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The Honorable Board of Supervisors
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, CA 90012

Dear Supervisors:

SHERIFF'S DEPARTMENT
FIVE-YEAR LEASE FOR HIGH TECH TASK FORCE
9900 NORWALK BOULEVARD, SANTA FE SPRINGS
(FIRST DISTRICT) (3 VOTES)

IT IS RECOMMENDED THAT YOUR BOARD:

1. Approve and instruct the Chairman to sign the attached Lease with SVN-Nobbs, LLC
(Lessor) for 22,880 rentable square feet of office space in the facility located at
9900 Norwalk Boulevard, Santa Fe Springs, for use by the Sheriff's Department
(Sheriff) at an initial annual rental cost of $343,200, subject to annual rental
adjustments based on the Consumer Price Index (CPI) capped at three percent
annually. The rent costs will be 100 percent offset by grant funding.

2. Authorize the Sheriff and/or the Internal Services Department (ISD), at the direction of
the Chief Administrative Office (CAQO), to acquire telephone, data and low voltage
systems for the Sheriff at a cost not to exceed $350,000. All or part of the telephone,
data, and low voltage systems will be paid in a lump sum by the Sheriff, and will be
offset by grant funding and by the base Tenant Improvement (Tl) allowances provided
by the Lessor under the Lease.

3. Find that this Lease is exempt from the California Environmental Quality Act (CEQA)
pursuant to Class 1, Section r of the Environmental Document Reporting Procedures
and guidelines adopted by your Board on November 17, 1987, and Section 15061(b)(3)
of the State CEQA Guidelines.

“To Enrich Lives Through Effective And Caring Service”
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4. Approve the project and authorize the CAO, Sheriff and ISD to implement the project.
The Lease will become effective 60 days after approval by your Board to allow for the
installation of the telecommunications systems.

PURPOSE AND JUSTIFICATION OF RECOMMENDED ACTION

The recommended action herein will provide a housing arrangement for the Southern
California High Tech Task Force (SCHTTF), previously known as High Tech Crime Task
Force (HTCTF), a multi-agency task force managed by the Los Angeles County Sheriff's
Department. Participants include the Los Angeles, Orange, and Ventura Counties’
Sheriff's Departments, local police departments, and State and Federal agencies. The
subject location will primarily serve Los Angeles and Orange Counties.

Since its inception in March 1999, the SCHTTF program has been housed at the Bechtel
facility located at 12440 East Imperial Highway, Norwalk, which is conveniently located to
both Los Angeles and Orange Counties. The suite allocated to the program comprises
5,383 rentable square feet. The program, currently staffed by 22 positions, is tasked with
fighting computer-related crimes, including ATM, credit card and other similar crimes.
Funding has been provided by a yearly grant that was first accepted by your Board on
November 16, 1999. Recently, additional grant funds allocated for this program will result
in an increase in its staffing capacity from the current 22 positions to 88 positions. There is
insufficient contiguous space to house the program at its current location, and the
proposed facility provides the necessary size to house the program in a single premises
area.

IMPLEMENTATION OF STRATEGIC PLAN GOALS

The Countywide Strategic Plan directs that we improve the workplace environment in order
to enhance quality and productivity (Goal 2, Strategy 2) and that we strengthen the
County’s fiscal capacity (Goal 4). In this case, the proposed Lease will provide a
geographically convenient housing arrangement and a fiscally responsible solution to the
program space requirement, as further outlined in Attachment A.
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FISCAL IMPACT / FINANCING

The maximum annual cost of the proposed Lease will be $343,200 which is offset by grant
funding. The following chart delineates the main deal points.

Proposed Lease

Current Space

Difference

Area of Premises 22,880 rentable sq.ft. 5,383 rentable square feet 17,497 rentable
square feet
Term 5 years 10 years 5 years
Cancellation After the first year, upon 60 After the second year, upon Shorter
days notice to Lessor 120 days notice to Lessor, cancellation
and the reimbursement of the
balance of additional Tl
Annual Rent (1)
Base $343,200 $86,009 +$257,191
TI Amortization -0- $5,436 <$5,436>
Total $343,200 $91,445 +$251,755
Tenant Improvements
Basg. $114,400 $80,745 +$33,655
Additional -0- $188,405 <$188,405>
?hf'l‘ge Order -0- $2,665 <$2,665>
ola $114,400 $271,815 <$157,415>
Rental Adjustments Annual CPI capped at 3% Annual CPI capped at 3% Same

(1) Rent shown is for the subject Suite only. It excludes electricity costs for lighting and for HVAC for the
24-hour portion of the existing Sheriff program. HVAC during normal hours is provided by Lessor.

Sufficient funds for this Lease are included in the Rent Expense Budget for Fiscal Year
2003-04 and will be charged back to the Sheriff. Sufficient funding is available in the
2003-04 budget for the Sheriff to cover the projected Lease costs.
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The total estimated purchase cost for the telephone, data and low voltage systems is
estimated to be $350,000 and will be paid in a lump sum payment by the Sheriff. Should
the Lessor be able to provide the telephone, data and low voltage systems at or below the
County’s cost, the recommendation herein allows the CAO the discretion of directing the
payment of these costs to ISD or to the Lessor.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The proposed Lease of 22,880 rentable square feet will provide a net space increase of
approximately 17,497 rentable square feet. The net increase is the result of the
termination of the existing suite at 12440 East Imperial Highway, Norwalk, comprising
5,383 rentable square feet. This suite is currently occupied by the SCHTTF and will
continue to be occupied by this program until the completion of the installation of the
telecommunications requirement for the program at the new facility. The parking spaces
associated with the office space will be increased from 22 to 92 parking spaces.

The Lease also contains the following provisions:

¢ A five-year term with a provision allowing the County the right to cancel at anytime after
the first year upon 60 days written notice to the Lessor. The cancellation right provides
the County the flexibility in the event the annual grant funding is terminated.

¢ An option to extend the term five years at 95 percent of fair market rental value and an
option to expand the premises under the same terms and conditions including the right
to cancel as provided in the proposed lease. Each option may be exercised upon 180
days prior written notice.

e The Lease is on a full-service basis. Therefore, the Lessor will be responsible for all
costs associated with County tenancy.

e A Base Tl allowance of $114,400 included in the rental rate which may be paid to the
County in a lump sum payment, or at County’s direction may be utilized to install the
telecommunications system required by the Sheriff.
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e The term will commence 30 days after completion of the Tls if it is to be completed by
the Lessor, or 60 days after your Board’s approval, whichever occurs later.

e 92 unreserved, non-exclusive parking spaces associated with the office space leased.

e The monthly rental payments are subject to annual adjustments based on the Consumer
Price Index (CPI) capped at three percent.

CAO Real Estate staff surveyed a five-mile radius of the subject facility to determine the
market rate of comparable sites. A five mile radius was also used to remain within close
proximity to Orange County and the Sheriff Management Information System and
Los Angeles Regional Crime Information System programs WhICh provide support to the
SCHTTF and are also located in Norwalk.

Based upon said survey, it was determined that the base rental rate, including parking,
ranges from $15.00 to $21.60 per square foot per year on a full-service basis. Thus, the
annual rent of $15.00 for the subject property represents a rate within the market range for
the area. Attachment B shows all County-owned and leased facilities within the search
area. Based on this Attachment, there are no County-owned or leased facilities in this area -
with available space to accommodate this requirement.

The Department of Public Works (DPW) has previously conducted a structural review of
the subject facility and determined it was acceptable for County occupancy.

NEGATIVE DECLARATION/ENVIRONMENTAL IMPACT REPORT

The CAO has made an initial study of environmental factors and has concluded that this
amendment is exempt from CEQA pursuant to Class 1, Section r of the Environmental
Document Reporting Procedures and Guidelines adopted by your Board on
November 17, 1987, and Section 15061 (b) (3) of the State CEQA Guidelines.



The Honorable Board of Supervisors
March 2, 2004
Page 6

IMPACT ON CURRENT SERVICES (OR PROJECTS)

It is the finding of the CAO and the Sheriff that the proposed amendment is in the best
interest of the County and is the most effective means of providing the necessary space for
this requirement. In accordance with your Board’s policy on the housing of any County
offices or activities, the Sheriff concurs in this recommendation.

CONCLUSION

Itis requested that the Executive Officer, Board of Supervisors return two original copies of
the adopted, stamped Board letter with the executed Amendment to the CAO, Real Estate
Division at 222 South Hill Street, 4th Floor, Los Angeles, CA 90012.

Respectfully submitted

Chief Administrative @fficer

DEJ:CWW
CEM:MFS:hd

Attachments (4)
c: County Counsel
Auditor-Controller

Sheriff’s Department
Internal Services Department

9900Norwalk.b



Sheriff’'s Department ATTACHMENT A

High Tech Crime Task Force
9900 Norwalk Boulevard, Norwalk

Asset Management Principles Compliance Form'

Yes No N/A
1. Occupancy
A | Does lease consolidate administrative functions?? X
B | Does lease co-locate with other functions to better serve clients?? The Sheriff Identity X
Theft and Technical Operation details will co-locate with the High Tech Task
Force.
C | Does this lease centralize business support functions?® X
D | Does this lease meeting the guideline of 200 sf of space per person?” The ratio is X
276/staff due to the needs for extra space to store evidence and to place two
computers per station.
2. | capital
A | Should program be in leased space to maximize State/Federal funding? X
B | Ifnot, is this a long term County program? X
C | Isitanet County cost (NCC) program? Subvened by grant fund at 100.00% X
D | lfyesto 2B orC;is it a capital lease or an operating lease with an option?
E | if no, are there any suitable County-owned facilities available? X
F | if yes, whyis lease being recommended over occupancy in County-owned space? X
G | Is Building Description Report attached as Attachment B? X
H | Was build-to-suit or capital project considered? The project was not considered for X
a build-to-suit or capital project due to the year-to-year grant funding provided for
this program and the annual right to cancel if the funding is not renewed.
3. Portfolio Management
A | Did department utilize CAO Space Request Evaluation (SRE)? X
B | Was the space need justified? X
C | Ifarenewal lease, was co-location with other County departments considered? X
D | Why was this program not co-located?
1. ___ The program clientele requires a “stand alone” facility.
2. ___ No suitable County occupied properties in project area.
3. ___ No County-owned facilities available for the project.
4. ___ Could not get City clearance or approval.
5. _X___ The Program is being co-located.
E | Islease a full service lease?” X
F | Has growth projection been considered in space request? X
G | Has the Dept. of Public Works completed seismic review/approval? X

1 As approved by the Board of Supervisors 11/17/98
2 If not, why not?

ATTACHMENT B
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Space Search, Five Mile Radius of Norwalk
Sheriff — High Tech Task Force
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COUNTY OF LOS ANGELES
CHIEF ADMINISTRATIVE OFFICE

LEASE AGREEMENT

DEPARTMENT: Sheriff’'s Department, as Tenant

LANDLORD: SVN-Nobbs, LLC, a Limited Liability Company

[9900 Norwalk Boulevard, Suite 120, Santa Fe Springs, CA 90670]

February 5, 2004
LA1 156271v16
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COUNTY OF LOS ANGELES
CHIEF ADMINISTRATIVE OFFICE

LEASE AGREEMENT

THIS LEASE is entered into as of the day of , 200__ between
SVN-Nobbs, LLC ("Landlord"), and COUNTY OF LOS ANGELES, a body politic and corporate
("Tenant").

Landlord and Tenant agree:

1. BASIC LEASE INFORMATION

The following terms as used herein shall have the meanings provided in this Section 1,
unless otherwise specifically modified by provisions of this Lease:

(a) Landlord's Address for Notice: c/o SVN Management, Inc.
17305 Von Karmen, Suite 110
Irvine, CA 92614

(b) Tenant's Address for Notice: Board of Supervisors
Kenneth Hahn Hall of Administration,
Room 383
500 West Temple Street
Los Angeles, California 90012

With a copy to:

Chief Administrative Office

Real Estate Division

222 South Hill Street, 3" Floor
Los Angeles, California 90012
Attention: Director of Real Estate
Fax Number: (213) 217-4971

(c) Premises: Approximately 22,880 rentable square feet in the
Building (defined below) as shown on Exhibit A
attached hereto.

(d) Building: The building located at 9900 Norwalk Boulevard,
Suite 120, Santa Fe Springs, CA 90670 which is
located upon the real property described more
particularly in Exhibit B attached hereto (the
“Property”);

(e) Term: Five years commencing thirty (30) days after
Tenant's Acceptance of the Premises as defined
in Section 4(a) (the "Commencement Date"); or
sixty (60) days after the execution of the lease
by the County, whichever is Ilater, and

1 February 5, 2004
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®
€:9)
(h)

@

(k)

®

(m)

(n)
(0)

()

Projected Commencement Date:

Commencement Date:

Irrevocable Offer Expiration Date:

Basic Rent:

Early Termination Notice Date:

Rentable Square Feet in the
Premises:

Use:

Initial Departmental Use:

Parking Spaces:

Normal Working Hours:

Asbestos Report:

terminating at midnight on the day before the
fifth anniversary of the Commencement Date
(the "Termination Date"), subject to earlier
termination by Tenant as provided herein and
one option to renew the term for an additional
five years. The phrase “Term of this Lease” or
“the Term hereof’ as used in this Lease, or
words of similar import, shall refer to the initial
Term of this Lease together with any additional
Extension Term for which an option has been
validly exercised.

March 2004

March 2004

$28,600 per month (which is based upon a
rental rate of $1.25 per rentable square foot
(adjustable only as provided in Section 2(b)
hereof.)

No sooner than the first anniversary of the
Commencement Date.

22,880 square feet

General office use for the Sheriff's Department
or for any other lawful purposes not incompatible
with other uses in the Building.

Sheriff’s Department

92

7:00 a.m. to 7:00 p.m., Monday through Friday
and 9:00 a.m. to 2:00 p.m. Saturday, except
New Year's Day, President's Day, Memorial
Day, Independence Day, Labor Day,
Thanksgiving Day, Christmas Day (on the days
such holidays are generally observed) and such
other holidays as are generally recognized by
the County of Los Angeles, California.

A report dated prepared by , a
licensed California Asbestos contractor.

2 February 5, 2004
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Defined Terms Relating to Landlord's Work Letter

(a)

(b)

(©)
(d)

(e
®

(2)

(b)

(i)

1.3

14

Base Tenant Improvement
Allowance

Additional Tenant Improvement
Allowance

Maximum Change Order Allowance

Additional Tenant Improvement and

Change Order Amortization Rate:

Basic Rent Reduction

Tenant's Work Letter
Representative

Landlord's Work Letter
Representative

Landlord's Address for Work Letter
Notice

Tenant's Address for Workletter
Notice

Exhibits to Lease:

Landlord’s Work Letter:_ (executed

concurrently with this Lease and made a part

$114,400

None

None

% per annum

___and /100 Dollars ($ ___) per month

Board of Supervisors

Kenneth Hahn Hall of Administration,
Room 383

500 West Temple Street

Los Angeles, California 90012

With a copy to:

Chief Administrative Office

Real Estate Division

222 South Hill Street, 3™ Floor
Los Angeles, California 90012
Attention: Director of Real Estate
Fax Number: (213) 217-4971

Exhibit A - Floor Plan of Premises

Exhibit B- Legal Description of Property

Exhibit C - Commencement Date Memorandum
and Confirmation of Lease Terms

Exhibit D - HVAC Standards

Exhibit E - Cleaning and Maintenance Schedule

Landlord’s Work Letter
Addendum A: Base Building Improvements
Addendum B: Tenant Improvements

3 February 5, 2004
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hereof by this reference): Addendum C: Form of Budget
Addendum D: Costs of Tenant Improvements

1.5 Supplemental Lease Documents: Document I: Subordination, Non-disturbance
(delivered to Landlord and made a part and Attornment Agreement
hereof by this reference): Document Il: Tenant Estoppel Certificate
Document lll: Community Business Enterprises
Form

Document IV: Memorandum of Lease
Document V: Request for Notice

2. PREMISES

(a) Landlord does hereby lease to Tenant, and Tenant does hereby lease
from Landlord, upon the terms and conditions herein set forth, the Premises described in
Section 1 and Exhibit A attached hereto.

(b) Tenant shall have the right within ninety (90) days of approval of this
Lease by the Board of Supervisors of the County of Los Angeles ("Board of Supervisors") to
field-measure and verify the exact footage of the Premises and/or the Building All
measurements shall be taken in accordance with the methods of measuring rentable/usable
area as described in the Standard Method for Measuring Floor Area in Office Buildings, ANSI
Z65.1-1996, as promulgated by the Building Owners and Management Association ("BOMA")
International except that no penthouse mechanical room space shall be included in the
measurement. Should this measurement be less than the square footage stated above, Tenant
shall have the right to adjust such square footage and reduce the Basic Rent in Section 1
accomplished by the mutual execution of a memorandum of understanding between the
Landlord and the Tenant. Landlord acknowledges the space has been marketed at the above-
indicated rental amount and in the event of subsequent physical measurements, Landlord
agrees there will be no adjustment made to either the square footage or the Basic Rent in the
event the measured square footage exceeds the amount represented by Landlord. Should
Landlord and Tenant not agree with respect to the results of the measurement conducted
pursuant to this subsection (b) Landiord shall appoint an independent firm or person who is
experienced in making such measurements whose determination with respect which
measurement is correct shall be final and binding upon the parties. Landlord and Tenant shall
share equally in the fees of such firm.

(c) Option to Expand

Tenant shall have the option to lease additional space within the Building
("Expansion Option"). Upon six (6) months' prior written notice to Landlord, Tenant shall have
the option to lease such space ("Additional Space"). The actual exercise shall be only by the
Board of Supervisors of the County of Los Angeles.

Throughout the lease term, Landlord, at first knowledge, shall promptly notify
Tenant of when and what space is or will be so available. Upon Tenant’s receipt of the notice of
availability, Tenant shall notify Landlord of Tenant’s intent to exercise its right to lease such
space.

4 February 5, 2004
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Throughout the lease term, Tenant shall have the right to lease all or a part of said
space at the rate prevailing under this Lease. [f Tenant so notifies Landlord, Landlord shall
execute an amendment to this Lease adding the additional space to the Premises under the
same terms and conditions provided in this Lease; and Landlord shall deliver the additional
space to Tenant upon the date such space is available for occupancy and Tenant accepts the
improvements performed by Landlord, which acceptance shall not be unreasonably withheld,
however, the rent shall not be due and owing until Tenant accepts the improvements to be
performed by Landlord.

3. COMMON AREAS

Tenant may use the following areas ("Common Areas") in common with Landlord and
other tenants of the Building: the entrances, lobbies and other public areas of the Building,
walkways, landscaped areas, driveways necessary for access to the Premises, parking areas
and other common facilities designated by Landlord from time to time for common use of all
tenants of the Building. Tenant shall comply with all reasonable, non-discriminatory rules and
regulations regarding the use of the Common Areas established by Landlord.

4. COMMENCEMENT AND EXPIRATION DATES

(@) Term

The term of this Lease shall commence upon the Commencement Date and
terminate on the Termination Date. Within thirty (30) days of determining the Commencement
Date, Landlord and Tenant shall acknowledge in writing the Commencement Date by executing
the Commencement Date Memorandum and Confirmation of Lease Terms attached as Exhibit
C. The Commencement Date shall begin thirty (30) days after Tenant's Acceptance of the
Premises. The term "Tenant's Acceptance of the Premises" as used in this Lease shall mean
the date upon which the Premises are Substantially Complete, Tenant has inspected the
Premises and Tenant has accepted the Premises. The term "Substantially Complete" or
"Substantial Completion" as used in this Lease shall mean compliance with all of the following:
(1) the shell and core of the Building are complete and in compliance with all applicable laws
and codes, and all of the building systems are operational to the extent necessary to service the
Premises; (2) Landlord has sufficiently completed all the work required to be performed by
Landlord in accordance with this Lease, including the installation of modular furniture systems, if
so required (except minor punch list items which Landlord shall thereafter promptly complete),
such that Tenant can conduct normal business operations from the Premises; (3) Landlord has
obtained a certificate of occupancy for the Building, or a temporary certificate of occupancy for
that portion of the Building that includes all of the Premises, or its equivalent; (4) Tenant has
been provided with the number of parking privileges and spaces to which it is entitled under this
Lease; and (5) if Landlord is responsible for the installation of telecommunication systems, then
such systems shall be completely operational.

(b) Option to Renew

Tenant shall have the option to renew this Lease for a period of five (5) years
under the same terms, and conditions, including cancellation right except that the rental rate
shall be adjusted by negotiation not to exceed ninety five percent (95%) of the fair rental value
which Landlord could derive from the demised premises if they were made available on the
open market ("Fair Rental Rate"). The fair rental rate of the demised premises shall be
determined by using the rental rate prevailing for similarly-improved industrial flex office space
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within a three (3) mile radius of the demised premises and subtracting therefrom that portion of
the rent covering the tenant improvement allowance, if any, for transactions consummated
within the last nine (9) months immediately preceding the commencement date of the option
term. If similarly improved industrial flex office space cannot be found within a three (3) mile
radius of the demised premises, then the search area shall be enlarged to a five (5) mile radius.
In determining the Fair Rental Rate, equitable adjustments to the surveyed rental values shall
be made for the size and credit worthiness of the Tenant, the quality of the project, the nature of
the Tenant’s improvements and any other lease terms having an impact on rental value (such
as a tenant's option to expand or purchase). The fair rental survey shall be conducted by the
Landlord's appraiser and Tenant's appraiser, each of which shall be designated as a Member of
the Appraisal Institute of Real Estate Appraisers (MAI). Landlord shall pay the costs for
Landlord's appraiser and Tenant shall bear the cost of Tenant's appraisers.

If the Landlord and Tenant cannot agree on the Fair Rental Rate forty-five (45) days prior to the
expiration of the lease term, each shall mutually select a third appraiser who shall also conduct
a fair rental appraisal. The third appraiser shall be designated as a Member of the Appraisal
Institute of Real Estate Appraisers (MAl). The average of the two (2) appraisals nearest in
value shall be the Fair Rental Rate. The cost of the third appraiser shall be borne equally by
Landlord and Tenant. In the event the negotiations are not completed prior to the effective date
of the rent increase, Tenant shall continue to pay rent at the current rate and the payments
made and the adjusted rent due to Landlord if any adjustment is needed. Payment shall be
made to Landlord within sixty (60) days of completion of negotiations.

Tenant, by Chief Administrative Department letter, shall notify Landlord in writing not less than
six (6) months prior to expiration of the lease term of Tenant's intention to exercise its option.
The actual exercise of the option shall be only by the Board of Supervisors of the County of Los
Angeles.

(c) Termination Right

If the Commencement Date has not occurred within sixty (60) days from the
Projected Commencement Date, subject to Tenant Delays or Force Majeure Delays as provided
in Landlord’s Work Letter, which has been executed concurrently herewith, Tenant may
thereafter, at any time before the Commencement Date occurs, terminate this Lease effective
upon the giving of written notice to Landlord and the parties shall have no further obligations to
one another hereunder.

(d) Early Possession

Tenant shall be entitled to possession of the Premises not less than thirty (30) days
prior to the Commencement Date for the purpose of installing Tenant's furniture, fixtures and
equipment in the Premises. Such early occupancy shall be subject to all provisions hereof but
shall not advance the Termination Date, and Tenant shall not pay Basic Rent for such early
occupancy period.

(e) Early Termination

Tenant shall have the right to terminate this Lease at any time after the Early
Termination Notice Date, as defined iection 1, by giving Landlord not less than sixty (60) days
prior written notice executed by the Chief Administrative Officer of Tenant.
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5. RENT

Tenant shall pay Landlord the Basic Rent stated in Section 1 during the Term hereof
within fifteen (15) days after a claim therefor for each such month has been filed by Landlord
with the Auditor of the County of Los Angeles (the "County") prior to the first day of each month.
Basic Rent for any partial month shall be prorated in proportion to the number of days in such
month.

(a) CPl. From and after the first anniversary of the Commencement Date, on the
first day of the first full calendar month thereafter (the “Adjustment Date”) and on every
anniversary of the Adjustment Date thereafter, Basic Rent shall be adjusted by applying the CPI
Formula set forth below. The "Basic Index" shall be the Index published for the month the
Lease commences.

(b) CPlI Formula. The Index means the Consumer Price Index for all Urban
Consumers for the Los Angeles-Anaheim-Riverside area, all items published by the United
States Department of Labor, Bureau of Labor Statistics (1982-84=100). The "CPI Formula"
means Basic Rent multiplied by a fraction, the numerator being the Index published for the
month immediately preceding the month the adjustment is to be effective, and the denominator
being the Index published for the month the Lease commenced. [f the Index is changed so that
the Index differs from that used as of the Commencement Date of the Lease, the Index shall be
converted in accordance with the conversion factor published by the United States Department
of Labor, Bureau of Labor Statistics. If the Index is discontinued or revised during the Term of
this Lease, such other governmental Index or computation with which it is replaced shall be
used in order to obtain substantially the same results as would be obtained if the Index had not
been discontinued or revised.

(c)  llustration of Formula. The formula for determining the new rent shall be as
follows:

New index

[Base Index} X $28,600 (Basic Rent)

+ Amount needed to amortize Tenant’s Additional Tenant Improvements, if any

+ Amount needed to amortize change order costs, if any
= Monthly Basic Rent

(d) Limitations on CPl Adjustment. In no event shall the monthly Basic Rent
adjustment based upon the CPI Formula result in an annual increase greater than three percent
(3%) per year of the Basic Rent, i.e. no greater than $858.00 per year. [In no event shall the
monthly rent be adjusted by the CPl Formula to result in a lower monthly Basic Rent than
was payable during the previous year of the Lease.]

6. USES

The Premises are to be used only for the uses set forth in Section 1 and for no other
business or purpose; however, Landlord shall not unreasonably withhold its consent to a
change of use.
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7. HOLDOVER

If Tenant remains in possession of the Premises or any part thereof after the expiration
of the Term of this Lease, such occupancy shall be a tenancy which is terminable only upon
ninety (90) days written notice from Landlord or sixty (60) days written notice from the Chief
Administrative Officer of Tenant at the last monthly Basic Rent payable under this Lease (as
such Basic Rent may be adjusted from time to time in accordance with this Lease) plus all other
charges payable under this Lease, and subject to all of the terms, covenants and conditions of this
Lease.

8. COMPLIANCE WITH LAW

Tenant shall, at Tenant's expense, comply promptly with all applicable statutes,
ordinances, rules, regulations, orders and requirements in effect during the term hereof,
regulating the use, occupancy or improvement of the Premises by Tenant. Landlord, not
Tenant, shall, at its sole cost, at all times cause the Premises and the Building to comply with all
applicable statutes, ordinances, rules, regulations, orders and requirements in effect and
binding upon Tenant or Landlord during the term hereof, including without limitation, the
Americans with Disabilities Act, except to the extent such compliance is made necessary as a
result of Tenant’s particular use of or alterations or improvements to the Premises.

9. DAMAGE OR DESTRUCTION

(a) Damage

In the event any portion of the Premises is damaged by fire or any other cause
rendering the Premises totally or partially inaccessible or unusable and the Premises may be
restored to a complete architectural unit of the same value, condition and character that existed
immediately prior to such casualty in less than one hundred eighty (180) days, then Landiord
shall promptly, at Landlord's expense, repair such damage and this Lease shall continue in full
force and effect. If all or any portion of the Premises shall be made untenantable by fire or other
casualty, Landlord shall immediately secure the area to prevent injury to persons and/or
vandalism to the improvements. Landlord shall promptly, but in any event within ten (10) days,
cause an architect or general contractor selected by Landlord to provide Landlord and Tenant
with a written estimate of the amount of time required to substantially complete the repair and
restoration of the Premises and make the Premises tenantable again using standard working
methods. The failure to do so shall be a material Default hereunder. Basic Rent shall abate to
the extent that the Premises are unusable by Tenant. Tenant waives the provisions of
California Civil Code Sections 1932(2) and 1933(4) with respect to any partial or total
destruction of the Premises.

(b) Tenant Termination Right

In the event any portion of the Premises is damaged by fire or any other cause
rendering the Premises totally or partially inaccessible or unusable and the Premises will not be
restored to a complete architectural unit of the same value, condition and character that existed
immediately prior to such casualty in less than one hundred eighty (180) days for any reason,
then Tenant may terminate this Lease by giving written notice within ten (10) days after notice
from Landlord specifying such time period of repair; and this Lease shall terminate and the
Basic Rent shall be abated from the date the Premises became untenantable. in the event that
Tenant does not elect to terminate this Lease, Landlord shall promptly commence and diligently
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prosecute to completion the repairs to the Building or Premises, provided insurance proceeds
are available to repair the damages.

(c) Damage In Last Year

Notwithstanding the foregoing provisions, if any material destruction to the Premises
occurs during the last year of the Term, either Landlord or Tenant may terminate this Lease by
giving notice to the other not more than thirty (30) days after such destruction, in which case (a)
Landlord shall have no obligation to restore the Premises, (b) Landlord may retain all insurance
proceeds relating to such destruction, and (c) this Lease shall terminate as of the date which is
thirty (30) days after such written notice of termination.

(d) Default By Landlord

If Landlord is required to repair and restore the Premises as provided for in this Section
and Landlord should fail to thereafter pursue said repair and restoration work with reasonable
diligence to completion, Tenant may (a) declare a default hereunder or (b) perform or cause to
be performed the restoration work and deduct the cost thereof plus interest thereon at ten
percent (10%) per annum, from the Basic Rent next due as a charge against the Landlord.

10. REPAIRS AND MAINTENANCE

(a) Landlord Representations

Landlord represents to Tenant that (i) the Premises, the Building and all Common
Areas (including electrical, heating, ventilating and air conditioning ("HVAC"), mechanical,
plumbing, gas and fire/life safety systems in the Building and similar building service systems)
comply with all current laws, codes, and ordinances, including but not limited to the Americans
With Disabilities Act; and are in reasonable good working order and condition; (ii) the Building
and Premises comply with all covenants, conditions, restrictions and underwriter’s requirements;
and (jii) the Premises, Building and Common Areas are free of the presence of any Hazardous
Materials (as hereinafter defined) and (iv) Landlord has not received any notice from any
governmental agency that the Building or the Premises are in violation of any law or regulation.
Landlord represents, based upon a professional inspection of the Premises and the Building
and the Asbestos Report that the Premises and the Building contain no asbestos containing
materials (other than as may be reflected in the Asbestos Report). Landlord shall, prior to
Tenant's occupancy, abate, at Landlord's sole cost and expense, all asbestos containing
materials to the extent required by law and provide Tenant with an updated report from a
licensed California Asbestos contractor to that effect.

(b) Landlord Obligations

Landlord shall keep and maintain in good repair and working order and promptly make
repairs to and perform maintenance upon and replace as needed: (i) the structural elements of
the Building, including without limitation, all permanent exterior and interior walls, floors and
ceilings, roof, concealed plumbing, stairways, concealed electrical systems and telephone
intrabuilding network cable (ii) mechanical (including HVAC), electrical, plumbing and fire/life
safety systems serving the Building (iii) the Common Areas; (iv) exterior windows of the
Building; and (v) elevators serving the Building. Landlord, at its sole cost and expense, shall
also perform all maintenance and repairs to the Premises, and shall keep the Premises in good
condition and repair, reasonable wear and tear excepted. Landlord's repair obligations include,
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without limitation, repairs to: (1) the floor covering (if such floor covering is carpeting it shall be
replaced as needed but not less often than after five (5) years of use); (2) interior partitions; (3)
doors; (4) the interior side of demising walls (which shall be repainted as needed but not less
often than every five (5) years and (5) signage. Without limiting the foregoing, Tenant shall, at
Tenant’s sole expense, be responsible for the cost of repairing any area damaged by Tenant or
Tenant’s agents, employees, invitees and visitors and the repair of low voltage electronic, phone
and data cabling and related equipment that is installed by or for the exclusive benefit of Tenant.
All repairs and replacements shall: (a) be made and performed by contractors or mechanics
approved by Tenant, which consent shall not be unreasonably withheld or delayed, (b) be at
least equal in quality, value and utility to the original work or installation, (c) be in accordance
with all laws.

(©) Tenant's Right to Repair

If Tenant provides written notice (or oral notice in the event of an emergency such as
damage or destruction to or of any portion of the Building structure and/or the Building systems
and/or anything that could cause material disruption to Tenant's business) to Landlord of an
event or circumstance which requires the action of Landlord with respect to repair and/or
maintenance, and Landlord fails to provide such action within a reasonable period of time, given
the circumstances, after the giving of such notice, but in any event not later than five (5) days
after the giving of such notice, then Tenant may proceed to take the required action (provided,
however, that no such notice shall be required in the event of an emergency which threatens life
or where there is imminent danger to property or a possibility that a failure to take immediate
action could cause a material disruption in Tenant's normal and customary business activities).
Tenant shall have access to the Building to the extent necessary to perform the work
contemplated by this provision. If such action was required under the terms of this Lease to
have been taken by Landlord and was not taken by Landlord within such period (uniess such
notice was not required as provided above), and Tenant took such required action, then Tenant
shall be entitled to prompt reimbursement by Landlord of Tenant's reasonable costs and
expenses in having taken such action plus interest thereon at ten percent (10%) per annum. If
not reimbursed by Landlord within ten (10) days, Tenant shall be entitled to deduct from Basic
Rent payable by Tenant under this Lease the amount set forth in its invoice for such work. The
remedies provided in this Section are in addition to the remedies provided in Section 14.

11. SERVICES AND UTILITIES

Landlord shall furnish the following services and utilities to the Premises:
(a) HVAC

Landlord shall furnish heating, ventilation and air conditioning (“HVAC”), during Normal
Working Hours in amounts required for the use and occupancy of the Premises for normal office
purposes to a standard comparable to other first-class buildings and not less than the standard
set forth in Exhibit D attached hereto. Landlord shall be reimbursed for after-Normal Working
Hours (as defined in 1 (0)) use of HVAC service requested by an authorized representative of
tenant at Landlord’s actual costs not to exceed forty-five Dollars and NO/100 ($45.00) per hour
during the term of this Lease or any renewal or extension thereof.

10 February 5, 2004
LA1 156271v16



(b) Electricity

Landlord shall furnish to the Premises the amount of electric current provided for in the
Working Drawings but in any event not less than seven (7) watts of electric current (connected
load) per square foot of Rentable Square Feet in the Premises, for power and lighting and
electric current for HVAC, and Landlord shall provide the existing or new transformers or sub-
panels on each floor of the Premises necessary for Tenant to utilize such capacity in the
Premises.

(c) Elevators

Landlord shall furnish freight and passenger elevator services to the Premises during
Normal Working Hours. During all other hours, Landlord shall furnish passenger elevator cab
service in the elevator bank serving the Premises on an as needed basis, and, by prior
arrangement with Landlord's building manager, freight elevator service.

(d) Water

Landlord shall make available water for normal lavatory and potable water meeting all
applicable governmental standards for drinking purposes in the Premises.

(e) Janitorial

Landlord shall provide janitorial service on five (5) nights per week generally consistent
with that furnished in comparable office buildings in the County of Los Angeles, but not less than
the services set forth in the specifications set forth in Exhibit E attached hereto.

) Access

Landlord shall furnish to Tenant's employees and agents access to the Building,
Premises and Common Areas on a seven (7) day per week, twenty-four (24) hour per day
basis, subject to compliance with such reasonable security measures as shall from time to time
be in effect for the Building.

12. LANDLORD ACCESS

Tenant shall permit Landlord and its agents to enter the Premises upon prior written
notice for the purpose of inspecting the Premises for any reasonable purpose. If Landlord
temporarily closes any portion of the Building or Premises, Basic Rent shall be prorated based
upon the percentage of the Premises or Building rendered untenantable and not used by
Tenant. Landlord shall have the right at any and all times to enter the Premises in the event of
an emergency.

13..  TENANT DEFAULT.

(a) Default

The occurrence of any one or more of the following events (a "Default") shall constitute
a material default and breach of this Lease by Tenant:
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i. the failure by Tenant to make any payment of Basic Rent or any other
payment required to be made by Tenant hereunder (except to the extent an
offset is expressly permitted hereunder), as and when due and if the failure
continues for a period of ten (10) days after written notice to Tenant;

ii. the failure by Tenant to observe or perform any of the other covenants,
conditions or provisions of this Lease, where such failure shall continue for
a period of thirty (30) days after written notice from Landlord specifying in
detail the nature of the default; provided, however, if more than thirty (30)
days are reasonably required for its cure then Tenant shall not be deemed
to be in default if Tenant commences such cure within said 30-day period
and thereafter diligently prosecutes such cure to completion.

(b) Termination
Tenant agrees that if a Default should occur and should not be cured within the time
periods set forth above, it shall be lawful for Landlord to terminate this Lease upon the giving of
written notice to Tenant. In addition thereto, Landlord shall have such other rights or remedies
as may be provided by law.

(c) No Effect on Indemnity

Nothing in this Article shall be deemed to affect either Landlord or Tenant's right to
indemnification under any indemnification clause or clauses set forth in this Lease.

14. LANDLORD DEFAULT.

(a) Remedies

In addition to the provisions for Landlord's default provided by Sections 9(d), 10(c) 19
and 20(b), Landlord shall be in default in the performance of any obligation required to be
performed by Landlord under this Lease if Landlord has failed to perform such obligation within
five (5) days after the giving of written notice with respect thereto by Tenant (which notice shall
be, if appropriate, the same notice given under Section 10(c)) ; provided, however, that if the
nature of such default is such that the same cannot reasonably be cured within such five (5) day
period, Landlord shall not be deemed to be in default if Landlord shall within such period
commence such cure and thereafter diligently prosecute the same to completion. If the default
by Landlord ("Landlord Default") is of such a nature that it materially and substantially interferes
with Tenant's occupancy and use of the Premises and if such Landlord Default is not cured
within the foregoing cure period, then Tenant shall have the right, at its option, with or without
further notice or demand of any kind to Landlord or any other person, to any one or more of the
following described remedies in addition to all other rights and remedies provided at law or in
equity or elsewhere herein: (i) to remedy such default or breach and deduct the costs thereof
(including but not limited to attorneys' fees) plus interest at the rate of ten (10%) per annum from
the installments of Basic Rent next falling due; (ii) to pursue the remedy of specific performance;
(iii) to seek money damages for loss arising from Landlord’s failure to discharge its obligations
under this Lease or offset such damages against Basic Rent next coming due; or (iv) to
terminate this Lease.

12 February 5, 2004
LA1 156271v16



b) Waiver

Nothing herein contained shall relieve Landlord from its duty to effect the repair,
replacement, correction or maintenance required to restore any affected services, or to perform
any other obligations to the standard prescribed in this Lease, nor shall this Section be
construed to obligate Tenant to undertake any such work.

(©) Emergency

Notwithstanding the foregoing cure period, Tenant may cure any default without notice
where the failure promptly to cure such default would, in the reasonable opinion of Tenant,
create or allow to persist an emergency condition or materially and adversely affect the
operation of Tenant’s business in the Premises.

15.  ASSIGNMENT AND SUBLETTING

Tenant may assign, mortgage, encumber or otherwise transfer this Lease or sublet the
whole or any part of the Premises without first obtaining Landlord's prior consent: provided,
however, no such assignment, subletting or other transfer shall relieve Tenant of any liability
under this Lease unless Landlord has given its written consent thereto, which Landlord shall not
unreasonably withhold if the assignee has a financial condition which is reasonably sufficient for
it to be responsible for all future obligations under this Lease.

16. ALTERATIONS AND ADDITIONS

(a) Landlord Consent

Tenant shall not make any structural alterations, improvements, additions, or utility
installations in or about the Premises (collectively, "Alterations") without first obtaining the
written consent of Landlord, which consent shall not be unreasonably withheld, conditioned or
delayed. However, Landlord's consent shall not be required for any Alteration that satisfies all
of the following criteria: (1) complies with all Laws; (2) is not visible from the exterior of the
Premises or Building; (3) will not materially affect the systems or structure of the Building; and
(4) does not unreasonably interfere with the normal and customary business office operations of
other tenants in the Building. If Landlord fails to respond in writing within thirty (30) days of such
request, Landlord shall be deemed to approve the Alterations.

(b) End of Term

Any Alterations not removed by Tenant shall become the property of Landlord and
remain upon and be surrendered with the Premises at the expiration of the Term.

17. CONDEMNATION

(a) Controlling Terms

If during the Term, or during the period of time between the execution of this Lease and
the Commencement Date, there is any taking of all or any part of the Premises or any interest
in this Lease by Condemnation (as defined below), this Section shall determine the rights and
obligations of Tenant and Landlord. "Condemnation" shall mean the exercise of any
governmental power to take title to any portion of the Premises, whether by legal proceedings or
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otherwise, by a Condemnor (as defined below) or a voluntary sale or transfer by Landlord to any
Condemnor, either under threat of a Condemnor's exercise of such power or while legal
proceedings are pending for the exercise of such power. "Condemnor" shall mean any public or
quasi-public authority, or private corporation or individual, having the power of Condemnation.

(b) Total Taking

If the Premises are totally taken by Condemnation, this Lease shall terminate on
the date the Condemnor has a right to possession of the Premlses (the "Date of Taking").

(c) Partial Taking

If any portion, but not all, of the Premises is taken by Condemnation, this Lease
shall remain in effect, except that Tenant may elect to terminate this Lease if, in Tenant's
reasonable judgment, the remaining portion of the Premises (including the space available for
parking) is rendered unsuitable for Tenant's continued use of the Premises. If Tenant elects to
so terminate this Lease, Tenant must exercise its right to terminate by giving notice to Landlord
within thirty (30) days after the date that the nature and the extent of the Condemnation have
been determined (the "Determination Date"), which notice shall set forth the date of termination.
Such termination date shall not be earlier than thirty (30) days nor later than ninety (90) days
after Tenant has notified Landlord of its election to terminate; except that this Lease shall
terminate on the Date of Taking if the Date of Taking falls on a date before the date of
termination as designated by Tenant. If Tenant does not so notify Landlord within thirty (30)
days after the Determination Date, all obligations of Tenant under this Lease shall remain in
effect, except that Basic Rent shall be equitably abated.

(d) Restoration

Notwithstanding the preceding paragraph, if, within thirty (30) days after the
Determination Date, Landlord notifies Tenant that Landlord at its cost will add to the remaining
Premises so that the area of the Premises and the space available for parking, will be
substantially the same after the Date of Taking as they were before the Date of Taking, and
Landlord commences the restoration promptly and, subject to reasonable allowance for delays
that are not caused by Landlord, completes it within ninety (90) days after Landlord so notifies
Tenant, this Lease shall continue in effect. All obligations of Tenant under this Lease shall
remain in effect, except that Basic Rent shall be equitably abated or reduced during the period
from the Date of Taking until the completion of such restoration.

(e) Award
The Award (as defined below) shall be divided between Landlord and Tenant as their
respective interests may appear. "Award" shall mean all compensation, sums or anything of

value awarded, paid or received on a total or partial Condemnation of the Premises.

() Waiver of Statute

Landlord and Tenant hereby waive the provision of California Code of Civil Procedure
Section 1265.130 allowing Landlord or Tenant to petition the superior court to terminate this
Lease in the event of a partial taking of the Premises.
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18. INDEMNIFICATION.

(a) Tenant's indemnity

Tenant shall indemnify, and hold Landlord harmless from and against all loss,
cost and expense, including attorneys' fees, arising from any injury or damage to any person or
property, occurring in or about the Building or Premises as a result of any negligent act or
omission or willful misconduct of Tenant or its employees or arising from any breach or default
under this Lease by Tenant. The foregoing provisions shall not be construed to make Tenant
responsible for loss, damage, liability or expense resulting from injuries to third parties caused
by the negligence or 