Obligations. Except for Sublandlord's obligations
pursuant to Section 10.2 above, Subtenant shall, at Subtenant's sole cost and expense, keep the Subleased
Premises and every part of the Subleased Premises in good order, condition and repair, and in compliance
with all applicable laws, ordinary wear and tear excepted and regardless of the condition of the Subleased
Premises on the Commencement Date (except for Sublandlord's obligations to repair under Section 8.2,
above, if any). Subtenant shall, upon the expiration or sooner termination of the Term, surrender the
Subleased Premises to Sub landlord in good order, condition and repair and in compliance with all
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applicable laws. Subtenant's obligations shall include restorations, replacements or renewals, including
capital expenditures for restorations, replacements or renewals which will have a useful life beyond the
expiration of the Term, when necessary to keep the Subleased Premises and all improvements thereon or
a part thereof in good order, condition and repair and in compliance with all applicable laws. Except as
expressly set forth in this Sublease, it is intended by the parties hereto that Sublandlord shall have no
obligation, in any manner whatsoever, to repair or maintain the Subleased Premises, including the
improvements or equipment located therein, whether structural or nonstructural, all of which obligations
are intended to be the sole expense of Subtenant, whether or not such repairs, maintenance or restoration
shall have a useful life extending beyond the expiration of the Term. Subtenant shall further be
responsible for the cost of all alterations and/or repairs to the Subleased Premises required to bring the
Subleased Premises into compliance with any law, ordinance or regulation, including, without limitation,
the Americans with Disabilities Act. Any such repairs and alterations shall become the property of
Sublandlord upon the expiration or earlier termination of this Sublease.

10.4 No Liability. Sublandlord shall not be liable for any failure to make any repairs
or to perform any maintenance which is an obligation of Sub landlord unless such failure shall persist for
an unreasonable time after written notice of the need of such repairs or maintenance is given to
SublandIord by Subtenant. There shall be no abatement of Rent and no liability of Sub landlord by reason
of any injury to or interference with Subtenant's operations arising from the making of any repairs,
alterations or improvements in or to any portion of the Building or the Subleased Premises or in or to
fixtures, appurtenances and equipment therein unless such injury or interference is unreasonable.
Subtenant waives any rights under. Sections 194 I and 1942 of the California CNIL CODE or under any
law, statute or ordinance now or hereafter in effect to make repairs at SublandIord's expense.

10.5 Damage or Destruction. NotwithStanClirig any of the foregomg, m the event of
fire, earthquake, flood, war or similar cause of damage or destruction, this Article 10 shall not be
applicable and the provisions of Article 15 entitled "Damage or Destruction" shall apply and control.

1I. Alterations.

11.1 No Alterations. Without Sublandlord's prior written consent, which consent
shall not be unreasonably withheld, Subtenant shall make no alterations, additions or improvements illor
to the Subleased Premises. All such alterations, additions or improvements shall be made only by
licensed and qualified contractors or mechanics. Subtenant's contractor for performing any alterations,
additions or improvements shall be subject to Sublandlord's reasonable approval and shall maintain
appropriate insurance as reasonably required and approved by Sub landlord. Subtenant acknowledges that
any such alterations and repairs may also require the approval of the City.

11.2 Service' Facilities. Subtenant agrees that there shall be no construction of
partitions or other obstructions which might interfere with free access to mechanical installations or
service facilities of the Building or interfere with the moving of Sub landlord's equipment to or from the
enclosures containing said installations or facilities. Furthermore, any work by Subtenant shall be
accomplished in such a manner as to permit any fire sprinkler system and fire water supply lines to
remain fully operable at all times.

11.3 Compliance With Law. Subtenant covenants and agrees that all work done by
Subtenant shall be performed in full compliance with all laws, rules, orders, ordinances, directions,
regulations and requirements of all governmental agencies, offices, departments, bureaus and boards
having jurisdiction and in full compliance with the rules, orders, directions, regulations and requirements
of any applicable fire rating bureau. Subtenant shall provide Sub landlord with "as-built" plans showing
any material changes in the Subleased Premises.
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11.4 Prior Notice. Before commencing any material work, Subtenant shall give

Sublandlord at least fifteen (15) days prior written notice of the proposed commencement of such work.

11.5 Property of Sublandlord. All alterations, decorations, fixtures, equipment,
additions and improvements attached to or built into the Subleased Premises, made by either party, shall,
unless Sublandlord elects otherwise at the expiration or earlier termination of the Term, become the
property of Sublandlord. If Sublandlord elects to have such alterations removed, Subtenant shall do so
and shall repair and restore the Subleased Premises to the condition they were in prior to such alterations,
all at Subtenant's sole cost.

11.6 Removal. Subtenant shall repair any damage to the Subleased Premises caused
by Subtenant's removal of any property from the Subleased Premises; and Subtenant shall only be entitled
to remove property from the Subleased Premises as expressly provided in this Sublease. During any such
restoration period, Subtenant shall pay Rent to Sublandlord as provided herein as if said space were
otherwise occupied by Subtenant. .

11.7 Personal Prooertv. All articles of Subtenant's personal property, including, but
not limited to, detachable machinery and equipment, furniture, fixtures and movable partitions, which are
owned by Subtenant and installed by Subtenant at its own expense in the Subleased Premises, shall be
and remain the property of Subtenant and may be removed by Subtenant at any time during the term of

. this Sublease when Subtenant is not in Default hereunder. If Subtenant shall fail to remove all of its
personal property from the Subleased Premises at the expiration or earlier termination of the Term, then
Sublandlord may, at its option, remove the same in any manner that Sublandlord may deem appropriate
and store this personal property without liability to Subtenant for loss thereof or damage thereto.
Subtenant agrees to pay Sublandlord, upon demand, any expenses incurred in such removal and storage or
Sublandlord may, at its option, without notice, sell this personal property or any of it, at a public or
private sale and without legal process, for such price as Sublandlord may obtain; and Sub1andlordmay
apply the proceeds of such sale against any amounts due under this Sublease from Subtenant to
Sublandlord and against any expenses incident to the removal, storage and sale of this personal property,
with any balance of the sales proceeds delivered to Subtenant. Subtenarit agrees that this Sublease
constitutes a "security agreement" under the provisions of Section 9203 of the Uniform Commercial Code
- Secured Transactions, or any successor statute and, as such, Subtenant grants to Sublandlord a security
interest in all Subtenant's personal property described in this Section 11.7, as well as all tenant
improvements made to the Subleased Premises pursuant to this Article 11.

12. Liens.

12.1 No Liens. Subtenant shall keep the Subleased Premises free from any liens
arising out of work performed, materials furnished and obligations incurred by Subtenant. Subtenant
covenants and agrees that any mechanic's lien filed against the Subleased Premises for work claimed to
have been done for, or materials claimed to have been furnished to Subtenant, will be discharged by
Subtenant, by bond or otherwise, within thirty (30) days after the filing thereof, at the cost and expense of
Subtenant.

12.2 Advance by Sublandlord. Should Subtenant fail to discharge any such lien,
Sublandlord may, at Sublandlord's election, pay such claim or post a bond or otherwise provide security
to eliminate the lien as a claim against title, and the cost thereof shall be immediately due from Subtenant
as Additional Rent.
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12.3 Financing Statements. In the event Subtenant shall lease or finance the

acquisiuon oLequipment, furnishings or other personal property of a removable nature utilized by
Subtenant, Subtenant warrants that any Uniform Commercial Code Financing Statement executed by
Subtenant will, upon its face or by exhibit thereto, indicate that the personal property listed on any such
Financing Statement is located within the Subleased Premises. In no event shall the address of the
Building be furnished on the statement without qualifying language as to applicability of the lien only to
Subtenant's removable personal property. Should any holder of a Financing Statement executed by
Subtenant record or place of record a Financing Statement which appears to constitute a lien against any
interest of Sublandlord or against equipment which may be located other than within the Subleased
Premises, Subtenant shall, within ten (10) days after the filing of such Financing Statement, cause (i)
copies of the Security Agreement or other documents to which the Financing Statement pertains to be
furnished to Sublandlord to show that such lien is not applicable to Sublandlord's interest, and (ii) its
lender to amend documents of record so as to clarify that such lien is not applicable to any interest of
Sublandlord in the Subleased Premises. Sublandlord shall execute such documents as are reasonably
required by Subtenant or Subtenant's lenders or equipment lessors provided the same do not in any way
alter the rights of Sublandlord under this Sublease.

13. Indemnification and Exculpation.

13.1 Indemnification by Subtenant. Subtenant agrees to indemnify the City,
Sublandlord and its lenders, partners, members, shareholders, directors, officers, attorneys, managers,
agents and employees, and their successors and assigns (collectively "Sublandlord's Indemnified
Parties") against, and to protect, defend and save them harmless from, all liability, demands, claims,
causes of action or judgments, and all reasonable expenses incurred in investigating or resisting the same
(including reasonable profeSSIOnalfees, Including Without hmltatlon, fees for attorneys, architects,
engineers, and environmental consultants), arising out of Subtenant's failure to fully perform under this
Sublease or for death of, or injury to, any person or damage to property (i) occurring in, upon or about the
Subleased Premises, (ii) arising from our out of Subtenant's use and occupancy of the Subleased
Premises, or (iii) arising from or out of any act or omission of Subtenant, its agents, contractors,
employees, servants and tenants, except if such death or injury, or damage to property is caused solely by
the willful act or gross negligence of Sublandlord or Sublandlord's Indemnified Parties.

13.2 Indemnification by Sublandlord. Except as otherwise provided in this Article,
. Sublandlord agrees to indemnify Subtenant and its shareholders, directors, officers, agents, servants and
employees (collectively "Subtenant's Indemnified Parties") against, and to protect, defend and save
them harmless from all liability, demands, claims, causes of action or judgments, and all reasonable
expenses incurred in investigating or resisting the same (including reasonable attorneys' fees), for death
of, or injury to, any person or damage to property occurring in, upon, or about the Subleased Premises
during the term of this Sublease caused solely by the willful acts or gross negligence of Sublandlord or
Sublandlord's agents, contractors, employees, and/or servants.

13.3 No Liability of Sublandlord. Notwithstanding any provision of Sections 13.1and
13.2 to the contrary, Sublandlord shall not be liable to Subtenant or any other party, and Subtenant
assumes all risk of damage to personal property including loss of records kept within the Subleased
Premises. Subtenant further waives any claim for injury to Subtenant's operations or loss of income
relating to any such damage or destruction of personal property, including any loss of records.

13.4 Assumption of Risk. Additionally, Sublandlord shall not be liable to Subtenant
or any other party, and Subtenant assumes all risk of damage and liability (other than as may be covered
by insurance or by a third party), resulting from any defect or malfunction of any Building system or
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component of a Building system (such as HVAC, mechanical, plumbing, electrical, waste disposal, or
sewer).

13.5 Security Devices. Security devices and services provided for the Building and
Master Premises, if any, while intended to deter crime, may not in given instances prevent theft or other
criminal acts, and it is agreed that Sublandlord shall not be liable for injuries or losses caused by criminal
acts of third parties. The risk that any security device may malfunction or otherwise be circumvented by
a criminal is assumed by Subtenant. Subtenant shall, at Subtenant's cost, obtain applicable insurance
coverages to the extent Subtenant desires protection against such criminal acts. Sublandlord shall have no
continuing obligation to repair, maintain or replace any existing security devices, if any, and may remove
any such existing security devices, if any, at any time. Subtenant shall be solely responsible, at its sole
expense, to provide a safe and secure environment within the Subleased Premises for its employees,
customers, invitees and guests.

14. Insurance.

14.1 Insurance on Building. Sublandlord shall carry insurance on the Building,
including the Subleased Premises and its improvements, to the extent such is insurable as .part of the
Building (excluding improvements made to the Subleased Premises made by Subtenant), in an amount
equal to full replacement cost (without reference to depreciation taken by Sublandlord upon its books or
tax returns), or such greater insurance coverage as Sublandlord's mortgage lender requires Sublandlord to
maintain. Such insurance shall provide protection against any peril generally included within the
classification "Fire and Extended Coverage," together with insurance against sprinkler damage (if
applicable), vandalism and malicious mischief Sublandlord shall also obtain rental loss insurance for a
period of up to one year. Sublandlord, subject to availability thereof at a reasonable premium, may, but is
not required to, further insure, as Sublandlord or its lender' deems appropriate, against flood andlor
earthquake, loss or failure of building equipment, hazardous materials risks, rental loss during the period
to repair or rebuild, worker's compensation insurance and fidelity bonds for employees employed to
perform services. The deductible limits of the "Fire and Extended Coverage" policy shall not exceed Five
Thousand Dollars ($5,000). Sublandlord shall furnish to Subtenant upon request a copy of said insurance
policy. The cost of all such insurance policies shall be Common Area Expenses.

14.2 Liability Insurance. Subtenant, at its own cost, shall procure and continue in
effect, from the Commencement Date or the at such time as Subtenant occupies the Subleased Premises,
whichever first occurs, and continuing throughout the Term and thereafter until Subtenant has fully and
finally surrendered the Subleased Premises to Sublandlord, comprehensive public liability insurance with
limits of not less than One Million Dollars ($1,000,000) per occurrence for death, bodily injury or
property damage with respect to the Subleased Premises and insurance on all of its personal property.
The deductible amounts of such policy of insurance shall not exceed Five Thousand Dollars ($5,000).

14.3 Additional Insureds. The aforesaid insurance required of Subtenant shall name
as additional insureds the City, Sublandlord, their officers, directors, shareholders, partners, members and
lenders, and Sublandlord's property manager, agents and representatives for the Subleased Premises. Said
insurance shall be with companies having a policyholder rating of not less than A+ and financial category
rating of Class IX in "Best's Insurance Guide." Subtenant shall cause any insurance companies issuing
policies to Subtenant to furnish certificates evidencing such coverage to Sublandlord. No such policies
shall be cancelable or subject to reduction of coverage or other modification or cancellation except after
thirty (30) days prior written notice to Sublandlord from the insurer. All such policies shall be written as
primary policies, not contributing with and not in excess of the coverage which Sublandlord may carry.
.Any of Subtenant's policies may be in the nature of a "blanket policy" which specifically provides that
the amount of insurance shall not be prejudiced by other losses covered by the policy. Subtenant shall, at
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least twenty (20) days prior to the expiration of any such policies, furnish Sublandlord with renewals or
binders. Subtenant agrees that if Subtenant fails to procure and maintain such insurance, Sub landlord
may (but shall not be required to) procure said insurance on Subtenant's behalf and charge Subtenant the
premiums for any such policies, together with a ten percent (10%) handling charge, payable upon
demand.

14.4 Fixtures and Other Items. Subtenant assumes the risk of damage to
improvements made to the Subleased Premises by Subtenant (even if made with the consent and approval
of Sublandlord), as well as any fixtures, goods inventory, merchandise, equipment, and personal property
of any kind owned or leased by Subtenant arid maintained in the Subleased Premises. Sublandlord shall
not be liable for injury to Subtenant's operations or any loss of income therefrom relative to damage to
such items, all as more particularly set forth herein. Subtenant, at Subtenant's cost, shall carry such
insurance as Subtenant desires for Subtenant's protection with respect to the foregoing personal property
and tenant improvements, as well as business interruption losses and other loss of income.

14.5 Lender and Others. If any policy of insurance is to name Sublandlord as
additional insured, Subtenant shall, upon written request of Sublandlord, also designate as an additional
insured, and furnish certificates evidencing Sub landlord as an additional insured to, (i) any lender to
Sub landlord holding a security interest in the Building andlor (ii) the City.

14.6 Waiver of Subrogation. Sublandlord and Subtenant each hereby waive any and
all rights of recovery against the other, or against the officers, employees, agents and representatives of
the other.on account of loss or damage occasioned to such waiving party or its property or the property of
others under its control to the extent that such loss or damage is insured against under any fire and
extended coverage insurance policy which either party may have in force at the time of such loss or
damage, such waivers to continue as long as their respective insurers to permit. Any termination of such
a waiver shall be by written notice of circumstances as hereinafter set forth. Sublandlord and Subtenant,
upon obtaining the policies of insurance required or permitted under this Sublease, shall give notice to the
insurance carrier or carriers that the foregoing mutual waiver of subrogation is contained in this Sublease:
If such policies are unobtainable with such waiver or obtainable only at a premium over that chargeable
without such waiver, the party seeking such policy shall notify the other thereof, and the latter 'shall have
ten (10) days thereafter to either (i) procure such insurance in companies reasonably satisfactory to the
other party or (ii) agree to pay such additional premium. If neither (i) nor (ii) are done, this Section 14.6
shall have no effect during such time as such policies are unobtainable or the party in whose factor a
waiver of subrogation is desired shall refuse to pay the additional premium. If such policies shall at any
time be unobtainable, but subsequently shall be obtainable, neither party shall be subsequently liable for a
failure to obtain such insurance until a reasonable time after notification thereof by the other party. If the
release of either Sublandlord or Subtenant, as set forth in the first sentence of this Section 14.6 shall
contravene any law with respect to exculpatory agreements, the liability of the party in questions shall be
deemed not released but shall be secondary to the other's insurer.

14.7 Increases in Insurance. At reasonable times, Sublandlord may require insurance
policy limits to be raised to conform with reasonable requirements of Sublandlord's lender andlor the Port
Authority, or to bring coverage limits to the level then being required of similar tenants of similar
properties; provided, however, that Sub landlord may, in any event, require insurance policy limits to be
increased in proportion to any increase in the Consumer Price Index from the date of this Sublease to the
date of the requested adjustments.

15. Damage or Destruction.

15.1 Destruction Due to Risk covered by Insurance.
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(a) If, during the Term, the Subleased Premises or the Building are totally or

partially destroyed from a risk covered by the insurance described in Section 14.1, rendering the
Subleased Premises totally or partially inaccessible or unusable, Sublandlord shall restore the Subleased
Premises or the Building to substantially the same condition as they were in immediately before
destruction, but not including any leasehold improvements made by Subtenant. Such destruction shall not
terminate this Sublease. If the existing laws do not permit restoration and repair of the Building or the
Subleased Premises, either party can terminate this Sublease immediately by giving notice to the other
party.

(b) If the cost of the restoration exceeds the amount of proceeds received
from the insurance -required under .Section 14.1,- Sub landlord may elect to terminate this Sublease by
giving notice to Subtenant within fifteen (15) days after determining that the restoration cost will exceed
the insurance proceeds. In the case of destruction to the Subleased Premises only, if Sublandlord elects to
terminate this Sublease, Subtenant.: within fifteen (15) days after receiving Sublandlord's notice to
terminate, can elect to pay to Sublandlord, at the time Subtenant notifies Sublandlord of its election, the

_.difference between the amount of insurance proceeds and the cost of restoration, in which case
.Sublandlord shall restore the Subleased Premises. Sub landlord shall give. Subtenant reasonably
satisfactory evidence that all sums contributed by Subtenant as provided in this Section 15.1 have been
expended by Sublandlord in paying the cost of restoration. .

(c) If Sublandlord elects to terminate this Sublease and Subtenant does not
elect to contribute toward the cost of restoration as provided in this Section 15.1, this Sublease shall
terminate.

15.2 Destruction Due to Risk Not Covered by Insurance.

(a) If, during the Term, the Subleased Premises or the Building are totally or
partially destroyed from a risk not covered by the insurance described in Sections 14.1, above, rendering
the Subleased Premises totally or partially inaccessible or unusable, Sublandlord shall restore the
Subleased Premises or the Building to substantially the same condition as they were in immediately
before destruction. Such destruction shall not terminate this Sublease. If the existing laws do not permit
the restoration, either party can terminate this Sublease immediately by giving notice to the other party.

(b) The provisions of Section 15.2(a) notwithstanding, if the cost of
restoration exceeds five percent (5%) of the then replacement value of the Subleased Premises or the
Building that are destroyed, Sub landlord can elect to terminate this Sublease by giving notice to the
Subtenant within fifteen (15) days after determining the restoration cost and replacement value.

(c) In the case of destruction to the Subleased Premises only, if Sublandlord
elects to terminate this Sublease, Subtenant, within fifteen (15) days after receiving Sub landlord's notice
to terminate, can elect to pay to Sub landlord, at the time Subtenant notifies Sublandlord of its election, the
difference between five percent (5%) of the then replacement value of the Subleased Premises and the
actual cost of restoration, in which case Sublandlord shall restore the Subleased Premises. Sub landlord
shall give Subtenant reasonably satisfactory evidence that all sums contributed by Subtenant as approved
in this Section 15.2 have been expended by Sublandlord in paying the cost of restoration.

(d) If Sub landlord elects to terminate this Sublease and Subtenant does not
elect to perform the restoration or contribute toward the cost of restoration as provided in this Section
15.2, this Sublease shall terminate.
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15.3 Extent of Sublandlord's Oblil!ation to Restore. If Sublandlord is obligated to or

elects to repair or restore as herein provided, Sublandlord shall be obligated to repair or restore only those
portions of the Building and the Subleased Premises as existed on the Commencement Date and for
which insurance proceeds are available to pay the costs to repair or restore; the repair and restoration of
Subtenant's special tenant improvements or tenant's personal property shall be the obligation and sole
expense of Subtenant.

15.4 Release. Upon any termination of this Sublease under any of the provisions of
·this Article 15, the parties each shall be released from further obligation to the other under this Sublease
for Rent and other claims arising from and after the date of termination. However, termination of this
Sublease shall not relieve either party from any obligation to the other existing prior to the date of
termination, which obligations shall remain in full force and effect.

15.5 Abatement of Rent. In the event of repair, reconstruction or restoration as herein
provided, Base Rent to be paid under this Sublease shall be abated as of the date of damage or destruction
until the completion of the repairs arid the restoration, but only to the extent to which Subtenant's use of
the Subleased Premises is materially impaired during the period of such repair, reconstruction or
restoration. If Sublandlord provides Subtenant with other space during the period of repair which is
reasonably suitable for the temporary conduct of Subtenant's operations, the Base Rent shall not be
abated. Subtenant shall not be entitled to any compensation or damages from Sublandlord occasioned by
any such damage, repair, construction or restoration.

15.6 Damage at End of Term. Notwithstanding anything to the contrary contained in
this Article 15, Sub landlord shall have no obligation whatsoever to repair, reconstruct or restore the
Subleased Premises when the damage resulting from any casualty covered under this Article occurs
during the last twelve (12) months of the Term. In the event Sublandlord elects not to repair, reconstruct
or restore the Subleased Premises when the damage resulting from any casualty covered under this Article
occurs during the last twelve (12) months of the term of this Sublease, Subtenant may, by written notice
delivered to Sublandlord within ten (10) days after receipt by Subtenant of Sublandlord's notice of its
election not to repair, reconstruct or restore the Subleased Premises, elect to terminate this Sublease.

16. Eminent Domain.

16.1 Taking. If the Subleased Premises or any material portion of the Subleased
Premises are taken under the power of eminent domain or similar governmental action, either party may
terminate this Sublease effective as of the date possession is required to be surrendered to the condemning
authority.

16.2 Restoration. Upon any taking, if this Sublease is not terminated pursuant to
Section 16.1 above, then Sublandlord promptly shall proceed to restore the Subleased Premises to
substantially their same condition, to the extent reasonably possible, prior to such partial taking. If such
restoration has been completed, thereafter Base Rent shall be abated proportionately based on the
percentage of the rental value of the Subleased Premises after such taking as compared to the rental value
of the Subleased Premises prior to such taking.

16.3 Award. Subtenant shall be entitled to any award which is specifically awarded as
compensation for the taking of Subtenant's personal property and fixtures, including excess tenant
improvements which were installed at Subtenant's expense and for costs of Subtenant moving to a new
location. All other compensation awarded for such taking shall belong to Sublandlord.

17. Defaults and Remedies.
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17.1 Late Charge. Late payment by Subtenant to Sublandlord of Rent or other sums

due will cause Sublandlord to incur costs not contemplated by this Sublease, the exact amount of which is
extremely difficult to ascertain. Such costs include, but are not limited to, processing and accounting
charges, attorneys' charges, late payment charges on a mortgage, and so forth. In the event that Subtenant
shall be in Default for late payment under Section 17.4(a) hereof for more than three (3) days after notice
from Sub landlord, subtenant shall pay to Sub landlord a late charge in an amount equal to ten percent
(10%) of the unpaid Rent for each month that an installment of Rent remains unpaid, which Sublandlord
and Subtenant agree is not a penalty but is a reasonable estimate of the expenses Sub landlord may incur
as a result of such late payment. In the event of any such late payment, in addition to the foregoing late
charge, the amount unpaid shall bear interest at Bank of America's "reference rate" plus three percent
(3%) per annum. Such interest shall be calculated from the date such amount was due and payable until
the same shall have been fully paid.

17.2 No Waiver. No payment by Subtenant or receipt by Sublandlord of a lesser
amount than that due shall be deemed to be other than on account of the' amount due, nor shall any
endorsement or statement on any check or any letter accompanying any check or payment be deemed an
accord and satisfaction, and Sublandlord may accept such check or payment without prejudice to
Sub landlord's right to recover the balance or pursue any ather remedy provided. If at any time a dispute
shall arise as to -any amount or sum of money to be paid by Subtenant to Sublandlord, Subtenant shall
have the right to make payment "under protest" and such payment shall not be regarded as a voluntary
payment, and Subtenant shall have the right to institute suit for recovery of the payment paid under
protest.

17.3 Performance by Sublandlord. If Subtenant fails to perform any other act on its
part to be performed hereunder, Sublandlord may, without waiving or releasing Subtenant from any
obligations of Subtenant, perform such act on behalf of Subtenant. Any costs incurred by Sublandlord in
performing the obligations of Subtenant under this Section 17.3 shall be paid by Subtenant as Additional
Rent within ten (10) days of the date of an invoice for such costs.

17.4 Events of Default. The occurrence of anyone or more of the following events
shall constitute a "Default" hereunder by Subtenant:

(a) The failure by Subtenant to make any payment of Rent, as and when due;

(b) The failure by Subtenant to observe or perform any obligation other than
described in Section 17.4(a) above, to be performed by Subtenant where such failure shall continue for a
period of thirty (30) days after written notice thereof from Sublandlord to Subtenant. Such notice shall be
in lieu of, and not in addition to, any notice required under California Code Of Civil Procedure 1161;
provided that, if the nature of Subtenant's Default is such that it reasonably requires more than thirty (30)
days to cure, then Subtenant shall not be deemed to be in Default if Subtenant shall commence such cure
within said thirty (30) day period and thereafter diligently prosecute the same to completion;

(c)
Code of the United States;

Subtenant files a voluntary petition under any section of the Bankruptcy

(d) Subtenant makes a voluntary assignment for the benefit of creditors;

(e) A receiver, trustee or custodian is appointed to, or does, take title,
possession or control of all, or substantially all, of Subtenant's assets, or any involuntary petition is filed
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against the Subtenant under any chapter of the Bankruptcy Code of the United States, and such petition or
receiver, trustee or custodian is not dismissed within thirty (30) days;

(f) Subtenant's interest in this Sublease is attached, executed upon or
otherwise judicially seized and such action is not released within thirty (30) days of the action;

(g) Subtenant fails to comply fully with all provisions of Article 24, below,
concerning Hazardous Materials; or

(h) Subtenant fails to pay Rent, fails to pay any other monetary obligation
arising under this Sublease, or fails to perform any obligation or duty under the Existing Subleases which
arose prior to the Commencement Date.

Notices given under this Section 17.4 shall specify the alleged Default and shall demand
that Subtenant perform the provisions of this Sublease within the applicable period of time, or quit the
Subleased Premises. No such notice shall be deemed a forfeiture or a termination of this Sublease unless
Sublandlord elects otherwise in such notice.

17.5 Remedies. In the event of a Default by Subtenant, and at any time thereafter,
with or without notice or demand and without limiting Sub landlord in the exercise of any right or remedy
which Sublandlord may have, Sublandlord shall be entitled to terminate Subtenant's right to possession of
the Subleased Premises by any lawful means, in which case this Sublease shall terminate and Subtenant
shall immediately surrender possession of the Subleased Premises to Sub landlord. In such event,
Sublandlord shall have the immediate right to re-enter and remove all persons and property, and such
property may be removed and stored in a public warehouse or elsewhere at the cost of and for the account
of Subtenant, all without service of notice or resort to legal process and without being deemed guilty of
trespass or becoming liable for any loss or damage which may be occasioned thereby. In the event that
Sublandlord shall elect toso terminate this Sublease, then Sublandlord shall be entitled to recover from
Subtenant all damages incurred by Sublandlord by reason of Subtenant's Default, including:

(a) The worth at the time of award of any unpaid Rent which had been
earned at the time of such termination; plus

(b) 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 that portion of such
rental loss which Subtenant proves could have been reasonably avoided; plus

(c) 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 which Subtenant
proves could have been reasonably avoided; plus

(d) Any other amount necessary to compensate Sublandlord for all the
detriment proximately caused by Subtenant's failure to perform its obligations under this Sublease or
which in the ordinary course of things would be likely to result therefrom, including but not limited to the
cost of restoring the Subleased Premises to the condition required under the terms of this Sublease; plus

(e) At Sublandlord's election, such other amounts in addition to or in lieu of
the foregoing as may be permitted from time to time by applicable law.

As used in Sections 17.5(a) and 17.5(b) above, "worth at the time of award" shall be
computed by allowing interest at the rate specified in Section 17.1 above. As used in Section 17.5(c)
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above, the "worth at the time of award" shall be computed by determining the present value of such
amount using the discount rate of the Federal Reserve Bank of San Francisco at the time of award plus
one percentage point.

17.6 Right of Re-Entrv, In the event of a Default by Subtenant, and at any time
thereafter, with or without terminating this sublease, and with or without notice or demand and without
limiting Sublandlord in the exercise of any right or remedy whichSublandlord may have, Sublandlord
shall have the immediate right to re-enter and remove all persons and property, and such property may be
removed and stored in a public warehouse or elsewhere at the cost of and for the account of Subtenant, all
without service of notice or resort to legal process and without being deemed guilty of trespass or
becoming liable for any loss or damage which may be occasioned thereby. No such re-entry shall be
considered or construed to be a forcible entry by Sub landlord. If Sub landlord does not elect to terminate
this Sublease as provided in this Section, then Sublandlord may, from time to time, recover all Rent as it
becomes due under this Sublease pursuant to California Civil Code 1951.4. At any time thereafter,
Sub landlord may elect to terminate this Sublease and to recover damages to which Sub landlord is entitled.

17.7 Proceeds of Reletting. In the event Sub landlord elects to terminate this Sublease
and relet the Subleased Premises, it may execute any new lease in its own name. Subtenant hereunder

. shall have no right or authority whatsoever to collect any-Rent or other sums from such tenant. The
proceeds of any such reletting shall be applied as follows:

(a) First, to the payment of any indebtedness other than Rent due hereunder
from Subtenant to Sub landlord, .including but not limited to storage charges or brokerage commissions
owing from Subtenant to Sublandlord as the result of such reletting;

(b) Second, to the payment of the costs and expenses of reletting the
Subleased Premises, including alterations and repairs which Sublandlord deems reasonably necessary and
advisable, and reasonable attorneys' fees incurred by Sub landlord in connection with the retaking of the
Subleased Premises and such reletting;

(c) Third, to the payment of Rent and other charges due and unpaid
hereunder; and

(d) Fourth, to the payment of future Rent and other damages payable by
Subtenant under this Sublease.

17.8 Remedies Non-exclusive. All rights, options and remedies of Sub landlord
contained in this Sublease shall be construed and held to be nonexclusive and cumulative. Sub'landlord
shall have the right to pursue any or all of such remedies or any other remedy or relief which may be
provided by law, whether or not stated in this Sublease. No waiver of any Default of Subtenant hereunder
shall be implied from the acceptance by Sub landlord of any Rent or other payments due hereunder or any
omission by Sublandlord to take any action on account of such Default if such Default persists or is
repeated, and no express waiver shall affect Defaults other than as specified in said waiver.

17.9 No Relief. Termination of this Sublease or Subtenant's right to possession by
Sublandlord shall not relieve Subtenant from any liability to Sublandlord which has theretofore accrued or
shall arise based upon events which occurred prior to the later of (i) the date of Sublease termination, or
(ii) the date possession of Subleased Premises is surrendered to Sublandlord.

17.10 Right to Cure. Sub1andlord shall not be in default hereunder unless Sub1andlord
fails to perform an obligation required of Sub landlord within a reasonable time, but in no event later than
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thirty (30) days after written notice by Subtenant specifically identifying the obligation Sublandlord has
failed to perform; provided, however, that if the nature of Sublandlord's obligation is such that more than
thirty (30) days are required for performance, then Sub landlord shall not be in default if Sublandlord
commences performance within such thirty (30) day period and thereafter diligently prosecutes the same
to completion.

17.11 Lender's Right to Cure. In the event of any default on the part of Sub landlord,
Subtenant shall give notice, by registered or certified mail, at any address provided to Subtenant, to any
beneficiary of a deed of trust or mortgagee of a mortgage covering the Building or Subleased Premises
whose address shall have been furnished to Subtenant and Subtenant shall offer such beneficiary or
mortgagee a reasonable opportunity to cure the default, not to exceed Sublandlord's cure period plus
thirty (30) days.

18. Assignment or Subletting.

18.1 Assignment. Except as provided in this Article 18, Subtenant shall not, either
voluntarily or by operation of law, assign, sell, hypothecate or transfer this Sublease or permit all or any
part of the Subleased Premises to be used or occupied as work space, storage space, mailing privileges,
concession or otherwise by anyone other than Subtenant, Subtenant's members or Subtenant's employees
(all of these events collectively referred to as an "Assignment"), without the prior written consent of
Sublandlord in each instance, which consent may be withheld by Sublandlord in its sole and absolute
discretion. A transfer of more than fifty percent (50%) of the equity ownership of Subtenant during any
two-year period to a party (or to an affiliated group of parties) shall also constitute a prohibited
Assignment; provided, however, this provision shall not be applicable if such transfers occurred on a
public stock exchange. If Sublandlord consents to an Assignment, Subtenant and its successors and
assigns, and any guarantors of Subtenant's obligations under this Sublease, shall not be released from
liability under this Sublease. Subtenant acknowledges that an Assignment must be approved by the City,
as evidenced by formal resolution.
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As a condition of Sublandlord's consent to an Assignment, the assignee andSubtenant
shall execute an agreement in favor of Sublandlord and in a form acceptable to Sub landlord, pursuant to
which the assignee shall agree to faithfully perform and assume and be bound by all of the terms,
covenants, conditions, provisions and agreements of this Sublease. As used in this Article 18, the term
"assignee" shall include the person or entity who is the transferee in any form of Assignment, as defined
above. Inaddition, Subtenant and the assignee shall, upon not less than three (3) days prior written notice
from Sub landlord, execute, acknowledge and deliver to Sub landlord a statement in writing (a) certifying
that this Sublease is unInodified and in full force and effect (or, if modified, stating the nature of such
modification and certifying that this Sublease as so modified is in full force and effect), and the date to
which the Rent and other charges are paid in advance, if any; (b) acknowledging that there are not, to
Subtenant's and the assignee's knowledge, any uncured defaults under this Sublease on the part of
Sublandlord or Subtenant, or specifying such defaults if any are claimed; (c) setting forth the
Commencement Date and Expiration Date; and (d) certifying as to such other matters as Sublandlord may
reasonably request. Any guarantor of this Sublease shall execute a reaffirmation of such guarantee in a
form reasonably acceptable to Sub landlord agreeing to continue to be a guarantor of the terms and
conditions of this Sublease following an Assignment.

18.2 Transfer Premium. As a reasonable condition to Sublandlord's consent to any
Assignment, Subtenant shall pay to Sublandlord fifty percent (50%) of any Transfer Premium, as defined
in subsection 18.2.1, below.
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18.2.1 Definition of Transfer Premium. "Transfer Premium" means all Rent

and other consideration actually received by Subtenant from the assignee (including key money and
bonus money and any payment in excess of fair market value for services rendered by Subtenant to the
assignee, or assets, fixtures, inventory, equipment, or furniture transferred by Subtenant to the assignee in
connection with the Assignment (collectively, the "Assignment Rent"), after deducting:

a. The Rent payable by Subtenant under this Lease (excluding the
Transfer Premium) for the Subleased Premises;

b. Reasonable leasing commissions paid by Subtenant; and,

c. Other reasonable out-of-pocket costs paid by Subtenant
(including attorneys' fees, advertising costs, and expenses of readying the Subleased Premises for
occupancy by the assignee).

The costs referred to in subparagraphs (a) through (d) are referred to as the
"Transfer Costs."

18.2.2 Monthly Payment- of Transfer Premium. Subtenant shall pay the
Transfer Premium to Sublandlord on a monthly basis, as Additional Rent under this Sublease.

18.2.3 Audit of Transfer Premium. Subtenant shall allow Sublandlord to review
and audit Subtenant's books and records for the purpose of verifying Subtenant's calculation of the
Transfer Premium, Assignment Rent, and Transfer Costs. '

18.3 Notice of Proposed Assilmment. In the event Subtenant desires Landlord to
review and approve an Assignment, then at least forty-five (45) days, but not more than ninety (90) days,
prior to the date when Subtenant desires the Assignment to be effective (the "Assignment Date"),
Subtenant shall give Sublandlord written notice (the "Assignment Notice") which shall set forth the
name, address and business of the proposed assignee, information (including references) concerning the
business experience, financial reputation and character of the proposed assignee, the Assignment Date,
any ownership or commercial relationship between Subtenant and the proposed assignee or sublessee, and
the consideration paid for the Assignment, and all other material terms and conditions of the proposed
Assignment, all in such detail as Sublandlord shall reasonably require. Additionally, Subtenant shall
furnish to Sublandlord a copy of the audited financial statements for the most recently past fiscal year, as
well as the most recent unaudited quarterly financial statements for both Subtenant and the proposed
assignee.

18.4 Unapproved Transfer Void. Any Assignment not in compliance with the
provisions of this Article 18 shall be void, and shall, at the option of Sub landlord, be a breach of this
Sublease,

18.5 Further Assignment. The consent by Sub landlord to an Assignment shall not
relieve Subtenant or any assignee of this Sublease or sub-sublessee of the Subleased Premises from
obtaining the consent of Sublandlord to any further Assignment or release Subtenant or any assignee or
sub-sublessee of Subtenant from full and primary liability under this Sublease.

18.6 No Waiver. Notwithstanding any Assignment, Subtenant shall remain fully and
primarily liable for the payment of all Rent and other sums due, or to become due, hereunder, and for the
full performance of all other terms, conditions and covenants to be kept and performed by Subtenant
hereunder. The acceptance of Rent or any other sum due hereunder, or the acceptance of performance of
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any other term, covenant or condition hereof, from any other person or entity shall not be deemed to b~ a
waiver of any of the provisions of this Sublease or a consent to any Assignment of the Subleased
Premises.

18.7 Assignment Fee. The Assignment Notice shall be accompanied by a "Transfer
Fee" in the amount of$l,OOO.OO payable to Sublandlord.

lK8 Sublandlord's Option to Recapture the Space. Despite any other provision of this
Article 18, Sub landlord has the option to recapture the Subleased Premises, by written notice to Subtenant
("Recapture Notice") within ten (10) days after receiving an Assignment Notice from Subtenant. A
timely Recapture Notice terminates this Sublease and Subtenant's obligations regarding the Subleased
Premises for the remaining Term and as of the Assignment Date. The Recapture Notice shall be void,
however, if Subtenant notifies Sublandlord, within ten (l0) days after receipt of the Recapture Notice, that
Subtenant withdraws the Assignment Notice. If Sublandlord declines or fails timely to elect to recapture
the Subleased Premises, Sublandlord shall have no further right to the Subleased Premises under this
Section 18.9 unless it becomes available again in connection with any subsequently proposed
Assignment.

19. Bankruptcy. In the event a debtor, trustee or debtor-in-possession under the Bankruptcy
Code, or other person with .similar rights, duties and powers under any other law, proposes to cure any
Default of Subtenant under this Sublease or to assume or assign this Sublease and is obliged to provide
adequate assurance to Sub landlord that (i) a Default will be cured, (ii) Sublandlord will be compensated
for its damages arising from any breach of this Sublease, or (iii) future performance under this Sublease
will occur, then adequate assurance shall include any or all of the following, as determined by
Sub landlord:

a. Those acts specified in the Bankruptcy Code or other laws as included within the
meaning of adequate assurance, even if this Sublease does not concern a facility described in such laws;

b. A prompt cash payment to compensate Sublandlord for any monetary Defaults or
damages arising from a breach of this Sublease;

c. A cash deposit in an amount at least equal to the Security Deposit, if any,
originally required at time of execution of this Sublease;

d. The creditworthiness and desirability, as a tenant, of the person assuming this
Sublease or receiving an assignment of this Sublease, at least equal to Sublandlord's customary and usual
creditworthiness requirements and desirability standards in effect at the time of the assumption or
assignment; and

e. The assumption or assignment of all of Subtenant's interest and obligations under
this Sublease.

20. Subordination and Attornment.

20.1 Subordination. This Sublease shall be subject and subordinate to the lien of any
mortgage, deed of trust or lease in which Sublandlord is tenant, now or hereafter in force against the
Subleased Premises, and to all advances made or hereafter to be made upon the security thereof without
the necessity of the execution and delivery of any further instruments on the part of Subtenant to
effectuate such subordination; provided, however, that for the lien of any mortgage, deed of trust or lease
executed by Sublandlord after the date of this Sublease to be subordinate to this Sublease, the holder of
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any such mortgage, deed of trust or lease shall execute, acknowledge and deliver to Subtenant a non-
disturbance agreement providing that so long as Subtenant performs all of its obligations under the
Sublease, Subtenant's quiet enjoyment and use of the Subleased Premises shall not be disturbed.

20.2 Additional Instruments. Notwithstanding the foregoing, Subtenant shall execute
and deliver upon demand a subordination agreement in the form attached as Exhibit C or such further
instrument or instruments evidencing such subordination of the Sublease to the lien of any such
mortgages, deeds of trust or leases in which Sublandlord is tenant as may be required by Sub landlord.
However, if any such mortgagee, beneficiary or landlord under a lease wherein Sublandlord is tenant so
elects, this Sublease shall be deemed prior in lien to any such lease, mortgage or deed of trust upon or
including the Subleased Premises, regardless of date, and Subtenant shall execute a statement in writing
to such effect at Sublandlord's request.

20.3 Attornment. In the event any proceedings are brought for foreclosure, or in the
event of the exercise of the power of sale under any mortgage or deed of trust covering the Subleased
Premises, Subtenant, shall, at the election of purchaser at such foreclosure or sale, attorn to such purchaser
and recognize such purchaser at the Sub landlord under this Sublease. .

2004,· Amendment. If Sublandlord obtains a loan commitment from a lender for the
financing or refinancing of the Subleased Premises, and said loan commitment requires some
amendments to this Sublease, then Subtenant shall cooperate with Sublandlord in executing said
amendments, so long as the amendments do not materially adversely affect any of the material rights or
obligations of Subtenant under this Sublease.

21. . Surrender.

21.1 No Release. No surrender of possession of any part of the Subleased Premises
shall release Subtenant from any of its obligations hereunder unless accepted by Sub landlord.

21.2 Assignment. The voluntary or other surrender of this Sublease by Subtenant
shall not work a merger, unless Sub landlord consents, and shall, at the option of Sub landlord, operate as
an assignment to it of any or all subleases or subtenancies.

21.3 No Merger. The voluntary or other surrender of any ground or underlying lease
that now exists or may hereafter be executed affecting the Building or Subleased Premises or a mutual
cancellation thereof or of Sub landlord's interest therein, shall not work a merger and shall, at the option of
the successor of Sublandlord's interest in the Building or Subleased Premises, operate as an assignment of
this Sublease.

22. Holding Over.

22.1 Holding Over with Consent. If Subtenant remains in possession of all or any part
of the Subleased Premises after the expiration or earlier termination of this Sublease, with Sublandlord's
prior written consent, Subtenant shall be deemed a month-to-month tenant upon the date of such
expiration or earlier termination and, in such case, Subtenant shall continue to pay the Base Rent (as
adjusted from time to time as set forth in this Sublease), Common Area Expenses, and any other amount
of Rent due Sublandlord pursuant to the terms of this Sublease, and such month-to-month tenancy shall
be subject to every other term, covenant and agreement contained herein.

22.2 Holding Over without Consent. If Subtenant remains in possession of the
Subleased Premises after the expiration or earlier termination of the Term hereof without the express
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written consent of Sublandlord, Subtenant shall become a tenant at sufferance upon all the terms of this
Sublease applicable to a tenant at sufferance, except that the monthly installments of Base Rent shall be
equal to one hundred fifty percent (150%) of the monthly installment of the Base Rent in effect during the
immediately preceding thirty (30) days. '

22.3 No Renewal. Acceptance by Sublandlord of Rent after such expiration or earlier
termination of this Sublease shall not result in a renewal or reinstatement of this Sublease. '

22.4
affect Sublandlord's
provided by law.

No Waiver. The foregoing provisions of this Article are in addition to and do not
right to re-entry or any other rights of Sub landlord hereunder or as otherwise

23. Taxes on Subtenant's Property.

23.1 Payment of Taxes. Subtenant shall pay not less than ten (10) days before,
delinquency, all taxes levied against any personal property or trade fixtures in or about the Subleased
Premises.

23.2 Advance by Sublandlord. If any such taxes on Subtenant's personal property or
trade fixtures are levied against Sublandlord or Sublandlord's property or, if the assessed valuation of the
Building is increased by the inclusion therein of a value attributable to Subtenant's personal property or
trade fixtures, and if Sublandlord, after written notice to Subtenant, elects to pay the taxes based upon
such increase in assessed value, then Subtenant shall, upon demand, repay to Sub landlord the taxes so
levied against Sublandlord.

24. Hazardous Materials.

24.1 Prohibition/Compliance. Subtenant, at its sole cost, shall comply with all federal,
state and local laws, statutes, ordinances, codes, regulations and orders relating to the receiving, handling,
use, storage, accumulation, transportation, generation, spillage, migration, discharge, release and disposal
of any Hazardous Material as defmed in this Article 24 in or about the Subleased Premises or the
Building. Subtenant shall not cause or permit any Hazardous Material (as defined below) to be brought
upon, kept or used in or about the Subleased Premises by Subtenant, its agents, employees, contractors or
invitees in a manner or for a purpose prohibited by any federal, state or local law, rule or regulation. The
disposal of Hazardous Material shall be in approved containers and removed from the Subleased Premises
by duly licensed carriers. Subtenant shall immediately provide Sublandlord with telephonic notice, which
shall promptly 'be confirmed by written notice, of any and all spillage, discharge, release and disposal of
Hazardous Materials onto or within the Subleased Premises or the Building, which by law must be
reported to any federal, state or local agency, and any injuries or damages resulting directly or indirectly
therefrom. A failure of Subtenant to give to Sublandlord the notices required in this Section 24.1 shall
constitute a Default under this Sublease. Further, Subtenant shall deliver to Sublandlord each and every
notice or order received from any federal, state or local agency concerning Hazardous Materials and the
possession, use and/or disposal thereof promptly upon receipt of each such notice or order. Subtenant
shall be responsible for and shall indemnify, protect, defend, and hold harmless Sublandlord and its
agents, employees, representatives, directors and officers from any and all claims, costs, penalties, fines,
liability and losses, including without limitation, (i) temporary or permanent diminution in value of the
Subleased Premises or the Building, (ii) damages for the temporary or permanent loss of restriction on use
of rentable or usable space or of any amenity of the Subleased Premises or the Building, and (iii) sums
paid in settlement of claims, consultant fees and expert fees, liabilities, attorneys' fees, damages, injuries,
causes of action, judgments and expenses, which arise during or after the Term of this Sublease and
which (a) result from Subtenant's use and occupancy of the Subleased Premises, or (b) result from
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Subtenant's receiving, handling, use, storage, accumulation, transportation,. generation, spillage,
migration, discharge, release or disposal of Hazardous Materials in, upon or about the Subleased Premises
or the Building. The indemnifications of Sublandlord and indemnities by Subtenant above include, to the
extent Subtenant is responsible for such costs and expenses under the provisions above, without limiting
the generalities thereof, reasonable costs incurred in connection with any investigation of site conditions
or any cleanup, remedial, removal or restoration work lawfully required by any federal, state or local
governmental agency or political subdivision because of any Hazardous Materials present in the soil,
subsoil, ground water, or elsewhere at, on or under the Subleased Premises or the Building.

24.2 Termination of Sublease. Notwithstanding the provisions of this Article 24,
Sublandlord shall have the right to terminate the Subleasein the event that (i) Subtenant uses the
Subleased Premises for the generation, storage, use, treatment or disposal of Hazardous Material in a
manner or for a purpose prohibited by applicable law (unless Subtenant is diligently pursuing compliance
therewith), (ii) Subtenant has been required by any governmental authority to take remedial action in
connection with Hazardous Material contaminating the Subleased Premises or the Building if the
contamination resulted from Subtenant's action or use of the Subleased Premises and such remedial actiori
has a material adverse effect on Sublandlord, the Subleased Premises or the Building, or (iii) Subtenant is
subject to an enforcement order issued by any governmental authority in connection with the use, disposal
or storage of a Hazardous Material on the Subleased Premises and such enforcement order has a material
adverse effect on Sub landlord, the Subleased Premises or the Building. Each of the foregoing events shall
be deemed to be a material Default by Subtenant under this Sublease.

24.3 Assignment. Notwithstanding the provisions of Article 18 above, if (i) any
anticipated use of the Subleased Premises by any proposed assignee involves the generation or storage,
use, treatment or disposal of Hazardous Material in any manner or for a purpose prohibited hereunder or
by any applicable law, (ii) the proposed assignee has been required by any governmental authority. to take
remedial action in connection with a Hazardous Material if the contamination resulted from such party's
action or use of the property in question and has failed to take such action, or (iii) the proposed assignee is
subject to an enforcement order issued by any governmental authority in connection with the use, disposal
or storage of a Hazardous Material of a type such proposed assignee intends to use in, on or at the
Subleased Premises and the proposed assignee has failed to fully comply with such enforcement order, it
shall not be unreasonable for Sublandlord to withhold its consent to an Assignment.

24.4 Sublandlord's Right to Perform Tests.

24.4.1 At any time prior to the expiration of the Term of this Sublease,
Sublandlord shall have the right to enter upon the Subleased Premises at all reasonable times, and at
reasonable intervals, upon forty-eight (48) hours prior notice, and accompanied by an' authorized
representative of Subtenant, if Subtenant so elects, in order to conduct appropriate tests to determine
whether contamination in excess of permissible levels has occurred as a result of Subtenant's use of the
Subleased Premises. Sublandlord shall deliver to Subtenant written notice of the results of such tests.
Subtenant shall pay the reasonable costs of any test conducted pursuant to this Section which
demonstrates that contamination in excess of legally permissible levels has occurred and such
contamination was caused by Subtenant's use of the Subleased Premises. Additionally, Subtenant shall
pay for all costs necessary to clean up or remedy any contamination caused by Subtenant's use of the
Subleased Premises.

24.4.2 Upon the expiration or upon any early termination of this Sublease,
Subtenant shall furnish to Sub landlord, at Subtenant's sole cost, a report and certification from a qualified
environmental engineer, verifying that the Subleased Premises are free from any Hazardous Materials or
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contamination in excess of legally permissible levels. "If said report indicates that there are any
impermissible levels of Hazardous Materials on the Subleased Premises, then Subtenant shall pay for all
costs necessary to clean up and remedy said impermissible levels of Hazardous Materials; and Subtenant
shall also continue to pay Rent for the Subleased Premises until such time as the impermissible levels of
HazardousMaterials are cleaned up and remedied.

24.5 Survival of Subtenant's Obligations. Subtenant's obligations under this Article
24 shall survive the termination of this Sublease. During any period of time employed by Subtenant after
the termination of this Sublease to complete the removal from the Subleased Premises or the Building of
any such Hazardous Materials, Subtenant shall continue to pay the full Rent in accordance with this
Sublease.

24.6 DefInition of "Hazardous Material". As used herein, the term "Hazardous
Material" means any hazardous or toxic substance, material or waste which is or becomes regulated by
any local governmental authority, the State of California or the United States of America. The term

""Hazardous Materials" shall also mean toxic or hazardous substances, -including without limitation,
""asbestos or any substance containing asbestos and deemed hazardous under any Hazardous Material Law

.: "(defined below), the group of organic compounds known as polychlorinated biphenyls, flammable
. explosives, radioactive materials, chemicals known to cause cancer or reproductive toxicity, pollutants,
effluents, contaminants, emissions or related materials and any items included in the definition of
hazardous or toxic waste, materials or substances under any law relating to environmental conditions and
industrial hygiene, including without limitation, the Resource Conservation and Recovery Act of 1976
("RCRA"), 42 U.S.C. § 6901 et seq.; the Comprehensive Environmental Response, Compensation and
Liability Act of 1980 ("CERCLA"), 42 U.S.C. §§ 9601 - 9657, as amended by the Superfund
Amendments and Reauthorization Act of 1986 ("SARA"); the Hazardous Materials Transportation Act,
49 U.S.C. § 6901, et gm., the Federal Water Pollution Control Act, 33 U.S.C. §§ 1251 et gm.; the Clean
Air Act, 42 U.S.C. §§ 741 et gm., the Clean Water Act, 33 U.S.C. § 7401, et gm.; the Toxic Substances
Control Act, 15 U.S.c. §§ 2601 -2629; the Safe Drinking Water Act, 42 U.S.C. §§ 300f - 300j; the
Carpenter-Presley-Tanner Hazardous Substances Account Act; the Hazardous Waste Control Act; the
Porter-Cologne Water Quality Control Act; and all similar federal, state and local environmental statutes,
ordinances, and the regulations, orders, decrees now or hereafter promulgated thereunder (collectively the
"Hazardous Material Laws").

24.7. Article Binding on Parties Related to Subtenant. For the purposes of this Article
24, the term "Subtenant" shall include Subtenant and its shareholders, members, partners, directors,
officers, agents, employees, invitees, sub-subtenants, assigns, and guests, as well as their successors and
assigns.

25. Miscellaneous.

25.1 Tenns and Headings. Where applicable in this Sublease, the singular includes
the plural and the masculine or neuter includes the masculine, feminine and neuter. The headings used in
this Sublease are not a part hereof and shall have no effect upon the construction or interpretation of any
part hereof.

25.2 Examination of Sublease. Submission of this Sublease for examination or
signature by Subtenant does not constitute a reservation of, or option for, sublease, nor is it effective as a
sublease or otherwise until execution by, and delivery to, both Sublandlord and Subtenant.

25.3 Time. Time is of the essence with respect to the performance of every provision
of this Sublease in which item of performance is a factor.
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25.4 Covenants and Conditions. Each provision of this Sublease performable by

Sublandlord or Subtenant shall be deemed both a covenant and a condition.

25.5 Consents. Whenever consent or approval of either party is required, that party
shall not unreasonably withhold such consent or approval, except as may be expressly set forth to the
contrary.

25.6 Entire A!ITeement. This Sublease (together with its exhibits and a First
Addendum) and the Master Lease are intended by the parties as a final expression of their agreement with
respect to the terms as are included herein, and all prior agreements, understandings, representations and
statements, oral or written, are merged herein, excepting only for written agreements signed
contemporaneously with or after the signing of this Sublease.

25.7 Severability. Any provision of this Sublease which shall be deemed or prove to
.be invalid, void or illegal shall in no way affect, impair or invalidate any other provision hereof, and all
such other provisions shall remain in full force and effect.

,0.'

25.8 Indenendent Counsel. Subtenant and Sublandlord each acknowledge that:
(i) they have had the opportunity to be represented by independent counsel in connection with this
Sublease; and (ii) this Sublease is the result of negotiations between Sublandlord and Subtenant and the
advice and assistance of their respective counsel. The fact that this Sublease was prepared by
Sublandlord's counsel as a matter of convenience shall have no impact or significance. Any uncertainty
or ambiguity in this Sublease shall not be construed against' Sublandlord because Sublandlord's counsel
prepared this Sublease in its final form.

25.9 Inurement. Each of the covenants, conditions and agreements herein contained
shall inure to the benefit of and shall apply to and be binding upon the parties hereto and their respective
heirs, legatees, devisees, executors, administrators, successors, assigns, sublessees or any person who may
come into possession of said Subleased Premises or any part thereof in any manner whatsoever. Nothing
contained in this Section 25.9 shall in any way alter the provisions against Assignment provided in this
Sublease.

25.10 Force Majeure. If Sublandlord cannot perform any of its obligations hereunder
due to events beyond Sublandlord's control, the time provided for performing such obligations shall be
extended by a period of time equal to the duration of such events. Events beyond Sublandlord's control
include, but are not limited to, acts of God, war, civil commotion, labor disputes, strikes, fire, flood or
other casualty, shortages of labor or material, government regulation or restriction and 'weather
conditions.

25.11 Notices. Any notice, consent, demand, bill, statement or other communication
required or permitted to be given hereunder shall be in writing and shall be deemed duly delivered upon
personal delivery, or as of the second business day after mailing by United States mail, postage prepaid,
return receipt requested, or upon the next business day if delivered by overnight courier or similar
overnight delivery system, addressed to Subtenant at the Subleased Premises or to Subtenant or
Sublandlord at the following address:

For Rent Payment and Notices to Sublandlord:

Driscoll Mission Bay
Attn: Ms. Mary-Carol Driscoll
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1500 Quivira Way
San Diego, California 92109

For Notices to Subtenant:

Boating Dynamics
Attn; R.D. Gordon
1500 Quivira Way, #4
San Diego, CA 92109

Either party may, by notice to the other pursuant to this Section, specify additional or
different addresses for notice purposes.

25.12 Exhibits. All exhibits, addenda, and schedules referred to herein and attached
hereto are a part hereof, and incorporated herein by this reference.

25.13 Waiver and Modification. No provision of this Sublease may be modified,
amended or added to except by an agreement in writing executed by Sublandlord and Subtenant. The
waiver by Sublandlord or Subtenant of any breach of any term, covenant or condition herein contained
shall not be deemed to be a waiver of any subsequent breach of the same or any other term, covenant or
condition herein contained.

25.14 Periods of Time. All periods of time referred to in this Sublease shall include all
Saturdays, Sundays and state or United States holidays, unless the period of time specifies business days,
provided that if the date or last date to perform any act or give any notice with respect to this Sublease
shall fall on a Saturday, Sunday or state or national holiday, such act or notice may be timely performed
or given on the next succeeding day which is not a Saturday, Sunday, or state or national holiday.

25.15 Choice of Law. This Sublease shall be construed and enforced in accordance
with the laws of the State of California, and venue for any legal action under this sublease shall be San
Diego County, California.

25.16 Merger. There shall be no merger of the leasehold estate created by this Sublease
with the fee interest in any of the Subleased Premises by reason of the fact that the same person may
acquire or hold or own, directly or indirectly, (a) the leasehold estate created hereby or any part thereof or
interest therein, and (b) the fee estate in any of the Subleased Premises or any part thereof or interest
therein.

25.17 Real Estate Brokers; Finders. Subtenant and Sub landlord each represent to the
other that they have not entered into any agreement or incurred any obligation in connection with this
transaction that might result in the obligation to pay a brokerage commission or finder's fee to any broker,
finder or other person. Each party agrees to defend, indemnify and hold the other party harmless from
and against any liability, damages, claim or demand by any other broker or other person for bringing
about this Sublease who claims to have dealt with such indemnifying party, including any expenses
(including reasonable attorney fees) incurred in defending any such claim or demand.

25.18 Attorneys' Fees. If either party hereto becomes a party to any litigation
concerning this Sublease (including any bankruptcy proceeding), the Subleased Premises, or the Building,
by reason of any act or omission of the other party or its authorized representatives, and not by any act or
omission of the party that becomes a party to that litigation or any act or omission of its authorized
representatives, the party that causes the other party to become involved in the litigation shall be liable to
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that party for reasonable attorneys' fees and court costs incurred by it in the litigation. If either party
hereto commences an action against the other party arising out of or in connection with this Sublease, the
prevailing party shall be entitled to have and recover from the losing party reasonable attorneys' fees and
costs of suit.

25.19 Waiver of Jurv Trial and Counterclaims. The parties hereto shall and do hereby
waive trial by jury in any action, proceeding or counterclaim brought by either of the parties hereto
against the other on any matters whatsoever arising out of or in any way connected with this Sublease, the
relationship of Sublandlord and Subtenant, Subtenant's use or occupancy of the Subleased Premises or
any claim of injury or damage.

25.20 Joint and Several Obligations. Ifmore than one person executes this Sublease as
Subtenant, (a) each of them is jointly and severally liable for the keeping, observing and performing of all
of the terms, covenants, conditions, provisions and agreements of this Sublease to be kept, observed and
performed by Subtenant; and (b) the term "Subtenant" shall mean and include each of them jointly and
severally. The act of, notice from, notice to, refund to or the signature of anyone or more of them, with
respect to this Sublease, including but not limited to any renewal, extension, expiration, termination or
modification of this Sublease, shall be binding upon each and all of the persons executing this Sublease as
Subtenant with the same force and effect as if each and all of them had so acted so given, or received such
notice or refund or so signed.

25.21 Definition of Sublandlord. The term "Sublandlord" as used in this Sublease, so
far as covenants or obligations on the part of Sub landlord are concerned, shall be limited to mean and
include only Sublandlord or the successor-in-interest of Sublandlord under this Sublease at the time in
question. In the event of any transfer, assignment or the conveyance of Sublandlord's title or leasehold,
the Sublandlord herein named (and in case of any subsequent transfers or conveyances, the then grantor)
shall be automatically freed and relieved from and after the date of such transfer, assignment or
conveyance of all liability for the performance of any covenants or obligations contained in this Sublease
thereafter to be performed by Sublandlord and, without further agreement, the transferee of such title or
leasehold shall be deemed to have assumed and agreed to observe and perform any and all obligations of
Sublandlord hereunder during its ownership or ground lease of the Subleased Premises. Sublandlord may
transfer its interest in the Subleased Premises or this Sublease without the consent of Subtenant, and such
transfer, or a subsequent transfer shall not be deemed a violation on the part of Sublandlord or the then
grantor of any of the terms or conditions of this Sublease.

25.22 Limitation of Sublandlord's Liability. If Sublandlord is a limited partnership or
joint venture, the limited partners of such partnership shall not be personally liable and no limited partner
of Sublandlord shall be sued individually or named individually as a party in any suit or action or service
or process be made against any limited partner of Sub landlord. If Sublandlord is a corporation or limited
liability company, the shareholders, members, directors, officers, managers, employees and/or agents of
such corporation shall not be personally liable and no shareholder, member, director, officer, manager,
employee or agent of Sublandlord shall be sued or named as a party in any suit or action or service of
process be made against any shareholder, member, director, officer, manager, employee or agent of
Sub landlord. No limited partner, shareholder, director, employee or agent of Sublandlord shall be
required to answer or otherwise plead to any service of process and no judgment will be taken or writ of
execution levied against any limited partner, shareholder, member, director, officer, manager, employee
or agent of Sub landlord. Each of the covenants and agreements of this Section 25.22 shall be applicable
to any covenant or agreement either expressly contained in this Sublease or imposed by statute or by
cornmon law.
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25.23 Subleased Premises Control by Sublandlord. Sublandlord reserves full conti-~l
. over the Building and Subleased Premises to the extent not inconsistent with Subtenant's quiet enjoyment
and use of Subleased Premises. This reservation includes but is not limited to right of Sublandlord to
grant easements and licenses to others, provided any grant of an easement by Sublandlord does not
interfere with Subtenant's quiet enjoyment and use of the Subleased Premises, except to the extent the
grant of any such easement is approved by Subtenant, required by law, or permitted pursuant to the terms
of this Sublease.

25.24 Quiet Enjoyment. So long as Subtenant is not in Default hereunder, Sublandlord
covenants that Sub landlord or anyone acting through or under Sub landlord will not disturb Subtenant's
occupancy of the Subleased Premises, except as permitted by the provisions of this Sublease. In this
regard, however, Subtenant acknowledges that the Subleased Premises are a portion of the Master
Premises described under the Master Lease and that the Master Premises are used for a multitude of
business operations including marine repair, equipment storage, and are adjacent to maintenance areas,
docking, loading and other facilities which can cause nuisances, sounds and odors which may disturb the
quiet enjoyment of Subtenant on the Subleased Premises,

25.25 Quitclaim Deed. Subtenant shall execute and deliver to Sublandlord on the
expiration or termination of this Sublease, immediately upon Sublandlord's request, a quitclaim deed to
the Subleased Premises or other document in recordable form suitable to evidence of record termination
of this Sublease.

25.26 Estoppel Certificate. From time to time as reasonably requested by Sublandlord,
Subtenant shall, within fifteen (15) days of written notice from Sublandlord, execute, acknowledge, and
deliver to Sub landlord a' statement in writing in a form reasonably requested by a proposed lender or
purchaser (i) certifying that this Sublease is unmodified and in full force and effect, (or, if modified,
stating the nature of such modification and certifying that this Sublease as so modified is in full force and
effect) and the dates to which the Rent and other charges are paid in advance, if any, (ii) acknowledging
that there are not, to Subtenant's knowledge, any uncured defaults on the part of Sub landlord hereunder or
specifying such defaults if any are claimed, and (iii) setting forth such further reasonable information with
respect to this Sublease or the Subleased Premises as may be requested thereon. Any such statement may
be relied upon by any prospective purchaser or encumbrance of all or any portion of the Subleased
Premises.

26. Consent of the City of San Diego. This Sublease and the tenancy of Subtenant is
subject to the written consent of the City. If this Sublease is not consented to by the City it shall be void
and of no force or effect.

27. Master Lease. This Sublease shall be, and remain, subject and subordinate to the terms,
covenants, and conditions of the Master Lease, and furthermore, in the event of any conflict or
inconsistency between the Sublease and the Master Lease, the provisions of the Master Lease shall govern
and prevail. If the Master Lease should terminate for any reason, this Sublease shall likewise terminate.
Subtenant and Sub landlord agree that the terms and conditions of the Master Lease are incorporated
herein by reference, and shall, as between Sub landlord and Subtenant, constitute the terms, covenants,
conditions, and provisions of this Sublease, except to the extent that they are inapplicable to, inconsistent
with, or modified by the provisions of this Sublease. Subtenant shall strictly comply with each term and
condition of the Master Lease. Any breach by Subtenant under the Master Lease shall be a deemed
breach under this Sublease.

28. Right To Terminate. Notwithstanding anything in this Sublease to the contrary,
Sublandlord andlor Subtenant shall have the right to terminate this Sublease before expiration of the Term
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by giving written notice of termination to Subtenant and/or Sublandlord not less than thirty (30) days
before the effective date of the termination (the "Termination Date"). The Termination Date shall be
specified in Sublandlord's and/or Subtenant's termination notice. In the event that the Termination Date is
other than the last day of a calendar month, Rent for the partial last month shall be prorated on the basis of
a thirty (30) day month and shall be due and payable on the first day of such month.

IN WITNESS WHEREOF, the parties hereto have executed this Sublease as of the dates set forth
below next to their respective signatures:

-:;-AfjL ,2005

Sublandlord:
DRISCOLL MISSION BAY LLC,
a California limited liability company

By: flJ
Date of execution:

Date of execution: Subtenant:

~- I . D ~. 2005----~-,

ordon
Its: Owner
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_________ E.xhibit.B _

Diagram of Subleased Premises and Site Plan

[to be attached]
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FIRST ADDENDUM TO SUBLEASE.._-_...~._----~-=========~~------

This First Addendum to Sublease ("First Addendum") is made as of August 1,2005 by and between
Driscoll Mission Bay LLC, a California limited liability company ("Sublandlord") and Boating Dynamics, a
Sole Proprietorship ("Subtenant").

Sub landlord and Subtenant entered into that certain sublease ("Sublease") of even date for the
Subleased Premises located in the City of San Diego, California, as more fully described in the Sublease.

Sublandlord and Subtenant agree that notwithstanding anything contained in the Sublease to the
contrary, the provisions set forth below shall be deemed to be a part of the Sublease and shall supercede, to the
extent appropriate, any contrary provision in the Sublease. References in this First Addendum to the term
"Sublease" shall be construed to mean the Sublease as amended and supplemented by this First Addendum. All
capitalized terms used in this First Addendum, unless specifically defined in this First Addendum, shall have
the same meaning attributed to those terms in the Sublease.

AGREEMENT

1. Master Lease. As set forth in Section 27 of the Sublease, Subtenant and Sub landlord agree
that the terms and conditions of the Master Lease are incorporated herein by reference, and shall, as between
Sublandlord and Subtenant, constitute the terms, covenants, conditions, and provisions of this Sublease, except
to the extent that they are inapplicable to, inconsistent with, or modified by the provisions of this Sublease.
Subtenant shall strictly comply with each applicable term and condition of the Master Lease. Any breach by
Subtenant of any of the terms and conditions of the Master Lease shall be deemed a breach by Subtenant of the
Sublease. Without limitation, Subtenant specifically acknowledges that it has reviewed and will comply with
the following provisions of the Master Lease:

1.1 Section 14 of the Master Lease states:
_._---------

"14. NON-DISCRIMINATION: Lessee agrees not to discriminate
in any manner against any person or persons on account of race,
marital status, sex, religious creed, color, ancestry, national origin,
physical handicap or medical condition in Lessee's use of the
premises, including, but not limited to, the providing of goods
services, facilities, privileges, advantages and accommodations, and
the obtaining and holding of employment."

1.2 Section IV(B)(4) of the Master Lease states:

"4. AFFIRMATIVE ACTION: Lessee agrees to take affirmative
action to improve employment opportunities of minorities and
women. When applicable, Lessee agrees to abide by the AffIrmative
Action Program for Lessees as it now exists or is hereafter
amended. A copy of the program, effective as of the date of this
agreement, is on file in the Office of the City Clerk as Document
No. 746205 and by this reference is incorporated herein. Minorities
are presently defined as Mexican-American, Black, Filipino,
American Indian and Asian/Oriental. The goal of this program shall
be the attainment of the employment of minorities and women in all
areas of employment ina total percentage of employment
approximately equal to the total level of minority and women
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approximately equal to the total level of minority and women

___ employment.as.established b):' the Ci!y-,fi",o-,-r..,it",-s--,-Affi~mn"-=~at~iv..:.:e"--,-A~c,,,ti~o,,,n_
Program each year.

2. Guaranty. The obligations of the Subtenant shall be personally guaranteed by Robert D.
Gordon (the "Guarantor"). This Sublease shall not be effective until the Guarantor sign and deliver to
Subtenant a written Guaranty in the form attached hereto and made a part hereof by reference as Schedule 3.

3. Effectiveness of Sublease. Except as and to the extent modified by this First Addendum, all
of the provisions of the Sublease shall remain in full force and effect.

5' ~? ,2005

Subiandiord:
DRISCOLL MISSION BAY LLC,
a California limited liability company

By/d-dtkt!
Thomas A. Driscoll, a Member

Date of execution:

Date of execution: Subtenant:

o~ . 1, 0$-.,2005 Boating Dynamics

::0" Po:Q~hiP
ROb~o-n-------

-------------------lIts:--ewner.~~· ------------------

2
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GUARAt~y OF SUBLEASE

This Guaranty of Sublease ("Guaranty") is made and effective as of August 1, 2005, by
Robert D. Gordon ("Guarantor") in favor of DRISCOLL MISSION BAY LLC, a California
limited liability company ("Sublandlord") with reference to the facts set forth below.

RECITALS:

A. Sub landlord has entered into that certain Sublease and First Addendum
(collectively, the "Sublease"), of even date herewith with Boating Dynamics, a Sole
Proprietorship ("Subtenant"), to which this Guaranty is attached as an exhibit. The Sublease
concerns the subleased premises ("SUbleased Premises") located in the City of San Diego, State
of California, as more particularly described in the Sublease. Unless specifically defined, all
capitalized terms used in this Guaranty shall have the same meaning attributed to those terms in the
Sublease.

B. As a condition to entering into the Sublease, Sublandlord has required that
Guarantor execute this Guaranty guaranteeing performance of all the covenants to be performed
by Subtenant under the Sublease. Guarantor's agreement to provide this Guaranty is a material
consideration for Sublandlord's decision to sublease the Subleased Premises to Subtenant.

NOW, THEREFORE, to induce Sublandlord to enter into the Sublease and III

consideration thereof, Guarantor agrees as follows:

1. Guarantor unconditionally guarantees to Sublandlord, and to Sublandlord's
successors and assigns, without deduction by reason of setoff, defense or counterclaim, the
payment by Subtenant of all Rent and all other charges which accrue under the Sublease in the
manner and at the time prescribed therein, and the full and punctual performance and observance,
by Subtenant, of all the terms, covenants and conditions contained in the Sublease. Guarantor
waives notice of any breach or default by Subtenant. Guarantor's obligations hereunder shall
continue in full force and effect with respect to all of Subtenant's obligations under the Sublease,
and any extensions thereof, which are not performed upon the termination of the Sublease.

2. If Subtenant shall at any time default in the punctual payment, performance and
observance of any of the amounts, terms, covenants or conditions of the Sublease, Guarantor will
pay, keep, perform and observe same, as the case may be, in the place and stead of Subtenant.
Guarantor shall also pay to Sub landlord all reasonable and necessary incidental damages and
expenses incurred by Sublandlord as a direct and proximate result of Subtenant's failure to
perform, which expenses shall include reasonable attorneys' fees and interest on all sums due and
owing Sublandlord by reason of Subtenant's failure to pay same, at the maximum rate allowed by
law.

3. This Guaranty is a continuing guaranty of all of Subtenant's obligations under the
Sublease, independent of and in addition to any other guaranty, previously or subsequently given to
Sublandlord, and this Guaranty shall not affect any of said guaranties.

1
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4. Guarantor hereby expressly waives and relinquishes any and all rights and remedies

- ··whieh-Guarantor-may-have-0r-be-able-te-assefl-by-reasGn-ef.the-laws-Gr-fWG~sierl5-{)f-th~t-ate-ot:----
California pertaining to the rights and remedies of sureties.

5. Guarantor waives any right to require Sublandlord to (a) proceed against Subtenant
or any co-guarantor, (b) proceed against or exhaust any security (including a security deposit) held
by Sublandlord, or (c) pursue any remedy in Sublandlord's power whatsoever. Guarantor waives
any defense it may acquire by reason of Sublandlord's election of any remedy against it or
Subtenant or both, including, but without limitation, the election by Sublandlord to exercise its
rights to occupy and operate the Subleased Premises under the Sublease.

6. The obligations of Guarantor hereunder shall not be released by Sublandlord's
receipt, application or release of any security given for the performance and observance of any
covenant or condition in the Sublease on Subtenant's part to be performed or observed,

7. Guarantor waives any defense based upon the legal disability of Subtenant, or any
discharge, release or limitation of the liability of Subtenant to Sublandlord, or any restraint or stay
applicable to actions against Subtenant, or any disaffirmance or abandonment of the Sublease by a
trustee of Subtenant whether consensual, or by order of a court or other governmental authority,
arising by operation oflaw or any liquidation, reorganization, receivership, bankruptcy, insolvency
or debtor relief proceeding, or any other cause. Guarantor further waives any defense based upon
any amendment, modification, renewal, extension, assignment, subletting or other alteration (with
or without the consent of Sublandlord) of the Sublease, or the Term of the Sublease or obligation
of Subtenant or Sublandlord under the Sublease, or any other documents relating to the
transactions described therein; any defense based upon the negligence of Sub landlord; any defense
based upon the forfeiture or termination of the Sublease by Sublandlord whether by expiration or
default; any defense based upon the failure of Sub landlord to file a claim in bankruptcy of

----&l:lbteflaaF,-al-l-Fights-eHubr(}gat-ion,ali-I:ight-s-to-enf~rce-any...r~ed)Lthat-Sublandlord..maY-ha¥e.e ----
against Subtenant, and all rights to participate in any security held by Sublandlord for the
performance and obligations of Subtenant under the Sublease, except to the extent such security
remains after payment and performance of Subtenant's obligations in full; any defense based upon
the impairment of any subrogation rights that Subtenant might have; any defense based upon 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, and any defense based upon or
related to Guarantor's lack of knowledge as to Subtenant's financial condition, and any and all
rights under Section 2845 of the California Civil Code and any successor provision. Guarantor
also hereby waives the provisions of Sections 2809, 2810, 2819 and 2850 of the California Civil
Code and their successors, and all other defenses which are capable of being waived.

8. Guarantor waives all presentments, demands, protests and notices of any kind
including notice of acceptance of the Guaranty by Sublandlord. Any act of Sublandlord, or its
successors or assigns, consisting of a modification of the Sublease, a waiver of any of the terms or
conditions of the Sublease, or the giving of any consent to any manner or thing relating to the
Sublease, or the granting of any indulgences or extensions of time to Subtenant, are hereby deemed
approved by Guarantor and may be done without notice to Guarantor and without releasing
Guarantor from any of its obligations hereunder.
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9. The liability of Guarantor hereunder shall in no way be affected by: (a) the release

---or-diseharge-ef-S ueteflaflt-i-n-any----ere4iter!.s,----re---€e--i-vefshi-p,----9aRk:mptGY---Bf----ether----prore--effing-Mbt-tfie----
impairment, limitation or modification of the liability of Subtenant or the estate of Subtenant in
bankruptcy, or of any remedy for the enforcement of Subtenant's liability under the Sublease
resulting from the operation of any present or future provision of the Bankruptcy Code of the
United States or other statute or from the decision of any court; (c) the rejection or disaffirmance of
the Sublease in any such proceedings; (d) the assignment or transfer of the Sublease by Subtenant;
(e) any disability or other defense of Subtenant; (t) the cessation from any cause whatever of the
liability of Subtenant; (g) the exercise by Sublandlord of any of its rights or remedies reserved
under the Sublease or by law; or (h) any termination ofthe Sublease.

10. If Subtenant shall become insolvent or be adjudicated bankrupt, whether by
voluntary or involuntary petition, if any bankruptcy action involving Subtenant shall be
commenced or filed, if a petition for reorganization, arrangement or similar relief shall be filed
against Subtenant, or if a receiver of any part of Subtenant's property or assets shall be appointed
by any court, Guarantor shall pay to Sublandlord the amount of all accrued, unpaid and accruing
Rent and other charges due under the Sublease to the date when the debtor-in-possession, the
trustee or administrator rejects the Sublease. In addition, Guarantor shall pay to Sublandlord all
accrued, unpaid and accruing Rent and other charges under the Sublease for the remainder of the
Sublease Tenn. At the option of Sublandlord, Guarantor shall either: (a) pay Sublandlord an
amount equal to the Rent and other charges which would have been payable for the unexpired
portion of the Term reduced to present-day value; or (b) execute and deliver to Sublandlord a new
Sublease for the balance of the Term with the same tenns and conditions as the Sublease, but with
Guarantor as Subtenant thereunder. Any operation of any present or future debtor's relief act or
similar act, or law or decision of any court, shall in no way affect the obligations of Guarantor or
Subtenant to perform any of the terms, covenants or conditions of the Sublease orof this Guaranty.

-------1-} +-l.--+GiHuar-ant-er--asstl:ffies--ll-respens-ibili-ty-fur--keeping fully--infefmeti-ef--the--fulantfieciiaJalf-----
condition of Subtenant and all other circumstances affecting Subtenant's ability to perform its
obligations to Sublandlord, and agrees that Sublandlord shall have no duty to report to Guarantor
any information which Sublandlord receives about Subtenant's financial condition or any
circumstances bearing on Subtenant's ability to perform.

12. The covenants and obligations of Guarantor hereunder are independent of the
Subtenant's obligations under the Sublease and are binding upon the Guarantor notwithstanding
the fact that the Guarantor is not the signatory to the Sublease; separate action or actions may be
brought against any Guarantor hereon, whether or not action is brought against Subtenant or any
co-guarantor or Subtenant or any co-guarantor be joined in any such action or actions.

13. Any indebtedness or other obligations of Subtenant now or hereafter held by
Guarantor is hereby subordinated to Subtenant's obligations to Sublandlord, and such indebtedness
or other obligations of Subtenant to Guarantor, if Sublandlord so requests, shall be collected,
enforced and received by Guarantor as a trustee for Sublandlord and be paid over to Sublandlord
on account of Subtenant's obligations to Sublandlord, but without reducing or affecting in any
manner the liability of Guarantor under the other provisions of this Guaranty.
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14, Guarantor authorizes Sublandlord, without givmg notice to Guarantor or
.. -obtainingi3uarantor's-consent'lI1d-without-affeeting--the-li-abitity-ef-Guar.ant<)I=,-fI:euHime-t0-time~, ---

to: (a) renew or extend all. or any portion of Subtenant's obligations under the Sublease or the
Sublease itself; (b) declare all sums owing to Sublandlord under the Sublease due and payable
upon the occurrence of a default or event of default under the Sublease; (c) make changes in the
dates specified for payments of any sums payable in periodic installments under the Sublease;
(d) otherwise modify the terms oftheSublease; (e) take and hold security for the performance of
Subtenant's obligations under the Sublease and exchange, enforce, waive and release any such
security; (f) apply such security and direct the order or manner of sale thereof as Sublandlord in
Sublandlord's discretion may determine; (g) release, substitute or add anyone or more endorsers
of the Sublease or guarantors of Subtenant's obligations under the Sublease; and (h) assign this
Guaranty in whole or in part

15. This Guaranty shall be enforceable by Sublandlord in accordance with the laws of
the State of California and shall be. construed in accordance therewith. Guarantor agrees to pay
attorneys' fees and all other costs and expenses which may be incurred by Sublandlord in
enforcement of this Guaranty. Until paid to Sublandlord, such sums will bear interest from the
date such costs and expenses are incurred at the maximum rate permitted by law.

16. No delay or failure on the part of Sublandlord to pursue any right or remedy
hereunder or under the Sublease shall constitute a waiver of that right or remedy. All remedies of
Sublandlord against Guarantor are cumulative.

17. The obligations and promises set forth herein shall be joint and several
undertakings of each of the persons executing this Guaranty as a Guarantor, and Sublandlord may
proceed hereunder against anyone or more of said persons without waiving its right to proceed
against any of the others. The use of the singular herein shall include the plural.

18. Guarantor acknowledges that its undertakings given hereunder are given in
consideration of Sublandlord's entering into the Sublease and that Sub1andlord would not
consummate the Sublease were it not for the execution and delivery of this Guaranty.

19. The provisions of this Guaranty will bind and benefit the heirs, executors,
administrators, legal representatives, successors and assigns of Guarantor and Sub1andlord.
However, Guarantor may not assign this Guaranty or its obligations hereunder, without
Sublandlord's prior written consent, which may be withheld in Sublandlord's sole and absolute
discretion.

20. Guarantor individually represents and warrants that it has all requisite power and
authority to execute, deliver, perform and be legally bound by this Guaranty on the terms and
conditions herein stated and transact any other business with Sublandlord as necessary to fulfill the
terms of this Guaranty.

21. No provision of this Guaranty or Sublandlord's rights hereunder can be waived or
modified nor can Guarantor be released from its obligations hereunder except by a writing
executed by Sublandlord. No such waiver shall be applicable except in the specific instance for
which given.
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22. Guarantor hereby waives its right to trial by jury of any cause of action, claim,
------ --counterclaim-or-cros~-complam1'-in-any-aetio-Jl;-i:lr-ec-eeding-an4tGF-h~-ing-bl'9ught-by-eitheFI"-----

Sublandlord against Subtenant and/or Guarantor or Subtenant against Sublandlord and/or
Guarantor, or by Guarantor against Sublandlord and/or Subtenant, on any matter
whatsoever arising out of, or in any way connected with, this Guaranty and/or the Sublease,
the relationship of Sublandlord, Subtenant and Guarantor, Subtenant's use and occupancy
of the Subleased Premises or Common Area, or any claim of injury or damage, or the
enforcement of any remedy under any law, statute, or regulation, emergency or othenvise,
now of hereafter in effect.

23. The term "Subtenant" will mean both the named Subtenant and any other person or
entity at any time assuming, subleasing or otherwise becoming primarily liable for all or any part
of the Subtenant's obligations. The term "Sublandlord" will mean both the Sublandlord named
herein and any future owner or holder of Sublandlord's interest in the Subleased Premises.
Sublandlord may, without notice, assign this Guaranty in whole or in part without extinguishing or
reducing the liability of the Guarantor.

24. All notices or other communications required or permitted to be given hereunder
shall be in writing and shall be given in the manner required for giving notices as set forth in the
Sublease. For purposes of notice, the addresses of the parties shall be as set forth on the signature
page hereof; provided, however, that any party shall have the right to change its address for notice
hereunder to any other location by giving notice to the other party in the manner set forth above.

IN WITNESS WHEREOF, the undersigned has executed this Guaranty as of the day and
year first above written.

Address of Guarantor: GUARA ~ORT
lL 1.\1

3118 Canon Street. #2 .
San Diego, CA 92106 Robert D. Gordon

Guarantor's Social Security No: 611-92-0575

Address of Sublandlord:

Driscoll Mission Bay LLC
1500 Quivira Way
San Diego. CA 92109

5
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EXHIBIT A

PERCENT AGE LEASE

["Master Lease" dated March 5, 1979 (as amended by that certain FIRST
AMENDMENT TO LEASE dated June 2, 1986), by and between CITY,
as lessor, and MISSION BAY MARINA, a limited partnership, as lessee,
relating to certain real property described as Lots 25, 26, 27, and 28 of
Quivira Basin, Mission Bay Park, together with the water areas adjacent
thereto, located in San Diego, California]

Page 12 of13
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CONSENT TO SUBLEASE AGREEMENT

THIS CONSENT TO SUBLEASE AGREEMENT ("Consent") is entered into by and between
THE CITY OF SAN DIEGO, a California municipal corporation ("CITY"), DRISCOLL
MISSION BAY, LLC, a California limited liability company ("DRISCOLL"), and BAJA
CANV AS AND UPHOLSTERY a California company, ("BAJA") to be effective upon
execution by CITY (the "Effective Date") and approval by the San Diego Attorney, as follows:

RECITALS

A. DRISCOLL is the "LESSEE", by assignment, under that certain PERCENTAGE LEASE
dated March 5, 1979 (as amended by that certain FIRST AMENDMENT TO LEASE
dated June 2, 1986, the "Master Lease"), by and between CITY, as lessor, and MISSION
BAY MARINA, a limited partnership, as lessee, relating to certain real property ("Master
Lease Property") described as Lots 25, 26, 27, and 28 of Qui vira Basin, Mission Bay
Park, together with the water areas adjacent thereto, located in San Diego, California, and
more particularly described in the Master Lease, attached hereto as Exhibit A.

B. The Master Lease requires CITY'S consent to any sublease of the Master Lease Property.

C. DRISCOLL and BAJA have executed that certain SUBLEASE ("Baja Canvas and
Upholstery Sublease") dated May 27, 2005, whereby, subject to CITY'S consent,
DRISCOLL subleases to BAJA and BAJA subleases from DRISCOLL a portion of the
Master Lease Property consisting of a 744 square foot office located in a building on the
Master Lease Property ("Sublease Premises") described in Section B Sublease of the Baja
Canvas and Upholstery Sublease, attached hereto as Exhibit B.

D. Under the terms of this Consent, CITY will consent to the Baja Canvas and Upholstery
Sublease.

FOR VALUABLE CONSIDERA nON, the receipt and sufficiency of which is acknowledged,
the parties agree as follows:

I. Subordination. The Baja Canvas and Upholstery Sublease is and shall be subordinate to
the Master Lease. CITY shall not be bound by any term or condition in the Sublease,
which in any way conflicts with CITY'S rights or increase CITY'S obligations under the
Master Lease. Any conflict between the Master Lease and the Sublease shall be
construed or resolved in favor of the Master Lease. BAJA acknowledges and agrees that
its rights and obligations as "Subtenant" under the Baja Canvas and Upholstery Sublease
are subject and subordinate to the terms and conditions of this Consent and the Master
Lease.

2. Master Lease Provisions. Without releasing DRISCOLL of any obligation, BAJA
additionally assumes and shall perform the obligations of "LESSEE" under the Master
Lease as and to the extent, such obligations are applicable to the Sublease Premises or
BAJA'S use of any common area within the Master Lease Property.
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3. Use. BAJA'S use shall be limited to canvas and upholstery repair and fabrication on

Master Lease Property and shall comply at all times to the Master Lease.

4. Rent. DRISCOLL shall pay the following to CITY as rent defined under the Master
Lease:

(a) Four percent (4%) of gross income from repair and painting of boats, repair of
motors, sale of boats and motor parts, accessories and marine hardware, and for
boat launching, haul out, and lay days (as defined in Master Lease);

(b) Seven percent (7%) of gross income from usage of office space;

(c) Twenty percent (20%) of gross income from dry storage;

(d) Ten percent (10%) of all gross income from all other sales, services, or operations
conducted on Master Lease Property.

5. Indemnification. DRISCOLL and BAJA, jointly and severally, shall defend, indemnify,
protect, and hold CITY, its elected officials, officers, representatives, agents and
employees harmless from and against any and all claims asserted or liability established
for damages or injuries to any person or property, including without limitation any injury
to DRISCOLL'S or BAJA'S officers, employees, agents, invitees, guests, subtenants or
licensees, which arise out of or are in any manner directly or indirectly connected with
the Baja Canvas and Upholstery Sublease, BAJA'S use of or operations on the Master
Lease Property, the condition of the Sublease Premises, or form any act or omission of
BAJA or any of its employees, agents, invitees, guest, subtenants or licensees; provided,
however, this duty to indemnify and hold harmless shall not include any claims or
liability arising from the established sole negligence, or sole willful misconduct of
CITY, its elected officials, officers, representatives, agents or employees.

6. Subsequent Sublease. This Consent does not constitute consent to any subsequent
subletting of any portion of the Master Lease Property, and does not relieve DRISCOLL,
BAJA, or any person claiming under or through either of them of the obligation to obtain
CITY'S consent to any future sublease.

7. Brokerage Commission. CITY shall not be liable for any brokerage commission or
finder's fee in connection with the consummation of the Baja Canvas and Upholstery
Sublease or this Consent. DRISCOLL and BAJA shall jointly and severally protect,
defend, indemnify, and hold CITY harmless from and against any claim for any
brokerage commission or finder's fee related to the consummation of the Baja Canvas
and Upholstery Sublease or this Consent, and from and against any cost or expense
(including without limitation attorney fees) incurred by CITY in resisting any claim for
any such brokerage commission or finder's fee.

8. San Diego's Strong Mayor Form of Governance. The Master Lease shall be amended by
adding the following section:

Page 2 of4



• • •
All references to "City Manager" in this lease and all subsequent
amendments to this lease shall be deemed to refer to "Mayor". This section
became effective on January 1, 2006, and shall remain in effect for the
duration the City operates under the mayor-council (commonly referred to
as "strong mayor") form of governance pursuant to Article XV of the City of
San Diego City Charter.

9. No Further Modification of Master Lease or Sublease. Except as provided herein, this
Consent shall not be deemed or construed to modify, waive, impair, or affect any of the
terms or conditions of the Master Lease or the Baja Canvas and Upholstery Sublease.

10. Controlling Law. The terms and conditions of this Consent shall be construed in
accordance with the laws of the State of California.

II. Captions. Captions to the sections of this Consent are included for convenience only and
do not modify any of the terms of this Consent.

12. Entire Agreement. This Consent constitutes the entire statement of the agreement of the
parties pertaining to the amendment of the Master Lease and CITY'S consent to the Baja
Canvas and Upholstery Sublease, and is binding on and inures to the benefit of the
parties' respective heirs, representatives, successors and assigns. No party has been
induced to enter into this Consent by, nor is any party relying on, any representation or
warranty outside those expressly set forth in this Consent. No modification of the terms
or conditions of the Consent shall be effective unless made in writing that expressly
states that it modifies this Consent, and signed by the parties hereto.

13. Attorney Fees. If any party commences litigation against any other party for the specific
performance of this Consent, for damages for the breach of the terms and conditions of
this Consent, or otherwise for any remedy and the enforcement thereof, the prevailing
party shall be entitled to recover from the non-prevailing party its costs and reasonable
attorney fees incurred.

14. Notice. Any notice required or permitted to be given to any party hereto shall be given
in accordance with the provisions of the Master Lease, and if to BAJA, addressed to:

Baja Canvas and Upholstery
Attn: Jose Beleche
1500 Quivira Way
San Diego, CA 92109

15. Authority. Each individual executing this Consent on behalf of another person or legal
entity represents and warrants that he/she is authorized to execute and deliver this
Consent on behalf of such person or entity in accordance with duly adopted resolutions
or other authorizing actions which are necessary and proper and under such legal entity's
articles, charter, bylaws, or other written rules of conduct or governing agreement, and
that this Consent is binding upon such person or entity in accordance with its terms.
Each person executing this Consent on behalf of another person or legal entity shall
provide CITY with evidence, satisfactory to the City Manager, that such authority is
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valid and that such entity is a valid, qualified corporation, limited liability company,
partnership, or other unincorporated association in good standing in its home state and
that such entity is qualified to do business in California.

16. CITY'S Consent. Subject to the terms and conditions of the Consent, CITY hereby
consents to the Baja Canvas and Upholstery Sublease.

IN WITNESS WHEREOF, the parties hereto execute this Consent, to be effective as of the
Effective Date.

Date: 1~/3/07
7 I

DRISCOLL MISSION BAY, LLC, a Californial;m;"i:r'Y company

BY:~~
Name: _---L-:...c:::..:.:..L~_I_£...l-'.-+-~....:..><.-==:....u--

Ti tle: ----lI1----=---L~L:..!.-¥j--'--,I--:,,__'''----

Effective Date: -------

HE owner
and Upholstery, a California company

THE CITY OF SAN DIEGO, a California municipal

:~d~
Name: 7 James It. Barwic:k, CCIM
Title: I>irector. Real ~.Asse1II

APPROVED AS TO FORM AND LEGALITY:

Date: '1- -~ - c;F4. MICHAEL J. AGUIRRE, San Diego City Attorney

VB/nb
7/17/2007
1:IWP0\2007IBALOTSKYICONSENT TO SUBLEASE AGREEMENT-BAJA CANVAS.doc
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SUBLEASE

between

DRISCOLL MISSION BAY LLC,
a California limited liability company,

as Landlord,

and

Baja Canvas & Upholstery,
a California Company,

as Tenant,

for a portion of
MISSION BAY MARINA

San Diego, California

dated May 27, 2005

~
. 17y_"",' B' ,
~.... .

.-,~ . - .'. ~~ .' .. :£~ . ..~ .~;J- (
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SUBLEASE

THIS SIJBLEASE ("Sublease"), dated for reference purposes only as of May 27, 2005, is
entered into by and between DRISCOLL MISSION BAY LLC, a California limited liability company,
("Sublandlord") and Baja Canvas & Upholstery, a California Company _
("Subtenant"), with reference to the following facts:

A. Master Lease. Sublandlord is the successor "Lessee" under that certain Lease dated
March 5, 1979, between the CITY OF SA,\[ DIEGO, a municipal corporation ("City"), as Lessor, and
MISSION BAY MARINA, a California limited partnership, as Lessee, a copy of which is attached hereto
as Exhibit A and incorporated herein by reference (as amended from time to time, the "Master Lease"),
for certain leased premises in Quivira Basin at Mission Bay Park, San Diego, California, commonly
known as "Mission Bay Marina" and more particularly described in the Master Lease (the "Master
Premises").

B. Sublease. Sublandlord desires to sublease to Subtenant that portion of the Master
Premises described on Exhibit B (the "Subleased Premises") and Subtenant desires to sublease the
Subleased Premises from Sublandlord, on the terms and conditions provided in this Sublease. The
Subleased Premises is located in a building ("Building") located on the Master Premises.

NOW, THEREFORE, in consideration of the foregoing and the agreements contained herein,
Sublandlord and Subtenant agree as follows:

1. Sublease. Sub landlord hereby subleases the Subleased Premises to Subtenant, and
Subtenant hires and takes the Subleased Premises from Sublandlord, on the terms and conditions set forth
in this Sublease. Sublandlord also grants to Subtenant, subject to the terms of this Sublease and on all the
terms and conditions set forth herein, nonexclusive rights to use the driveways, parking areas and other
common areas of the Master Premises (collectively, the "Common Area").

2. Term.

2.1 Primary Term. The term of this Sublease (the "Term") shall commence on
June 1, 2005_ (the "Commencement Date") and shall expire at midnight two years (2) years thereafter,
on May 31, 2007 (the "Expiration Date"), subject to earlier termination as provided in this Sublease.

2.2 Option to Extend. In the event this Sublease is in full force and effect,
Subtenant has the option to extend the initial Term of this Sublease for four (4) extension periods of one
(I) year each, Each one year extension period, if exercised, is referred to in this Sublease as an "Option
Term." Each Option Term shall be subject to all the terms and provisions of this Sublease except for a
change in the Base Rent. In the event that Subtenant elects to exercise its option to extend the initial
Term or any Option Term, Subtenant shall provide written notice (the "Exercise Notice") to Sublandlord
no later than three (3) months prior to the Expiration Date or, if exercised during an Option Term, three
(3) months prior to the end of the then current Option Term. For the purpose of this Section 2.2, the
phrase "in full force and effect" shall mean the following: (i) the Sublease has only been modified by the
written mutual agreement of the parties and not by court order or as a part of a bankruptcy or other
debtor-related procedure or proceeding; (ii) Subtenant has not unilaterally repudiated any terms of the
Sublease; (iii) Subtenant is not then in Default under the Sublease (and will not be in Default on the last
day of the initial Term or any Option Term); and (iv) Sublandlord has not given a notice of a Default to
Subtenant on more than three (3) occasions since thc Commencement Date. Subtenant's options to extend
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are personal to Subtenant and cannot be exercised by any other party. Subtenant shall have no right to
extend the Term or any Option Term except as set forth in this Section 2.2.

[Option J - Percentage Increase for each year of Option Term]

2.3 Increase in Ba~e Rent During Option Terrms). The Base Rent for each Option
Term shall be increased by ten percent (10%) over the Base Rent in effect during the last month of the
initial Term or the then-existing Option Term, as the case may be. Unless the context of the reference
clearly requires a different interpretation, any reference to the word "Term" shall include any Option
Term for which Subtenant has properly exercised its rights to extend as set forth in Section 2.2, above.

[Option 2 - Market Rate Determination for each year of Option Term]

2.3 Increase in Base Rent During Ootion Term(s). Base Rem shall be payable (and
shall be subject to adjustment) during the Option Term in accordance with Section 3 of this Sublease, except
that the amount of Base Rent payable for the Option Term shall be computed using the then existing Market
Rental Rate. The "Market Rental Rate" shall mean the projected prevailing market rental rates and other
generally applicable economic terms and conditions which a willing, comparable, new non-renewal, non-
equity tenant would pay, and which a willing landlord of comparable commercial space in a marina complex
in the immediate market area of the Building would accept, projected to be paid as of the commencement of
the applicable Option Term. In making a determination of Market Rental Rate, Sublandlonl shall take into
account items that professional real estate appraisers customarily consider, including, but not limited to, rental
rates, fixed rental rate versus percentage rent, availability of similar commercial space, tenant size, tenant
improvement allowances over building standard, free rent and any other concessions projected to be offered
for such similar commercial space as of such date. For reference purposes only, the Market Rental Rate used
to determine Base Rent for the initial Term was $1.09 per square foot and took into consideration, among
other things, the costs which would be incurred by Subtenant during the initial Term for extensive tenant
improvements to the Subleased Premises.

Sublandlord shall, within ten (10) business days after receipt of the Exercise Notice
for any Option Term), deliver to Subtenant a written determination of the then Market Rental Rate as
determined by Sublandlord using the criteria set forth above ("Sublandlord's Determination"). Subtenant
shall have ten (10) business days from the date of Sub landlord's delivery to notify Sublandlord in writing of
Subtenant's acceptance of Sublandlord's Determination or deliver to Sublandlord a written statement of
Subtenant's determination of the then Market Rental Rate using the criteria set forth above ("SUbtenant's
Determination"). If Subtenant does not deliver to Sublandlord the Subtenant's Determination within this 10
day period, Subtenant shall be deemed to have accepted the Sublandlord's Determination and the Market
Rental Rate stated in the Sublandlord's Determination shall be used to determine the Base Rent payable tor
the applicable Option Term. If Subtenant does deliver the Subtenant's Determination within this 10 day
period, then Sublandlord and Subtenant will have ten (10) days from the date of delivery of Subtenant's
Determination to negotiate a Market Rental Rate acceptable to both Sublandlord and Subtenant (the
"Negotiating Period").

If no agreement can be reached as to the Market Rental Rate within the Negotiating
Period, then, within three (3) days after the Negotiating Period expires, Subtenant and Sublandlord shall
mutually appoint a certified M.A.I. appraiser who has at least five (5) years full-time commercial appraisal
experience. If Sublandlord and Subtenant are unable to agree on an appraiser, either of the parties to this
Sublease, after giving five (5) days prior written notice to the other party, may apply to the then president of
the San Diego As~ociation .of Realtors ("SDAR") for the selection of an appraiser who meets the forcgoing
qualifications, which selection shall be made within three (3) days. The appraiser selected by the president of
SDAR shall be a person who has not previously aeted in any capacity for either party. The appraiser shall,
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within ten (10) days of his appointment, review the Sublandlord's Detennination and Subtenant's
Determination of the Market Rental Rate and such other information as he shall deem necessary and shall
determine which of the two is closer to the actual Market Rental Rate. The appraiser shall be instructed, in
deciding whether the Sublandlord's Determination or the Subtenant's Determination is closer to tile actual
Market Rental Rate, to use the criteria as to Market Rental Rate set forth above. The appraiser shall not
establish his own Market Rental Rate, and must select either Sublandlord ' s or Subtenant's Determination and
shall immediately notify the parties in writing of his selection. The Market Rental Rate determined by
Sub landlord or Subtenant and selected as the one closer to the actual Market Rental Rate by the appraiser,
shall be the Market Rental Rate used to determine the Base Rent payable for the applicable Option Tenn.
Each of the parties shall bear one-half me cost of the appraiser.

If the Market Rental Rate shall not have been determined by the commencement of
the applicable Option Term, Subtenant shall continue to pay the Base Rent payable as of the month
immediately preceding such commencement until the Market Rental Rate is established at which time there
shall be an adjustment between the parties so that the Base Rent established for the applicable Option Term
using the Market Rental Rate shall be retroactive to the commencement of that Option Term.

Notwithstanding the foregoing, in no event shall the Base Rent for any Option Term
be less than the scheduled Base Rent payable by Subtenant during the calendar month inunediate1y preceding
the commencement of the applicable Option Term.

This procedure for determination of Market Rental Rate shall be followed to
determine Base Rent for each Option Term.

3. Rent.

3. I Base Rent. Subtenant agrees to pay Sublandlord monthly rent ("Base Rent") in
advance according to the following schedule, beginning on the Commencement Date, and continuing on
the first day of every month thereafter, during the initial Term of this Sublease.

Months 1-6
Months 7-12
Months 13-24

$1,000.00 per month
$1,227.60 per month
$ I ,227.60 per month

3.2 Percentage Rent. In addition to Base Rent, Subtenant agrees to pay to
Sublandlord monthly percentage rent ("Percentage Rent") in amounts calculated as set forth below.
Percentage Rent shall be paid on or before the 20th day of each month during the Term based on
Subtenant's Gross Income for the immediately preceding month.

Percentage Rent shall be calculated in the same manner and at the same rates as
set forth in the Master Lease and as adjusted from time to time under the provisions of the Master Lease,
the provisions of which relating to Percentage Rent are incorporated herein by reference. For the
purposes of this Sublease, the term "Gross Income" shall have the same meaning as attributed to that
term in the Master Lease, the provisions of which are incorporated herein by reference. .

Subtenant acknowled~es receipt of a copy of the provisions of tbe Master
Lease currently in effect dealing with Percentage Rent and Gross Income.
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3.3 Additional Rent. In addition to Base Rent and Percentage Rent, Subtenant agrees

to pay to Sublandlord as additional rent ("Additional Rent"), at times specified in this Sublease: (i) the
Common Area Expenses payable as provided in Article 5, and (ii) any other amounts that Subtenant
assumes or agrees to pay under the provisions of this Sublease that are owed to Sub landlord, including,
without limitation, any and all other sums that may become due by reason of any Default of Subtenant or

. Subtenant's failure to comply with the agreements, terms, covenants and conditions of this Sublease to be
performed by Subtenant.

3.4 Increase in Base Rent Resulting from Increase in Percentage Rental under Master
Lease. All Rent (as that term is defined below) received by Sublandlord under this Sublease is included
in "gross income" as that term in defined in the Master Lease. Sublandlord is required to pay percentage
rent to the City under the Master Lease based on Sublandlord's gross income generated by business
conducted on the Master Premises. In the event Master Landlord increases the percentage rent payable
under the Master Lease attributable to Rent paid under this Sublease, the Base Rent under this Sublease
shall be increased by that amount required for Sublandlord to receive the same net Base Rent after the
increase in percentage rent as it received immediately prior to the increase in percentage rent by the City.

3.5 Rent. Base Rent, Percentage Rent and Additional Rent shall together be referred
to in this Sublease as "Rent." Rent shall be paid to Sublandlord in lawful money of the United States of
America at the office of Sublandlord or to such other person or at such other place as Sublandlord may
from time to time designate in writing. All Rent and other monetary obligations shall be paid by
Subtenant without notice or demand and without set-off, counterclaim, recoupment, abatement,
suspension, deferment, diminution, deduction, reduction or defense.

3.6 Proration. In the event that Rent commences wit.h respect to the Subleased
Premises on a day other than the first day of a calendar month, Rent shall be prorated with respect thereto
on the basis of a thirty (30) day month and shall be due and payable tor such prorated portion of the
month on the date that Rent commences.

4. Security Deposit. On execution of this Sublease, Subtenant shall deposit with
Sublandlord a cash "Security Deposit" in the amount of One Thousand Two Hundred Twenty-Seven and
60/100 Dollars ($1,227.60). The Security Deposit shall be held by Sublandlord as security for the timely
and faithful performance by Subtenant of all of Subtenant's obligations under this Sublease. Sub landlord
may apply all or part of the Security Deposit to any unpaid Rent or other charges due from Subtenant, to
cure any other Subtenant Default(s) after expiration of any applicable cure period, or to clean or repair
damages to the Subleased Premises upon expiration or earlier termination of this Sublease. If
Sublandlord uses any part of the Security Deposit, Subtenant shall restore the Security Deposit to its full
amount within ten (10) days after Sub landlord's written request, No interest shall be paid on the Security
Deposit. Sublandlord shall not be required to keep the Security Deposit separate from its other accounts,
and no trust relationship is created with respect to the Security Deposit. After both (a) the termination of
this Sublease and (b) Subtenant's vacation of the Subleased Premises, Sublandlord, within a reasonable
time, shall refund or credit to Subtenant (or Subtenant's successor) the unused portion of the Security
Deposit and any advance Rent or other advance payments made by Subtenant to Sublandlord after
dcduction for any purposes permitted by this Section 4.

5. Common Area Expenses.

5.1 Payment of Subtenant's Share of Common Area Expenses. Each month during
the Term, Subtenant shall pay to Sub landlord, as Additional Rent, one-twelfth (1I12th) of an amount
reasonably estimated by Sublandlord to be SUbtenant's Pro Rata Share (as defined below) of the total
annual Common Area Expenses. SUbtenant's "Pro Rata Share" is ten per cent (10%), which percentage
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has been determined by dividing the approximate rentable square footage of the Subleased Premises by
the total approximate square footage of all of the buildings in the Master Premises. It is understood and
agreed that the square footage figures used to make these calculations may not be strictly calculated
pursuant to BOMA standards and are approximations which Sub landlord and Subtenant agree are
reasonable and shall not be subject to revision. Sub landlord may adjust its estimate of such expenses at
the end of any calendar quarter on the basis of Sublandlord's experience and reasonably anticipated costs.

Following the end of each calendar year (and also after the date of expiration or
sooner termination of this Sublease), Sublandlord shall furnish to Subtenant a statement showing in
reasonable detail the Common Area Expenses during such calendar year (or portion thereof prior to the
expiration or sooner termination of this Sublease). If Subtenant's share of such costs exceeds Subtenant's
payments made during the prior calendar year, Subtenant shall pay Sublandlord the deficiency within
twenty (20) days after receipt of such statement. If Subtenant'S payments of Common Area Expenses
during the prior calendar year exceed its actual Pro Rate Share, Subtenant shall be entitled to credit the
excess to its next monthly payment(s) of the Pro Rata Share until the credit is exhausted.

5.2 Definition of Common Area Expenses. As used in this Sublease, the term
"Common Area Expenses" shall include, without limitation, all amounts paid by Sub landlord for the
maintenance, repair, replacement, operation and management of the Common Area, together with an
administrative fee equal to ten percent (10%) of all such amounts. In addition to those expenses
specifically mentioned in Sections 9.1, 10.1, 10.2 and 14.1, below, Common Area Expenses shall include,
without limitation, the costs of gardening; landscaping; repaving, resurfacing, and restriping of all parking
areas; maintenance of all walkways and stairways; property management; exterior building painting;
lighting and other utilities; cleaning; common area trash removal; depreciation and replacement of
equipment; insurance on the Common Area; and all real property taxes and/or assessments levied against
the Master Premises.

6. Use.

6.1 Use. Subtenant shall use the Subleased Premises for Canvas & Upholstery
Repair and Fabrication, and shall not use the Subleased Premises, or permit or suffer the Subleased
Premises to be used, for any other purpose without the prior written consent of Sublandlord, which
consent may be withheld in Sublandlord's sole and unfettered discretion .

. 6.2 Compliance with Law. Subtenant shall usc the Subleased Premises in
compliance with all current or future federal, state and local laws and regulations, and all covenants,
conditions and restrictions applicable to the Master Premises. Subtenant shall not use or occupy the
Subleased Premises in violation of any law, regulation or covenant, condition or restriction applicable to
the Master Premises, or the certificate of occupancy issued for the Building and shall, upon five (5) days
written notice from Sublandlord, discontinue any use of the Subleased Premises which is declared by any
governmental authority having jurisdiction to be a violation of law or of said certificate of occupancy.
Subtenant shall, at its expense, comply with any direction of any governmental authority having
jurisdiction which shall, by reason of the nature of Subtenant's use or occupancy of the Subleased
Premises, impose any duty upon Subtenant or Sublandlord with respect to the Subleased Premises or with
respect to the use or occupation thereof.

6.3 Insurance Requirements. The insurance to be initially carried by Sub landlord
and Subtenant pursuant to the provisions of Article 14 shall be consistent with the actual use of the
Subleased Premises. Thereafter, if the use of the Subleased Premises changes to another use permitted
under Section 6.1 such insurance shall, to the extent available, be consistent with such changed lise.
Subtenant shall not do or permit to be done anything which will invalidate or increase the cost of any fire,
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extended coverage or any other insurance policy covering the Master Premises. Subtenant shall comply
with all rules, orders, regulations and requirements of the insurers of the Master Premises. Subtenant
shall promptly, upon demand, reimburse Sub landlord for any additional premium charged for any policy
by reason of Subtenant's failure to comply with the provisions of this Section.

6.4 Key to Subleased Premises. Subtenant shall deliver to Sublandlord all keys to
locks to doors in the Subleased Premises for the purpose of emergency access. Additionally, if requested
by Sub landlord, or required by a government agency, Subtenant agrees to maintain a duplicate set of keys
in a fire department controlled lock box located on the Subleased Premises or at a central location on the
Master Premises as directed by Sublandlord.

6.5 Exterior Changes. Subtenant shall make no changes to the exterior of the
Building without the prior written approval of Sublandlord, which approval may be withheld in
Sublandlord's sole and unfettered discretion. Subtenant acknowledges that all exterior changes are also
subject to written approval of the City.

6.6 Signs. No sign, advertisement or notice which is visible outside the Subleased
Premises shall be exhibited, painted or affixed by Subtenant or any part of the Subleased Premises, or on
any part of thc exterior of the Building, without the prior written consent of Sublandlord, which consent
may be withheld in Sublandlord's sole and unfettered discretion. All such signage shall be in compliance
with applicable laws. Such signs shall be installed at Subtenant's sole cost, and the cost of removing such
signs and repairing the Building at the end of the term of the Sublease shall be paid by Subtenant.

6 .7 Load Rating. No equipment weighing in excess of the load per square foot
which such floor was designed to carry, or which is allowed by law, shall be placed upon the Subleased
Premises.

6.8 Unlawful Purpose. Subtenant shall not allow the Subleased Premises to be used
for unlawful purposes, nor shall Subtenant cause, maintain or permit any nuisance or waste in or on the
Subleased Premises.

7. Common Area.

7.1 Common Area - Definition. The term "Common Area" is defined as all areas and
facilities outside the Subleased Premises and any other sub-tenant's premises and within the exterior
boundary line of the Master Premises that are provided and designated by Sublandlord from time to time
for the general nonexclusive usc of Sub landlord, Subtenant and other subtenant(s) and their respective
employees, suppliers, shippers, customers and invitees, including but not limited to common entrances,
corridors, stairways and stairwells, public restrooms, mechanical and electrical rooms, parking areas to
the extent not otherwise prohibited by this Sublease, loading and unloading areas, trash areas, roadways,
sidewalks, walkways, parkways, ramps, driveways, landscaped areas and decorative walls. Sublandlord
shall have the right to exclude any portion of the Building and Master Premises other than the Subleased
Premises from the Common Area under this Sublease.

7.2 Common Area - Rules and Regulations. Subtenant agrees to abide by and conform to the
rules and regulations adopted by Sublandlord from time to time with respect to the Building and Common
Area, and to cause its employees, suppliers, shippers, customers, and invitees to so abide and conform.
Sublandlord or such other person(s) as Sublandlord may appoint shall have the exclusive control and
management of the Common Area and shall have the right, from time to time, to modify, amend and
enforce said rules and regulations. Sublandlord shall not be responsible to Subtenant for the non-
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compliance with said rules and regulations by other subtenants of the Master Premises, their agents,
employees and invitees.

7.3 Common Area Changes. Sublandlord shall have the right, in Sublandlord's sole
discretion, from time to time:

(a) To make changes to the interior and exterior of the Building and to the
Common Area, including, without limitation, changes in the location of structures in Common Area,
construction of additional buildings and other structures in the Common Area and changes to the size,
shape, and appearance of the Common Area, including but not limited to the driveways, entrances,
parking spaces, parking areas, loading and unloading areas, ingress, egress, direction of traffic, decorative
walls, landscaped areas and walkways; provided, however, Sublandlord shall at all times provide the
parking facilities required under this Sublease.

(b) To close temporarily any of the Common Area for maintenance and
repair and replacement purposes so long as reasonable access to the Subleased Premises remains
available;

(c) To add additional improvements to the Common Area;

(d) To use the Common Area while -engaged in making additional
improvements, repairs or alterations to the Master Premises, or any portion thereof; and,

(e) To do and perform such other acts and make such other changes in, to or
with respect to the Common Area and Sublandlord may, in the exercise of sound business judgment,
deem to be appropriate.

7.4 Parking. Subtenant shall be entitled to the nonexclusive use of the vehicle
parking spaces, on an unreserved and unassigned basis, on those portions of the Common Area designated
by Sub landlord for parking purposes from time to time. Subtenant shall not use more parking spaces than
allotted to Subtenant hereunder. Said parking spaces shall be used only for parking by vehicles no larger
than full size passenger automobiles or pickup trucks. Subtenant shall not permit or allow any vehicles
that belong to or that are controlled by Subtenant or Subtenant's employees, suppliers, shippers, customers
or invitees to be loaded, unloaded or parked in areas other than those designated by Sublandlord for such
activities. If Subtenant permits or allows any such activities other than in the spaces designated for the
same, then Sublandlord shall have the right, without notice, and in addition to such other rights and
remedies that it might have under this Sublease or at law, to remove or tow away the vehicle involved and
charge the cost thereof to Subtenant, which cost shall be immediately payable upon demand by
Sublandlord as Additional Rent.

8. Condition of Subleased Premises.

8.1 No Representation. Subtenant acknowledges that neither Sublandlord nor any
agent of Sublandlord has made any representations or warranties, express or implied with respect to (i)
the condition of the Subleased Premises, the Building or the Master Premises, (ii) the suitability of the
Subleased Premises for Subtenant's purposes (iii) the location, lise, design, merchantability, fitness for use
for a particular purpose, condition or durability of the Subleased Premises or the Building, (iv) the
prospect or ability to make a profit in the operation of a business in the Subleased Premises, (v) the
existence of Hazardous Materials (as defined in Section 24.6) in, on Or adjoining the Building or the
Master Premises, (vi) the quality of the material or workmanship in the Building or the Subleased
Premises, (vii) the future use or uses of the Building or the Master Premises, and/or (vii) the continuation
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of any current business or the prospect for new or additional businesses in the Building, in the Master
Premises, or on properties adjacent to or near the Master Premises. All risks incidental to the condition
and use of the Subleased Premises shall be borne by Subtenant. Except as expressly provided in this
Sublease, IN THE EVENT OF At\TY DEFECT OR DEFICIENCY OJ<' ANY NATURE IN THE
SliBLEASED PREMISES OR ANY FIXTURE OR OTHER ITEM CONSTITUTL\TG A
PORTION THEREOF, WHETHER PATENT OR LATENT, LANDLORD SHALL NOT HAVE
ANY RESPONSIBILITY OR LIABILITY WITH RESPECT THERETO.

SUBTENANT AGREES THAT IT IS TAKL'JG THE SUBLEASED
PREMISES IN At'J "AS-IS, WHERE-IS" CONDITION WITH ALL FAULTS AND WITH
ABSOLUTELY NO REPRESENT ATIONS AND WARRANTIES.

8.2 Walk-Through Inspection. Subtenant acknowledges and agrees that at or before
the signing of this Sublease, he inspected the Subleased Premises and, as set forth in Section 8.1, above,
accepted the Subleased Premises in their then existing condition. On or before the Commencement Date,
Sublandlord and Subtenant shall conduct a walk-through inspection of the Premises and prepare a list of
those items relating to the Subleased Premises which are not then in substantially the same condition as
existed at the time of the signing of the Sublease. The taking of possession of the Subleased Premises by
Subtenant shall establish conclusively that the Subleased Premises existed on the Commencement Date in
substantially the same condition as of the date of the signing of the Sublease, except for list items set forth
in this list, Sublandlord shall promptly perform such maintenance and repairs as are required to bring the
items on the list to a condition substantially the same as existed at the time of the signing of the Sublease.

9. Utilities and Services.

9.1 Utilities Provided. Sublandlord shall furnish to the Subleased Premises
reasonable quantities of water, sewer, gas, electricity and trash removal as required for Subtenant's use.
The cost of these utilities shall be Common Area Expenses.

9.2 Utilities and Services Not Provided. Subtenant shall arrange, and pay the
supplier directly, for all telephone and (except as provided in Section 9.1) all other utilities and services
supplied to the Subleased Premises, together with any connection charges and taxes thereon.

9.3 No Liability. Sublandlord shall not be liable for, nor shall any eviction of
Subtenant result from, the failure of any such utility or service to be furnished to the Subleased Premises,
whether such failure is caused by accident, breakage, repairs, strikes, lockouts or other labor disturbances
or labor disputes of any character, governmental regulation, moratorium or other governmental action. In
the event of such failure, Subtenant shall not be entitled to any abatement or reduction of Rent, nor shall
Subtenant be relieved from the operation of any covenant or agreement of this Sublease.

9.4 No Increase in Requirements. Subtenant shall not, without the prior written
consent of Sublandlord, use any device in the Subleased Premises, including without limitation special
equipment or machines, which will in any way unreasonably increase the amount of electricity or water
used in or other services provided to the Subleased Premises over that provided to the Subleased
Premises at the Commencement Date. Subtenant shall pay to Sublandlord as Additional Rent an amount
equal to all costs incurred by Sublandlord to provide such excess services and utilities, which payment
shall be made by Subtenant within thirty (30) days of the date of the invoice for these costs.

10. Repairs and Maintenance.
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10.1 Common Area. Sublandlord shall maintain the Common Area in good condition,

ordinary wear and tear excepted. The costs for said repair and maintenance shall be a Common Area
Expense.

10.2 Structural and Mechanical Elements. Sublandlord shall repair and maintain the
exterior of the Building, the BUilding's foundation, the Building's mechanical elements (i.e., the heating,
ventilating, and air-conditioning systems servicing the Subleased Premises, and the unexposed electrical,
plumbing, and sewage systems), the structural components of the exterior walls and the structural
components of the roof of the Building. The costs for repair and maintenance of these elements shall be a
Common Area Expense.

10.3 Subtenant's Maintenance Obligations. Except for Sublandlord's obligations
pursuant to Section 10.2 above, Subtenant shall, at Subtenant's sole cost and expense, keep the Subleased
Premises and every part of the Subleased Premises in good order, condition and repair, and in compliance
with all applicable laws, ordinary wear and tear excepted and regardless of the condition of the Subleased
Premises on the Commencement Date (except for Sublandlord's obligations to repair under Section 8.2,
above, if any). Subtenant shall, upon the expiration or sooner termination of the Term, surrender the
Subleased Premises to Sublandlord in good order, condition and repair and in compliance with all
applicable laws. Subtenant's obligations shall include restorations, replacements or renewals, including
capital expenditures for restorations, replacements or renewals which will have a useful life beyond the
expiration of the Term, when necessary to keep the Subleased Premises and all improvements thereon or
a part thereof in good order, condition and repair and in compliance with all applicable laws. Except as
expressly set forth in this Sublease, it is intended by the parties hereto that Sublandlord shall have no
obligation, in any manner whatsoever, to repair or maintain the Subleased Premises, including the
improvements or equipment located therein, whether structural or nonstructural, all of which obligations
are intended to be the sole expense of Subtenant, whether or not such repairs, maintenance or restoration
shall have a useful life extending beyond the expiration of the Term. Subtenant shall further be
responsible for the cost of all alterations and/or repairs to the Subleased Premises required to bring the
Subleased Premises into compliance with any law, ordinance or regulation, including, without limitation,
the Americans with Disabilities Act. Any such repairs and alterations shall become the property of
Sublandlord upon the expiration or earlier termination of this Sublease.

10.4 No Liability. Sub landlord shall not be liable for any failure to make any repairs
or to perform any maintenance which is an obligation of Sublandlord unless such failure shall persist for
an unreasonable time after written notice of the need of such repairs or maintenance is given to
Sublandlord by Subtenant. There Shall be no abatement of Rent and no liability of Sub landlord by reason
of any injury to or interference with Subtenant's operations arising from the making of any repairs,
alterations or improvements in or to any portion of the Building or the Subleased Premises or in or to
fixtures, appurtenances and equipment therein unless such injury or interference is unreasonable.
Subtenant waives any rights under Sections 1941 and 1942 of the California CIVIL CODE or under any
law, statute or ordinance now or hereafter in effect to make repairs at Sublandlord's expense.

10.5 Damage or Destruction. Notwithstanding any of the foregoing, in the event of
fire, earthquake, flood, war or similar cause of damage or destruction, this Article 10 shall not be
applicable and the provisions of Article 15 entitled "Damage or Destruction" shall "apply and control.

II. Alterations.

11.1 No Alterations. Without Sublandlord's prior written consent, which consent
shall not be unreasonably withheld, Subtenant shall make no alterations, additions or improvements in or
to the Subleased Premises. All such alterations, additions or improvements shall be made only by
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licensed and qualified contractors or mechanics. Subtenant's contractor for performing any alterations,
additions or improvements shall be subject to Sub landlord's reasonable approval and shall maintain
appropriate insurance as reasonably required and approved by Sub landlord. Subtenant acknowledges that
any such alterations and repairs may also require the approval of the City.

11.2 Service Facilities. Subtenant agrees that there shall be no construction of
partitions or other obstructions which might interfere with free access to mechanical installations or
service facilities of the Building or interfere with the moving of Sublandlord's equipment to or from the
enclosures containing said installations or facilities. Furthermore, any work by Subtenant shall be
accomplished in such a manner as to permit any fire sprinkler system and ftre water supply lines to
remain fully operable at all times.

11.3 Compliance With Law. Subtenant covenants and agrees that all work done by
Subtenant shall be performed in full compliance with all laws, rules, orders, ordinances, directions,
regulations and requirements of all governmental agencies, offices, departments, bureaus and boards
having jurisdiction and in full compliance with the rules, orders, directions, regulations and requirements
of any applicable fire rating bureau. Subtenant shall provide Sublandlord with "as-built" plans showing
any material changes in the Subleased Premises.

11.4 Prior Notice. Before commencing any material work, Subtenant shall give
Sub landlord at least fifteen (15) days prior written notice of the proposed commencement of such work.

11.5 Property of Sublandlord. All alterations, decorations, fixtures, equipment,
additions and improvements attached to or built into the Subleased Premises, made by either party, shall,
unless Sublandlord elects otherwise at the expiration or earlier termination of the Term, become the
property of Sublandlord. If Sublandlord elects to have such alterations removed, Subtenant shall do so
and shall repair and restore the Subleased Premises to the condition they were in prior to such alterations,
all at Subtenant's sole cost.

11.6 Removal. Subtenant shall repair any damage to the Subleased Premises caused
by Subtenant's removal of any property from the Subleased Premises; and Subtenant shall only be entitled
to remove property from the Subleased Premises as expressly provided in this Sublease. During any such
restoration period, Subtenant shall pay Rent to Sublandlord as provided herein as if said space were
otherwise occupied by Subtenant.

I!. 7 Personal Property. All articles of Subtenant's personal property, including, but
not limited to, detachable machinery and equipment, furniture, ftxtures and movable partitions, which are
owned by Subtenant and installed by Subtenant at its own expense in the Subleased Premises, shall be
and remain the property of Subtenant and may be removed by Subtenant at any time during the term of
this Sublease when Subtenant is not in Default hereunder. If Subtenant shall fail to remove all of its
personal property from the Subleased Premises at the expiration or earlier termination of the Term, then
Sublandlord may, at its option, remove the same in any manner that Sublandlord may deem appropriate
and store this personal property without liability to Subtenant for loss thereof or damage thereto.
Subtenant agrees to pay Sub landlord, upon demand, any expenses incurred in such removal and storage or
Sublandlord may, at its option, without notice, sell this personal property or any of it, at a public or
private sale and without legal process, for such price as Sublandlord may obtain; and Sublandlord may
apply the proceeds of such sale against any amounts due under this Sublease from Subtenant to
Sublandlord and against any expenses incident to the removal, storage and sale of this personal property,
with any balance of the sales proceeds delivered to Subtenant. Subtenant agrees that this Sublease
constitutes a "security agreement" under the provisions of Section 9203 of the Uniform Commercial Code
- Secured Transactions, or any successor statute and, as such, Subtenant grants to Sub landlord a security
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interest in all Subtenant's personal property described in this Section 11.7, as well as all tenant
improvements made to the Subleased Premises pursuant to this Article II.

12. Liens.

12.1 No Liens. Subtenant shall keep the Subleased Premises free from any liens
arising out of work performed, materials furnished and obligations incurred by Subtenant. Subtenant
covenants and agrees that any mechanic's lien filed against the Subleased Premises for work claimed to
have been done for, or materials claimed to have been furnished to Subtenant, will be discharged by
Subtenant, by bond or otherwise, within thirty (30) days after the filing thereof, at the cost and expense of
Subtenant.

12.2 Advance by Sublandlord. Should Subtenant fail to discharge any such lien,
Sublandlord may, at Sublandlord's election, pay such claim or post a bond or otherwise provide security
to eliminate the lien as a claim against title, and the cost thereof shall be immediately due from Subtenant
as Additional Rent.

12.3 Financing Statements. In the event Subtenant shall lease or finance the
acquisition of equipment, furnishings or other personal property of a removable nature utilized by
Subtenant, Subtenant warrants that any Uniform Commercial Code Financing Statement executed by
Subtenant will, upon its face or by exhibit thereto, indicate that the personal property listed on any such
Financing Statement is located within the Subleased Premises. In no event shall the address of the
Building be furnished on the statement without qualifying language as to applicability of the lien only to
Subtenant's removable personal property. Should any holder of a Financing Statement executed by
Subtenant record or plaee of record a Financing Statement which appears to constitute a lien.against any
interest of Sublandlord or against equipment which may be located other than within the Subleased
Premises, Subtenant shall, within ten (10) days after the filing of such Financing Statement, cause (i)
copies of the Security Agreement or other documents to which the Financing Statement pertains to be
furnished to Sublandlord to show that such lien is not applicable to Sublandlord's interest, and (ii) its
lender to amend documents of record so as to clarify that such lien is not applicable to any interest of
Sublandlord in the Subleased Premises. Sublandlord shall execute such documents as are reasonably
required by Subtenant or Subtenant's lenders or equipment lessors provided the same do not in any way
alter the rights of Sublandlord under this Sublease.

13. Indemnification and Exculpation.

13.1 Indemnification by Subtenant. Subtenant agrees to indemnify the City,
Sublandlord and its lenders, partners, members, shareholders, directors, officers, attorneys, managers,
agents and employees. and their successors and assigns (collectively "Sublandlord's Indemnified
Parties") against, and to protect, defend and save them harmless from, all liability, demands, claims,
causes of action or judgments, and all reasonable expenses incurred in investigating or resisting the same
(including reasonable professional fees, including without limitation, fees for attorneys, architects,
engineers, and environmental consultants), arising out of Subtenant's failure to fully perform under this
Sublease or for death of, or injury to, any person or damage to property (i) occurring in, upon or about the
Subleased Premises, (ii) arising from our out of Subtenant's use and occupancy of the Subleased
Premises, or (iii) arising from or out of any act or omission of Subtenant, its agents, contractors,
employees, servants and tenants, except if such death or injury, or damage to property is caused solely by
the willful act or gross negligence of Sublandlord or Sublandlord's Indemnified Parties.

13.2 Indemnification by Sublandlord. Except as otherwise provided in this Article,
Sublandlord agrees to indemnify Subtenant and its shareholders, directors, officers, agents, servants and
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employees (collectively "Subtenant's Indemnified Parties") against, and to protect, defend and save
them harmless from all liability, demands, claims, causes of action or judgments, and all reasonable
expenses incurred in investigating or resisting the same (including reasonable attorneys' fees), for death
of, or injury to, any person or damage to property occuning in, upon, or about the Subleased Premises
during the term of this Sublease caused solely by the willful acts or gross negligence of Sublandlord or
Sublandlord's agents, contractors, employees, and/or servants.

13.3 No Liability of Sublandlord. Notwithstanding any provision of Sections 13.1 and
13.2 to the contrary, Sub landlord shall not be liable to Subtenant or any other party, and Subtenant
assumes all risk of damage to personal property including loss of records kept within the Subleased
Premises. Subtenant further waives any claim for injury to Subtenant's operations or loss of income
relating to any such damage or destruction of personal property, including any loss of records.

13.4 Assumption of Risk. Additionally, Sublandlord shall not be liable to Subtenant
or any other party, and Subtenant assumes all risk of damage and liability (other than as may be covered
by insurance or by a third party), resulting from any defect or malfunction of any Building system or
component of a Building system (such as HVAC, mechanical, plumbing, electrical, waste disposal, or
sewer).

13.5 Security Devices. Security devices and services provided for the Building and
Master Premises, if any, while intended to deter crime, may not in given instances prevent theft or other
criminal acts, and it is agreed that Sublandlord shall not be liable for injuries or losses caused by criminal
acts of third parties. The risk that any security device may malfunction or otherwise be circumvented by
a criminal is assumed by Subtenant. Subtenant shall, at Subtenant's cost, obtain applicable insurance
coverages to the extent Subtenant desires protection against such criminal acts. Sublandlord shall have no
continuing obligation to repair, maintain or replace any existing security devices, if any, and may remove
any such existing security devices, if any, at any time. Subtenant shall be solely responsible, at its sole
expense, to provide a safe and secure environment within the Subleased Premises for its employees,
customers, invitees and guests.

14. Insurance.

14.1 Insumnce on Building. Sublandlord shall carry insurance on the Building,
including the Subleased Premises and its improvements, to the extent such is insurable as part of the
Building (excluding improvements made to the Subleased Premises made by Subtenant), in an amount
equal to full replacement cost (without reference to depreciation taken by Sub landlord upon its books or
tax returns), or such greater insurance coverage as Sublandlord's mortgage lender requires Sublandlord to
maintain. Such insurance shall provide protection against any peril generally included within the
classification "Fire and Extended Coverage," together with insurance against sprinkler damage (if
applicable), vandalism and malicious mischief. Sublandlord shall also obtain rental loss insurance for a
period of up to one year. Sublandlord, subject to availability thereof at a reasonable premium, may, but is
not required (0, further insure, as Sub landlord or its lender deems appropriate, against flood and/or
earthquake, loss or failure of building equipment, hazardous materials risks, rental loss during the period
to repair or rebuild, worker's compensation insurance and fidelity bonds for employees employed to
perform services. The deductible limits of the "Fire and Extended Coverage" policy shall not exceed Five
Thousand Dollars ($5,000). Sublandlord shall furnish to Subtenant upon request a copy of said insurance
policy. The cost of all such insurance policies shall be Common Area Expenses.

14.2 Liability Insurance. Subtenant, at its own cost, shall procure and continue in
effect, from the Commencement Date or the at such time as Subtenant occupies the Subleased Premises,
whichever first occurs, and continuing throughout the Term and thereafter until Subtenant has fully and
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finally surrendered the Subleased Premises to Sublandlord, comprehensive public liability insurance with
limits of not less than One Million Dollars ($1,000,000) per occurrence for death, bodily injury or
property damage with respect to the Subleased Premises and insurance on all of its personal property.
The deductible amounts of such policy of insurance shall not exceed Five Thousand Dollars ($5,000).

14.3 Additional Insureds. The aforesaid insurance required of Subtenant shall name
. as additional insureds the City, Sublandlord, their officers, directors, shareholders, partners, members and
lenders, and Sublandlord's property manager, agents and representatives for the Subleased Premises. Said
insurance shall be with companies having a policyholder rating of not less than A+ and financial category
rating of Class IX in "Best's Insurance Guide." Subtenant shall cause any insurance companies issuing
policies to Subtenant to furnish certificates evidencing such coverage to Sublandlord. No such policies
shall be cancelable or subject to reduction of coverage or other modification or cancellation except after
thirty (30) days prior written notice to Sublandlord from the insurer. All such policies shall be written as
primary policies, not contributing with and not in excess of the coverage which Sublandlord may carry.
Any of Subtenant's policies may be in the nature of a "blanket policy" which specifically provides that
the amount of insurance shall not be prejudiced by other losses covered by the policy. Subtenant shall, at
least twenty (20) days prior to the expiration of any such policies, furnish Sublandlord with renewals or
binders. Subtenant agrees that if Subtenant fails to procure and maintain such insurance, Sub landlord
may (but shall not be required to) procure said insurance on Subtenant's behalf and charge Subtenant the
premiums for any such policies, together with a ten percent (10%) handling charge, payable upon
demand.

14.4 Fixtures and Other Items. Subtenant assumes the risk of damage to
improvements made to the Subleased Premises by Subtenant (even if made with the consent and approval
of Sublandlord), as well as any fixtures, goods inventory, merchandise, equipment, and personal property
of any kind owned or leased by Subtenant and maintained in the Subleased Premises. Sublandlord shall
not be liable for injury to Subtenant's operations or any loss of income therefrom relative to damage to
such items. all as more particularly set forth herein. Subtenant, at Subtenant's cost, shall carry such
insurance as Subtenant desires for Subtenant's protection with respect to the foregoing personal property
and tenant improvements, as well as business interruption losses and other loss of income.

14.5 Lender and Others. If any policy of insurance is to name Sub landlord as
additional insured, Subtenant shall, upon written request of Sub landlord, also designate as an additional
insured, and furnish certificates evidencing Sublandlord as an additional insured to, (i) any lender to
Sublandlord holding a security interest in the Building and/or (ii) the City.

14.6 Waiver of Subrogation. Sub landlord and Subtenant each hereby waive any and
all rights of recovery against the other. or against the officers, employees, agents and representatives of
the other, on account of loss or damage occasioned to such waiving party or its property or the property of
others under its control to the extent that such loss or damage is insured against under any fire and
extended coverage insurance policy which either party may have in force at the time of such loss or
damage, such waivers to continue as long as their respective insurers to permit. Any termination of such
a waiver shall be by written notice of circumstances as hereinafter set forth. Sublandlord and Subtenant,
upon obtaining the policies of insurance required or permitted under this Sublease, shall give notice to the
insurance carrier or carriers that the foregoing mutual waiver of subrogation is contained in this Sublease.
If such policies are unobtainable with such waiver or obtainable only at a premium over that chargeable
without such waiver, the party seeking such policy shall notify the other thereof, and the latter shall have
ten (10) days thereafter to either (i) procure such insurance in companies reasonably satisfactory to the
other party or (ii) agree to pay such additional premium. If neither (i) nor (ii) are done, this Section 14.6
Shall have no effect during such time as such policies are unobtainable or the party in whose factor a
waiver of subrogation is desired shall refuse to pay the additional premium. If such policies shall at any
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time be unobtainable, but subsequently shall be obtainable, neither party shall be subsequently liable for a
failure to obtain such insurance until a reasonable time after notification thereof by the other party. If the
release of either Sublandlord or Subtenant, as set forth in the first sentence of this Section 14.6 shall
contravene any law with respect to exculpatory agreements, the liability of the parry in questions shall be
deemed not released but shall be secondary to the other's insurer.

14.7 Increases in Insurance. At reasonable times, Sublandlord may require insurance
policy limits to be raised to conform with reasonable requirements of Sublandlord's lender and/or the Port
Authority, or to bring coverage limits to the level then being required of similar tenants of similar
properties; provided, however, that Sub landlord may, in any event, require insurance policy limits to be
increased in proportion to any increase in the Consumer Price Index from the date of this Sublease to the
date of the requested adjustments.

15. Damage or Destruction.

15.1 Destruction Due to Risk covered bv Insurance.

(a) If, during the Term, the Subleased Premises or the Building are totally or
partially destroyed from a risk covered by the insurance described in Section 14.1, rendering the
Subleased Premises totally or partially inaccessible or unusable, Sublandlord shall restore the Subleased
Premises or the Building to substantially the same condition as they were in immediately before
destruction, but not including any leasehold improvements made by Suhtenant. Such destruction shall not
terminate this Sublease. If the existing laws do not permit restoration and repair of the Building or the
Subleased Premises, either party can terminate this Sublease immediately by giving notice to the other
party.

(b) If the cost of the restoration exceeds the amount of proceeds received
from the insurance required under Section 14.1, SublandIord may elect to terminate this Sublease by
giving notice to Subtenant within fifteen (15) days after determining that the restoration cost will exceed
the insurance proceeds. In the case of destruction to the Subleased Premises only, if Sublandlord elects to
terminate this Sublease, Subtenant, within fifteen (15) days after receiving Sublandlord's notice to
terminate, can elect to pay to Sublandlord, at the time Subtenant notifies Sublandlord of its election, the
difference betwccn the amount of insurance proceeds and the cost of restoration, in which case
Sub landlord shall restore the Subleased Premises. Sublandlord shall give Subtenant reasonably
satisfactory evidence that all sums contributed by Subtenant as provided in this Section 15.1 have been
expended by Sublandlord in paying the cost of restoration.

(c) If SubJandlord elects to terminate this Sublease and Subtenant does not
elect to contribute toward the cost of restoration as provided in this Section 15.1, this Sublease shall
terminate.

15.2 Destruction Due to Risk Not Covered by Insurance.

. (a) . If, during the Term, the Subleased Premises or the Building are totally or
partially destroyed from a nsk not covered by the insurance described in Sections 14.1, above, rendering
the Subleased Premises totally or partially inaccessible or unusable, Sub landlord shall restore the
Subleased Pre~ises or the BUil~ing to substantially the Same condition as they were in immediately
before dest~cl1on. Such destructIOn. shall not terminate this Sublease. If the existing laws do not permit
the restoration, either party can terminate this Sublease immediately by giving notice to the other party.
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(b) The provisions of Section 15.2(a) notwithstanding, if the cost of

restoration exceeds five percent (5%) of the then replacement value of the Subleased Premises or the
Building that are destroyed, Sublandlord can elect to terminate this Sublease by giving notice to the
Subtenant within fifteen (15) days after determining the restoration cost and replacement value.

(c) In the case of destruction to the Subleased Premises only, if Sublandlord
elects to terminate this Sublease, Subtenant, within fifteen (15) days after receiving Sublandlord's notice
to terminate, can elect to pay to Suhlandlord, at the time Subtenant notifies Sublandlord of its election, the
difference between five percent (5%) of the then replacement value of the Subleased Premises and the
actual cost of restoration, in which case Sub landlord shall restore the Subleased Premises. Sublandlord
shall give Subtenant reasonably satisfactory evidence that all sums contributed by Subtenant as approved
in this Section 15.2 have been expended by Sublandlord in paying the cost of restoration.

(d) If Sublandlord elects to terminate this Sublease and Subtenant docs not
elect to perform the restoration or contribute toward the cost of restoration as provided in this Section
15.2, this Sublease shall terminate.

15-3 Extent of Sublandlord's Obligation to Restore. If Sublandlord is obligated to or
elects to repair or restore as herein provided, Sublandlord shall be obligated to repair or restore only those
portions of the Building and the Subleased Premises as existed on the Commencement Date and for
which insurance proceeds arc available to pay the costs to repair or restore; the repair and restoration of
Subtenant's special tenant improvements or tenant's personal property shall be the obligation and sole
expense of Subtenant.

15.4 Release. Upon any termination of this Sublease under any of the provisions of
this Article IS, the parties each Shall be released from further obligation to the other under this Sublease
for Rent and other claims arising from and after the date of termination. However, termination of this
Sublease shall not relieve either party from any obligation to the other existing prior to the date of
termination, which obligations shall remain in full force and effect.

15.5 Abatement of Rent. In the event of repair, reconstruction or restoration as herein
provided, Base Rent to be paid under this Suhlease shall be abated as of the date of damage or destruction
until the completion of the repairs and thc restoration, but only to the extent to which Subtenant's use of
the Subleased Premises is materially impaired during the period of such repair, reconstruction or
restoration. If Sublandlord provides Subtenant with other space during the period of repair which is
reasonably suitable for the temporary conduct of Subtenant's operations, the Base Rent shall not be
abated. Subtenant shall not be entitled to any compensation or damages from Sublandlord occasioned by
any such damage, repair, construction or restoration.

15.6 Damage at End of Term. Notwithstanding anything to the contrary contained in
this Article IS, Sublandlord shall have no obligation whatsoever to repair, reconstruct or restore the
Subleased Premises when the damage resulting from any casually covered WIder this Article occurs
during the last twelve (12) months of the Term. In the event Sublandlord elects not to repair, reconstruct
or restore the Subleased Premises when the damage resulting from any casualty covered under this Article
occurs during the last twelve (12) months of the term of this Sublease, Subtenant may, by written notice
delivered to Sublandlord within ten (10) days after receipt by Subtenant of Sublandlord's notice of its
election not to repair, reconstruct or restore the Subleased Premises, elect to terminate this Sublease.

16. Eminent Domain.
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16.1 Taking. If the Subleased Premises or any material portion of the Subleased

Premises are taken under the power of eminent domain or similar governmental action, either party may
terminate this Sublease effective as of the date possession is required to be surrendered to the condemning
authority.

16.2 Restoration. Upon any taking, if this Sublease is not terminated pursuant to
Section 16.1 above, then Sub landlord promptly shall proceed to restore the Subleased Premises to
substantially their same condition, to the extent reasonably possible, prior to such partial taking, If such
restoration has been completed, thereafter Base Rent shall be abated proportionately based on the
percentage of the rental value of the Subleased Premises after such taking as compared to the rental value
of the Subleased Premises prior to such taking.

16.3 Award. Subtenant shall be entitled to any award which is specifically awarded as
compensation for the taking of Subtenant's personal property and fixtures, including excess tenant
improvements which were installed at Subtenant's expense and for costs of Subtenant moving to a new
location. All other compensation awarded for such taking shall belong to SubJandlord.

17. Defaults and Remedies.

17.1 Late Charge. Late payment by Subtenant to Sublandlord of Rent or other sums
due will cause Sublandlord to incur costs not contemplated by this Sublease, the exact amount of which is
extremely difficult to ascertain. Such costs include, but are not limited to, processing and accounting
charges, attorneys' charges, late payment charges on a mortgage, and so forth. In the event that Subtenant
shall be in Default for late payment under Section 17.4(a) hereof for more than three (3) days after notice
from Sublandlord, subtenant shall pay to Sublandlord a late charge in an amount equal to ten percent
(10%) of the unpaid Rem for each month that an installment of Rent remains unpaid, which Sublandlord
and Subtenant agree is not a penalty but is a reasonable estimate of the expenses Sublandlord may incur
as a result of such late payment. In the event of any such late payment, in addition to the foregoing late
charge, the amount unpaid shall bear interest at Bank of America's "reference rate" plus three percent
(3%) per annum. Such interest shall be calculated from the date such amount was due and payable until
the same shall have been fully paid.

17.2 No Waiver. No payment by Subtenant or receipt by Sub landlord of a lesser
amount than that due shall be deemed to be other than on account of the amount due, nor shall any
endorsement or statement on any check or any letter accompanying any check or payment be deemed an
accord and satisfaction, and Sublandlord may accept such check or payment without prejudice to
Sub landlord's right to recover the balance or pursue any other remedy provided. If at any time a dispute
shall arise as to any amount or sum of money to be paid by Subtenant to Sub landlord, Subtenant shall
have the right to make payment "under protest" and such payment shall not be regarded as a voluntary
payment, and Subtenant shall have the right to institute suit for recovery of the payment paid under
protest.

17.3 Performance by Sublandlord. If Subtenant fails to perform any other act on its
part to be performed hereunder, Sublandlord may, without waiving or releasing Subtenant from any
obligations of Subtenant, perform such act on behalf of Subtenant. Any costs incurred by Sublandlord in
performing the obligations of Subtenant under this Section 17.3 shall be paid by Subtenant as Additional
Rent within ten (10) days of the date of an invoice for such costs.

17.4 Events of Default. The occurrence of anyone or more of the follOWing events
shall constitute a "Defa ult" hereunder by Subtenant:
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(a) The failure by Subtenant to make any payment of Rent, as and when due;

(b) The failure by Subtenant to observe or perform any obligation other than
described in Section 17.4(a) above, to be performed by Subtenant where such failure shall continue for a
period of thirty (30) days after written notice thereof from Sublandlord to Subtenant. Such notice shall be
in lieu of, and not in addition to, any notice required under California Code Of Civil Procedure 116 I;
provided that, if the nature of Subtenant's Default is such that it reasonably requires more than thirty (30)
days to cure, then Subtenant shall not be deemed to be in Default if Subtenant shall commence such cure
within said thirty (30) day period and thereafter diligently prosecute the same to completion;

(c)
Code of the United States;

Subtenant files a voluntary petition under any section of the Bankruptcy

(d) Subtenant makes a voluntary assignment for the benefit of creditors;

(e) A receiver, trustee or custodian is appointed to, or docs, take title,
possession or control of all, or substantially all, of Subtenant's assets, or any involuntary petition is filed
against the Subtenant under any chapter ofthe Bankruptcy Code of the United States, and such petition or
receiver, trustee or custodian is not dismissed within thirty (30) days;

(f) Subtenant's interest in this Sublease is attached, executed upon or
otherwise judicially seized and such action is not released within thirty (30) days of the action;

(g) Subtenant fails to comply fully with all provisions of Article 24, below,
concerning Hazardous Materials; or

(h) Subtenant fails to pay Rent, fails to pay any other monetary obligation
arising under this Sublease, or fails to perform any obligation or duty under the Existing Subleases which
arose prior to the Commencement Date.

Notices given under this Section 17.4 shall specify the alleged Default and shall demand
that Subtenant perform the provisions of this Sublease within the applicable period of time, or quit the
Subleased Premises. No such notice shall be deemed a forfeiture or a termination of this Sublease unless
Sublandlord elects otherwise in such notice.

17.5 . Remedies. In the event of a Default by Subtenant, and at any time thereafter,
with or without notice or demand and without limiting Sublandlord in the exercise of any right or remedy
which Sublandlord may have, Sublandlord shall be entitled to terminate Subtenant's right to possession of
the Subleased Premises by any lawful means, in which case this Sublease shall terminate and Subtenant
shall immediately surrender possession of the Subleased Premises to Sublandlord. In such event,
Sublandlord shall have the immediate right to re-enter and remove all persons and property, and such
property may be removed and stored in II public warehouse or elsewhere at the cost of and for the account
of Subtenant, all without service of notice or resort to legal process and without being deemed guilty of
trespass or becoming liable for any loss or damage which may be occasioned thereby. In the event that
Sublandlord shall elect to so terminate this Sublease, then Sublandlord shall be entitled to recover from
Subtenant all damages incurred by Sublandlord by reason of Subtenant's Default, including:

(a) The worth at the time of award of any unpaid Rent which had been
earned at the time of such termination; plus
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(b) The worth at the time of award of the amount by which the unpaid Rem

which would have been earned after termination until the time of award exceeds that portion of such
rental loss which Subtenant proves could have been reasonably avoided; plus

(c) 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 which Subtenant
proves could have been reasonably avoided; plus

(d) Any other amount necessary to compensate Sublandlord for all the
detriment proximately caused by Subtenant's failure to perform its obligations under this Sublease or
which in the ordinary course of things would be likely to result therefrom. including but not limited to the
cost ofrestoring the Subleased Premises to the condition required under the terms of this Sublease; plus

(e) At Sublandlord's election, such other amounts in addition to or in lieu of
the foregoing as may be permitted from time to time by applicable law.

As used in Sections 17.5(a) and 17.5(b) above, "worth at the time of award" shall be
computed by allowing interest at the rate specified in Section 17.1 above. As used in Section 17.5(c)
above, the "worth at the time of award" shall be computed by determining the present value of such
amount using the discount rate of the Federal Reserve Bank of San Francisco at the time of award plus
one percentage point.

17.6 Right of Re-Entry. In the event of a Default by Subtenant, and at any time
thereafter, with or without terminating this sublease, and with or without notice or demand and without
limiting Sublandlord in the exercise of any right or remedy which Sub landlord may have, Sub landlord
shall have the immediate right to re-enter and remove all persons and property, and such property may be
removed and stored in a public warehouse or elsewhere at the cost of and for the account of Subtenant, all
without service of notice or resort to legal process and withuut being deemed guilty of trespass or
becoming liable for any loss or damage which may be occasioned thereby. No such re-entry shall be
considered or construed to be a forcible entry by Sublandlord. If Sub landlord does not elect to terminate
this Sublease as provided in this Section, then Sublandlord may, from time to time, recover all Rent as it
becomes due under this Sublease pursuant to California Civil Code 1951.4. At any time thereafter,
Sub landlord may elect to terminate this Sublease and to recover damages to which Sublandlord is entitled.

17.7 Proceeds of Reletting. In the event Sublandlord elects to terminate this Sublease
and relet the Subleased Premises, it may execute any new lease in its own name. Subtenant hereunder
shall have no right or authority whatsoever to collect any Rent or other sums from such tenant. The
proceeds of any such reletting shall be applied as follows:

(a) First, to the payment of any indebtedness other than Rent due hereunder
from Subtenant to Sub landlord, including but not limited to storage charges or brokerage commissions
owing from Subtenant to Sublandlord as the result of such relctting;

(b) Second, to the payment of the costs and expenses of reletting the
Subleased Premises, including alterations and repairs which Sublandlord deems reasonably necessary and
advisable, and reasonable attorneys' fees incurred by Sub landlord in connection with the retaking of the
Subleased Premises and such reletting;

hereunder; and
(c) Third, to the payment of Rent and other charges due and unpaid
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(d) Fourth, to the payment of future Rem and other damages payable by

Subtenant under this Sublease.

17.8 Remedies Non-exclusive. All rights, options and remedies of Sublandlord
contained in this Sublease shall be construed and held to be nonexclusive and cumulative. Sublandlord
shall have the right to pursue any or all of such remedies or any other remedy or relief which may be
provided by law, whether or not stated in this Sublease. No waiver of any Default of Subtenant hereunder
shall be implied from the acceptance by Suhlandlord of any Rent or other payments due hereunder or any
omission by Sublandlord to take any action on account of such Default if such Default persists or is
repeated, and no express waiver shall affect Defaults other than as specified in said waiver.

17.9 No Relief. Termination of this Sublease or Subtenant's right to possession by
Sublandlord shall not relieve Subtenant from any liability to Sub landlord which has theretofore accrued or
shall arise based upon events which occurred prior to the later of (i) the date of Sublease termination, or
(ii) the date possession of Subleased Premises is surrendered to Sublandlord.

17. I 0 Right to Cure. Sublandlord shall not be in default hereunder unless Sublandlord
fails to perform an obligation required of Sublandlord within a reasonable time, but in no event later than
thirty (30) days after written notice by Subtenant specifically identifying the obligation Sublandlord has
failed to perform; provided, however, that if the nature of Sub landlord's obligation is such that more than
thirty (30) days are required for performance, then Sublandlord shall not be in default if Sublandlord
commences performance within such thirty (30) day period and thereafter diligently prosecutes the same
to completion.

17.11 Lender's Right to Cure. In the event of any default on the part of Sublandlord,
Subtenant shall give notice, by registered or certified mail, at any address provided to Subtenant, to any
beneficiary of a deed of trust or mortgagee of a mortgage covering the Building or Subleased Premises
whose address shall have been furnished to Subtenant and Subtenant shall offer such beneficiary or
mortgagee a reasonable opportunity to cure the default, not to exceed Sublandlord's cure period plus
thirty (30) days.

18. Assignment or Subletting.

18.1 Assignment. Except as provided in this Article 18, Subtenant shall not, either
voluntarily or by operation of law, assign, sell, hypothecate or transfer this Sublease or permit all or any
part of the Subleased Premises to be used or occupied as work space, storage space, mailing privileges,
concession or otherwise by anyone other than Subtenant, Subtenant's members or Subtenant's employees
(all of these events collectively referred to as an "Assignment"), without the prior written consent of
Sub landlord in each instance, which consent may be withheld by Sublandlord in its sole and absolute
discretion. A transfer of more than fifty percent (50%) of the equity ownership of Subtenant during any
two-year period to a party (or to an affiliated group of parties) shall also constitute a prohibited
Assignment; provided, however, this provision shall not be applicable if such transfers occurred on a
public stock exchange. If Sublandlord consents to an Assignment, Subtenant and its successors and
assigns, and any guarantors of Subtenant's obligations under this Sublease, shall not be released from
liabil!ty under this Sublease. Subtenant acknowledges that an Assignment must be approved by the City,
as evidenced by formal resolution.

As a condition of Sublandlord's consent to an Assignment, the assignee and Subtenant
sha.ll execute an agreement in favor of Sublandlord and in a form acceptable to Sub landlord, pursuant to
which the assignee shall agree to faithfully perform and assume and be bound by all of the terms,
covenants, conditions, provisions and agreements of this Sublease. As used in this Article 18, the term
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"assignee" shall include the person or entity who is the transferee in any form of Assignment, as defined
above. In addition, Subtenant and the assignee shall, upon not less than three (3) days prior written notice.
from Sublandlord, execute, acknowledge and deliver to Sublandlord a statement in writing (a) certifying
that this Sublease is unmodifled and in full force and effect (or, if modified, stating the nature of such
modification and certifying that this Sublease as so modified is in full force and effect), and the date to
which the Rent and .other charges are paid in advance, if any; (b) acknowledging that there are not, to
Subtenant's and the assignee's knowledge, any uncured defaults under this Sublease on the part of
Sublandlord or Subtenant, or specifying such defaults if any are claimed; (c) selling forth the
Commencement Date and Expiration Date; and (d) certifying as to such other matters as Sublandlord may
reasonably request. Any guarantor of this Sublease shall execute a reaffirmation of such guarantee in a
form reasonably acceptable to Sub landlord agreeing to continue to be a guarantor of the terms and
conditions of this Sublease following an Assigrunent.

\8.2 Transfer Premium. As a reasonable condition to Sublandlords consent to any
Assigrunent, Subtenant shall pay to Sublandlord fifty percent (50%) of any Transfer Premium, as defined
in subsection 18.2.1, below.

18.2.\ Definition of Transfer Premium, "Transfer Premium" means all Rent
and other consideration actually received by Subtenant from the assignee (including kcy money and
bonus money and any payment in excess of fair market value for services rendered by Subtenant to the
assignee, or assets, fixtures, inventory, equipment, or furniture transferred by Subtenant to the assignee in
connection with the Assignment (collectively, the "Assignment Rent"), after deducting:

a. The Rent payable by Subtenant under this Lease (excluding the
Transfer Premium) for the Subleased Premises;

b. Reasonable leasing commissions paid by Subtenant; and,

c. Other reasonable out-of-pocket costs paid by Subtenant
(including attorneys' fees, advertising costs, and expenses of readying the Subleased Premises for
occupancy by the assignee).

The costs referred to in subparagraphs (a) through (d) are referred to as the
"Transfer Costs."

18.2.2 Monthly Pavment of Transfer Premium. Subtenant shall pay the
Transfer Premium to Sublandlord on a monthly basis, as Additional Rent under this Sublease.

18.2.3 Audit of Transfer Premium. Subtenant shall allow Sublandlord to review
and audit Subtenant's books and records for the purpose of verifying Subtenant's calculation of the
Transfer Premium, Assignment Rent, and Transfer Costs.

18.3 Notice of Proposed Assil!Ilment. In the event Subtenant desires Landlord to
review and approve an Assignment, then at least forty-five (45) days, but not more than ninety (90) days,
prior to the date when Subtenant desires the Assignment to be effective (the "Assignment Date"),
Subtenant shall give Sublandlord written notice (the "Assignment Notice") which shall set forth the
name, address and business of the proposed assignee, information (including references) concerning the
business experience, financial reputation and character of the proposed assignee, the Assignment Date,
any ownership or commercial relationship between Subtenant and the proposed assignee or sublessee, and
the consideration paid for the Assignment, and all other material terms and conditions of the proposed
Assignment, all in such detail as Sublandlord shall reasonably require. Additionally, Subtenant shall
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furnish to Sublandlord a copy of the audited financial statements for the most recently past fiscal year, as
well as the most recent unaudited quarterly financial statements for both Subtenant and the proposed
assignee.

18.4 Unapproved Transfer Void. Any Assignment not in compliance with the
provisions of this Article 18 shall be void, and shall, at the option of Sub landlord, be a breach of this
Sublease.

18.5 Further Assignment. The consent by Sub landlord to an Assignment shall not
relieve Subtenant or any assignee of this Sublease or sub-sublessee of the Subleased Premises from
obtaining the consent of Sub landlord to any further Assignment or release Subtenant or any assignee or
sub-sublessee of Subtenant from full and primary liability under this Sublease.

18.6 No Waiver. Notwithstanding any Assignment, Subtenant shall remain fully and
primarily liable for the payment of all Rent and other sums due, or to become due, hereunder, and for the
full performance of all other terms, conditions and covenants to be kept and performed by Subtenant
hereunder. The acceptance of Rent or any other sum due hereunder, or the acceptance of performance of
any other term, covenant or condition hereof, from any other person or entity shall not be deemed to be a
waiver of any of the provisions of this Sublease or a consent to any Assignment of the Subleased
Premises.

18.7 Assignment Fcc. The Assignment Notice shall be accompanied by a "Transfer
Fee" in the amount of $1,000.00 payable to Sublandlord.

18.8 Sublandlord's Option to Recapture the Space. Despite any other provision of this
Article 18, Sub landlord has the option to recapture the Subleased Premises, by written notice to Subtenant
("Recapture Notice") within ten (IO) days after receiving an Assignment Notice from Subtenant. A
timely Recapture Notice terminates this Sublease and Subtenant's obligations regarding the Subleased
Premises for the remaining Term and as of the Assignment Date. The Recapture Notice shall be void,
however, if Subtenant notifies Sub landlord, within ten (I O) days after receipt of the Recapture Notice, that
Subtenant withdraws the Assignment Notice. If Sublandlord declines or fails timely to elect to recapture
the Subleased Premises, Sublandlord shall have no further right to the Subleased Premises under this
Section 18.9 unless it becomes available again in connection with any subsequently proposed
Assignment.

19. Bankruptcy. In the event a debtor, trustee or debtor-in-possession under the Bankruptcy
Code, or other person with similar rights, duties and powers under any other law, proposes to cure any
Default of Subtenant under this Sublease or to assume or assign this Sublease and is obliged to provide
adequate assurance to Sublandlord that (i) a Default will be cured, (ii) Sublandlord will be compensated
for its damages arising from any breach of this Sublease, or (iii) future performance under this Sublease
will occur, then adequate assurance shall include any or all of the following, as determined by
Sublandlord:

a. Those acts specified in the Bankruptcy Code or other laws as included within the
meaning of adequate assurance, even if this Sublease does not concern a facility described in such laws;

b. A prompt cash payment to compensate Sublandlord for any monetary Defaults or
damages arising from a breach of this Sublease;

c. A cash deposit in an amount at least equal to the Security Deposit, if any,
originally required at time of execution of this Sublease;
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d. The creditworthiness and desirability, as a tenant, of the person assuming this

Sublease or receiving an assignment of this Sublease, at least equal to Sub landlord's customary and usual
creditworthiness requirements and desirability standards ill effect at the time of the assumption or
assignment; and

this Sublease.
e. The assumption or assignment of all of Subtenant's interest and obligations under

20. Subordination and Attornment.

20.1 Subordination. This Sublease shall be subject and subordinate to the lien of any
mortgage, deed of trust or lease in which Sublandlord is tenant, now or hereafter in force against the
Subleased Premises, and to all advances made or hereafter to be made upon the security thereof without
the necessity of the execution and delivery of any further instruments on the part of Subtenant to
effectuate such subordination; provided, however, that for the lien of any mortgage, deed of trust or lease
executed by Sublandlord after the date of this Sublease to be subordinate to this Sublease, the holder of
any such mortgage, deed of''trust or lease shall execute, acknowledge and deliver to Subtenant a non-
disturbance agreement providing that so long as Subtenant performs all of its obligations under the
Sublease, Subtenant's quiet enjoyment and useofthe Subleased Premises shall not be disturbed.

20.2 Additional Instruments. Notwithstanding the foregoing, Subtenant shall execute
and deli ver upon demand a subordination agreement in the form attached as Exhibit C or such further
instrument or instruments evidencing such subordination of the Sublease to the lien of any such
mortgages, deeds of trust or leases in which Sublandlord is tenant as may be required by Sublandlord,
However, if any such mortgagee, beneficiary or landlord under a lease wherein Sublandlord is tenant so
elects, this Sublease shall be deemed prior in lien to any such lease, mortgage or deed of trust upon or
including the Subleased Premises, regardless of date, and Subtenant shall execute a statement in writing
to such effect at Sublandlord's request.

20.3 Attornment. In the event any proceedings arc brought for foreclosure, or in the
event of the exercise of the power of sale under any mortgage or deed of trust covering the Subleased
Premises, Subtenant shall, at the election of purchaser at such foreclosure or sale, attorn to such purchaser
and recognize such purchaser at the Sublandlord under this Sublease.

20.4 Amendment. If Sublandlord obtains a loan commitment from a lender for the
financing or refinancing of the Subleased Premises, and said loan commitment requires some
amendments to this Sublease, then Subtenant shall cooperate with Sub landlord in executing said
amendments, so long as the amendments do not materially adversely affect any of the material rights or
obligations of Subtenant under this Sublease.

21. Surrender.

2 1.1 No Release. No surrender of possession of any part of the Subleased Premises
shall release Subtenant from any of its obligations hereunder unless accepted by Sublandlord.

21.2 Assignment. The voluntary or other surrender of this Sublease by Subtenant
shall not work a merger, unless Sublandlord consents, and shall, at the option of Sublandlord, operate as
an assignment to it of any or all subleases or subtenancies.
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21.3 No Merl!er. The voluntary or other surrender of any ground or underlying lease

that now exists or may hereafter be executed affecting the Building or Subleased Premises or a mutual
cancellation thereof or of Sublandlord's interest therein, shall not work a merger and shall, at the option of
the successor of Sublandlord's interest in the Building or Subleased Premises, operate as an assignment of
this Sublease.

22. Holding Over.

22.1 Holding Over with Consent. If Subtenant remains in possession of all or any part
of the Subleased Premises after the expiration or earlier termination of this Sublease, with Sublandlord's
prior written consent, Subtenant shall be deemed a month-to-month tenant upon the date of such
expiration or earlier termination and, in such case, Subtenant shall continue to pay the Base Rent (as
adjusted from time to time as set forth in this Sublease), Common Area Expenses, and any other amount
of Rent due Sublandloni pursuant to the terms of this Sublease, and such month-to-month tenancy shall
be subject to every other term, covenant and agreement contained herein.

22.2 Holding Over without Consent. If Subtenant remains in possession of the
Subleased Premises after the expiration or earlier termination of the Term hereof without the express
written consent of Sublandlord, Subtenant shall become a tenant at sufferance upon all the terms of this
Sublease applicable to a tenant at sufferance, except that the monthly installments of Base Rent shall be
equal to one hundred fitly percent (150%) of the monthly installment of the Base Rent in effect during the
immediately preceding thirty (30) days.

22.3 No Renewal. Acceptance by Sub landlord of Rent after such expiration or earlier
termination of this Sublease shall not result in a renewal or reinstatement of this Sublease.

22.4
affect Sublandlord's
provided by law.

No Waiver. The foregoing provisions of this Article are in addition to and do not
right to re-entry or any other rights of Sublandlord hereunder or as otherwise

23. Taxes on Subtenant's Property.

23.1 Payment of Taxes. Subtenant shall pay not less than ten (10) days before
delinquency, all taxes levied against any personal property or trade fixtures in or about the Subleased
Premises.

23.2 Advance by Sublandlord. If any such taxes on Subtenant's personal property or
trade fixtures are levied against Sublandlord or Sublandlord's property or, if the assessed valuation of the
Building is increased by the inclusion therein of a value attributable to Subtenant's personal property or
trade fixtures, and if Sublandlord, after written notice to Subtenant, elects to pay the taxes based upon
such increase in assessed value, then Subtenant shall, upon demand, repay to Sublandlord the taxes so
levied against Sub landlord.

24. Hazardous Materials.

24.1 Prohibition/Compliance. Subtenant, at its sole cost, shall comply with all federal,
state and local laws, statutes, ordinances, codes, regulations and orders relating to the receiving, handling,
use, storage, accumulation, transportation, generation, spillage, migration, discharge, release and disposal
of any Hazardous Material as defined in this Article 24 in or about the Subleased Premises or the
Building. Subtenant shall not cause or permit any Hazardous Material (as defined below) to be brought
upon, kept or used in or about the Subleased Premises by Subtenant, its agents, employees, contractors or
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invitees in a manner or for a purpose prohibited by any federal, state or local law, rule or regulation. The
disposal of Hazardous Material shall be in approved containers and removed from the Subleased Premises
by duly licensed carriers. Subtenant shall immediately provide Sublandlord with telephonic notice, which
shall promptly be confirmed by written notice, of any and all spillage, discharge, release and disposal of
Hazardous Materials onto or within the Subleased Premises or the Building, which by law must be
reported to any federal, state or local agency, and any injuries or damages resulting directly or indirectly
therefrom. A failure of Subtenant to give to Sublandlord the notices required in this Section 24.1 shall
constitute a Default under this Sublease. Further, Subtenant shall deliver to Sublandlord each and every
notice or order received from any federal, state or local agency concerning Hazardous Materials and the
possession, use and/or disposal thereof promptly upon receipt of each such notice or order. Subtenant
shall be responsible for and shall indemnify, protect, defend, and hold harmless Sublandlord and its
agents, employees, representatives, directors and officers from any and all claims, costs, penalties, fines,
liability and losses, including without limitation, (i) temporary or permanent diminution in value of the
Subleased Premises or the BUilding, (ii) damages for the temporary or permanent loss of restriction on use
of rentable or usable space or of any amenity of the Subleased Premises or the Building, and (iii) sums
paid in settlement of claims, consultant fees and expert fees, liabilities, attorneys' fees, damages, injuries,
causes of action, judgments and expenses, which arise during or after the Term of this Sublease and
which (a) result from Subtenant's use and occupancy of the Subleased Premises, or (b) result from
Subtenant's receiving, handling, use, storage, accumulation, transportation, generation, spillage,
migration, discharge, release or disposal of Hazardous Materials in, upon or about the Subleased Premises
or the Building. The indemnifications of Sublandlord and indemnities by Subtenant above include, to the
extent Subtenant is responsible for such costs and expenses under the provisions above, without limiting
the generalities thereof, reasonable costs incurred in connection with any investigation of site conditions
or any cleanup, remedial, removal or restoration work lawfully required by any federal, state or local
governmental agency or political subdivision because of any Hazardous Materials present in the soil,
subsoil, ground water, or elsewhere at, on or under the Subleased Premises or the Building.

24.2 Tennination of Sublease. Notwithstanding the provisions of this Article 24,
Sublandlord shall have the right to terminate the Sublease in the event that (i) Subtenant uses the
Subleased Premises for the generation, storage, use, treatment or disposal of Hazardous Material in a
manner or for a purpose prohibited by applicable law (unless Subtenant is diligently pursuing compliance
therewith), (ii) Subtenant has been required by any governmental authority to take remedial action in
connection with Hazardous Material contaminating the Subleased Premises or the Building if the
contamination resulted from Subtenant's action or use of the Subleased Premises and such remedial action
has a material adverse effect on Sub landlord, the Subleased Premises or the Building, or (iii) Subtenant is
subject to an enforcement order issued by any governmental authority in connection with the use, disposal
or storage of a Hazardous Material on the Subleased Premises and such enforcement order has a material
adverse effect on Sublandlord, the Subleased Premises or the Building. Each of the foregoing events shall
be deemed to be a material Default by Subtenant under this Sublease.

24.3 Assignment. Notwithstanding the provisions of Article 18 above, if (i) any
anticipated use of the Subleased Premises by any proposed assignee involves the generation or storage,
use, treatment or disposal of Hazardous Material in any manner or for a purpose prohibited hereunder or
by any applicable law, (ii) the proposed assignee has been required by any governmental authority to take
remedial action in connection with a Hazardous Material if the contamination resulted from such party's
action or use of the property in question and has failed to take such action, or (iii) the proposed assignee is
subject to an enforcement order issued by any governmental authority in connection with the use, disposal
or storage of a Hazardous Material of a type such proposed assignee intends to use in, on or at the
Subleased Premises and the proposed assignee has failed to fully comply with such enforcement order, it
shall not be unreasonable for Sublandlord to withhold its consent to an Assignment.
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24.4 Sublandlord's Right to Perfonn Tests.

24.4.1 At any time prior to the expiration of the Term of this Sublease,
Sub landlord shall have the right to enter upon the Subleased Premises at all reasonable times, and at
reasonable intervals, upon forty-eight (48) hours prior notice, and accompanied by an authorized
representative of Subtenant, if Subtenant so elects, in order to conduct appropriate tests to determine
whether contamination in excess of permissible levels has occurred as a result of Subtenant's use of the
Subleased Premises. Sublandlord shall deliver to Subtenant written notice of the results of such tests.
Subtenant shall pay the reasonable costs of any test conducted pursuant to this Section which
demonstrates that contamination in excess of legally permissible levels has occurred and such
contamination was caused by Subtenant's use ofthe Subleased Premises. Additionally, Subtenant shall
pay for all costs necessary to clean up or remedy any contamination caused by Subtenant's use of the
Subleased Premises.

24.4.2 Upon the expiration or upon any early termination of this Sublease,
Subtenant shall furnish to Sublandlord, at Subtenant's sole cost, a report and certification from a qualified
environmental engineer, verifying that the Subleased Premises are free from any Hazardous Materials or
contamination in excess of legally permissible levels. If said report indicates that there arc any
impennissiblc levels of Hazardous Materials on the Subleased Premises, then Subtenant shall pay for all
costs necessary to clean up and remedy said impermissible levels of Hazardous Materials; and Subtenant
shall also continue to pay Rent for the Subleased Premises until such time as the impermissible levels of
Hazardous Materials arc cleaned up and remedied.

24.5 Survival of Subtenant's Obligations. Subtenant's obligations under this Article
24 shall survive the termination of this Sublease. During any period of time employed by Subtenant after
the termination of this Sublease to complete the removal from the Subleased Premises or the Building of
any such Hazardous Materials, Subtenant shall continue to pay thc full Rent in accordance with this
Sublease.

24.6 Definition of "Hazardous Material". As used herein, the term "Hazardous
Material" means any hazardous or toxic substance, material or waste which is or becomes regulated by
any local governmental authority, the State of California or the United States of America. The term
"Hazardous Materials" shall also mean toxic or hazardous substances, including without limitation,
asbestos or any substance containing asbestos and deemed hazardous under any Hazardous Material Law
(defined below), the group of organic compounds known as polychlorinated biphenyls, flammable
explosives, radioactive materials, chemicals known to cause cancer or reproductive toxicity, pollutants,
effluents, contaminants, emissions or related materials and any items included in the definition of
hazardous or toxic waste, materials or substances under any law relating to environmental conditions and
industrial hygiene, including without limitation, the Resource Conservation and Recovery Act of 1976
("RCRA"), 42 U.S.C. § 6901 et seq.; the Comprehensive Environmental Response, Compensation and
Liability Act of 1980 ("CERCLA"), 42 U.S.C. §§ 9601 - 9657, as amended by the Superfund
Amendments and Reauthorization Act of 1986 ("SARA"); the Hazardous Materials Transportation Act,
49 U.S.C. § 6901, ~ ~., the Federal Water Pollution Control Act, 33 U.S.C. §§ 1251 ~~.; the Clean
Air Act, 42 U.S.C. §§ 741 ~ ~., the Clean Water Act, 33 U.S.C. § 7401, ~ ~.; the Toxic Substances
Control Act, 15 U.S.C. §§ 2601 -2629; the Safe Drinking Water Act, 42 U.S.C. §§ 300f - 300j; the
Carpenter-Presley-Tanner Hazardous Substances Account Act; the Hazardous Waste Control Act; the
Porter-Cologne Water Quality Control Act; and all similar federal, state and local environmental statutes,
ordinances, and the regulations, orders, decrees now or hereafter promulgated thereunder (collectively the
"Hazardous Material Laws").
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24.7. Article Binding on Parties Related to Subtenant. For the purposes of this Article

24, the term "Subtenant" shall include Subtenant and its shareholders, members, partners, directors,
officers, agents, employees, invitees, sub-subtenants, assigns, and guests, as well as their successors and
assigns.

25. Miscellaneous.

25.1 Terms and Headings. Where applicable in this Sublease, the singular includes
the plural and the masculine or neuter includes the masculine, feminine and neuter. The headings used in
this Sublease are not a part hereof and shall have no effect upon the construction or interpretation of any
part hereof.

25.2 Examination of Sublease. Submission of this Sublease for examination or
signature by Subtenant does not constitute a reservation of, or option for, sublease, nor is it effective as a
sublease or otherwise until execution by, and delivery to, both Sublandlord and Subtenant.

25.3 Time. Time is of the essence with respect to the performance of every provision
of this Sublease in which item of performance is a factor.

25.4 Covenants and Conditions. Each provision of this Sublease performable by
Sublandlord or Subtenant shall be deemed both a covenant and a condition.

25.5 Consents. Whenever consent or approval of either party is required, that party
shall not unreasonably withhold such consent or approval, except as may be expressly set forth to the
contrary.

25.6 Entire Azreement, This Sublease (together with its exhibits and a First
Addendum) and the Master Lease arc intended by the parties as a final expression of their agreement with
respect to the terms as are included herein, and all prior agreements, understandings, representations and
statements, oral or written, are merged herein, excepting only for written agreements signed
contemporaneously with or after the signing of this Sublease.

25.7 Severability. Any provision of this Sublease which shall be deemed or prove to
be invalid, void or illegal shall in no way affect, impair or invalidate any other provision hereof, and all
such other provisions shall remain in full force and effect.

25.8 Independent Counsel. Subtenant and Sublandlord each acknowledge that:
(i) they have had the opportunity to be represented by independent counsel in connection with this
Sublease; and (ii) this Sublease is the result of negotiations between Sublandlord and Subtenant and the
advice and assistance of their respective counsel. The fact that this Sublease was prepared by
Sublandlord's counsel as a matter of convenience shall have no impact or significance. Any uncertainty
or ambiguity in this Sublease shall not be construed against Sublandlord because Sub landlord's counsel
prepared this Sublease in its final form.

25.9 Inurement. Each of the covenants, conditions and agreements herein contained
shall inure to the benefit of and shall apply to and be binding upon the parties hereto and their respective
heirs, legatees, devisees, executors, administrators, successors, assigns, sublessees or any person who may
come into possession of said Subleased Premises or any part thereof in any manner whatsoever. Nothing
contained in this Section 25.9 shall in any way alter the provisions against Assignment provided in this
Sublease.
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25.10 Force Majeure. If Sublandlord cannot perform any of its obligations hereunder

due to events beyond Sub landlord's control, the time provided for performing such obligations shall be
extended by a period of time equal to the duration of such events. Events beyond Sub landlord's control
include, but are not limited to, acts of God, war, civil commotion, labor disputes, strikes, fire, flood or
other casualty, shortages of labor or material, government regulation or restriction and weather
conditions.

25.11 Notices. Any notice, consent, demand, bill, statement or other communication
required or permitted to be given hereunder shall be in writing and shall be deemed duly delivered upon
personal delivery, or as of the second business day after mailing by United States mail, postage prepaid,
return receipt requested, or upon the next business day if delivered by overnight courier or similar
overnight delivery system, addressed to Subtenant at the Subleased Premises or to Subtenant or
Sublandlord at the following address:

For Rent Payment and Notices to Sublandlord:

Driscoll Mission Bay
Attn: Ms. Mary-Carol Driscoll
1500 Quivira Way
San Diego, California 92109

For Notices to Subtenant:

Baja Canvas & Upholstery
Attn: Jose Beleche
1500 Quivira Way
San Diego, Cali fornia 92 I09

Either party may, by notice to the other pursuant to this Section, specify additional or
different addresses for notice purposes.

25.12 Exhibits. All exhibits, addenda, and schedules referred to herein and attached
hereto are a part hereof, and incorporated herein by this reference.

25.13 Waiver and Modification. No provision of this Sublease may be modified,
amended or added to except by an agreement in writing executed by Sublandlord and Subtenant. The
waiver by Sublandlord or Subtenant of any breach of any lerm, covenant or condition herein contained
shall not be deemed to be a waiver of any subsequent breach of the same or any other term, covenant or
condition herein contained.

25.14 Periods of Time. All periods of time referred to in this Sublease shall include all
Saturdays, Sundays and state or United States holidays, unless the period of time specifies business days,
provided that if the date or last date to perform any act or give any notice with respect to this Sublease
shall fall on a Saturday, Sunday or state or national holiday, such act or notice may be timely performed
or given on the next succeeding day which is not a Saturday, Sunday, or state or national holiday.

25.15 Choice of Law. This Sublease shall be construed and enforced in accordance
with the laws of the State of California, and venue for any legal action under this sublease shall be San
Diego County, California.
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25.16 Merger. There shall be no merger of the leasehold estate created by this Sublease

with the fee interest in any of the Subleased Premises by reason of the fact that the same person may
acquire or hold or own, directly or indirectly, (a) the leasehold estate created hereby or any part thereof or
interest therein, and (b) the fee estate in any of the Subleased Premises or any part thereof or interest
therein.

25.17 Real Estate Brokers; Finders. Subtenant and Sublandlord each represent to the
other that they have not entered into any agreement or incurred any obligation in connection with this
transaction that might result in the obligation to pay a brokerage commission or finder's fee to any broker,
finder or other person. Each party agrees to defend, indemnify and .hold the other party harmless from
and against any liability, damages, claim or demand by any other broker or other person for bringing
about this Sublease who claims to have dealt with such indemnifying party, including any expenses
(including reasonable attorney fees) incurred in defending any such claim or demand.

25.18 Attorneys' Fees. If either party hereto becomes a party to any litigation
concerning this Sublease (including any bankruptcy proceeding), the Subleased Premises, or the Building,
by reason of any act or omission of the other party or its authorized representatives, and not by any act or
omission of the party that becomes a party to that litigation or any act or omission of its authorized
representatives, the party that causes the other party to become involved in the litigation shall be liable to
that party for reasonable attorneys' fees and court costs incurred by it in the litigation. If either party
hereto commences an action against the other party arising out of ur in connection with this Sublease, the
prevailing party shall be entitled to have and recover from the losing party reasonable attorneys' fees and
costs of suit.

25.19 Waiver of Jury Trial and Counterclaims. The parties hereto shall and do hereby
waive trial by jury in any action, proceeding or counterclaim brought by either of the parties hereto
against the other on any matters whatsoever arising out of or in any way connected with this Sublease, the
relationship of Sublandlord and Subtenant, Subtenant's use or occupancy of the Subleased Premises or
any claim of injury or damage.

25.20 Joint and Several Obligations. If more than one person executes this Sublease as
Subtenant, (a) each of them is jointly and severally liable for the keeping, observing and performing of all
of the terms, covenants, conditions, provisions and agreements of this Sublease to be kept, observed and
performed by Subtenant; and (b) the term "Subtenant" shall mean and include each of them jointly and
severally. The act of, notice from, notice to, refund to or the signature of anyone or more of them, with
respect to this Sublease, including but not limited to any renewal, extension, expiration, termination or
modification of this Sublease, shall be binding upon each and all of the persons executing this Sublease as
Subtenant with the same force and effect as if each and all of them had so acted so given, or received such
notice or refund or so signed.

25.21 Definition of Sublandlord. The term "Sublandlord" as used in this Sublease, so
far as covenants or obligations on the part of Sublandlord are concerned, shall be limited to mean and
include only Sublandlord or the successor-in-interest of Sublandlord under this Sublease at the time in
question. In the event of any transfer, assignment or the conveyance of Sublandlord's title or leasehold,
the Sublandlord herein named (and in case of any subsequent transfers or conveyances, the then grantor)
shall be automatically freed and relieved from and after the date of such transfer, assignment or
conveyance of all liability for the performance of any covenants or obligations contained in this Sublease
thereafter to be performed by Sublandlord and, without further agreement, the transferee of such title or
leasehold shall be deemed to have assumed and agreed to observe and perform any and all obligations of
Sublandlord hereunder during its ownership or ground lease of the Subleased Premises. Sublandlord may
transfer its interest in the Subleased Premises or this Sublease without the consent of Subtenant, and such
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transfer, or a subsequent transfer shall not be deemed a violation on the part of Sublandlord or the then
grantor of any of the terms or conditions of this Sublease.

25.22 Limitation of Sublandlord's Liability. If Sublandlord is a limited partnership or
joint venture, the limited partners of such partnership shall not be personally liable and no limited partner
of Sublandlord shall be sued individually or named individually as a party in any suit or action or service
or process be made against any limited partner of Sublandlord. If Sublandlord is a corporation or limited
liability company, the shareholders, members, directors, officers, managers, employees and/or agents of
such corporation shall not be personally liable and no shareholder, member, director, officer, manager,
employee or agent of Sublandlord shall be sued or named as a party in any suit or action or service of
process be made against any shareholder, member, director, officer, manager, employee or agent of
Sublandlord. No limited partner, shareholder, director, employee or agent .of Sublandlord shall be
required to answer or otherwise plead to any service of process and no judgment will be taken or writ of
execution levied against any limited partner, shareholder, member, director, officer, manager, employee
or agent of Sublandlord. Each of the covenants and agreements of this Section 25.22 shall be applicable
to any covenant or agreement either expressly contained in this Sublease or imposed by statute or by
common law.

25.23 Subleased Premises Control by Sublandlord. Sublandlord reserves full control
over the Building and Subleased Premises to the extent not inconsistent with Subtenant's quiet enjoyment
and use of Subleased Premises. This reservation includes but is not limited to right of Sublandlord to
grant easements and licenses to others, provided any grant of an easement by Suhlandlord does not
interfere with Subtenant's quiet enjoyment and use of the Subleased Premises, except to the extent the
grant of any such easement is approved by Subtenant, required by law, or permitted pursuant to the terms
of this Sublease.

25.24 Quiet Enjoyment. So long as Subtenant is not in Default hereunder, Sublandlord
covenants that Sublandlord or anyone acting through or under Sublaudlord will not disturb Subtenant's
occupancy of the Subleased Premises, except as permitted by the provisions of this Sublease. In this
regard, however, Subtenant acknowledges that the Subleased Premises are a portion of the Master
Premises described under the Master Lease and that the Master Premises are used for a multitude of
business operations including marine repair, equipment storage, and are adjacent to maintenance areas,
docking, loading and other facilities which can cause nuisances, sounds and odors which may disturb the
quiet enjoyment of Subtenant on the Subleased Premises.

25.25 Quitclaim Deed. Subtenant shall execute and deliver to Sublandlord on the
expiration or termination of this Sublease, immediately upon Sublandlord's request, a quitclaim deed to
the Subleased Premises or other document in recordable form suitable to evidence of record termination
of this Sublease.

25.26 Estoppel Certificate. From time to time as reasonably requested by Sublandlord,
Subtenant shall, within fifteen (15) days of written notice from Sublandlord, execute, acknowledge, and
deliver to Sublandlord a statement in writing in a form reasonably requested by a proposed lender or
purchaser (i) certifying that this Sublease is unmodified and in full force and effect, (or, if modified,
stating the nature of such modification and certifying that this Sublease as so modified is in full force and
effect) and the dates to which the Rent and other charges are paid in advance, if any, (ii) acknowledging
that there are not, to Subtenant's knowledge, any uncured defaults on the part of Sublandlord hereunder or
specifying such defaults if any are claimed, and (iii) setting forth such further reasonable information with
respect to this Sublease or the Subleased Premises as may be requested thereon. Any such statement may
be relied upon by any prospective purchaser or encumbrance of all or any portion of the Subleased
Premises.
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26. Consent of the City of San Diego. This Sublease and the tenancy of Subtenant is

subject to the written consent of the City. If this Sublease is not consented to by the City it shall be void
and of no force or effect.

27. Master Lease. This Sublease shall be, and remain, subject and subordinate to the terms,
covenants, and conditions of the Master Lease, and furthermore, in the event of any conflict or
inconsistency between the Sublease and the Master Lease, the provisions of the Master Lease shall govern
and prevail. If the Master Lease should terminate for any reason, this Sublease shall like\~ise terminate.
Subtenant and Sublandlord agree that the terms and conditions of the Master Lease are incorporated
herein by reference, and shall, as between Sublandlord and Subtenant, constitute the terms, covenants,
conditions, and provisions of this Sublease, except to the extent that they are inapplicable to, inconsistent
with, or modified by the provisions of this Sublease. Subtenant shall strictly comply with each term and
condition of the Master Lease. Any breach by Subtenant under the Master Lease shall be a deemed
breach under this Sublease.

28. Right To Terminate. Notwithstanding anything in this Sublease to the contrary,
Sublandlord and/or Subtenant shall have the right to terminate this Sublease before expiration of the Term
by giving written notice of termination to Subtenant and/or Sublandlord not less than thirty (30) days
before the effective date of the termination (the "Termination Date"). The Termination Date shall be
specified in Sub landlord's and/or Subtenant's termination notice. In the event that the Termination Date is
other than the last day of a calendar month, Rent for the partial last month shall be prorated on the basis of
a thirty (30) day month and shall be due and payable on the first day of such month.

INWITNESS WHEREOF, the parties hereto have executed this Sublease as of the dates set forth
below next to their respective signatures:

Date of execution: Sublandlord:
DRISCOLL MISSION BAY LLC,:~;r;:;~b;?:;"{;

~~Oll, a Member

May 27,2005

Date of execution: Subtenant:

May 27, 2005
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FIRST ADDENDUM TO SUBLEASE

This First Addendum to Sublease ("First Addendum") is made as of June I, 2005 by and between
Driscoll Mission Bay LLC, a California limited liability company ("Sublandlord") and Baja Canvas &
Upholstery, a California Company ("Subtenant").

Sub landlord and Subtenant entered into that' certain sublease ("Sublease") of even date for the
Subleased Premises located in the City of San Diego, California, as more fully described in the Sublease.

Sublandlord and Subtenant agree that notwithstanding anything contained in the Sublease to the
contrary, the provisions set forth below shall be deemed to be a part of the Sublease and shall supercede. to the
extent appropriate, any contrary provision in the Sublease. References in this First Addendum to the term
"Sublease" shall be construed to mean the Sublease as amended and supplemented by this First Addendum. All
capitalized terms used in this First Addendum, unless specifically defined in this First Addendum, shall have
the same meaning attributed to those terms in the Sublease.

AGREEME~J

1. Master Lease. As set forth in Section 27 of the Sublease, Subtenant and Sublandlord agree
that the terms and conditions of the Master Lease are incorporated herein by reference, and shall, as between
Sublandlord and Subtenant, constitute the terms, covenants, conditions, and provisions of this Sublease, except
to the extent that they are inapplicable to, inconsistent with, or modified by the provisions of this Sublease.
Subtenant shall strictly comply with each applicable term and condition of the Master Lease. Any breach by
Subtenant of any of the terms and conditions of the Master Lease shall be deemed a breach by Subtenant of the
Sublease. Without limitation, Subtenant specifically acknowledges that it has reviewed and will comply with
the following provisions of the Master Lease:

1.1 Section 14 of the Master Lease states:

"14. NON-DISCRIMINATION: Lessee agrees not to discriminate
in any manner against any person or persons on account of race,
marital status, sex, religious creed, color, ancestry, national origin,
physical handicap or medical condition in Lessee's use of the
premises, including, but not limited to, the providing of goods

. services, facilities, privileges, advantages and accommodations, and
the obtaining and holding of employment."

1.2 Section IV(B)(4) of the Master Lease states:

"4. AFFIRMATIVE ACTION: Lessee agrees to take affirmative
action to improve employment opportunities of minorities and
women. When applicable, Lessee agrees to abide by the Affirmative
Action Program for Lessees as it now exists or is hereafter
amended. A copy of the program, effective as of the date of this
agreement, is on file in the Office of the City Clerk as Document
No. 746205 and by this reference is incorporated herein. Minorities
are presently defined as Mexican-American, Black, Filipino,
American Indian and Asian/Oriental. The goal of this program shall
be the attainment of the employment of minorities and women in all
areas of employment in a total percentage of employment
approximately equal to the total level of minority and women
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employment as established by the City for its Affirmative Action
Program each year.

2. Guarantv. The obligations of the Subtenant shall be personally guaranteed by Jose Beleche
(the "Guarantor"). This Sublease shall not be effective until the Guarantor sign and deliver to Subtenant a
written Guaranty in the form attached hereto and made a part hereof by reference as Schedule 3.

3. Effectiveness of Sublease. Except as and to the extent modified by this First Addendum, all
of the provisions of the Sublease shall remain in full force and effect.

Date of execution: Sublandlord:
DRISCOLL MISSION BAY LLC,::&~:;;a:"Yr/

Thomas A. Driscoll, a Member

May 27,2005

Date of execution: Subtenant:

May 27, 2005
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GUAR-\NTY OF SUBLEASE

This Guaranty of Sublease ("Guaranty") is made and effective as of June I, 2005, by
Jose Beleche ("Guarantor") in favor of DRISCOLL MISSION BAY LLC, a California limited
liability company ("Sublandlord") with reference to the facts set forth below.

RECITALS:

A. Sublandlord has entered into that certain Sublease and First Addendum
(collectively, the "Sublease"), of even date herewith with Baja Canvas & Upholstery, a
California Company ("Subtenanf'), to which this Guaranty is attached as an exhibit. The
Sublease concerns the subleased premises ("Subleased Premises") located in the City of San
Diego, State of California, as more particularly descrihed in the Sublease. Unless specifically
defined, all capitalized terms used in this Guaranty shall have the same meaning attributed to those
terms in the Sublease.

B. As a condition to entering into the Sublease, Sublandlord has required that
Guarantor execute this Guaranty guaranteeing performance of all the covenants to be performed
by Subtenant under the Sublease. Guarantor's agreement to provide this Guaranty is a material
consideration for Sublandlord's decision to sublease the Subleased Premises to Subtenant.

NOW, THEREFORE, to induce Sublandlord to enter into the Sublease and in
consideration thereof, Guarantor agrees as follows:

1. Guarantor unconditionally guarantees to Sublandlord, and to Sublandlord's
successors and assigns, without deduction by reason of setoff, defense or counterclaim, the
payment by Subtenant of all Rent and all other charges which accrue under the Sublease in the
manner and at the time prescribed therein, and the full and punctual performance and observance,
by Subtenant, of all the terms, covenants and conditions contained in the Sublease. Guarantor
waives notice of any breach or default by Subtenant. Guarantor's obligations hereunder shall
continue in full force and effect with respect to all of Subtenant's obligations under the Sublease,
and any extensions thereof, which are not performed upon the termination of the Sublease.

2. If Subtenant shall at any time default in the punctual payment, performance and
observance of any of the amounts, terms, covenants or conditions of the Sublease, Guarantor will
pay, keep, perform and observe same, as the case may be, in the place and stead of Subtenant.
Guarantor shall also pay to Sub landlord all reasonable and necessary incidental damages and
expenses incurred by Sublandlord as a direct and proximate result of Subtenant's failure to
perform, which expenses shall include reasonable attorneys' fees and interest on all sums due and
owing Sublandlord by reason of Subtenant's failure to pay same, at the maximum rate allowed by
law.

3. This Guaranty is a continuing guaranty of all of Subtenant's obligations under the
Sublease, independent of and in addition to any other guaranty, previously or subsequently given to
Sub landlord, and this Guaranty shall not affect any of said guaranties.
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4. Guarantor hereby expressly waives and relinquishes any and all rights and remedies

which Guarantor may have or be able to assert by reason of the laws or decisions of the State of
California pertaining to the rights and remedies of sureties.

5. Guarantor waives any right to require Sublandlord to (a) proceed against Subtenant
or any co-guarantor, (b) proceed against or exhaust any security (including a securitydeposit) held
by Sublandlord, or (c) pursue any remedy in Sublandlord's power whatsoever. Guarantor waives
any defense it may acquire by reason of Sublandlord's election of any remedy against it or
Subtenant or both, including, but without limitation, the election by Sublandlord to exercise its
rights to occupy and operate the Subleased Premises under the Sublease.

. 6. The obligations of Guarantor hereunder shall not be released by Sublandlord's
receipt, application or release of any security given for the performance and observance of any
covenant or condition in the Sublease on Subtenant's part to be performed or observed.

7. Guarantor waives any defense based upon the legal disability of Subtenant, or any
discharge, release or limitation of the liability of Subtenant to Sublandlord, or any restraint or stay
applicable to actions against Subtenant, or any disaffirmance or abandorunent of the Sublease by a
trustee of Subtenant whether consensual, or by order of a court or other governmental authority,
arising by operation of law or any liquidation, reorganization, receivership, bankruptcy, insolvency
or debtor relief proceeding, or any other cause. Guarantor further waives any defense based upon
any amendment,' modification, renewal, extension, assigrunent, subletting or other alteration (with
or without the consent of Sublandlord) of the Sublease, or the Term of the Sublease or obligation
of Subtenant or Sublandlord under the Sublease, or any other documents relating to the
transactions described therein; any defense based upon the negligence of Sublandlord; any defense
based upon the forfeiture or termination of the Sublease by Sublandlord whether by expiration or
default; any defense based upon the failure of Sublandlord to file a claim in bankruptcy of
Subtenant; all rights of subrogation, all rights to enforce any remedy that Sub landlord may have
against Subtenant, and all rights to participate in any security held by Sublandlord for the
performance and obligations of Subtenant under the Sublease, except to the extent such security
remains after payment and performance of Subtenant's obligations in full; any defense based upon
the impairment of any subrogation rights that Subtenant might have; any defense based upon 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, and any defense based upon or
related to Guarantor's lack of knowledge as to Subtenant's financial condition, and any and all
rights under Section 2845 of the California Civil Code and any successor provision. Guarantor
also hereby waives the provisions of Sections 2809, 2810, 2819 and 2850 of the California Civil
Code and their successors, and all other defenses which are capable of being waived.

8. Guarantor waives all presentments, demands, protests and notices of any kind
including notice of acceptance of the Guaranty by Sublandlord. Any act of Sublandlord, or its
successors or assigns, consisting of a modification of the Sublease, a waiver of any of the terms or
conditions of the Sublease, or the giving of any consent to any manner or thing relating to the
Sublease, or the granting of any indulgences or extensions oftime to Subtenant, are hereby deemed
approved by Guarantor and may be done without notice to Guarantor and without releasing
Guarantor from any of its obligations hereunder.

2
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9. The liability of Guarantor hereunder shall in no way be affected by: (a) the release

or discharge of Subtenant in any creditor's, receivership, bankruptcy or other proceeding; (b) the
impairment, limitation or modification of the liability of Subtenant or the estate of Subtenant in
bankruptcy, or of any remedy for the enforcement of Subtenant's liability under the Sublease
resulting from the operation of any present or future provision of the Bankruptcy Code of the
United States or other statute or from the decision of any court; (c) the rejection or disaffirmance of
the Sublease in any such proceedings; (d) the assignment or transfer of the Sublease by Subtenant;
(e) any disability or other defense of Subtenant; (f) the cessation from any cause whatever of the
liability of Subtenant; (g) the exercise by Sublandlord of any of its rights or remedies reserved
under the Sublease or by law; or (h) any termination of the Sublease.

10. If Subtenant shall become insolvent or be adjudicated bankrupt, whether by
voluntary or involuntary petition, if any bankruptcy action involving Subtenant shall be
commenced or filed, if a petition for reorganization, arrangement or similar relief shall be filed
against Subtenant, or if a receiver of any part of Subtenant's property or assets shall be appointed
by any court, Guarantor shall pay to Sublandlord the amount of all accrued, unpaid and accruing
Rent and other charges due under the Sublease to the date when the debtor-in-possession, the
trustee or administrator rejects the Sublease. In addition, Guarantor shall pay to Sublandlord all
accrued, unpaid and accruing Rent and other charges under the Sublease for the remainder of the
Sublease Term. At the option of Sublandlord, Guarantor shall either: (a) pay Sublandlord an
amount equal to the Rent and other charges which would have been payable for the unexpired
portion of the Term reduced to present-day value; or (b) execute and deliver to Sublandlord a new
Sublease for the balance of the Term with the same terms and conditions as the Sublease, but with
Guarantor as Subtenant thereunder.' Any operation of any present or future debtor's relief act or
similar act, or law or decision of any court, shall in no way affect the obligations of Guarantor or
Subtenant to perform any of the terms, covenants or conditions of the Sublease or of this Guaranty.

II. Guarantor assumes full responsibility for keeping fully informed of the financial
condition of Subtenant and all other circumstances affecting Subtenant's ability to perform its
obligations to Sublandlord, and agrees that Sub landlord shall have no duty to report to Guarantor
any information which Sublandlord receives about Subtenant's financial condition or any
circumstances bearing on Subtenant's ability to perform.

12. The covenants and obligations of Guarantor hereunder are independent of the
Subtenant's obligations under the Sublease and are binding upon the Guarantor not .....ithstanding
the fact that the Guarantor is not the signatory to the Sublease; separate action or actions may be
brought against any Guarantor hereon, whether or not action is brought against Subtenant or any
co-guarantor or Subtenant or any co-guarantor be joined in any such action or actions.

13. Any indebtedness or other obligations of Subtenant now or hereafter held by
Guarantor is hereby subordinated to Subtenant's obligations to Sublandlord, and such indebtedness
or other obligations of Subtenant to Guarantor, if Sublandlord so requests, shall. be collected,
enforced and received by Guarantor as a trustee for Sublandlord and be paid over to Sublandlord
on account of Subtenant's obligations to Sublandlord, but without reducing or affecting in any
manner the liability of Guarantor under the other provisions of this Guaranty.

3
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14. Guarantor authorizes Sublandlord, without giving notice to Guarantor or

obtaining Guarantor's consent and without affecting the liability of Guarantor, from time to time,
to: (a) renew or extend all or any portion of Subtenant's obligations under the Sublease or the
Sublease itself; (b) declare all sums owing to Sublandlord under the Sublease due and payable
upon the occurrence of a default or event of default under the Sublease; (c) make changes in the
dates specified for payments of any sums payable in periodic installments under the Sublease;
(d) otherwise modify the terms of the Sublease; (e) take and hold security for the performance of
Subtenant's obligations under the Sublease and exchange, enforce, waive and release any such
security; (f) apply such security and direct the order or manner of sale thereof as Sublandlord in
Sublandlord's discretion may determine; (g) release, substitute or add anyone or more endorsers
of the Sublease or guarantors of Subtenant's obligations under the Sublease; and (h) assign this
Guaranty in whole or in part.

15. This Guaranty shall be enforceable by Sublandlord in accordance with the laws of
the State of California and shall be construed in accordance therewith. Guarantor agrees to pay
attorneys' fees and all other costs and expenses which may be incurred by Sublandlord in
enforcement of this Guaranty. Until paid to Sublandlord, such sums will bear interest from the
date such costs and expenses are incurred at the maximum rate permitted by law.

16. No delay or failure on the part of Sublandlord to pursue any right or remedy
hereunder or under the Sublease shall constitute a waiver of that right or remedy. All remedies of
Sub landlord against Guarantor are cumulative.

17. The obligations and promises set forth herein shall be joint and several
undertakings of each of the persons executing this Guaranty as a Guarantor, and Sublandlord may
proceed hereunder against anyone or more of said persons without waiving its right to proceed
against any of the others. The usc of the singular herein shall include the plural.

18. Guarantor acknowledges that its undertakings given hereunder are given in
consideration of Sublandlord's entering into the Sublease and that Sublandlord would nut
consununate the Sublease were it not for the execution and delivery of this Guaranty.

19. The provisions of this Guaranty will bind and benefit the heirs, executors,
administrators, legal representatives, successors and assigns of Guarantor and Sublandlord,
However, Guarantor may not assign this Guaranty or its obligations hereunder, without
Sublandlord's prior written consent, which may be withheld in Sublandlord's sole and absolute
discretion.

20. Guarantor individually represents and warrants that it has all requisite power and
authority to execute, deliver, perform and be legally bound by this Guaranty on the terms and
conditions herein stated and transact any other business with Sublandlord as necessary to fulfill the
terms of this Guaranty.

21. No provision of this Guaranty or Sublandlord's rights hereunder can be waived or
modified nor can Guarantor be released from its obligations hereunder except by a writing
executed by Sublandlord. No such waiver shall be applicable except in the specific instance for
which given.

4
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22. Guarantor hereb)' waives its right to trial by jury of any cause of action, claim,

counterclaim or cross-complaint in any action, proceeding and/or hearing brought by either
Sublandlord against Subtenant and/or Guarantor or Subtenant against Sublandlord and/or
Guarantor, or by Guarantor against Sublandlord and/or Subtenant, on any matter
whatsoever arising out of, or in any way connected with, this Guaranty and/or the Sublease,
the relationship of Sublandlord, Subtenant and Guarantor, Subtenant's use and occupancy
of the Subleased Premises or Common Area, or any claim of injury or damage, or the
enforcement of any remedy under any law, statute, or regulation, emergency or otherwise,
now of hereafter in effect.

23. The term "Subtenant" will mean both the named Subtenant and any other person or
entity at any time assuming, subleasing or otherwise becoming primarily liable for all or any part
of the Subtenant's obligations. The term "Sublandlord" will mean both the Sublandlord named
herein and any future owner or holder of Sub landlord's interest in the Subleased Premises.
Sublandlord may, without notice, assign this Guaranty in whole or in part without extinguishing or
reducing the liability of the Guarantor.

24. All notices or other communications required or permitted to be given hereunder
shall be in writing and shall be given in the manner required for giving notices as set forth in the
Sublease. For purposes of notice, the addresses of the parties shall be as set forth on the signature
page hereof; provided, however, that any party shall have the right to change its address for notice
hereunder to any other location by giving notice to the other party in the manner set forth above.

IN WITNESS WHEREOF, the undersigned has executed this Guaranty as of the day and
year first above wri tten,

Address of Guarantor:

4440 Everts Street
Pacific Beach, California 92109

,ns.:.f>i<·al Security No: 622-27-5468

Address of Sub landlord:

Driscoll Mission Bay LLC
1500 Ouivira Way
San Diego, California,--·""'92""1""0""9 _

5
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Merv R. Thompson, Esq.
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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

MISSION BAY MARINA

and filed in the Office ofthe City Clerk as Document No. 766042, as amended by First
Amendment, filed in the Office of the City Clerk as Document No. RR-265857 and subsequently
assigned to

DRISCOLL MISSION BAY LLC

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

BAY ISLAND YACHTS, a California Company

(SUBLESSEE) dated August 1,2000. 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:

I) The term of this Sublease Agreement is approved for a period of one (1) year
commencing upon the date this Consent to Sublease Agreement is executed by
CITY. LESSEE and SUBLESSEE acknowledge and understand that this leasehold
is included in a planned redevelopment of the Quivira Basin area of Mission Bay
Park. The redevelopment may require that facilities and/or uses, including this
SUBLESSEE, be terminated with ninety (90) days advance written notice.

2) Additional conditions attached as ADDENDUM A: "MINIMUM STANDARD
SUBLEASE CONDITIONS".



The undersigned hereby agrees to the terms and conditions set forth in this Consent to Sublease
Agreement.

Dated:~
raig . Gibson

Acting Supervising Property Agent
for the City Manager

Dated: !oj(Z 1<:50
I I

~+_IJ~{(
Driscoll Mission Bay (SUBLESSOR)
T~ornOJ A. UI-1-.rCdlj

A ;J t.d
l!aYisl;1( Yachts (SUB=-=L'-:E=-=S'-:SC=EC=E'--)-

/Vei( ~ l-{ey f>o~
APPROVED AS TO FORM:

By:

Dated/t'--:z.:.... ~ By:

CASEY GWINN, City Attorney

Dated: 1/-'97-li~
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ADDENDUM A

MINIMUM STANDARD SUBLEASE CONDITIONS

ASSIGNMENT AND SUBLEASING: SUBLESSEE shall not assign the sublease or sublet the
premises or any part thereof without the prior written consent of LESSEE and The City of San
Diego, hereinafter, "CITY". An assignment by operation oflaw shall automatically terminate this
lease.

HOLD HARMLESS: SUBLESSEE shall assume the defense of, indemnify and hold harmless
LESSEE and CITY 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, the
condition of the premises or from any act or omission of SUBLESSEE, his agents and 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.

INSURANCE: SUBLESSEE shall be insured by an insurance carrier acceptable to the LESSEE
and CITY against loss from public liability arising from the use or condition of or operation
conducted on the leased premises. Minimum coverage shall be $1 million COMBINED
SINGLE LIMIT LIABILITY in an occurrence form. A copy of the policy of insurance shall be
filed with CITY 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 canceled without 30 days prior
written notice to CITY by the insurance company.

LEGAL PROCEEDINGS: Should it become necessary for LESSEE or 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 and
attorney's fees.

SUBORDINATION: This agreement is in effect a Sublease of a portion of the premises covered
by that certain Lease Agreement (Master Lease) dated March 5, 1979, between the SUBLESSOR
herein and the City of San Diego. This sublease is subject and subordinate to the covenants and
conditions of said Lease Agreement (Master Lease) notwithstanding any provision hereof
contrary to or in conflict with said Sublease agreement.
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SUBLEASE

TInS SUBLEASE ("Sublease"), dated for reference purposes only as of If I 00
into by and between DRISCOLL MISSION BAY LLC, a California limited liabili

13 .r: nJ a.ch if
~isentered

("Si.lblandlord") and

a ("Subtenant"), with reference to the following facts:

A. Master Lease. Sublandlord is the successor "Lessee" under that certain Lease dated March 5, 1979, between
the CITY OF SAN DIEGO, a municipal corporation ("City"), as Lessor, and MISSION BAY MARINA, a California limited
partnership, as Lessee, a copy of which is attached hereto as Exhibit A and incorporated herein by reference (as amended from
time to time, the "Master Lease"), for certain leased premises in Quivira Basin at Mission Bay Park, San Diego, Califomia,
commonly known as·"Mission Bay Marina" and more particularly described in the Master Lease (the "Master Premises").

B. Sublease. Sublandlord desires to sublease to Subtenant that portion of the Master Premises described on
Exhibit B (the "Subleased Premises",) and Subtenant desires to sublease the Subleased Premises from Sublandlord, on the terms
and conditions provided in this Sublease.

NOW, THEREFORE, in consideration of the foregoing and the agreements contained herein, Sub landlord and Subtenant
agree as follows:

I. Sublease. Sub landlord hereby subleases the Subleased Premises to Subtenant, and Subtenant hires and takes
the Subleased Premises from Sublandlord, on the terms and conditions set forth in this Sublease. Sublandlord also grants to
Subtenant, subject to the terms of this Sublease and on all the terms and conditions set forth herein, nonexclusive rights to use
the driveways, parking areas and other common areas of the Master Premises (the "Common Areas").

2. Term.

2.1 Primary Term. The primary term of this Sublease (the "Term") shall commence on
frU /00- ~, (the "Commencement Date") and shall expire at midnight . t:<vo ~years

thereafter, 6n ~Z"30 2. (the "Expiration Date"), subject to earlier termination as provided in this
Sublease.

3. Rent.

. 3.1 Basic Rent. Subtenant agrees to pay Sublandlord rent in the amount of Two hund red
ted;J 6:{fa Dollars rs 2.~ •00 )per month commencing on the

Commencement ~te, and continuing monthly in advance thereafter, on the first day of each month, payable each and every
month thereafter during the term of this Sublease.

3.2 Additional Rent. In addition to Basic Rent, Subtenant agrees to pay to Sub landlord as additional rent
("Additional Rent") at times hereinafter specified in this Sublease any other amounts that Subtenant assumes or agrees to pay
under the provisions of this Sublease that are owed to Sub landlord, including, without limitation, any and all other sums that may
become due by reason of any default of Subtenant or Subtenant's failure to comply with the agreements, terms, covenants and
conditions of this Sublease to be performed by Subtenant.

3.3 Increase in Pen:eutage Rental under Master Lease. Rent payable under this Sublease is subject to a
percentage rental payable by Sub landlord to Master Landlord under the Master Lease. In the event Master Landlord increases
the percentages payable under the Master Lease for the Rent paid under this Sublease, Basic Rent shall be increased so that
Sub landlord receives the same net sublease rent (net of percentage rent payable under the Master Lease) as Sub landlord would
have received if Master Landlord had not increased the percentage payable under the Master Lease.

3.4 RenI. Basic Rent and Additional Rent shall together be denominated "Rent". Rent shall be paid to
Sublandlord, without abatement, deduction or offset, in lawful money of the United States of America at the office of Sub landlord
or to such other person or at such other place as Sub landlord may from time to time designate in writing.
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3.5 Proration. In the event that Rent commences with respect to the Premises on a day other than the first
day'of a calendar month, Rent shall be prorated with respect thereto on the basis of a thirty (30) day month and shall be due and
payable for such prorated portion of the month on the date that Rent commences.

3.6 Rent Independent All Rent and other monetary obligations shall be paid by Subtenant without notice
or demand and without set-off, counterclaim, recoupment, abatement, suspension, deferment, diminution, deduction, reduction
or defense.

4. Security Deposit. Subtenant shall pay to Sub landlord upon the execution of this Sublease a security deposit
of f"-'D hC/I''ldt-eJ ecj 6~ Dollars ($ 24'0.00 )(the Security Deposit"). The Security Deposit shall be
utilized by Sublandlord for the satis~on of any default by Subtenant under this Sublease. The Security Deposit shall not bear
interest and may be deposited by Sub landlord in its general accounts. If Sublandlord applies any part of the Security Deposit
to cure any default of Subtenant, Subtenant shall on demand deposit with Sublandlord the amount so applied that Sub landlord
shall have the full Security Deposit on hand at all times during the Term of this Sublease.

5. Use.

5.1 ~. Subtenant shall use the Subleased Premises for 0 e Cs'> a..n c1 l/se J
y q ch ti 'S"Q- Ie r purposes and shall not use the Subleased Premises, or permit or suffer the

Subleased Premises to be used, for any other purpose without the prior written consent of Sub landlord, which Sub landlord may
withhold in its sole and absolute discretion.

5.2 Compliance with Law. Subtenant shall use the Subleased Premises in compliance with all current or
future federal, state and local laws and regulations, and all covenants, conditions and restrictions applicable to the Master
Premises. Subtenant shall not use or occupy the Subleased Premises in violation of any law, regulation or covenant, condition
or restriction applicable to the Master Premises, or the certificate of occupancy issued for the Building and shall, upon five (5)
days' written notice from Sublandlord, discontinue any use of the Subleased Premises which is declared by any governmental
authority having jurisdiction to be a violation of law or of said certificate of occupancy. Subtenant shall, at its expense, comply
with any direction of any governmental authority having jurisdiction which shall, by reason of the nature of Subtenant's use or
occupancy of the Subleased Premises, impose any duty upon Subtenant or Sub landlord with respect to the Subleased Premises
or with respect to the use or occupation thereof.

5.3 Insurance Requirements. Subtenant shall not do or permit to be done anything which will invalidate
or increase the cost of any fire, extended coverage or any other insurance policy covering the Master Premises. Subtenant shall
comply with all rules, orders, regulations and requirements of the insurers of the Master Premises. Subtenant shall promptly,
upon demand, reimburse Sub landlord for any additional premium charged for any policy by reason of Subtenant's failure to
comply with the provisions of this Section.

5.4 Key to Subleased Premises. Subtenant shall make available to Sublandlord on a twenty-four (24) hour
per day basis keys to locks to doors in the Subleased Premises for the purpose of emergency access. Additionally, if requested
by Sublandlord, or required by a governmental agency, Subtenant agrees to such keys being maintained in a fire department
controlled lock box located on the Subleased Premises.

5.5 Exterior Chapges. Subtenant shall make no changes to the exterior of the Building without the prior
written approval of Sublandlord, which approval may be withheld in Sublandlord's sole and unfettered discretion.

5.6 SiiIu, No sign, advertisement or notice which is visible outside the Building shall be exhibited.
painted or affixed by Subtenant or any part of the Subleased Premises, or on any part of the exterior of the Building, without the
prior written consent of Sub landlord. All such signage shall be in compliance with applicable laws. Such signs shall be installed
at Subtenant's sole cost, and the cost of removing such signs and repairing the Building at the end of the term of the Sublease
shall be paid by Subtenant.

5.7 Load Rating. No equipment weighing in excess of the load per square foot which such floor was
designed to carry, or which is allowed by law, shall be placed upon the Subleased Premises.
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5.8 Unlawful Purpose. Subtenant shall not allow the Subleased Premises to be used for unlawful
purposes, nor shall Subtenant cause, maintain or permit any nuisance or waste in or on the Subleased Premises.

6. Common Areas.

6.1 COmmQn Areas - Definition. The term "Common Areas" is defined as all areas and facilities outside
the Subleased Premises and any other tenant's premises and within the exterior boundary line of the Master Premises that are
provided and designated by Sub landlord from time to time for the general nonexc:lusive use of Sublandlord, Subtenant and other
tenant(s) and their respective employees, suppliers, shippers, customers and invitees, inc:luding but not limited to common
entrances, lobbies, corridors, stairways and stairwells, public restrooms, elevators, mechanical and electrical rooms, parking areas
to the extent not otherwise prohibited by this Sublease, loading and unloading areas, trash areas, roadways, sidewalks, walkways,
parkways, ramps, driveways, landscaped areas and decorative walls. Sublandlord shall have the right to exclude any portion of
the Building and Master Premises other than the Subleased Premises from the Common Areas under this Sublease.

6.2 CQmmon Areas - Rules and RegulatiQns. Subtenant agrees to abide by and conform to the rules and
regulations adopted by Sublandlord from time to time with respect to the Building and Common Areas, and to cause its
employees, suppliers, shippers, customers, and invitees to so abide and conform, Sublandlord or such other person(s) as
Sublandlord may appoint shall have the exc:lusive control and management of the Common Areas and shall have the right, from
time to time, to modify, amend and enforce said rules and regulations, Sublandlord shall not be responsible to Subtenant for the
non-compliance with said rules and regulations by other sub lessees of the Master Premises, their agents, employees and invitees.

time to time:
6.3 Common Areas - Changes. Sublandlord shall have the right, in Sublandlord's sole discretion, from

(a) To make changes to the Building interior and exterior and Common Areas, inc:luding, without
limitation, changes in the location, size, shape, number, and appearance thereof, inc:luding but not limited to the lobbies, windows,
stairways, air shafts, elevators, escalators, restrooms, driveways, entrances, parking spaces, parking areas, loading and unloading
areas, ingress, egress, direction of traffic, decorative walls, landscaped areas and walkways; provided, however, Sublandlord shall
at all times provide the parking facilities required hereunder.

(b) TQ close temporarily any of the Common Areas for maintenance and repair and replacement
purposes so long as reasonable access to the Subleased Premises remains available;

(c) TQ add additional improvements to the Common Areas;

(d) TQ use the Common Areas while engaged in making additional improvements, repairs or
alterations to the Master Premises, or any portion thereof;

(e) To do and perform such other acts and make such other changes in, to or with respect to the
Common Areas as Sublandlord may, in the exercise of sound business judgment, deem to be appropriate.

6.4 Parking. Subtenant shall be entitled to the nonexclusive use of the vehicle parking spaces, on an
unreserved and unassigned basis, on those portions of the Common Areas designated by Sublandlord for parking purposes from
time to time. Subtenant shall not use more parking spaces than allotted to Subtenant hereunder. Said parking spaces shall be
used only for parking by vehic:les no larger than full size passenger automobiles or pickup trucks. Subtenant shall not permit or
allow any vehicles that belong to or that are controlled by Subtenant or Subtenant's employees, suppliers, shippers, customers
or invitees to be loaded, unloaded or parked in areas other than those designated by Sub landlord for such activities. If Subtenant
permits or allows any such activities other than in the spaces designated for the same, then Sublandlord shall have the right,
without notice, and in addition to such Qther rights and remedies that it might have under this Sublease Qr at law, to remQve Qr
tow away the vehic:le involved and charge the CQstthereof to Subtenant, which CQstshall be immediately payable upon demand
by Sub landlord as AdditiQnal Rent.
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7. Condition of Subleased Premises .. .
7.1 NQ RePresentatiQn. Subtenant acknowledges that it is in possession of the Subleased Premises and

is thoroughly familiar with their condition, Subtenant acknowledges that, except as expressly set fQrthherein, neither Sublandlord
nor any agent of Sublandlord has made any representations or warranties, express or implied, with respect to (i) the condition
of the Subleased Premises, the Building or the Master Premises, (ii) the suitability of the Subleased Premises for Subtenant's
purposes (iii) the location, use, design, merchantability, fitness for use for a particular purpose, condltion or durability thereof,
(iv) the existence of Hazardous Materials (as defined in Section 23.6), (v) the quality of the material or workmanship therein;
and all risks incidental to the Subleased Premises shall be borne by Subtenant. Except as expressly provided herein, IN THE
EVENT OF ANY DEFECT OR DEFICIENCY OF ANY NATIJRE IN THE SUBLEASED PREMISES OR-ANY FIXTIJRE
OR OTHER ITEM CONSTITIJ11NG A PORTION THEREOF, WHETHER PATENT OR LATENT, LANDLORD SHALL
NOT HAVE ANY RESPONSIBILITY OR LIABILITY WITII RESPECT THERETO. THE PROVISIONS OF THIS
SECTION HAVE BEEN NEGOTIATED AND ARE INTENDED TO BE A COMPLETE EXCLUSION AND NEGAnON
OF ALL WARRANTIES BY LANDLORD, EXPRESS OR IMPLIED.

8. Utilities and Services.

8.1 Utilities Provided. Sublandlord shall furnish to the Subleased Premises reasonable quantities of water,
sewer, gas, electricity and trash removal as required for Subtenant's use.

8.2 Utilities and Services NQt Provided. Subtenant shall arrange, and pay the supplier directly, for all
telephone and (except as provided in Section 8.1) all other utilities and services supplied to the Subleased Premises, together with
any connection charges and taxes thereon,

8.3 NQ Liability. Sublandlord shall not be liable for, nor shall any eviction of Subtenant result from, the
failure of any such utility or service to be furnished to the Subleased Premises, whether such failure is caused by accident,
breakage, repairs, strikes, lockouts or other labor disturbances or labor disputes of any character, governmental regulation,
moratorium or other governmental action, In the event of such failure, Subtenant shall not be entitled to any abatement or
reduction of Rent, nor shall Subtenant be relieved from the operation of any covenant or agreement of this Sublease.

8.4 NQ Increase in Requirements. Subtenant shall not, without the prior written consent of Sublandlord,
use any device in the Subleased Premises, including without limitation special equipment or machines, which will in any way
unreasonably increase the amount of electricity or water available to the Subleased Premises over that initially provided.
Subtenant shall pay tQ SublandlQrd as AdditiQnal Rent an amQunt equal to all CQstsincurred by SublandlQrd to prQvide such
excess services and utilities, which payment shall be made within thirty (30) days after Subtenant is notified that SublandlQrd
has incurred said costs.

9. Repairs and Maintenance.

tear excepted.
9.1 CQmmQnAreas. SublandlQrdshall maintain the CQmmQnAreas in good cQnditiQn,Qrdinarywear and

9.2 Structural and Mechanical Elements. SublandlQrd shall repair and maintain the exteriQr Qf the
Building, the Building's foundatiQn, the Building's mechanical elements (i.e, the heating, ventilating, and air-conditiQning systems
servicing the Subleased Premises, and the unexposed electrical, plumbing, and sewage systems), the structural components Qf
the exteriQr walls and the structural cQmpQnentsQfthe roof Qfthe Building.

9.3 SYbtenant'sSQleCQst. Except for Sublandlord's obligatiQnspursuant tQSection 9.2 above, Subtenant
shall, at Subtenant's sole CQstand expense, keep the Subleased Premises and every part thereQf (structural and nQnstructural,
whether Qr not such pQrtiQnQf the Subleased Premises needing repairs, or the means of repairing the same, are reasonably Qr
readily accessible tQSubtenant, and whether or nQtthe need for such repairs occurs as a result Qf Subtenant's use, any prior use,
the elements Qr the age Qf such portiQn Qf the Subleased Premises) in a good cQnditiQn,Qrdinary wear and tear excepted.
Subtenant shall, upon the expiratiQnor sooner terminatiQn Qfthe term hereQf, surrender the Subleased Premises tQSublandlord
in the same cQnditiQnas when received, ordinary wear and tear excepted. Subtenant's obligatiQns shall include restoratiQns,
replacements Qrrenewals, including capital expenditures fQrrestQratiQns,replacements Qrrenewals which will have a useful life
beyQnd the term Qfthis Sublease, when necessary tQkeep the Subleased Premises and all improvements thereQn Qra part thereof
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in good order, condition and repair and in compliance with all applicable laws. Except as expressly set forth in this Sublease,
it is intended by the parties hereto that Sub landlord sha1l have no obligation, in any manner whatsoever, to repair or maintain the
Subleased Premises, the improvements located thereof or the equipment therein, whether structural or nonstrueturaJ, all of which
obligations are intended to be the expense of Subtenant, whether or nor such repairs, maintenance or restoration shall have a
useful life extending beyond the term of this Sublease. Subtenant shall further be responsible for the cost of all alterations to
the Subleased Premises required by law, which alterations shall become the property of Sub landlord upon the expiration of this
Sublease.

9.4 Notice and SublandlQrd's Right to Repair Building. Prior to making any material repair to the
Building, Subtenant shall give to Sub landlord notice of the need for such repair. Sub landlord shall have the right, but not the
duty, to make all necessary repairs to the Building. If Sublandlord elects to make such repairs, the cost thereof shall be at
Subtenant's expense. If Sub landlord does not elect to make such repairs to the Building within a reasonable time of notice
thereof, Subtenant shall make such repair at its own cost and expense. Subtenant shall not make any repairs in a manner which
will defeat any warranty for the Subleased Premises.

9.5 No Liability. Sublandlord shall not be liable for any failure to make any repairs or to perform any
maintenance which is an obligation of Sub landlord unless such failure shall persist for an unreasonable time after written notice
of the need of such repairs or maintenance is given to Sub landlord by Subtenant. There shall be no abatement of Rent and no
liability of Sublandlord by reason of any injury to or interference with Subtenant's operations arising from the making of any
repairs, alterations or improvements in or to any portion of the Building or the Subleased Premises or in or to fixtures,
appurtenances and equipment therein unless such injury or interference is unreasonable. Subtenant waives any rights under
§ § 1941 and 1942 of the California CIVILCODE or under any law, statute or ordinance now or hereafter in effect to make repairs
at Sub landlord's expense.

9.6 pam age or Destruct jon. Notwithstanding any of the foregoing, in the event of fire, earthquake. flood,
war or similar cause of damage or destruction, this Article 9 shall not be applicable and the provisions of Article 14 entitled
"Damage or Destruction" shall apply and control.

10. Alterations.

10.1 No Alterations. Without Sub landlord's prior written consent, which consent shall not be unreasonably
withheld, Subtenant shall make no alterations, additions or improvements in or to the Subleased Premises. All such alterations,
additions or improvements shall be made only by licensed and qualified contractors or mechanics. Subtenant's contractor for
performing any alterations, additions or improvements shall be subject to Sub landlord's reasonable approval and shall maintain
appropriate insurance as reasonably required and approved by Sub landlord.

10.2 Servjce facilities. Subtenant agrees that there shall be no construction of partitions or other
obstructions which might interfere with free access to mechanical installations or service facilities of the Building or interfere
with the moving of Sub landlord's equipment to or from the enclosures containing said installations or facilities. furthermore,
any work by Subtenant shall be accomplished in such a manner as to permit any fire sprinkler system and fire water supply lines
to remain fully operable at all times.

10.3 Compliance With Law. Subtenant covenants and agrees that all work done by Subtenant shall be
performed in full compliance with all laws, rules, orders, ordinances, directions, regulations and requirements of all governmental
agencies, offices, departments, bureaus and boards having jurisdiction and in full compliance with the rules, orders, directions,
regulations and requirements of any applicable fire rating bureau. Subtenant shall provide Sub landlord with "as-built" plans
showing any material changes in the Subleased Premises.

10.4 Prior Notice. Before commencing any material work, Subtenant shall give Sublandlord at least fifteen
(15) days' prior written notice of the proposed commencement of such work.

10.5 Prooertv ofSybJandJord. All alterations, decorations, fixtures, equipment, additions and improvements
attached to or built into the Subleased Premises, made by either party, shall, unless Sublandlord elects otherwise at the time
consent for such alteration or an election by Sublandlord is obtained (or at the end of the term of this Sublease, if consent is not
obtained or an election by Sub landlord is not earlier requested), become the property of Sub landlord upon the expiration or earlier
termination of the term of this Sublease and shall remain upon and be surrendered with the Subleased Premises as a part thereof.
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If ~':lbland1ord elects to have such alterations removed, Subtenant shaI1 do so and shaI1 repair and restore the Subleased Premises
to the condition they were in prior to such alterations, all at Subtenant's sole cost.

10.6 Removal. Subtenant shall repair any damage to the Subleased Premises caused by Subtenant's removal
of any property from the Subleased Premises; and Subtenant shall only be entitled to remove property from the Subleased
Premises as expressly provided in this Sublease. During any such restoration period, Subtenant shall pay Rent to Sublandlord
as provided herein as if said space were otherwise occupied by Subtenant.

10.7 Personal Property. All articles of Subtenant's personal property, detachable machinery and equipment,
furniture and movable partitions which are owned by Subtenant and installed by Subtenant at its own expense in the Subleased
Premises shall be and remain the property of Subtenant and may be removed by Subtenant at any time during the term of this
Sublease when Subtenant is not in default hereunder. If Subtenant shall fail to remove all of its effects from the Subleased
Premises upon the termination of this Sublease, then Sublandlord may, at its option, remove the same in any manner that
Sublandlord may remove and store said effects without liability to Subtenant for loss thereof or damage thereto, and Subtenant
agrees to pay Sub landlord upon demand any expenses incurred in such removal and storage or Sublandlord may, at its option,
without notice, sell said property or any of the same, at private sale and without legal process, for such price as Sublandlord may
obtain; and Sub landlord may apply the proceeds of such sale against any amounts due under this Sublease from Subtenant to
Sublandlord and against any expenses incident to the removal, storage and sale of said personal property, with any balance of
the sales proceeds to be delivered to Subtenant.

11. Liens.

11.1 No Liens. Subtenant shall keep the Subleased Premises free from any liens arising out of work per-
formed, materials furnished and obligations incurred by Subtenant. Subtenant covenants and agrees that any mechanic's lien filed
against the Subleased Premises for work claimed to have been done for, or materials claimed to have been furnished to Subtenant,
will be discharged by Subtenant, by bond or otherwise, within thirty (30) days after the filing thereof, at the cost and expense
of Subtenant.

11.2 Advance by Sublandlord. Should Subtenant fail to discharge any such lien, Sub landlord may, at
Sublandlord's election; pay such claim or post a bond or otherwise provide security to eliminate the lien as a claim against title,
and the cost thereof shall be immediately due from Subtenant as Additional Rent.

11.3 Financing Statements. In the event Subtenant shall lease or finance the acquisition of equipment,
furnishings or other personal property of a removable nature utilized by Subtenant, Subtenant warrants that any UNIFORM
COMMERCIAL CODE Financing Statement executed by Subtenant will, upon its face or by exhibit thereto, indicate that such
Financing Statement is located within the Subleased Premises, the acquisition of which was financed by Subtenant pursuant to
said Financing Statement. In no event shall the address of the Building be furnished on the statement without qualifying language
as to applicability of the lien only to removable persona! property therein. Should any holder of a Financing Statement executed
by Subtenant record or place of record a Financing Statement which appears to constitute a lien against any interest of
Sublandlord or against equipment which may be located other than within the Subleased Premises, Subtenant shall, within ten
(10) days after filing such Financing Statement, cause (i) copies of the Security Agreement or other documents to which the
Financing Statement pertains to be furnished to Sublandlord to show that such lien is not applicable to Sublandlord's interest,
and (ii) its lender to amend documents of record so as to clarify that such lien is not applicable to any interest of Sub landlord in
the Subleased Premises. Sub landlord shall execute such documents as are reasonably required by Subtenant or Subtenant's
lenders or equipment lessors provided the same do not in any way alter the rights of Sub landlord under this Sublease.

12. Indemnification and Exculpation.

12.1 Indemnification by Subtenant. Subtenant, agrees to indemnify Sublandlord and its lenders, partners,
members, shareholders, directors, officers, managers, agents and employees (collectively "Sub landlord's Agents") against, and
to protect, defend and save them harmless from, all liability , demands, claims, causes of action or judgments, and all reasonable
expenses incurred in investigating or resisting the same (including reasonable professional fees, including without limitation, fees
for attorneys, architects, engineers, and environmenta! consultants), arising out of Subtenant's failure to fully perform under this
Sublease or for death of, or injury to, any person or damage to property (i) occurring in, upon or about the Subleased Premises,
(ii) arising from or out of Subtenant's use and occupancy of the Subleased Premises, or (iii) arising from or out of any act or
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omission of Subtenant, its agents, contractors, employees, servants and tenants ("Subtenant's Agents"), except if such death or
injury, or damage to property is caused by the willful act or gross negligence of Sublandiord or Sublandlord's Agents.

12.2 Indemnification by Sublandlord. Except as otherwise provided in this Article, Sub landlord agrees
to indemnify Subtenant and its shareholders, directors, officers, agents and employees (collectively "Subtenant's Agents") against,
and to protect, defend and save them harmless from all liability, demands, claims, causes of action or judgments, and all
reasonable expenses incurred in investigating or resisting the same (including reasonable attorneys' fees), for death of, or injury
to, any person or damage to property occurring in, upon, or about the Subleased Premises during the term of this Sublease caused
by the willful acts or gross negligence of Sub landlord or Sub landlord's Agents.

12.3 No Liability of Sub landlord. Notwithstanding any provision of Sect ions 12.1 and 12.2 to the contrary,
Sub landlord shall not be liable to Subtenant or any other party, and Subtenant assumes all risk of damage to personal property,
including loss of records kept within the Subleased Premises. Subtenant further waives any claim for injury to Subtenant's
operations or loss of income relating to any such damage or destruction of personal property, including any loss of records.

12.4 Assumptjon of Risk. Additionally, Sublandlord shall not be liable to Subtenant or any other party,
and Subtenant assumes all risk of damage and liability (other than as may be covered by insurance or by a third party), resulting
from any defect or malfunction of any Building system or component of a Building system (such as HV AC, mechanical,
plumbing, electrical, waste disposal, or sewer) other than as set forth in Section 9.2 above.

12.5 Security Devjces. Security devices and services provided for the Building and Master Premises, while
intended to deter crime, may not in given instances prevent theft or other criminal acts, and it is agreed that Sub landlord shall
not be liable for injuries or losses caused by criminal acts of third parties. The risk that any security device may malfunction or
otherwise be circumvented by a criminal is assumed by Subtenant. Subtenant shall, at Subtenant's cost, obtain applicable
insurance coverages to the extent Subtenant desires protection against such criminal acts.

13. Insurance.

13.1 Insurance on Bujldjnl:. Sublandlord shall carry insurance upon the Building and its improvements
as is required by the Master Lease.

13.2 Liabjlity InSUrance. Subtenant, at its own cost, shall procure and continue in effect, from the
Commencement Date or the date of occupancy, whichever first occurs, and continuing throughout the term of this Sublease and
thereafter until Subtenant has fully and finally surrendered the Subleased Premises to Sublandlord, comprehensive public liability
insurance with limits of not less than One Million Dollars ($1,000,000) per occurrence for death, bodily injury or property
damage with respect to the Subleased Premises and insurance on all of its personal property. The deductible amounts of such
policy of insurance shall not exceed Five Thousand Dollars ($5,000).

13.3 Addjtionallnsureds. The aforesaid insurance required of Subtenant shall name as additional insureds
Sub landlord, its officers, directors, shareholders, partners, members and lenders, and Sublandlord's property manager, agents and
representatives for the Subleased Premises. Said insurance shall be with companies having a policyholder rating of not less than
A+ and financial category rating of Class IX in "Best's Insurance Guide". Subtenant shall cause any insurance companies issuing
policies to Subtenant to furnish certificates evidencing such coverage to Sub landlord. No such policies shall be cancelable or
subject to reduction of coverage or other modification or cancellation except after thirty (30) days' prior written notice to
Sub landlord from the insurer. All such policies shall be written as primary policies, not contributing with and not in excess of
the coverage which Sublandlord may carry. Any of Subtenant's policies may be in the nature of a "blanket policy" which
specifically provides that the amount of insurance shall not be prejudiced by other losses covered by the policy. Subtenant shall,
at least twenty (20) days prior to the expiration of any such policies, furnish Sublandlord with renewals or binders. Subtenant
agrees that if Subtenant fails to procure and maintain such insurance, Sub landlord may (but shall not be required to) procure said
insurance on Subtenant's behalf and charge Subtenant the premiums for any such policies, together with a ten percent (10%)
handling charge, payable upon demand.

13.4 Fixtures and Other Items. Subtenant assumes the risk of damage to any fixtures, goods inventory,
merchandise, equipment and personal property of any kind. Sub landlord shall not be liable for injury to Subtenant's operations
or any loss of income therefore relative to damage to such items, all as more particularly set forth herein. Subtenant, at
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Subtenant's cost, shall cany such insurance as Subtenant desires for Subtenant's protection with respect to such items, business
interruption or loss of income.

13.S Lender and Others. If any policy of insurance is to name Sublandlord as additional insured, Subtenant
shall, upon written request of Sublandlord, also designate as an additional insured, and furnish certificates evidencing
Sublandlord as an additional insured to, (i) any lender to Sublandlord holding a security interest in the Building or, andlor (ii)
the Sublandlord under any lease wherein Sublandlord is or shall become a tenant under a ground lease for the Master Premises
rather than that of fee owner, andlor (iii) Sublandlord's member, property manager, agents and representatives.

13.6 Waiyer of Subrogation. Sublandlord and Subtenant each hereby waive any and all rights of recovery
against the other, or against the officers, employees, agents and representatives of the other, on account of loss or damage
occasioned.to such waiving party or its property or the property of others under its control to the extent that such loss or damage
is insured against under any fire and extended coverage insurance policy which either party may have in force at the time of such
loss or damage, such waivers to continue as long as their respective insurers so permit Any termination of such a waiver shall
be by written notice of circumstances as hereinafter set forth. Sublandlord and Subtenant, upon obtaining the policies of
insurance required or permitted under this Sublease, shall give notice to the insurance carrier or carriers that the foregoing mutual
waiver of subrogation is contained in this Sublease. If such policies are unobtainable with such waiver or obtainable only at
premium over that chargeable without such waiver, the party seeking such policy shall notify the other thereof, and the latter shall
have ten (10) days thereafter to either (i) procure such insurance in companies reasonably satisfactory to the other party or (ii)
agree to pay such additional premium. If neither (i) nor (ii) are done, this Section 13.6 shall have no effect during such time as
such policies are unobtainable or the party in whose factor a waiver of subrogation is desired shall refuse to pay the additional
premium. If such policies shall at any time be unobtainable, but subsequently shall be obtainable, neither party shall be
subsequently liable for a failure to obtain such insurance until a reasonable time after notification thereofby the other party. If
the release of either Sub landlord or Subtenant, as set forth in the first sentence of this Section shall contravene any law with
respect to exculpatory agreements, the liability of the party in question shall be deemed not released but shall be secondary to
the other's insurer.

13.7 Increases in InSUrance. At reasonable times, Sublandlord may require insurance policy limits to be
raised to conform with reasonable requirements of Sublandlord's lender or to bring coverage limits to the level then being required
of similar tenants of similar properties; provided, however, that Sublandlord may, in any event, require insurance policy limits
to be increased in proportion to any increase in the Consumer Price Index from the date of this Sublease to the date of the
requested adjustments.

14. Damage or Destruction.

14.1 Destruction Due to Risk Covered by Insurance.

(a) If, during the term, the Subleased Premises or the Building are totally or partially destroyed
from a risk covered by the insurance described in Section 13.1, rendering the premises totally or partially inaccessible or
unusable, Sublandlord shall restore the Subleased Premises or the Building to substantially the same condition as they were in
immediately before destruction. Such destruction shall not terminate this Sublease. If the existing laws do not permit the
restoration, either party can terminate this lease immediately by giving notice to the other party.

(b) If the cost of the restoration exceeds the amount of proceeds received from the insurance
required under Section 13.1, Sub landlord can elect to terminate this Sublease by giving notice to Subtenant within fifteen (15)
days after determining that the restoration cost will exceed the insurance proceeds. In the case of destruction to the Subleased
Premises only, if Sublandlord elects to terminate this Sublease, Subtenant, within fifteen (15) days after receiving Sublandlord's
notice to terminate, can elect to pay to Sublandlord, at the time Subtenant notifies Sublandlord of its election, the difference
between the amount of insurance proceeds and the cost of restoration, in which case Sublandlord shall restore the Subleased
Premises. Sublandlord shall give Subtenant satisfactory evidence that all sums contributed by Subtenant as provided in this
Section 14.1 have been expended by Sublandlord in paying the cost of restoration.

(c) IfSublandlord elects to terminate this Sublease and Subtenant does not elect to contribute
toward the cost of restoration as provided in this SectIon 14.1, this Sublease shall terminate.

14.2 Destruction Due to Risk Not Covered by InSUrance.
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(a) I~ during the Term. the Subleased Premises or the Building are totally or partially destroyed
from a risk not covered by the insurance described in Section 14.1. rendering the Subleased Premises totally or partially
inaccessible or unusable, Sub landlord shall restore the Subleased Premises or the Building to substantially the same condition
as they were in immediately before destruction. Such destruction shall not terminate this Sublease. If the existing laws do not
permit the restoration. either party can terminate this Sublease immediately by giving notice to the other party.

(b) If the cost of restoration exceeds five percent (5%) of the then replacement value of the
Subleased Premises or the Building that are destroyed, Sublandlord can elect to terminate this Sublease by giving notice to
Subtenant within fifteen (15) days after determining the restoration cost and replacement value.

. (c) In the case of destruction to the Subleased Premises only, if Sublandlord elects to terminate
this Sublease Subtenant, within fifteen (15) days after receiving Sublandlord's notice to terminate, can elect to pay to Sublandlord,
at the time Subtenant notifies Sublandlord of its election, the difference between five percent (5%) of the then replacement value
of the Subleased Premises and the actual cost of restoration, in which case Sub landlord shall restore the Subleased Premises.
Sub landlord shall give Subtenant satisfactory evidence that all sums contributed by Subtenant as provided in this Section 14.2
have been expended by Sub landlord in paying the cost of restoration.

(d) IfSublandlord elects to terminate this Sublease and Subtenant does not elect to perform the
restoration or contribute toward the cost of restoration as provided in this Section 14.2, this Sublease shall terminate.

14.3 Extent of SybJandlord's Obligatjon To Restore. If Sublandlord is obligated to or elects to repair or
restore as herein provided, Sublandlord shall be obligated to repair or restore only those portions of the Building and the
Subleased Premises which were originally provided at Sublandlord's expense or for which insurance proceeds are available to
pay the costs to repair or restore; the repair and restoration of Subtenant's special tenant improvements for which no insurance
proceeds are available shall be the obligation of Subtenant.

14.4 Release. Upon any termination of this Sublease under any of the provisions of this Article, the parties
each shall be released thereby without further obligation to the other from the date of damage or destruction, except for any
liabilities or obligations theretofore incurred or arising from matters which have theretofore occurred (including any liability
related to the damage or destruction).

14.5 Abatement of Rent. In the event of repair, reconstruction or restoration as herein provided, Basic Rent
to be paid under this Sublease shall be abated as of the date of damage or destruction until the completion of the repairs and the
restoration, but only to the extent to which Subtenant's use of the Subleased Premises is impaired during the period of such repair,
reconstruction or restoration. If Sublandlord provides Subtenant with other space during the period of repair which is reasonably
suitable for the temporary conduct of Subtenant's operations. then Basic Rent shall not be abated. Subtenant shall not be entitled
to any compensation or damages from Sub landlord occasioned by any such damage, repair, reconstruction or restoration.

14.6 Damage at End of Tenn. Notwithstanding anything to the contrary contained in this Article,
Sub landlord shall have no obligation whatsoever to repair, reconstruct or restore the Subleased Premises when the damage
resulting from any casualty covered under this Article occurs during the last twelve (12) months of the Term of this Sublease.
In the event Sub landlord elects not to repair, reconstruct or restore the Subleased Premises when the damage resulting from any
casualty covered under this Article occurs during the last twelve (12) months of the term of this Sublease, Subtenant may, by
written notice delivered to Sublandlord within ten (10) days after receipt by Subtenant of Sub landlord's notice of its election not
to repair, reconstruct or restore the Subleased Premises, elect to terminate this Sublease.

IS. Eminent Domain.

IS.I :uking. In the event the whole of the Subleased Premises, or such critical and essential parts thereof
as shall deprive Subtenant of the usefulness of the Subleased Premises, be taken for any public or quasi-public purpose by any
lawful power or authority by exercise of the right of appropriation, condemnation or eminent domain, or sold to prevent such
taking, Subtenant or Sub landlord may terminate this Sublease effective as of the date possession is required to be surrendered
to said authority.
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· . 15.2 Restoration. Upon any taking, if this Sublease is not terminated pursuant to Section 15.1 above, then
Sub landlord promptly shall proceed to restore the Subleased Premises to substantially their same condition, to the extent
reasonably Possible, prior to such partial taking. If such restoration has been completed, thereafter Basic Annual Rent shall be
abated proportionately based on the percentage of the rental value of the Subleased Premises after such taking as compared to
the rental value of the Subleased Premises prior to such taking.

15.3 ~. Subtenant shall be entitled to any award which is specifically awarded as compensation for
the taking of Subtenant's personal property and fixtures, including excess tenant improvements which were installed at
Subtenant's expense and for costs of Subtenant moving to a new location. All other compensation awarded for such taking shall
belong to Sublandlord.

16. Defaults and Remedies.

16.1 Late Charge. Late payment by Subtenant to Sub landlord of Rent or other sums due will cause
Sub landlord to incur costs not contemplated by this Sublease, the exact amount of which is extremely difficult to ascertain. Such
costs include, but are not limited to, processing and accounting charges, attorneys' charges, late payment charges on a mortgage,
and so forth. In the event that Subtenant shall be in default for late payment under Section 16.4(a) hereoffor more than three
(3) days after notice from Sublandlord, Subtenant shall pay to Sub landlord a service charge in an amount of Fifteen Pen::ent
(15%) of the monthly Basic Rent for each month that a monthly installment of Rent remains unpaid, which Sub landlord and
Subtenant agree is not a penalty but is a reasonable estimate of the expenses Sublandlord may incur as a result of such late
payment. In the event of any such late payment, in addition to the foregoing service charge, the amount unpaid shall bear interest
at Bank of America's "reference rate" plus three (3) pen::ent per annum. Such interest shall be calculated from the date such
amount was due and payable until the same shall have been fully paid.

16.2 No Waiver. No payment by Subtenant or receipt by Sublandlord of a lesser amount than that due shall
be deemed to be other than on account of the amount due, nor shall any endorsement or statement on any check or any letter
accompanying any check or payment be deemed an accord and satisfaction, and Sublandlord may accept such check or payment
without prejudice to Sub landlord's right to recover the balance or pursue any other remedy provided. If at any time a dispute shall
arise as to any amount or sum of money to be paid by Subtenant to Sub landlord, Subtenant shall have the right to make payment
"under protest" and such payment shall not be regarded as a voluntary payment, and Subtenant shall have the right to institute
suit for recovery of the payment paid under protest.

16.3 Performance by Sub landlord. If Subtenant fails to perform any other act on its part to be performed
hereunder, Sublandlord may, without waiving or releasing Subtenant from any obligations of Subtenant, perform such act on
behalf of Subtenant.

16.4 Events of Default. The occurrence of anyone or more of the following events shall constitute a
"Default" hereunder by Subtenant:

(a) The failure by Subtenant to make any payment of Rent, as and when due;

(b) The failure by Subtenant to observe or perform any obligation other than described in
Section 16.4(a) above, to be performed by Subtenant where such failure shall continue for a period of thirty (30) days after
written notice thereof from Sublandlord to Subtenant. Such notice shall be in lieu of, and not in addition to, any notice required
under California CODEOFCIvIL PROCEDURE§ 1161; provided that, if the nature of Subtenant's default is such that it reasonably
requires more than thirty (30) days to cure, then Subtenant shall not be deemed to be in default if Subtenant shall commence such
cure within said thirty (30) day period and thereafter diligently prosecute the same to completion;

(c) Subtenant makes an assignment for the benefit of creditors;

(d) Subtenant flies a voluntary petition under any chapter of the BANKRUPTCYCODE;

(e) Subtenant makes a voluntary assignment for the benefit of creditors;
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(f) A receiver, trustee or custodian is appointed to, or does, take title, possession or control of
all, or substantially all, of Subtenant's assets, or any involuntary petition if filed against the Subtenant under any chapter of the
BANKRUPTCYCODE,and such petition or receiver, trustee or custodian is not dismissed within thirty (30) days; .

(g) Subtenant's interest in this Sublease is attached, executed upon or otherwise judicially seized
and such action is not released within thirty (30) days of the action; or

Materials.
(h) Subtenant fails to comply fully with all provisions in Article 23 concerning Hazardous

Notices given under this Section shall specify the alleged default and shall demand that Subtenant perform the provisions
of this Sublease within the applicable period of time, or quit the Subleased Premises. No such notice shall be deemed a forfeiture
or a termination of this Sublease unless Sublandlord elects otherwise in such notice.

16.5 Remedies. In the event of a Default by Subtenant, and at any time thereafter, with or without notice
or demand and without limiting Sublandlord in the exercise of any right or remedy which Sublandlord may have, Sublandlord
shall be entitled to terminate Subtenant's right to possession of the Subleased Premises by any lawful means, in which case this
Sublease shall terminate and Subtenant shall immediately surrender possession of the Subleased Premises to Sub landlord. In
such event, Sublandlord shall have the immediate right to re-enter and remove all persons and property, and such property may
be removed and stored in a public warehouse or elsewhere at the cost of and for the account of Subtenant, all without service
of notice or resort to legal process and without being deemed guilty of trespass or becoming liable for any loss or damage which
may be occasioned thereby. In the event that Sublandlord shall elect to so terminate this Sublease, then Sub landlord shall be
entitled to recover from Subtenant all damages incurred by Sublandlord by reason of Subtenant's default, including:

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

(b) 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 that portion of such rental loss which Subtenant proves could have
been reasonably avoided; plus

(c) 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 which Subtenant proves could have been .reasonably
avoided; plus

(d) Any other amount necessary to compensate Sublandlord for all the detriment proximately
caused by Subtenant's failure to perform its obligations under this Sublease or which in the ordinary course of things would be
likely to result therefrom, including but not limited to the cost of restoring the Subleased Premises to the condition required under
the terms of this Sublease; plus

(e) At Sublandlord's election, such other amounts in addition to or in lieu of the foregoing as
may be permitted from time to time by applicable law.

As used in Sections 16.5(a) and 16.S(b) above, "worth at the time of award" shall be computed by allowing interest at
the rate specified in Section 16.1 above. As used in Section 16.S(c) above, the "worth at the time of award" shall be computed
by determining the present value of such amount using the discount rate of the Federal Reserve Bank of San Francisco at the time
of award plus one percentage point.

16.6 Right of Re-Entrv. In the event of a Default by Subtenant, and at any time thereafter, with or without
terminating this Sublease, and with or without notice or demand and without limiting Sublandlord in the exercise of any right
or remedy which Sublandlord may have, Sublandlord shall have the immediate right to re-enter and remove all persons and
property, and such property may be removed and stored in a public warehouse or elsewhere at the cost of and for the account
of Subtenant, all without service of notice or resort to legal process and without being deemed guilty of trespass or becoming
liable for any loss or darnage which may be occasioned thereby. No such re-entry shall be considered or construed to be a
forcible entry by Sublandlord. If Sublandlord does not elect to terminate this Sublease as provided in this Section, then
Sublandlord may, from time to time, recover all Rent as it becomes due under this Sublease pursuant to California CIVILCODE
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§ 1951.4. At any time thereafter, Sub landlord may elect to terminate this Sublease and to recover damages to which Sub landlord
is entitled.

16.7 Proceeds of Relettinl:. In the event Sub landlord elects to terminate this Sublease and relet the
Subleased Premises, it may execute any new lease in its own name. Subtenant hereunder shall have no right or authority
whatsoever to collect any rent or other sums from such tenant. The proceeds of any such reletting shall be applied as follows:

(a) First, to the payment of any indebtedness other than Rent due hereunder from Subtenant to
Sub landlord, including but not limited to storage charges or brokerage commissions owing from Subtenant to Sub landlord as the
result of such reletting;

. (b) Second, to the payment of the costs and expenses of reletting the Subleased Premises,
including alterations and repairs which Sublandlord deems reasonably necessary and advisable, and reasonable attorneys' fees
incurred by Sublandlord in connection with the retaking of the Subleased Premises and such reletting;

(c) Third, to the payment of Rent and other charges due and unpaid hereunder; and

Sublease.
(d) Fourth, to the payment of future Rent and other damages payable by Subtenant under this

16.8 Non-Exclusive. All rights, options and remedies of Sublandlord contained in this Sublease shall be
construed and held to be nonexclusive and cumulative. Sub landlord shall have the right to pursue any or all of such remedies
or any other remedy or relief which may be provided by law, whether or not stated in this Sublease. No waiver of any default
of Subtenant hereunder shall be implied from the acceptance by Sub landlord of any Rent or other payments due hereunder or
any omission by Sub landlord to take any action on account of such default if such default persists or is repeated, and no express
waiver shall affect defaults other than as specified in said waiver.

16.9 No Relief. Termination of this Sublease or Subtenant's right to possession by Sublandlord shall not
relieve Subtenant from any liability to Sublandlord which has theretofore accrued or shall arise based upon events which occurred
prior to the later of (i) the date of Sublease termination, or (ii) the date possession of Subleased Premises is surrendered to
Sub landlord.

16.10 Ril:ht to Cure. Sub landlord shall not be in default hereunder unless Sublandlord fails to perform an
obligation required of Sub landlord within a reasonable time, but in no event later than thirty (30) days after written notice by
Subtenant specifically identifying the obligation Sublandlord has failed to perform; provided, however, that if the nature of
Sublandlord's obligation is such that more than thirty (30) days are required for performance, then Sub landlord shall not be in
default if Sub landlord commences performance within such thirty (30) day period and thereafter diligently prosecutes the same
to completion.

16.11 Lender's RiiWt to Cure. In the event of any default on the part of Sub landlord, Subtenant shall give
notice, by registered or certified mail, at any address provided to Subtenant, to any beneficiary of a deed of trust or mortgagee
of a mortgage covering the Building or Subleased Premises whose address shall have been furnished to Subtenant and Subtenant
shall offer such beneficiary or mortgagee a reasonable opportunity to cure the default, not to exceed Sublandlord's cure period
plus thirty (30) days.

17. Assignment or Subletting.

17.1 Assirmment or Sublettinl:. Except as hereinafter provided, Subtenant shall not, either voluntarily or
by operation of law, assign, sell, hypothecate or transfer this Sublease, or sublet the Subleased Premises or any pan hereof, or
permit or suffer the Subleased Premises or any pan thereof to be used or occupied as work space, storage space, mailing
privileges, concession or otherwise by anyone other than Subtenant, Subtenant's members or Subtenant's employees, without' the
prior written consent of Sub landlord in each instance, which consent may be withheld by Sublandlord in its sole and absolute
discretion. A transfer of more than fifty percent (500/0) of the equity ownership of Subtenant during any two-year period to a
party (or to an affiliated group ofpanies) shall constitute a prohibited assignment; provided, however, this provision shall not
be applicable if such transfers occurred on a public stock exchange.
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17.2 Excess Rent. In the event Subtenant assigns or subleases the Subleased Premises or any portion
-.thereof, Subtenant shall pay to Sub landlord, at the time Subtenant receives the same, one-half (112) of all sums received by

Subtenant from any such assignee or sublessee in excess of the Rent to be paid by Subtenant to Sublandlord for such portion of
the Subleased Premises so assigned or sublet.

17.3 ~. In the event Subtenant desires to assign, sublease, hypothecate or otherwise transfer this
Sublease or sublet the Subleased Premises, or part thereof, then at least forty-five (45) days, but not more than ninety (90) days,
prior to the date when Subtenant desires the assignment or sublease to be effective (the" Assignment Date"), Subtenant shall give
Sub landlord written notice ("the Assignment Notice") which shall set forth the name, address and business of the proposed
assignee or sublessee, information (including references) concerning the character of the proposed assignee or sublessee, the
Assignment Date, any ownership or commercial relationship between Subtenant and the proposed assignee or sublessee, and the
consideration and all other material terms and conditions of the proposed assignment or sublease, all in such detail as Sublandlord
shall reasonably require. Additionally, Subtenant shall furnish to Sublandlord a copy of the audited financial statements for the
most recently past fiscal year, as well as the most recent unaudited quarterly financial statements for both Subtenant and the
proposed assignee or sublessee.

17.4 Transfer Void. Any sale, assignment, hypothecation or transfer of this Sublease or subletting of
Subleased Premises, or part thereof, that is not in compliance with the provisions of this Article shall be void, and shall, at the
option of Sub landlord, be a breach of this Sublease.

17.5 Further Assignment. The consent by Sublandlord to an assignment or subletting shall not relieve
Subtenant or any assignee of this Sublease or sublessee of the Subleased Premises from obtaining the consent of Sub landlord
to any further assignment or release Subtenant or any assignee or sublessee of Subtenant from full and primary liability.

17.6 Securjty. If Subtenant shall sublet the Subleased Premises, or any part thereof, Subtenant hereby
immediately and irrevocably assigns to Sublandlord, as security for Subtenant's obligations under this Sublease, all rent from any .
such subletting, and Sublandlord, as assignee and as.attorney-in-fact for Subtenant, or a receiver for Subtenant appointed on
Sub landlord's application, may collect such rent and apply it toward Subtenant's obligations under this Sublease; except that, until
the occurrence of an act of default by Subtenant, Subtenant shall have the right to collect such rent from the sublessee subject
to the obligations of Section 17.2 above.

17.7 No Waiver. Notwithstanding any subletting or assignment, Subtenant shall remain fully and primarily
liable for the payment of all Rent and other sums due, or to become due, hereunder, and for the full performance of all other
terms, conditions and covenants to be kept and performed by Subtenant hereunder. The acceptance of Rent or any other sum
due hereunder, or the acceptance of performance of any other term, covenant or condition hereof, from any other person or entity
shall not be deemed to be a waiver of any of the provisions of this Sublease or a consent to any subletting or assignment of the
Subleased Premises.

18. Bankruptcy.

In the event a debtor, trustee or debtor-in-possession under the BANKRUPTCYCODE, or other person with similar rights,
duties and powers under any other law, proposes to cure any default of Subtenant under this Sublease or to assume or assign this
Sublease and is obliged to provide adequate assurance to Sub landlord that (i) a default will be cured, (ii) Sub landlord will be
compensated for its damages arising from any breach of this Sublease, or (iii) future performance under this Sublease will occur,
then adequate assurance shall include any or all of the following, as determined by Sublandlord:

18.1 Those acts specified in the BANKRUPTCYCODE or other laws as included within the meaning of
adequate assurance, even if this Sublease does not concern a facility described in such laws;

18.2 A prompt cash payment to compensate Sub landlord for any monetary defaults or damages arising from
a breach of this Sublease;

18.3 A cash deposit in an amount at least equal to the Security Deposit, if any, originally required at time
of execution of this Sublease;
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18.4 The creditworthiness and desirability, as a tenant, of the person assuming this Sublease or receiving
-,an assignment of this Sublease, at least equal to Sublandlord's customary and usual creditworthiness requirements and desirability
standards in effect at the time of the assumption or assignment; and

18.5 The assumption or assignment of all of Subtenant's interest and obligations under this Sublease.

19. Subordination and Attornment.

19.1 Subordination. This Sublease shall be subject and subordinate to the lien of any mortgage, deed of
trust or lease in which Sublandlord is tenant, now or hereafter in force against the Subleased Premises, and to all advances made
or hereafter to be made upon the security thereof without the necessity of the execution and delivery of any further instruments
on the part of Subtenant to effectuate such subordination; provided the holder of any such mortgage, deed of trust or lease
executes, acknowledges and delivers to Subtenant a non-disturbance agreement providing that so long as Subtenant performs
all of its obligations under the Sublease, Subtenant's quiet enjoyment and use of the Subleased Premises shall not be disturbed.

19.2 AdditiQnal Instruments. Notwithstanding the foregoing, Subtenant shall execute and deliver upon
demand a subordination agreement in the form attached as Exhibit F or such further instrument or instruments evidencing such
subordination of this Sublease to the lien of any such mortgages, deeds of trust or leases in which Sublandlord is tenant as may
be required by Sublandlord. However, if any such mortgagee, beneficiary or landlord under a lease wherein Sublandlord is tenant
so elects, this Sublease shall be deemed prior in lien to any such lease, mortgage or deed of trust upon or including the Subleased
Premises, regardless of date, and Subtenant shall execute a statement in writing to such effect at Sublandlord's request.

19.3 Attornment. In the event any proceedings are brought for foreclosure, or in the event of the exercise
of the power of sale under any mortgage or deed of trust covering the Subleased Premises, Subtenant shall, at the election of
purchaser at such foreclosure or sale, attorn to such purchaser and recognize such purchaser as the Sublandlord under this
Sublease.

19.4 Amendment. If Sublandlord obtains a loan commitment from a lender for the financing or refinancing
of the Subleased Premises, and said loan commitment requires some amendments to this Sublease, then Subtenant shall cooperate
with Sublandlord in executing said amendments, SQlong as the amendments do not materially adversely affect any of the material
rights or obligations of Subtenant under this Sublease.

20. Surrender.

20.1 No Release. No surrender of possession of any part of the Subleased Premises shall release Subtenant
from any of its obligations hereunder unless accepted by Sublandlord.

20.2 Assignment. The voluntary or other surrender of this Sublease by Subtenant shall not work a merger,
unless Sublandlord consents, and shall, at the option of Sublandlord, operate as an assignment to it of any or all subleases or
subtenancies.

20.3 No Merger. The voluntary or other surrender of any ground or underlying lease that nQWexists or
may hereafter be executed affecting the Building or Subleased Premises, or a mutual cancellation thereof or of Sublandlord's
interest therein. shall not work a merger and shall, at the option of the successor of Sublandlord's interest in the Building or
Subleased Premises, operate as an assignment of this Sublease.

21. Holding Over.

21.1 Holding Over with Consent. If Subtenant remains in possession of all or any part of the Subleased
Premises after the expiration or earlier termination of this Sublease, with Sublandlord's prior written consent, Subtenant shall
be deemed a month-to-month tenant upon the date of such expiration or earlier termination and, in such case, Subtenant shall
continue to pay the Basic Rent (as adjusted from time to time as set forth in this Sublease) and any other amount of Rent due
Sub landlord pursuant to the terms of this Sublease, and such month-ro-mcnth tenancy shall be subject to every other term,
covenant and agreement contained herein.
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21.2 HQlding Oyer wjthQut CQnsent. If Subtenant remains in possession of the Subleased Premises after
'. the expiration or earlier termination Qf the Term hereof without the express written consent of Sublandlord, Subtenant shall

become a tenant at sufferance upon all the terms of this Sublease applicable to a tenant at sufferance, except that the monthly
installments of Basic Rent shall be equal to one hundred ten percent (110 %) of'the monthly installment of the Basic Rent in
effect during the immediately preceding thirty (30) days.

21.3 No Renewal. Acceptance by Sublandlord of Rent after such expiration Qr earlier termination Qf this
Sublease shall not result in a renewal or reinstatement Qf this Sublease.

21.4 NQ Wajver. The foregoing provisions of this Article are in addition to and do not affect Sublandlord's
right to re-entry or any other rights of Sublandlord hereunder or as otherwise provided by law.

22. Taxes on Subtenant's Property,

22.1 Payment QfTaxes. Subtenant shall pay not less than ten (10) days before delinquency, all taxes levied
against any personal property or trade fixtures in or about the Subleased Premises.

22.2 Advance by Sublandlord, If any such taxes on Subtenant's personal property or trade fixtures are
levied against Sublandlord cr Sublandlord's property or, if the assessed valuation Qf the Building is increased by the inclusion
therein of a value attributable to Subtenant's personal property or trade fixtures, and if Sub landlord, after written notice to
Subtenant, elects to pay the taxes based upon such increase in assessed value, then Subtenant shall, upon demand, repay to
Sublandlord the taxes so levied against Sub landlord.

23. Hazardous Materials.

23.1 ProhjbjtiQnlCQmoliance. Subtenant, at its sole cost, shall comply with all federal, state and local laws,
statutes, ordinances, codes, regulations and orders relating to the receiving, handling, use, storage, accumulation, transportation,
generation, spillage, migration, discharge, release and disposal of any Hazardous Material as defined in this Article in or about
the Subleased Premises or the Building. Subtenant shall not cause or permit any Hazardous Material (as hereinafter defined)
to be brought upon, kept or used in or about the Subleased Premises by Subtenant, its agents, employees, contractors or invitees
in a manner or for a purpose prohibited by any federal, state or local law, rule or regulation. The disposal of Hazardous Material
shall be in approved containers and removed from the Subleased Premises by duly licensed carriers. Subtenant shall immediately
provide Sublandlord with telephonic notice, which shall promptly be confirmed by written notice, of any and all spillage,
discharge, release and disposal of Hazardous Materials onto or within the Subleased Premises or the Building, which by law must
be reponed to any federal, state or local agency, and any injuries or damages resulting directly or indirectly therefrom. A failure
of Subtenant to give to Sub landlord the notices required in this Section 23.1 shall constitute a default under this Sublease.
Further, Subtenant shall deliver to Sublandlord each and every notice or order received from any federal, state or local agency
concerning Hazardous Materials and the possession, use and/or disposal thereof promptly upon receipt of each such notice or
order. Subtenant shall be respQnsible for and shall indemnify, protect, defend and hold harmless SublandlQrd and its agents,
emplQyees, representatives, directQrs and Qfficers from any and all claims, costs, penalties, fmes, liability and IQsses, including
withQut limitatiQn, (i) temporary or permanent diminutiQn in value of the Subleased Premises or the Building, (ii) damages for
the temporary or permanent IQSSQr restriction Qn use of rentable Qr usable space or of any amenity of the Subleased Premises
Qr the Building, and (iii) sums paid in settlement of claims, consultant fees and expen fees, liabilities, attorneys' fees, damages,
injuries, causes of action, judgments and expenses, which arise during Qr after the Term of this Sublease and which (a) result from
Subtenant's use and occupancy of the Subleased Premises, Qr (b) result from Subtenant's receiving, handling, use, stQrage,
accumulation, transportation, generation, spillage, migratiQn, discharge, release Qr disposal of HazardQUS Materials in, upon or
about the Subleased Premises Qr the Building. The indemnifications QfSublandlord and indemnities by Subtenant above include,
to the extent Subtenant is responsible for such CQstsand expenses under the provisions above, without limiting the generalities
thereof, reasonable costs incurred in connection with any investigation Qf site conditions or any cleanup, remedial, removal or
restoratiQn work lawfully required by any federal, state or local governmental agency Qr political subdivision because of any
H_~£Q.!!S .Materials present in the SQil, subsoil, ground water, Qr elsewhere at, on or under the Subleased Premises or the
Building.

23.2 Tenninatjon of Sublease. NQtwithstanding the provisions Qfthis Article, SublandlQrd shall have the
right tQ terminate the Sublease in this event that (i) Subtenant uses the Subleased Premises for the generation, storage, use,
treatment or disposal of Hazardous Material in a manner Qr fQr a purpose prohibited by applicable law (unless Subtenant is
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diligently pursuing compliance therewith), (ii) Subtenant has been required by any governmental authority to take remedial action
,!II connection with Hazardous Material contaminating the Subleased Premises or the Building if the contamination resulted from
Subtenant's action or use of the Subleased Premises and such remedial action has a material adverse effect on Sub landlord, the
Subleased Premises or the Building, or (iii) Subtenant is subject to an enforcement order issued by any governmental authority
in connection with the use, disposal or storage of a Hazardous Material on the Subleased Premises and such enforcement order
has a material adverse effect on Sub landlord, the Subleased Premises or the Building. Each of the foregoing events shall be
deemed to be a material default by Subtenant under this Sublease.

23.3 Assignment and Sublettin~. Notwithstanding the provisions of Articie 17 above, if (i) any anticipated
use of the Subleased Premises by any proposed assignee or sublessee involves the generation or storage, use, treatment or disposal
of Hazardous Material in any manner or for a purpose prohibited hereunder or by any applicable law, (ii) the proposed assignee
or sublessee has been required by any governmental authority to take remedial action in connection with a Hazardous Material
if the contamination resulted from such party's action or use of the property in question and has failed to take such action, or (iii)
the proposed assignee or sublessee is subject to an enforcement order issued by any governmental authority in connection with
the use, disposal or storage of a Hazardous Material of a type such proposed assignee or sublessee intends to use in, on or at the
Subleased Premises and the proposed assignee or sublessee has failed to fully comply with such enforcement order, it shall not
be unreasonable for Sub landlord to withhold its consent to an assignment or subletting to such proposed assignee or sublessee.

23.4 Perfonn Tests.

(a) At any time prior to the expiration of the Term of this Sublease, Sub landlord shall have the
right to enter upon the Subleased Premises at all reasonable times, and at reasonable intervals, upon forty-eight (48) hours' prior
notice, and accompanied by an authorized representative of Subtenant, if Subtenant so elects, in order to conduct appropriate tests
to determine whether contamination in excess of permissible levels has occurred as a result of Subtenant's use of the Subleased
Premises. Sub landlord shall deliver to Subtenant written notice of the results of such tests. Subtenant shall pay the reasonable
costs of any test conducted pursuant to this Section which demonstrates that contamination in excess oflegally permissible levels
has occurred and such contamination was caused by Subtenant's use of the Subleased Premises. Additionally, Subtenant shall
pay for all costs necessary to clean up or remedy any contamination caused by Subtenant's use of the Subleased Premises.

. (b) Upon the expiration or upon any early termination of this Sublease, Subtenant shall furnish
to Sub landlord, at Subtenant's sole cost, a report and certification from a qualified environmental engineer, verifying that the
Subleased Premises are free from any Hazardous Materials or contamination in excess oflegally permissible levels. If said report
indicates that there are any impennissible levels of Hazardous Materials on the Subleased Premises, then Subtenant shall pay
for all costs necessary to clean up and remedy said impermissible levels of Hazardous Materials; and Subtenant shall also
continue to pay Rent for the Subleased Premises until such time as the impermissible levels of Hazardous Materials are cleaned
up and remedied.

23.5 Subtenant's Qb!j~ations. Subtenant's obligations under this Article shall survive the termination of
this Sublease. During any period of time employed by Subtenant after the termination of this Sublease to complete the removal
from the Subleased Premises or the Building of any such Hazardous Materials, Subtenant shall continue to pay the full Rent in
accordance with this Sublease.

23.6 Defmition of "Harordous Material" As used herein, the term "Hazardous Material" means any
hazardous or toxic substance, material or waste which is or becomes regulated by any local governmental authority, the State of
California or the United States Goveminent. The term "Hazardous Material" includes, without limitation, any material or
substance which is (i) defmed as a "hazardous waste," "extremely hazardous waste" or "restricted hazardous waste" under
§§ 25115,25117 or 25122.7 or listed pursuant to § 25140 of the California HEALTHANDSAFETYCODE, Division 20, Chapter
6.5 (Hazardous Waste Control Law); (ii) defined as a "hazardous substance" under § 25316 of the California HEALTH AND
SAFETY CODE, Division 2, Chapter 6.8 (Carpenter-Presly- Tanner Hazardous Substance Account Act); (iii) defined as a
"hazardous material," "hazardous substance" or "hazardous waste" under § 2550 I of the California HEALTHANDSAFETYCODE,
Division 20, Chapter 6.95 (Hazardous Substances); (v) petroleum; (vi) asbestos; (vii) listed under Article 9 and defined as
hazardous or extremely hazardous pursuant to Article 11 of Title 22 of the Califomia ADMlNJSl'RATIVECODE, Division 4, Chapter
20; (viii) designated as a "hazardous substance" pursuant to § 311 of the FEDERALWATERPoLlLmON CONTROLACT (33 U.S.C.
§ 1317); (ix) defined as a "hazardous waste" pursuant to § 1004 of the FEDERALREsoURCE CONSERVATIONANDRECOVERYACT,
42 U.S.C. § 690 I, et seq. (42 U.S.C. § 6903); or (x) defined as a "hazardous substance" pursuant to § 101 of the COMPREHENSIVE
ENVIRONMENTALRESPONSECOMPENSATIONLIABILITYACT, 42 U.S.C. § 9601, et seq. (42 U.S.C. § 9601).
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" 24. Miscellaneous.

24.1 Teons and Headings. Where applicable in this Sublease, the singular includes the plural and the
masculine or neuter includes the masculine, feminine and neuter. The headings used in this Sublease are not a part hereof and
shall have no effect upon the construction or interpretation of any part hereof.

24.2 Examination of Sublease. Submission of this Sublease for examination or signature by Subtenant does
not constitute a reservation of, or option for, sublease, nor is it effective as a sublease or otherwise until execution by, and
delivery to, both Sublandlord and Subtenant.

, 24.3~. Time is of the essence with respect to the performance of every provision of this Sublease in
which time of performance is a factor.

24.4 Covenants and Conditions. Each provision of this Sublease performable by Sublandlord or Subtenant
shall be deemed both a covenant and a condition.

24.5 Consents. Whenever consent or approval of either party is required, that party shall not unreasonably
withhold such consent or approval, except as may be expressly set forth to the contrary.

24.6 Entire Agreement. This Sublease (together with its Exhibits) is intended by the parties as a final
expression of their agreement with respect to the terms as are included herein, and all prior agreements, understandings,
representations and statements, oral or written, are merged herein, excepting only for written agreements signed
contemporaneously with or after the signing of this Sublease.

24.7 Severability. Any provision of this Sublease which shall be deemed or prove to be invalid, void or .
illegal shall in no way affect" impair or invalidate any.other provision hereof, and all such other provisions shall remain in full
force and effect.

24.8 Impartial Construction. The language in all parts of this Sublease shall be in all cases construed as
a whole according to its fair meaning and not strictly for or against either Sublandlord or Subtenant. As both parties participated
in the drafting and review of this Sublease, any ambiguity in the language will not be constructed against either Party as the
drafter of that language.

24.9 Inurement. Each of the covenants, conditions and agreements herein contained shall inure to the
benefit of and shall apply to and be binding upon the parties hereto and their respective heirs, legatees, devisees, executors,
administrators, successors, assigns, sublessees or any person who may come into possession of said Subleased Premises or any
part thereof in any manner whatsoever. Nothing contained in this Section shall in any way alter the provisions against assignment
or subletting provided in this Sublease.

24.10 Force Majeure· If Sublandlord cannot perform any of its obligations hereunder due to events beyond
Sublandlord's control, the time provided for performing such obligations shall be extended by a period of time equal to the
duration of such events. Events beyond Sublandlord's control include, but are not limited to, acts of God, war, civil commotion,
labor disputes, strikes, fire, flood or other casualty, shortages of labor or material, government regulation or restriction and
weather conditions.

24.11 Notices. Any notice, consent, demand, bill, statement or other communication required or permitted
to be given hereunder shall be in writing and shall be deemed duly delivered upon personal delivery, or as of the second business
day after mailing by United States mail, postage prepaid, return receipt requested, or upon the next business day if delivered by
overnight courier or similar overnight delivery system, addressed to Subtenant at the Subleased Premises or to Subtenant or
Sublandlord at the following addresses: .

for Rent Payment and Notices to Sub landlord:
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· .
Driscoll Mission Bay LLC
Attn: Ms. Mary-carol Driscoll
1500 Quivira Way
San Diego, California 92109

for Notices to Subtenant:

Bc..y J:S/«.nJ ~c:h fr
Attn: fl,fcc C (<:ie/sen

San Diego, California 92 _

Either party may, by notice to the other given pursuant to this Section, specify additional or different addresses for notice
purposes."

24.12 Exhibits All exhibits and schedules referred to herein and attached hereto are a part hereof, and
incorporated herein by this reference.

" 24.13 Waiver and Modification No provision of this Sublease may be modified, amended or added to except
by an agreement in writing executed by Sublandlord and Subtenant. The waiver by Sublandlord or Subtenant of any breach
of any term, covenant or condition herein contained shaI1 not be deemed to be a waiver of any subsequent breach of the
same or any other term, covenant or condition herein contained.

24.14 Periods of Ijme All periods of time referred to in this Sublease shaI1 include all Saturdays, Sundays
and state or United States holidays, unless the period of time specifies business days, provided that if the date or last date to
perform any act or give any notice with respect to this Sublease shall fall on a Saturday, Sunday or state or national holiday,
such act or notice may be timely performed or given on the next succeeding day which is not a Saturday, Sunday or state or
national holiday.

24.15 Choice ofL.aw This Sublease shaI1 be construed and enforced in accordance with the laws of the State
of California, and venue for any legal action under this Sublease shall be San Diego County, California.

24.16 Mer~r There shaI1 be no merger of the leasehold estate created by this Sublease with the fee interest in
any of the Subleased Premises by reason of the fact that the same person may acquire or hold or own, directly or indirectly,
(a) the leasehold estate created hereby or any part thereof or interest therein, and (b) the fee estate in any of the Sublease
Premises or any part thereof or interest therein.

24.17 Real Estate Bmkeuj'Fjnders Subtenant and SubIandlord each represent to the other that they have not
entered into any agreement or incurred any obligation in connection with this transaction that might result in the obligation
to pay a brokerage commission or finder's fee to any broker, finder or other person. Each party agrees to indemnify and
hold the other party harmless from and against any liability, damages, cIaim or demand by any broker or other person for
bringing about this Sublease who claims to have dealt with such indemnifying party, including any expenses (including
reasonable attorney fees) incurred in defending any such claim or demand

24.18 Attorneys' Fees' If either party hereto becomes a party to any litigation concerning this Sublease
(including any bankruptcy proceeding), the Subleased Premises, or the Building, by reason of any act or omission of the
other party or its authorized representatives, and not by any act or omission of the party that becomes a party to that "
litigation or any act or omission of its authorized representatives, the party that caused the other party to become involved in
the litigation shaI1 be liable to that party for reasonable attorneys' fees and court costs incurred by it in the litigation. If
either party hereto commences an action against the other party arising out of or in connection with this Sublease, the
prevailing party shaI1 be entitled to have and recover from the losing party reasonable attorneys' fees and costs of suit

24.19 Waiver of.Juxy Trial and Counterclajms The parties hereto shall and do hereby waive trial by jury in
any action, proceeding or counterclaim brought by either of the parties hereto against the other or any matters whatsoever
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arising out of or in any way connected with this Sublease, the relationship of Sub landlord and Subtenant, SUbtenant's use or
occupancy of the Subleased Premises or any claim of injury or damage.' .

24.20 Joint and Several Qbligations. Ifmore than one person executes this Sublease as Subtenant, (a) each
of them is jointly and severally liable for the keeping, observing and performing all of the terms, covenants, conditions, provisions
and agreements of this Sublease to be kept, observed and performed by Subtenant; and (b) the term "SUbtenant" shall mean and
include each of them jointly and severally. The act of, notice from, notice to, refund to or the signature of any one or more of
them, with respect to this Sublease, including but not limited to any renewal, extension, expiration, termination or modification
of this Sublease, shall be binding upon each and all of the persons executing this Sublease as Subtenant with the same force and
effect as if each and all of them had so acted, so given or received such notice or refund or so signed.

24.21 Definition ofSublaudlQrd. The term "Sublandlord" as used in this Sublease, so far as covenants or
obligations on the part of Sublandlord are concerned, shall be limited to mean and include only Sub landlord or the successor-in-
interest Qf Sub landlord under this Sublease at the time in question. In the event of any transfer, assignment or the conveyance
of Sub landlord's title or leasehold, the Sub landlord herein named (and in case of any subsequent transfers or conveyances, the
then grantor) shall be automatically freed and relieved from and after the date of such transfer, assignment or conveyance of all
liability for the performance of any covenants or obligations contained in this Sublease thereafter to be performed by Sublandlord
and, without further agreement, the transferee of such title or leasehold shall be deemed to have assumed and agreed to observe
and perform any and all obligations of Sublandlord hereunder during its ownership or ground lease of the Subleased Premises.
Sub landlord may transfer its interest in the Subleased Premises or this Sublease without the consent of Subtenant, and such
transfer, or a subsequent transfer shall not be deemed a violation on the part of Sub landlord or the then grantor of any of the terms
or conditions of this Sublease.

24.22 LimitatiQn Qf SublaudlQrd's Liability. If Sublandlord is a limited partnership or joint venture, the
limited partners of such partnership shall not be personally liable and no limited partner of Sub landlord shall be sued individually
or named individually as a party in any suit or action or service of process be made against any limited partner of Sublandlord.
If Sublandlord is a corporation or limited liability company, the shareholders, members, directors, officers, managers, employees
and/or agents of such corporation shall not be personally liable and no shareholder, member, director, officer, manager, employee
or agent of Sublandlord shall be sued or named as a party in any suit or action or service of process be made against any
shareholder, member, director, officer, officer, manager, employee or agent Qf Sub landlord. No limited partner, shareholder,
director, employee or' agent of Sublandlord shall be required to answer or otherwise plead to any service of process and no
judgment will be taken or writ of execution levied against any limited partner, shareholder, member, director, officer, manager,
employee or agent of Sub landlord. Each of the covenants and agreements Qf this Section 24.22 shall be applicable to any
covenant or agreement either expressly contained in this Sublease or imposed by statute or by common law.

24.23 Subleased Premises Control by SublaudlQrd. Sublandlord reserves full control over the Building and
Subleased Premises to the extent not inconsistent with Subtenant's quiet enjoyment and use of Subleased Premises. This
reservation includes but is not limited to right of Sublandlord to grant easements and licenses to others, provided any grant 9f
an easement by Sub landlord does not interfere with Subtenant's quiet enjoyment and use of the Subleased Premises, except to
the extent the grant of any such easement is approved by Subtenant, required by law, or permitted pursuant to the terms of this
Sublease.

24.24 Quiet Enjovment. So long as Subtenant is not in default hereunder, Sub landlord covenants that
Sublandlord or anyone acting through or under Sublandlord will not disturb Subtenant's occupancy of the Subleased Premises,
except as permitted by the provisions of this Sublease. Subtenant acknowledges that the Subleased Premises are a portion of the
Master Premises described under the Master Lease and that the Master Premises are used for a multitude of business operations
including marine repair, equipment storage, and are adjacent to maintenance areas, docking, loading and other facilities which
can cause nuisances and otherwise disturb the quiet enjoyment of Subtenant on the Subleased Premises. .

24.25 Quitclaim [)eed. Subtenant shall execute and deliver to Sublandlord on the expiration or termination
of this Sublease, immediately upon Sublandlord's request, a quitclaim deed to the Subleased Premises or other document in
recordable form suitable to evidence Qf record terminatiQn of this Sublease.

24.26 EstQppel Certificate. From time to time as reasQnably requested by Sub landlord, Subtenant shall,
within fifteen (I5) days Qf written notice frQm Sub landlord, execute, acknowledge and deliver to Sublandlord a statement in
writing in a fQrm reasonably requested by a prQposed lender or purchaser (i) certifying that this Sublease is unmodified and in
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full force and effect (or, ifmodified, stating the nature of such modification and certifying that this Sublease as so modified is
.• fa fuII force and e1fect) and the dates to which the Rent and other charges are paid in advance. ifany (n) acknowledging that

there are not, to Subtenant's knowledge, any uncured defaults on the part ofSub1andlord hereunder or specifYing such
dOfauIts ifany are claimed, and (iit) setting forth such further reasonable information with respect to this Sublease or the
Subleased Premises are may be requested thereon. Any such statement may be relied upon by any prospective pun:baser or
encumbrancer of all or any portion of the Subleased Premises.

25. Coosent of City of San Diego. This Sublease and the tenancy of Subtenant is subject to the consent of the
City. If this Sublease is not consented to by the City this Sublease shall be void and of no force or effect.

26. Master Lease. This Sublease shall be, and remain, subject and subordinate to the terms, covenants, and
conditions of the Master Lease, and futhermore, in the event of any conflict or inconsistency between the Sublease and the
Master Lease, the provisions of the Master Lease shall govern and prevail. If the Master Lease should terminate for any
reason, this Sublease shaI1likewise terminate. Subtenant and Sublandlord agree that the terms and conditions of the Master
Lease are incorporated herein by reference, and shall, as between Sub landlord and Subtenant constitute the terms, covenants.
conditions, and provisions of this Sublease. except to the extent that they are inapplicable to, inconsistent with, or modified
by the provisions of this Sublease. Subtenant shall strictly comply with each tel'!J:land condition of the Master Lease. Any
breach by Subtenant under the Master Lease shall be deemed breach under this Sublease.

27. Rigbt To Terminate. Notwithstanding anything in this Sublease to the contrary, Sublandlord and/or
Subtenant shall have the right to terminate this Sublease before expiration of the Term by giving written notice of termination
to Subtenant and/or Sublandlord not less than thirty (30) days before the effective date of the termination (the "Termination
Date"). The Termination Date shall be specified in Sublandlord's andior Subtenant's termination notice. In the event that
the Termination Date is other than the last day of a calendar month. Rent for the partial last month shall be prorated on the
basis of a thirty (30) day month and shall be due and payable on the first day of such month.

INWITNESS WHEREOF, the parties hereto have executed this Sublease as of the dates set forth below next to their
respective signatures: .

Date of execution: Sublandlord:

DRISCOLL MISSION BAY LLC.
a Califomia limited liability company

/~-AL(
By:£lt~~~I~

Date of execution: Subtenant:

.....:J=>-t~!'--3..:::..·+/....::0:....;:0::....--->. ~
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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

MISSION BAY MARINA

and filed in the Office of the City Clerk as Document No. 766042, as amended by First
Amendment, filed in the Office of the City Clerk as Document No. RR-265857 and subsequently
assigned to

DRISCOLL MISSION BAY LLC

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

AQUA ADVENTURES, INC., a California Company

(SUBLESSEE) dated July 21, 2000. 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:

1) The term of this Sublease Agreement is approved for a period of one (1) year
commencing upon the date this Consent to Sublease Agreement is executed by
CITY. LESSEE and SUBLESSEE acknowledge and understand that this leasehold
is included in a planned redevelopment of the Quivira Basin area of Mission Bay
Park. The redevelopment may require that facilities and/or uses, including this
SUBLESSEE, be terminated with ninety (90) days advance written notice.

2) Additional conditions attached as ADDENDUM A: "MINIMUM STANDARD
SUBLEASE CONDITIONS".



I ~

The undersigned hereby agrees to the terms and conditions set forth in this Consent to Sublease
Agreement.

Dated:~'
ig W. Gibson

Acting Supervising Property Agent
for the City Manager

Dated: Jo~c,-00

By:-:::::-NfL-:~~...L:!-I2-=-=~-=-=-·t~(~
Driscoll Mission Bay (SUBLESSOR)

Tf..orYIa.s A. '»f-lsCO(!

~f'~,

Dated: /6//2_/00
r I

APPROVED AS TO FORM:

CASEY GWINN, City Attorney

Dated: 11-')-7 ~oV

I:IWPOI2000lAndersonICSA-AQUA ADVENTURES,wpd
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ADDENDUM A

MINIMUM STANDARD SUBLEASE CONDITIONS

ASSIGNMENT AND SUBLEASING: SUBLESSEE shall not assign the sublease or sublet the
premises or any part thereof without the prior written consent of LESSEE and The City of San
Diego, hereinafter, "CITY". An assignment by operation of law shall automatically terminate this
lease.

HOLD HARMLESS: SUBLESSEE shall assume the defense of, indemnify and hold harmless
LESSEE and CITY 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, the
condition of the premises or from any act or omission of SUBLESSEE, his agents and 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 ofthe CITY, its agents, officers, or employees.

INSURANCE: SUBLESSEE shall be insured by an insurance carrier acceptable to the LESSEE
and CITY against loss from public liability arising from the use or condition of or operation
conducted on the leased premises. Minimum coverage shall be $1 million COMBINED
SINGLE LIMIT LIABILITY in an occurrence form. A copy of the policy of insurance shall be
filed with CITY 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 canceled without 30 days prior
written notice to CITY by the insurance company.

LEGAL PROCEEDINGS: Should it become necessary for LESSEE or 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 and
attorney's fees.

SUBORDINATION: This agreement is in effect a Sublease of a portion of the premises covered
by that certain Lease Agreement (Master Lease) dated March 5, 1979, between the SUBLESSOR
herein and the City of San Diego. This sublease is subject and subordinate to the covenants and
conditions of said Lease Agreement (Master Lease) notwithstanding any provision hereof
contrary to or in conflict with said Sublease agreement.
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SUBLEASE

between

DRISCOLL MISSION BAY LLC,
a California limited liability company,

as Landlord,

and

4Cl; Va.. Adve-n +ureS ,;:;'c.
a C•.fiThtn"g Co;;.,;c;~,

as Tenant,

for a portion of
MISSION BAY MARINA

San Diego, California

dated 7/2~/oo ,+J19'PJ9-_
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SUBLEASE

nus SUBLEASE ("Sublease"), dated for reference purposes only as of
into by and between DRISCOLL MISSION BAY LLC, a California limit-e""td'T-:""::-'7L.:.::::"":::"'-_-,'" J v~+e.-I-es .J:'nc-,
a C ("Subtenant"), with reference to the following facts:

A. Master Lease. Sublandlord is the successor "Lessee" under that certain Lease dated March 5, 1979, between
the CITY OF SAN DIEGO, a municipal corporation ("City"), as Lessor, and MISSION BAY MARINA, a California limited
partnership, as Lessee, a copy of which is attached hereto as Exbibit A and incorporated herein by reference (as amended from
time to tune, the "Master Lease"), for certain leased premises in Quivira Basin at Mission Bay Park, San Diego, California,
commonly known as "Mission Bay Marina" and more particularly described in the Master Lease (the "Master Premises").

B. Sublease. Sub landlord desires to sublease to Subtenant that portion of the Master Premises described on
Exhibit B (the "Subleased Premises",) and Subtenant desires to sublease the Subleased Premises from Sublandlord, on the terms
and conditions provided in this Sublease.

NOW, THEREFORE, in consideration of the foregoing and the agreements contained herein, Sublandlord and Subtenantagree as follows:

I. Sublease. Sublandlord hereby subleases the Subleased Premises to Subtenant, and Subtenant hires and takes
the Subleased Premises from Sublandlord, on the terms and conditions set forth in this Sublease. Sublandlord also grants to
Subtenant, subject to the terms of this Sublease and on all the terms and conditions set forth herein, nonexclusive rights to use
the driveways, parking areas and other common areas of the Master Premises (the "Common Areas").

2. Term.

2.1 Primary Term. The primary term of this Sublease (the "Term") shall commence on
_Z'7/,--2=:2.-t~,--OO__ -::=--cr=" i9; (ilie "Commencement Date") and shall expire at midnight . too 0 ®years
thc;{e~er/o; z;/?-/;/ 0 2 (the "Expiration Date"), subject to earlier termination as provided in thisSublease.

3. Rent.

3.1 ~~' Subtenant agrees to pay Sub landlord rent in the amount of on e tioc..-:sa.n J
Ql7 e hvndkd < A've Dollars ($ I. /2-5"; av: )per month commencing on the

Commencement Date, and continuing monthly in advance thereafter, on the first day of each month, payable each and every
month thereafter during the term of this Sublease.

3.2 Additional Rent. In addition to Basic Rent, Subtenant agrees to pay to Sublandlord as additional rent
("Additional Rent") at times hereinafter specified in this Sublease any other amounts that Subtenant assumes or agrees to pay
under the provisions of this Sublease that are owed to Sublandlord, including, without limitation, any and all other sums that may
become due by reason of any default of Subtenant or Subtenant's failure to comply with. the agreements, terms, covenants and
conditions of this Sublease to be performed by Subtenant. .

3.3 Increase in Percentage Rental under Master Lease. Rent payable under this Sublease is subject to a
percentage rental payable by Sublandlord to Master Landlord under the Master Lease. In the event Master Landlord increases
the percentages payable under the Master Lease for the Rent paid under this Sublease, Basic Rent shall be increased so that
Sublandlord receives the same net sublease rent (net of percentage rent payable under the Master Lease) as Sublandlord would
have received if Master Landlord had not increased the percentage payable under the Master Lease.

3.4 Rml. Basic Rent and Additional Rent shall together be denominated "Rent". Rent shall be paid to
Sublandlord, without abatement, deduction or offset, in lawful money of the United States of America at the office of Sub landlord
or to such other person or at such other place as Sublandlord may from time to time designate in writing.

Driscoll Mission Bay Sublease
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3.5 Proratjon. In the event that Rent conimences with respect to the Premises on a day other than the first
day of a calendar month, Rent shall be prorated with respect thereto on the basis of a thirty (30) day month and shall be due and
payable for such prorated portion of the month on the date that Rent commences.

3.6 Rent Independent. All Rent and other monetary obligations shall be paid by Subtenant without notice
or demand and without set-off, counterclaim, recoupment, abatement, suspension, deferment, diminution, deduction, reductionor defense.

4. Securjty Deposit. Subtenant shall pay to Sublandlord upon the execution of this Sublease a security deposit
of 00 eo monT.b.s ko-C Dollars ($ {" /2 s-.Oc;. )(the Security Deposit"). The Security Deposit shall be
utilized by Sublandlord for the satisfaction of any default by Subtenant under this Sublease. The Security Deposit shall not bear
interest ana may be deposited by Sublandlord in its general accounts. If Sublandlord applies any part of the Security Deposit
to cure any default of Subtenant, Subtenant shall on demand deposit with Sublandlord the amount so applied that Sublandlord
shall have the full Security Deposit on hand at all times during the Term of this Sublease.

5. Use.

5.1 llK. Subtejiant shall use the Subleased Premises for J<c...v",k sa leI knta. / «

a od k Q,.."sk 9 CC" e SS'Q ....(es c purposes and shall not use the Subl{llSedPremises, or p~rmit or suffer the
Subleased Premises to be used, for any other purpose without the prior written consent of Sublandlord, which Sublandlord may
withhold in its sole and absolute discretion.

5.2 Compliance with Law. Subtenant shall use the Subleased Premises in compliance with all current or
future federal, state and local laws and regulations, and all covenants, conditions and restrictions applicable to the Master
Premises. Subtenant shall not use or occupy the Subleased Premises in violation of any law, regulation or covenant, condition
or restriction applicable to the Master Premises, or the certificate of occupancy issued for the Building and shall, upon five (5)
days' written notice from Sub landlord, discontinue any use of the Subleased Premises which is declared by any governmental
authority havingjwisdiction to be a violationof law or of said certificate of occupancy. Subtenant shall, at its expense, comply
with any direction of any governmental authority having jurisdiction which shall, by reason of the nature of Subtenant's use or
occupancy of the Subleased Premises, impose any duty upon Subtenant or Sublandlord with respect to the Subleased Premises
or with respect to the use or occupation thereof.

5.3 Insurance Requirements. Subtenant shall not do or permit to be done anything which will invalidate
or increase the cost of any fire, extended coverage or any other insurance policy covering the Master Premises. Subtenant shall
comply with all rules, orders, regulations and requirements of the insurers of the Master Premises. Subtenant shall promptly,
upon demand, reimburse Sublandlord for any additional premium charged for any policy by reason of SUbtenant's failure to
comply with the provisions of this Section.

5.4 Key to Sybleased Premises. Subtenant shall make available to Sublandlord on a twenty-four (24) hour
per day basis keys to locks to doors in the Subleased Premises for the purpose of emergency access. Additionally, if requested
by Sublandlord, or required by a governmental agency, Subtenant agrees to such keys being maintained in a fire department
controlled lock box located on the Subleased Premises.

5.5 Exterior Changes. Subtenant shall make no changes to the exterior of the Building without the prior
written approval of Sublandlord, which approval may be withheld in Sublandlord's sol;'ilnd unfettered discretion.

5.6 Si&m,. No sign, advertisement or notice which is visible outside the Building shall be exhibited,
painted or affixed by Subtenant or any part of the Subleased Premises, or on any part of the exterior of the Building, without the
prior written consent of Sublandlord. All such signage shall be in compliance with applicable laws. Such signs shall be installed
at Subtenant's sole cost, and the cost of removing such signs and repairing the Building at the end of the term of the Sublease
shall be paid by Subtenant.

5.7 Load Rating. No equipment weighing in excess of the load per square foot which such floor was
designed to carry, or which is allowed by law, shall be placed upon the Subleased Premises.
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5.8 Unlawful Puarose. Subtenant shall not allow the Subleased Premises to be used for unlawful
purposes, nor shall Subtenant cause, maintain or permit any nuisance or waste in or on the Subleased Premises.

6. Common Areas.

6.1 Common Areas - pefinition. The term "Common Areas" is defined as all areas and facilities outside
the Subleased Premises and any other tenant's premises and within the exterior boundary line of the Master Premises that are
provided and designated by Sub landlord from time to time for the general nonexclusive use of Sublandlord, Subtenant and other
tenant(s) and their respective employees, suppliers, shippers, customers and invitees, including but not limited to common
entrances, lobbies, corridors, stairways and stairwells, public restrooms, elevators, mechanical and electrical rooms, parking areas
to the extent not otherwise prohibited by this Sublease, loading and unloading areas, trash areas, roadways, sidewalks, walkways,
parkways, ramps, driveways, landscaped areas and decorative walls. Sublandlord shall have the right to exclude any portion of
the Building and Master Premises other than the Subleased Premises from the Common Areas under this Sublease.

6.2 COmmQn Areas - Rules and Regulations. Subtenant agrees to abide by and conform to the rules and
regulations adopted by Sublandlord from time to time with respect to the Building and Common Areas, and to cause its
employees, suppliers, shippers, customers, and invitees to so abide and conform. Sublandlord or such other person(s) as
Sub landlord may appoint shall have the exclusive control and management of the Common Areas and shall have the right, from
time to time, to modify, amend and enforce said rules and regulations. Sublandlord shall not be responsible to Subtenant for the
non-compliance with said rules and regulations by other sub lessees of the Master Premises, their agents, employees and invitees.

time to time:
6.3 CQmmQn Areas - Changes. Sublandlord shall have the right, in Sub landlord's sale discretion, from

(a) To make changes to the Building interior and exterior and Common Areas, including, without
limitation, changes in the location, size, shape, number, and appearance thereof, including but not limited to the lobbies, windows,
stairways, air shafts, elevators, escalators, restrooms, driveways, entrances, parking spaces, parking areas, loading and unloading
areas, ingress, egress, direction of traffic, decorative walls, landscaped areas and walkways; provided, however, Sublandlord shall
at all times provide the parking facilities required hereunder.

(b) To close temporarily any of the Common Areas for maintenance and repair and replacement
purposes SQ long as reasonable access to the Subleased Premises remains available;

(c) To add additional improvements to the Common Areas;

(d) TQ use the Common Areas while engaged in making additional improvements, repairs or
alterations to the Master Premises, or any portion thereof;

(e) To do and perform such other acts and make such other changes in, to or with respect to the
Common Areas as Sub landlord may, in the exercise of sound businessjudgrnent, deem to be appropriate.

6.4 Parking. Subtenant shall be entitled to the nonexclusive use of the vehicle parking spaces, on an
unreserved and unassigned basis, on those portions of the Common Areas designated by Sublandlord for parking purposes from
time to time. Subtenant shall not use more parking spaces than allotted to Subtenant hereunder. Said parking spaces shall be
used only for parking by vehicles no larger than full size passenger automobiles or pickup trucks. Subtenant shall not permit or
allow any vehicles that belong to or that are controlled by Subtenant or Subtenant's employees, suppliers, shippers, customers
or invitees to be loaded, unloaded or parked in areas other than those designated by Sub landlord for such activities. If Subtenant
permits or allows any such activities other than in the spaces designated for the same, then Sublandlord shall have the right,
without notice, and in addition to such other rights and remedies that it might have under this Sublease or at law, to remove or
tow away the vehicle involved and charge the cost thereof to Subtenant, which cost shall be immediately payable upon demand
by Sublandlord as Additional Rent.
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.' 7. Condition of Subleased Premises.

7.1 NQ RepresentatiQn. Subtenant acknowledges that it is in possession of the Subleased Premises and
is thoroughly familiarwith their condition. Subtenant acknowledges that, except as expressly set forth herein, neither Sublandlord
nor any agent of Sublandlord has made any representations or warranties, express or implied, with respect to (i) the condition
Qf the Subleased Premises, the Building or the Master Premises, (ii) the suitability of the Subleased Premises for Subtenant's
purposes (iii) the location, use, design, merchantability, fitness for use for a particular purpose, condition or durability thereof,
(iv) the existence of Hazardous Materials (as defined in Section 23.6), (v) the quality of the material or workmanshjp therein;
and all risks incidental to the Subleased Premises shall be borne by Subtenant Except as expressly provided herein, IN THE
EVENT OF ANY DEFECT OR DEFICIENCY OF ANY NAlURE IN THE SUBLEASED PREMISES OR-ANY FIXlURE
OR OTHER ITEM CONSTITUTING A PORTION THEREOF, WHETHER PATENTOR LATENT, LANDLORD SHALL
NOT HAvs ANY RESPONSIBILITY OR LIABILITY WITIi RESPECT THERETO. THE PROVISIONS OF THIS
SECTION HAVE BEEN NEGOTIATED AND ARE INTENDED TO BE A COMPLETE EXCLUSION AND NEGATION
OF ALL WARRANTIES BY LANDLORD, EXPRESS OR IMPLIED.

8. Utilities and Services.

8.1 Utilities Provjded. Sublandlord shall furnish to the Subleased Premises reasonable quantities of water,
sewer, gas, ~~OVal as required for Subtenant's use.

8.2 Utilities and Services NQtProvided. Subtenant shall arrange, and pay the supplier directly, for all
telephone and (except as provided in Section 8.1) all other utilities and services supplied to the Subleased Premises, together with
any connection charges and taxes thereon,

8.3 NQ Liability. Sublandlord shall not be liable for, nor shall any eviction of Subtenant result from, the
failure of any such utility or service tQ be furnished to the Subleased Premises, whether such failure is caused by accident,
breakage, repairs, strikes, lockouts or other labor disturbances or labor disputes of any character, governmental regulation,
moratorium or other governmental action, In the event of such failure, Subtenant shall not be entitled tc any abatement or
reduction of Rent, nor shall Subtenant be relieved from the operation of any covenant or agreement of this Sublease.

8.4 NQ Increase in Requirements. Subtenant shall not, without the prior written consent QfSublandlord,
use any device in the Subleased Premises, including without limitation special equipment or machines, which will in any way
unreasonably increase the amount Qf electricity or water available to the Subleased Premises over that initially provided,
Subtenant shall pay to Sublandlord as Additional Rent an amount equal to all costs incurred by Sublandlord to provide such
excess services and utilities, which payment shall be made within thirty (30) days after Subtenant is notified that Sublandlord
has incurred said costs,

9. Repairs and Maintenance.

tear excepted.
9.1 CQmmQnAreas. Sublandlord shall maintain the Common Areas in good condition, ordinary wear and

9.2 Structural and Mechanical Elements. Sublandlord shall repair and maintain the exterior of the
Building, the Building's foundation, the Building's mechanical elements (i.e, the hearing, ventilating, and air-conditioning systems
servicing the Subleased Premises, and the unexposed electrical, plumbing, and sewage systems), the structural components of
the exterior walls and the structural components of the roof of the Building.

9.3 SYbtenant's SQleCost, Except for Sublandlord's obligations pursuant to Section 9.2 above, Subtenant
shall, at Subtenant's sole cost and expense, keep the Subleased Premises and every part thereof (structural and nonstructural,
whether or not such portion of the Subleased Premises needing repairs, or the means of repairing the same, are reasonably or
readily accessible to Subtenant, and whether or not the need for such repairs occurs as a result of Subtenant's use, any prior use,
the elements or the age of such portion Qf the Subleased Premises) in a good condition, ordinary wear and tear excepted.
Subtenant shall, upon the expiration or sooner termination of the term hereof, surrender the Subleased Premises to Sublandlord
in the same condition as when received, ordinary wear and tear excepted. SUbtenant's obligations shall include restorations,
replacements or renewals, including capital expenditures for restorations, replacements or renewals which will have a useful life
beyond the term of this Sublease, when necessary to keep the Subleased Premises and all improvements thereon or a part thereof
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ill good order, condition and repair and in compliance with all applicable laws. Except as expressly set forth in this Sublease,
it is intended by the parties hereto that Sublandlord shall have no obligation, in any manner whatsoever, to repair or maintain the
Subleased Premises, the improvements located thereof or the equipment therein, whether structural or nonstruetural, all of which
obligations are intended to be the expense of Subtenant, whether or nor such repairs, maintenance or restoration shall have a
useful life extending beyond the term of this Sublease. Subtenant shall further be responsible for the cost of all alterations to
the Subleased Premises required by law, which alterations shall become the property of Sub landlord upon the expiration of this
Sublease.

9.4 Notice and Sublandlord's Right to Repair Building. Prior to making any material repair to the
Building, Subtenant shall give to Sub landlord notice of the need for such repair. Sub landlord shall have the right, but not the
duty, to make all necessary repairs to the Building. If Sub landlord elects to make such repairs, the cost thereof shall be at
Subtenant's expense. If Sublandlord does not elect to make such repairs to the Building within a reasonable time of notice
thereof, Subtenant shall make such repair at its own cost and expense. Subtenant shall not make any repairs in a manner which
will defeat any warranty for the Subleased Premises.

9.5 No Liability. Sublandlord shall not be liable for any failure to make any repairs or to perform any
maintenance which is an obligation of Sub landlord unless such failure shall persist for an unreasonable time after written notice
of the need ofsuch repairs or maintenance is given to Sublandlord by Subtenant There shall be no abatement of Rent and no
liability of Sublandlord by reason of any injury to or interference with Subtenant's operations arising from the making of any
repairs, alterations or improvements in or to any portion of the Building or the Subleased Premises or in or to fixtures,
appurtenances and equipment therein unless such injury or interference is unreasonable. Subtenant waives any rights under
§ § 1941 and 1942 of the California CIVIL CODEor under any law, statute or ordinance now or hereafter in effect to make repairs
at Sublandlord's expense.

9.6 pam age or Destruct jon. Notwithstanding any of the foregoing, in the event of fire, earthquake, flood,
war or similar cause of damage or destruction, this Article 9 shall not be applicable and the provisions of Article 14 entitled
"Damage or Destruction" shall apply and control.

10. Alterations.

10.1 No Alterations. Without Sublandlord's prior written consent, which consent shall not be unreasonably
withheld, Subtenant shall make no alterations, additions or improvements in or to the Subleased Premises. All such alterations,
additions or improvements shall be made only by licensed and qualified contractors or mechanics. Subtenant's contractor for
performing any alterations, additions or improvements shall be subject to Sub landlord's reasonable approval and shall maintain
appropriate insurance as reasonably required and approved by Sublandlord.

10.2 Service Facilities. Subtenant agrees that there shall be no construction of partitions or other
obstructions which might interfere with free access to mechanical installations or service facilities of the Building or interfere
with the moving of Sub landlord's equipment to or from the enclosures containing said installations or facilities. Furthermore,
any work by Subtenant shall be accomplished in such a manner as to permit any fire sprinkler system and fire water supply lines
to remain fully operable at all times.

10.3 Compliance With Law. Subtenant covenants and agrees that all work done by Subtenant shall be
performed in full compliance with all laws, rules, orders, ordinances, directions, regulations and requirements of all governmental
agencies, offices, departments, bureaus and boards having jurisdiction and in full compliance with the rules, orders, directions,
regulations and requirements of any applicable fire rating bureau. Subtenant shall provide Sub landlord with "as-built" plans
showing any material changes in the Subleased Premises.

10.4 Prior Notice. Before commencing any material work. Subtenant shall give Sub landlord at least fifteen
(15) days' prior written notice of the proposed commencement of such work.

10.5 PropertY ofSublaodlord. All alterations, decorations, fixtures, equipment, additions and improvements
attached to or built into the Subleased Premises, made by either party, shall, unless Sublandlord elects otherwise at the time
consent for such alteration or an election by Sub landlord is obtained (or at the end of the term of this Sublease, if consent is not
obtained or an election by Sublandlord is not earlier requested), become the property of Sub landlord upon the expiration or earlier
termination of the term of this Sublease and shall remain upon and be surrendered with the Subleased Premises as a part thereof.
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If Sub landlord elects to have such alterations removed, Subtenant shall do so and shall repair and restore the Subleased Premises
to the condition they were in prior to such alterations, all at Subtenant's sole cost.

10.6 Removal. Subtenant shall repair any damage to the Subleased Premises caused by Subtenant's removal
of any property from the Subleased Premises; and Subtenant shall only be entitled to remove property from the Subleased
Premises as expressly provided in this Sublease. During any such restoration period, Subtenant shall pay Rent to Sub landlord
as provided herein as if said space were otherwise occupied by Subtenant.

10.7 Personal Property. All articles of Subtenant's personal property, detachable machinery and equipment,
furniture and movable partitions which are owned by Subtenant and installed by Subtenant at its own expense in the Subleased
Premises shall be and remain the property of Subtenant and may be removed by Subtenant at any time during the term of this
Sublease when Subtenant is not in default hereunder. If Subtenant shall fail to remove all of its effects from the Subleased
Premises upon the termination of this Sublease, then Sublandlord may, at its option, remove the same in any manner that
Sub landlord may remove and store said effects without liability to Subtenant for loss thereof or damage thereto, and Subtenant
agrees to pay Sub landlord upon demand any expenses incurred in such removal and storage or Sublandlord may, at its option,
without notice, sell said property or any of the same, at private sale and without legal process, for such price as Sublandlord may
obtain; and Sub landlord may apply the proceeds of such sale against any amounts due under this Sublease from Subtenant to
Sublandlord and against any expenses incident to the removal, storage and sale of said personal property, with any balance of
the sales proceeds to be delivered to Subtenant.

11. Liens.

11.1 No Liens. Subtenant shall keep the Subleased Premises free from any liens arising out of work per-
formed, materials furnished and obligations incurred by Subtenant. Subtenant covenants and agrees that any mechanic's lien filed
against the Subleased Premises for work claimed to have been done for, or materials claimed to have been furnished to Subtenant,
will be discharged by Subtenant, by bond or otherwise, within thirty (30) days after the filing thereof, at the cost and expense
of Subtenant.

11.2 Advance bv Sublandlord. Should Subtenant fail to discharge any such lien, Sublandlord may, at
Sub landlord's election, pay such claim or post a bond or otherwise provide security to eliminate the lien as a claim against title,
and the cost thereof shall be immediately due from Subtenant as Additional Rent.

11.3 Financing Statements. In the event Subtenant shall lease or finance the acquisition of equipment,
furnishings or other personal property of a removable nature utilized by Subtenant, Subtenant warrants that any UNIFORM
COMMERCIAL CODE Financing Statement executed by Subtenant will, upon its face or by exhibit thereto, indicate that such
Financing Statement is located within the Subleased Premises, the acquisition of which was financed by Subtenant pursuant to
said Financing Statement. In no event shall the address of the Building be furnished on the statement without qualifying language
as to applicability of the lien only to removable personal property therein. Should any holder of a Financing Statement executed
by Subtenant record or place of record a Financing Statement which appears to constitute a lien against any interest of
Sub landlord or against equipment which may be located other than within the Subleased Premises, Subtenant shall, within ten
(10) days after filing such Financing Statement, cause (i) copies of the Security Agreement or other documents to which the
Financing Statement pertains to be furnished to Sublandlord to show that such lien is not applicable to Sublandlord's interest,
and (ii) its lender to amend documents of record so as to clarify that such lien is not applicable to any interest of Sublandlord in
the Subleased Premises. Sub landlord shall execute such documents as are reasonably required by Subtenant or Subtenant's
lenders or equipment lessors provided the same do not in any way alter the rights of Sub landlord under this Sublease.

12. Indemnification and Exculpation.

12.1 Indemnificatjon by SYbtenant. Subtenant, agrees to indemnifY Sublandlord and its lenders, partners,
members, shareholders, directors, officers, managers, agents and employees (collectively "Sublandlord's Agents") against, and
to protect, defend and save them harmless from, all liability , demands, claims, causes of action or judgments, and all reasonable
expenses incurred in investigating or resisting the same (including reasonable professional fees, including without limitation, fees
for attorneys, architects, engineers, and environmental consultants), arising out of Subtenant's failure to fully perform under this
Sublease or for death of, or injury to, any person or damage to property (i) occurring in, upon or about the Subleased Premises,
(ii) arising from or out of Subtenant's use and occupancy of the Subleased Premises, or (iii) arising from or out of any act or
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omission of Subtenant, its agents, contractors, employees, servants and tenants ("Subtenant's Agents"), except if such death or
injury, or damage to property is caused by the willful act or gross negligence of Sublandlord or Sublandlord's Agents.

12.2 Indemnification by SublandlQrd. Except as otherwise provided in this Article, Sub landlord agrees
to indemnify Subtenant and its shareholders, directors, officers, agents and employees (collectively "Subtenant's Agents") against,
and to protect, defend and save them harmless from all liability, demands, claims, causes of action or judgments, and all
reasonable expenses incurred in investigating or resisting the same (including reasonable attorneys' fees), for death Qf, or injury
to, any person or damage to property occurring in, upon, or about the Subleased Premises during the term of this Sublease caused
by the willful acts or grQSSnegligence of Sublandlord or Sub landlord's Agents.

12.3 No Liability QfSublandlord. NQtwithstanding any provision of'Seettons 12.1 and 12.2 to the contrary,
Sublandlord shall not be liable to Subtenant or any other party, and Subtenant assumes all risk of damage to personal property,
including IQSSof records kept within the Subleased Premises. Subtenant further waives any claim for injury to Subtenant's
operations or IQSSQf income relating to any such damage or destruction of personal property, including any loss of records,

12.4 AssumptiQn of Risk. Additionally, Sublandlord shall not be liable to Subtenant or any other party,
and Subtenant assumes all risk of damage and liability (other than as may be covered by insurance or by a third party), resulting
from any defect or malfunction of any Building system or component of a Building system (such as HV AC, mechanical,
plumbing, electrical, waste disposal, or sewer) other than as set forth in Seetion 9.2 above.

12.5 Security Devices. Security devices and services provided for the Building and Master Premises, while
intended to deter crime, may not in given instances prevent theft or other criminal acts, and it is agreed that Sublandlord shall
not be liable for injuries or losses caused by criminal acts of third parties. The risk that any security device may malfunction or
otherwise be circumvented by a criminal is assumed by Subtenant. Subtenant shall, at Subtenant's cost, obtain applicable
insurance coverages to the extent Subtenant desires protection against such criminal acts.

13. Insurance.

13.1 Insurance on Bujldim:· Sublandlord shall carry insurance upon the Building and its improvemenrs
as is required by the Master Lease.

13.2 Liabi!ity Insurance. Subtenant, at its own cost, shall procure and continue in effect, from the
Commencement Date cr the date Qf occupancy, whichever first occurs, and continuing throughout the term of this Sublease and
thereafter until Subtenant has fully and finally surrendered the Subleased Premises to Sublandlord, comprehensive public liability
insurance with limits of not less than One Million Dollars (SI,OOO,OOO)per occurrence for death, bodily injury or property
damage with respect to the Subleased Premises and insurance on all of its personal property. The deductible amounts of such
policy of insurance shall not exceed Five Thousand Dollars (S5,000).

13.3 AddjtiQnallnsureds. The aforesaid insurance required of Subtenant shall name as additional insureds
Sublandlord, its officers, directors, shareholders, partners, members and lenders, and Sub landlord's property manager, agents and
representatives for the Subleased Premises. Said insurance shall be with companies having a policyholder rating of not less than
A+ and financial category rating of Class IX in "Best's Insurance Guide". Subtenant shall cause any insurance companies issuing
policies to Subtenant to furnish certificates evidencing such coverage to Sublandlord. No such policies shall be cancelable or
subject to reduction of coverage or Qther modificatiQn Qr cancellatiQn except after thirty (30) days' priQr written nQtice tQ
SublandlQrd frQm the insurer. All such policies shall be written as primary policies, nQt contributing with and not in excess Qf
the coverage which SublandlQrd may carry. Any of Subtenant's pQlicies may be in the nature of a "blanket policy" which
specifically provides that the amount of insurance shall not be prejudiced by other losses covered by the policy. Subtenant shall,
at least twenry (20) days priQr tQ the expiratiQn of any such policies, furnish SublandlQrd with renewals Qr binders. Subtenant
agrees that if Subtenant fails to procure and maintain such insurance, Sub landlord may (but shall not be required to) prQcure said
insurance Qn Subtenant's behalf and charge Subtenant the premiums fQr any such policies, together with a ten percent (10%)
handling charge, payable upon demand.

13.4 Fixtures and Other (tems. Subtenant assumes the risk Qf damage tQ any fIXtures, gQQds inventQry,
merchandise, equipment and personal property Qf any kind. Sublandlord shall nQt be liable for injury to Subtenant's operations
Qr any loss of income therefore relative tQ damage tQ such items, all as more particularly set fQrth herein. Subtenant, at
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Subtenant's cost, shall carry such insurance as Subtenant desires for Subtenant's protection with respect to such items, business
interruption or loss of income.

13.5 Lender and Others. If any policy of insurance is to name Sublandlord as additional insured, Subtenant
shall, upon written request of Sublandlord, also designate as an additional insured, and furnish certificates evidencing
Sublandlord as an additional insured to, (i) any lender to Sublandlord holding a security interest in the Building or, and/or (ii)
the Sublandlord under any lease wherein Sublandlord is or shall become a tenant under a ground lease for the Master Premises
rather than that of fee owner, and/or (iii) Sublandlord's member, property manager, agents and representatives.

13.6 Waiver ofSubrogatjon. Sublandlord and Subtenant each hereby waive any and all rights of recovery
against the other, or against the officers, employees, agents and representatives of the other, on account of loss or damage
occasioned to such waiving party or its property or the property of others under its control to the extent that such loss or damage
is insured against under any fire and extended coverage insurance policy which either party may have in force at the time of such
loss or damage, such waivers to continue as long as their respective insurers so pennit. Any tennination of such a waiver shall
be by written notice of circumstances as hereinafter set forth. Sub landlord and Subtenant, upon obtaining the policies of
insurance required or permitted under this Sublease, shall give notice to the insurance carrier or carriers that the foregoing mutual
waiver of subrogation is contained in this Sublease. If such policies are unobtainable with such waiver or obtainable only at
premium over that chargeable without such waiver, the party seeking such policy shall notify the other thereof, and the latter shall
have ten (10) days thereafter to either (i) procure such insurance in companies reasonably satisfactory to the other party or (ii)
agree to pay such additional premium. If neither (i) nor (ii) are done, this Section 13.6 shall have no effect during such time as
such policies are unobtainable or the party in whose factor a waiver of subrogation is desired shall refuse to pay the additional
premium. If such policies shall at any time be unobtainable, but subsequently shall be obtainable, neither party shall be
subsequently liable for a failure to obtain such insurance until a reasonable time after notification thereof by the other party. If
the release of either Sub landlord or Subtenant, as set forth in the first sentence of this Section shall contravene any law with
respect to exculpatory agreements, the liability of the party in question shall be deemed not released but shall be secondary to
the other's insurer.

13.7 Increases in Iosurnpce. At reasonable times, Sublandlord may require insurance policy limits to be
raised to conform with reasonable requirements of Sublandlord's lender or to bring coverage limits to the level then being required
of similar tenants of similar properties; provided, however, that Sublandlord may, in any event, require insurance policy limits
to be increased in proportion to any increase in the Consumer Price Index from the date of this Sublease to the date of the
requested adjustments.

14. Damage or Destruction.

14.1 Destruction Due to Risk Covered by Insurance.

(a) If, during the term, the Subleased Premises or the Building are totally or partially destroyed
from a risk covered by the insurance described in Section 13.1, rendering the premises totally or partially inaccessible or
unusable, Sublandlord shall restore the Subleased Premises or the Building to substantially the same condition as they were in
immediately before destruction. Such destruction shall not terminate this Sublease. If the existing laws do not permit the
restoration, either party can terminate this lease immediately by giving notice to the other party.

(b) If the cost of the restoration exceeds the amount of proceeds received from the insurance
required under Section 13.1, Sublandlord can elect to terminate this Sublease by giving notice to Subtenant within fifteen (IS)
days after determining that the restoration cost will exceed the insurance proceeds. In the case of destruction to the Subleased
Premises only, if Sublandlord elects to tenninate this Sublease, Subtenant, within fifteen (IS) days after receiving Sublandlord's
notice to terminate, can elect to pay to Sublandlord, at the time Subtenant notifies Sublandlord of its election, the difference
between the amount of insurance proceeds and the cost of restoration, in which case Sublandlord shall restore the Subleased
Premises. Sublandlord shall give Subtenant satisfactory evidence that all sums contributed by Subtenant as provided in this
Section 14.1 have been expended by Sublandlord in paying the cost of restoration.

(c) IfSublandlord elects to terminate this Sublease and Subtenant does not elect to contribute
toward the cost of restoration as provided in this Section 14.1, this Sublease shall terminate.

14.2 Destruction Due to Risk Not Covered by Insyrance.
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· (a) If; dwing the Term, the Subleased Premises or the Building are totally or partially destroyed
from a risk not covered by the insurance described in Section 14.1, rendering the Subleased Premises totally or partially
inaccessible or unusable, Sub landlord shall restore the Subleased Premises or the Building to substantially the same condition
as they were in immediately before destruction. Such destruction shall not terminate this Sublease. If the existing laws do not
permit the restoration, either party can terminate this Sublease immediately by giving notice to the other party.

(b) If the cost of restoration exceeds five percent (5%) of the then replacement value of the
Subleased Premises or the Building that are destroyed, Sublandlord can elect to terminate this Sublease by giving notice to
Subtenant within fifteen (IS) days after determining the restoration cost and replacement value.

(c) In the case of destruction to the Subleased Premises only, ifSublandlord elects to terminate
this Sublease Subtenant, within fifteen (IS) days after receiving Sub landlord's notice to terminate, can elect to pay to Sub landlord,
at the time Subtenant notifies Sublandlord of its election, the difference between five percent (5%) of the then replacement value
of the Subleased Premises and the actual cost of restoration, in which case Sublandlord shall restore the Subleased Premises.
Sublandlord shall give Subtenant satisfactory evidence that all sums contributed by Subtenant as provided in this Section 14.2
have been expended by Sub landlord in paying the cost of restoration.

(d) If Sub landlord elects to terminate this Sublease and Subtenant does not elect to perform the
restoration or contribute toward the cost of restoration as provided in this Section 14.2, this Sublease shall terminate.

14.3 Extent of Sublandlord's Obligation To Restore. If Sublandlord is obligated to or elects to repair or
restore as herein provided, Sub landlord shall be obligated to repair or restore only those portions of the Building and the
Subleased Premises which were originally provided at Sublandlord's expense or for which insurance proceeds are available to
pay the costs to repair or restore; the repair and restoration of Subtenant's special tenant improvements for which no insurance
proceeds are available shall be the obligation of Subtenant.

14.4 Release. Upon any termination of this Sublease under any of the provisions of this Article, the parties
each shall be released thereby without further obligation to the other from the date of damage or destruction, except for any
liabilities or obligations theretofore incurred or arising from matters which have theretofore occurred (including any liability
related to the damage 'or destruction).

14.5 Abatement of Rent. In the event of repair, reconstruction or restoration as herein provided, Basic Rent
to be paid under this Sublease shall be abated as of the date of damage or destruction until the completion of the repairs and the
restoration, but only to the extent to which Subtenant's use of the Subleased Premises is impaired during the period of such repair,
reconstruction or restoration. If Sub landlord provides Subtenant with other space during the period of repair which is reasonably
suitable for the temporary conduct of Subtenant's operations, then Basic Rent shall not be abated Subtenant shall not be entitled
to any compensation or damages from Sub landlord occasioned by any such damage, repair, reconstruction or restoration.

14.6 Damage at End of Term. Notwithstanding anything to the contrary contained in this Article,
Sub landlord shall have no obligation whatsoever to repair, reconstruct or restore the Subleased Premises when the damage
resulting from any casualty covered under this Article occurs during the last twelve (12) months of the Term of this Sublease.
In the event Sub landlord elects not to repair, reconstruct or restore the Subleased Premises when the damage resulting from any
casualty covered under this Article occurs during the last twelve (12) months of the term of this Sublease, Subtenant may, by
written notice delivered to Sublandlord within ten (10) days after receipt by Subtenant of Sublandlord's notice of its election not
to repair, reconstruct or restore the Subleased Premises, elect to terminate this Sublease.

IS. Eminent Domain.

15.1 :ukini. In the event the whole of the Subleased Premises, or such critical and essential parts thereof
as shall deprive Subtenant of the usefulness of the Subleased Premises, be taken for any public or quasi-public purpose by any
lawful power or authority by exercise of the right of appropriation, condemnation or eminent domain, or sold to prevent such
taking, Subtenant or Sublandlord may terminate this Sublease effective as of the date possession is required to be surrendered
to said authority.
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15.2 RestoratiQn. Upon any taking, if this Sublease is not terminated pursuant to Section 15.1 above, then
Sublandlord promptly shaJl proceed to restore the Subleased Premises to substantially their same condition, to the extent
reasonably Possible, prior to such partial taking. If such restoration has been completed, thereafter Basic Annual Rent shall be
abated proportionately based on the percentage of the rental value of the Subleased Premises after such taking as compared to
the rental value of the Subleased Premises prior to such taking.

15.3 ~. Subtenant shall be entitled to any award which is specifically awarded as ccmpensanoa for
the taking of Subtenant's personal property and fixtures, including excess tenant improvements which were installed at
Subtenant's expense and for costs of Subtenant moving to a new location. AU other compensation awarded for such taking shall
belong to Sublandlord.

16. Defaults and Remedies.

16.1 Late Charge. Late payment by Subtenant to Sublandlord of Rent or other sums due will cause
Sublandlord to incur costs not contemplated by this Sublease, the exact amount of which is extremely difficult to ascertain. Such
costs include, but are not limited to, processing and accounting charges, attomeys' charges, late payment charges on a mortgage,
and so forth, In the event that Subtenant shall be in default for late payment under Section 16.4(a) hereof for more than three
(3) days after notice from Sublandlord, Subtenant shall pay to Sub landlord a service charge in an amount of Fifteen Percent
(15%) of the monthly Basic Rent for each month that a monthly installment of Rent remains unpaid, which Sublandlord and
Subtenant agree is not a penalty but is a reasonable estimate of the expenses Sublandlord may incur as a result of such late
payment In the event of any such late payment, in addition to the foregoing service charge, the amount unpaid shall bear interest
at Bank of America's "reference rate" plus three (3) percent per annum. Such interest shall be calculated from the date such
amount was due and payable until the same shall have been fully paid.

16.2 No Waiver. No payment by Subtenant or receipt by Sub landlord Qfa lesser amount than that due shall
be deemed to be other than on account of the amount due, nor shall any endorsement or statement on any check or any letter
accompanying any check or payment be deemed an accord and satisfaction, and Sublandlord may accept such check or payment
without prejudice to Sublandlord's right to recover the balance or pursue any other remedy provided. Ifat any time a dispute shall
arise as to any amount or sum of money to be paid by Subtenant to Sub landlord, Subtenant shall have the right to make payment
"under protest" and such payment shall not be regarded as a voluntary payment, and Subtenant shall have the right to institute
suit for recovery of the payment paid under protest.

16.3 PerfQrmance by Sub landlord. If Subtenant fails to perform any other act on its part to be performed
hereunder, Sublandlord may, without waiving or releasing Subtenant from any obligations of Subtenant, perform such act on
behalf of Subtenant.

16.4 Events of Default. The occurrence of anyone or more of the following events shall constitute a
"Default" hereunder by Subtenant:

(a) The failure by Subtenant to make any payment of Rent, as and when due;

(b) The failure by Subtenant to observe or perform any obligation other than described in
Section 16.4(a) above, to be performed by Subtenant where such failure shall continue for a period of thirty (30) days after
written notice thereof from Sub landlord to Subtenant. Such notice shall be in lieu of, and nor in addition to, any notice required
under California CODEOF CIVIL PROCEDURE§ 1161; provided that, if the nature of Subtenant's default is such that it reasonably
requires more than thirty (30) days to cure, then Subtenant shall not be deemed to be in default if Subtenant shall commence such
cure within said thirty (30) day period and thereafter diligently prosecute the same to completion;

(c) Subtenant makes an assignment for the benefit of creditors;

(d) Subtenant files a voluntary petition under any chapter of the BANKRUPTCYCODE;

(e) Subtenant makes a voluntary assignment for the benefit of creditors;
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· (f) A receiver, trustee or custodian is appointed to, or does, take title, possession or control of
all. or substantially all. of Subtenant's assets, or any involuntary petition if filed against the Subtenant under any chapter of the
BANKRUPTCYCODE,and such petition or receiver, trustee or custodian is not dismissed within thirty (30) days; .

(g) Subtenant's interest in this Sublease is attached, executed upon or otherwise judicially seized
and such action is not released within thirty (30) days of the action; or

(h) Subtenant fails to comply fully with all provisions in Article 23 concerning HazardousMaterials.

Notices given under this Section shall specify the alleged default and shall demand that Subtenant perform the provisions
of this Sublease within the applicable period of time, or quit the Subleased Premises. No such notice shall be deemed a forfeiture
or a termination of this Sublease unless Sublandlord elects otherwise in such notice.

16.5 Remedies. In the event of a Default by Subtenant, and at any time thereafter, with or without notice
or demand and without limiting Sublandlord in the exercise of any right or remedy which Sub landlord may have, Sublandlord
shall be entitled to terminate Subtenant's right to possession of the Subleased Premises by any lawful means, in which case this
Sublease shall terminate and Subtenant shall immediately surrender possession of the Subleased Premises to Sublandlord. In
such event, Sublandlord shall have the immediate right to re-enter and remove all persons and property, and such property may
be removed and stored in a public warehouse or elsewhere at the cost of and for the account of Subtenant, all without service
of notice or resort to legal process and without being deemed guilty of trespass or becoming liable for any loss or damage which
may be occasioned thereby. In the event that Sublandlord shall elect to so terminate this Sublease, then Sublandlord shall be
entitled to recover from Subtenant all damages incurred by Sub landlord by reason of Subtenant's default, including:

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

(b) 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 that portion of such rental loss which Subtenant proves could have
been reasonably avoided: plus

(c) 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 which Subtenant proves could have been reasonably
avoided; plus

(d) Any other amount necessary to compensate Sublandlord for all the detriment proximately
caused by Subtenant's failure to perform its obligations under this Sublease or which in the ordinary course of things would be
likely to result therefrom, including but not limited to the cost of restoring the Subleased Premises to the condition required under
the terms of this Sublease; plus .

(e) At Sublandlord's election, such other amounts in addition to or in lieu of the foregoing as
may be permitted from time to time by applicable law.

As used in Sectious 16.5(a) and 16.S(b) above, "worth at the time of award" shall be computed by allowing interest at
the rate specified in Section 16.1 above. As used in Section 16.S(c) above, the "worth at the time of award" shall be computed
by determining the present value of such amount using the discount rate of the Federal Reserve Bank of San Francisco at the time
of award plus one percentage point.

16.6 Right of Re-Entry. In the event of a Default by Subtenant, and at any time thereafter, with or without
terminating this Sublease, and with or without notice or demand and without limiting Sublandlord in the exercise of any right
or remedy which Sub landlord may have, Sublandlord shall have the immediate right to re-enter and remove all persons and
property, and such property may be removed and stored in a public warehouse or elsewhere at the cost of and for the account
of Subtenant, all without service of notice or resort to legal process and .without being deemed guilty of trespass or becoming
liable for any loss or damage which may be occasioned thereby. No such re-entry shall be considered or construed to be a
forcible entry by Sub landlord. If Sublandlord does not elect to terminate this Sublease as provided in this Section, then
Sublandlord may, from time to time, recover all Rent as it becomes due under this Sublease pursuant to California CIVILCODE

Driscoll Mission Bay Sublease II 9/30197



§. 1951.4. At any time thereafter, Subiandiord may elect to terminate this Sublease and to recover damages to which Sublandlord
is entitled.

16.7 Proceeds of Relettjnl:. In the event Sublandlord elects to terminate this Sublease and relet the
Subleased Premises, it may execute any new lease in its own name. Subtenant hereunder shall have no right or authority
whatsoever to collect any rent or other sums from such tenant. The proceeds of any such reletting shall be applied as follows:

(a) First, to the payment of any indebtedness other than Rent due hereunder from Subtenant to
Sublandlord, including but not limited to storage charges or brokerage commissions owing from Subtenant to Sublandlord as the
result of such reletting;

. (b) Second, to the payment of the costs and expenses of reletting the Subleased Premises,
including alterations and repairs which Sublandlord deems reasonably necessary and advisable, and reasonable attorneys' fees
incurred by Sublandlord in connection with the retaking of the Subleased Premises and such reletting;

(c) Third, to the payment of Rent and other charges due and unpaid hereunder; and

Sublease.
(d) Fourth, to the payment of future Rent and other damages payable by Subtenant under this

16.8 Non-Exclusive. All rights, options and remedies of Sublandlord contained in this Sublease shall be
construed and held to be nonexclusive and cumulative. Sub landlord shall have the right to pursue any or all of such remedies
or any other remedy or relief which may be provided by law, whether or not stated in this Sublease. No waiver of any default
of Subtenant hereunder shall be implied from the acceptance by Sublandlord of any Rent or other payments due hereunder or
any omission by Sublandlord to take any action on account of such default if such default persists or is repeated, and no express
waiver shall affect defaults other than as specified in said waiver.

16.9 No Relief. Termination of this Sublease or Subtenant's right to possession by Sublandlord shall not
relieve Subtenant from any liability to Sublandlord which has theretofore accrued or shall arise based upon events which occurred
prior to the later of (i) the date of Sublease termination, or (ii) the date possession of Subleased Premises is surrendered to
Sub landlord. -

16.10 Rjght to Cure- Sublandlord shall not be in default hereunder unless Sublandlord fails to perform an
obligation required of Sublandlord within a reasonable time, but in no event later than thirty (30) days after written notice by
Subtenant specifically identifying the obligation Sublandlord has failed to perform; provided, however, that if the nature of
Sub landlord's obligation is such that more than thirty (30) days are required for performance, then Sublandlord shall not be in
default if Sublandlord commences performance within such thirty (30) day period and thereafter diligently prosecutes the same
to completion.

16.11 Lender's Right to Cure. In the event of any default on the part of Sublandlord, Subtenant shall give
notice, by registered or certified mail, at any address provided to Subtenant, to any beneficiary of a deed of trust or mortgagee
of a mortgage covering the Building or Subleased Premises whose address shall have been furnished to Subtenant and Subtenant
shall offer such beneficiary or mortgagee a reasonable opportunity to cure the default, not to exceed Sublandlord's cure period
plus thirty (30) days.

17. Assignment or Subletting.

17.1 AsSjgnment or Sublettinl:. Except as hereinafter provided, Subtenant shall not, either voluntarily or
by operation of law, assign, sell, hypothecate or transfer this Sublease, or sublet the Subleased Premises or any part hereof, or
permit or suffer the Subleased Premises or any part thereof to be used or occupied as work space, storage space, mailing
privileges, concession or otherwise by anyone other than Subtenant, Subtenant's members or Subtenant's employees, without 'the
prior written consent of Sublandlord in each instance, which consent may be withheld by Sublandlord in its sole and absolute
discretion. A transfer of more than fifty percent (50%) of the equity ownership of Subtenant during any two-year period to a
party (or to an affiliated group of parties) shall constitute a prohibited assignment; provided, however, this provision shall not
be applicable if such transfers occurred on a public stock exchange.
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· 17.2 Excess Rent. In the event Subtenant assigns or subleases the Subleased Premises or any portion
thereof, Subtenant shall pay to Sub landlord, at the time Subtenant receives the same, one-half (112) of all sums received by
Subtenant from any such assignee or sublessee in excess of the Rent to be paid by Subtenant to Sublandlord for such portion of
the Subleased Premises so assigned or sublet.

17.3 ~' In the event Subtenant desires to assign, sublease, hypothecate or otherwise transfer this
Sublease or sublet the Subleased Premises, or pan thereof, then at least forty-five (45) days, but not more than ninety (90) days,
prior to the date when Subtenant desires the assignment or sublease to be effective (the "Assignment Date"), Subtenant shall give
Sub landlord written notice ("the Assignment Notice") which shall set forth the name, address and business of the proposed
assignee or sublessee, information (including references) concerning the character of the proposed assignee or sublessee, the
Assignment Date, any ownership or commercial relationship between Subtenant and the proposed assignee or sublessee, and the
consideration and all other material terms and conditions of the proposed assignment or sublease, all in such detail as Sublandlord
shall reasonably require. Additionally, Subtenant shall furnish to Sublandlord a copy of the audited financial statements for the
most recently past fiscal year, as well as the most recent unaudited quarterly financial statements for both Subtenant and the
proposed assignee or sublessee.

17.4 Transfer Void. Any sale, assignment, hypothecation or transfer of this Sublease or subletting of
Subleased Premises, or pan thereof, that is not in compliance with the provisions of this Article shall be void, and shall, at the
option of Sublandlord, be a breach of this Sublease.

17.5 Funher Assignment. The consent by Sublandlord to an assignment or subletting shall not relieve
Subtenant or any assignee of this Sublease or sublessee of the Subleased Premises from obtaining the consent of Sublandlord
to any further assignment or release Subtenant or any assignee or sublessee of Subtenant from full and primary liability.

17.6 Security. If Subtenant shall sublet the Subleased Premises, or any pan thereof, Subtenant hereby
immediately and irrevocably assigns to Sublandlord, as security for Subtenant's obligations under this Sublease, all rent from any
such subletting, and Sublandlord, as assignee and as.attorney-in-fact for Subtenant, or a receiver for Subtenant appointed on
Sublandlord's application, may collect such rent and apply it toward Subtenant's obligations under this Sublease; except that, until
the occurrence of an act of default by Subtenant, Subtenant shall have the right to collect such rent from the sublessee subject
to the obligations of Sectien 17.2 above.

17.7 No Waiver. Notwithstanding any subletting or assignment, Subtenant shall remain fully and primarily
liable for the payment of all Rent and other sums due, or to become due, hereunder, and for the full performance of all other
terms, conditions and covenants to be kept and performed by Subtenant hereunder. The acceptance of Rent or any other sum
due hereunder, or the acceptance of performance of any other term, covenant or condition hereof, from any other person or entity
shall not be deemed to be a waiver of any of the provisions of this Sublease or a consent to any subletting or assignment of the
Subleased Premises.

18. Bankruptcy.

In the event a debtor, trustee or debtor-in-possession under the BANKRUPTCYCODE, or other person with similar rights,
duties and powers under any other law, proposes to cure any default of Subtenant under this Sublease or to assume or assign this
Sublease and is obliged to provide adequate assurance to Sublandlord that (i) a default will be cured, (ii) Sublandlord will be
compensated for its damages arising from any breach of this Sublease, or (iii) future performance under this Sublease will occur,
then adequate assurance shall include any or all of the following, as determined by Sublandlord:

18.1 Those acts specified in the BANKRUPTCYCODE or other laws as included within the meaning of
adequate assurance, even if this Sublease does not concern a facility described in such laws;

18.2 A prompt cash payment to compensate Sublandlord for any monetary defaults or damages arising from
a breach of this Sublease;

18.3 A cash deposit in an amount at least equal to the Security Deposit, if any, originally required at time
of execution of this Sublease;
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· 18.4 The creditworthiness and desirability, as a tenant, of the person assuming this Sublease or receiving
an assignment of this Sublease, at least equaJ to Sub landlord's customary and usual creditworthiness requirements and desirability
standards in effect at the time of the assumption or assignment; and

18.5 The assumption or assignment of all of Subtenant's interest and obligations under this Sublease.

19. Subordination and Attornment.

19.1 Subordination. This Sublease shall be subject and subordinate to the lien of any mortgage, deed of
trust or lease in which Sub landlord is tenant, now or hereafter in force against the Subleased Premises, and to all advances made
or hereafter to be made upon the security thereof without the necessity of the execution and delivery of any further instruments
on the part of Subtenant to effectuate such subordination; provided the holder of any such mortgage, deed of trust or lease
executes, acknowledges and delivers to Subtenant a non-disturbance agreement providing that so long as Subtenant performs
all of its obligations under the Sublease, SUbtenant's quiet enjoyment and use of the Subleased Premises shall not be disturbed.

19.2 Additional Instruments. Notwithstanding the foregoing, Subtenant shall execute and deliver upon
demand a subordination agreement in the form attached as Exhibit F or such further instrument or instruments evidencing such
subordination of this Sublease to the lien of any such mortgages, deeds of trust or leases in which SublandIord is tenant as may
be required by Sub landlord. However, if any such mortgagee, beneficiary or landlord under a lease wherein SublandIord is tenant
so elects, this Sublease shall be deemed prior in lien to any such lease, mortgage or deed of trust upon or including the Subleased
Premises, regardless of date, and Subtenant shall execute a statement in writing to such effect at Sublandlord's request.

19.3 Attornment. In the event any proceedings are brought for foreclosure, or in the event of the exercise
of the power of sale under any mortgage or deed of trust covering the Subleased Premises, Subtenant shall, at the election of
purchaser at such foreclosure or sale, attorn to such purchaser and recognize such purchaser as the Sub landlord under this
Sublease.

19.4 Amendment If Sublandlord obtains a loan commitment from a lender for the financing or refinancing
of the Subleased Premises, and said loan commitment requires some amendments to this Sublease, then Subtenant shall cooperate
with Sublandlord in executing said amendments, so long as the amendments do not materially adversely affect any of the material
rights or obligations of Subtenant under this Sublease.

20. Surrender.

20.1 No Release. No surrender of possession of any part of the Subleased Premises shall release Subtenant
from any of its obligations hereunder unless accepted by Sublandlord.

20.2 Assignment The voluntary or other surrender of this Sublease by Subtenant shall not work a merger,
unless Sublandlord consents, and shall, at the option of Sublandlord, operate as an assignment to it of any or all subleases or
subtenancies.

20.3 No Me!]:er. The voluntary or other surrender of any ground or underlying lease that now exists or
may hereafter be executed affecting the Building or Subleased Premises, or a mutual cancellation thereof or of Sublandlord's
interest therein, shall not work a merger and shall, at the option of the successor of Sublandlord's interest in the Building or
Subleased Premises, operate as an assignment of this Sublease.

21. Holding Over.

21.1 Holding Over with consept. If Subtenant remains in possession of all or any part of the Subleased
Premises after the expiration or earlier termination of this Sublease. with Sub landlord's prior written consent, Subtenant shall
be deemed a month-to-month tenant upon the date of such expiration or earlier termination and, in such case, Subtenant shall
continue to pay the Basic Rent (as adjusted from time to time as set forth in this Sublease) and any other amount of Rent due
Sub landlord pursuant to the terms of this Sublease, and such month-to-month tenancy shall be subject to every other term,
covenant and agreement contained herein.
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· 21.2 HQlding Oyer withQut Consent If Subtenant remains in possession Qf the Subleased Premises after
the expiration or earlier termination of the Term hereof without the express written consent of Sublandlord, Subtenant shall
become a tenant at sufferance upon all the terms of this Sublease applicable to a tenant at sufferance, except that the monthly
installments of Basic Rent shall be equal tQ one hundred ten percent (110 %) of the monthly installment of the Basic Rent in
effect during the immediately preceding thirty (30) days.

21.3 NQ Renewal. Acceptance by Sublandlord of Rent after such expiration or earlier termination of this
Sublease shall not result in a renewal or reinstatement of this Sublease.

21.4 NQ Waiver. The fcregoing provisions of this Article are in addition to and do not affect Sublandlord's
right to re-entry or any other rights of Sublandlord hereunder or as otherwise provided by law.

22. Taxes on Subtenant's Property.

22.1 PaYment QfTaxes. Subtenant shall pay not less than ten (10) days before delinquency, all taxes levied
against any personal property or trade fixtures in or about the Subleased Premises.

22.2 Advance by SublaudlQrd. If any such taxes on Subtenant's personal property or trade fixtures are
levied against Sublandlord or Sublandlord's property or, if the assessed valuation of the Building is increased by the inclusion
therein of a value attributable to Subtenant's personal property or trade fixtures, and if Sublandlord, after written notice to
Subtenant, elects to pay the taxes based UPQn such increase in assessed value, then Subtenant shall, upon demand, repay to
Sublandlord the taxes SQlevied against Sublandlord,

23. Hazardous Materials.

23.1 ProhibitiQn/CQmpliance. Subtenant, at its sole cost, shall comply with all federal, state and local laws,
statutes, ordinances, codes, regulations and orders relating to the receiving, handling, use, storage, accumulation, transportation,
generation, spillage, migration, discharge, release and disposal Qf any Hazardous Material as defined in this Article in or about
the Subleased Premises or the Building. Subtenant shall not cause or permit any Hazardous Material (as hereinafter defined)
to be brought upon, kept or used in or about the Subleased Premises by Subtenant, its agents, employees, contractors or invitees
in a manner or for a purpose prohibited by any federal, state or local law, rule or regulation. The disposal of Hazardous Material
shall be in approved containers and removed from the Subleased Premises by duly licensed carriers. Subtenant shall immediately
provide Sublandlord with telephonic notice, which shall promptly be confumed by written notice, of any and all spillage,
discharge, release and disposal of Hazardous Materials onto or within the Subleased Premises or the Building, which by law must
be reported to any federal, state or local agency, and any injuries or damages resulting directly or indirectly therefrom. A failure
of Subtenant to give to Sublandlord the notices required in this Section 23.1 shall constitute a default under this Sublease.
Further, Subtenant shall deliver to Sub landlord each and every notice or order received from any federal, state or local agency
concerning Hazardous Materials and the possession, use and/or dispQsal thereof promptly upQn receipt of each such notice Qr
Qrder. Subtenant shall be respQnsible for and shall indemnify, protect, defend and hold harmless Sub landlord and its agents,
employees, representatives, directors and officers from any and all claims, CQsts, penalties, fmes, liability and lQsses, including
without limitation, (i) temporary or permanent diminution in value of the Subleased Premises or the Building, (ii) damages for
the temporary or permanent loss or restriction Qn use Qf rentable or usable space Qr Qf any amenity of the Subleased Premises
or the Building, and (iii) sums paid in settlement of claims, consultant fees and expert fees, liabilities, attorneys' fees, damages,
injuries, causes of action, judgments and expenses, which arise during or after the Term of this Sublease and which (a) result from
Subtenant's use and Qccupancy Qf the Subleased Premises, Qr (b) result frQm Subtenant's receiving, handling, use, storage,
accumulation, transportation, generatiQn, spillage, migration, discharge, release or dispQsal of Hazardous Materials in, upon or
about the Subleased Premises Qr the Building. The indemnificatiQns QfSublandlQrd and indemnities by Subtenant above include,
to the extent Subtenant is responsible for such costs and expenses under the provisiQns abQve, without limiting the generalities
thereof, reasonable costs incurred in cQnnection with any investigatiQn of site conditions or any cleanup, remedial, removal Qr
restoration work lawfully required by any federal, state or lQcal governmental agency Qr pQlitical subdivisiQn because of any
Hazardous Materials present in the SQil, subsoil, ground water, Qr elsewhere at, on Qr under the Subleased Premises or the
Building.

23.2 Termination of Sublease. Notwithstanding the provisiQns of this Article, SublandlQrd shall have the
right to terminate the Sublease in this event that (i) Subtenant uses the Subleased Premises for the generation, storage, use,
treatment or disposal Qf Hazardous Material in a manner Qr for a purpose prohibited by applicable law (unless Subtenant is
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,.
diligently pursuing compliance therewith), (ii) Subtenant bas been required by any governmental authority to take remedial action
iii connection with Hazardous Material contaminating the Subleased Premises or the Building if the contamination resulted from
Subtenant's action or use of the Subleased Premises and such remedial action has a material adverse effect on Sublandlord, the
Subleased Premises or the Building, or (iii) Subtenant is subject to an enforcement order issued by any governmental authority
in connection with the use, disposal or storage of a Hazardous Material on the Subleased Premises and such enforcement order
has a material adverse effect on Sub landlord, the Subleased Premises or the Building. Each of the foregoing events shall be
deemed to be a material default by Subtenant under this Sublease. .

23.3 Assjgnment and Subletting. Notwithstanding the provisions of Articie 17 above, if(i) any anticipated
use of the Subleased Premises by any proposed assignee or sublessee involves the generation or storage, use, treatment or disposal
of Hazardous Material in any manner or for a purpose prohibited hereunder or by any applicable law, (ii) the proposed assignee
or sublessee has been required by any governmental authority to take remedial action in connection with a Hazardous Material
if the contamination resulted from such party's action or use of the property in question and has failed to take such action, or (iii)
the proposed assignee or sublessee is subject to an enforcement order issued by any governmental authority in connection with
the use, disposal or storage of a Hazardous Material of a type such proposed assignee or sublessee intends to use in, on or at the
Subleased Premises and the proposed assignee or sublessee has failed to fully comply with such enforcement order, it shall not
be unreasonable for Sublandlord to withhold its consent to an assignment or subletting to such proposed assignee or sublessee.

23.4 Perform Tests.

(a) At any time prior to the expiration of the Term of this Sublease, Sublandlord shall have the
right to enter upon the Subleased Premises at all reasonable times, and at reasonable intervals, upon forty-eight (48) hours' prior
notice, and accompanied by an authorized representative of Subtenant, ifSubtenant so elects, in order to conduct appropriate tests
to determine whether contamination in excess of permissible levels has occurred as a result of Subtenant's use of the Subleased
Premises. Sublandlord shall deliver to Subtenant written notice of the results of such tests. Subtenant shall pay the reasonable
costs of any test conducted pursuant to this Section which demonstrates that contamination in excess of legally permissible levels
has occurred and such contamination was caused by Subtenant's use of the Subleased Premises. Additionally, Subtenant shall
pay for all costs necessary to clean up or remedy any contamination caused by Subtenant's use of the Subleased Premises.

(b) Upon the expiration or upon any early termination of this Sublease, Subtenant shall furnish
to Sub landlord, at Subtenant's sole cost, a report and certification from a qualified environmental engineer, verifying that the
Subleased Premises are free from any Hazardous Materials or contamination in excess of legally permissible levels. If said report
indicates that there are any impermissible levels of Hazardous Materials on the Subleased Premises, then Subtenant shall pay
for all costs necessary to clean up and remedy said impermissible levels of Hazardous Materials; and Subtenant shall also
continue to pay Rent for the Subleased Premises until such time as the impermissible levels of Hazardous Materials are cleaned
up and remedied.

23.5 Subtenant's Obligations. Subtenant's obligations under this Article shall survive the termination of
this Sublease. During any period of time employed by Subtenant after the termination of this Sublease to complete the removal
from the Subleased Premises or the Building of any such Hazardous Materials, Subtenant shall continue to pay the full Rent in
accordance with this Sublease.

23.6 Definitjon of "Hanm1ous Material" As used herein, the term "Hazardous Material" means any
hazardous or toxic substance, material or waste which is or becomes regulated by any local governmental authority, the State of
California or the United States Government. The tenn "Hazardous Material" includes, without limitation, any material or
substance which is (i) defined as a "hazardous waste," "extremely hazardous waste" or "restricted hazardous waste" under
§§ 25115,25117 or 25 122.7 or listed pursuant to § 25140 of the California HEALTH AND SAFETYCODE, Division 20, Chapter
6.5 (Hazardous Waste Control Law); (ii) defined as a "hazardous substance" under § 25316 of the California HEALTH AND
SAFETY CODE, Division 2, Chapter 6.8 (Carpenter-Presly- Tanner Hazardous Substance Account Act); (iii) defined as a
"hazardous material," "hazardous substance" or "hazardous waste" under § 25501 of the California HEALTH AND SAFETYCODE,
Division 20, Chapter 6.95 (Hazardous Substances); (v) petroleum; (vi) asbestos; (vii) listed under Article 9 and defined as
hazardous or extremely hazardous pursuant to Article II of Title 22 of the California ADMINISTRATIVE CODE, Division 4, Chapter
20; (viii) designated as a ''hazardous substance" pursuant to § 311 of the FEDERALWATERPoUunON CONTROLAcr (33 U.S.C.
§ 1317); (ix) defined as a "hazardous waste" pursuant to § 1004 of the FEDERALREsOURCECONSERVATIONAND RECOVERYAer,
42 U.S.C. § 6901, et seq. (42 U.S.C. § 6903); or (x) defined as a "hazardous substance" pursuantto § 101 of the COMPREHENSIVE
ENVIRONMENTALREsPONSE COMPENSATIONLIABILITYAcr, 42 U.S.C. § 9601, et seq. (42 U.S.C. § 9601).
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24. Miscellaneous.

24.1 Terms and Headings. Where applicable in this Sublease, the singular includes the plural and the
masculine or neuter includes the masculine, feminine and neuter. The headings used in this Sublease are not a part hereof and
shall have no 'effect upon the construction or interpretation of any part hereof.

24.2 Examination of Sublease. Submission of this Sublease for examination or signature by Subtenant does
not constitute a reservation of, or option for, sublease, nor is it effective as a sublease or otherwise until execution by, and
delivery to, both Sublandlord and Subtenant.

24.3 ~. Time is of the essence with respect to the performance of every provision of this Sublease in
which time of performance is a factor. .

24.4 Covenants and Conditions. Each provision of this Sublease performable by Sublandlord or Subtenant
shall be deemed both a covenant and a condition.

24.5 Consents. Whenever consent or approval of either party is required, that party shall not unreasonably
withhold such consent or approval, except as may be expressly set forth to the contrary.

24.6 Entire Agreement. This Sublease (together with its Exhibits) is intended by the parties as a final
expression of their agreement with respect to the terms as are included herein, and all prior agreements, understandings,
representations and statements, oral or written, are merged herein, excepting only for written agreements signed
contemporaneously with or after the signing of this Sublease.

24.7 Severabi!ity. Any provision of this Sublease which shall be deemed or prove to be invalid, void or
illegal shall in no way affect" impair or invalidate any.other provision hereof, and all such other provisions shall remain in full
force and effect.

24.8 Impartial Construction. The language in all parts of this Sublease shall be in all cases construed as
a whole according to its fair meaning and not strictly for or against either Sublandlord or Subtenant. As both parties participated
in the drafting and review of this Sublease, any ambiguity in the language will not be constructed against either Party as the
drafter of that language.

24.9 Inurement. Each of the covenants, conditions and agreements herein contained shall inure to the
benefit of and shall apply to and be binding upon the parties hereto and their respective heirs, legatees, devisees, executors,
administrators, successors, assigns, sublessees or any person who may come into possession of said Subleased Premises or any
part thereof in any manner whatsoever. Nothing contained in this Section shall in any way alter the provisions against assignment
or subletting provided in this Sublease.

24.10 Force Majeure. If Sublandlord cannot perform any of its obligations hereunder due to events beyond
Sub landlord's control, the time provided for performing such obligations shall be extended by a period of time equal to the
duration of such events. Events beyond Sublandlord's control include, but are not limited to, acts of God, war, civil commotion,
labor disputes, strikes, fire, flood or other casualty, shortages of labor or material, government regulation or restriction and
weather conditions.

24.11 Notices. Any notice, consent, demand, bill, statement or other communication required or permitted
to be given hereunder shall be in writing and shall be deemed duly delivered upon personal delivery, or as of the second business
day after mailing by United States mail, postage prepaid, return receipt requested, or upon the next business day if delivered by
overnight courier or similar overnight delivery system, addressed to Subtenant at the Subleased Premises or to Subtenant or
Sub landlord at the following addresses: .

for Rent Payment and Notices to Sublandlord:
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Driscoll Mission Bay LLC
Attn: Ms. Mary-carol Driscoll
1500 Quivira Way
San Diego, California 92109

for Notices to Subtenant:"

-4$"9 MVean~.d· l:"nc.
Attn. Gbe, 16 I ~ b 1-
"'lOf dol:eoa Blvd, ~;te /102-

San Diego, California 92 1/7

Either party may, by notice to the other given pursuant to this Section, specify additional or different addresses for notice
purposes."

24.12 Exhibits All exhibits and schedules referred to herein and attached hereto arc a part hereof, and
incorporated herein by this reference.

24.13 Waiver and Modification No provision of this Sublease may be modified, amended or added to except
by an agreement inwriting executed by Sublandlord and Subtenant. The waiver by Sublandlord or Subtenant of any breach
of any term, covenant or condition herein contained shall not be deemed to be a waiver of any subsequent breach of the
same or any other term, covenant or condition herein contained.

24.14 Periods of Time AlI periods of time referred to in this Sublease shall include ali Saturdays, Sundays
and state or United States holidays, unless the period of time specifies business days, provided that if the date or last date to
perform any act or give any notice with respect to this Sublease shall fall on a Saturday, Sunday or state or national holiday,
such act or notice may be timely performed or given on the next SUcceeding day which is not a Saturday, Sunday or state or
national holiday.

24.15 Choice of Law This Sublease shall be construed and enforced in accordance with the laws of the State
of California, and venue for any legal action under this Sublease shall be San Diego County, California.

24.16 Meri:er There shall be no merger of the leasehold estate created by this Sublease with the fee interest in
any of the Subleased Premises by reason of the fact that the same person may acquire or hold or own, dircctIy or indirectly,
(a) the leasehold estate created hereby or any part thereof or interest therein, and (b) the fee estate in any of the Sublease
Premises or any part thereof or interest therein.

24.17 Real Estate Brokers"Finders Subtenant and Sublandlord each represent to the other that they have not .
entered into any agreement or incurred any obligation in connection with this transaction that might result in the obligation
to pay a brokerage commission or finder's fee to any broker, finder or other person. Each party agrees to indemnify and .'
hold the other party harmless from and against any liability, damages, claim or demand by any broker or other person for
bringing about this Sublease who claims to have dealt with such indemnifying party, including any expenses (including
reasonable attorney fees) incurred in defending any such claim or demand

24.18 Attorneys' fees' Ifeither party hereto becomes a party to any litigation concerning this Sublease
(including any bankruptcy proceeding), the Subleased Premises, or the Building, by reason of any act or omission of the
other party or its authorized representatives, and not by any act or omission of the party that becomes a party to that .
litigation or any act or omission of its authorized representatives, the party that caused the other party to become involved in
the litigation sha1I be liable to that party for reasonable attorneys' fees and court costs incurred by it in the litigation. If
either party hereto commences an action against the other party arising out of or in connection with this Sublease, the
prevaiIi,og party shaIJ be entitled to have and recover from the losing party reasonable attorneys' fees and costs of suit

24.19 Waiver of JUlY Trial and Counterclaims The parties hereto shall and do hereby waive trial by jwy in
any action, proceeding or counterclaim brought by either of the parties hereto against the other or any matters whatsoever
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lI}ising out of or in any way connected with this Sublease, the relationship of Sub landlord and Subtenant, Subtenant's use or
occupancy of the Subleased Premises or any claim of injury or damage.

24.20 Joint and Several Qbligations. Ifmore than one person executes this Sublease as Subtenant, (a) each
of them is jointly and severally liable for the keeping, observing and performing all of the terms, covenants, conditions, provisions
and agreements of this Sublease to be kept, observed and performed by Subtenant; and (b) the term "Subtenant" shall mean and
include each of them jointly and severally. The act of, notice from, notice to, refund to or the signature of anyone or more of
them, with respect to this Sublease, including but not limited to any renewal, extension, expiration, termination or modification
of this Sublease, shall be binding upon each and all of the persons executing this Sublease as Subtenant with the same force and
effect as if each and all of them had so acted, so given or received such notice or refund or so signed.

24.2 I Derminon of Sublapdlord. The term "SublandJord" as used in this Sublease, so far as covenants or
obligations on the part of Sub landlord are concerned, shall be limited to mean and include only Sublandlord or the successor-in-
interest of Sublandlord under this Sublease at the time in question. In the event of any transfer, assignment or the conveyance
of Sub landlord's title or leasehold, the Sublandlord herein named (and in case of any subsequent transfers or conveyances, the
then grantor) shall be automatically freed and relieved from and after the date of such transfer, assignment or conveyance of all
liability for the performance of any covenants or obligations contained in this Sublease thereafter to be performed by Sublandlord
and, without further agreement, the transferee of such title or leasehold shall be deemed to have assumed and agreed to observe
and perform any and all obligations of Sub landlord hereunder during its ownership or ground lease of the Subleased Premises.
Sub landlord may transfer its interest in the Subleased Premises or this Sublease without the consent of Subtenant, and such
transfer, or a subsequent transfer shall not be deemed a violation on the part of Sub landlord or the then grantor of any of the terms
or conditions of this Sublease.

24.22 Limitatjon of Sublandlord's Liability. If Sub landlord is a limited partnership or joint venture, the
limited partners of such partnership shall not be personally liable and no limited partner of Sub landlord shall be sued individually
or named individually as a party in any suit or action or service of process be made against any limited partner of Sublandlord.
IfSublandlord is a corporation or limited liability company, the shareholders, members, directors, officers, managers, employees
and/or agents of such corporation shall not be personally liable and no shareholder, member, director, officer, manager, employee
or agent of Sublandlord shall be sued or named as a party in any suit or action or service of process be made against any
shareholder, member, director, officer, officer, manager, employee or agent of Sublandlord. No limited partner, shareholder,
director, employee or agent of Sublandlord shall be required to answer or otherwise plead to any service of process and no
judgment will be taken or writ of execution levied against any limited partner, shareholder, member, director, officer, manager,
employee or agent of Sub landlord. Each of the covenants and agreements of this Section 24.22 shall be applicable to any
covenant or agreement either expressly contained in this Sublease or imposed by statute or by common law.

24.23 Subleased Premjses Control bv Sublandlord. SublandJord reserves full control over the Building and
Subleased Premises to the extent not inconsistent with Subtenant's quiet enjoyment and use of Subleased Premises. This
reservation includes but is not limited to right of Sub landlord to grant easements and licenses to others, provided any grant of
an easement by Sublandlord does not interfere with Subtenant's quiet enjoyment and use of the Subleased Premises, except Co
the extent the grant of any such easement is approved by Subtenant, required by law, or permitted pursuant to the terms of this
Sublease.

24.24 Qujet Enioyment. So long as Subtenant is not in default hereunder, Sub landlord covenants that
Sub landlord or anyone acting through or under Sub landlord will not disturb Subtenant's occupancy of the Subleased Premises,
except as permitted by the provisions of this Sublease. Subtenant acknowledges that the Subleased Premises are a portion of the
Master Premises described under the Master Lease and that the Master Premises are used for a multitude of business operations
including marine repair, equipment storage, and are adjacent to maintenance areas, docking, loading and other facilities which
can cause nuisances and otherwise disturb the quiet enjoyment of Subtenant on the Subleased Premises.

24.25 Quitclaim Deed· Subtenant shall execute and deliver to Sub landlord on the expiration or termination
of this Sublease, immediately upon Sublandlord's request, a quitclaim deed to the Subleased Premises or other document in
recordable form suitable to evidence of record termination of this Sublease.

24.26 Estoppel Certificate. From time to time as reasonably requested by Sublandlord, Subtenant shall,
within fifteen (15) days of written notice from Sub landlord, execute, acknowledge and deliver to Sub landlord a statement in
writing in a form reasonably requested by a proposed lender or purchaser (i) certifying that this Sublease is unmodified and in
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full force and effect (or, ifmodified, stating the nature of such modification and certifying that this Sublease as so modified is
in full force and effect) and the dates to which the Rent and other charges are paid in advance, if any (ii) acknowledging that
there are not, to Subtenant's knowledge, any uncured defaults on the part of Sub landlord hereunder or specifying such
defiwlts if any are claimed, and (iii) setting forth such further reasonable information with respect to this Sublease or the
Subleased Premises are may be requested thereon. Any such statement may be relied upon by any prospective purchaser or
encumbrancer of all or any portion of the Subleased Premises.

25. Consent of City of San Diego. This Sublease and the tenancy of Subtenant is subject to the consent of the
City. If this Sublease is not consented to by the City this Sublease shall be void and of no force or effect

26. Master Lease. This Sublease shall be, and remain, subject and subordinate to the terms, covenants, and
conditions of the Master Lease, and futhermore, in the event of any conflict or inconsistency between the Sublease and the
Master Lease, the provisions of the Master Lease shall govern and prevail. If the Master Lease should terminate for any
reason, this Sublease shall likewise terminate. Subtenant and Sub landlord agree that the terms and conditions of the Master
Lease are incorporated herein by reference, and shall, as between Sub landlord and Subtenant constitute the terms, covenants,
conditions, and provisions of this Sublease, except to the extent that they are inapplicable to, inconsistent with, or modified
by the provisions of this Sublease. Subtenant shall strictly comply with each term and condition of the Master Lease: Any
breach by Subtenant under the Master Lease shall be deemed breach under this Sublease.

27. Right To Terminate. Notwithstanding anything in this Sublease to the contrary, Sublandlord andlor
Subtenant shall have the right to terminate this Sublease before expiration of the Term by giving written notice of termination
to Subtenant andlor Sub landlord not less than thirty (30) days before the effective date of the termination (the "Termination
Date"). The Termination Date shall be specified in Sublandlord's andior Subtenant's termination notice. In the event that
the Termination Date is other than the last day of a calendar month, Rent for the partial last month shall be prorated on the
basis of a thirty (30) day month and shall be due and payable on the first day of such month.

IN WITNESS WHEREOF, the parties hereto have executed this Sublease as of the dates set forth below next to their
respective signatures:

Date of execution: Sublandlord:

DRISCOLL MISSION BAY LLC,
a California limited liability company / j'
By: /Z>U. i1L2cJ!

Thomas A. Driscoll, a Member

Date of execution: Subtenant:

?ft~/oo ,t99-

By: G' \-eo; K" I';6 to/Ie.,o ;i'e ~ 1<lee k

'"Gts:;~7W tU-
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STANDARD INDUSTRIAUCOMMERCIAL MULTI-TENANT LEASE-GROSS
AMERICAN INDUSTRIAL REAL ESTATE ASSOCIATION

_~1@

Bale Provisions ("Baale Provisions").

1.1 Parties: This Lease ("Le .. e"), daled lor reference purposes only, _-:- ......J"'u"'1~y...J,Z"'1~ ~ 19 96
andbetwoon pacific Rim Marine Enterprises (California), Inc.

and Marine Charter Enterprises. Inc •• a Florida corporation

(coUoctivet.y the "Partl"a," or Individually a "Party"). reeri ses
.1.2(a) Premlaes: Thai certain poruon 01 the ~, inclUding all improvements therein or to be provided by Lessor under the terms 01 this Lease.

oommonly known by Ihe sueet address 01 1500 A" i vi ra I/a y localed in the City 01 T,n Oi ego
County 01 san Diego , Slate 01 Cal i fornia , with zip code 92109 as oJt2'0.Pa~U'it>i1

1.

is made by

("LAuor")

("lnaM").

att&tAlbd

In addition to LeSS8e's rights to use and occupy lhe Promises as hereinafter specified, Lessee shall have no ·exdusive rights to Ihe Common Areas (as delined in

PlII'lIll'BPh 2.7 befow) as hereinafter specilied. but shall not have any righls 10 the rool, extenor walls or utility raceways et ine Building or to any other bulldings in

the Industrial Center. The Premises, Ihe Building, Ihe Common Areas, the land upon which Ihey are located, along wilh all other buildings and Improvements

thereon. are herein oolleciively relelTed to as the "Induslrlal Center." (Also see Paragraph 2.)

1:2fb) POiklag. b",ese"6,t:I chicle pa:ltiPlg 3pllces ("W,\POHI'\t!S Parhl .. g 6I!al!u!s"). 8fH~

'i!4Ghed ial:ielo perij::; spaces ("ReMll'\ed ~a"lI .. g Gl!sses"). ('Ise sco Par8g'l!Iph e.G.)
1.3 Tenn: ) 08FS 8111t:I "'8P1."8 ("Original Term") commencing_.u']lUllu1~YL..o2,-1.... --,-19=9.ll6,- _

("Commenc:emenl Dale") and ending on iO days' 'fT"itteo notice by either ("Explrel/on Dete'·), (Also see Paragraph 3.)

1:1 £art, Posae.sla .. , par Y ("Earl, Possessio" Balo"). (;,.Iso sao Pdlog,apl:s B.e Wid B.8.)

. 1.5 B.... Renl: $ As fQ]]!lWS per month ("Base Rent"). payable on the J st day of each month oommoncing
All " t'l ~ ~ d rent (AI Paragraph 4.) $1 per sq. ft. occupiedT4.438 sq. ft. yard space plus 2.565 SQ. ft.
-.g ..~- - ,,\l~~4i6 ---- so see shop space until 09/01/96 then 3.852 sq. ft. shop space plus 4. 418 sc

( J ~I\his x~ HCk\lV, r/, (ease provides lor the Base Rent to be ad,usted per Addendum , anached nareto. ft. yard space). per Exhi bit
1&(8) 8 ••• A'''' PAid w ..... i:Maetdh'n. Ii 6S 88S0 AeiillOi lila padod A hereto.

1.8tb) La.. '. &hale 01 9o'i1iiiCii Area 8peLclliig EXpCiLW3. PO,oo,:l( 'Us) ("Les_e'a 6h61O") us aot6li::i.,6d b)

) padisla iM\UOiG IOOHl§8 at the Prell °aos 63 oe , "'&1 8~ Ie l~e total 0~l:t8 e loolego 8' ,!JIG Bl:tiI8if'l~ er [ j SlPlOF8rit8ria 88 Boas 'h88 i" f ~80"'tt"

1.7 Securlly Deposll: $ 5. DOO ("Security Deposll"). (Also see ParagraphS.)

1.8 Pennlnod Uae: storage of the boating vessel known as' "Invader" and shop space for working on "Invader"
jnclyding repair and rebuilding of the "Invader"

("Pennlned Usel (AI~o se.eParagraph 6.)

1.9 Insutlng Party. Lessor is the "Insurtng Perty:' (Also see Paragraph a.)

conaen1lld t.o by the Parties (check applicable boxes):

I ) r exclusively ("Lessor's Brokar");

[ J represents Lessee exclusively ("Lessee'a Broker"); or

may nwtually designate In writing, a lee as set tanh in a

1.11 Guannlor. The obligations 01 the Lessee under this Lease are to be guaranteed by__ Ke=V.:..1.:..·n"-'J"'a=f.:..fe"- -e- _

(-au.antor"). (Also see Paragraph 37.)

Il'uocgh
tt-houyli aU 8' , tfeh w:13li1ula ISpUll alit is 1::06150.

2. "'""- P8rtdng and Common Alna.

2.1 LetUng. Lessor hereby leases to Lessee. and Lessee hereby l'lases lrom Lessor. tho Premises, lor the term, althe reolal, and upon all 01 the terms,
oovenanta and condiUons set Ionh in this Lease. Unless olhefWlse provided herein, any slatement 01 square loolago set lonh In this Lease, or that may have been
used in calaJlating rentat andIOt Common Area Operallng Expenses. is an approximation which Lessor and Lessee agree is roasona~e and the rental and
Leaaee's Share (88 dellned In Paragraph 1.6(b)) based thereon is not sublecllo revision whelher or nOI the actual square foolage is more at less.

2.2 Condlllon. Lessor shall deliver Ihe Premises 10 Lessee
plumbing, oIaclrical systems, lire sprinkler system, lighting, air conditionino and healing systems and loading door" " er than those 000-
SlrUCled by Lessee, shall be in good operating oondition on the Commencemenl e Wiln said warranty exisls as 01 the Commencement
Dale. Lessor shall. excepl as otherwise prOVIded i', er recelpl of wrinen not,ce from Lessee sening lonh wilh specilicity Iha nature and
OXlllnt 01 such n' a essor's expense. II LesseR does not give Lessor wrinen notice 01 a nO!'-<Xlmpliance with this warranty within thirly

1n t:s' as 15 condl.tion lnc Udlr,Hl a 0 essor s Dersona proDer:y presen y oca ereon •
.3. compdanCi Wllh covenants, Ros rtttlons Dnd ulldlng Co<1e.Lessor warra~ts Ihal any Improvements (other than those cons\fUC1ed by Lessee or

at Lessee'a direcllon) on or In Ihe Premises which have br!en conslructed or installed by Lessor or with Lessor's consenl or at Lessor's direction shall oomply with
all applicable ooyenants or res1rictions 01 record and applicable building codes, regUlations and ordinances in ellBC1on the Commencement Date. Lessor funher
WBmll'ltll t.o Lessee thaI Lesso< has no knowledge of any claim having been made by any governmental aoeney lhal a viola lion or violations 01 applicable building
codes. mgutations. Dr nrrlinarv"'.:e'5 exist with reqard to t,",~ P"~mi~~! a! c! !hg t.:cmmen:::er.':c~: Ca:a. Scid 'lft,";;,;:,anties shal: no: apply :~ any Altarabo:1S c; Ut!ltty
lnaaaDItklna (deHned In JlarDgntph 7.:l(a)) mad a or 10 be mado bV Losseo. If 'he Premlsos do nOI comply W}lh sold warren'les, Lessor shall, except U o1herWtae
pr'OYkted in this lease. promptty after receipt of wnnen nalice Irom Lessee given Within six (6) mOn!hs followinq the Commencement Date and setting tonh with
specttidty the nature and extent of such non"'COmollance. take such aCllon. at Lessor's e:ll:oenso. as may be reasonable or appropriate to rectity the non-compli-
ance. Lessor makes no warranty that tha Perm' ned Use ,n Paragraph 1.8 i' oermIDed tor the Prem,ses under Applicable Laws (as Oefined in Paragraph 2.4).

2.4 Acceptance of PremJsea. Lessee hereby acknowledges: (a) Illat it has been advised b, lila Blbl ellslto satisfy Itself with res~ to the COndition of
the Promiaes (including bul not Umited to Ihe electncal and lire sprinkler syslems. secunty, enVIronmental aspects. se,smlc and eanhquake reqUIrements, and oom.
pllance with the Americans with Dlsabililies Act and applicable zon,ng, municipal. county, slate and tederal laws. ord,nances and regula lions and any ooV9nants or
rosll1cllons of reccrd (collectively, 'Appllcable Lews') ann the oresent and luture SUItability 01 the Premises for Lessee's intended use: Ib) thai Lessee has made
such investigation a9 It deems necessary wnh reference 10 such maners, I~ satislied wilh reference Ihereto. ilf 8 556 I 3 & I e633 slTt, IAa,.t.,. n. '''5 81!1ftilO
,slale 18 Lossoa's CCed15&3) 01 II e P 8 80S 6 6: a II 6 I) 5 oj It'S La ,j I. and (cl Ihat nellher Lassor nllr any 01 Lessor's agen,s. has made any arm or written
repreaantations or wo.rrantiea wilh respoa 10said manors othor than as sotlonh in this Leaso. 2.3 '

2,5 L,,_ •• Prior OwnertOc:cupDnt. The warr~n"es made by I.ossor in "'"' Paragraph ~hall be 01 no lorce or ellBC1II immediately prior to the date 8el
lorth tn Paraqrapn 1.1 Lessee was the owner or ocaJpalll ollhe Premises. IA st'et'. owe",- LS3S86 shell. 81 Le.S3eC"3sclo eeSI a::d cXiJC:so. ~OFf!el 8 I Sf .ttl
p1iwa:a bUM P'Uhl&b wid.::aieI WW'Wides. Lessee hereby warrants, represents and conflrTlI5 that Lessee was, 1n fact. the
occupant of the Prelrises prior to the Effective Date of this Lease.
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1.2Ib) on mese oorncns at the, Common Areas cssicnateo trorn lime to time by Lessor tor oarxmo. Lessee Shall not use more Oarklnp soa 10 numoer
Said oaridng spaces shall be used tor oau(lng by varucies no rarcer Inan luli'SIZB oassencer auromoouos or DlC!'~,·UO lrv called "Pennltted Size
Vehicles." Vohides other than Permittod Size vanicros ShrtUDe oarxeo and toaoeo or unloaded as directed OV e Rules and Reoulallons (as defined in
Paragraph 40) issuad by Lessor. (Also sec Paragraoh 2.9.1 .

(a) Lessee shall not oermn or auow any vr.nl::lg:, ::1<): oel':)~:": :0 0 OJ , rouec ov Lesser' C: lessee s ernorovees. succuers. srucoers. cusrorneo
contractors or inv;tees to be loaded. unroaceo. or oarxeo In area . n moss Oe:il(~matedby Lessor lor suen acnvmes. .

.1(:~b~)~II~L~e~ss:e~e;pe~rf.m~i~ls~o~r~a~lIo~w~sH~:::~~rohlblled acuvruas o"scribed in Ihis Paragraoh 2.6. trion Lessor shall have Ihe rieht. without nOIiCO.in addi-
~ a It may have. 10remove or lOWaway lh!) vehicle involveo ana cnarce tna cost to Lessee. which cost shall ce rmrneoiateiv

2.7 Common Ares&-Deflnilion. 1n9 term "Common Areas" IS defined as all areas and facilities outside Ihe Premises and within tne extenor bounoarv
line 01 the Industrial Center and interior utiiny raceways wuhm Ihe Premises thai are orovioeo and cesicnateo nv Ihe Lessor trom time 10nrna lor tne oeneral non-
exdu8ive use ot Lessor. Lessee and other ressaes 01 the Industrial Center and their rasoecuve ernolovees. suoouers. srupoars. customers. contractors and invi-
tees. including paJ1<ingareas. load,ng and unloading areas. trash areas. roaaways. sidewalks, walkways. oarxways. driveways and landscaped areas,

2.S Common Areas--LesBee's Rights. Lessor hereby grants to Lessee. lor the benefit 01 Lessee and its ernoioyees. suppliers. shippers. contractors.
customers and Invitees. during the term ollhis Lease. 1he non-exclusive righllo use. in common with otners eratueo 10 sucn use. the Common Areas as they exist
from time to time. subject to any rights. powers. and privileges reserved by Lessor under the lerms nereol or under tne terms 01 any rules and regulations or
rasb1ctions govemJng the use at the Industrial Center. Under no ClrcumSlances shall the right herein granted to use the Common Areas be deemed to indude the
right to stOt's any property. temporarily or permanenlly. in·the Common Ar~as. Any SUCh storage shall De oermitted only by Ihe prior wnnen consent 01 Lessor or
Lessor's designated agent. which consenl may De revoked al anv lime. In Ihe event thai any unauthorized storage shah occur lhen Lessor shall have the right.
without notice. in addition to such olher righls anD remedies that 'I may have. to remove lhe property and charoe the coSllO Lessee. which cost shall be immadi·
ately payable upon demand by Lassor. Subcontractors my be subject to a yard servi ce fee.

2.9 Common Area9--Rules nnd Re~uI8110n9. Lessor or such olhor person(s) as lessor may appoint shall have Iho exclusivo conlrol and managemenl
ot the Common Areas and shall have the right. lrom 1Ime to tIme. 10 eSlabl1sh. modity. amend and enlarce reasonable RUles and Reaulatlons with respoct therelO
in accordance with Paragraph 40. Lessee agrees 10 abide by and conform 10 all such Rules and H.o~JUlallons. and to cause Its amploY·Bes. supolters. ShIppers. cus·
tomers, contraelOrs end invitees to so abiOe and conlorm. Lessor shall not be rosponsible 10 Lessee lor Ihe non·comOllance with said rules and regutations by
other lessees 01 the Industrial Genter. .

2.10 Common Areo&-Changes. Lessor shall have the right, in Lessor's sale discrelion. Irom lime to lime:to do the following. so long as it
does not Dr.f!Venl: i noress. and .eoress to the Preml ses: . . " . .. .(arlb maRe thst1ges-to-lhe Lammon Areas. IOduClng. Without hmJtatlon. changes In the location. size. snaoo and number of drIVeways. entrances.
parking spaces, parkjng areas. loading and unloading areas. Ingress. egress. direction 01 traf1ic. landScaped areas. walKWays and utility raceways;

(b) To dose temporarily any at the Common Areas lor maintenance purposes so long as reasonable access to the Premises remains availabte;

(c) To designale othar land outside Ihe boundaries 01 Ihe Industrial Cenler to be a pan ollhe Common Araas;

(d) To add additional buildings and improvements to Iha Common Areas;
(e) To use the Common Areas while engaged ,n maKing addl\lonal improvemenls. repairs or alleralions to Ihe Industrial Center, or any ponion thereol;

and
(n To do and pertorm such other acts and make such olher ct,anges in. 10 or wilh respeclto Ihe Common Areas and Industrial Center as Lessor may,

in the exercise of sound business judgmenl. deem to De appropriale.

3. Tem\.
3.1 Term. The Commencemant Dale, Expiralion Date and Original Term 01 this Lease are as speciliad in Paragraph 1.3.

In Pa~graph 1.4, or It no Early Possession Date,s soecilied. by the Commencement Dale. Lessor shall nOI be SUD!eC'10 any liability Iherelor. n lailure
affect the validity 01 this Lease. or the obligallons 01 Lessee hereunOer. or extend Ihe 'erm hereol. but In such case. Lessee shall as otherwise providad
herein. be obligated to pay rent or pertorm any oll'ler obligation of Lessee under the lerms of 1his lease unti e Ivers possessIon 01 1he Premises 10
Lessee. It possession at the Premises is not delivered to lessee wilhin sixty (50) days atter Ihe C enl Date. Lessee may. al its option. by notice in writ-
ing to Lessor within ten (10) days atter the end 01 said sixty (60) day perIod. caneo. e. In which ~ .....enl the pames shall ~ discharged from all obligations
hereunder. provided further. however. that if such wrinen nOlice 01 . a received by Lessor within said ten (10) day period. Lessee's right to cancel this
Lease hereunder shall terminate and be 01 no tunhgr ect. Except.as may be olherwlse provided. and regardless of when the Original Term actually com·
mences, tf possession is not tendered nen reQuited by 1his Lease and Lessee does nol terminale this Lease. as ataresaid. the period Iree of the oblig-
ation to pay Base Rent' • essee would otherwise have enJoyed shall run trom the dale 01 del~very of possessIon and continue lor a period BQual to the
period d . e Lessee would have otherwise enJoyed under Ina terms hereof. but minus any oays 01 delay caused by tho acts. cnanges or omIssions 01

4. Rent.
4.1 BallO Renl. Lessee shall pay Basa Renl and o'her renl or charges. as the sama may ba adjusted tram ume to lime. to Lessor in lawlul money 01 the

United Stales. withOut onsel or daduetion. on or belore the oay on which il is due under Iha terms 01 this Lease. Base Rent and all other renl and chBrgas tor any
period during the lenn hereol which is lor less than one lull mo"nth shall be prorated based upon Iha aClual number 01 oavs 01 the monlh involved. Paymenl 01 Base
Rent and other charges shall be made to Lessor at ,Is aDOre55 staled here,n or 10 such olhar persons or at such otner addressas as Lessor may Irom lime to time
·designato in writing to Lessee.

. . -
Paragraph 1.6(b)) of all Common Area Operating Expenses. as nereinaMer detined. dunng each calenoar yoar 01 the 1erm at this Lease. In accorOance wilh I
lowing provisions:

la) "Comman Area Operallng Expenses" are dellned. lor purposes 01 Ihis Lease. as all costs Incurred by Lessor relaling 10 Ihe ow
alion of the Industrial Genter, including. but not hmitad to. the tollowing:

(i) The operation. repair and malOlonanco. in nea1. dean. good order and condition. 01 the lollowing:

(aa) The Common Areas. inclUding DrJoung are3S. loading and unloading areas. trash areas, roaaways. side
ways. ta.ndscaped areas. striping. bUmpers. imgauon systems. Common Area lighting lacilltles. lonces and gates. elevators rool.

(bb) Exterior signs and any tenant directories.

(cc) Fire detection and sprinkler systems.

(ii) The COStof water, gas. electricity and telephone to service Ihe Common Areas.

(iii) Trash disposal, property managemenl anO secunty services ana Ihe COSIS01 a

(iv) Roserves set aside lor maintenance and repair 01 Common Areas.

Iv) Any increase above the Base Reai Property 1axes las dellnod in P graph 10.2(0)) ror Ihe Builo,ng and the Common Areas.

(vt) Any -Insurance Cost Increase' (as dellnad in Paragraph 8.1

(vii) The cast 01 insurance carried by Lessor Wltn respecl e Common Areas.

,vUi) Any dedUC1iOi~ panlan 01 an InsurOO lOSS cone '11"9 ::-,t:lI 3u;:Olr.;f vi :~;: ~C:7".:,,:,,:C:-..... __..;J.~,

(ix) Any Olher services 10 be prOVided by Le mal are stated elseWhere In Ihls Lease to oo'a Common Area Opera ling E.xpense.

(b) Any Common Area Ooeratinq Exoens and Real Prooertv laxos mat are soecihc;Jlly anncutable to Iho Buildlna or to any OlOer buildln9 in the
Industrial Center or to tne ooerauon. repair and lenance tnereol. shall De allocaled entirely 10 the BUlldlnO or to such Olher buildlno. However. any Common
Area Ooeratir19 Exoenses and Real F'rooeny es Inat are nOI soeclilcallv anncul3blO 10 Ihe BUlIOlO9 or 10 any otner oU110lOg or 10 lOe ooeratlOn. repair' anO mam-

oy lessor 10 all OUIIOlOgS in Ihe Inaustrial GeniCt.

(cl The inclUSion Of th orovements. laclililes and services set tanh in Sucoaraoraoh 4.2(al shall nOI De aeemed 10 ,moose an oblloatlon upon
Lessor to enher have said Ime emenls or taolmes or 10 orovlce lOose services unless Ino Industrlal Cenlsr aueacy nas Ine same. Lessor alreadY prOVides Ihe
S8IV1C8S, or L8SSOC' has a elsewhere in thiS Lease 10 prOVide Ine same or somo of them. '

s Share 01 Common Area Ooerallno Exoenses shall be pa~able bv Lessee Wl1nm ton (101 davs anBr a reasonably detailed stalement 01
prosented to Lessee by Lessor. ·AI Lessor's oOllon. nowever. an amounl may De estlmaled bv Lessor trom time to 1Ime ot Lessee's Snare 01

Qwll1Cin Area Ooerauno E:xoensos and Ine same shall os pavaOle monthly or ouanerlv. as lessor shall 09Slgnato. ounna each 12-montn oenod ot the
• on .the same day as the ~ase Renl IS cue norBunoor. Lessor shall deliver to Lessee wHnm SIXty (501.oavs attor Ine eXPlre-lllon ot eacn calendar vear a
o.taiktd stlnement snOwmQ Lessee's Snare 01 tne actual (;ommon Area Qoeratln9 t:xoensos Incurred aunng me orOCedlng year. II Lessee's pa~menlS
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pe,,,,",,, Mil'" Lessees 6.. , eel Go , jO~ :;:~;~~~"~~:::'~::~:: ~::::::;;;:: 1 ;~"';l~i-~~'::n;;;;"";;;;~" ". P, a ,! pi"' 1 1 1
i09 year wern less tnan Lessees Share as InQlGVIQflOn "iJtc1 St=l4Vn~RI, L.S8'&O%IUti Odj4U ces ..or mJ:ntib ro cencency wuran ten (10) days anar delivery
hi Lame: 16 20ssa* 81 SllHe61616",6 l.

S. Security Depa.lI. Lossee Shall deDOS11wi'h Lessor uoon Lessee's execuncn hereO! Ihe Securuv Deoosu set ronn in ParagraPh 1.7 as secumv lor Lessee's
lailhlu1 perlormanca 0' Lessee's obucanons under this Lease. II Lessee taus 10oav Base Renl or other font or cnarees CUB nereunoer. or 01h9f'WlS8oerauns under
',hls Lease (as defined in Paragrapn ; 3. 11. Lessor may use. apply or IOlalO all or any DOnlon 01 said Secunrv UeDOSIllor Ihe oayment of any amount due Lessor or
10reimburse or comoensate Lessor tor any liability. cost, exoense. loss or oamaoa unctuoinq auornevs lees) Which Lessor may sutter or incur by reason thereof. If
Lessor uses or aeones all or any ooruon 01said Securuv Deoosu, Lessee shall wnnm ten 11OJdays aner wntten reauest theretore ceocsn monies wltn Lessor suni-
doni to restore said Security Oecosu 10 Ihe lull amount reoUlred bv thiS Lease. Any lime Ihe Base Henl Increases aunno the lerm ot this Lease. Lessee Shall. upon
writlen reauest tram Lessor. oaocsu additional memes wllh Lessor as an aooinon 10Ine Securnv Deoosu so that the total amount of the Sec:umy Deposit shall at all
limes bear the same orcoorucn to the 1hen current Base Rent as Ihe Inllial Sscuntv DeOO51tDears 10 Ine initial Base Renl,sellonh in Paraqrapn 1.5. Lessor shall
not be required 10 keep all or any pan 01 the Secuntv Oeoosn secarare lrom us general accounts. Lessor Shall. at the exmraucn or eanier termination 01 the term
hereof and atter Lessee has vacated the Premises. return 10 Lessee lor. at Lessor'S onuon. to the rasi ass.qneo. II any. of Lesses's Interest herein). that poruon of
Ihe Secunty Deoosu not US90 or aOPlIed by Lessor. Unless otherwise exoresslv agreeo In wntlng by Lessor. no oan of the Secunty Deposit shall be considered to
be held in trust. to bear IntereS1or olher Incroment lor i1suse. or to bo prepaymenl lor any mOnies to be paid by Lessee under this Lease.
6. Use.

6.1 Pennlned Use.

(a) Lessee shall use and occuPy the Premises only lor IhA PermINed Use sellorth in ParagraPh 1.8. 8F 8 , eire le~sl beo J -et '0 eS811..8.I, u",pa
rabla Il;tmoto arxtfor no other purpose. Lossee shall not use or perml! the use at Ihe Premises In a manner Ihal is unlawful. creates wasta or a nUlSanCB.or thai
disturbs owners andlor occtJpants of. or causes damage to the Premises or neighbonng premises or properties.

by prospective assignees and sUbtenanls 01Lessee. liS assignees and sublenanlS. lor a moadlcallon ot saId PnrmiNed U 1 nOllmpair the
structural inteqrity of the improvements on the Premises or In Ihe Building or Ihe me ms therein. does nol conflict with uses by other
lessees. is nol significantly more ourdensome 10 Ihe P 9 and Ihe Improvemenls thereon. and is olherwise permissible pursuant to this
Pa~agraPh 6. 1/ Lasso . consent. Lessor Shall within Iiva (5) business days alier such requasl giva a wrinan nolificalion 01 same. which

6.2

Premises
with B contr~C1orspecalizina ano exoenenceo In IhO InSQCCllon.m;)lnrenancp. ;Jnn "'(I n I a IOn system lor the Premises.
However. Lessor resorve . ro ano maIntain Ine conlract lor the healing. aIr conollionmg and venllJaling syslems. and it

Ie) II Lessee fails 10 oertorm Lessee s ooliaallons unOp.r Ihls Paraaraon 7 1. !.-eS50r nl<lv I'!'ntl"?' unon Itle Premises aller len (10) days' orior wrulen .
:lOuce to Lessee (except in the case 01 ;10 emerqencv. '" wn,cn case no nolice snail oe reCUltCUl. penorm ::;ucn oOllgalions on Lassee S benall. and pUI Ihe
Promises In 9000 order. concnion ano reoalr. In accoraance wlln Paragraon 13.2 below.

7.2 L••• or·s Obl/gellons. SubiaCllo Ihe orOVISlons01 Paracrapns 2.2ICondillonl. 2.3 rComohance wuh CovenanlS. AeslriClions and Buildinq Codel.-+.!!"
:0&1 I e e8 Oneill y E'I'lI 1I1IBI.6 (Use!. 7 i {Lessee s ObliqallonsJ. 9 fOamaoe or DeSlructloni ana \11(Condemnation). Lessor. JoeICC[ [0 ClliiCdiSCiilb;;1

'81dflA1 19 91 A~F8BA « iI. shall keeo In 0000 oroer, canOllion ;)no reoalr tnP. fOUnaatlons. eXfenor wailS. SfruCtural conaltion Olinleflor bean no walls. exterior root,
';'0 sonnk!or anOlor standDlpa ano hose llllocmeo In Ihe Common AreaSl or omer aUlOmallc lIre eXl1nqUlsnlnOsyslem InclUOlng life alarm aneuor smOke delectlon
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• Premises -.,
svstsrns and eqUipment:e "; :~:~. OB~ DU I." I ':RI'b:"~" .R'" R.' 0 0 0.' n.•• nD eo 'DO, -r ,.0' and ulihtv SVSlemsservmo Ina "nmah. 0'0"' anc
all carts ther90t.l!i8 ell ~n B' .... It...:--IRS ", nAP .$f ... p ... I ,FR 11=48 GR"lWRP -reR ( 8_'81 B L Be __ e ~ A I III! F 8 88fSflP '.it Lessor shall not be onucatec
to paint the exterior or Interior sunaces 01 sxtenor waus nor shall Lessor be obuoaieo to rnainram. reoa-r or reorace WinDOWS. coors or olate orass at Ihe PrBnilse~.
Lessee expressly waives the bennlit at any statute now or nareattor in eHact wtucn wouto omerwise anoro Lessee the ripht 10maxe re03US at Lessor's expense or
to terminate, this Lease because 01 Lessor's failure to xeeo tno Building. Industrial Center or Common Areas 1;1 QOod orcer. cono.non and repair.

7.3 Ullllty"ln9Ioll~lIons, Trede FIXlures, Allerallono,
(a) DefinlUons; Consent Required. The term "Utility Installallons" IS used In trus Laas e to rel('( to au air hnes. cower oansts. electrical distribution.

security. lire protection sys1ems. communications systems. hghllnp "xture~. healing. ventuanno ar.o air conO:lr,.,,..Irmecurornent. olumbmo. and tancino In. on or
abOut the Premises. The term "Trade Fixtures" shall mean LC~$eo'5 machinery ana eOUlt"menl wnlch can ('10ro'movRd Without ccme male rial oarnaoe to the
Premises. The term "Alterations" shall moan any modiucanon 01 thp. Imorovement~ on lht? Premises wrucn ar'! provided bv Lassor under the terms 011his Lease.
olher Ihan Ulility Installallons or Trade Fixlures. "Lessee·Owned Allerallons end/or UtIIltv Instellellons" are defined as Auerauons and/or Utihty InslallBlions
made by Lessee that are nol ye1 owned by Lessor oursuant to Parapraoh 7Ata). i.essee shall nOI mas e nor cause to De maoe any Alterallons or uuurv
Installations in. on, under or about the Prem,ses wllnoul Lessor's prior wnnen consent. Lessee mav. nowever. make nnn'SlrUClural Ulilily Insiallanons 10 lhe inleridr
01 the Premises (exduding the rooll Without Lessor s consent but upon nouce to Lessor. so lana as tney are not visible trom tne outside of lhe Premises. do nol
invotve puncturing, relocating or removing tne rool or any existinp walls. or Changing or Inler1erlng wltn Ihe lire sprinkler or hre detection systems and the cumula-
lIVe cost thereof during Ihe term ollhis Lease as eXlended does nol exceed $2.500.00.

(b) COnsent. Any Alterations or Utility Installalions that Lessee shall deSire to make and whicn reQuire Ihe consent of Ihe Lessor shalt be presented 10
Lessor In written torm with detailed plans. All consents given by Lessor. whelher by '!lnlle 01Paragraoh 7.3(a\ or by suosequent specific consent. shall be oeemed
condtt;oned upon: (1)Lesseo's a~uirinQ all aoolicao1e permils required by govcrnmenlal aulhorltles: (ij) Iha lurnlshing 01 copies 01 suctl permlls together with a
alPY 01 the plans and specifications lor the Alterallon or Ulility Installatlon to Lessor Prior to commencement 01 Ihe work thereon: and (iii) the compliance by
. Lessee with all conditions of said permits in a pr~mPt and expedilio_us manner. Any Alterations or Utility Inslallations by Lessee dunng the term 01 this Lease shall

be done in a good and workmanlike manner. With good and suffiCient m~lerials. and be in compliance witrl all APplica.ble Reoutremenls. Les~ee shall oromplly
upon completion thereol fumish Less.or.with as-buill plans and specificatIons therelor. Lessor may. lbul without oblipatlon to do. so) condition its consent to any
requesled Alteration or Utility Inslallallon Ihal COSIS$2,500,00 or more upon Lessee's providing Lessor wlln a hen and complellon bond in an amounl equal 10 one
and one-hall limes the eslimaled COSI01 such Allerallon or Utilily Inslallalion.

(c) Uen protection. Lessee shall pay when due all claims for labor or materials furnished or allepod 10 have boen furnished to or lor Lessee at or lor
use on the Premises. which daims are or may be secured by any mechanic's or materialmen'S hen 39ainsl the Premises or any ,"IRrest 1herein. tosses shall ~ive
Lessor not less than len (10) days' nOlice prior 10 Ine commencemenl 01 any work in. on, or aboullhe PremISes. and Lessor shall have Ihe righllo poSI nOllces 01
non-responslblUty In or on the Premises as provided by law. II Lessee shall. in good laim. conlesl Ihe validity 01.any such lien. claim or demand. then Lessee shall,
allis sole expense, defend and prolect ilsell. Lessor and Ihe Premises againsllhe same and shall pay and salisly any such adverse JUDgmenlmal may be reno
demd thereon before tha enlorcemonllhereol againSllhe Lessor or Iho Premises. II LBssor shall recuire. Lessee shalilurnish to Lessor a surety bond satisfactory
to Lessor in an amount equal to one and one-hall times the amount of such contested hen claim or oemand. lndemnilyinp Lessor againslliability lor the same. as
required by law tor the holding of the Premises Iree trom me eHect 01such lien or claim. In addition. Lessor may require Lessee to pay Lessor's anorneys' tees and
costs in partidpating in such action iI Lessor shall decide it is to its best inlorest to do so.

7.4 Ownership, Removal, Surrender, and Restoration.
(a) Ownership. Subject 10 Lessor's right to require their removal and to cause Lessee to oacoma the owner Ihereot as heroinaher provided in this

Paragraph 7,4, all Alterations and Utility Installanons made 10 the Premises by Lessee shall be lhe property 01 and owned by Lessee, but considered a part 01 the
Premises, Lessor may. al any lime and al its opliOn. eleci in wriling to Lessee 10 be Ihe owner 01 all or any specilied part 01 the Lessee-Owned A1terallons and
UtIlity Installations. Unloss olherwise Inslructed per Suoparagraph 7.4(b) hereol. all Lessee·Owned Alleranons and Ulilily Inslallalions shall. al the expiralion or
ear1ier lermination 01 this Laase, become Ihe property 01 Lessor and remain upon the PremIses and oe surrendered with Ihe Premises by Lessee.

(b) Removal, Unless olherwise agreed in writing. Lessor may require Ihal any or all Lessee·Owned Alleralions or Utilily Inslallalions be removed by
lhe expiration or earlier lennination ollhis Lease. norwithstanding Ihaltheir inslallalion may have been consenled 10 by Lessor. Lessor may require the removal al
any time pI all or any part 01 any AI1orallons or Utility Installalions made without the required consent 01 Lessor.

(c) SUrrender/Resloralion. Lessee shall surrender Ihe Premises by Ihe end ot the iasl cay 01 Ihe Lease IeI'm or any eanier lenninalion dale, clean
and tree of debris and In good operating oroer. condition and state of repair. ordinary wear and lear exceoled. Ordinary wear and tear shall not inclUde any dam-
age or deterioration that would have been prevented by good maintenance practice or by Lessee oer1orming all of ilS obii9atlons under 1his Lease. Exceot as oth·
enrise 8gr99d or spaci1led herein, the Premises, as surrendered. shall include Ihe Alleralions and Ulili'y Inslallalions. The obligalion 01 Lessee shall incluoe Ihe
repair of any damage occasioned by lhe inslallanon. mainlenance or removal 01. Lessee's Trade FIlClures. lurnishlngs, equipment and Lessee·Owned Al1eralions
and Ulility Installations, as well as the removal 01 any storage tank inslalled by or lor Lessee. and tne removal. replacement or remedialion ot any soil. material or
ground water contaminated by Lessee, all as may 'hen be rSQuired by Applicable ReoUlremenlS and'or good praclice. Lessee's Trade Fixlures shall remain the
property 01 Lessee and shall be removed by Lessee subjecllo ils obligalion 10 repair and reslore Ihe Premises per Ihls Lease,

8, Insurance; indemnity,
8.1 Payment 01 Premium Increa .. a,

(a) As used herein. the 1erm "Insurance Cost Increase" is defined as any increasA In lOe actual cost 01 the insurance applicable 101he Building and
required 10 be carried by Lessor pursuanl to Paragraphs B.2(b), B.3(al and B.3(b), ("Required Insurance"). over and aDove the Base Premium, as hereinafler
defined, cak:utaled on an annual basis. '"Insurance Cost Increase" shall include. but nol be Iimiled 10. reaulfemenlS ollhe holder ot a mortgage or deed of trust cov-
ering the Premises, increased valuation of the Premises. and/or a general premium rate increase. 1he term -Insurance Cosl.lncrease" shall not. however. include
any premium increases resulting Irem the nature ot 1he occupancy 01 any olher lessee 01 the BUilding. II the panles insert a dollar amount in Paragraph 1~9.such
amount shall be consKiered the "Base Premium." It a dollar amount has not been Inserted in Paragraoh 1.9 and it the Building has been previously occuoied duro
ing the twelve (12) month penod Immediately preceding the Commencomenl DatB.the -Base Premium" shall bo the annual premium applicable to such twelve (12)

::::~:~:':~;I:~:::;::;:=;'::e ~I~::"Z;;;;:;;;;;;;;;; Q;I; "'jTD~1'0' eel'-ow : .ee..... 1.:1lb.[iI, D~In no event nowever. shall Lessee
be responslble for any port,on of the premium COSIan"bulable 10 liability Insurance coverage In excess 01 S 1,000.000 procured under Paragraph 8.2(b).

(b) Lessee shall pay any Insurance CoSI Increase 10 Lessor pursuanllo Paragraph 4.2. Premiums lor policy periods commencmg prior 10. or exlending
beyond. the 1erm01this Lease shall be prorated to COinCidewith the corresponding Commencement Date or Expiration Dale.

8.2 UabUlty Insurance,
(a) carried by Lessee. Lessee shall obtain and keeo in lorce during the 1erm of Ihis Lease a Commercial General Uabilily policy 01 insurance protect-

ing Lessee. Lessor and any Lender(s) whOse names have been provided 10 Lessee in wrillng las add.llonal Insureds) agalnsl claims lor boDily inJUry, personal
Injury and property damage based upon. involvmg or arising oul 01 Ihe ownership. use. occupancy or malnlenance 01 the Premises and all areas appurtenanl
therelo. Such insurance shall be on an occurrence baSIS providing single Iimil coverage In an amounl nOI less lhan $1.000.000 per occurrence witn an "Additional
Insurad-Manall9f!1 or Lessors 01 Premises" enPorsement and conlain Ihe "Amendmenl oilM pollunon ExciuSlOn" endorsemenllor damage caused by neal. smoke
or fumeS trom a hostile fire. The policy shall not contain any intra-insured exclUSions as between Insured oerSOns or organIzations, but shall induoe coverage tor
Itability assumed under this Lease as an "insured contract" for the pertormance 01 Lesseo's Inoemnlty obligations under this Lease. The limits ot said Insurance
requirpd by this Lease or as carried by Lessee shall not. nowevcr. limit the liability 01 Lessee nor relieve Lessee 01 any obligation hereunder. All insurance to be
carried by Lessee shall be pnmary to and not contributory with any similar Insurance carried by Lessor. wnose IOsurance shall be consioered excess Insurance
only. . r as it is required under the Master Lease

. (b) Carried by Lessor. Lessor shall also mainlain liability insurance dberi'ecd II Fa:a~re~p B.2Ie) Bte el in addition to and not in heu 01. the insur-
ance required to be maintained by Lessee, Lessee shall nol be named as an addllional Insured Inerem.

B.3 Property Insurance-Building, Improvements and Rentel Value.
(a) Building end Improvements. Lessor shall obtain and keep in torce dUflng the term of this Lease

loss payeble to Lessor and to Bny Lender(s). msuflng aqainst loss or damage 10Ihe Premises. Sucn Insurance shall be lor lull reolacement CO arne shall
exist tram time to time,· or the amount required oy any Lender(s). bUl In no even1 more than Ine commerCially reasonable aOO . - surable value thereo! il.
by reason 01 tho unique nature or ape at Ina Imorovements involved. such laner amounl is less rnan lUll reola . Lessee·(Ntned Alterations and Utility
InsLaUations.Trade Fixtures and Lessee's personal propeny shall bo Insured by Lessee pursuant _ on 6.4. It the CQverapo IS available ano commercially
appropriate. Lessor's policy or pOliCies shall Insure a~alOsl all risks 01dlrccl pnyslc ama~:]9 lexcent the perils 0111000anc1/oreannauake Unless reouired
by a Lender or induded in the Base Fo'rom:uml. IOcludmo COYfHaqp.t lanai COslSresulllOq trom deons removal and reasonable amountS ot coverrtge 10:
the entorcement ot any ordlnanco or law reaul:)!In . • rUCuon t,r replacemonl oi an", uncama::::eC soctlons or the Buildln9 reourred to be Oemollsned or
removed by reason 01100 entorcemen 0100. zonlnq. salety or land use laws as InO rasull 01 a coyored lOSS.bul not inclUding plale glass Insuranco. S,;:
polICYor policies shall a an apreoo valuallon orovlslon in lieu 01any co· Insurance clause. waiver 01SUbr~auon. and lnllauon quard proteC"llon caUSlr,:
an ,naea . . nual proocnv Insurance coveraoe amount DYa lactor 01 not less man me aOlusled U.S. Deoanment of labOr t:onsumer Price Index lor AI;

. . such pol i cy( i es) as it is requi red under the Kaster Lease"

to Lessor and any Lender(s). msunno tne loss 01 the lull ranlal :md other chaioes pavable bv all I'!ssees· 01 the BUlldmQ to Lessor uOlno all Real
Property laxes. Insurance costs. all Common Area Ooerattng Exoenses ana any scneduloo rental IOClea e may prOVide mat in me eVRn1Inf:
Lease is tmminated by reason ot an Insured lOSS.me oertod 01 InoemnifY lor sucn ex1ended Devond the oate 01 Ine completion 01 reoarrs or
rupt8cement at the Premises. to orovide lor o.ne lUll vear's 10 es trom the dale at anv suCh loSS.Said Insurance shall contain an Boreed valuauon
provision m lieu 0' any co-insurance amounl 01 coveraqe shall os adlusted annuallv to rellecl me prolOC1edrental lOcome. Real ~roDenv Taxes.
Insurance e· omef expenses. It any. oftlerwlse payable. tor me ned 12-month OBnod. (;ommon Area Operating ~xpenses Shall Inctuoe any

(c) Ad~nt Prem •• es. Lessee shall oav lor any Increase in the premiums lor Ine orooenv Insurance of the Building and tor me Common Areas O~
other buik:t1ngstn the Industrial Center if saKI Increase IScaused oy Lessee's acts. omiSSions. use or oo::uoancy 01the Prenuses.
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(d) Leallee', Imorovements. Sinco Lossor IS tne tnsunno Partv, Lossor snail not bo reoUired to Insure Lessae-Ownoo AHeralions and Utility
Installations unless me item in cuesuon has oecoma me orcoerrv 01 Lessor unoer the terms or trus Lease.

8.4 Lessee's Property Insurance. Subject to Ina reoulremenls 01 Parncraon 8,5. Lessee at 115 cost snail either by separate oolicy or. at Lessor's 001l0n.
by endorsement to a polley aireacv earned. maintain insurance coveraae on all 01 t.essee's cersonat orooerrv, Trade Fixtures and Lessee--Owned Alterations and
Ulility Installations in. on. or aoout the Prarmses Similar In covsrace to rna: cameo by Lessor as the Insunnq Parrv unaer Paraoraon 8.3Cal, Such insuranco snail be
lull replacement cost coveraoe wllh a oeoucnore nOI to exceed $1.000 oer occurrence. The oroeeeos tram any sucn insurance snail be used by Lessee lor Ihe
replacemenl ot oersonal oroperty and Ihe rasrorauon at Trade Fixtures ana Lessee-Owned Aneraucns and Utility rnsiauauens. Uoon request from lessor. Lessee
snan provide Lessor with wrinen evicence mat sucn Insurance IS In torca.

8.5 Insurance Policies. Insurance reouueo noreunoer snail bA In cornnames ouiv IIcenseo 10 transact ousmess In the state wnere the Premises are Iocat-
od. and mamtammo dunno the policy term a '"General Poucvnoioars RatIOO' 01 at least B -e-, V, or sucn orner rauno as may be rOQUIfBOby a Lender. as sel torth in
the most current issue 01 "Bast's Insurance Guide." Lessee snail not do or osrmu to oe aone anvtruno wnlch snail invalidate the Insurance OOlioes roterred to In this
Paragraph 8. Lessee shall cause 10 t>o delivered to Lessor. within seven 17) days atter tne earlier orina Earlv Possession Date or ma Commencement Date. cern-
lied comes 01. or cernncates evidencmg Ine eXistence ano amountS 01. the Insurance reoulred under Paraoraon B.21al and B.4. No SUChpolicy shall be cancelable
or subieet to modilication except atter thirty (30) days' pnor Wflnen nolice 10 Lessor. Lessee snail at leasl thIrtY 130) days pnor to Ihe eXPiration of such policies. lur·
nish Lessor with evtdence oj renewals or "insurance cIOders· eVidenCing renewal Ihereol. or Lessor may oroer sucn Insurance and charge tho cost thorool to
Lessee. which amount shall be payable by, Lessee to Lessor upon domand.

8.6 Waiver Of SubrogBllon. Wilhout aHecling any olnar f19h1Sor remedies. Lessee and Lessor eacn hereby release and relieve lhe othor. and waws their
entire righi to recover"damages lwhether in contraC1or ,n lort) against the other. lor loss or damage (a Ihelr propeny aflslng out alar ,"cidenl to the perils reQuired
to be insured against under Paragraph B. The eNect 01 sucn releases and waivers 01 Ihe right to recover damages shall nol be limited by the amdunt 01 insurance
carned or required. or by any deductibles aoolicable thereto. Lessor and Lessee agree to have tnelr resoecllve Insurance companies issuing property damage
insurance waive any oghl to subrogation that sucn comoanles may nave agalOs1Lessor or Lessee. as the case may oe. so long as the insurance is not invalidated
Ihereby.

8.7 Indemnity. Exceot lor Lessor's negligence andlor breach ot express warranties. Lessee Shall indemnify. proleC1. dolend and hold harmless the
Premises. Lessor and its agents. Lessor's masler or ground lessor. panners and Lenders, from and against any and all claims. loss at rents andlor damages.
costs. liens. judgments. oenalties. loss 01 permlls. anorneys' and consullants' lees. expenses and/or liabilities arising QUi 01. involvinq. or in connOCllon with. tho
occupancy 01 the Premises by Lessee. the conduct 01 Lessoe's business. any act. omission or neglect 01 Lessee. liS agents. contractors. employees or invitees.
and out 0' any Dataull or Breach by Lessee In the periormance In a timely manner 01 any obligallon on Lessee soan to be performed under tnis Lease. The fore·
going shall indude. but not be limited to. the defense or oursun at any claim or any action or proceoolng invOlved Iherein. and whether or nol (in the case at daims
made against Lessorlliligated andlor reduceo to jUdgment. In case any aCllon or proceeOlng be brought agamsl Lessor by reason 01any of the foregoing maners.
Lessee upon notice lrom Lessor shall defend the same "I Lessee's exoense bv counsel reasonably sallslactory 10Lessor and Lessor shall cooperate wilh Lassee
In such deleose, Lessor need nol have lirst paid any sucn claim in order to be so indemOilied.

B.B Exemption 0' Le •• or from Liability. Lessor shall not be liable lor injUry or damaga 10 tne person or goods. wares. merchandise or olher property of
Lessee. Lessee's employees. contractors. mVllees. customers. or any other person in or about the Premises. whether such damage or injury is caused by or
resUlts tram fire. sleam. electricity, gas. water or rain. or Irom the breakage. leakaQe. obstrUCllon or olner defects 01 oipes. tire sorinklers. wires. appliances. plumb-
ing, air conditioninQ or lighting fixtures. or tram any omer cause. whether said injury or oarnage resulls from conditions arising upon 1he Premises or upon other
portions ot the Building of which the Premises are a can. Irom other sources or places. and regardless 01 whether the cause of such damage or injury or the
means ot repairing the same is accessible or not. Lessor shall nol be liable lor any damages arising from any act or neglect 01 any otl1er lessee ot Lessor nor trom
the tailure by Lessor to enforce the prOVisions of any other lease in Ihe Industrial Cent,er, Notwithslanding Lessor's negligence or breach of Ihis Lease. Lessor shall
under no cirQJmstancas be liable lor injury to Lessee's bUSiness or lor any loss of income or proHt therefrom.

9. Damage or De.truetlon.

9.1 Oennillono. any or to
(a) ·Premlaea Partial Damage" shall meanr;;;;maga or deslruct,on to the Premises .• lP .1:;: Lessee-0wned Alterations and Utiiity Installations.1I!Il'

rapo!; co • of .. i ... is" &46 IF in' I! '! '1111 IAaR rttl ,aor;; I fi01' I of It;,o IhR Pa,alaUIiJi1I8,1 Cn1 [8' iiII' i" P8F!I~'8J!ft 9d(aH 811t:le P, • ..,".U II II 11
I § LS!I6ee e:",&d Itlto:atiolls aad bltilil; lilStUlIUl'OIiS aile ,;oda F'xlblcsl illl1l ed"atel, pIiOl.lO SUCIi dcililuga 01 ccStlocticli.

the repair cost 01whicl1 damage or destruclTon is lifty perca"t (50%) or more of the tnen Reolacemenl Cost 01 the Pro ned Alterations
and Utility Installations and Trade Fixtures) ,mmedialely prior 10such damage or dest' . ge or dastruclion to Ihe Building. olher than Lessee-
Owned Alleralions and Uillity Installations and Trad . 0 e Building. the cosl 01which damage or deslruction is lifty percent (5~.) or more
of the then Aeol ssee·Owneo Alterations and Ulility Installalions and Trade Fixtures of any lessees oltha Building) 01 the Building shall.

(0) 001nl"R1 '000'· chiiilll mOils d?R2iii1~O 0' gOIi!'!':';?" to Ibe pmmiscc G,ber than! arcoo Q qg OUA ~"QPIi 'IF!" ! '!ilil,! Inc'iill'alioAo aRd Trodo
9*=0£ ...MivA "'iil' lOiaWCoQby an 0 onl ,oqlllro'l1 to bc £Q 'grog by tho inc'%m'So QOEOPg9Q "n Pilrn!r2~h 3 3(a)' REi~801 0 of QR) gS; ol'blo HRliOIdAto Q, GO Q'Iil!O

(~) "A'fIIlal.AUlAt Coot" Bt:uallWag? 'hA ;eet to rgo' or nh '1 'ho imo,o CfSiilRt8 0 PR" A I ABBi' 81 thg 'we at lhs 000 AROO 1o Ihoi oopsffoA
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mid hi.lloOI deductioli to: dap eeiafo ..

(e) "Hazardous Substance Condl1lon" shall mean tho occurrence or discovery 01 a condition involving the presence of. or a contamination by. a
Hazardous Substance as defined in Paragrapn 6.2(a). in. on, or under the Premises.

such damage (but not Lessee's Trade Fixlures or Lessee·Owned Alterallons and Utility Inslallations, as soon as reascnably possible and this Lea ntinua
in tuD force and sHeet. In the event. however. that there IS a shonage 01 insurance proceeds and sucn snonaqe IS due to the fact eason 01 'he unique
natura 01 the improvements in the Premises. lull replacemenl cost insurance coverage was not commerClailv reasonable aole. Lessor shall have no oblig·
ation to pay lor the shortage in insurance proceeds or 10 tully restora Ihe unlque aspects 01 the Premises ssee prOVIdes Lessor with the funds to cover
same. or adequato assurance thereof. within ten (10) days following recelot of wrinen notice 01 .. aoe and reQuest theretor, If Lessor recerves said tunds or
adequate assurance thereof oMthin said ten (10) day penod. Lessor shall complel soon as reasonably poSSible and this Lease shall remain in full force
and eNact. 11Lessor does not receive such lunds or assurance wilhin . Lessor may nevenheless elect by wrinen notice to Lessee within ten (10) days
thereafter to make such restoration and ropair as is comm easonable with Lessor paying any shonage in proceeds. in which case this Lease shall remain
In IuU torce and eflllC1. 11Lossor does not rac unds or assurance wilhin such len (10) day pariod. and il Lessor does not SOelect 10 restore and repair.
then this Lease shall terminate s' ays lollowing lhe occurrence 01 the damage or deslruction. Unless otherwise agreed, Lessee shall in no event have any
right to reimbursem essar tor any funds contnbuted by Lessee to repair any such damage or destructlon, Premises Panial Damage due 10 flood or earth·
~ual<e . act to Paragraph 9.3 ratner Ihan Par "graph 9.2. nO!Wllhslanding tnatlhere may 00 some Insurance coverage. bUlthe net proceeds 01any such

L99.IOO(in which event Lessee shall make the repairs ;tl Lessee s exoense and this Lease shall cOnlinue In lull lorce and effecO. Lessor r s option,
aHher (i) repair such damage as soon as reasonably pO'5'Ole at Lessor's exoense. in which event thiS Lease shall conti e and eNect. or (ii) give writ-
ten notice to Lessee wilhin thirty (30) days aner recelOI by Lessor 01knowleoge 01 Ihe occurrence 01s 0 essor's deSire to terminale tnis Lease as ot
the date sixty (60) days follow;ng the date 01 such nOllce. In the event Lessor elects alice of Lessor's intention to termlnale this Lease, Lessee shall
have the right within ten (10) days alter the receipt of $uCh nallcn n no lice to lessor 01 Lessee's commitment to pay lor the repair 01 such damage
totally at Lessee's expense and without relmour essor. Lessee shall proVIde Lessor Wllh the reqUIred funds or salislactory assurance thereof within
thirty (30) days lollowing suc . rom Lessen. In such evenl this Lease shall continue In lull lorce and eNect, and Lessor shall proceed to make such
repaim as a Iy possible aller the reqUIred lunds are available. II. Lessee does not give such no lice and provida Iha lunds or assurance thereof with-

9.5 Damage tlt;rlf~j~?T6rrn. II ut any ump. dunno It'll} ! .CO 'S) t b lerm of
8 (lldl I I nq'1gl .. 91 1 11 I ! £ i' ' Lessor may. at Lessor's oolion. lerml
01 oc::currence ot sue:t' damaqo bY qM~ wrmen notlco to 'lessee 01 Lessor'S election to do so wllnm

, ten (l0) I;;; any Premi ses IlaJIIlIge.
hiS Lease mero IS !i8"! liP t "It 1hl III' .1 F.I."'
I~ tnis Lease ettectlve days following the date

dayS aller Ihe date a occurrence 01 such damage,

(a) eXerClSlflQsucn OOllon. ana lbl provldIOo Lossor Wlln itnv snonaoe In Insurance oroceeds lor aoeQuate a5surance Itler . e repairs on or
boloro Itle earlier of (i) the date wn,cn is len 110) days :Iller Lessee's reCOIOI01 Lessor s wnITen n ! r mlnale lOIS Le se. or (ii) tho day prior (a Ine
date upon wOIch sucn option eXOlres. II Lessee aUly exerCises suen 0 lad ana orOVtOOS Lessor with funds lor a eQuale assurance thereol) 10
CO'Y9( any snor1aqe In Insurance oroceeds or s exoense rfmalr suen damaqe as soon as (I:~asonaOlvpOsslote a this lease shall conllnue In
lulllorce ano exerCise suen oOllon ana orovloe sucn lunas or assurance ourrng sucn oeflod. Ihen IhlS Lease hall terminate as 01 the dale

twenty (20)
~ ra 10n

9.6 " 16 lie: 1ef Rent; Los.!ee',! Aemeales. previously paid in advance
(a) In Ihe event of ") Premlsas ;o".,;m Damage 0£7~ardous Subslanco Condlllon lor wnlch Lessee IS not legally responSIble, the Base Rent,

Common Area Ooeratlno Exoenses ana other charaes. r: any. Lessee "greUnder 61 11C6el 16CCb IC I I"ell suel I d8tl:8gB Oi _Olld;ha::. IS 130811.IOJ110
~f!JliIFIF 38 Iii' UP !!.3'8188888188 UQIliSli UI'Ul1J81!lfA8 II lJi Lall!e]s 8.1'!l1 sea 11868.edl"8l] silse 8 aelC"8

, ~ - Exceol lor ~ 01 Hase Renl Cemmon Area Ooerauno Exoenses and otner cnarQes. " any. as
CiIOlosaid. all other obllaatlons ot Lessee ner naer sn~i1oe oenorme~ oVt:ss:.e. and Lessee snail have no Claim aoaJOstLessor lor any aamage suttered bv re~-
:00 ot Qnv suen aamace. cestructlon. rooalr. ' .meOlal10n or rl1s:orauon proration ~

sha 11 be prorate through the date this Lease is tenrinated. Inltlala: ' •

. :ULTJ-TENANT~;:;OSS



" . .' - . - . - : .
mesninglul way. the repair or rastcrauon 01 the Premises Wit"," "moty (901 oavs aner SUCt'l obligation shall accrue. i.essae may. 31 ....... ' '"U commence
mont 01such repair or rostoration. give wnnen noll co 10Lessor <In.:110any Lancets 01wnich Lessee nas actuai eo's election to terminate this Lease
en a date nct tsss than sixty (60) days lollowing Ino qrvroo of suen nouce. II Lessee ......_- • e ,0 i.cssor and such Lenders and such renau or restoration 15
not ccmmoncod ~thin thirty (30) days atl;.' rscerot 01 sucn ~ 'shaH termmate as 01 the date snecilied In said notice. II Lessor or a Lender com-
monees 1ho reoalr or restoration of . W,II11n tmrtv 1301 om'!> auer tnu receiot 01 ~.Uch noucv. :~l:: Lease shall ccnunus in lull terce and sncc:
"<';ommencllo" __ aragraoh 9.6. snau mean ouner \ne unc-nomor.ai ;'lIH'10ri~allon OIU1L'ort~oar;\;,~:. :.: tne reouuco orans. or the oer,tnnlnp ot mo ac..

,..;... . .
9.7 HaJ.rdm%ttalJ;.~t Condltlons. II a HazarOOIJS SutJstance Conrtrnou occurs. uorevs LessAI?' IS louairv rasocnsrere lherelor (In wtucn casa Lessee

shall make the nvestipatlon ana eamemanon Ihnreol recuITed by Aocncabte HeOUlremenlS and tms i.ease shah- conunus in lull terce and enecr, bul subject tc
lessor's rionts under Paragraoh 6.21cl and Paraprauh 131. Lessor mav at t.asscr s oonon suner III mvesuuate ana remedlale such Hazardous suesranco
Condition. it re<~ired. as soon as reasonably oossiote at Lessor s exoense. In whlcn event thiS L~ase snail conllnue in 1,,111orceand eNecl. or (ii) it tna esumalc::
rost te investig te ana remedlate sucn condillon exceeos lWelve (121Umes Ine Inen monlhlv Base Henl or S100.000 whlcnever IS oreater. olve wr,"en nouce 10
Lessoo w~hln ". ." •• ;,. days aMr receipt by Lessor 01 knowleooe 01 Ine occurrence 01 such Hazaroous Sues lance Condllion 01Lessor's oesire 10 terminate this
LQ8S0 as 01 the date days tollowmp the date 01 ~uch nOllce. In Ihe even! Lessor elects to olve sucn nOllce at Lessor's Intention to terminate this Lease.
Lesset:J shall have the right withm ten (10, days atter the recelOt 01 such no lice to give wnnen nOllce io lessor 01 Lessee's commitment 10 pav tor lOe excess costf-
01 (a) invastigation ad<S remediation at such Hazardous Suos1ance CO~dItIOn to Ihe oxtent reOUireO by Aoolicable Requlfomenis. over (bi an amount eQual to
tweNe (12) times the hen monthly Base Rent or S~OO.OOO.whicnever IS grealer. lessee shall prOVide Lessor with the lundS reQuired of Lessee or satistactory
assurance thereol wit in' days tollowlng said commitment by Lessoe. In such event this Lease shall conunue in lull torce and enact. and Lessor shall pro-
ceed to make such in es~~aition and remediallon as soon as reasonably possible alter Ihe required funds are available. It Lessee does not oive such notice and
provlde the required I nd or assurance Iheraol within the time period specilied above. this Lease shall terminate as ot the date spetilied in Lessor's notice 01 ter-

mlnation. ten (10) t"l!nty (20)
9.8 Tennlnallor>-Advance Peyments. Uoon lerminallon ollhis Lease pursuant to this Paragraph 9. Lessor shall return to Lessee any advance payment

made by Lessee to Lessor and so much 01Lessee's Securily DepoSit as has not been. or is not then required to be. used by Lessor under the terms 01 this Lease.

9.9 Waiver 01SlBtules. Lessor and Lessee agree thatlhe terms ot Ihis Lease shall !lovern tna eNecI 01 any oamage to or destruction ot the Premises end
the Building with respect to the termination of this Lease and hareoy waive the proviSIons 01 any presenl or luture sl~lute to thO extent it is inconsistent herewith.

10. Real Property Tues.
10.1 Payment 01 Te.es. Lessor shall pay the Real Property Taxes." as delined in Paragraph 10.2(al. aoolicable to tho Industrial Cenler. and except as Olh·

e.w;se provided In Paragraph 10.3. any increases In such amounls over the Base Real Property laxes shall be included in Ihe calculation of Common Area
Operating Expenses in accordance with the prOVisions ot Paragraph 4.2.

10.2 Real Property Tex Dellnillons.
(a) As used herein. the term "ReBI Property Texes" shall include any torm 01 real estale tax or assessment. general. special. ordinary or extraordi·

nary, and any ansa leo. commercial rental tax. improvement bond or bonds, levy or tax (other Ihan inherilance. personal income or estate taxes) imoosed upon
the Industrial center by any authori1y having the direci or indirect power 10 lax. indudlng any city. slate or laderal 90vernmenl. or any school, agricultural. sanitary.
fire, streel. drainage, or other improvement distriCI Iheroo!. levied against any logal or equitable inlerest at Lessor in the Induslrial Center or any portion thereal,
Lessor's right 10 rent or other income theretrom. and/or Lessor's business at leasing the Premises. The term "Real Proper1y ~8.e5" shall also include any tax.
too. levy. assessment or charge. or any increase therein. 'mPOsed oy reason ot Avenls occurring. or cnanpes in Applicable Law taking eNecl. during the term of this
Lease. including but nollimlted 10a change in the ownership 01 the Industrial Cenler or in the Improvements thereon. Ine execution ollhis Lease. or any modifica-
lion. amendment or transler Ihereol. and whelher or not contemplated by the Parties.

(b) As used herein. the term "a.se Reel Property lexes' shall be the amount 01 Real Prooerty laxes. which are assessed against the Premises.
Building or Common Areas In the calendar year dunng which the Lease IS executed. In calculating Real Prooerty laxes tor any calendar year. the Real Property
Taxes lor any real estate tax year shall be included in the calculation 01 Real Property laxes for SUChcalenoar year cased upon the number 01days which such
calendar year and tax year have in common.

10.3 Addltlonellmprovements. Common Area Operating Exoenses shall not Include Real Property laxes soecilied in the tax assessor's records and work
sheets as being caused by additional improvements placed upon Ihe Induslrial Center by olher lessees or by Lessor lor the exclUSIVeenjoyment 01 such other
lessees. Notwithstanding Paragraph 10.1 hereo!. Lessee shall. however. pay 10 Lessor at lhe lime Common Area Operating Expenses are payable under
Paragraph 4.2. lhe entirety of any increase in Real Property laxes il assessed solely by reason ot Alterations. lrade Fixtures or Utilily Installations placed upon the
Premises by Lessee or at Lessee's requesl.

10.4 Joint Aasessment. II the Building is not separately assessed. RAal Property laxes allocated 10 IhA Building shall be an equitable proportion 01 the
Real Property Taxes lor all 01 the land and improvements included within the tax parcel assessed. sucn prooortion to be determined by Lessor lrom the respective
valuations asstgned in the assessor's work sheets or such olher information as may be reasonably available. Lessor's reasonable determination thereof, in good

talth. 6hBJ1 be conclusive .
. 10.5 l..eAM·s Property Tnes. Lessee shall pay prior to delinquency all taxes assessed against and levied upon Lessee-Owned Alterations and Utility

Instal1ations. Trade Fixtures. turnishings. eqUipment and all personal property 01 Lessee contained in the Premises or slored within the Industrial Conter. When
possible, Lesaee shall cause its Lessee-CNmed Allerallons and Ulillty Installalions. Trade Fixtures. furnishings. equipment and all other personal property to be
asseased and biUed separately tram the real property of Lessor. II any 01 Lessee's said ~:)(operty shall be assessed with Lessor's real property. Lessee shall pay
lessor Iha taxes attributable to Lessee's property within ten (10) days aher receipt 01 a wnlten stalemenl selting torth the taxes applicable to Lessee's property.

11. UtlilUBs. Lessee 6hBJ1 pay directly for all utililies and services supplied to the Premises. including but not hmited 10 eleC1ricily. telephOne. securily. gas and
deaning 01 the Premises. together with any taxes thereon. II any such ulihhes or services are not separately metered to Ihe Premises or separalely billed to Ihe
Premises. Lessee shall pay to Lessor a reasonable proportion 10 bedelermined by Lessor 01 all such charges joinlly mewed or billed with olher premises In the
Building. in the manner and within Ihe time perioos sel lorth in Paragraph 4.2(dJ.
12. AaslgnmentandSublelllng. lessee shall not voluntarily or by oJ.lE!ration of law assign. transfer. rortgage or other-

Iii 1 "'II .... 'aAIIAI R.~W~~e transfer or encumbe.r or sublet (collectively. "transfer") all or any part of lessee's
lnterest in this Lease or in the Premises .. Breach 0 this rovi i n sh.alJ result i

or any part 01 Lessee's interest in this Lease or In Ihe Premises Without L~ssor's prior wrmen consent given under and subject to the lerms oj Paragraph 3

(b) A change In 1ho control of Lessoe shall conSll\U1e an assipnmenl requiring Lessor's consent. Tne transler, on a cumulative basis, enty·live per-
cent (25%) or more ot the young control 01 Lessee shall constltU1e a cnange In control tor thIS purpose.

(c) The invotvement 01 Lessee or its assets In any 1ransac1ion. or series 01 1ransaC1l0ns (by way 01 merger. sale.
transler, leveraged buy.out or otherwise). whether or n01 a lormal assignment or hypolhecaiion of Ihis Lease or Lessee's a occurs, which resulls or will result
in e reduclion 01the Net Worth 01Lessee. as he,elnaller delined. by an amounl 8Ouallo or grealer !han lWenly-hve nt (25%)'01 such Nel Worth 01Lessee as
it was represented to lessor al the time of full execullon and delivery 01 this Lease or at the time ot tne mas I r assignment to which Lessor has consented. or
as ~ exists tmmedialely prior to said transaC1lon or tranSaC1lons conshtutlng such reduction. al whlcnever· s~id NAt Worth of Lessee was or is grealer. shall be
consldered en assignment 01 this Lease by Lessee 10which Lessor may roasonably withhold its nl. "Net Worth 01 Lessee" lor purposes 01 this Lease shall
be the net worth 01 Lessee (exdudlng any Guarantors) established under generally accepte ounllng prinCIples consistently applied.

(d) Ar1 assignment or subletting at Lessee's interest in this Lease with essar's specific prior writton consent shall. at Lessor's option, be a Default
aJrabieaher notiCe: per Paragraph 13.1. or a non-curable Breach without th essily 01 any nollce and graco period. II Lessor elects 10 treat such unconsenled
to assignment or subletting as a non.curable Broach. Lessor shall h 9 right 10 either: (il terminate this Lease. or (ii) uoon thirty (30) days' wflnen notice
("Leaaor'a No1tco"). increase the monthly Base Rent lor the P Ises 10 the grP.aler 01 the then lair market rental value 01 the Premisas. as reasonably deter-
mined by Lessor. or one hundred ten percent 1110%\ ot ase Rent then in eNecl Pending oelerminallon 01 the now tair market renlal value. il disputed by
Lessee, Lessee shall pay tne amount sel fonh In L s Notice. With any overpaymenl credileO a9alnst the nAx1 Installmenl(s) 01 Base Rent coming due. and any
underpayment tor the period retroactively 10 eCllve dale 01 Ihe adluSlmenl being Que ana pavable ImmedlalelY uoon the determination mereol. Further. in the
event at such Breach and rental adjUSl , (I) me purchase pnce at any oOlion to purchase Ihe Premises held by Lessee shall 00 subJect to similar adluslment to
tho then tair market valuo as rea Iv delermlOed by Lessor (without the Lease OOln9 consioered an encumorance or any deductIon for deorecaUon or obsoles·
cence. and consOering th mlses al its hlphest and Oasl use and In gooo condlllOnl or ona hundred ten percent (110

1
tj..) 01 the pnce preViously in eHecl. (iiI any

index-onented rent ace adlustment tormulas conlatned In thiS lease shall be ad lUSted 10 reaUIfB that Ine oase index be determined with relerence to the
index epplica lhe time 01 such adJustment. and (illl any "xed rental adluslmenls scheduled ounng lno remalnoer ot Ihe Lease term shall De Increased In the
same r the now rental bears 10 tho Base Renlln onccl ImmOdla1QlY p::nr to me aOlus!ment soecillod I~ lessor's NOlice,

sublessee ,of the obi193uonS ot Lessee under lhls Lease: 1111release Lessee 01 any ooltoallons nereunoer. !'10r (1111aller tnO onmarv habillr; 01 no pay'
ment 01 Base Rent and other sums due Lessor nereunoer or lor tne penormance 01 any otner oou9auons to De ocnormed b tnlS LeaSe.

(bl Lessor may accept any rent or oenormance 01 Lessee's obllpauons trom any oars I Lessee pendlO9 aporoval or olsaooroval of an
8S5t9nment. Nenher a delay in tne aooroval or olsaooroval 01 sucn asslOnment nor 1n 01 any renl 10f oenorma~c8 shall consutute a waiver or eSlOPpel
ol1.8ssor's right to exercise ns remedies lor the Delaull or breactl 0 Y aline terms. covenanlS or conc111l0ns01 this Lease.

(c) Tho consent 01 Lessor to 3n . or sublenm9 shall nOl conSlllute a consent 10 any suoSeQUenl ass1c;Jnment or subleninp by Lossee or to
any subseQuent or success _ em or SUOIonlO9 oy the asslpnee or sUOlossee. However. Lessor may consent to suoseouent sublenlOgs ana asslonmenlS
01 me s menomenls or modlhca1l0nS tnorelo Wl1no,:,1notltyino Lessee or anyone else haOle under th~ Lease or the sUbfease and wunou1 obtaining

automatic termination of this Lease. without notice. and all parties in possession under
this lease or any transfer of this lease. shall be subject to immediate eviction. '""."i1/t2-MULT:-TENANT -GROSS



one ~S8 responsib4e for Iho penormance 01 the Lessee s Obj~ations under this Lease, including any SUOI9SS0e. wlthoutlirsl exhausting Lessor'. re
8IIy other person or entity responsible theretor to Lessor. or any secunty held by Lassor.

(e) Each r&QUesl tor consant to an assignmenl 0( sublening shall be In Writing. accompanied by intormaticn rolevanc t 's determination as to the
financial and operational r.sponsibility and apprcpnar.n.ss 01 Ih. nrcooseo assign •• or sunless ••. includino but not Ii' a th. imendod us. and/or rSQUired
modification of the Premise s, if any. tog.lh.r wllh a non·,.tundaOI. ceoosit of $1,000 or ten percent 110%) ct tn hly Base R.nt lIPPiicable to the panlOn ot
the Premises which Is tho subject of the pro DOsed assrcnrneru or sublease, whichever is greater, as ro 9 consideration tor Lessor's considering and pro--
cossJng the nlQUOSlfor consent. t.esses agr •• s 10orovida Lessor WIth such other or addilional in Ion anellor cocumentattcn as may be reasonably requested
tr"( Lassor.

(I) Any assignee 01, or subiessee under, Ihis Lease shall. by rea accepung such assignment Ot' ~nrering into sucn Wbiease. be deemed. for the
benefit of Lessor. 10 have assumed and agreed 10 conform and com . each and overy term, covenant corxnncn and obligation herein 10 be observed or per.
formed by Lessee duriflg the term ot said assiqnment or su • other man such obligations as are contrary to or InCCr\S1S1ent with provisions at an ass;gnmenl
or sutlloasa to which Lessor has spoofically cens.nt· ·ng.

(g) Tha oceurrarce of a tra n descnbed in Paragraph 12.2(c) shall give Lessor th. right Ibut not th. obligation) 10 require that th. Security
Deposit be Incr9llS9d by an amo.WlI-eQiJalto six (6) times th. men monlhly Base R.nt, and Lessor may make th. actuar receipt by L.ssor of th. Security Deposjt
lnaoasa a cenditlon to LllS""r's censent to sucn 1r8llsaet,on.

~

. • as a cenditlon to giving ilS cons.nI to any assignm.nt or subl.lling, may r.ouir. that th. amount and adjustm.m schedule of Ihe renl
PH Ihl. Lease be adjusted to whal is Ih.n th. mark.t valu. andlor adjustmenl schedul. lor prop.ny similar to th. Pr.mises as then censtiMed. as~ .

pall 01 the Premise. and shall be d•• med incluOed in all subl.as.s und.r Ihis L.as. wh.th.r or nOI .xpr.ssly incorporaled th.r.in:

(a) Lessee hereby assigns and transfers 10 Lessor all 01 Lessee's interest in all rentals and income ansing from any sublease 0' a portion of (he
Promise. heretofore or h.reall.r mad. by L.ss.e. ano L.ssor may cellect such '.nt and incem. and apply sam. toward L.ssao·s ob' os under this Lease;
pnMdod. however. that until a Br.ach (as d.lined in Paragraph 13.1) shall occur in th. perlormanc. 01L.ss •• ·s oOligations und ease. L.SS99 may. except
as otherwise provided in this Lease. rec.iv •. collect and .nloy th. r.nts accruing und.r such subl.as •. L.ssor shall not .ason of the foregoing provision or
any other assignment 01such sublease to L.ssor. nor by r.ason 01 th. collection 01th. ,.nts from a subl.ss ••. De lid Iiabl. to Ih. sUblessee 10< 8IIy failur. of
Lessee to perform and cemply with any 01 L.ss •• ·s obligations 10 such subl.sse. und.r such Subl.as.. her.tr"( irr.vocably. authoriz01l and dirllC1S8IIy
such SUbl9SS99. upon receipl 01 a wrill.n notice Irom Lessor staling that a Br.ach .xists in th. perl nco 01 L.ss.e·s obligation. und.r this Lease. to pay 10
Lesaar the rents and other charges duo and 10 become due under the sublease, Sublessee s y upon any such statement Bnd request trom Lessor and shall
pay such rents and other charges to Lessor wilhoul any Obligation or nght 10 inqUIre as ether sucn Breach BJ:lsts and notwithstanding any nottee Irom or dalm
from Lessee to the cenlrary. L.ssee shall have no nght or daim agaUlsI such s s••. or. unlll th. Br.ach has be.n cured. against Lessor. lor any such renlS
and other chargas so paid by said subless •• to L.ssor.

. (b) In the ovent 01a Br.ach tr"( L.ss •• in th. perla of its obligations und.r this L.ase. L.ssor. at irs option and wllhout any obligation 10do so.
may requl,e arry sublessee to allorn to L.ssor. in which I L.ssor shall undenak. the obligations 01 the subl.ssor und.r such subl.a.e from the time of the
exon:l.e 01 said option to the .xpiration 01such s s.: provided. however. L.ssor shall nol b. liabl. lor any pr.paid r.nlS or security d.posit paid by such sub-
1_ to such sublessor or lor arry oth.r p . aulls or br.ach.s 01 such subl.ssor und.r such subl.as •.

(c) Any maner or thi uiring the consent 01 tho sublessor under a SUblease shall also require the consent 01 Lassor herein.

(d) No under a subl.ase approved by L.ssor shall tunh.r assign or subl.t all or 8IIy part of th. Pr.mises without Lessor's prior wrill.n consent

ssor shall d.llv.r a cepy 01 any notic. 01 D.lault or Br.ach by L.ssee 10 th. subl.ss ••. who shall have the right to cur. th. D.lault of L.ssae
grace period. if any. specified in such nOlic•. Th. subl.sse. shail have a. right 01 r.lmburs.m.nt and otlS.1 trom and agamst L.ssee for 8IIy such

13. Dofaull; Breach; Reiitedle •.

13.1 Oelaull; Breach. L.ssor and L.ss •• agr •• Ihat it an allorn.y is consult.d by L.ssor in cenneclion with a L.ss •• D.fault or Br.ach (as hereinaller
doIInod). $350.00 Is a reasonable minimum sum per such occurrence for legal s.rvic.s and cests in Ih. pr.paration and s.rvic. of a notice 01 Default. and that
LOSSOfmay include the cest 01such services and costs in said notice as r.nl due and payabl. 10cur. said d.fault. A "Oeleult" by L.ssee is d.fined as a failure
tr"( Lessee to obsOfY •• comply with or perlorrn any 01 Ih. t.rms. covenants, condilions or rul.s applicabl. to L.ss •• und.r this L.ase. A "Breach" tr"( LIISS99 is
doIInod as the occurrence 01any on. or more olth. 101l0wing D.faults. and, wh.r. a grac. period for cur. aller nOllce is specilied h.r.in. the lailure by Lessee to
cure IUch Defaull prior to the .xpiration olth. applicabl. grace period. and shall .nliU. L.ssor to pursue Ihe r.medl.s s.t lonh in Paragraphs 132 and/O< 13.3:

(e) Tha vacating olth. Pr.niises Wllhoulth. int.ntion to r.occupy sam., or th. abandonm.nt of tn. Pr.mises .

. (b) Except as .xpr.ssly oth.rwis. provided in this L.as •. Ih. lailur. by L.ss •• to make any paymenf of Bas. Rent. L.s ••• ·s Share 01Common Ar.a
Operating Expenses. or any oth.r mon.lary paym.nt reouired to be mad. by L.ss.e h.r.und.r as and wh.n du •. the failur. tr"( Less.e 10 provide Lassor with
reasonable ovidonco 01 insurance or sur.ty bond required und.r this L.as •. or th. tailur. 01 L.ssee to fullill any obligation und.r this L.ase which .ndangers or
ttnal8na Ufeor property, where such failur. continu.s lor a penod olthr.e (3) days lollowing wrill.n notice thereof by or on behall of L.ssor to Lessee.

(e) Except a. expres.1y oth.rwise provided in this L.as •. th. failure by L.ss •• 10provide L.ssor with r.asonabl. wrill.n .vidence (In duly executed
otlginaJ lorm. It appUcabt.) 01 (i) compliance with Applicabl. Recuir.m.nfs p.r Paragraph 6.3. (ii) th. inspection. maint.nanc. and sOtVicecenl18ClSrequired undor
Paragraph 7.1 (b), (iii) the r.scission at an unaulhorized assignm.nt or subl.lling p.r Paragraph 12.1. (iv) a Tenancy Stat.m.nl per Paragraph. 16 or 37. (v) th•
..-nation or non-subordination of this L.as. p.r Paragraph 30, (vi) th. guaranty olth. perlormanee 01 Less •• ·s obligations undar this L.ase It required under
Paragraphs 1.11 and 37. (vii) th•• xecution 01 any docum.nt requ.sled und.r Paragraph 42 (.as.m.nts). or (VIii) arry oth.r Oocum.ntalion or information which
Laaaor may r.aaonably require 01Lessee und.r the t.rms 01 this I.ase. wh.r. any such lailur. continu.s for a peflod olt.n (10) days lollowing wrin.n notice tr"( or
on bohaJfol Lassor to Lessee.

(d) A Default by L.ss •• as 10th. t.rms. cov.nants. condilions or provisions at this L.as •. or 01 the rules adoPled und.r Paragraph 40 h.reof that are
to be obsorvad. cemp/ied with or perlormed by L.sseo. Olh.r Ihan those d.scribed in Subparagraphs 13.1(a). Ib) or (c). abov •. wher. such Defaullcentinu.a for a
period of thirty (30) days atter wrinen notice thereof by or on behalf 01 Lessor 10 Lessee: provided, however, that it the nalure 0' Lessee's Default is Such thai more
than lhlrty (30) daya Bre r.asonably required lor its cur •. th.n it shall not b. d•• med 10b. a Br.ach 01 this L.as. by L.ss.e it L.ss.e cemmenco. such cure with.
In aald \hIny (30) day period and ther.afl.r dilig.ntly prosecul.S such cur. to cempl.tlon.

(.) The occurr.nce of any of Ih. following .v.nts: (i) th. making by L.ss •• 01 any g.n.ral arrangem.nt or assignm.nt for th. benefit of credlfors; (i1)
Lesoo's becoming a ·d.btor" as d.fined in 11 U.S. Cod. Section 101 or any successor stalut.th.r.to (unl.ss. in th. cas. of a petition filed against Lessee.th.
same Is dismissed within sixty (60) days): (iii) th. appolntm.nt 01 a trust •• or rec.iver to lak. POss.ssion 01 substantially all 01 Le•• ee's ,a.s.1S located al th.
Prerntaes or of Lessee's interest In Ihis Lease. where posseSSion is not rostored 10 Lessee within thirty (30) days; or (iv) tho anachment. execution or other judicial
soizu"e of substanllally .11 of Lessee's ass.ts located al the Pr.mis.s or 01 L.ss •• 's inl.r.st in this Leas •. wh.r. such s.lzur. is not discharged within thirty (30)
daya; provided. however. in th. evenf that any ptovision of Ihis Subparagraph 13.1(.) is conlrary to any applicabl. law. such provision shall be of no force or etlact.
and shaU nol atloct the validity 01 the r.maining provisions.

(f) Th. discov.ry by L.ssor that any finanCIal s!atem.nt 01 L.ss •• or ~Iany Guarantor. giv.n to Lessor by L.ss •• or any Guarantor. was mal.rially
lalaa.

(g) II the perlormence of L.ssee's obligations und.r this L.as. is guarant.ed: (i) th. d.alh 01a Guarantor. (Ii) th. t.rmination of a Guar8lltor's liability
with respect to thla Lease oth.r than in accordanc. with th. t.rms of such guaranty, (iii) a Guarantor's becoming Insoivent or Ih. subject 01a bankruptcy liling. (Iv)
a Guarantor's rotuaalto honor the guaranty, or (v) a Guarantor's breach ot its guaranty obligation on an anticipatory breach basis. and Lessee's (ailure. within sixty
(60) days following wrin.n notice tr"( or on behall of L.ssor to L.sse. 01 adY such .venl. to provide L.ssor with WIlll.n alt.mativ. assuranc.s ot security. which.
when coupled with the then .xisting r.sources of L.ss ••. equals or .xc.eds Ih. comOined linancial r.sourc.s of L.ss •• and the Guarantors that .xisted at th.
time 01 execution of this Leasa.

13.2 R_les. If L.s.eelails to perl~rm any atlirmativ. dUly or obligation 01 L.ss •• und.r this L.as •. wllhin t.n (10) days all.r wrin.n nollce to L.s.ee
(or In case at an emergency. w1thoul notice). Lessor may al its option (but wilhout obligation (0 do so), perform SUCh duty or obligalion on Lessee's behall, Indudlng
but not limited to the obtaining of reasonably required bonds. insurance policios, or governmental licenses. perml1s or approvals. The costs and expenses 01 any
such performance by Lessor shall be due and payabl. by Less •• 10L.ssor upon invoic. th.r.lor. If any check giv.n to L.ssor Oy L.ssee shall not be honored by
the bank upon which it is drawn. Lessor. al its own oplion. may require all future payments to bo made under this Lease by Lessee fa be made only by cashier's
check. In the 8'Y'8n1 of a Breach of this Lease by Lessee Ias delined in Para~i=lph 13.1" wiltl or WllhOUl tunher notice or demand. and without limiting Lessor in the
.xan:iae 01any right or r.medy whim Lessor may have Oy r.ason 01such Br.ach. L.ssor may:

(a) Terminale Lessee's riqht to DOssesslon ot lhe Premises by any lawful means, In which case thIS Lease and the lerm hereof shall terminate and
Lesaee shall immediately surrender possession of the PrAmlses 10 Lessor. In such event Lessor shall be enlilled 10 recover Irom Lossee: Ii) the wonh at the lime 01
the award 0' the unpaid rent whK:h had been OBrnoo at Ine lima 01 lormlnauon; (ii) the wonh al Iho limo 01 aware 01 Ihe amount by Which the unpaid renl which
wouk:I have been earned after termination unlll Iho time 01 award oxceeds the amounl 01 such renlal loss that the Lessee proves could have be9n reasonably
avoided; (iii) tho worth at Ihe lime 01award of th. amounl Oywnrch Ih. unpaid renl lor Ih. balanc. 01 'h. I.rm all.r Ih. lime 01award .xc.eds the amount 01 .uch
ron1lll loss that the Lessee provas ceuld be r.asonably aVOided: and (iv) any olh.r amounl nec.ssary to comp.~sal. L.ssor lor all the d.triment proximately
caused tr"( the Lossee's failur. 10perlorm its obligallons unoer this Leas. or·which in Ih. orOlnary course 01 Ihlngs WOUldb. Irk.ly 10r.sull th.r.from. incluOing but
not limited to the ce.t of reeev.nng possessll,n 01 th. Premises .• xpenses ot rel.lling. inClUding n.c.ssary r.novallon ano all.rallon 01 th. Pr.mises. r.a.onabl.
artomeys' lees. and that ponion 01any leasing commISSion palo by L.ssor In conn.etion wllh Ihis L.as. apphcaOI. to tho un.xpired t.rm ollhis Lease. The worth
at lhe time 01 award of th. amount relerre<! to in prOVISion liii) 01 Ih. immedlat.ty preCeding s.nt.nce shall be cempUled by disceunling such amount at the dis.
count rate of the Federal Reserve Bank 01 5:m FranCISCo or Iha Federal Reserve Bank District in Wlllcn Ihe Premises are 10C3led al Ihe lime 01 awar'Ci plus one
percent (1%), EHons by Lessor to ml1Jqale damages causea bv Lessee's Delau/l or Breach of lhis Lease shall nOI waIve Lessor's right to recover damages Under
. this Paragraph 13.2. II lemunauon 01 this Lease IS ootalned Ihrough Ihe provIsional remeay 01 unlaWful detainer. Lessor shall have Ihe right 10 recover in suCh pro~
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coDding the unoaio ram and carnaccs as are racovoramo tnerem. or LeSSOtmay reserve mo ncru ro recover all or an' .. can Ihereolm a seoarato suJ110rsucb v.

andlor damapes. II 8 notice ana orace oenoo reoUl~oo under Sucoarrl9raon 13.1Ibl. ICI or /01was not orevrousiv Diven. a notice to cav rem or ouu. or 10eenorm 0'
Quit, as the case may be, pivon to Lessee unoer any srauna aumonzmo tne ronouure 01 iaases lor unlrlw1ul oe'la"rnershall also consunns tne aooucamo notee tal
prBCOperiod purposes required by Sunoaracraon 13.1(m.tc: or (01. In sucn case. tne aooucaoro oraco osnoo under rne unlawiul ceiamor statue shall run concur-
rently aher the one such statutory notice. and rno rauure 01 lessee 10 cure (he Ootaun wutun Ina oroaier at toe two {2l sucn orace oenoos shall constitute both an
unlawful detarner and a Breach 01 trus i.ease enutuno t.essor 10me rorneo.cs orovioeo lot In trus Lease anc.or ov said statute:

(bl Conunua tne lease and i.essees nont 10possession In enect (In Catuorrua unaer Camorrua Ci v 11 Coco secuon 1951.4} aner t.essee's BteaCh and
recover Ihe rent as i1 becomes due. orovided Lessee has the Tlgnt to sumet or assion. subject only 10reasonable limnauons. Lessor ana lessee aoree thai thaliml'
tauens on assronmsnt and sublenln9 in tms Lease are rFlasonaole. Acts 01 malnlOnance or oreservallon. ettans to relet Ihe Premises. or tne appointment 01 a
recervor 10protect the Lessor's Interest under this lease. shall not constitute tl lermlnation 01 tno Lesses's TIght to oossesSlOn.

(c) Pursue any omer remeoy now or herealwr avallaOle 10 lessor under tne laws Ot 11~:JlclaldeCISions 01 the state wherein IhA Premises arB located,

(d) Tna exoiration or terminatIon 01 thiS Lease and/Ot tne termln3110n of Lessee s T19nt 10 oosseSSlon snail nOI reirave lessee Itom Iiabilny ~nder any
indemnity provisions 01 this Lease as to maners oecumn£] or accru'"9 cUring lne term nereof Of oy reason 01 lessee s occuoancy 01 tne Premises.

giving';' paying by Lessor 10 or lot lesseo 01any casn or olhor eanus. inou'Cemp.nl or conSloeration tor lessee's p.nlerrnC Inlo this lea ncessions
are herelnaher relened to as "Inducement Provlslon9" shall be deemeD coridilloned upon Lessee's lUll and lai' e 01 all 01 Ihe terms. covenanlS
and conditions at this Lease to be penormed or observed by lessoe dunn9 Ihe term hereal a y DO exlencJed. UpOn Ihe occurrence of a Breach (as
dGtin9d In Paragraph 13.1) of this lease by Lessee. any such Inducement ulomatlCally be oeemed deleted ttom this Lease and 01 no lunher torce
or ettect. and any rent. other charge. oonus. induce me Ion meretofore abated. given or oaid by Lessor unoer such an Inducement Provision shall be
immediately due and payable b r. ano recoverable by lessor. as addilional rent due under Ihls lease. notwllhstanding any subsequent cure 01
said Breach . acceplance by lessor 01 renl or Ine cure 01 Ihe Breach which Inillated Ine operation 01 Ihls Paragraoh 13.3 shall not be deemed a

13.4 Late Charges. lessee hereby acknowledges Inat lale payment by lessee to lessor 01 renl and olher sums due hereunder will cause lessor to Incur
costs not cont9~8ted by this Lease. the exact amount 01 which will be extremely diHicull to ascenain. Such costs induda. but are not limited to. processing and
accounting charges, and late charges which may be Imoosad ueon Lessor by Ihe term,!; at any pround lease. mongage or deed of lrust .covering the Premises~
Accordlngly, it any Inslallment 01 rent or other sum due Irom Lessee shall not oe received hy lessot or Lessor's deSignee WIthin ten' 10) days aher ~llt:h amount
shall be due, then, without any reQuiremenllor no lice to lessee. lessee shall pay 10 lessor a late charpe eouallo SIXcarcenl (6%.l 01 SUChoverdue amount. The
parties hereby agree that such late charge represp.nts a lair and reasonable es1lmale 01 the costs lessor will incur by reason 01 late payment by Lessee.
Acceptance 01 such lato charge by lessor shall in no event conStrlule a waIVer 01 Lessee's Delault or Breach ~lth resoeC1 to SUChoverdue amount, nor prevent
Lessor from exerdsing eny 01 the olher rights and rented'es granled nereunder. In the event that a lale charge IS payable hereunder. whether or nol colleCl9d. lor
three (3) a>nsecutive Inslallments of Base Rent. Inen norwllhslanding Paragraph 4.1 or any oiller proVISIon 01 this lease to the contrary. Base Rent shall. al
Lessor's option. become due and payable quanerly In advance.

13.5 B",ach by Lessor. lessor shall not be deemed In breach 01 Ihis lease unless lessor lails wilhln " reasonable time to penorm an obligation required
to be performed by lessor. For purposes 01 Ihis Paragraoh 13.5. a reasonable lime shall in no event be less Ihan lhirty (30) days aher receipl by lessor. and by
any Lender(s) whose name and address shall have bean furnished 10 lessee in wrlling lor such puroose. 01 wrrnen nohce specifyIng wherein such obllgalion 01
lessor has nol been performed: provided. however, Ihat II the nalure 01 lessor's obligallon is such Ihat more Ihan lhiny (30) days aher such no lice ere reasonably
required tor Its performance. then lessor shall not be In breach 01 thiS lease il performance is commenced within such lhirty (30) day period and thereaher dill·
gently pursued 10 completion.
14. CondemNtlon. It the Premises or any ponion thereat are laken under Iha power 01eminenl domalO or sold under Ihe threat 01 Ihe exercise at said power (all
01which are herein called ·condemnalion-). this lease shall tenmnals as 10 1he pal1 so laken as 01 Ihe date the condemnmg aUlhorlty takes tille or oossession,
whd1ever first occurs. It more tnan ten percent (10%1 at the Iloot area 01 Ihe Premises. 9F ~8rB \FlRIlll P SRI) I & 88 nRt (~~qq 81 1~8 "8~ Ofl181 1~8 eO"' ....8fl1
"888 88oill"e",., 'IF bBBB8S'9 ~nui iR~ is taken by conaemnatiof'l. Lessee may. at Lessee's OP1l0n.to be exercised in writing within ten (10) days aher Lessor shall
nave given Lessee wrtnen notice 01such taking (or in the absence of such notice. within ten (10) days aher the condemOlng authority shall have laken possession)
terminata this Lease as 01 the date Ihe condemnmg authotlty takes SUChDOssession. II lessee does nol terminate this Lease in accordance with 'he foregoing. this
Lease shall remain In full forcB and eHect as to lhe pOnlon 01 Ihe Premises remaining. excepl Ihal Ihe Base Rent shall 09 reduced in 'he same proportion as the
rontabfo floor aroa of the Premises taken bears to the tOlal rentable floor area ollha Ptemises, No reduction 01Base Rent shall occur illhe condemnation does not
apply to any portion of the Premises, Any award lot Iho laking 01 all or any part 01 the PromIses under the power 01 eminent domain or any payment made under
threat 01 the exercise of such power shall be the propeny 01 Lessor. whemer such award 5hrl!l be made as compensation for diminution of value at the leasehold or
for the Laking of the fee, or as severance damages; orovided. however. Ihal lessee shall be enlitled 10 any comoensation, seoarately awarded to Lessee lor
Lessee's relocation expenses and/or loss 01 lessee's Trade F,xlUres. . . .
to the extent ot its net severance damages received. over and above lessee's Shrlre 01 y essor in Ihe condemnation mal·
ler. repair any clamage to Ihe Preml 0" y. lessee shall be responsible lor the paymenl 01 any amount In excess of such nel

15. 810"a19' F....
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parag~ 39.1) granted under Ihls lease or any OOllon subseouenlly granted. or (b) II lessee acau;res .any "gillS to lile Pr mlses in which
Lessor has an inlerest, or (c) il Lessee remains in oossesslon 01 the Premises with the consenl 01L Ion 01 the term 01 this Lease aher having
tailed to exercise an Option. or (dl il said Brokers are the procuring caUSA. or sale enlAred into berween Ihe Panles penalning to lhe Premises
and/or any adjacent property in which Lessor h . I tJase Rent is Increased. whethp.r by a~)(eemenl or ODerallon 01 an escalation clause herein.
lhen as 10an of . or snail pay said Broker(s) a lee In aCCOtdancewilh tho schedule 01 said Broket(SI in eHect at the lime ollhe execution 01

shall ~ deemed to have assumed lesso"s oblloallon under this

. .
ker or finder other than as named in Paragraph 1.10(;11In connecllon With tne nogotlallon 01 this Lease and/or tne acuon conlemptated
hereby. and that no broker or other person, lIrm or enllty olher than said named Brok r mmlSSlon or t,inder's tee in connection ~ith said trans-

16.Tenancy end Flnanclel Stetements.
16.1 TeNlncy Statement. Each Pany las "Respondlng Perty"l shall wilhln len (10) days aller wrlllen no lice Irom Ihe other Party llhe "Reoueallng

PIIrty") execute. acknowledge and deliver to the Requesting Party a statement in wrillng In a form similar to the then most aJTTen1"Tenancy Stalement" form
published by the American Induslrial Real Estate Assoclallon. plus sucn addillonal Inlormallon. confirmauon and/or slatements as may be reasonablY requested by
lhe Requesting Party.

16.2 Financial 51.lement. II Lessor desltes to 11Oance.rellnance. or sell the Premises or the Buildina. or any P3rtlhereof, lessee 8P~ 8\1 €~8r8 le.s shall
deliver to any potential lender or purChaser desu;maled by lessor such hnanoal statements 01 lessee A iii , ch C 1;I'PP'9" as may be reasonably reQuired by
such kinder or purchaser, induding but not limited to lessee's Ilnanclal statements lor Iho past thrce (3) years. All such financial statements shall be recerv.ed by
Lessor and such lender or purchaser rn confidence and shall De used only lor tne purposes herein set ton h..

17. Lnaor·. Uablllty. The term "Lassor" as used herein Shall mean lne" ~ 8~s~~rB~~~~~I~eu~~e~elt8~e8r:~fftnlft~~fie 'Pre~~~s.ll~~:WJn~ 01 a
transler 01 lessor's ~ interest in the Promises or In Ihls lease. lessor shall deliver 10 Ihe transleree or assignee lin cash or oy credit) any unused Security
DeDoslt held by Lessor al the time 01 such Iranster or asslonmcnl. Exceol as provided in Paragraph 15.3. upon SUChtransfer or assignment and delivery 01 the
Sea.n'ity DepoSit. 85 morosoid. tho orior Lessor shall DO relieved 01 all liability with resccet to Ihe obhpauons and/or covenants under this lease tnereaher to be
performed by the Lessor. Subject to the loregolng. mo obhgauons anomr covonants In thIS Lease to oe peT10rmed by me Lessor shall be blnolng OnlY upon the
L.auot as hereinabove detinod.
18. 8eventblllty. The Invalidity ot any prOVISion01 thiS Loase. as DelCrm:n~u by a cour1 01 comPOlonl JUtisd'lCllon.shall 10 no way ar1ect lne validity at any other
provision hereof.

19. Int_t on P.al·Due Obll!lallons. Any monetary payment oue Lessor nereunder. other Ihan lale cnar!les. not receIved by lessor wllhln ten (101 davs 10110....·
ina lhe date on which It was due, shall bear InlereSI tram lOe dale OUO at Ino prime rale cnoroed bv Ihe lamest stale enanered Oank in thO state in Which the
PTenusM are klCated plus tour percent (4%) por annum: Oul nOI oxcee(ung me maximum rale allowed by law. 10 addl110n10me DOtenliat late cnarge orovided lot In
Paragraph 13.4.
20. Tlme '0' E.aMncI. Time is 01 the essence With respect to lne penormance 01 all oOhgallons 1000 oonotmed Ot oeserved by Ihe Panles under this Lease,

21. Rent DeUned. All monetary obligations at Lessee 10 Lessor under Ine lerms 01 thiS lease are oeemed to be rent.

22. No Prior or other Agreements, 9 lie 8i I 3 . ThiS lease conlalns all aoreemonls oetween the Panles wltn reSDeC110any maner mentioned herom,
and no oltler pnor or contemporaneous aoreoment or unoerslanclOo shall be effective. Lessor and lessee eacn reoresents ano warrants 16 It a B 31 813 Inat it has
made. and IS relymg solely upon. liS own -mvostloallon as 10 Ino nature. QuaIJlY.cnarl1ctor and IInanclal resoonslbllitv 01 Ine Olher Party to lhlS Lease ano as to Ihe
nature, qualitY and dlarac1er 01 the Prsrruses. b 6 e 5 3 6sc 3 B I , I Ul 8 81 8 IF 8sauel 0 8eioull 8 It 888" I t5, 6 "lSI Pl!iP'l'"
[aar 8ccl. 110111808II 8 po " I'WJ 01e I r b 6 S 81II' i a a 8 t e~. 'In addition. Guarantor shall deliver a certified statement ·of Guarantor's net worth (in terms of ~---J
exceeding a baseline amount) to Lessor and such potential lender or purchaser.
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3l'.T~;;;:;;·~tion: Merger. Unless specilically stated otnerwise in writing by Lessor. Ihe voluntary or other surrender ollhis Lease by Lessee. Ihe mutual.termlna-
lion'or canceUation hereof. or a termmauon hereof by t.ossor lor Breach by Lessee. shall autornaucanv tarrmnara any sublease or lessor estate in the:Premises:'

. provided. however. Lossor shall. in the ovent 01 any such surrender. termination or canceuaucn. have the ootion to. continue anyone or aU of any existing subte-
nancles. Lessor's failure within len (101 days following ,ny SUChevent to make a wnnen elAcllon 10 the contrary by wnnen nolice 10 Ihe holder 01 any such iesser
interest. shall constitute Lessor's election to have such event consutute the termination 01 such interest.
36. Consents.

(a) Exceot for Paragraph 33 hereol (Auction" or as otherwise orovided herein. wherever In Ihis Lease Ihe consent 01a Party is reQuired 10an aC1by or
tor the other Party, SUCh consent shall not be unreasonnoiv Withheld or delayed. Lessor's actuai reasonable COSIS and expenses (including bUI not limited to arcm-
t9C't8', attomevl', enQineers' and Olhor eoesuuams' Inns I Incurrod in Ihe cen.r-cureucn 01. or rQSDOnSe 10. a rscuest by Lessee lor any Lessor consent oenau,'na to
It'll. l.88s8 or the Premtses. induding but not nmueo to consents to an assicnrnant a subtattmo or tne oresence or use 01 a Hazardous Substance, shall be;paKi by
Lessee to Lessor uocn receiP1 of an invoice ano SUODO"mOdccurnenrancn therelor. In adetillon 10 rne oeoosn descnbed in Paragraph 12.2(e). t.esscrmav, as a
r.ondtlion 10consldenng any such reouest by Lessee. rpowe that Lessee ceoosu With Lessor an amount 0' money lin aoditron 10 the Secunty Depos'l held uncar
Paragrapn 51 reasonably calculated by Lessor to reoresenr Ine COSILessor Will incur m consrosnno ano resoonomo 10 Lessee's reouest. Any unusea oernon 01
~aJddepoSIt shalJ be retunded 10 Lessee wunoin rrueresr. t.essors consent 10 any act. assronmeor 01 IhlS Lease or sublenlng 01 the Premises by Le!\S90 shalt nol
constitute an acxnowledq'ment thai no Delaull or Broacil Ov Lessee 01 IhlS Lease eXISls. nor 15n;)11such cons en Ibe deemed a waiver 01 any then eXIsting DelauU or
Breach. except as may be otherwise sPQclhcally Slated In wrl1lng by Lessor al the lime 01 such cansenl.

{b) AU condillons 10 Lessor's consenl aUlholl(~eo Oy lhis Lease are aCkllOwleo'led bv Lessee as oelng reasonaole. The tallure to Specify herein any
parbCular conoJ1ion to Lessor's consent shall nol oreelul In lhe ImOOSltlons by Lessor al the lime 01 consent 01 such Jurther or olher conditions as are thon roason.
able with reillfence 10 'he P3nlClJ'ar maner for Which cOllsent IS bemg given.

:no Gu8t8ntor.

J7.1 Form 01 Guarantv.
Guarantor snail be in the form most rp eacn suen ,,",uaranlor Shall have Ihe same ooliqa •.".,~:ucn·TENANT-,;;055
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3/i~i~!lonel Obll\lslIons of Guarantor, It shall conSU1UIea Detaun ot tne t.essae under trus Lease il any such Guarantor tans or ra,uses"uoO[I'~eason., '
able r!CIl!!,St:!!y,J;essor to give: lal'evlOence ollhe oue execullon ot me cuaramv called lor by tnis Lease, Includlnp 1M aumomy ollhe Guaranlorila[ld.,OI(\~e;par1y:, -, , ,',
sigrnno:!l!'J~UiJ!!lnt.9r'8 behall) 10obllgale such Guaranlor on said ouarantv. ana resclunon ot us eoarc of eueetcrs authonzme me maKing Ol.sucn'\Iuar.a_n!Y.\l!1Pelh,:,~"!;~:",:':',::'
er w1lh:a',Il8!t1f!98le 01 IncUmbency shOWing Ihe sionaturss 01 tne persons aumoruec 10Sign nn us behal\. Ibl currenlllnancial stalements 01Gya@D!Pua1l1.may:\Tom;,\:,,:?,,":,
time to,ttrne,be,requesled by Lessor, (c) a Tenancy sraismem. or 1!l1 wnlten conUrmalton mat Ihe guaranty is sliliin enect. C pursuant to~sect:lon'h6!2?;':"" "/'."!"t~.;t',r.''l;,.'' ·';...n·.:--t~'»~"~ .....·:·,,.·_, .
38. Qulel.Poauaalon. UpOn paymonl by LosseA olln~ rent tor lh~ PremIses ano 1no oenormanc:e 01 all ot tns covenants. eonomonsand orov1s;ons:on'Lessee:s
part to b8 observed end pertormed undor Ihis t.sase. Lessee shall nave qUiRt possession 01 the Proml,es tor me enure term nereal suDlect 10 all 01me Piovisici"s

01 this l.8ase.'

99. ~i~;~\ '
~. j'J."" •• - • •..•\0 exte,fl!:l'.or;renew any 1gese Ihal Lessee has on omer property 01 Lessor: 10\ me nohl 01nrst retusat 10 ,e ' , , irs 0 er,toHe'ase\lhe~

Premiaes,l,ol>,Ihe;rlghl of first relusallo lease olMr croaenv 01 • oase OIMr oropeny 01 Lessor; leI the righl:to;'\IUrchase;tne'

;...

and caMOI~be:votuntarily, or involuntariiy assiQn9d or exercised oy any aerson or enti oth " " essee is In,luU'andflii:Wa'1~
~'oUhG:Premises and wi ' • , " r SU enlng, The Options, ,I 3ny, heroin granted \0 LeSS<l8are nol aSsionabl9.(e~herias': ':'",

"g;~~Z',::::;";:;;",...,.'..'"}".",,,""" ".."....","'.""",..,,,"m".. ,;'';'~:'';ii~~':;'·
Elpt-uot, ..... I' 'IAI '~I ~I I ha IIUO t Q' .') QII.'QIU. ' ";"';,;'/:;'0',' . , '"

• ;"r ".1\:'l.~·~:r.!".:·"..;:;"', ~. •
89.t ... &tlea' al ; " ... " eli 9,'181\8 .
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LESSOR'AND lESSEE HAVE CAREFUllY READ AND REVIEWED THIS LEASE AND EACH TERM AND PROVISION CONTAINED HEREIN. AND BY THE EXECt1TION OF.THIS,LEASE .
SHC7N·THEIR INFORMED AND VOLUNTARY CONSENT THERETO. THE PARTIES HEREBY AGREE THAT, AT THE TIME THIS LEASE IS EXECUTED. THE TERMS OF THIS LEASE
ARE COMMERCIALlY REASONA8LE AND EFFECTUATE THE INTENT AND PURPOSE OF LESSOR AND LESSEE WITH RESPECT TO THE PRBIISES. '

IF THIS LEASE HAS BEEN FILLED IN. IT HAS BEEN PREPARED FOR YOUR ATIORNEYS REVIEW AND APPROVAL FURTHER. EXPERTS SHOULD,BE CON·
SULTED TO EVALUATE THE CONDITION OF THE PROPERTY FOR THE POSSIBLE PRESENCE OF ASBESTOS. UNDERGROUND STORAGE,TANKS OR HAZ·
ARDOUS SUBSTANCES. NO REPRESENTATION OR RECOMMENDATION IS MADE BY THE AMERICAN INDUSTRIAL REAL ESTATE'ASSOCIAT1ON,ORIBY"
THE REAL ESTATE BROKERS OR THEIR CONTRACTORS, AGENTS OR EMPLOYEES AS TO THE LEGAL SUFFICIENCY. LEGAL EFFECT,',OR;TAX(CONSE. ' .
OUENCES OF THIS LEASE OR THE TRANSACTION TO WHICH IT RELATES: THE PARTIES SHAll RELY SOLELY UPON THE ADVICE[OF>THElRiQWN '
COUNSEL AS TO THE LEGAL AND TAX CONSEOUENCES OF THIS LEASE. IF THE SUBJECT PROPERTY IS IN A STATE OTHER TIW/ CALJfORNIA.T AN
ATIORNEY FROM THE STATE WHERE THE PROPERTY IS LOCATED SHOULD BE CONSULTED,

The panies hore1a hawex8Clll8d this Lease at the placs and on tho datos specitied abovtl thoir rospeaivo signatures.

Exaculad at; _-"S",a",n_O,.,l,.,' e.."g"'0c.>.,-,(a"""l!..!i...!.f",o""rn,,-l,.,·a'-- _

en: --"OC.....,to...,be...... r__ .L-oIl.;z9.z96"'- _

By~OR:

l1lIr. TREASURER

Ily:----------------
NlmePr1n1sd: "-- __

TdlI: _

AdlhIa:, _

T",,-(

BR.OK,ER: .

Ex8c:Ut8ciac, _

on:_".- ---, _

.~:.By:_.._---------------
NamePrlnted: _

Tdle: _

AdlhIa:, _

Tolepl1cne: (

Facsimile: (

Exealled at,_-"S ....anu....oO..,i...e ...go............CadLLJ ...ffuo ...rn.LU.ialL- _

on: -'l!c4.lotoWo!bet:Jrc......~_1L:99ClJ16'-- _

By LESSEE: , . g. .
..,JMAUWJR....INwE.....,.,CHA=RT'ER.L>dl .... E....HT£RP........I>U>R ...IS"'ES ...... , ...IwNC... ·-.... -:··-.-:-.:;!:i·

-By:~~~~~G'---·-#-r--~}k
Name Printed: _-'KEY-'=-~IQ.;....:'_"_'=_ ---:.,.-_ ir
Tl1le:, .§

,gBy: -,-_ . >0

.'s.
Name Printed: . oS "

Tl1le:,--~============================l·:· f!Ada8ss:. --:-_ 11'
>0

--------------_.~'-------1•Tolellhone: (
e,
;--------------.:;:,
'{g :1:

T:'
:1i1}
c: '. Exealledat: i!:
~

on:-----------------------:-.:11-:.:
By: ''i:;;'
Name Printed: '~

Titlo ]

e
AdelresS: nl'------------~'1il'" ' ..W •

;;;
----------------------- (£.,

'~----------------- ''''
"~
.~

~
~
'"m ...

\ 0).\- '

w~·ilI,·'~,;~j\t.. ~.. ..-_-:' .... < .'>:
...... ". .

o. ,t-··
" '

Facsimile: (

BROKER:

Teleollono: I

Facsi""to: I

NOTE: Thoselonns aro enen moo~ied to moel cnanging reqUlromonts 01law and neees 01tho induslry. Always wnlo or call to mako sure you aro uOlizing lhe mosl allforn lann: AMERICAN
INDUSTRIAl REAL ESTATE ASSOCIATION, 345 So. Figuoroa St.. M·t. Los Angolos. CA 90071. (213) 687·am.

MULTI·TENANT-Gi'lOSS
'Amencan mcusmar Real ESlate ASSOClallon 1993
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EXHIBIT A

See Sketch of Premises attached hereto.

55569.1

-. -_.--~--:- ... -~_ ... - ..',.

-: ... -- ,;:-,-, - ,



�s environmental Site Assessment Transaction Screen
ENVIRONMENTAL

PROPERTYSKETCII
',,", -., .

Mission Bay

D-Filter

-.-----L-.-...-:==::.t~~~------ _ ___....J
Hazardous Materials Storage

55-gallon Drums Containing Waste Oil Rags and Filters,
Waste Diesel Fuel, and BDgeWater

Asphalt
Parking
Lot

O I Carpentry
~ Shop

"{'ad-mounted
<, Electrical
M'etafs Transformers
Locker

r
300-gallon

Waste Diesel AST

0"-..
Clarifier

300~gallon
Waste Diesel AST

. Self-contained
Safety-Kleen

Parts Washing Unit Metal
_______ Shop----.

Paint
Shop

Asphalt
Parking
. Lol

:: i~:t,;;·$':/·;·"i:~':i-t·;"
Offjce Building

Office Building

Quivira Way
N

$
....... Unpaved Parking Lot

~ l~ol~to~sca:::il~e--------------'---------------------':'---- ------- __ ---1
~ ~u locatioos are approximate

~
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EXHIBIT B

GUARANTY

In order to induce Pacific Rim Marine enterprises (California), Inc. ("Lessor") to execute that certain
Standard Industrial/Commercial Multi-Tenant Lease-Gross dated July 21, 1996 ("Invader Lease"), by and
between Lessor and Marine Charter Enterprises, Inc. ("Lessee"), and for other consideration, the receipt and
sufficiency of which are hereby acknowledged, the undersigned parties (collectively referred to as the
"Undersigned") does hereby absolutely and unconditionally, jointly and severally, guarantee to Lessor, its
successors and assigns, the full performance and observance of all the covenants, conditions, and agreements
provided to be performed and observed by Lessee in the Invader Lease, including, without limitation, the
prompt payment of Rent and all other amounts provided in the Invader Lease to be paid by Lessee and any
other agreement between the parties now or hereafter entered into in connection with the Invader Lease or the
Premises thereunder (collectively referred to herein as "Lease").

The Undersigned hereby waives acceptance and notice of acceptance of this Guaranty, and notice of
non-payment, non-performance or non-observance, and all other notices and all proof or demands. Further, the
Undersigned expressly agrees that its obligations hereunder shall in no way be terminated, affected or impaired
by reason of the granting by Lessor of any indulgences to Lessee or by reason of the assertion against Lessee of
any of the rights or remedies reserved to Lessor pursuant to the provisions of said Lease or by the relief of
Lessee from any of Lessee's obligations under said Lease by operation of law or otherwise, including, without
limitation, the rejection of the Lease in a bankruptcy proceeding, the Undersigned hereby waiving all suretyship
defenses.' The Undersigned further covenants and agrees that this Guaranty shall remain and continue in full
force and effect as to any renewal, modification or extension of the Lease whether or not the Undersigned shall
have received any notice of or consented to such renewal, modification or extension. The Undersigned further
agrees that its liability hereunder shall be primary, and that in any right of action which shall accrue to the
Lessor under the Lease, Lessor may, at its option, proceed against the Undersigned and the Lessee, jointly or
severally, and Lessor may proceed against the Undersigned without having commenced any action against or
having obtained any judgment against the Lessee. Lessor may proceed against anyone or more of the
Undersigned without proceeding against the others, and may release any of the Undersigned or any security
deposit, security interest or letter of credit without releasing any other of the Undersigned. It is agreed that the
failure of Lessor to insist in anyone or more instances upon strict performance or observance of any of the
terms, provisions, or covenants of the Lease or this Guaranty or to exercise any right therein or herein
contained shall not be construed or deemed to be a waiver or relinquishment for the future of such term,
provision, covenant or right, but the same shall continue and remain in full force and effect. Receipt by Lessor
of Rent or other payments with knowledge of the breach of any provision of the Lease shall not be deemed a
waiver of such breach or of this Guaranty. No assignment or other transfer of the Lease, or any interest
therein, shall operate to extinguish or diminish the liability of the Undersigned hereunder. If the laws applied
by the jurisdictioti in which this Guaranty is sought to be enforced require that the Undersigned have any rights
not set forth herein in order for this Guaranty to be valid or enforceable, then such rights shall be deemed a part
hereof, but only to the extent necessary to make this Guaranty valid and enforceable.' If Lessor obtains a
judgment against the Undersigned by reason of a breach of this Guaranty, the Undersigned shall pay all
reasonable attorneys' fees and costs incurred in any collection or attempted collection of the obligations hereby
guaranteed or in enforcing this Guaranty. This Guaranty shall be binding upon and inure to the benefit of the
parties and their respective heirs, administrators, executors, successors and assigns.

The Undersigned has caused his (her) spouse to join in this Guaranty by signing below and, if no such
spouse has signed, the Undersigned hereby represents and warrants that he (she) is unmarried.

IN WITNESS WHEREOF, this Guaranty is executed retroactive as of July 21, 1996.
Guarantor: Spouse:

t9f0
55569.1
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GUARANTY

In order to induce Pacific Rim Marine enterprises (California). Inc. ("Lessor") to execute that certain
Standard Industrial/Commercial Multi-Tenant Lease-Gross dated July 21. 1996 (" Invader Lease"), by and
between Lessor and Marine Charter Enterprises. Inc. ("Lessee"), and for other consideration. the receipt and
sufficiency of which are hereby acknowledged, the undersigned parties (collectively referred to as the
"Undersigned") does hereby absolutely and unconditionally, jointly and severally, guarantee to Lessor, its
successors and assigns, the full performance and observance of all the covenants. conditions, and agreements
provided to be performed and observed, by Lessee in the Invader Lease, including, without limitation, the
prompt payment of Rent and all other amounts provided in the Invader Lease to be paid by Lessee and any
other agreement between the panies now or hereafter entered into in connection with the Invader Lease or the
Premises thereunder (collectively referred to herein as "Lease").

The Undersigned hereby waives acceptance and notice of acceptance of this Guaranty, and notice of
non-payment. non-performance or non-observance. and all other notices and all proof or demands. Further, the
Undersigned expressly agrees that its obligations hereunder shall in no way be terminated. affected or impaired
by reason of the granting by Lessor of any indulgences to Lessee or by reason of the assertion against Lessee of
any of the rights or remedies reserved to Lessor pursuant to the provisions of said Lease or by the relief of
Lessee from any of Lessee's obligations under said Lease by operation of law or otherwise, including, without
limitation. the rejection of the Lease in a bankruptcy proceeding. the Undersigned hereby waiving all suretyship
defenses. The Undersigned further covenants and agrees that this Guaranty shall remain and continue in full
force and effect as to any renewal, modification or extension of the Lease whether or not the Undersigned shall
have received any notice of or consented to such renewal, modification or extension. The Undersigned further
agrees that its liability hereunder shall be primary, and that in any right of action which shall accrue to the
Lessor under the Lease, Lessor may, at its option. proceed against the Undersigned and the Lessee, jointly or
severally, and Lessor may proceed against the Undersigned without having commenced any action against or
having obtained any judgment against the Lessee. Lessor may proceed against anyone or more of the
Undersigned without proceeding against the others, arid may release any of the Undersigned or any security
deposit. security interest or letter of credit without releasing any other of the Undersigned. It is agreed that the
failure of Lessor to insist in anyone or more instances upon strict performance or observance of any of the
terms, provisions, or covenants of the Lease or this Guaranty or to exercise any right therein or herein
contained shall not be construed or deemed to be a waiver or relinquishment for the future of such term,
provision, covenant or right, but the same shall continue and remain in full force and effect. Receipt by Lessor
of Rent or other payments with knowledge of the breach of any provision of the Lease shall not be deemed a
waiver of such breach or of this Guaranty. No assignment or other transfer of the Lease, or any interest
therein, shall, operate to extinguish or diminish the liability of the Undersigned hereunder. If the laws applied
by the jurisdiction in which this Guaranty is sought to be enforced require that the Undersigned have any rights
not set forth herein in order for this Guaranty to be valid or enforceable, then such rights shall be deemed a pan
hereof, but only to the extent necessary to make this Guaranty valid and enforceable. If Lessor obtains a
judgment against the Undersigned by reason of a breach of this Guaranty, the Undersigned shall pay all
reasonable attorneys' fees and com incurred in any collection or attempted collection of the obligations hereby
guaranteed or in enforcing this Guaranty. This Guaranty shall be binding upon and inure to the benefit of the
parties and their respective heirs, administrators, executors, successors and assigns.

The Undersigned has caused his (her) spouse to join in this Guaranty by signing below and, if no such
spouse has signed, the Undersigned hereby represents and warrants that he (she) is unmarried.

IN WITNESS WHEREOF, this Guaranty is executed retroactive as of July 21. 1996.
Guarantor: Spouse:

-----'-iff-"=--t~}'4-fr-If-/ -
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SUBLEASE

This SUBLEASE("Sublease") is made as of November 1, 1994

between Knight & Carver Yacrrtcenter r Inc. r ("Yachtcenter"), by and

through its agent Pac:i.fic Rim Marine Enterprises r Inc., ("PRME"),

and France CUP Inc. ("Subtenant"), who agree as follows:

1. FACTRECITALS.

This Sublease is made with·reference to the following
facts:

(a) Master Lease.

On or about March 5, 1979, THE:CITY OF SANDIEGOa

municipal corporation ("city;:), as Land Lor-d , and Mission Bay I1arina

Associ-a'tas I . a limi'ted partnership of vThich Coastal l·Iai:ine

Nanagement, (DBA: Mission Bay Marina Associates), is a general

partner, as tenant, signed that certain writt.en Percentage Lease

(the "Master Lease"). The Master Lease was approved by thE:: City

Council of City by resolution number 222988 dated March 5, 1979.

The ~aster Lease provideo, among other things, that Marina cculd

const.ruct upon the p::operty that "laS the su.bj ec;c' of· t.he Master

Lease; c8rtain iriiprovemcnts and then sub l..6&se space in those

improvements to subtenants. SU.1ycenant .hereby c..ckno\-Tl,edges

subt.anarrc ' S ::E::ceipt: of a true copy of ·thz Naster Lease.

Thereafter, on or about August 15, 1990, with the consent. o~ the

City, the Master Lease was assigned by Knight & Carver Yachtcenter



�'.' ~

()
• "r • • •

Inc. as successor of Mission Bay Marina, to Pacific Rim Marina
Enter~rises (California) Inc., a California corporation ("Pacific
Rim"). Under the terms of transfer agreement, Pacific Rim became
tenant of City and Yachtcenter became subtenant of Pacific Rim,
pursuant to a Standard Industrial Lease -Net, dated July 21, 1990,
LncLud.i.nqthat certain addendum thereto. (the "Prime SUblease")
This sublease shall terminate upon the first to occur of the
following:

1. The end of the term of this Sublease.
2. Upon termination for any reason of the Master Lease

between City and Pacific Rim, providing that Pacific Rim shall not
voluntarily surrender the Master Lease, at anytime during term of
Sublease.

3. Upon termination for any reason of the Prime Sublease
between Pacific Rim and Yachtcenter, providing that Yachtcenter
shall not voluntarily surrender the Prime Sublease at any time
during term of Sublease.

4. Upon any default by Subtenant remaining uncured for 30
days after written notice thereof.

5. Upon any violation of conditions or provisions as provided
in the terms of this sublease remaining uncured for 30 days after
written notice thereof.

(b) Sublease.
The subject of this Sublease is a certain space at

1500 Quivira Way designated as the "Premises", which space is
delineated on the plan attached hereto, marked Exhibit "A".

2
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(c) Intent of the Parties.

It is the intention of the parties to set forth in
this Sublease their agreement concerning Subtenant's use and

occupancy of the space delineated in Exhibit "A" and attached

hereto.

2. SUBLEASE SUBJECT TO MASTER LEASE.

A. This Sublease is subject to the provisions of the

Master Lease and Prime Sublease. Yachtcenter represents and

warrants that this Sublease does not violate any provision of the

Master Lease or Prime Sublease, and that no provisions of this

Sublease are in conflict with any provisions of the Master Lease or

Prime Sublease. If the Master Lease or Prime Sublease terminates
and this Sublease terminates as a result, the parties shall be

released from all liabilities and obligations under this Sublease.

This Sublease is subject and subordinate to the Master Lease and

the Prime Sublease.

B. Sublease shall be subject to approval by The City of

San Diego, landlord. Without such approval, the parti~s shall be

released from all liabilities and obligations under this sublease.

3. SUBLEASE OF THE PREMISES.

Yachtcenter Sublets to Subtenant and Subtenant sublets

from Yachtcenter that certain space at Mission Bay Marina, which

space consists of land and water and comprises approximately 25,000

square feet of land space within the leasehold and 20,000 square

feet of City owned land, and approximately 300 linear feet of dock

space, which space is delineated on the plan attached hereto as

3
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Exhibit "A",.

,
The space shall hereinafter be called the

"Premises".

It is understood that Premises shall be used for the sole

purpose of an America's Cup Sailing Challenge and subtenant' s
operations will in no way conflict, interfere or compe t.e with

operations by Yachtcenter or Pacific Rim.

4. PREPARATION AND ACCEPTANCE OF THE PREMISES.

Subtenant shall have access to the Premises and may

commence Subtenant's improvement and fixturing process on November
1. 1994. Subtenant or their agent shall indemnify and hold

harmless Yachtcenter, City, Pacific Rim and their principals from
any and all claims, demands or liability, arising out of, or in any

way connected with Subtenant's improvement and fixturing process.

Subtenant's taking possession of the Premises on the commencement

date of the term of this Sublease shall constitute Subtenant' s

acknowledgement that the premises are in good condition, unless the

Subtenant shall have presented to Yachtcenter in writing prior to

taking possession of the Premises a list of defects which such

defects Yachtcenter shall make good as soon as reasonably practical

thereafter. Immediately after the commencement date of the term of

this Sublease, Subtenant may, at Subtenant's sole cost and expense,

move into the Premises all the furnishings and other items required

by Subtenant to conduct Subtenant's business.

4
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5. TERM: COMMENCEMENT DATE.

(a) Term.
The term of this Sublease shall be for the period of

November I, 1994 through May 31, 1995 on the Knight & Carver
leasehold, and November 21, 1994 through May 31, 1995 on the City
land. Subtenant's rent and other obligations are due and payable
for the entire period, whether the Premises are occupied or not.

6. RENT.
(a) Lease Amount

Total value of lease as contracted is $US 350,000.
(A breakdown for percent rent purposes).

(b) Payment Agreement
Subtenant shall pay to Yachtcenter the agreed upon

monthly rent of $50,000.00. Rent shall be due and payable on the
first day of each month. Occupancy beyond Term shall be paid on a
per diem basis. The per diem basis will be derived from the
monthly rent of $50,000.00.

(c) Prior to the execution of the Sublease, the
Subtenant has paid a $50,000 security deposit plus the first
month's rent and Yachtcenter acknowledges receipt of such payment.
This deposit and first months rent are fully refundable in the
event that the approval of the City of San Diego as required by
clause 2B is not secured within 60 days of the date of this
Agreement. The deposit and first months rent are not refundable if
the Subtenant defaults on its obligations under this agreement and

5
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Yachtcenter notifying the Subtenant of the default in writing. The
security deposit will be sUbject to .refund within 30 days upon
inspection and approval, by Yachtcenter, of premises after
Subtenant is completely moved out.

7. IMPROVEMENTS.
(a) Subtenant shall construct on the Premises no

improvements or signage without the prior written consent of
Yachtcenter and the City of San Diego provided that Yachtcenter
shall obtain the consent of City and any required consent of
Pacific Rim to any such improvements·or signage contemplated by or
constructed pursuant to a construction agreement reasonably
acceptable to all parties.

(b) Subtenant shall be responsible for relocating and/or
reconstructing Marina lockers to a new location.

8. REPAIRS AND MAINTENANCE.
(a)' Yachtcenter's Responsibility.

Yachtcenter shall not be required to maintain or
make any repairs or replacements of any nature or description
whatsoever to the Premises. Subtenant hereby expressly waives the
right to make repairs at the expense of Yachtcenter as provided for
in any statute or law in effect at the time of the execution of
this Sublease, or in any other statute or law which may hereafter
be enacted.

(b) Subtenant's Duty to Maintain the Premises.
Subtenant shall at Subtenant's sole cost and

expense, maintain the Premises in good condition and repair and in

6
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accordance with all applicable laws. Upon vacating the Premises,

Subtenant shall remove all of Subtenants personal property not

permanently affixed to the premises and at their cost, restore any

damage to the premises caused by such removal and redeliver the

space in a "broom clean" condition that is reasonably acceptable by
Yachtcenter.

9. USE OF THE PREMISES.

Subtenant 'shall operate an America's Cup sailing

Challenge within the Premises in such a manner to conform to and
comply with each, every, and all of the ordinances or cegulations

of the City, the County of San Diego, the State of California, and

the united States of America that are now in force or which may

hereinafter be enacted with reference to the use or contemplated

use of the Premises. Subtenant's use of the Premises shall at all

times be consistent with the uses permitted under the Master Lease

and Prime Sublease. The intended use of the Premises is compatible
with the stated restrictions so far as Yachtcenter is currently

aware·. Subtenant acknowledges and agrees that the premises are

located on tidelands in dedicated Mission Bay Park, a public park,

and that all use of the premises shall be in compliance with the

legal restrictions applicable to tidelands and pubJic parks .

.Subtenant, shall not compete directly with Yachtcenter in the normal

repair, maintenance, and commissioning of boats.

10. UTILITIES.

charges

Subtenant shall pay,

for electricity which

before delinquency, any and all

are separately metered to the

7
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Premises. Subtenant shall reimburse Yachtcenter it's share of
charges for any utilities which are not separately billed or
metered to the Premises, but which are billed or metered for the
entire area, including, but not limited to, water, gas and heat.
Yachtcenter shall pay such utilities prior to delinquency.

11. TAXES AND ASSESSMENTS.
(a) Personal Property Tax.

If applicable, Subtenant shall pay, prior to
delinquency, all taxes, assessments, license fees, and other
charges that are levied and assessed against Subtenant's personal
property located in, on, or about the Premises, which taxes become
payable during the term of this Sublease. Upon written demand by
Yachtcenter, Subtenant shall furnish Yachtcenter and City with
satisfactory evidence of such payments. If any, taxes on
Subtenant's personal property are levied against Yachtcenter or
Yachtcenter's property and the assessed value of the Building is
increased by the inclusion of a value placed upon Subtenant's
personal property, and if Yachtcenter pays the taxes or the
increased assessment, Subtenant, on demand, shall lmmediately
reimburse Yachtcenter for the sum of such taxes and increased
assessments levied against Yachtcenter. Yachtcenter shall have the
right to pay such taxes regardless of the validity of the levy.
Notwithstanding the foregoing, however, it is understood and agreed
that for all purposes of this Section 11 (a) that "Subtenants
personal property" shall in no case include any property, work or
improvements constructed or installed pursuant to this Agreement,

8
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except as taxed during the use by Subtenant.

12. INDEMNITYANDINSURANCE.

(a) Indemnity.

Subtenant shall assume the defense of, indemnify and

save harmless Yachtcenter, city and Pacific Rim, from all claims,

demands, expenses, and liability of. every nature, directly or

indirectly arising from or alleged to have arisen from the

operations conducted on the Premises or from any act or omission of

Subtenant, his agents and invitees.

(b) General Public Liability Insurance.

Subtenant shall be insured by an insurance carrier

acceptable to Yachtcenter and City, against loss f'rom public

liability arising from the use or condition of or operations

conducted on the Premises, along with products liability and

completed operations insurance. Minimumcoverage shall be One

Million Dollars ($1,000,000.00). A copy of the policy of insurance

shall be filed with Yachtcenter and City and shall name

Yachtcenter, City and Pacific Rim as additional insured. Said

policy shall specify that the policy may not be terminated,

canceled or substantially altered or altered in a form which would

negatively effect Yachtcenter, City and Pacific Rim without prior

wri tten notice to Yachtcenter,. City, and Pacif ic Rim by the

insurance company.. The policy or policies shall be issued by an

insurance companyor companies licensed to do business in the State

of California. Prior to the commencementdate of this Sublease,

Subtenant shall deliver to Yachtcenter a certificate or

9
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certificates of insurance evidencing t.he existence of such policy
or policies of insurance. Yachtcenter hereby represents that it is
insured by St. Paul Insurance Co. for gener&l li&bility coverage
arising f:rom 'the use or condition of the pre:Ql:i.l;iesas attached
herein as Exibit-B, and that such policy ahall remain in full force
and effect during the term of this Contract.

(c) Fire and Extended Coverage Insurance.
Subtenant shall, at its

during the term of this SUblease, pay for
sale coat and expense,

iand maintain a policy or
policies of fire, extended coverage, and vandalism insurance on the

, i

!Premises. Such policy or policies shall be issued by ar insurance.company or companies licensed to do business in the State of
i,

California.
(d) Other Insurance.

Subtenant shall,
during the term of this Sublease,
necessary policy or policies of
limited to Worker's Compensation, covering and Insqr~n9 against

,

i,
at 1ts sale cost alld expense,

I

pay for and maintairi any other
insurance, including, but not

. i,

risks which reasonably may be anticipated in a business;such aa the
one in which Subtenant is engaged.

13. NO ASSIGNMENT OR SUBLETTING,
I

Subtenant shall not assign this Sublease or! sublet the
;

Premises or any part thereof without the prior written7consent of
Yachtcenter, City and Pacific Rim, An assignment by operation of
law shall automatically terminate this Sublease.

10
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14 • ENVIRONMENTAL STANDARDS.

Subtenant shall be responsible for and comply with all
environmental rules and regulations as set forth· by local, State
and F~qeral agencies and organizations applicaple to subtenant's
use of the Premises. Subtenant shall indemnify Knight & Carver
Yachtcenter Inc. and Pacific Rim Marine Enterprises (California)
Inc. a~ainst any and all violations in regards to same, or costs
incurred by reason of violations due to Subtenants use, or as a
result of, Subtenant~ use of property.

15. PARKING.

(a) Subtenant, all of SUbtenant's emp~oyees and
•

SUbtenants guests shall park on the Subtenant's leased area, dirt
park!ng lot south of the Yachtoenter, or on the street outside the
leased area ,

16'. BIGHT TO INSPECT FACILITY.

Yachtcenter reserves the right to inspect; facility,
throughout the te~ of this sublease, with 24 hour notipe given to
subtenant. In case of emerg~ncy, Yachtcenter reserves the right to
enter.p~operty immediately.

17. EFFECTIVENESS OF PROVISIONS OF MASTER LEASE AND PRIME

SUBLEAS~.

Subtenant shall conduct itself at all times so as not to
violate'any of the terms or provisions of the Master Lease or Prime. .
Sublease as applioable to the use of the premises and.such terms

. , i .and prOVisions shall control as to Subtenant's use,and shall remain
in full force'and effect for the entire term of this Sublease.

11
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18. OVIET ENJOYMENT.

Notwithstanplng any other provisio~s hereof, Yachtcenter
covenants that Su~ten~nt's use and enjoyment will not be di&tu~bed
during the term of this sublease.

19 . AMENDMENT.
This Sublease maybe amended only by a writing signed by

both parties.
20. NOTICES.

Any notice from one party to another shall be delivered
either personally or via United States mail, postage Iul).yprepaid,

!
address~d to the parties as follows:

To PR)SE: Mr. Roy Takei
cIa Mission Bay Marina
1500 Quivira Way
San Diego, CA 92109
Knight & Carver Yachtcenter, Inc.
Meri P. Knight
1500 Ouivira Way
San Diego, CA 92109

To Yachtcenter:

To SUbtenant: France CUp, Inc.
Francois Chateau
Sutherland Asbill « Brennan
1270 ~ve of the Amerioa's
New York, NY 10020i

J

I,
Any notice Shall. be deemed delivered at the time of personal

iservicejor forty-eight (48) hours after the time of
deposit I in the United State~ mail, as the case may be. In the
event t,at either party changes its address, the change of address
shall bi communicated to the other party in the manner set forth in
this n~ered·pa~agraph.. I

12
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SbQQ1d it become necessary for Yachtcenter and City to
'c»mmet\cel~"l proee.<U.n~. to QOl1.clt. rent, 'to' reoover possess1on'. ,

~r e1itorce any other problem of this SuJ:>lease:, SU1:>tenailt, s~l1 paY'

all 14llid COS:tB in connection therewith, including' a naasoniable ~,. . . .
, .

22. WDJlJU',NiP gP~ONS.

'l'he headinl}s and caption. at the bS91nninq Qr ,vuJ.o~
paragrap~s and subpuagraphS 0: 'th~8 'SU~l~ss shall' 'J:lot b8' '

, ,

C:OMtt1J,4 'to be a .substantive part of We Sul>lease ,an4" sl'iali not

I '

'in any vay define, limit, exPand, or aff~o~ any provls~on of ,thlti"
j

" Suble.se,
23. eoyNTBR,PAaTS.

Ulis SUbleBss may be signed in as' many 'as, thi'ee. . '. .'

coun~rp4rtS, each ot Whichsllal.1 'constit,ute ~n od91na1,,'b:ut 'all:,. ~. .
ot, wh1Q~ talj"ether shall be ons (1) and ~e ~al1l8':dOClUllQftt.'. .

'lQUGBT "J COOlVBR YACJr1'CBNTBR, INC.
bY ',P~cfFIC PH KARINE!lffERPlltSIS (CALIFORNIA), rsc.
i~.ll~~t,: I~ ,
8" . /~ ~ -r~...._ ' ~J

" RoY-A. ~aker'~~ident I,C.B.OPaoifio Rim ~rine Enterprises,Lnc.

. ~'l

,SUBTENANT •

I'lWiCB ,CUP', INC.
, ' ..1 \..-

By:' Sf: V\. \ '
Jl:ranco!a ~Clteau, ,secretuy
I'ranc Cup, :Inc.

.,

. . '.

'. ".
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e NON-DU~~ AQIUmMBt
· ~.

THIS AGREBMBNT. made as of the' ~ day .of,. , 19 94,· .
by 'arid 'among the Ci ty of. San Diego,: I"~.NDLQR[).I/). K,riight & Carver :
Yacht.~nter, INC., a California t;o~oratiou, havi;ag anoff:i.cfil·' at;

: . . . . fnYAtHX~ilNTIR.") .
repre6~~ed by itp agent PacificRi~ ~ntu~~Qes, ·Inc. (.~"), .
aDd D'ranc:e ~p,Inc. i a. Dl!!laware corporatJ.on ,hav~ng an' offJ:ce .......--..'. ' , , .'("SUBTENiNTlr) • .' . , . :

" . ",

, WHEREAS, LANDLORD and Miss"ion:Bay M~rit'..a; AsSGiciate.s ..
(ilMIS~:I(»r BAlli), a L~:IIu.tec1.Pl:u:tJ?,erShip .Of which C~~taJ. .Mari~e,:: .'
Manag~t is a General P_rtner, ,entel=ed' into a~e~c~ta9'~' ,Lease
.Agreet!le.n~ dated March. 5, 1979 (the "mscer Lease"):, whereby .
LANDLORD leased ~O Mission ,Bay certain premises locat~4 ~t ~500
~1v1ra Way, S~.Diego~, Cal~fornia, tog~~er with cert~in water'
areas adjacent thereto lthe "Premiaes"}; . , ,',

. .
WHiR5AS, on or about;: [August: .15, H90]., ,,1oth,.the .'

co~ent 9f ,the LANDLORD, YACh"'!C!Nr~ as 'succeuo'r' of' MISSION ·'BAY
'ass~gned all of its rights, title.and inte=ests in and,to th~ "Master.Lease to PRME: .

. " . . 'WREQAS on:' tJUly: ~l, 1.9~ol., 'P~IB a~ liIn~iord. ,.apc;1', ' ,
, ''YACK'l'CQITER as tenant, ent.ered into a Standard IndUlltrial' SUblease

, (the IlPrime ·Sublease~') whereby YACRT~ beoam,e 'tenant ,of ,PRMi ';
,~~ubtenant of LANDIDRDI ' . '.: '. ':' .

· . -~t ~~~SUb~::t:i~~ ~~SUb~"t~:~.ct•
· " ..I~V-.l" ,'. ' 1994, whs'reby .YAcnTCBNTBRh~s ,sublec1:s~d..~y" and t~ough
. : ~ .J.~s:i1rgel;J,t,P.RME, to $08TBNAl't"I' a port).Qn of the· Preml.aes ,

. (.11 Suble,as eel Premi s~s tl) ; .' '
"

, WHBRBASin ·consideration for the. Sliblea5e Agreement
sua'i1ctiurr has requested YACHTCBNTn' to obtain' this; Non~ .. ,
,D,il!i:.l,1rbimce Agreement from LANDLORDand to del.ive~: :Nch Agr~emelit .-

," ' to StJBTBNAm'~ " , , :," " ,
" • I :.

N~W,,'l'HBRaFOR~, . che' parties de· cov:eriant ~ ~~~. as.. .
"~oll.OWi';

1., LAND~Rb' hereby ccns.e=ts. to 1:heex.etuti~n 'and4eliverr of ~he SUblease Asreement;,
. '. 2" LAXD~1U) IO:O',ren9-'lts ariCS a.~ees· .that , :GO long ali .

"'SUB~A1fX' is in, ·t;:ompl.iance wteh all ot ;ll~s oblig~t:lQpI;J :tiPder' .tlle
.Sublea'se",Asreament, SOBTiimW'I" s1:l.aUnot. .l:le,jg~ne~ as, a ~t~ .:.
. . '

.'.~.I

.. '.. ' ..

.. : . . :
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t

,".defendant in anye.iction or repossession aeon or proceedings
which may be instituted or taken by LANDLORD, nor shall the
SUBTEN~~ be evicted from the Subleased Premises, or any of the
SUBTENANT's rights under the Sublease Agreemenc be affected in
any way, by reason of any default under the Master Lease except
as hereinafter provided,

)y
tp

3. If the ~rime Sublease shall terminate before the
expiration of the term of the Sublease Agreement, the Sublease
Agreement shall continue as a lease between PRME and SUBTENANT
with the same force and effect as if PRMS and SUBTENANT had
entered into a laase as of the date of tennination of the Prime
Lease, containing the same terms, covenants and conditions as
those contained in the S'~lease Agreement, including any rights
of renevtal thereof, for a term equal to the unexpired term of the
Sublease Agreement.

4. If the Master Lease shall terminate before the
expiration of the term of che Sublease Agreement. the Sublease
Agree~ent shall continue as a lease between LANDLORD and
SUBTENANT with the same force and effect as if LANDLORD and
S~TENANT had entered into a lease as of the date of termination
of the Master Lease, containing the same terms, covenants and
conditions as those contained in the Sublease Agreement for a
term equal to the unexpired term of the Suble~se Agreement.

-

~E
')
a
d
d
ar
t

I J

5. In the event any action is instituted by the
LANDLORD to evict YACHTCENTER or repossess the Subleased
Premises, SUBTBNANT, after written notice ~o such effect from
LANDLORD, shall from all and after such date promptly pay to
LANDLORD all rent due and to become due under the Sublease
Agreement.

~~
te
te 6. It is a condition of this Agreement that SUBTENANT

shall not at any time make any payment of advance rent or prepay
rent to YACHTCBNTER, other than to the extent specifically
required by the Sublease Agreement, prior to the time whe~ rent

,payments are due without the prior written consent of LANDLORD,
it being understood that the rent is payable on the first day of
each month.

L$
S,
eJ
tc
is

7. If ~~LORD shall have terminated the Master
Lease, SUBTENANT shall attorn to LANDLORD and recognize it as the
landlord under the Sublease Agreement and promptly ~xecute and
deliver an attornment agreement upon request of LANDLORD and
landlord shall recognize SUBTENANT as tenant of the Subleased
Premises, pursuant to the SUblease Agreement.BF

ID
ib

8. The covenants and agreements herein contained
shall be deemed to be covenants running with the land and shall
inure to the benefit of and be binding upon the successors in
interest of the parties here~o.

-2-
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IN WI.AtSlii~OF, 'the pil~dQO h~to ~ve :executed :..
.~hi!i',~eam.ent a,s of the :date :fi.rsC wr~tten abo~; ", '.' ,

CITY OF $N'DIEGO

By:
NalII9: '
TiClel

.. ,'

. ,', "

/J!<ltf../Ro JAKe J; ":'Pfil.S/0: ua:
Name: "',:',' .« .
Titlel' " . " . '

PRANCB C01', INC. :. "
v '

'.' ,

',DRAFT,'
; ,

, ' ,

" '

.]..

TOTAL' P',IiJ5 "
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.ONSENT TO SUBLEASEAGREEMENTe -:r, L-e:-',
The City of San Diego (CITY), as LESSORunder that certain Lease Agreement (Master Lease)

• entered into with

Pacific Rim Marine Enterprises

(LESSEE)and filed in the Office of the City Clerk as Document 766042, hereby consents to that
certain Sublease Agreement between the Knight & Carver Yachtcenter (SUBLESSOR) on behalf of
the above LESSEEand '

Australian Challenge for the America's Cup

(SUBLESSEE)dated April 27, 1994; Said Sublease shall be subordinate to the Master Lease in all
respects. The CITY is merely approving the SUBLESSEEand 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.

All parties agree that the rent percentages to the CITY for this sublease are as follows:

Australia Challenge for the America's Cup
$13,750 per month

City's Participation
$12,550 @ 8%
$1,200 @ 22.5%

In the event sublessor receives additional revenue not defined above, City shall be entitled to the
appropriate percentage rates.

In addition, within thirty (30) days following the termination of the sublease, the property shall be
completely restored to its original condition unless otherwise approved in writing by the City of
San Diego.

THE CITY OF SAN DIEGO

Dated' Ctl- (It -et't By _::;/3.~~,-,-----L====- _
Supe sing Property Agent
for t e City Manager

APPROVED AS TO FORM:

JOHN W. WITT, City Attorney

By _~(ili----=~~AI.LJJJv..:::.:..-_=-",=r-,L../__
Deputy~

Dated /01/ 11q1 ::CIF~1i:::Q
KNIGHT & CARVER YACHTCEN. R

CEBK/dcj-c
9/14194
1:\WPo\KODAMA\Sl·PR.WPO
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Thia SC'Bt!AU (IISuhlug&~) ia 1i1at!a es Of ~i1. 22, 1994

bet-ween li2.:!. @$ , Cary<rr lir!btt;;.~t¢, !tQJ' ("Y~ch~tar") I l:ly &:14

through i~ agent P;cit1c Ri~~~1D~tAx~r~~~, (~PRHE.)t
and AYurs.Han Chi~l:;',,~ t.QL t·~ M'j!?:i<;j~Jo C'~p (I'IS~t;anan~lt) I who

agree ~$ tOllows:
1 " FACT UC;;J;'raw ..

IThis ~l."e i~ 'tIla4e wi. 'th t'eftU'~lce to the toll<)wing-
t4cUl ;

On 01" U<)u;: H.%'~ 5, 1919 i ~ CITY OF SAN OIEGO •
,

%rl• .mj,c11i~1 eerporat.ion (nCityR) 1 ~jj land.lol"<l, ~~! MiasiQJ\ :ailYMar!n.

As:100i t.t:.es, ~ H1211Ud pill:tt.l\~rship ot whlc:::h Cout.al Mat'in6

)!ana9.»fl~, (OB.\~ K18s1on ~ay' :MaTina M.ociaus) I b a q~n(u·al,

partner, as -eenant, si'ttl.d tl'1a:tc:ertain ~t. ttc:r~ PercenU,9. tea~a

(the "MaIS'tn Leas. It ) " 'the lA'.Ut,lsi' !AalJel I;J~$ &pproved .by the City

Ccun~11 of city by r~solutionp~~ ~~4988 4a~ad Ma~oh 5, 1979.
. .

The Mast6r ~a •• provi4Ad, ~qnq other tbihqs, that Marina eculd
COl'llSt:l:'1.\Ct upo-n th. propQr"ty el1a.t W1as t.b." .@:I.ct ot ~o KaBtal'

Le~U.61 ¢el'~ain 11tprcV$IMl1\U>a:l'!.1 t.h~ lI\ll:ll~a.fie sPQ,ce in 1;hQl}e

1mprov~m~nt5 to aubtenanta. \

I~h.,.••t""t .
.1-:F'R-29-94 FF'I 14 : :3 4 G3 P.0:':



-._ ~Il:, '-Li-j

P.3/16

j
City, thAI Xuter r...~•• irIIs 4lBsired by Knight ~ Carv~r llilchtcent..e.l'

lnc. &$ .~~¢.$sorOf X1~.ion~~y ~rin., tG Pacific ~. xarina
z:nt;·ZOilr~~ (CaJ,.1tonl.~i1) Inc., ;a C~~.1fC)rM.~ ~CI~rat;1on (lI.i'acU'j,g

I

;Uta") • Ul\4.:- 1:h. ~r:u ot: ~an..=o:' agr•• :nent. ;acit1c JU. beCUlQ
I .

t..:I4n't- or City and Yaoat:¢Gnta~ bO<:1illla,1Jl:ate:fJQnt ot PAcitiQ R1ll1.,
;

~su&nt to a Stan~~d ~d~tr!~l Le~3e-N$t, dated Jul~ .~, liso,
Iincludinq th4t certain a4dend~' tba~~to. (tha "~i~.Subl •••• w)
r

This .~l"£. aball t41n.1f.1llt.1 1.:1)onthe t~:rlt to occur ot ~,
Irollewing:

1.

2.
,

be~w ••n Ci't-y and Pac1fie ~m, PfoVid1n9~t ~aQ1tio ~i~ .~ll not
voltmtuiJ.y SUJ:'t'Qn dIu' tlUI)!U'e4r: ~a.e., ..t lUtYl:~ 4u:r1nCl term of,

iSUbleilSe. i
!
I

3. ttpon terminat.ion tor.: any reuon ot the pr11fllllil\t1)lease
botweet1 flae1tic lili:m Md Y~cht.qenur I ;':tovidin~ tb.At Yachtc.nux-

i
aho.ll not voluntarily su:rU1'l4~%'U>..$ .?}.'i1ll8 liI~J.aa$e at Ilny tillW

duril\q te~ of S\2l)leasc.
I

~. IJpon any dataloll"; b'J ~Ubt.&n<Ult ~.h1n;1.nq U1'lcU1'ed~cr ~O

days ..i-:&r v:-i tt.a.ll t1Qtioo t.he:r~t O~ upon limy v.1Dlat;ion ot
!cond1tio~~ or ~rovi8iofi~ ~. ~roV1d.d ~~ ~a termG or thi•• ~lea4e.
I,

(.oj S@leAl~1 i
Th6 flubj6et. <:it t.hb $\1l;1.u.M& ia Ii certail"l ~pae$ a~

1500 Quivira W&y d..sigr'l.~ !J.~ tho "hii».Usesll, whi~h .p6ca ia

4ellneatet:l or. th. pla.n att.t.~h~~ hereto I 1lll.a;:.:koelI:xhib! t. 111\.I. and

incorpera'.d herein b~ <:hb ".~ ••• no~. /

I ~ ~ ,: 2

APR-29-94 FRI 14 : 35 G3 P.03
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•
;

(0) Iht.nt 9f ;b' 2jrti•••
It is th..ainUn'ior. of the part:Laa to •• t fcrt.h in

Ithis S~~lo~$ thoir ~~r••~n~ IQnc.~ninq Suht~l~nt'.~&4 and
CClOUpanQY of. the a1=lo.C:$ d.l1n'~tGd· in ax~1~1t, "All: ~~ GtuQhad.

hereto.
:z • ~PlU»E .5.1J~~ ;!AiTi& t'i/lSE.

!
A. ~a S~1.4sa i~ &Wbject to tho prQvisiond of th.

!
Masts;- !AdUlt end. Prima Su.ble~.lifI. ir&Qh~.1'lt.S1: J:.pre.on~ ~4

WZU:1l'a:l'It." tMt this Su.bleue don not vlo1au &fly prov .tsion of 'th.,

Muter Lea~u~(f~ l'rbe $1J.})lea£+t ial'ld that no 1)J:'ovhioM at thia
I
l

Subl.ue aro 1n ccntlict 'fIi tli arty prQvislo~@ of i:h.Maa'ter Le~. 01::',

:p;du $Qbl.ase. !f the HUt4U" 't.6las6 or Prime Su))lea$o ~.:nAifl&t••,
!

:
ur.~Qb11~~ti~t~~l,~sr tbja S~1 ••~~,
sbOrdinatFJ t.o eht~ MA.U~ t4ue and
i

'1'h1a S\+l)laua ia .~j.c:~ t\nd

the Prima S~l~~;~,
8. S~lQas~ 2hall b$:$~bj$~t ~o ~~p~Qv~lby rh. City of

· .
San !Heqo, landlord. WiUQU'!;~W;:h. li;prQval, th,g partiea shdl bo

iralo&aed frQ~ all liabili~i.a ~ o~liqation9 unde~ ~i •• aDl.as&.
3. $UiWU ox W~.l'<.iM~§gS L

Yacl'1t(}efit.&rSubht$ to SUbtanM~ and Su.btena...,t. sUblaU
;

!rom Yachtcenter that cert4i~ _pace It K1••io~ aay y.a~ina, wht~h·I
9P~oa ~ond.u ¢f and and '«Iilte~ ana ccm:z>rHle~ O-P;iiJrOXilllat.61y U' 2QQ

square f~Gt or land $p-a~, an~ .i!:,p:CO:.d.llliately '-QA Un6U' t••~ 01
d¢Clc eP4.ee J './lIic:.h. apaea ia \Zuli.tI~.~d ¢~ i21epliiLn &\'tt ..cbod hereto

u lCXhi:b1e lIAIi, ·a~ef iIIhall h$rfllinat't:..er

l
I 3
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'~

"hellli.ea".

tt is ~4et's~ot1 that :lrQbe4S shall i:.e, used. to~ the sole
'I ,

I

P\1t'PQlSe ct an A4e:t'ic.~. cup f4il.i:rl9' Ch_l1'>f\9~ A;"ld a\.tl;)tC;A4n.e/•

CPe:ou;1clt/.s will in no way CQ~tUcof;, :i.n'U1i"tal"e o~ ~2Il~e~e w1t:h
operations

4.
by YOt:~~t.ee.."tol"or· Pt1tic 1'Ull1.

PREPlla1IQN Nm. A~m~C2 O~RMSJjS «

I,
S\J.bten.tnt Shall ~v~ aC¢ii$$ 1;.0 tl:;4l Prc<ll1.clI and llIay

~oa=.n~ SW:l~ant./5 i1Dprl)V~il1&.'t and t~tUriJ)<1 proCeaa ora QetQt> In:
1

,1. au· SWltcllant ahall .l.nde~1t:f ~d hol(2 Ql'nleGi" YachtcentAr,

Ci~t,~oci~i¢ Ri~ and tb.ir principal$ tro~ ,~y ~~ ~11 olaims.
\1eqnds or lio.bHi ty« $t"i.in~ O~-ltot I or 1.h an}, ll~y oonnec:t6Gl with

r

Subt6n~t/4 im~~~v.~tandfi~~i~9 pr~~$ea, S~tenant/. ~nq:
pOSse$41o~ot ~. ~re=1e~.on'~Q oo~en¢~nt d&~ ot th. terM Q~

,

tnt. su}>l41uG lilhal1 con$titiJ.tc S~~~l'I<llJ'lt>$ lof,:k,n"wled.g'a:Ilent;tMt th.

~:rG:mi4a$ arlit In iJoo4 O¢~cHt!Oi"l:l tt.'11Q.ca th1l$ s'\.w~onant: .hall. 1'11.,,_.
pr .... l'ltad to YachtcentJar in <n-1ltinq pr101" to t~lkj,n9' il<>ps.U1QZ\ ot

~
I

t1"..- P'l'.:mh~~a lbt:' of d~r~~tJl wtlir.h Rtmh dft'/'Ar.t:1 \'IClltft::tmUr shall,
I

Maka Suod a~ SOon al! 1"~~so!1.l1bl¥:pract.ical 'th6:;$a!t:~. !llUllediataly

ateor the c¢Dl:IIl.enc~~t: Qatci of tr"'i,Q ~.a1"!l: of this ~1\U)l.ue, BUlluananc
I

~ay,at SUb~~nant'8 sole CO&~&~de~~e. mov~ into the Pr.~i•••
,

APF.:-2';l-?4 FRI 14 : 37 G3 P.05
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P (;.cY1S... 1 ~
APR 2£ •9... aa: I 7Rrl
I

( ll)
; Q~'

'!'he ~$.t'lll Qt t:h1•. ~l.\b16aliQshall ~6 te~ 'tM ;>er1Q4 ot 0-,,'\
; /~

Oc:tok)er 1, H94 through lUy 31,' l~S:L Su.l:.rt.l\bJ'l~1 a rene and ot,h&r

c.l:>U<J4tions lu:e dw: tl)1.4poya»16 ~:tor til'S O:'l~!)'{8l~l:'iod, wh.th.l' the

Prami... ara oocupied or not. I
!
!
j

I~o~l va~ue ot 14Aa~~~ contractad is,

(a) teeu AJ!'9unt
6. BENT·

(A J;Jre~down tor pe.roe.n~ rent 9~Cito)e).

(~) I&yaent; A!Uqel!llit~~

Cl1~~.!ll1r¥ ~ 'il:!chtc<ente.:r: th"J a~ebd UPOh

ltl,onthly rent ot~, ~5_0~.oo)~t; &hall be due and pay~lo on the

t'U:st <lay of each MntA. O(;lcuP1-noy b.y~d ~lflrm Iiihall ~ 11&14en a

per 41«1'11 b~8.1.. '!'he per d1.~ balJillf _ill ~ c!e:rived tl'01ll th.

I
("') li"pon axaau.t1on at ,UI~ S\l.bl6;U./ 'eh4 Su,",tenant wiU

!
be rG8ponaibla for turni.hin9 a'G~5/000 i~curitl(d~po~~tptu. tbe

I

I
first 1110l1th'S :rent. 'l'hilli deyoait ia t':411y l:'$.t'u.n(lable in the event.

!
'that t.h~ &pproval oK U.1601'.::,/ ot~s~ !iie<;l:t "Ja requi.red b¥ cb.wse 21

(

is not secured wi,th1n 6C days df 2 .. data of ttd .• Agre.emen~. The
I

I
depoait is Dot :t."efllJ'ld4~le t:t: tAa' Su.btanant d.&taulta on 1eo

I,
oDliqations under this e.g:l:'~ltlen~~"1dl>~e..i'i d,afa'\.l.l·~ 1$ not eOn'.c:~d

c2l!tilul ~ in wri t,in". ~Sl.~ht~~n't9~ lItr.a,H 1'I~'t tt'y 'Chi~ Subtepant of any
,

d£,faul~ot any of th~ tQrma .~~ 'condicion5 0! ~i~ andYj--.

~'IPR-29-94 FF.:I 14 : 3::: p . ~3':'
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I
I
i
I
I

I
J

the wcsnt S\1l}tanant has not t:loU"6d.,ueh dfCf.toulto wi thin twenty (2 ~ j
I

(;fay., or 1%'1 'th., av01lt. *ua.b. dataW.~ ~.eCi!.d~•• E¢2:'o t.han twenty (~()
~_ . J ~<.£4Y8to cues , and Suht61)4"1~ hU h ..lol~4te;, un·ciarta)(~I'ea.enablo. !
.toPl'. 'to effect cure, only ehf in .u.oh aYlml:S may Ya~htc:.nul'

apply ..ll or porti<m (,}t sa.ili £~carie)' MFoI11~ •• '!fJ.;;.y );)i;i nec:eS$6ry

to o~te G6id c.rau~t. t~ ~ e~ent Yachtcent.r eleot. 'to use all
I

IQr P4rt of .al~ security ~p~~i't !o~ P~~PQ~.~ of c~~~9 an .vent et
! I

Yadh1;¢$n't4:l: .hall: MtHy euht,miU\t in wr1tin;
I

de!Cl1.llt,

~d.iat1l11J I bond SUI:lt.ana.."1't. ,,~.a.ll: ~1&9~~1:iilh aucb d.epoe1t .~~ ~ tull

~ a4tQl,a"it.y d.ePOlili~ will ~& $Ubja<:t to r.~\tn<1 upon

and. appZ'ovsl, . by \ 'ia"::hto~l'11:42"I <I.e pre%t.1... &t~1:'

eomplet~lY~oYad o~t.
mp.o:\tf.J;J;tff$ , !

f
I

(a) Su.b1:.en4.nt .hall i oona~t on the Pre:U... no
t,

1mpl'cv~ents or tI19'f\a~a ""1:hol.j.t. t}1.4 pxior ~~1~~ etJ1'\4ant of
I

~.c;h't<:lent.e.:r. a.ll<1 tha Cit)' ot ~fI?Oi"9'0 Sl1."QvltWd that Ylt::htcent'.er

.hall obtain th& ccrUUttlt of City and ~?rt r~lU1recS C:ONJ4nt 01'

Pacific Rim 'eo any z"Uch bproveJZIiAhts or d~lai& i::·vnt.eJllplat*cS by Ot'
I

eoJ'Eitructed puritJ.llnt to a ~nstn<~t1s.f! !!i'Z!'"liO£H~t aQ.:~ptabl. 1:.0 all
I
I
I . .

(kl) SW)t.8nant. shall ~e' J:~pof'.&l})l. f;)"J: relO¢a.tin9 and/or
j

:co¢onotruc;tin9 ){Uir.ill lock5ra to; a l'l(ijWlCQ.,t1cr:lj to i)Q d..t*:nIinflQ
1
I

t25,OOO.
1nsP6QU03'l

SUbt$t1UI t h

1.

puttee.

,
I

shall b6
i
Iwor~ prior to Octobar 1, 1~94:

(1) :Jte lcca't:i..rtq
!
I

MQ ),;",uU)ring
I
I

~
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" .."

,
la) Reloc.tinq~4 ~e~tqrin9~Q~aalsaurr.n~ly

ruidinq in 'l .... d \llttet' eil.!l.ce .usa.

(~j :Provide .ts~t1U:'brJ1lta.n4 l~\ln.dry" racUity tQl' lM.:dno
te.n6nts.

I

(") Civil.lg S\l.bt:en~~ta8sist.a.n~ in ¢b~iA.tn9 t'~i:L".<1

»enai'ta.

{S) Provide a

8.
Ahd ?eady ~~ occupy.

I

BI2AIM AIm WNtwW~ .....
!

( a) ¥1A(!htA.~~.J ~ .Rs.~Ui9D§l.te;.i1.i.~

Y"Cll::l.w~ntar~h&~l nat ~ neru.h·ed to ~aint&in Qr
I

•

malce any repair. O~ rt\Pla.c4il~re. Of any na-cura or d$aell"ip~1¢n
I

\¥'hatao4VOr to t,hQ Pr6:Ai.... Sul;I'Cena.nt M:"4by ilJl:pretisly waivea tha

riqht:. 1::0 max. updrs ilt til. ;\l¥~aa ¢f: Y.llChtC$.t)1;($Z' ae provid.ad fiOr

in any otatute or law in ett~ct a"1:~$ 'ti:=.. of the 4JCacu~ion of

thia Sul:Ileas4, or in tmy Oth6~ :S1:.atuu ~r law 'ifhic;h -uy hereafter
i]:Ieenact.ed.

(b) SW?,~e..uw;t.'" ~t1~ 't1-klaWA10 tiHlLh~OJt!i~e/j ....

Su.b~nant. shall at Suttel'umt/,,: S013 coat Ill'lcl

SUbtenlU"Jt SMll ~.%IIOVoall of Su.btlS~a.nt6 pel'il-c:.nal property not

penanellt.ly affixed tt:l tb4 )l4i:'.~llIas a:nQi\t 'their coa~J r.a'tQra M'j'
I

da:lAie to the prellliee4l ealJSe4 ~ suoh ):'e,mova,1 it.ll.<! re4~livGJr th.

"pace in at "l:lrooJ: clean i; C4J,ditif.,~ thAt l,~ acceptable by

Yac:htcetltu.

'7
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P,9d~

~ret~~ne~ ~O lhndlo~d in a ~i~il~~~crb$te.~ COl1ditior. thin ~nen it
vaa dd1VIill:'Q<a. '!'hill will detofiYl.. tJ'IO ~.fW\d ~! ~e $:15,000

eecur1ty d.epoeit. '.
f •..

9. VSE Of Tn; PBEM1SES. I
I

S\U')~.n(iut ahall o~ertt... ~Jl A:!llerica t. C'Jp sdl1t19

Chal1otlg$ within tbs Pram1ees 1~,~~G~ ~ ~~~n.r to conform to ~~d
I

co~ly \(i~~ eac~, .very, and at~;or ~ha Q:dina:n~~~Q: ~.9ul.tions
of the Ci T:.t, the Co~t'.'1 or San n~Slt4~,t.."~St.tn ot cal1fornh, and

the t1nit~;;1 Stll.tell of A..~ricath~':o C~ fie" in torc~ OJ:' 'tIhich -=~'1

her.1naf'tn' be $t26ctecl witb r.f.ker'l::I~ tQ the uee Qr conte~ph~"d
I . .

use ot "the 'i~Ulise., S1.U:)t..nantili
l

UGOof ~~. Z'l~.%Il1see.hall ~t o1l

t1111.' be; ~on~i» ten'!:. 'lfi th the '.1UI$, P'lll:£'~!~hd \lJ"I(!.r t.."'1oMaot.r z:.,eue

4114Praa $ubleUe; atJ<1 e¢11.lllent t~ tJ\ill S'~lClal'. a~ 'iI'~nttl4 ~y t.~0

City of. San 01fil1jQ. 'l'h. in'car.dfJd bo ot 't:l'te Pr,,::he. i.compatible

\lit-h. th.e st4't01 t'uetrir;:UotlS ~Q!far bS '!fl~ht':6nter 18 ~~rren-ely

:!lW{lU. Sw>tenaht ac);~ow).¢d'36l3 r- a.q:?;'t~lfl ":~i1t t."Ie premis<i!S a:e

loea~.don ti~~lanQain ~~dicate~M1~~ion~~~ ~?arkl a public par~,
and that all ua. at th4 premiO~~ shall bo in eQmpli~~7e w~th ~~e
199'lil rutriction* applicCi.bHo ~o ti<1dands arid p'J-klllc p~:ks.

boa'tcJ,

10. UTILITIES J. I

Suj);ena..."lt sh.al1 li"Y, b~!o:'.delil'lqueliCY I My and all
Ioharges tor e~8etr!~~~~wh1~h iar~ eop~?~t41y ~etare~ to ~he
ISu:ete.nlLnt s}',.aJ,J.rei1u: ...e Va~ht(a;'ltcr i~I. IIh,s,re of

cbl.:rges tor ~.l'l:t ut:!liti@$ whictJ, ~re not billed. ;.>f--

t

iremises.

APR-29-94 FRI 14 : 4 1 G3
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,

I
!
I

~te~e4 1:0 u.. i:,ami~eil, i;lu~ "'hiF~ are Dil1~d (ll' lflet..:-e<l tor th.
f

entix8 a1;6., in~1\,l4J.n91 but not ~l1D~t~<1'\7,0/ wat;er, idA .&n4 bo&1;,

Yacl:1tc:entlit~ IShall pay .uc:h utilities pdot' to ditlinq1,lonc:y.

~l. ~!1 AMP A$~ESSnENTS.f,,.
(~) bl'l9DBl ?r99jrt~·' TAXI.

i
It ~PPlicable, Tubten~~t shal:~ pay, prior tQ

4.1inquenoy, ~11 tax•• , ~••6a~~nt5/ lic&n•• f~e~, and ¢th.~
I

char98a thA't uo laviacl ~<l U~~lsed "'s41010'1;SW~1:.llnll-~~'. p.l:'.or.~l

property l~C:Atod i~, on I QI: al:>out: ue 'rtsm.t ••• , 1lt'h1~h taxes beeCllllCll
t

pay~l$ 4urin9 tho t.~ ot thie $ug18&a.. opon ~ittan de~and ~¥
I
I

'laehtcante.r I S'Ub'tenant sh:\l.l ~~i:eh YacM:(;~t,.:: ~nd Cat ....ith

eHAt1eta.~tCl:l:Y eviclanc6I ot s~~hi ;":fIl!.a:l.u. J:t a.n:t' ta.xes on,,
8t.1.b+:enlS11t'& pers¢na). pro~u·"tl' il1illl leYieQ l1~4inlt YAcbtceo~er or

YaohtcGn~ar'_~roDa~Y &nd th~ 1rse$~Od v~l~e of ~~e B~ildin9 i~

in<;n~;$ed by th. inol -wdQTI of ~. ltal"Q", pl.aQ.4 upon Subtenant's
t

peJ;'acna.1 pX'operti', and it 'fil<:~'Ge.r.t.= POYfli t;.)";,o 't~U ~:r the
Iincr.ued uaeument., Su.btanOJ,'lt(. ~m ~;illl1!latl.:t, ,shdl i.odhtely

reiU\bI.l~1'i4d nChtQloiln~er tor 't'l'.. ~.....:n iJf 'S\Oc;h tr:s.",e$ e'lnd 1l\enas.~
I

•

6u.aumtl'lt.5 levieoi illl]d2'llifl:. 't1.li.r:ht~~rlU1:. 'ie,ch'::center ~h~ll have the
,

r19ht, to ~a't au-en tuoo rClQcr,>dltss of <;he. 'V6:u.·~ity c! the levy.

Nctwit..'stan4inll the foreqoi1'i.1, ~e}i~l(@t' I 1t 19 lJ.,"'lde::nocd arId agreed
1

t.A4t tor all ~urpo.... Q: t~.l.15 section !l (a) t.."lC!t "S~t.n~ts
l

pel'son&1. ;>rop6rt:y" shall in no e~$e in<;l"llde atI";f pr¢party I WQI~ ¢t'
I

imr;>:;ovementl oonstructed Q:' inft~llo~ ~l,l1;"euant 1::0 tni. Ar;l"f:'Cillllent,
I 'except ~s t~8d du~in9 the ~~ b¥ S~~~~~nt ..

1~. .a~''''''~~j\ljD .~~~ ..

I
•

AF'R-29-94 FRI 14:43 G3 F' • 1 0
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l
I
I
I
I

<a> IpdemnitYb I
Jub'tenant shall Uf'Wlle ,we de:ElJ'1i~Qof t i n~elIln1fy "nc1, .

SAve harmlQss ~achto.nter: C1t¥ ~d laeit1c ~il~,fro~ ~ll cl~i~,
, . .

c18lrl4n4., expar"S1tai I and lii.Pili':)F.pt ravEl~ l'tiil.ture, directly O~
1 .

in<lir.~'tly ~bin9 hOU1 O)l' al1e'ile~ to have. ari:um from th.
I
t~ pr*)l\lr8e ~r t::OIl ~~, act o~ omi.•• 1on ot
,

i:U1d lnvire•• , 1lI~i;fl.,1; aO~8 eoui ~ted by

Yi~hee~nt.r, ito agentt e~plQYG.~ O~ invit•••.
!

(1:1) "'Din. 2llbli,g Lh;qiliti!Mur4~
is~.nane .hG~~b~ ineurad by an ina~anc8 c&r~1~r
l

.cC:l5p~~lo to ¥ac:htc:en1;era"d Cit,y, A9&inBe :l.OS9 from public
I

lia):;)ility AriBi~<3 froa ~e 1,i,fl08
f

0:( cond1"1on, ot or o~.:rat.ionll

O;:>r'Id.I1CtUI1 on the 9ro.o\icol17a, £11+9' with pr;·Qd'.:.et, liability And

~olllplet.d opn'AtiQnG in:&lur.nce.; ~inilll\Un cov'!Jr~9~ lilliall be One

Mill~Qn OOl16~' (~l/GOO,Ooo.OOj. i~~~~~of the policy of 1nluranoo
.hall };). tiled with 'l&~toobk6:f >.:r.nd Cit:{ a.'\a liMll n~~

I
Yachtcanter, Cit.y an" p~oi!ic ita eo lld.~itiQnal ine\U'$4. hid

POlicy ehall spoc:1ty e.";at the i plol1-:y B'lay not ~e uninatsd,
I

canceled Qr ji@sta.rl'ei1l11y alt\H"~';;; ol:' i\ltncd i!~...fc~ wh;1clo""ould

n.gatively effect YaohtCQnt4r, city ~d Paci!1C ~1~ w1tho~t prior
I

W'1'ittctl notice to 'taohtc.nt.r,: cit~, and JIIa~i!iQ Ri:u ~y the
I

ln5l.U"dne. cQll'pany. 1'h~ ,oUe}' OF ~Q~.i.;;:io~ ahdl De i~H5U.d by ~n

inaur~~. eo~pan1or Qo~p~i~, ~i~6r~e~to dQ b~s~nGse in the st4te
I

ot C~11!orn1&.iricr~o th~ co'~~nc$~~~4~te Qt th!a Sublea5eJ
I

sut>eenant Dhall deliver to .'{achto41'1t;;~&' IS cu't.HiCllte 0;-
I

cordticatea 0: i.nl';l~l.'anc&avid&n¢ins!
l~
!
t,

P.l1/15

opoerationa ccn4\l~<:od em

SW;lt",nant, bill Agent.

ouch 'OU?ff._.
..
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•

(c} I1l5urMa..,.-

sole ce.t and _)(pens.,
,

durinfJ ~. ~.r1D ot this Su»leaso " P'iiy for anCllllAin~d:'l a policY ot'

»ol1e1 •• ot t1re, oxtand_d eov~re.~1J1 ".tl.C1vandl'11s111 in.w:ance on th_
iPremi.es. Such p~11cY or pQliei~~st~ll b$ j.•$ued by an insurance
;

Qompal1)"or (i(,)'lilp~i.. ;:.1caruu.d t,C) dQ ]:;rualn•• o in the s~et. of
I I,

.1(~) 9tbir .niuI'nci· .
.•~ . • lid$.....~.ns:n~ &b&J,.l./ rat t. SQJ.& coat an .~$.,

•I
4urinet Uwa tea ot thill S'W:>le.u~~:,ptl.t fo"&:a:~4 )1Iaintdn any other

•I
nec~ulllary polic)' or poUe.e& of iM'.U'ance, i!">olucU.nq, l:Iu.t not:

california.

·,l1ait.4 tc Worker's c¢~~~tion, eover1n9 and i~5urin9 aqa1nst
I

risk. ~lch ~o~o~~lt ~~1 ~ antieipet~~i~ & b~$i~esseuch a. tho
one J.n tth1c:b Subtenant b .nt;1l94·

13. 10 Alj8ISl>!ltI!q03 ~~

SUbt$n~t ehall fiot aSri~th1e Sublea$e Qr sublet the
Pre=1ses or any ~4rt ~~rs¢f witfout the priQ~ wr1ttQn con,.nt 0:

: . I

Yaohte.nter, City an~ Pacit'i<: Ri~. AA aui~rnment by op.ration of
i

l~'d shall auto~ati<:all~' t6~.tlli!'1at, thi:s S1"rbl~~U.
I

S~en~nt
envi~on=&ntal rules and rQ~~l~tipn~ 4d •• t forth by 1?¢811 State

tend '.dera.1 agenQies an4 org<;lrd.~liltivtlf ItPpli~able to s\1!)tenant/s. I

ua_ C1t ~e Pra1l\.b.l3. SUbtet:<U'1t:.hall itldal:d1Hy Knight , Carv~n~'
I

Y.ca~on~r Ind. and PaQtfic ~i~MArine
I
;

~l,,
;
I
I
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•

. I
Ino. agaln.t any ana aU. violiat!ona ;l.n reqaz'a. to eOllle, or costs
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Pacific Rim Marine Enterprises ..

._ONSENT TO SUBLEASEAGREEM.

The City of San Diego (CITY). as LESSORunder that certain Lease Agreement (Master Lease)
entered into with

(LESSEE)and filed in the Office of the City Clerk as Document 766042. hereby consents to that
certain Sublease Agreement between the Knight & Carver Yachtcenter (SUBLESSOR)on behalf of
the above LESSEEand

One Australia.

(SUBLESSEE)dated April 27, 1994. Said Sublease shall be subordinate to the Master Lease in all
respects. The CITY is merely approving the SUBLESSEEand 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.

All parties agree that the rent percentages to the CITY for this sublease are as follows:

One Australia
$30.625 per month

City's Participation
$29,425@ 8%
$1,200 @ 22.5%

In the event sublessor receives additional revenue not defined above. City shall be entitled to the
appropriate percentage rates.

In addition, within thirty (30) days following the termination of the sublease, the property shall be
completely restored to its original condition unless otherwise approved in writing by the City of
San Diego.

THE CITY OF SAN DIEGO •

ing Property Agent
City Manager

APPROVEDAS TO FORM:

JOHN W. WITT, City Attorney

Dated \!YtiU /
Deputy~

PACIF':Mi;MARINE ENTERPRISES

By 1:~ ,..q.---,<:V
7

KNIGHT & CARVER YAC CENTER

By

Dated

CEBK/dcj-<:
9/14/94
1:\WPO\KODAMA\Sl·PR.WPD

Dated _-,-I_~f-I!..l.OL,J.y7U.1+1_7-f- ( I

,.
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1500 QUIV1RA WAY, SAN DIECO. CA 92109 (619) 2ZZ-6488

,

SUBLEASE

This SUBLEASE ("Sublease") is made as of January 14,1994

between Knight & Carver Yachtcenter. Inc .• ("Yachtcenter"), by and

through its agent Pacific Rim Marine Enterprises. Inc., ("PRME"),

and One Australia ("Subtenant"), who agree as follows:

1. FACT RECITALS.

This Sublease 1S made with reference to the following
facts:

(a) Master Lease.

On or about March 5, 1979, THE CITY OF SAN DIEGO a

municipal corporation ("City"), as landlord, and Mission Bay Marina

Associates, a limited partnership of which Coastal Marine

Management, (DBA: Mission Bay Marina Associates), is a general

partner, as tenant, signed that certain written Percentage Lease

(the "Master Lease"). The Master Lease was approved by the City

Council of City by resolution number 222988 dated March 5, 1979.

The Master Lease provided, among other things, that Marina could

construct upon the property that was the subject of the Master

Lease, certain improvements and then sublease space in those

improvements to subtenants. Subtenant hereby acknowledges

Subtenant's receipt of a true copy of the Master Lease.

Thereafter, on or about August 15, 1990, with the consent of the

City, the Master Lease was assigned by Knight & Carver Yachtcenter



e e
Inc. as successor of Mission Bay Marina, to Pacific Rim Marina

Enterprises (California) Inc., a California corporation ("Pacific

Rim"). Under the terms of transfer agreement, Pacific Rim became

tenant of City and Yachtcenter became subtenant of Pacific Rim,

pursuant to a Standard Industrial Lease -Net, dated July 21, 1990,

including that certain addendum thereto. (the "Prime Sublease")

This. sublease shall terminate upon the first to occur of the

following:

1. The end of the term of this Sublease.

2. Upon termination for any reason of the Master Lease

between City and Pacific Rim, providing that Pacific Rim shall not

voluntarily surrender the Master Lease, at anytime during term of

Sublease.

3. Upon termination for any reason of the Prime Sublease

between Pacific Rim and Yachtcenter, providing that Yachtcenter

shall not voluntarily surrender the Prime Sublease at any time

during term of Sublease.

4. Upon any default by Subtenant remaining uncured for 30

days after written notice thereof.

5. Upon any violation of conditions or provisions as provided

in the terms of this sublease remaining uncured for 30 days after

written notice thereof.

(b) Sublease.

The subject of this Sublease is a certain space at

1500 Quivira Way designated as the "Premises", which space is

delineated on the plan attached hereto, marked Exhibit "A" and

2
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in letter of 9/15/93, marked Exhibit "B", and incorporated herein

by this reference.

(cl Intent of the Parties.

It is the intention of the parties to set forth in

this Sublease their agreement concerning Subtenant's use and

occupancy of the space delineated in Exhibit "A" and attached

hereto.

2. SUBLEASE SUBJECT TO MASTER LEASE.

A. This Sublease is subject to the provisions of the

Master Lease and Prime Sublease. Yachtcenter represents and

warrants that this Sublease does not violate any provision of the

Master Lease or Prime Sublease, and that no provisions of this

Sublease are in conflict with any provisions of the Master Lease or

Prime Sublease. If the Master Lease or Prime Sublease terminates ;

and this Sublease terminates as a result, the parties shall be

released from all liabilities and obligations under this Sublease.

This Sublease is subject and subordinate to the Master Lease and

the Prime Sublease.

B. Sublease shall be subject to approval by The City of

San Diego, landlo~d. Without such approval, the parties shall be

released from all liabilities and obligations under this sublease.

3. SUBLEASE OF THE PREMISES.

Yachtcenter Sublets to Subtenant and Subtenant sublets

from Yachtcenter that certain space at Mission Bay Marina, which

space consists of land and water and comprises approximately 13,000

square feet of land space, and approximately 300 linear feet of

3



dock space, which space is delineated on the plan attached hereto

as Exhib~t "A", The space shall hereinafter be called the
"Premises".

It is understood that Premises shall be used for the sole

purpose of an America's Cup Sailing Challenge and subtenant' s

operations will in no way conflict, interfere or compete with

operations by Yachtcenter or Pacific Rim.

4. PREPARATION AND ACCEPTANCE OF THE PREMISES.

Subtenant shall have access to the Premises and may

commence Subtenant's improvement and fixturing process on October

1, 1994. Subtenant shall indemnify and hold harmless Yachtcenter,

City, Pacific Rim and their principals from any and all claims,

demands or liability, arising out of, or in any way connected with

Subtenant's improvement and fixturing process. Subtenant's taking

possession of the Premises on the commencement date of the term of

this Sublease shall constitute Subtenant's acknowledgement that the

premises are in good condition, unless

the Subtenant shall hava presented to Yachtcenter in writing prior

to taking possession of the Premises a list of defects which such

defects Yachtcenter shall make good as soon as reasonably practical

thereafter. Immediately after the commencement date of the term of

this Sublease, Subtenant may, at Subtenant's sole cost and expense,

move into the Premises all the furnishings and other items required

by Subtenant to conduct Subtenant's business.

4



5 • TERM: COMMENCEMENT DATE.

(a) Term.

The term of this Sublease shall be for the period of
._-- ..-_._----.

October i, 1994 through May 31, 1~ Subtenant's rent and other

obligations are due and payable for the entire period, whether the

Premises are occupied or not.

6. RENT.

(a) Lease Amount

Total value of lease as contracted is $USGo,o~
(A breakdown for percent rent purposes).

(b) Payment Agreement

Subtenant shall pay

monthlyrent of~~r $30,625
Rent shall be due and payable on

to Yachtcenter the agreed upon
'7

should the option be accepted.

the first day of each month.

Occupancy beyond Term shall be paid on a per diem basis. The per

diem basis will be derived from the monthly rent of $27,500 or

30,625 should the option be accepted.

l
)

(c) Upon execution of the Sublease, the Subtenant will

be responsible for furnishing a $50,000 security deposit plus the

first month's rent. This deposit is fully refundable in the event

that the approval of the City of San Diego as required by clause 2B

is not secured within 60 days of the date of this Agreement. The

deposit is not refundable if the Subtenant defaults on its

obligations under this agreement and such default is not corrected

within 10 days of Yachtcenter notifying the Subtenant of the

5



default in writing. The security deposit will be subject to refund

upon inspection and approval, by Yachtcenter, of premises after

Subtenant is completely moved out.

7. IMPROVEMENTS.

(a) Subtenant shall construct on the Premises no

improvements or signage without the prior written consent of

Yachtcenter and the City of San Diego provided that Yachtcenter

shall obtain the consent of City and any required consent of

Pacific Rim to any such improvements or signage contemplated by or

constructed pursuant to a construction agreement acceptable to all

parties.

(b) Subtenant shall be responsible for relocating and/or

reconstructing Marina lockers to a new location, to be determined

by Yachtcenter.

(c) Yachtcenter shall be responsible for the following

work prior to October 1, 1994:

(1) Relocating and restoring the Marina office.

(2) Relocating and restoring the Mechanics shop.

(3) Relocating bathroom and laundry facility.

(4) Ensuring visual security from the upstairs canvas

shop into Premises.

(5) Giving Subtenant assistance in obtaining required

permits.

(6) Providing alternative access to the canvas shop.

(7) Providing alternative access to the eastern

portion of the marina.

6



8. REPAIRS AND MAINTENANCE.

(a) Yachtcenter's Responsibility.

Yachtcenter shall not be required to maintain or

make any repairs or replacements of any nature or description

whatsoever to the Premises. Subtenant hereby expressly waives the

right to make repairs at the expense of Yachtcenter as provided for

in any statute or law in effect at the time of the execution of

this Sublease, or in any other statute or law which may hereafter

be enacted.

(b) Subtenant's Duty to Maintain the Premises.

Subtenant shall at Subtenant's sole cost and

expense, maintain the Premises in good condition and repair and in

accordance with all applicable laws. Upon vacating the Premises,

Subtenant shall remove all of Subtenants personal property not

permanently affixed to the premises and at their cost, restore any

damage to the premises caused by such removal and redeliver the

space ~n a "broom clean" condition that is acceptable by

Yachtcenter. The above will determine the refund of the $50,000

security deposit.

9. USE OF THE PREMISES.

Subtenant shall operate an America's Cup Sailing

Challenge within the Premises in such a manner to conform to and

comply with each, every, and all of the ordinances or regulations

of the City, the County of San Diego, the State of California, and

the united States of America that are now in force or which may

hereinafter be enacted with reference to the use or contemplated

7
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satisfactory evidence of such payments. If any taxes on

Subtenant's personal property are levied against Yachtcenter or

Yachtcenter's property and the assessed value of the Building is

increased by the inclusion of a value placed upon Subtenant' s

personal property, and if Yachtcenter pays the taxes or the

increased assessment, Subtenant, on demand, shall immediately

reimburse Yachtcenter for the sum of such taxes and increased

assessments levied against Yachtcenter. Yachtcenter shall have the

right to pay such taxes regardless of the validity of the levy.

Notwithstanding the foregoing, however, it is understood and agreed

that for all purposes of this Section 11 (a) that "Subtenants

personal property" shall in no case include any property, work or

improvements constructed or installed pursuant to this Agreement,

except as taxed during the use by Subtenant.

12. INDEMNITY AND INSURANCE.

(a) Indemnity.

Subtenant shall assume the defense of, indemnify and

save harmless Yachtcenter, City and Pacific Rim, from all claims,

demands, expenses, and liability of every nature, directly or

indirectly arising from or alleged to have arisen from the

operations conducted on the Premises or from any act or omission of

Subtenant, his agents and invitees.

(b) General Public Liability Insurance.

Subtenant shall be insured by an insurance carrier

acceptable to Yachtcenter and City, against loss from public

liability arising frc:,mthe use or condition of or operations
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