
 

 
 

 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 
 
 

COMMERCIAL LEASE 

between

SANTA CATALINA ISLAND COMPANY 

  

 and 

«Customer_Name»,  
dba «DBA» 

 



 
 i 

 
 

TABLE OF CONTENTS 

1. BASIC PROVISIONS (“BASIC PROVISIONS”) ........................................................................................1 
1.1 PARTIES: ........................................................................................................................................................1 
1.2 PREMISES: ......................................................................................................................................................1 
1.3 TERM: ............................................................................................................................................................1 
1.4 EARLY POSSESSION:.......................................................................................................................................1 
1.5 BASE RENT: ...................................................................................................................................................1 
1.6 BASE RENT UPON EXECUTION: ......................................................................................................................1 
1.7 SECURITY DEPOSIT . 1 .......................................................................................................................................

...........................................................................................................................................
..................................................................................................................................................

......................................................................................................................................................

1.8 PERMITTED USE: .1 
1.9 INSURANCE. .2 
1.10 EXHIBITS. .2 

2. PREMISES. ......................................................................................................................................................2 
2.1 LETTING.........................................................................................................................................................2 
2.2 CONDITION.....................................................................................................................................................2 
2.3 PERSONAL PROPERTY .......................................................................................................................................2

3. TERM................................................................................................................................................................2 

4. RENT AND SECURITY DEPOSIT. ..............................................................................................................3 
4.1 BASE RENT. ...................................................................................................................................................3 
4.2 PERCENTAGE RENT ........................................................................................................................................3 
4.3 SECURITY DEPOSIT. .......................................................................................................................................3 
4.4 LATE CHARGE................................................................................................................................................4 

5. USE....................................................................................................................................................................4 
5.1 PERMITTED USE/RESTRICTIONS. ....................................................................................................................4 
5.2 HAZARDOUS SUBSTANCES. ............................................................................................................................4 
5.3 LESSEE'S COMPLIANCE WITH REQUIREMENTS................................................................................................5 
5.4 INSPECTION. ...................................................................................................................................................5 
5.5 NO OUTSIDE STORAGE...................................................................................................................................6 
5.6 GARBAGE CANS. ............................................................................................................................................6 

6. TAXES. .............................................................................................................................................................6 
6.1 REAL PROPERTY TAXES. ................................................................................................................................6 
6.2 OTHER TAXES. ...............................................................................................................................................7 
6.3 SPECIAL ASSESSMENTS. .................................................................................................................................7 

7. MAINTENANCE, REPAIRS, UTILITY INSTALLATIONS, TRADE FIXTURES AND 
ALTERATIONS. .......................................................................................................................................................7 

7.1 LESSEE'S OBLIGATIONS. .................................................................................................................................7 
7.2 LESSOR'S OBLIGATIONS. ................................................................................................................................8 
7.3 UTILITY INSTALLATIONS, TRADE FIXTURES, ALTERATIONS. .........................................................................8 
7.4 OWNERSHIP, REMOVAL, SURRENDER, AND RESTORATION. ...........................................................................9 

8. INSURANCE; INDEMNITY. .........................................................................................................................9 
8.1 LIABILITY POLICIES. ......................................................................................................................................9 
8.2 PROPERTY INSURANCE.................................................................................................................................10 
8.3 WORKERS’ COMPENSATION INSURANCE......................................................................................................10 
8.4 CARRIERS.....................................................................................................................................................10 
8.5 SUBROGATION WAIVER. ..............................................................................................................................10 
8.6 WAIVER AND INDEMNITY.............................................................................................................................10 



 
 ii 

8.7 LESSOR ADMINISTERED PROGRAMS.............................................................................................................12 
9. DAMAGE OR DESTRUCTION. .................................................................................................................12 

9.1 DEFINITIONS. ...............................................................................................................................................12 
9.2 PREMISES PARTIAL DAMAGE - INSURED LOSS. ............................................................................................12 
9.3 PARTIAL DAMAGE - UNINSURED LOSS.........................................................................................................13 
9.4 TOTAL DESTRUCTION. .................................................................................................................................13 
9.5 DAMAGE NEAR END OF TERM......................................................................................................................13 
9.6 ABATEMENT OF RENT; LESSEE'S REMEDIES.................................................................................................14 
9.7 HAZARDOUS SUBSTANCE CONDITIONS. .......................................................................................................14 
9.8 TERMINATION - ADVANCE PAYMENTS.........................................................................................................14 
9.9 WAIVER OF STATUTES. ................................................................................................................................14 

10. UTILITIES. ...................................................................................................................................................15 

11.  ASSIGNMENT AND SUBLETTING. ........................................................................................................15 
11.1 LESSOR'S CONSENT REQUIRED.....................................................................................................................15 
11.2 TERMS AND CONDITIONS APPLICABLE TO ASSIGNMENT AND SUBLETTING..................................................15 
11.3 ADDITIONAL TERMS AND CONDITIONS APPLICABLE TO SUBLETTING. .........................................................16 

12.  DEFAULT; BREACH; REMEDIES...........................................................................................................17 
12.1 DEFAULT; BREACH. .....................................................................................................................................17 
12.2 REMEDIES. ...................................................................................................................................................18 
12.3 INDUCEMENT RECAPTURE IN EVENT OF BREACH. ........................................................................................19 
12.4 BREACH BY LESSOR. ....................................................................................................................................19 

13.  CONDEMNATION. .....................................................................................................................................20 

14. LESSOR'S LIABILITY. ..............................................................................................................................20 

15.  SEVERABILITY. .........................................................................................................................................20 

16.  INTEREST ON PAST-DUE OBLIGATIONS. ..........................................................................................20 

17.  TIME OF ESSENCE. ...................................................................................................................................20 

18. RENT DEFINED. .........................................................................................................................................21 

19. NOTICES. .....................................................................................................................................................21 
19.1 NOTICE REQUIREMENTS...............................................................................................................................21 
19.2 DATE OF NOTICE. .........................................................................................................................................21 

20.  WAIVERS. ....................................................................................................................................................21 

21. NON-RECORDING......................................................................................................................................21 

22. HOLDOVER. ................................................................................................................................................21 

23. CUMULATIVE REMEDIES.......................................................................................................................22 

24. COVENANTS AND CONDITIONS; CONSTRUCTION OF AGREEMENT. ......................................22 

25. BINDING EFFECT; CHOICE OF LAW...................................................................................................22 

26. SUBORDINATION; ATTORNMENT; NON-DISTURBANCE. .............................................................22 



 
 iii 

26.1 SUBORDINATION. .........................................................................................................................................22 
26.2 ATTORNMENT. .............................................................................................................................................22 
26.3 SELF-EXECUTING. ........................................................................................................................................23 

27.  ATTORNEYS' FEES....................................................................................................................................23 

28. LESSOR'S ACCESS; SHOWING PREMISES; REPAIRS......................................................................23 

29. AUCTIONS. ..................................................................................................................................................23 

30.  SIGNS. ...........................................................................................................................................................23 

31.  TERMINATION; MERGER.......................................................................................................................23 

32. CONSENTS. ..................................................................................................................................................24 

34. [INTENTIONALLY OMITTED]................................................................................................................24 

 
35.  RULES AND REGULATIONS. ..................................................................................................................24 

36. SECURITY MEASURES.............................................................................................................................24 

37. RESERVATIONS. ........................................................................................................................................24 

38. PERFORMANCE UNDER PROTEST.......................................................................................................25 

39. AUTHORITY................................................................................................................................................25 

40. CONFLICT. ..................................................................................................................................................25 

41.  OFFER...........................................................................................................................................................25 

42. AMENDMENTS. ..........................................................................................................................................25 

43. MULTIPLE PARTIES. ................................................................................................................................25 

44. MISCELLANEOUS. ....................................................................................................................................26 
44.1 OFFSET STATEMENT.....................................................................................................................................26 
44.2 HEALTH AND SAFETY...................................................................................................................................26 
44.3 WATER ALLOCATIONS. ................................................................................................................................26 
44.4 NO EASEMENTS FOR LIGHT OR AIR. .............................................................................................................27 

45. COVENANT OF CONTINUOUS OPERATION. .....................................................................................27 

46. ADDITIONAL TERMINATION RIGHTS................................................................................................28 
46.1 DEVELOPMENT.............................................................................................................................................28 
46.2 LESSEE'S FINANCIAL CONDITION. ................................................................................................................28 

47. LIMITATION ON RECOURSE; WAIVER OF JURY TRIAL...............................................................28 

 



COMMERCIAL LEASE 
 

 «Customer_Name», dba «DBA» 
 

 

1. Basic Provisions (“Basic Provisions”) 

1.1 Parties:  
 

  This Lease, dated for reference purposes only, «Lease_Date», (herein called the “Lease”), is made 
by and between the Santa Catalina Island Company, a Delaware corporation, (“Lessor”) and «Customer_Name», dba 
«DBA»(“Lessee”), (collectively the “Parties”, or individually a “Party”). 

1.2 Premises:  
 
  That certain real property, including all improvements therein or to be provided by Lessor under the 
terms of this Lease, and commonly known as 117-119 Catalina Avenue, located in the City of Avalon, County of Los 
Angeles, State of California on Exhibit A, attached hereto (“Premises”) .  Lessor grants to Lessee, for a term coextensive 
with this Lease, a non-exclusive license to use the area identified as the parking area on Exhibit A, attached hereto, for 
parking and other uses ancillary to the Licensee’s use of the Premises.  The parking area shall otherwise be considered to 
be a part of the Premises except that Lessee shall not have any liability with respect to the use of the parking area by any 
other licensee of Lessor.  (See also Article 2).   

1.3 Term: 
 
  Approximately six (6) years (“Term”) commencing on the first to occur of (i) the first day of the first 

month after full execution of this Lease or (ii) upon vacation of the Premises by the current lessee and tender by Lessor 
of possession to Lessee (“Commencement Date”) and ending on the earlier of (x) six (6) years after the Commencement 
Date or (y)April 30, 2012.(“Expiration Date”).  (Also see Article 3.) 

1.4 Early Possession:  
 
  Not applicable.   

1.5 Base Rent:  
 

Seven Thousand Two Hundred Thirty-two Dollars ($7,232) (“Base Rent”) per month, payable on 
the first day of each month commencing «Lease_Date» (Also see Article 4.) 

1.6 Base Rent Upon Execution: 
 $7,232 applicable to the first full month of the Original Term. 

1.7 Security Deposit 
 
  Security Deposit:  $___________(“Security Deposit”) .  
 1.8 Permitted Use: 
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 Grocery store (‘Permitted Use”) (Also see Article 5.)   
 
1.9 Insurance.   

 
Lessee shall provide insurance as specified in Article 8. 

1.10 Guarantors.   
 
The guarantor(s) of this Lease (“Guarantor”) are __________________.  

1.11 Exhibits.   
 

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

1.12    Brokers.  
 __________________represents Lessor, and __________________represents Lessee in connection with this 

Lease.  Commission on this Lease is payable by Lessor under separate agreement.  Lessee agrees to indemnify Lessor 
from any claim, loss and expense, including costs of defense and reasonable attorneys’ fees, incurred by Lessor if Lessee 
has had dealings with any other brokers or finders in connection with this Lease.   

2. Premises. 

2.1 Letting.   
 
 Lessor hereby leases to Lessee, and Lessee hereby leases from Lessor, the Premises, for the term, at the rental, 
and upon all of the terms, covenants and conditions set forth in this Lease.  Unless otherwise provided herein, any 
statement of square footage set forth in this Lease is an approximation which Lessor and Lessee agree is reasonable. No 
rental adjustment shall be made if the actual square footage is more or less than the approximation. 

2.2 Condition.   
 
The Premises have been examined by Lessee and are accepted "as is" in their present condition, and Lessor 

makes no representation as to the condition of the Premises, their fitness for any purpose, or whether the Premises or 
Lessee’s contemplated use are in compliance with Applicable Requirements, as defined in this Lease.  Lessor shall not be 
liable for any defect, latent or otherwise, or change of conditions resulting from any cause whatsoever. 

2.3         Personal Property.   
 

 (a) This Lease includes Lessee’s use of fixtures and equipment described in Exhibit B hereto 
(“Personal Property”).  Lessee shall maintain the Personal Property under Paragraph 7.1 and shall insure it under 
Paragraph 8.2 (Lessor shall be named as an additional insured and loss payee).  Lessor shall make any insurance 
proceeds received under such insurance available for replacement of Personal Property, provided this Lease has not 
terminated.  Lessee shall surrender all Personal Property and replacements thereof provided by Lessor at the end of the 
Lease term in the condition required by Section 7.1.   

 
  (b) Any lessor of, or party financing, Tenant’s trade fixtures or other personal property shall have 
the right to enter the Premises and remove such trade fixtures and other personal property upon Tenant’s default under 
such lease or financing arrangement, provided only that such lessor or financing party repairs in a workmanlike manner 
all damage to the Premises caused by such removal.  Landlord waives any landlord’s lien and right of distraint with 
respect to any such leased or financed trade fixtures or other personal property. 
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3. Term.   

3.1          Term of Lease.   
 

The Commencement Date, Expiration Date and Term of this Lease are as specified in Paragraph 1.3.   

3.2          Delay in Commencement. 
 
If the Commencement Date has not occurred within  sixty (60) days after Lessee’s execution of this Lease 

because the existing lessee has not vacated, Lessee shall have the right to terminate this Lease upon written notice to 
Lessor and the California Attorney General before the existing lessee vacates and Lessor tenders possession of the 
Premises to Lessee.  If the Commencement Date has not occurred by July 1, 2006, this Lease shall terminate 
automatically.  Upon termination under this Paragraph 3.2, Lessor shall promptly refund all prepaid Rent and the Security 
Deposit.  Lessor shall have no liability to Lessee if the current lessee does not surrender possession voluntarily.  

4. Rent and Security Deposit.  

4.1 Base Rent.   
 
  (a) Lessee shall pay Base Rent and other rent or charges, as the same may be adjusted from time 
to time, to Lessor in lawful money of the United States, without offset or deduction, in advance, on or before the day on 
which it is due under the terms of this Lease.  Base Rent and all other rent and charges for any partial period during the 
term hereof shall be prorated based upon the actual number of days elapsed in the period.  If the first month of the 
Original Term is not a full calendar month, prorated rent for the first partial month shall be paid on or before the 
Commencement Date.  Payment of Base Rent and other charges shall be made to Lessor at its address stated herein or to 
such other persons or at such other addresses as Lessor may from time to time designate in writing to Lessee. 
 

(b) As of January 1 of 2007, 2008, 2009 and 2010 (each an “Adjustment Date”), the Base Rent 
shall be increased (never decreased) to an amount equal to 100%, plus the percentage increase in the Index during the 
preceding calendar year, of the Base Rent amount immediately prior to the Adjustment Date.  The Index is the Consumer 
Price Index (CPI – U, 1982-84 = 100) for the Los Angeles – Anaheim – Riverside metropolitan area published by the 
United States Department of Labor, Bureau of Labor Statistics. If the Index is discontinued, a comparable Index chosen 
by Lessor shall become the Index.  If the base period of the Index is changed, the conversion factor published by the 
government shall be used to make the necessary adjustment.  Lessor shall give Lessee written notice of the increased 
Base Rent, the increase shall be retroactive to the January 1 Adjustment Date and Lessee shall pay to Lessor the accrued 
increase within twenty (20)  days after receipt of the notice from Lessor. 

 
(c) The Base Rent for the last year of the Term  shall be the adjusted Base Rent amount in effect 

for calendar year 2010 plus twenty percent (20%).  

4.2 Percentage Rent 
 

In addition to the Base Rent, Lessee [shall () /shall not (X)]pay to Lessor for each lease year or partial lease year 
during the lease term Percentage Rent in the amount and upon the terms and conditions set forth in the Percentage Rent 
Rider attached hereto as an exhibit (if applicable). 

4.3 Security Deposit.   
 

Lessee shall deposit with Lessor upon execution hereof the Security Deposit as security for Lessee’s faithful 
performance of its obligations under this Lease.  If Lessee fails to pay Rent, or otherwise Defaults under this Lease, 
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Lessor may use, apply or retain all or any portion of said Security Deposit for the payment of any amount due Lessor or 
to reimburse or compensate Lessor for any liability, expense, loss or damage which Lessor  may suffer or incur by reason 
thereof.  If Lessor uses or applies all or any portion of the Security Deposit, Lessee shall within ten (10) days after 
written request therefore deposit monies with Lessor sufficient to restore said Security Deposit to the full amount 
required by this Lease.  If the Base Rent increases during the term of this Lease, Lessee shall, upon written request from 
Lessor, deposit additional moneys with Lessor so that the total amount of the Security Deposit shall at all times bear the 
same proportion to the increased Base Rent as the initial Security Deposit bore to the initial Base Rent.  Should the 
agreed use be amended to accommodate a material change in the business of Lessee or to accommodate a sublessee or 
assignee, Lessor shall have the right to increase the Security Deposit to the extent necessary, in Lessor’s reasonable 
judgment, to account for any increased wear and tear that the Premises may suffer as a result thereof.  If a change in 
control of Lessee occurs during this Lease and following such change the financial condition of Lessee is, in Lessor’s 
reasonable judgment, significantly reduced, Lessee shall deposit such additional monies with Lessor as shall be sufficient 
to cause the Security Deposit to be at a commercially reasonable level based on such change in financial condition.  
Lessor shall not be required to keep the Security Deposit separate from the general accounts.  Within fourteen (14) days 
after the expiration or termination of this Lease, if Lessor elects to apply the Security Deposit only to unpaid Rent, and 
otherwise within thirty (30) days after the Premises have been vacated pursuant to Paragraph 7.4 (c) below, Lessor shall 
return that portion of the Security Deposit not used or applied by Lessor.  No part of the Security Deposit shall be 
considered to be held in trust, to bear interest or to be prepayment for any monies to be paid by Lessee under this Lease. 

4.4 Late Charge 
 

If Lessee fails to pay to Lessor any payment of Base Rent, Percentage Rent or other charge or payment due 
Lessor under this Lease within 10 days after the due date thereof, Lessee shall pay to Lessor, within seven (7) days after 
receipt or deemed receipt of demand (which demand shall be in lieu of and not in addition to any notice required under 
California Code of Civil Procedure §1161), a late charge of six percent (6%) of the delinquent amount or $100.00, 
whichever is greater, as liquidated damages to compensate Lessor for the inconvenience and additional expense, 
including administrative expense, incurred by Lessor.  Lessor’s acceptance of a late charge on one or more occasions 
shall not constitute a waiver of Lessor’s right to insist on timely payment thereafter.  The late charges shall, for purposes 
of Lessor’s remedies, constitute additional rent and shall be in addition to any interest charge or returned check charge 
that also may be applicable to the delinquency.  

5. Use. 

5.1 Permitted Use/Restrictions. 
 

Lessee shall use and occupy the Premises only for the Permitted Use set forth in Paragraph 1.8, and for no other 
purpose.  Lessee shall not use or permit the use of the Premises in a manner that is unlawful, creates waste or a nuisance, 
that disturbs owners and/or occupants of, or causes damage to,  neighboring premises or properties, that reasonably tends 
to injure the reputation of Lessor or which is offensive or immoral, that causes alterations to the Building to be required, 
or that causes cancellation of property insurance on the Building or an increase in the cost thereof.  Lessee shall not, 
without Lessor's prior written consent, (i) install or affix to the Building any exterior fixtures, shades, awnings or exterior 
decorations, (ii) paint or otherwise alter the exterior of the Building, (iii) display or sell any merchandise outside of the 
Premises interior, (iv) use any loudspeakers or mechanical or moving display, flashing lights or similar devices or (v) 
solicit business, distribute handbills, post signs or obstruct any area outside of the Premises interior (except use of 
exterior signage otherwise permitted by this Lease).  Sale of beer and wine for consumption off the Premises is permitted 
provided Lessee has the appropriate license; sale of distilled spirits is prohibited.  See also Article 45. 

5.2 Hazardous Substances. 
 

(a) Without Lessor’s prior written consent, Lessee shall not keep store, use or generate on the 
Premise or on property adjacent to the Premises any hazardous waste, material,  substance or contaminant, as so defined  
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or treated by any Applicable Law, including petroleum products (collectively “Hazardous Substance”) nor shall Lessee 
install or use on the Premises or on land adjacent to the Premises any underground storage tank for any Hazardous 
Substance; provided, however, that without Lessor’s prior consent, Lessee may use any ordinary and customary 
Hazardous Substance reasonably required for Lessee’s use permitted by this Lease, including motor and heating fuels, so 
long as (i) the quantities are limited to Lessee’s reasonable needs and do not pose a risk of material contamination from a 
spill or discharge, (ii) no underground storage tank is used, (iii) permits from governmental authorities are obtained if 
required by Applicable Laws and (iv) Lessee complies strictly with all Applicable Laws relating to its use or storage of 
Hazardous Substances. 
 

(b) Lessee indemnifies and agrees to hold Lessor, the Premises and Lessor’s affiliates, as defined 
in this Lease, entirely free and harmless from all claims and liabilities, and all fines, penalties and costs of investigation, 
containment and remediation, including without limitation consultants’ fees (collectively “environmental costs”) arising 
from or related to any Hazardous Substance brought onto the Premises by, or generated on the Premises, by Lessee or 
any employee, guest or other invitee of Lessee.  In the event a claim is asserted against Lessor, the Premises or Lessor’s 
affiliates that is within the scope of the foregoing indemnity, Lessor and Lessor’s affiliates may elect either to tender the 
claim to Lessee, or Lessor and Lessor’s affiliates may elect to defend the claim through Lessor’s counsel. 
 

(c) The party receiving such a claim  agrees to give the other party prompt notice thereof,  but no 
failure or delay on the part of Lessor to so notify Lessee shall absolve Lessee of its indemnity obligations unless 
substantial prejudice to Lessee results.  Lessor and Lessee further agree to cooperate reasonably but without expense to 
Lessor, in dealing with any such claims.  If the claim is tendered to Lessee, Lessee shall retain counsel and environmental 
consultants reasonably satisfactory to Lessor to represent Lessor and Lessor’s affiliates.  Lessee shall not make any 
admissions of liability.  A settlement may be made without Lessor’s consent if the settlement involves only the payment 
of money by Lessee and Lessor is afforded a full and complete release as part of the settlement.  If Lessor elects not to 
tender the claim, the actual cost of the attorneys and environmental consultants retained by Lessor shall be reimbursed to 
Lessor on a monthly or other periodic basis as Lessor elects.  Lessor shall be free to settle the claim on such basis as 
Lessor deems appropriate, and Lessee shall indemnify Lessor from all liabilities and environmental costs incurred in 
connection with a claim within the scope of subsection (b) above and the settlement thereof. 

 
(d) The indemnity set forth in this Section 5.2 shall survive the expiration or earlier termination of 

this Lease. 

5.3  Applicable Requirements.   
 
 (a) Lessee shall, at Lessee's sole cost and expense, fully, diligently and in a timely manner, 

comply with all  current and future "Applicable Requirements," which term is used in this Lease to mean all laws, 
rules, regulations, ordinances, directives, covenants, easements and restrictions of record, permits, the requirements of 
any applicable fire insurance underwriter or rating bureau, and the recommendations of Lessor's engineers and/or 
consultants, relating in any manner to the Premises (including, but not limited to, matters pertaining to (i) industrial 
hygiene; (ii) environmental conditions on, in, under or about the Premises, including soil and groundwater conditions; 
and (iii) the use, generation, manufacture, production, installation, maintenance, removal, transportation, storage, spill, or 
release of any Hazardous Substance.  Lessee shall, within five (5) days after receipt of Lessor's written request, provide 
Lessor with copies of all documents and information, including, but not limited to, permits, registrations, manifests, 
applications, reports and certificates, evidencing Lessee's compliance with any Applicable Requirements specified by 
Lessor, and shall immediately upon receipt, notify Lessor in writing (with copies of any documents involved) of any 
threatened or actual claim, notice, citation, warning, complaint or report pertaining to or involving failure by Lessee or 
the Premises to comply with any Applicable Requirements. 

(b) Anything in Paragraph 5.3(a) or elsewhere in this Lease notwithstanding: 
 

(i) Lessee shall be responsible for making, in compliance with Article 7, (A) any 
alterations to the Premises necessitated by any changes in Applicable Requirements 
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after the date of execution of this Lease  and (B) any alterations to the  remainder of 
the Building to conform to any existing or future Applicable Requirements, which 
are necessitated by either Lessee’s special use of the Premises (as opposed to the 
use of commercial tenants generally) or other alterations or improvements made by 
Lessee; 

 
(ii) Lessor shall be responsible for making alterations to the Building elements for 

which Lessor is responsible under Paragraph 7.2 to conform to existing or future 
Applicable Requirements, provided such alterations are not Lessee’s responsibility 
under subparagraph (b)(i); and  

 
(iii) A party which has obligations to make alterations under this subparagraph (b) may 

instead elect to terminate this Lease upon written notice to the other party if either 
the reasonably estimated cost of such alterations exceeds six (6) months’ Base Rent 
at the rate then applicable or the reasonably estimated cost of such alterations 
exceeds three (3) months’ then Base Rent and there is less than one (1) year 
remaining of the Lease Term.    

5.4 Inspection.   
 
Lessor, Lessor's agents, employees, contractors and designated representatives, and the holders of any 

mortgages, deeds of trust or ground leases on the Premises ("Lenders") shall have the right to enter the Premises at any 
time in the case of an emergency, and otherwise at reasonable times, for the purpose of inspecting the condition of the 
Premises and for verifying compliance by Lessee with this Lease and all Applicable Requirements (as defined in 
Paragraph 5.3), and Lessor shall be entitled to employ experts and/or consultants in connection therewith to advise Lessor 
with respect to Lessee's activities, including but not limited to Lessee's use, storage or suspected release  of any 
Hazardous Substance on or from the Premises.  The costs and expenses of any such inspections shall be paid by the party 
requesting same, unless a Default or Breach of this Lease by Lessee or a violation of Applicable Requirements or a 
release of Hazardous Substances, caused or materially contributed to by Lessee, is found to exist or to be imminent, or 
unless the inspection is requested or ordered by a governmental authority as the result of any such existing or imminent 
violation or release.  In such case, Lessee shall promptly upon request reimburse Lessor or Lessor's Lender, as the case 
may be, for the costs and expenses of such inspections. 

5.5 No Outside Storage.   
 
Lessee shall not store or permit the storage of goods, materials, equipment or property of any kind whatsoever 

upon the Premises unless such property is stored within buildings or structures located thereon or unless outside storage 
is specifically authorized under this Lease. 

5.6 Garbage Cans.   
 

Lessee shall provide and use garbage cans of proper size, and equipped with such covers as will prevent 
offensive odors from escaping from and the same and shall see that said garbage cans are thoroughly cleaned daily and 
are kept covered excepting such times as garbage is being deposited in them or they are being cleaned or emptied. 

6. Taxes. 

6.1 Real Property Taxes. 
 
 Lessor shall pay all general real property taxes attributable to the Premises. 
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6.2 Other Taxes. 
 

Lessee shall be responsible for and shall pay before delinquency all municipal, county or state taxes, levies and 
fees of every kind and nature, including, but not limited to, general or special assessments, assessed during the term of 
this Lease against any leasehold interest, leasehold improvement or personal property of any kind, owned by or placed in, 
upon or about the Premises by Lessee.  If such taxes, levies or fees are not separately assessed to Lessee, Lessee shall pay 
such taxes as Lessor shall direct from time to time: 
 

(a) Directly to the taxing authority in which event Lessor shall furnish or cause to be furnished 
the tax bill to Lessee and lessee shall pay such taxes semi-annually and at least twenty (20) days prior to the taxing 
authority’s delinquency date and furnish Lessor with written evidence satisfactory to Lessor that such taxes have been 
timely paid, such evidence to be furnished to Lessor at least ten (10) days prior to  the delinquency date. 
 

(b) To Lessor semi-annually and at least twenty (20) days prior to the taxing authority’s 
delinquency date in which event Lessor shall have furnished to Lessee a copy of the tax bill (if the Premises are 
separately assessed) or a copy of the calculation of Lessee’s proportionate share of the total property taxes attributable to 
the property of which the Premises are a part (if Premises are not separately assessed); or 
 

(c) To Lessor in monthly or other periodic installments as Lessor may specify, in which event 
Lessor shall have furnished to Lessee the basis for calculation of the periodic sums due. Any sums so paid to Lessor need 
not be impounded or segregated from other funds of Lessor and shall not be deemed to be held in trust for Lessee’s 
benefit, and no interest thereon shall be payable to Lessee. 
 

A reasonable determination by Lessor in good faith of the amount attributable to Lessee shall be 
conclusive and binding on Lessee. 
 

Should Lessee default in making any tax payment as required by this paragraph, the amount of such 
payment, together with any penalty or other charge incurred by Lessor to the taxing authority, shall be immediately due 
and payable by Lessee upon demand. 

6.3 Special Assessments. 
 

Notwithstanding anything to the contrary in this Lease, and regardless that Lessee is not obligated to pay general 
real property taxes, Lessee shall pay all special assessments, expressly including, but not limited to, sewer assessments, 
levied upon or with respect to the Premises by any governmental authority during the term of this Lease.   Such payments 
shall be made in accordance with the provisions of Paragraph 6.2, above. 

7. Maintenance, Repairs, Utility Installations, Trade Fixtures and Alterations. 

7.1 Lessee's Obligations. 
 

(a) Subject to the provisions of Paragraphs 2.2 (Condition), 5.3 (Applicable Requirements) , 7.2 
(Lessors Obligations), 9 (Damage or Destruction), and 13 (Condemnation), Lessee shall, at Lessee's sole cost and 
expense and at all times, keep the Premises and every part thereof in good order, condition and repair (whether or not 
such portion of the Premises requiring repair, or the means of repairing the same, are reasonably or readily accessible to 
Lessee, and whether or not the need for such repairs occurs as a result of Lessee's use, any prior use, the elements or the 
age of such portion of the Premises), including, without limiting the generality of the foregoing, all equipment or 
facilities specifically serving the Premises, such as plumbing, heating, air conditioning, ventilating, electrical, lighting 
facilities, boilers, fired or unfired pressure vessels, fire hose connections if within the Premises, fixtures, interior walls, 
interior surfaces of exterior walls, ceilings, floors, windows, doors, plate glass, and skylights, but excluding any items 
which are the responsibility of Lessor pursuant to Paragraph 7.2 below.  Lessee, in keeping the Premises in good order, 
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condition and repair, shall exercise and perform good maintenance practices.  Lessee's obligations shall include 
restorations, replacements or renewals when necessary to keep the Premises and all improvements thereon or a part 
thereof in good order, condition and state of repair. 
 

(b) Lessee shall, at Lessee's sole cost and expense, procure and maintain a contract, with copies to 
Lessor, in customary form and substance for and with a contractor specializing and experienced in the inspection, 
maintenance and service of the heating, air conditioning and ventilation system for the Premises.  However, Lessor 
reserves the right, upon notice to Lessee, to procure and maintain the contract for the heating, air conditioning and 
ventilating systems, and if Lessor so elects, Lessee shall reimburse Lessor, upon demand, for the cost thereof. 
 

(c) If Lessee fails to perform Lessee's obligations under this Paragraph 7.1, Lessor may enter 
upon the Premises after ten (10) days’ prior written notice to Lessee (except in the case of an emergency, in which case 
no notice shall be required), perform such obligations on Lessee's behalf, and put the Premises in good order, condition 
and repair, in accordance with Paragraph 12.2 below. 
 
  (d) Lessor may elect to perform any alteration work which is Lessee’s responsibility under 
Paragraph 5.3(b) at Lessee’s expense and may require such deposits from Lessee, in advance of commencing or 
continuing work, toward the cost of such alterations as Lessor in its discretion determines. 

7.2 Lessor's Obligations.   
 
Subject to the provisions of Paragraphs 2.2 (Condition), 5.3 (Applicable Requirements), 5 (Use), 7.1 (Lessee's 

Obligations), 9 (Damage or Destruction) and 13 (Condemnation), Lessor shall keep in good order, condition and repair 
the foundations, exterior walls, structural condition of interior bearing walls and exterior roof. Lessor shall not be 
obligated to paint the interior surfaces of exterior walls nor shall Lessor be obligated to maintain, repair or replace 
windows, doors or plate glass of the Premises.  Lessee expressly waives the benefit of any statute now or hereafter in 
effect which would otherwise afford Lessee the right to make repairs at Lessor's expense. 

 

7.3 Utility Installations, Trade Fixtures, Alterations. 
 

(a) Definitions; Consent Required.  The term "Utility Installations" is used in this Lease to refer 
to all air ducts, power panels, electrical distribution, security systems, fire protection systems, communications systems, 
lighting fixtures, heating, ventilating and air conditioning equipment, plumbing, and fencing in, on or about the Premises. 
The term "Trade Fixtures" shall mean Lessee's machinery and equipment which can be removed without doing material 
damage to the Premises.  The term "Alterations" shall mean any modification of the improvements on the Premises 
other than Utility Installations or Trade Fixtures. Lessee shall not make or cause to be made any Alterations or Utility 
Installations in, on, under or about the Premises without Lessor's prior written consent.  Lessee may, however, make non-
structural Utility Installations to the interior of the Premises (excluding the roof) without Lessor’s consent but upon 
notice to Lessor, so long as they are not visible from the outside of the Premises, do not involve puncturing, relocating or 
removing the roof or any existing walls, or changing or interfering with the fire sprinkler or fire detection systems and the 
cumulative cost thereof during the term of this Lease as extended does not exceed $10,000.00. 
 

(b) Consent.  Any Alterations or Utility Installations that Lessee shall desire to make and which 
require the consent of the Lessor shall be presented to Lessor in written form with detailed plans.  Lessee’s right to make 
Alterations or Utility Installations is further conditioned upon: (i) Lessee's acquiring all applicable permits required by 
governmental authorities; (ii) the furnishing of copies of such permits together with a copy of the plans and specifications 
for the Alteration or Utility Installation to Lessor prior to commencement of the work thereon; and (iii) the compliance by 
Lessee with all conditions of said permits in a prompt and expeditious manner.  Any Alterations or Utility Installations by 
Lessee during the term of this Lease shall be done in a good and workmanlike manner, with good and sufficient 
materials, and be in compliance with all Applicable Requirements.  Lessee shall promptly upon completion thereof 
furnish Lessor with as-built plans and specifications therefor. 
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(c) Lien Protection.  Lessee shall pay when due all claims for labor or materials furnished or 

alleged to have been furnished to or for Lessee at or for use on the Premises, which claims are or may be secured by any 
mechanic’s or materialmen’s lien against the Premises or any interest therein.  Lessee shall give Lessor not less than ten 
(10) days’ notice prior to the commencement of any work in, on, or about the Premises, and Lessor shall have the right to 
post notices of non-responsibility in or on the Premises as provided by law.  If Lessee shall, in good faith, contest the 
validity of any such lien, claim or demand, then Lessee shall, at its sole expense, defend and protect itself, Lessor and the 
Premises against the same and shall pay and satisfy any such adverse judgment that may be rendered thereon before the 
enforcement thereof against the Lessor or the Premises, or, at Lessor’s option, Lessee shall furnish to Lessor, upon 
demand, a surety bond satisfactory to Lessor, in an amount equal to one and one-half times the amount of such contested 
lien claim or demand, indemnifying Lessor against liability for the same, as required by law for the holding of the 
Premises free from the effect of such lien or claim.  In addition, Lessor may require Lessee to pay Lessor’s attorneys’ 
fees and costs in participating in such action if Lessor shall decide it is to its best interest to do so. 

7.4 Ownership, Removal, Surrender, and Restoration. 
 

(a) Ownership.  Subject to Lessor’s right to require their removal, all Alterations and Utility 
Installations made to the Premises by Lessee shall be the property of and owned by Lessee, but considered a part of the 
Premises.  Unless otherwise instructed per Subparagraph 7.4(b) hereof, all Lessee Owned Alterations and Utility 
Installations shall, at the expiration or earlier termination of this Lease, become the property of Lessor and remain upon 
the Premises and be surrendered with the Premises by Lessee.   

 
 

(b) Removal.  Unless otherwise agreed in writing, Lessor may require that any or all Lessee-
Owned Alterations or Utility Installations be removed by the expiration or earlier termination of this Lease, 
notwithstanding that their installation may have been consented to by Lessor.  Lessor may require the removal at any 
time of all or any part of any Alterations or Utility Installations made without the required consent of Lessor. 
 

(c) Surrender/Restoration.  Lessee shall surrender the Premises by the end of the last day of the 
Lease term or any earlier termination date, clean and free of debris and in good operating order, condition and state of 
repair, ordinary wear and tear excepted.  Ordinary wear and tear shall not include any damage or deterioration that would 
have been prevented by good maintenance practice or by Lessee’s performing all of its obligations under this Lease.  
Except as otherwise agreed or specified herein, the Premises, as surrendered, shall include the Alterations and Utility 
Installations.  The obligation of Lessee shall include the repair of any damage occasioned by the installation, maintenance 
or removal of Lessee's Trade Fixtures, furnishings, equipment, and Alterations and Utility Installations, as well as the 
removal of any storage tank installed by or for Lessee, and the removal, replacement, or remediation of any soil, material 
or ground water contaminated by Lessee, all as may then be required by Applicable Requirements and/or good practice.  
Lessee's Trade Fixtures shall remain the property of Lessee and shall be removed by Lessee subject to its obligation to 
repair and restore the Premises per this Lease. 

8. Insurance; Indemnity. 

8.1 Liability Policies.   
 

Lessee shall at all times during the term hereof, at its cost and expense, maintain in effect broad form 
comprehensive commercial general liability insurance with respect to the Premises and Lessee’s operations naming 
Lessor as an additional insured in the policy, and insuring Lessee's indemnity obligations under Paragraph 8.6 below, 
with a combined single limit for bodily injury (including death) and property damage of not less than  Two Million 
Dollars ($2,000,000) and a deductible not exceeding $2,500 per occurrence.  Said liability insurance shall be the primary 
and non-contributing insurance with respect to any other insurance available to Lessor and shall contain a provision that 
Lessor shall be entitled to recover under said policy for any loss, injury or damage to Lessor, its agents and employees or 
the property of said persons by reason of the negligence of Lessee.  In no event shall the limits of said policies be 
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considered as limiting the liability of Lessee under this Lease. Lessor shall have the right to require Lessee to increase the 
limits of the liability coverage not more frequently than once each eighteen (18) month period if in Lessor's opinion 
existing limits are not adequate, but in no event shall such increases exceed 25% of the previously required limits in any 
one eighteen (18) month period. 

8.2 Property Insurance.   
 
Lessee shall at all times during the term of this Lease, at its sole cost and expense, maintain in effect a policy or 

policies of insurance covering all of its stock of merchandise, furniture, fixtures, improvements and equipment now or at 
any time during the term of this Lease located within or upon the Premises with a reputable insurance company (see 
Paragraph 8.4, below) for the full insurable value of such stock or merchandise, furniture, fixtures, improvements and 
equipment providing protection against any peril included within the classification “Fire and Extended Coverage”, 
together with insurance against sprinkler damage (if applicable), vandalism and malicious mischief.  

8.3 Workers’ Compensation Insurance.   
 
Lessee shall maintain workers’ compensation insurance and employer’s liability insurance as required by the 

Applicable Requirements.  

8.4 Carriers.    
 
All insurance required to be carried by Lessee hereunder shall be with companies admitted to transact business 

in the State of California with a Best's Insurance Guide rating of not less than A-VII.  Copies of policies of such 
insurance or certificates evidencing such insurance shall be delivered to Lessor by Lessee prior to the commencement 
date of this Lease.  Thereafter and throughout the term of this Lease, evidence of renewal or replacement coverage 
meeting the requirements of this Lease shall be delivered to Lessor at least thirty (30) days prior to the expiration of the 
prior coverage.  No such policy shall be cancelable or the coverage reduced thereunder except after thirty (30) days' 
written notice to Lessor.  

8.5 Subrogation Waiver.    
 
With respect to any insurance maintained by Lessee pursuant to Sections 8.2 and 8.3, Lessee hereby waives all 

subrogation rights of its insurers, unless such waiver  would violate the terms and conditions of  such insurance policy, 
against Lessor or against the officers, employees, agents, representatives, customers and business visitors of Lessor for 
bodily injury or for loss of or damage to Lessee or its property or the property of others under its control, arising from 
any cause, including negligent acts, required to be insured against under Paragraphs 8.1 and 8.2 or actually insured 
against under any policy of insurance carried by Lessee, to the full extent of such insurance.  If Lessee is precluded from 
waiving its insurer's subrogation rights, Lessee shall procure from its property insurers and deliver to Lessor an express 
subrogation waiver, reading as follows: 
 

"Any right of subrogation this Company may have against the Santa Catalina Island 
Company, its officers, agents or employees is hereby waived." 

8.6 Waiver and Indemnity.
 

(a) The provisions of this Paragraph 8.6 are a material part of the consideration to Lessor for this 
Lease.  As used in this paragraph, the following terms shall have the meanings indicated:  (i)  "claims" includes all 
claims, demands, causes of action, legal actions and proceedings, arbitrations, and governmental administrative 
proceedings;  (ii)  "Lessor's affiliates" means Lessor's subsidiaries, parents, affiliated corporations, and the past, present 
and future shareholders, directors, officers, employees and agents of Lessor and Lessor's affiliates; (iii)  "liabilities"  
means judgments, losses, awards, damages, and expenses, including attorney's fees;  (iv)  "personal injury" means bodily 
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injury to or wrongful death of, Lessee, Lessee's members, directors, officers, shareholders, partners, employees, guests, 
other invitees of Lessee, or other persons.  (v)  "Premises-related" means arising in any manner from, or otherwise related 
to (A) the use or occupancy of the Premises by any person; (B) the condition of the Premises; (C) the use by Lessee, its 
members, directors, officers, shareholders, partners, employees, guests and other invitees of adjacent realty; (D) Lessee's 
failure to properly perform and otherwise observe all of its obligations under this Lease; or (E) any negligence or willful 
misconduct on the part of Lessee or Lessee's members, directors, officers, shareholders, partners,  guests, employees or 
other invitees;  (vi)  "property damage" means loss of, or damage to or interference with any real or personal property of 
Lessee or of Lessee's members, directors, officers, shareholders, partners, employees, guests, other invitees or other 
persons.  “Property damage” also includes all losses, injuries and invasions of legally protected interests other than 
personal injuries, including without limitation economic losses and liabilities for violations of Applicable Requirements. 
 

(b) Lessee assumes the risk of all Premises- related liabilities for personal injury and property 
damage and agrees that neither Lessor nor Lessor's affiliates shall be liable therefor. 
 

(c) Lessee waives all claims against Lessor and Lessor's affiliates for Premises-related personal 
injury and property damage.  The foregoing assumption of risk and waiver includes, without limitation, claims for 
personal injury and property damage arising from criminal assaults or other criminal acts of third parties.  Lessee waives 
all claims against Lessor and Lessor’s affiliates for lost profits or other consequential economic damages, regardless of 
the cause, in excess of  two hundred thousand dollars ($200,000) in the aggregate.   (d) Lessee indemnifies and agrees 
to hold Lessor and Lessor's affiliates entirely free and harmless from all claims for Premises-related personal injury and 
property damage, from all other claims allegedly arising from Lessee's failure to perform properly Lessee's obligations 
under this Lease, and from all liabilities resulting from such claims.  In the event of a claim against Lessor or Lessor's 
affiliates which is within the scope of this indemnity, Lessor shall tender the defense of same to Lessee who shall provide 
a defense through counsel reasonably satisfactory to Lessor and Lessee shall not make any admission of liability.  A 
settlement may be made without Lessor’s consent only if the settlement involves only the payment of money by Lessee 
and Lessor is afforded a full and complete release as part of the settlement.  Lessor and Lessee agree to give one another 
prompt written notice of any claim which appears to be within the scope of the foregoing indemnity, but no failure or 
delay on the part of Lessor to so notify Lessee shall absolve Lessee of its indemnity obligations unless substantial 
prejudice to Lessee results.  Lessor and Lessee further agree to cooperate reasonably, but without expense to Lessor, in 
the defense of any claim within the scope of the foregoing indemnity.  The foregoing indemnity shall survive the 
expiration or earlier termination of this Lease with respect to all claims based upon occurrences ante-dating the expiration 
or earlier termination of this Lease. 

 
(e) The protection afforded Lessor and Lessor's affiliates under the foregoing provisions of this Paragraph 8.6 is 
intended to include protection from claims arising from Lessor's  or Lessor’s affiliates’ negligence of any kind or degree, 
or that of any party for whose negligence Lessor or Lessor's affiliates are liable, except in the case where the limits of 
insurance required to be maintained or actually maintained, whichever limits are higher, by Lessee have been exhausted 
in which case Lessee shall not be obligated to indemnify Lessor or Lessor's affiliates from their active or gross 
negligence or willful misconduct or that of any person for which they are liable.  However, if a court of competent 
jurisdiction determines that such intended scope of protection is in excess of that permitted by applicable law, this 
Paragraph 8.6 shall be deemed to be amended automatically to reduce the scope of the protection afforded to Lessor and 
Lessor's affiliates to the maximum scope permitted by applicable law.  This provision shall govern any inconsistent 
severability provision of this Lease.  
 

(f) Lessee waives all claims against Lessor and Lessor's affiliates for any personal injury, 
property damage or interference with Lessee's quiet enjoyment of the Premises caused by other lessees or other lessees of 
other properties of Lessor. 
 

(g) The provisions of this Paragraph 8.6 shall survive and remain in full force and effect after the 
expiration or earlier termination of this Lease.  No termination, cancellation or release agreement entered into by Lessor 
and Lessee shall release Lessee from its indemnification obligations under this Lease, unless specifically so agreed by 
Lessor in writing at the time of such agreement. 
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8.7 Lessor Administered Programs.    
 
From time to time, during the term hereof, Lessor may elect, with Lessee's consent, to obtain on Lessee's behalf 

one or more of the policies of insurance or coverages required to be obtained by Lessee under this Article 8 provided that 
Lessee need only pay for such insurance up to the amount that it would have had to pay if it had secured the 
aforementioned policies of insurance or coverages itself.  In the event Lessor so elects, Lessee shall be relieved of its 
obligation to obtain that particular type of policy or coverage.  Lessee agrees to reimburse Lessor therefore up to the 
amount that Lessee would have paid for that particular type of policy or coverage had it secured the aforementioned 
policy or coverage itself within ten (10) days of receipt of written notice from Lessor.  In the event any such policy or 
coverage is obtained on a group basis (i.e., properties in addition to the Premises demised under this Lease are insured 
under the policy), Lessor shall allocate an equitable portion of the premium to Lessee and such allocation shall be 
conclusive and binding on Lessee.  With respect to any coverage so procured by Lessor in lieu of the coverage otherwise 
required by Paragraph 8.2 above, Lessor makes no representation or warranty concerning the adequacy of such coverage 
to protect Lessee's interests and Lessor shall have no liability in the event such coverage is inadequate.  Lessee shall 
procure and maintain at its expense any excess coverage Lessee deems necessary to protect its interests. 

9. Damage or Destruction. 

9.1 Definitions. 
 

(a) "Premises Partial Damage" shall mean damage or destruction to the Premises, other than 
Lessee-Owned Alterations and Utility Installations, the repair cost of which damage or destruction is less than fifty 
percent (50%) of the then Replacement Cost of the Premises (excluding Lessee’s Alterations and Utility Installations and 
Trade Fixtures) immediately prior to such damage or destruction. 
 

(b) "Premises Total Destruction" shall mean damage or destruction to the Premises, other than 
Lessee’s Alterations and Utility Installations, the repair cost of which damage or destruction is fifty percent (50%) or 
more of the then Replacement Cost of the Premises (excluding Lessee’s Alterations and Utility Installations and Trade 
Fixtures) immediately prior to such damage or destruction.  In addition, if the Premises are located in a multi-tenant 
building (the “Building”) damage or destruction to the Building, other than Alterations and Utility Installations and Trade 
Fixtures of any lessees of the Building, the cost of which damage or destruction is fifty percent (50%) or more of the then 
Replacement Cost (excluding Alterations and Utility Installations and Trade Fixtures of any lessees of the Building) of 
the Building shall, at the option of Lessor, be deemed to be Premises Total Destruction. 
 

(c) "Insured Loss" shall mean damage or destruction to the Premises, other than Lessee’s 
Alterations and Utility Installations and Trade Fixtures, which was caused by an event covered by property insurance 
maintained by Lessor irrespective of any deductible amounts or coverage limits involved. 
 

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

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

9.2 Premises Partial Damage - Insured Loss.   
 
If Premises Partial Damage that is an Insured Loss occurs, then Lessor shall, at Lessor's expense, repair such 

damage (but not Lessee's Trade Fixtures or Lessee-Owned Alterations and Utility Installations) as soon as reasonably 
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possible and this Lease shall continue in full force and effect.  In the event, however, that there is a shortage of insurance 
proceeds and such shortage is due to the fact that, by reason of the unique nature of the improvements in the Premises, 
full replacement cost insurance coverage was not commercially reasonable and available, Lessor shall have no obligation 
to pay for the shortage in insurance proceeds or to fully restore the unique aspects of the Premises unless Lessee provides 
Lessor with the funds to cover same, or  satisfactory assurance thereof, within ten (10) days following receipt of written 
notice of such shortage and request therefor.  If Lessor receives said funds or  satisfactory  assurance thereof within said 
ten (10) day period, Lessor shall complete them as soon as reasonably possible and this Lease shall remain in full force 
and effect.  If Lessor does not receive such funds or assurance within said period, Lessor may nevertheless elect by 
written notice to Lessee within ten (10) days thereafter to make such restoration and repair as is commercially reasonable 
with Lessor paying any shortage in proceeds, in which case this Lease shall remain in full force and effect.  If Lessor 
does not receive such funds or assurance within such ten (10) day period, and if Lessor does not so elect to restore and 
repair, then this Lease shall terminate sixty (60) days following the occurrence of the damage or destruction.  Unless 
otherwise agreed, Lessee shall in no event have any right to reimbursement from Lessor for any funds contributed by 
Lessee to repair any such damage or destruction.  Premises Partial Damage due to flood or earthquake shall be subject to 
Paragraph 9.3 rather than Paragraph 9.2, notwithstanding that there may be some insurance coverage, but the net 
proceeds of any such insurance shall be made available for the repairs if made by either Party. 

9.3 Partial Damage - Uninsured Loss.   
 

If Premises Partial Damage that is not an Insured Loss occurs, unless caused by a negligent or willful act of 
Lessee (in which event Lessee shall make the repairs at Lessee's expense and this Lease shall continue in full force and 
effect), Lessor may, at Lessor's option, either (i) repair such damage as soon as reasonably possible at Lessor's expense, 
in which event this Lease shall continue in full force and effect, or (ii) give written notice to Lessee within thirty (30) 
days after receipt by Lessor of knowledge of the occurrence of such damage of Lessor's desire to terminate this Lease as 
of the date sixty (60) days following the date of such notice unless the reason for the lack of insurance coverage is that 
Lessor chose not to purchase cost insurance coverage that was commercially reasonable and available.  In the event 
Lessor elects to give such notice of Lessor's intention to terminate this Lease, Lessee shall have the right within ten (10) 
days after the receipt of such notice to give written notice to Lessor of Lessee's commitment to pay for the repair of such 
damage totally at Lessee's expense and without reimbursement from Lessor.  Lessee shall provide Lessor with the 
required funds or satisfactory assurance thereof within thirty (30) days following such commitment from Lessee.  In such 
event this Lease shall continue in full force and effect, and Lessor shall proceed to make such repairs as soon as 
reasonably possible after the required funds are available.  If Lessee does not give such notice and provide the funds or 
assurance thereof within the times specified above, this Lease shall terminate as of the date specified in Lessor's notice of 
termination.   

9.4 Total Destruction.   
 
Notwithstanding any other provision hereof, if Premises Total Destruction occurs (including any destruction 

required by any authorized public authority), this Lease shall terminate sixty (60) days following the date of such 
Premises Total Destruction, whether or not the damage or destruction is an Insured Loss or was caused by a negligent or 
willful act of Lessee.  In the event, however, that the damage or destruction was caused by Lessee, Lessor shall have the 
right to recover Lessor's damages from Lessee. 

9.5 Damage Near End of Term.   
 
If at any time during the last six (6) months of the term of this Lease there is damage for which the cost to repair 

exceeds one month's Base Rent, whether or not an Insured Loss, Lessor may, at Lessor's option, terminate this Lease 
effective sixty (60) days following the date of occurrence of such damage by giving written notice to Lessee of Lessor's 
election to do so within thirty (30) days after the date of occurrence of such damage.  Provided, however, if Lessee at that 
time has an exercisable option to extend this Lease, then Lessee may preserve this Lease by (a) exercising such option, 
and (b) providing Lessor with any shortage in insurance proceeds (or adequate assurance thereof) needed to make the 
repairs on or before the earlier of (i) the date which is ten (10) days after Lessee's receipt of Lessor's written notice 
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purporting to terminate this Lease, or (ii) the day prior to the date upon which such option expires.  If Lessee duly 
exercises such option during such period and provides Lessor with funds (or adequate assurance thereof) to cover any 
shortage in insurance proceeds, Lessor shall, at Lessor's expense, repair such damage as soon as reasonably possible and 
this Lease shall continue in full force and effect.  If Lessee fails to exercise such option and provide such funds or 
assurance during such period, then this Lease shall terminate as of the date set forth in the first sentence of this Paragraph 
9.5. 

9.6 Abatement of Rent; Lessee's Remedies. 
 

In the event of (i) Premises Damage or (ii) Hazardous Substance Condition not caused by Lessee, its employees, 
agents or invitees, the Base Rent, payable by Lessee hereunder for the period during which such damage or condition, its 
repair, remediation or restoration continue, shall be abated in proportion to the degree to which Lessee’s use of the 
Premises is impaired.  Except for abatement of Base Rent, as aforesaid, all other obligations of Lessee hereunder shall be 
performed by Lessee, and Lessee shall have no claim against Lessor for any damage suffered by reason of any loss of use 
of the Premises during suchrepair, remediation or restoration period unless such Premises Damage or Hazardous 
Substance condition was due to a grossly negligent or willful act of Lessor.   

9.7 Hazardous Substance Conditions.   
 
If a Hazardous Substance Condition occurs, unless caused by Lessee, its employees, agents or invitees (in which 

case Lessee shall make the investigation and remediation thereof required by Applicable Requirements and this Lease 
shall continue in full force and effect, but subject to Lessor's rights under Paragraph 5.2 and Paragraph 12), Lessor may, 
at Lessor's option, either (i) investigate and remediate such Hazardous Substance Condition, if required, as soon as 
reasonably possible at Lessor's expense, in which event this Lease shall continue in full force and effect, or (ii) if the 
estimated cost to investigate and remediate such condition exceeds six (6) times the then monthly Base Rent or $25,000, 
whichever is less, give written notice to Lessee within thirty (30) days after receipt by Lessor of knowledge of the 
occurrence of such Hazardous Substance Condition of Lessor's desire to terminate this Lease as of the date sixty (60) 
days following the date of such notice.  In the event Lessor elects to give such notice of Lessor's intention to terminate 
this Lease, Lessee shall have the right within ten (10) days after the receipt of such notice to give written notice to Lessor 
of Lessee's commitment to pay for the excess costs of (a) investigation and remediation of such Hazardous Substance 
Condition to the extent required by Applicable Requirements, over (b) an amount equal to six (6) times the then monthly 
Base Rent or $25,000, whichever is less.  Lessee shall provide Lessor with the funds required of Lessee or satisfactory 
assurance thereof within thirty (30) days following said commitment by Lessee.  In such event this Lease shall continue 
in full force and effect, and Lessor shall proceed to make such investigation and remediation as soon as reasonably 
possible after the required funds are available.  If Lessee does not give such notice and provide the required funds or 
assurance thereof within the time period specified above, this Lease shall terminate as of the date specified in Lessor's 
notice of termination. 

9.8 Termination - Advance Payments.   
 
Upon termination of this Lease pursuant to this Article 9, Lessor shall return to Lessee any advance payment 

made by Lessee to Lessor and so much of Lessee's Security Deposit as has not been, or is not then required to be, used by 
Lessor under the terms of this Lease. 

9.9 Waiver of Statutes.   
 
Lessor and Lessee agree that the terms of this Lease shall govern the effect of any damage to or destruction of 

the Premises and the Building with respect to the termination of this Lease and hereby waive the provisions of any 
present or future statute to the extent it is inconsistent herewith. 
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10. Utilities.   
 

Lessee shall pay for all water, gas, salt water, heat, light, power, telephone, trash disposal and other utilities and 
services supplied to the Premises, together with any taxes thereon.  If any such services are not separately metered to 
Lessee, Lessee shall pay a proportion, to be determined by Lessor, of all charges jointly metered.  Lessor's good faith 
reasonable determination of Lessee's portion shall be conclusive and binding.    

11.  Assignment and Subletting. 

11.1 Lessor's Consent Required. 
 

(a) Lessee shall not voluntarily or by operation of law assign, transfer, mortgage or encumber 
(collectively, "assign or assignment") or sublet or permit anyone other than Lessee and its employees to use or occupy 
(collectively, “sublet or sublease”) all or any part of Lessee's interest in this Lease or in the Premises without Lessor's 
prior written consent which Lessor may grant or withhold in its sole and absolute discretion, except if the Lessee is a 
company or co-operative comprised of members who independently own and/or operate grocery stores, it may assign or 
sublet the Lease to ____________________, but no other sublease or assignment shall be permitted without Lessor’s 
prior written consent as aforesaid.  
 

(b) A change in the control of Lessee shall constitute an assignment requiring consent.  The 
transfer, on a cumulative basis, of twenty-five percent (25%) or more of the voting control of Lessee shall constitute a 
change in control for this purpose.  

  
(c) Intentionally omitted.   

 
(d) An assignment or  sublease without consent shall, at Lessor's option, be a Default curable after 

notice per Paragraph 12.1(d), or a noncurable Breach without the necessity of any notice and grace period.  If Lessor 
elects to treat such unapproved assignment or  sublease as a noncurable Breach, Lessor may either: (i) terminate this 
Lease, or (ii) upon thirty (30) days written notice, increase the monthly Base Rent to one hundred ten percent (110%) of 
the Base Rent then in effect.  Further, in the event of such Breach and rental adjustment, all fixed and non-fixed rental 
adjustments scheduled during the remainder of the Lease term shall be increased to one hundred ten percent (110%) of 
the scheduled adjusted rent. 
 
  (e) Notwithstanding the foregoing, allowing a de minimus portion of the Premises, i.e., 20 square 
feet or less, to be used by a third party vendor in connection with the installation of a vending machine shall not require 
Lessor’s consent. 
 
   

11.2 Terms and Conditions Applicable to Assignment and Subletting. 
 

(a) Regardless of Lessor’s consent, any assignment or  sublease shall not (i) be effective without 
the express written assumption by such assignee or sublessee of the obligations of Lessee under this Lease, (ii) release 
Lessee of any obligations hereunder, nor (iii) alter the primary liability of Lessee for the payment of Base Rent and other 
sums due Lessor hereunder or for the performance of any other obligations to be performed by Lessee under this Lease. 
 

(b) Lessor may accept any rent or performance of Lessee's obligations from any person other than 
Lessee pending approval or disapproval of an assignment.  Neither a delay in the approval or disapproval of such 
assignment nor the acceptance of any rent for performance shall constitute a waiver or estoppel of Lessor's right to 
exercise its remedies for the Default or Breach by Lessee of any of the terms, covenants or conditions of this Lease. 
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(c) The consent of Lessor to any assignment or sublease shall not constitute a consent to any 
subsequent assignment or sublease by Lessee or to any subsequent or successive assignment or  sublease by the assignee 
or sublessee.  However, Lessor may consent to subsequent  subleases and assignments of the sublease or any 
amendments or modifications thereto without notifying Lessee or anyone else liable under this Lease or the sublease and 
without obtaining their consent, and such action shall not relieve such persons from liability under this Lease or the 
sublease.   

 
(d) In the event of any Default or Breach of Lessee's obligation under this Lease, Lessor may 

proceed directly against Lessee or anyone else responsible for the performance of the Lessee's obligations under this 
Lease, including any sublessee, without first exhausting Lessors remedies against any other person or entity responsible 
therefor to Lessor, or any security held by Lessor. 

 
(e) Any assignee of, or sublessee under, this Lease shall, by reason of accepting such assignment 

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

(f) In connection with any request for Lessor's consent under this Paragraph 11.2,  
(g) and other out-of-pocket expenses incurred in dealing with the proposed assignment or 

sublease not to exceed $1,000 in the aggregate.   
 

11.3 Additional Terms and Conditions Applicable to Subletting.   
 
The following terms and conditions shall apply to any subletting by Lessee of all or any part of the Premises and 

shall be deemed included in all subleases under this Lease whether or not expressly incorporated therein: 
 

(a) Lessee hereby assigns and transfers to Lessor all of Lessee's interest in all rentals and income 
arising from any sublease of all or a portion of the Premises heretofore or hereafter made by Lessee save only for the 
customary fee, not to exceed five (5) percent of the Base Rent due under this Lease, that a Lessee charges one of its 
members to assign it the lease in the event that the Lessee is a cooperative or company comprised of independent grocery 
store owner/operators, and Lessor may collect such rent and income and apply same toward Lessee's obligations under 
this Lease; provided, however, that until a Breach (as defined in Paragraph 12.1) shall occur in the performance of 
Lessee's obligations under this Lease, Lessee may, except as otherwise provided in this Lease, receive, collect and enjoy 
the rents accruing under such sublease.  Lessor shall not, by reason of the foregoing provision or any other assignment of 
such sublease to Lessor, nor by reason of the collection of the rents from a sublessee, be deemed liable to the sublessee 
for any failure of Lessee to perform and comply with any of Lessee's obligations to such sublessee under such Sublease.  
Lessee hereby irrevocably authorizes and directs any such sublessee, upon receipt of a written notice from Lessor stating 
that a Breach exists in the performance of Lessee's obligations under this Lease, to pay to Lessor the rents and other 
charges due and to become due under the sublease save only for the customary fee, not to exceed five (5) percent of the 
Base Rent due under this Lease, that a Lessee charges one of its members to assign it the lease in the event that the 
Lessee is a cooperative or company comprised of independent grocery store owner/operators,.  Sublessee shall rely upon 
any such statement and request from Lessor and shall pay such rents and other charges to Lessor without any obligation 
or right to inquire as to whether such Breach exists and notwithstanding any notice from or claim from Lessee to the 
contrary.  Lessee shall have no right or claim against such sublessee, or, until the Breach has been cured, against Lessor, 
for any such rents and other charges so paid by said sublessee to Lessor. 
 

(b) In the event of a Breach by Lessee in the performance of its obligations under this Lease, 
Lessor, at its option and without any obligation to do so, may require any sublessee to attorn to Lessor, in which event 
Lessor shall undertake the obligations of the sublessor under such sublease from the time of the exercise of said option to 
the expiration of such sublease; provided, however, Lessor shall not be liable for any prepaid rents or security deposit 
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paid by such sublessee to such sublessor or for any other prior defaults or breaches of such sublessor under such 
sublease. 
 

(c) Any matter or thing requiring the consent of the sublessor under a sublease that involves a 
provision of the Lease itself shall also require the consent of Lessor herein.   
 

(d) No sublessee under a sublease approved by Lessor shall further assign or sublet all or any part 
of the Premises without Lessors prior written consent. 
 

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

 
 

12.  Default; Breach; Remedies. 

12.1 Default; Breach.   
 

Lessor and Lessee agree that if an attorney is consulted by Lessor in connection with a Lessee Default or Breach 
(as hereinafter defined), $350.00 is a reasonable minimum sum per such occurrence for legal services and costs in the 
preparation and service of a notice of Default, and that Lessor may include the cost of such services and costs in said 
notice as rent due and payable to cure said default.  A "Default" by Lessee is defined as a failure by Lessee to observe, 
comply with or perform any of the terms, covenants, conditions or rules applicable to Lessee under this Lease.  A 
"Breach" by Lessee is defined as the occurrence of any one or more of the following Defaults, and, where a grace 
period for cure after notice is specified herein, the failure by Lessee to cure such Default prior to the expiration of the 
applicable grace period, and shall entitle Lessor to pursue the remedies set forth in Paragraphs 12.2 and/or 12.3: 
 

(a) The vacating of the Premises without the intention to reoccupy same, or the abandonment of 
the Premises. 
 

(b) Except as expressly otherwise provided in this Lease, the failure by Lessee to make any 
payment of Base Rent, or any other monetary payment required to be made by Lessee hereunder when due, the failure by 
Lessee to provide Lessor with reasonable evidence of insurance or surety bond required under this Lease, or the failure of 
Lessee to fulfill any obligation under this Lease which endangers or threatens life or property, where such failure 
continues for a period of five (5) days following receipt or deemed receipt of written notice thereof by or on behalf of 
Lessor to Lessee.   
 

(c) Except as expressly otherwise provided in this Lease, the failure by Lessee to provide Lessor 
with reasonable written evidence (in duly executed original form, if applicable) of (i) compliance with Applicable 
Requirements per Paragraph 5.3, (ii) the inspection, maintenance and service contracts required under Paragraph 7.1(b), 
(iii) the rescission of an unauthorized assignment or subletting per Paragraph 11.1, (iv) an Offset Statement per Paragraph 
44.1, (v) the subordination or non-subordination of this Lease per Paragraph 26, (vi) the execution of any document 
requested under Paragraph 37 (easements), or (vii) any other documentation or information which Lessor may reasonably 
require of Lessee under the terms of this Lease, where any such failure continues for a period of ten (10) days following 
receipt or deemed receipt of written notice by Lessee.   
 

(d) A Default by Lessee as to the terms, covenants, conditions or provisions of this Lease, or of 
the rules adopted under Paragraph 35 hereof that are to be observed, complied with or performed by Lessee, other than 
those described in Subparagraphs 12.1(a), (b) or (c), above, where such Default continues for a period of ten (10) days 
after receipt or deemed receipt of written notice thereof by Lessee from or on behalf of Lessor; provided, however, that if 
the nature of Lessee’s default is such that more than ten (10) days are reasonably required for its cure, then it shall not be 
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deemed to be a Breach of this Lease by Lessee if Lessee commences such cure within said ten (10) day period and 
thereafter diligently prosecutes such cure to completion. 
 

(e) The occurrence of any of the following events: (i) the making by Lessee or any Guarantor of 
any general arrangement or assignment for the benefit of creditors; (ii) Lessee’s or a Guarantor’s becoming a “debtor” as 
defined in 11 U.S. Code §101 or any successor statute thereto (unless, in the case of a petition filed against Lessee or a 
Guarantor, the same is dismissed within sixty (60) days); (iii) the appointment of a trustee or receiver to take possession 
of substantially all of Lessee’s assets located at the Premises or of Lessee’s interest in this Lease, where possession is not 
restored to Lessee within thirty (30) days; or (iv) the attachment, execution or other judicial seizure of substantially all of 
Lessee’s assets located at the Premises or of Lessee’s interest in this Lease, where such seizure is not discharged within 
thirty (30) days; provided, however, in the event that any provision of this Subparagraph 12.1(e) is contrary to any 
applicable law, such provision shall be of no force or effect, and shall not affect the validity of the remaining provisions.  
The foregoing notwithstanding, no default shall occur with respect to an event under (i) or (ii) involving a Guarantor 
unless Lessor reasonably determines that the effect is to impair Lessor’s security for the performance of Lessee’s 
obligations under this Lease and Lessee fails to provide equivalent replacement security, in Lessor’s reasonable opinion, 
within thirty (30) days after written notice to Lessee that the security has been so impaired and that replacement security 
is required.  Without limiting what might constitute equivalent replacement security, the guaranty of a person having at 
least an equal net worth and liquidity of the Guarantor being replaced or an additional security deposit equal to six (6) 
months Base Rent is deemed to be equivalent replacement security. 
 
 

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

The notices permitted to be given by Lessor under this Paragraph 12.1 shall constitute, and shall not be in 
addition to, the notices required by California Code of Civil Procedure §1161. 

12.2 Remedies.   
 
If Lessee fails to perform any affirmative duty or obligation of Lessee under this Lease, within ten (10) days 

after written notice to Lessee (or in case of an emergency, without notice), Lessor may at its option (but without 
obligation to do so), perform such duty or obligation on Lessee's behalf, including, but not limited to, the obtaining of 
reasonably required bonds, insurance policies, or governmental licenses, permits or approvals.  The costs and expenses of 
any such performance by Lessor shall be due and payable by Lessee to Lessor upon receipt of invoice therefor. If any 
check given to Lessor by Lessee shall not be honored by the bank upon which it is drawn, Lessor, at its own option, may 
require all future payments to be made under this Lease by Lessee to be made only by cashier's check.  In the event of a 
Breach of this Lease by Lessee (as defined in Paragraph 12.1), with or without further notice or demand, and without 
limiting Lessor in the exercise of any right or remedy which Lessor may have by reason of such Breach, Lessor may: 
 

(a) Terminate Lessee's right to possession of the Premises by any lawful means, in which case 
this Lease and the term hereof shall terminate and Lessee shall immediately surrender possession of the Premises to 
Lessor.  In such event Lessor shall be entitled to recover from Lessee: (i) the worth at the time of the award of the unpaid 
rent which had been earned at the time of termination; (ii) the worth at the time of award of the amount by which the 
unpaid rent which would have been earned after termination until the time of award exceeds the amount of such rental 
loss that the Lessee proves could have been reasonably avoided; (iii) the worth at the time of award of the amount by 
which the unpaid rent for the balance of the term after the time of award exceeds the amount of such rental loss that the 
Lessee proves could be reasonably avoided; and (iv) any other amount necessary to compensate Lessor for all the 
detriment proximately caused by the Lessee's failure to perform its obligations under this Lease or which in the ordinary 
course of things would be likely to result therefrom, including, but not limited to, the cost of recovering possession of the 
Premises, expenses of reletting, including necessary renovation and alteration of the Premises, reasonable attorneys' fees, 
and that portion of any leasing commission paid by Lessor in connection with this Lease applicable to the unexpired term 
of this Lease.  The worth at the time of award of the amount referred to in provision (iv) of the immediately preceding 
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sentence shall be computed by discounting such amount at the discount rate of the Federal Reserve Bank of San 
Francisco or the Federal Reserve Bank District in which the Premises are located at the time of award plus one percent 
(1%).  Efforts by Lessor to mitigate damages caused by Lessee's Default or Breach of this Lease shall not waive Lessor's 
right to recover damages under this Paragraph 12.2. If termination of this Lease is obtained through the provisional 
remedy of unlawful detainer, Lessor shall have the right to recover in such proceeding the unpaid rent and damages as are 
recoverable therein, or Lessor may reserve the right to recover all or any part thereof in a separate suit for such rent 
and/or damages.  If a notice and grace period required under Subparagraphs 12.1 (b), (c) or (d) was not previously given, 
a notice to pay rent or quit, or to perform or quit, as the case may be, given to Lessee under any statute authorizing the 
forfeiture of leases for unlawful detainer shall also constitute the applicable notice for grace period purposes required by 
Subparagraph 12.1 (b), (c) or (d).  In such case, the applicable grace period under the unlawful detainer statute shall run 
concurrently after the one such statutory notice, and the failure of Lessee to cure the Default within the greater of the two 
(2) such grace periods shall constitute both an unlawful detainer and a Breach of this Lease entitling Lessor to the 
remedies provided for in this Lease and/or by said statute. 
 

(b) Continue the Lease and Lessee's right to possession in effect (in California under California 
Civil Code §1951.4) after Lessee's Breach and recover the rent as it becomes due. If Lessor elects this remedy, Lessee 
shall have the right to assign this Lease or sublet the Premises with Lessor’s prior written consent, not to be withheld 
unreasonably, notwithstanding any other provision of this lease to the contrary.  Lessor and Lessee agree that the 
limitations on assignment and subletting in this Lease are reasonable.  Acts of maintenance or preservation, efforts to 
relet the Premises, or the appointment of a receiver to protect the Lessors interest under this Lease, shall not constitute a 
termination of the Lessee's right to possession. 
 

(c) Pursue any other remedy now or hereafter available to Lessor under the laws or judicial 
decisions of the state wherein the Premises are located. 
 

(d) The expiration or termination of this Lease and/or the termination of Lessee's right to 
possession shall not relieve Lessee from liability under any indemnity provisions of this Lease as to matters occurring or 
accruing during the term hereof or by reason of Lessee's occupancy of the Premises. 

12.3 Inducement Recapture in Event of Breach.   
 

Any agreement by Lessor for free or abated rent or other charges applicable to the Premises, or for the giving or 
paying by Lessor to or for Lessee of any cash or other bonus, inducement or consideration for Lessee's entering into this 
Lease, all of which concessions are hereinafter referred to as "Inducement Provisions" shall be deemed conditioned 
upon Lessee's full and faithful performance of all of the terms, covenants and conditions of this Lease to be performed or 
observed by Lessee during the term hereof as the same may be extended.  Upon the occurrence of a Breach (as defined in 
Paragraph 12.1) of this Lease by Lessee, any such Inducement Provision shall automatically be deemed deleted from this 
Lease and of no further force or effect, and any rent, other charge, bonus, inducement or consideration theretofore abated, 
given or paid by Lessor under such an Inducement Provision shall be immediately due and payable by Lessee to Lessor, 
and recoverable by Lessor, as additional rent due under this Lease, notwithstanding any subsequent cure of said Breach 
by Lessee.  The acceptance by Lessor of rent or the cure of the Breach which initiated the operation of this Paragraph 
12.3 shall not be deemed a waiver by Lessor of the provisions of this Paragraph 12.3 unless specifically so stated in 
writing by Lessor at the time of such acceptance. 

12.4 Breach by Lessor.   
 

Lessor shall not be deemed in breach of this Lease unless Lessor fails within a reasonable time to perform an 
obligation required to be performed by Lessor.  For purposes of this Paragraph, a reasonable time shall in no event be less 
than twenty (20) days after receipt or deemed receipt by Lessor, and by any Lender(s) whose name and address shall 
have been furnished to Lessee in writing for such purpose, of written notice specifying wherein such obligation of Lessor 
has not been performed; provided, however, that if the nature of Lessor's obligation is such that more than twenty (20) 
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days after such notice is reasonably required for its performance, then Lessor shall not be in breach of this Lease if 
performance is commenced within such twenty (20) day period and thereafter diligently pursued to completion.   

13.  Condemnation.   
 

If the Premises or any portion thereof are taken under the power of eminent domain or sold under the threat of 
the exercise of said power (all of which are herein called "condemnation"), this Lease shall terminate as to the part so 
taken as of the date the condemning authority takes title or possession, whichever first occurs.  If more than ten percent 
(10%) of the floor area of the Premises is taken by condemnation, Lessor or Lessee may, at its option, (to be exercised in 
writing within ten (10) days after the condemning authority shall have taken possession) terminate this Lease as of the 
date the condemning authority takes such possession.  If Lessor or Lessee does not terminate this Lease in accordance 
with the foregoing, this Lease shall remain in full force and effect as to the portion of the Premises remaining, except that 
the Base Rent shall be reduced in the same proportion as the rentable floor area of the Premises taken bears to the total 
rentable floor area of the Premises.  No reduction of Base Rent shall occur if the condemnation does not apply to any 
portion of the Premises.  Any award for the taking of all or any part of the Premises under the powers of eminent domain 
or any payment made under threat of the exercise of such power shall be the property of Lessor, whether such award 
shall be made as compensation for any bonus value of the leasehold or for the taking of the fee, or as severance damages; 
provided, however, that Lessee shall be entitled to any compensation, separately awarded to Lessee for Lessee’s 
relocation expenses and/or loss of Lessee’s Trade Fixtures or goodwill.  In the event that this Lease is not terminated by 
reason of such condemnation, Lessor shall to the extent  of its net severance damages received, repair any damage to the 
Premises caused by such condemnation authority.  Lessee shall be responsible for the payment of any amount in excess 
of such net severance damages required to complete such repair, or Lessee may elect to terminate this Lease under 
paragraph 46.3. 

14. Lessor's Liability.   
 

The term "Lessor" as used herein shall mean the owner or owners at the time in question of the fee title to the 
Premises.  In the event of a transfer of Lessor's title or interest in the Premises or in this Lease, the prior Lessor shall be 
relieved of all liability with respect to the obligations and/or covenants under this Lease thereafter to be performed by the 
Lessor.  Subject to the foregoing, the obligations and/or covenants in this Lease to be performed by the Lessor shall be 
binding only upon the Lessor as hereinabove defined. 

15.  Severability.   
 

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

16.  Interest on Past-Due Obligations.   
 

Any monetary payment due Lessor hereunder, other than late charges, not received by Lessor within fourteen 
(14) days following the date on which it was due (“delinquency date”), shall bear interest from the delinquency date at 
the "prime rate" of interest  as published in  The Wall Street Journal on the date the payment became due or, if not 
published on that date, on the next publication date, plus four percent (4%) per annum, but not exceeding the maximum 
rate allowed by law, in addition to the late charge provided for in Paragraph 4.4.  

17.  Time of Essence.   
 

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

All monetary obligations of Lessee to Lessor under the terms of this Lease are deemed to be Rent. 

19. Notices. 

19.1 Notice Requirements.   
 

All notices required or permitted by this Lease shall be in writing and may be delivered in person (by hand or by 
messenger or courier service) or may be sent by  certified mail, return receipt requested, with postage prepaid,  and shall 
be deemed received  if served in a manner specified in this Paragraph 19.  The addresses noted adjacent to a Party's 
signature on this Lease shall be that Party's address for delivery or mailing of notice purposes.  Either Party may by 
written notice to the other specify a different address for notice purposes, except that upon Lessee's taking possession of 
the Premises, the Premises shall constitute Lessee's address for the purpose of mailing or delivering notices to Lessee.  A 
copy of all notices required or permitted to be given to Lessor hereunder shall be concurrently transmitted to such party 
or parties at such addresses as Lessor may from time to time hereafter designate by written notice to Lessee.  A party 
giving notice shall also give notice under this Article 19 to the California Attorney General at the address specified here 
or at such other address as the Attorney General may specify by notice to the parties: Emilio Varanini, Esq., Deputy 
Attorney General, Antitrust Section, Public Rights Division, California Attorney General’s Office 300 South Spring 
Street, Los Angeles, Ca. 90013. 

19.2 Date of Notice.   
 

Any notice sent by registered or certified mail, return receipt requested, shall be deemed given on the date of 
delivery shown on the receipt card, or if no delivery date is shown, the postmark thereon.    Notices delivered by United 
States Express Mail or overnight courier that guarantees next day delivery shall be deemed given twenty-four (24) hours 
after delivery of the same to the United States Postal Service or courier.    If notice is received on a Saturday or a Sunday 
or a legal holiday, it shall be deemed received on the next business day. 

20.  Waivers.   
 

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

21. Non-Recording.   
 

Neither this Lease nor any memorandum hereof shall be recorded. 

22. Holdover.   
 



JANUARY 4, 2006 

 
 Initials: ________ 
 ________ 
 
  22

If Lessee remains in possession of the Premises after the expiration of the term of the Lease with the written 
consent of Lessor, such holding over shall not operate as a renewal of this Lease, but shall create a month-to-month 
tenancy, terminable by either party upon thirty (30) days’ written notice to the other, on the same terms and conditions as 
contained herein except that monthly rent equal to 125% the monthly Base Rent for the last year of the term of this Lease 
shall be paid in advance on the first day of each month.  Any holdover without Lessor’s written consent shall constitute a 
tenancy at sufferance. 

23. Cumulative Remedies.   
 

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

24. Covenants and Conditions; Construction of Agreement.   
 

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

25. Binding Effect; Choice of Law.   
 

This Lease shall be binding upon the Parties, their personal representatives, successors and assigns and be 
governed by the laws of the State of California.  Any litigation between the Parties hereto concerning this Lease shall be 
initiated in Los Angeles County. 

26. Subordination; Attornment; Non-Disturbance. 

26.1 Subordination.   
 
This Lease and any Option granted hereby shall, at the option of any lender (“Lender”) to Lessor or ground 

Lessor, be subject and subordinate to any ground lease, mortgage, deed of trust, or other hypothecation or security device 
(collectively, "Security Device"), now or hereafter placed upon the Premises, to any and all advances made on the 
security thereof, and to all renewals, modifications, and extensions thereof, provided that the Lender shall have provided 
to Lessee a commercially reasonable non-disturbance agreement with respect to a subordination of this Lease to a 
Security Device.  Lessee agrees that the Lenders holding any such Security Device shall have no duty, liability or 
obligation to perform any of the obligations of Lessor under this Lease, but that in the event of Lessor’s default with 
respect to any such obligation, Lessee will give any Lender whose name and address have been furnished Lessee in 
writing for such purpose notice of Lessor’s default pursuant to Paragraph 12.4.  If any Lender shall elect to have this 
Lease and/or any Option granted hereby superior to the lien of its Security Device and shall give written notice thereof to 
Lessee, this Lease and such Options shall be deemed prior to such Security Device, notwithstanding the relative dates of 
the documentation or recordation thereof. 

26.2 Attornment.   
 
Lessee agrees to attorn to a Lender or any other party who acquires ownership of the Premises by reason of a 

foreclosure of a Security Device, and that in the event of such foreclosure, such new owner shall not: (i) be liable for any 
act or omission of any prior Lessor or with respect to events occurring prior to acquisition of ownership, (ii) be subject to 
any offsets or defenses which Lessee might have against any prior Lessor, or (iii) be bound by prepayment of more than 
one (1) month's rent. 
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26.3 Self-Executing.   
 
The agreements contained in this Article 26 shall be effective without the execution of any further documents; 

provided, however, that upon written request from Lessor or a Lender in connection with a sale, financing or refinancing 
of Premises, Lessee and Lessor shall execute such further writings as may be reasonably required to separately document 
any such subordination or non-subordination, adornment and/or non-disturbance agreement as is provided for herein. 

27.  Attorneys' Fees.   
 

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

28. Lessor's Access; Showing Premises; Repairs.   
 

Lessor and Lessor's agents shall have the right to enter the Premises at any time, in the case of an emergency, 
and otherwise at reasonable times for the purpose of showing the same to prospective purchasers, lenders, or lessees, and 
making such alterations, repairs, improvements or additions to the Premises or to the Building, as Lessor may reasonably 
deem necessary.  Lessor may at any time place on or about the Premises or Building any ordinary "For Sale" signs and 
Lessor may at any time during the last one hundred eighty (180) days of the term hereof place on or about the Premises 
any ordinary "For Lease" signs.  All such activities of Lessor shall be without abatement of Rent or liability to Lessee. 

29. Auctions.   
 

Lessee shall not conduct, nor permit to be conducted, either voluntarily or involuntarily, any auction upon the 
Premises without first having obtained Lessor's prior written consent.  

30.  Signs.   
 

Lessee shall not place any sign upon the exterior of the Premises or the Building, except that Lessee may, with 
Lessor's prior written consent not to be withheld unreasonably, install (but not on the roof) such signs as are reasonably 
required to advertise Lessee's own business so long as such signs are in a location designated by Lessor,  comply with 
Applicable Requirements and are satisfactory to Lessor in terms of quality, style and materials.   The installation of any 
sign on the Premises by or for Lessee shall be subject to the provisions of Paragraph 7 (Maintenance, Repairs, Utility 
Installations, Trade Fixtures and Alterations).  Unless otherwise expressly agreed herein, Lessor reserves all rights to the 
use of the roof of the Building, and the right to install advertising signs on the Building, including the roof, which do not 
unreasonably interfere with the conduct of Lessee's business; Lessor shall be entitled to all revenues from such 
advertising signs. 

31.  Termination; Merger.   
 

Unless specifically stated otherwise in writing by Lessor, the voluntary or other surrender of this Lease by 
Lessee, the mutual termination or cancellation hereof, or a termination hereof by Lessor for Breach by Lessee, shall 
automatically terminate any sublease or lesser estate in the Premises; provided, however, Lessor shall, in the event of any 



JANUARY 4, 2006 

 
 Initials: ________ 
 ________ 
 
  24

such surrender, termination or cancellation, have the option to continue any one or all of any existing subtenancies.  
Lessor's failure within ten (10) days following any such event to make a written election to the contrary by written notice 
to the holder of any such lesser interest, shall constitute Lessor’s election to have such event constitute the termination of 
such interest. 

32. Consents. 
 
(a) Unless expressly provided otherwise herein, wherever in this Lease the consent of Lessor is 

required, Lessor's satisfaction is required, or Lessor's judgment or discretion are to be exercised, such matter shall be 
within the reasonable exercise of Lessor's discretion.  Lessor’s actual reasonable costs and expenses (including, but not 
limited to, architects', attorneys', engineers' and other consultants' fees) incurred in the consideration of, or response to, a 
request by Lessee for any Lessor consent pertaining to this Lease or the Premises, including, but not limited to, consents 
to an assignment, a subletting or the presence or use of a Hazardous Substance, shall be paid by Lessee to Lessor upon 
receipt of an invoice and supporting documentation therefor.  Lessor may, as a condition to considering any such request 
by Lessee, require that Lessee deposit with Lessor an amount of money reasonably calculated by Lessor to represent the 
cost Lessor will incur in considering and responding to Lessee's request.  Any unused portion of said deposit shall be 
refunded to Lessee without interest.  Lessor’s consent to any act, assignment of this Lease or subletting of the Premises 
by Lessee shall not constitute an acknowledgment that no Default or Breach by Lessee of this Lease exists, nor shall such 
consent be deemed a waiver of any then existing Default or Breach, except as may be otherwise specifically stated in 
writing by Lessor at the time of such consent. 

(b) The failure to specify herein any particular condition to Lessor's consent shall not preclude the 
impositions by Lessor at the time of consent of such further or other conditions as are then reasonable with reference to 
the particular matter for which consent is being given. 
 
33. Quiet Possession.   
 

Upon payment by Lessee of the Rent for the Premises and the performance of all of the covenants, conditions 
and provisions on Lessee’s part to be observed and performed under this Lease, Lessee shall have quiet possession of the 
Premises for the entire term hereof subject to all of the provisions of this Lease. 

34. Intentionally omitted.   

35.  Rules and Regulations.   
 

Lessee agrees that it will abide by, and keep and observe all reasonable rules and regulations ("Rules and 
Regulations") which Lessor may make from time to time for the management, safety, care, and cleanliness of the 
grounds, the parking and unloading of vehicles and the preservation of good order, as well as for the convenience of 
other occupants or lessees of the Building and their invitees. 

36. Security Measures.   
 

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

37. Reservations.   
 

Lessor reserves the right, from time to time, to grant, without the consent or joinder of Lessee, such easements, 
rights of way, utility raceways, and dedications that Lessor deems necessary, and to cause the recordation of parcel maps 
and restrictions, so long as such easements, rights of way, utility raceways, dedications, maps and restrictions do not 
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unreasonably interfere with the use of the Premises, including the parking lot, by Lessee.  Lessee agrees to sign any 
documents reasonably requested by Lessor to effectuate any such easement rights, dedication, map or restrictions. Lessor 
also reserves (i) the right of ingress and egress through the Premises to other parts of the building, (ii) the exclusive use 
of all exterior walls and roof of the Building, (iii) the rights to install, maintain, replace and use pipes, ducts, conduits, 
and wires through the Premises, and (iv) space for shaft ways, hallways, stairs and the like substantially as presently 
located.   

38. Performance Under Protest.   
 

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

39. Authority.   
 

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

40. Conflict.   
 

Any conflict between the printed provisions of this Lease and the typewritten or handwritten provisions shall be 
controlled by the typewritten or handwritten provisions. 

41.  Offer.   
 

Preparation of this Lease by either Lessor or Lessee or Lessor’s agent or Lessee's agent and submission of same 
to Lessee or Lessor shall not be deemed an offer to lease.  This Lease is not intended to be binding until executed and 
delivered by all Parties hereto. 

42. Amendments.   
 

This Lease may be modified only in writing, signed by the Parties in interest at the time of the modification.  
The Parties shall amend this Lease from time to time to reflect any adjustments that are made to the Base Rent or other 
rent payable under this Lease.  As long as they do not materially change Lessee's obligations hereunder, Lessee agrees to 
make such reasonable non-monetary modifications to this Lease as may be reasonably required by an institutional 
insurance company or pension plan Lender in connection with the obtaining of normal financing or refinancing of the 
property of which the Premises are a part. 

43. Multiple Parties.   
 

Except as otherwise expressly provided herein, if more than one person or entity is named herein as  Lessee, the 
obligations of such multiple parties shall be the joint and several responsibility of all persons or entities named herein as 
such  Lessee, and each named Lessee irrevocably constitutes and appoints each other named Lessee as his attorney-in-
fact and agent for all purposes related to this Lease, including without limitation the service of any notice or process. 
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44. Miscellaneous. 

44.1 Offset Statement. 
 

(a) Lessee shall at any time and from time to time upon not less than ten (10) days' after the 
receipt or deemed receipt of prior written notice from Lessor execute, acknowledge and return to Lessor a written 
statement in form as requested by Lessor:   
 

(i) Certifying that this Lease is unmodified and in full force and effect (or, if modified, 
stating the nature of such modification and certifying that this Lease, as so modified, is in full force and effect) and the 
dates to which the Base Rent and other charges are paid, if any. 
 

(ii) Acknowledging that there are not, to Lessee's knowledge, any uncured defaults on 
the part of Lessor hereunder, or specifying such defaults if any are claimed.   
 

(iii) Stating the amount of any security deposit or last month's rent deposit; and 
 

(iv) Containing such other information concerning the Lease as Lessor may request.  
 

Any such statement may be relied upon by any prospective purchaser or encumbrancer of the 
Premises or of all or any portion of the real property of which the Premises are a part. 
 

(b) Lessee's failure to deliver such statement within such time shall be conclusive upon Lessee: 
 

(i) That this Lease is in full force and effect, without modification except as may be 
represented by Lessor; 
 

(ii) That there are no uncured defaults in Lessor's performance; 
 

(iii) That not more than one month's Minimum Rent has been paid in advance; and 
 
    (iv) That all other statements contained in the certificate requested by Lessor are true and 
correct.   

44.2 Health and Safety.   
 
Lessee covenants at all times during the term of this Lease to comply with the requirements of the Occupational 

Safety and Health Act of 1970, 29 U.S.C. §651 et seq., and any analogous legislation in California (collectively, the 
"Act"), to the extent that the Act applies to the Premises and any activities thereon.  Without limiting the generality of the 
foregoing, Lessee covenants to maintain all working areas, all machinery, structures, electrical facilities and the like upon 
the Premises in a condition that fully complies with the requirements of the Act, including such requirements as would be 
applicable with respect to agents, employees or contractors of Lessor who may from time to time be present upon the 
Premises, and Lessee agrees to indemnify and hold harmless Lessor from any liability, claim or damages arising as a 
result of a breach of the foregoing covenant and from all costs, expenses and charges arising therefrom including, without 
limitation, attorneys' fees and court costs incurred by Lessor in connection therewith, which indemnity shall survive the 
expiration or termination of this Lease. 

44.3 Water Allocations.   
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All water and other utility allocations available with respect to Lessee's use and occupancy of the Premises are, 
and upon termination of this Lease shall remain, Lessor's sole and exclusive property, Lessee hereby irrevocably 
assigning to Lessor all of lessee's rights and interest in and to such allocations. 

44.4 No Easements for Light or Air.   
 

Any diminution or shutting off of light, air or view by any improvement made on lands adjacent to the Premises, 
whether or not owned by Lessor, shall in no way affect this Lease or impose any liability on Lessor. 

45. Merchandising Covenants. 

45.1 Opening for Business. 
 

Lessee shall open the Premises for business to the general public (“Opening”) within ninety (90) days after the 
Commencement Date, except that this Opening covenant shall be suspended during such period that  Opening is 
prevented by occurrence of one or more events of force majeure (i.e., acts of God, labor strikes and actions, civil 
commotion and other events beyond Lessee’s control [excluding financial difficulties]), provided that Lessee gives 
Lessor written notice of the occurrence and nature of an event of force majeure within ten (10) days after the occurrence 
thereof.   

45.2 Covenant of Continuous Operation.   
 

Whether or not Percentage Rent is payable under this Lease, after the Opening Lessee shall continuously 
operate and use the Premises for the uses specified in this Lease  on the days and during the time specified in Exhibit C 
attached hereto except when the Premises cannot be open for business because of fire, flood, utility interruption or other 
event beyond Lessee’s control which precludes operation of the Premises.   Notwithstanding the foregoing the Lessee 
may, with the prior written approval of Lessor, cease operations for a period of not more than  five (5) consecutive days 
or in the aggregate not more than ten (10) days during any consecutive twelve (12) month period during the term of this 
Lease.  The failure of the Lessee to comply with this covenant shall constitute a material  default under this Lease and, if 
such  default is not cured by reopening within a period of three (3) days after receipt or deemed receipt of written notice 
thereof from Lessor to Lessee, Lessor may exercise any of the rights or remedies under Paragraph 12.2 above.  Any 
subsequent default within one (1) year shall be deemed a non-curable Breach of this Lease.     

45.3 Inventory, etc. 
 

After the Opening Lessee shall maintain a complete inventory of products appropriate for 
a grocery store, which shall include, without limitation, the categories listed in Exhibit D hereto. 
 Additional categories can be added and categories can be deleted with Lessor’s consent.  Lessee 
shall maintain an adequate staff of trained personnel and sufficient trade fixtures and equipment 
to serve customers efficiently.  Lessee acknowledges and agrees that the business is seasonal and 
that more inventory and staff are required for the months of June-September.   

45.4 Management. 
 
Lessee shall cause the Premises to be managed “substantially continuously” by a person, whether one or more 

owners of Lessee and/or employees each having at least five (5) years combined experience as an owner/operator and/or 
manager of a grocery store, supermarket, convenience store, cash and carry business or liquor store; provided that in the 
event of the death, illness or termination of the manager, Lessee shall have ninety (90) days to replace the former 
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manager with a new manager having the requisite experience.  “Substantially continuously” means that at least one 
manager is physically present at the Premises at least fifty (50%) of the time the Premises are required to be open for 
business under the terms of this Lease.   This provision shall not be interpreted so as to bar a Lessee or Sublessee from 
promoting an employee to this position who otherwise has the requisite experience.  

46. Relocation and Additional Termination Rights. 

46.1 Development.   
 
If Lessor desires to develop the Property during the lease term and has filed and received approval on an 

application for a local coastal plan or California Coastal Commission approval, a general plan amendment, a request for a 
specific plan approval, and a request for a zoning change, as may be necessary to develop the Property, Lessor shall have 
the right to relocate Lessee, at Lessor’s expense, to a location substantially equivalent to or superior to the Premises, 
provided that either (i) the relocation does not necessitate the interruption of Lessee’s business for more than three (3) 
days or (ii) if the New Tenant’s business will be interrupted for more than three (3) days, SCICo has agreed to pay the 
New Tenant promptly the sum of  $2,000 per diem for the fourth and each subsequent day that the New Tenant was 
unable to conduct business at the new location with the understanding that the interruption shall not last longer than 
seven (7) days .  All of the terms and conditions of this Lease shall continue to apply except that the Premises shall be the 
location.  No Base Rent will be due for any period of interruption of the Lessee’s business, but no compensation shall be 
due Lessee for any operating expenses or lost profits during that period.  

46.2 Lessee's Financial Condition. 
 
   [(a) Financial Information.  Within one hundred twenty (120) days after the end of each fiscal year 
of Lessee during the term of this Lease, Lessee shall furnish to Lessor a balance sheet, income statement and statement of 
changes in financial position for the business conducted on the Premises as of and for the fiscal year then ended 
("financial statements").  The financial statements shall be true and correct in all material respects and shall fairly present 
the financial condition of Lessee's business at year-end.  The financial statements shall be prepared in conformance with 
generally accepted accounting principles consistently applied except as may be noted in the report of the accountant 
accompanying the financial statements.  If Lessee has audited financial statements, the financial statements furnished to 
Lessor shall be audited; otherwise the financial statements shall be prepared on a compilation or review basis by a public 
accountant or certified public accountant. 
 

(b)  Change in Lessee's Financial Condition.  If at any time during the term of this Lease, Lessor 
determines that a material adverse change in the financial condition of Lessee  has occurred, and if in Lessor's reasonable 
judgment such change exposes Lessor to materially greater risk that Lessee will become insolvent or declare bankruptcy , 
Lessor shall have the right to require an increase to Lessee’s security deposit,   in the form of cash or an irrevocable 
standby  letter of credit,, which shall be renewed periodically at least thirty (30) days prior to its expiry date, to an 
amount equal to six (6) months Base Rent at the rate then in effect within twenty (20) days after written notice to Lessee 
or, if Lessee fails to provide such increased security deposit in a timely manner, to terminate this Lease forthwith or to 
convert the term of this Lease to a month-to-month tenancy, terminable upon thirty (30) days notice by either party, on 
and subject to all of the other terms and conditions of this Lease.. 

46.3 Lessee Termination Right.  Lessee shall have the right to terminate this Lease at any time prospectively 
upon written notice to Lessor and conditioned upon (i) surrender of the Premises on or before the effective termination 
date in the condition required by this Lease and (ii) the absence of any default or breach on the part of Lessee on the date 
the termination notice is given and on the effective termination date. 

47. Limitation on Recourse; Waiver of Jury Trial.   
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(a) As a material part of the consideration to Lessor under this Lease, Lessee agrees to look solely 
to Lessor's interest in the Premises and the real property of which the Premises are a part for the recovery of any 
monetary judgments against Lessor and further agrees that neither Lessor nor any of Lessor's past, present or future 
shareholders, directors, officers, agents or employees (collectively called "Lessor affiliates") shall have any personal 
liability to Lessee with respect to matters arising from or in any way related to this lease, the Lessor-Lessee relationship 
between the parties or to Lessee's use or occupancy of the Premises or the real property of which the Premises are a part. 
 Lessee further agrees that no Lessor affiliate shall be named as a party defendant in any action brought by or on behalf of 
Lessee; and 
 

(b) If permitted by law, Lessor and Lessee each hereby waives all rights to a trial by jury of 
any action, proceeding or cross-complaint arising from or in any way related to this lease, the  landlord-tenant 
relationship between the parties or to Lessee's use or occupancy of the Premises or the real property of which the 
Premises are a part.  
 
LESSOR AND LESSEE HAVE CAREFULLY READ AND REVIEWED THIS LEASE AND EACH TERM AND 
PROVISION CONTAINED HEREIN, AND BY THE EXECUTION OF THIS LEASE SHOW THEIR INFORMED 
AND VOLUNTARY CONSENT THERETO.  THE PARTIES HEREBY AGREE THAT, AT THE TIME THIS LEASE 
IS EXECUTED, THE TERMS OF THIS LEASE ARE COMMERCIALLY REASONABLE AND EFFECTUATE THE 
INTENT AND PURPOSE OF LESSOR AND LESSEE WITH RESPECT TO THE PREMISES. 
 
 
The Parties hereto have executed this Lease at the place and on the dates specified above their respective signatures. 
 

Executed at:_______________________ 

on:________________________________ 

By LESSOR: 

Santa Catalina Island Company 

By:_____________________________ 

Name Printed:_____________________ 

Title:____________________________ 

Address:    

150 Metropole Avenue 
Post Office Box 737 

Avalon, California 90704 

Telephone: (310) 510-2000 

Facsimile: (310) 510-2300 

 

 

Executed at:______________________ 

on:_____________________________ 

By LESSEE: 

________________________________ 

By:_____________________________ 

Name Printed:_____________________ 

Title:____________________________ 

Address:_________________________ 

________________________________ 

Telephone: (    )___________________ 

Facsimile: (    )____________________  
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