
ATTACHMENT # 1

lAGENDA ITEMl^

COUNnY OF Humboldt

C-6

For meeting of: January 14,2003

DATE:

TO:

FROM:

December 13,2002

BOARD OF SUPERVISORS

PHILLIP GRANDALL, DIRECTOR
DEPARTMENT OF HEALTH AND HUMAN SERVICES

SUBJECT: APPROVE LEASE WITH KRAMER PROPERTIES, INC. FOR DEPARTMENT OF
HEALTH AND HUMAN SERVICES ADMINISTRATIVE DIVISION

RECOMMENDATION:

That the Board of Supervisors:

L Approve and authorize the Chair to execute the lease with Kramer Properties, Inc., subject to the
receipt and approval by County Counsel, Risk Management, General Services, and the Department
of Health and Human Services of Attachment C-l, C-3, and C-5; and

2. Authorize General Services Director Kim Ken to sign and record Exhibit G, Nondisturbance and
Attommait Agreem«it; and

3. Direct the Clerk of the Board to return one executed original of the lease to Real Property Services
for transmittal to the Lessor.

Prepared by: Linda Hartinm, Asst. Direclor. CAO Approval:,

REVIEW;

Auditor County Counse], Personnel Risk Manager, Other

TYPE OF ITEMS:

X Consent

Departmental
. . Public Hearing

Other

PREVIOUS ACTION/REFERRAL:

Board OnJerNo.

Meeting of:

BOARD OF SUPERVISORS, COUNTY OF HUMBOLDT
Upon motion of Supervisor NEEtY
seconded by Supervisor RODONI
and unanimously carried by thosememoe^s present, the Board
hereby adopts the recommended action contained in this Tcpon.

Dated:

rCANZONERI, CletgSftFe Board ^LOierCANZONERI

by:



DISCUSSION:

On December 5,2000, the Board of Supervisors adopted an ordinance creating the Department of
Health and Human Services pHHS) consolidating the Departments of Social Services, Public Health
and Mental Health into one Department. Since that time, County and DHHS staff have been working
to implement the new organizational structure as directed by the Board including the consolidation of
the DHHS Administrative Division and support functions and staff and the search for appropriate space
to house the division. On February 19, 2002, the Boa^d of Supervisors authorized County staff to
issue an Request for Proposals (RFP) for space for (he Administrative Division of the Department
Health and Human Services (DHHS); to evaluate any proposals received; to select the proposal best
meeting the needs of the Division; and to return to the Board to seek approval of the lease agreement.
Six proposals were received and through the selection process, staff determined that the proposal
submitted by Kramer Properties. Inc. for space in the Professional Building at 507 F Street, Eureka was
the proposal best meeting the needs of the DHHS Administrative Division. As a result of the RFP
process and the subsequent negotiations and design work, attached is the lease with Kramer Properties,
Inc for 25,595 square feet of office space within the Professional Building. The facility will bring
together approximately 100 DHHS administrative and support services staff currently located in 8
separate sites. The estimated date of occupancy is October 1, 2003.

Co-location of the department's administrative and support service staff will further the County's goal
of consolidation across branches and of revenue enhancement and maximization through centralization
of support for the integrated approaches and funding strategies the department is engaged in. Included
m the facility are DHIB Adminisliative staff and staff fî m the consolidated Financial Services
Division wth responsibilities for fiscal claiming, revenue monitoring, budget development and
^ckmg for all branches; the Employee Services Division with responsibility for the management of
department-wide personnel, payroll, safety and risk management activities; and the Information
Services aS) Division, responsible for overseeing the Department's various information systems and
for providmg the IS structure necessary to assist in carrying out integrated projects. In addition the
Family Intervention Team (FIT), the County's int^-agency out-of-home placement committee, will
also be housed m the facility and will include staff from DHHS as well as Probation,

Wale DOTS has alrrady increased revenue to the department and county by over 54 milUon dollars in
the pa^ two years, efforts at maintaining and maximizing those increases are hindered by support staff
being located separately. This co-location will allow for cross training to maximize coverage, sustain
and develop projects as well as facilitate the development of cost efficiencies in the use of staff
resources through centralization of duties to avoid duplication, and reduced staff travel time and
mileage cost between the branches,

FINANCIAI. mPACT-

The cost of the le^e is $1.79 per square foot ($45,815.05 per month) for the first year with annual
increases as specified m the lease. Lease costs include 25,595 square feet of space, the tenant
improvem^ts required by DHHS per the RFP, 80 dedicated parking spaces, janitorial and maintenance

^  ̂ <0 renew. Should the lease betemimat^ by the County pnor to the expirafion, the County would be responsible for the cost still
owing of the fully amortized tenant improvements at the time of termination in the amount of $10 170



times the number of months remaining on the lease. There is no impact to the general flmd as ail
DHHS branches are in their own funds.

Costs for the Administrative space will be charged to the HHS branches by a cost allocation plan and
claimed to the various State and Federal funding sources as appropriate in each branch. The majority
of the lease cost will be claimed to the State through the Administrative Claim. In addition, a portion
of the cost of this space will be offset by current administrative and support services space expenditures
as staff will be moved from the 8 current branch and other leased space locations into the new
consolidated space, fri some instances, the existing space wiU be vacated and in other instances, the
existing space will be used for other branch/program space requirements, thereby eliminating the
necessity of additional space related costs in another venue.

OTHER AGENCY INVOLVEMENT:

General Services Real Property Division; Public Works; County Counsel; and the County
Administrative Office.

ALTERNATIVES TO STAFF RECOMMENDATIONS:

The Board could elect to not execute this lease.
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Board of Supervisors
County of Humbotdt

Re: Kramer Lease Consent Calendar Item

The Board is being asked to make a very important decision on a lease tor 10 years
today. This lease will cost the County $44,700 a month and that equals $537,000 a
year for Health and Human Services Department to move Into the Kramer building.
This should be less than the County currently pays for the HSS Department's leases
per year and If not, the words ridtculous. frivolous and ludicrous come to mind when
the Board considers this decision.

Where will the HSS Department employees park? There will be 80 spaces provided
across the street, but there are more than 80 employees currently. Possibly, with the
cuts in the State budget there will be less than 80 employees in this department in the
near future (necessary layoffs) and the parking may be sufficient.

Where will the HSS •clients" park? There are certainly more than 80 clients. Each
person in the HSS Department has more than 20 "clients' per HSS employee. This
area already has a parking problem, A year ago the Food Mart store was not
approved as the location for HSS and that location was proposed to be leased at
$1.25 per square toot which was too much lor a commercial location at that time. In
the State of California, it is currently known among Realtors "mat commercial leases
have gone down In price and the commercial areas have a problem. Is this not true in
Humbotdt County also? Aretha commercial leases flourshing?

Who determined that $1.79 per square foot was a good price? Ridiculous, frivolous
and ludlcrious still comes to mind with this pricel

I believe with the State budget cuts, this agenda Item should be held over until the
County determines what their budget costs for HSS will be and what the State cuts to
their budget will be. This has been published in the San Francisco Chronicle as a
department that will suffer heavy budget cuts in the State. Unti) the cuts are
determined. 1 do not believe the County should enter into a 10 year lease on a very
expensive property with a very costly cancellation clause ($10,170 per month tor the
remainder of the 10 year term).

Thanks for your consideration.

Very truly yours.

PENIW ELSEBUSCH
(a verv concerned taxpayer)
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LEASE
ORIGINAL

This Lease made this day of 20 ̂  ("Effertive Date"), by and between
Kramer Properties, Inc., a California corpcraCion, (hereinafter called "Landlord"), and the County of
Humboldt, a political subdivision of the State of California, (hereinafter called 'Tenant").

ARTICLE 1

REAL PROPERTY, BUILDING, AND PREMISES

1.1 Lease of Premises. Subject to Section 1.5 relating to Tenant's right to expand and

contract the Premises, Landlord leases to Tenant and Tenant leases from Landlord those certain premises
described in Exhibits A, and A1 attached hereto ("Premises"), which are located in the building commonly
known as 507 F Street, Assessor's Parcel No's. 001-146-001, 001-146-008 and 001-104-002 in the City of
Eureka, County of Humboldt ("Building"). Subject to verification as provided in Subsection 1.4.2. the
Rentable Area (as defined in Section 1.4'^ and Usable Area (as defined in Section 1.4) of the Premises are
25,595 square feet and 25,595 square feet, respectively. The Building, the areas sen/Icing the Building
(including any adjacent parking structure and parking area), and the land on which the Building and those
areas are located (as shown on the site plan attached to this Lease as Exhibit are sometimes
collectively referred to as the "Real Property".

1.2 Appurtenant Rights. Tenant shall have the right to the non-exclusive use, in common
with others, throughout the term of this Lease, of ail common stairways, elevators, sidewalks, plazas and
walkways, easements and sen/ice alleys surrounding the Building, delivery and loading areas and facilities
of the Building, elevator lobbies, telephone equipment rooms and ail other common facilities in or about
the Building, and the appurtenances thereto, as the same may exist from tkne to time. Such use shall be
for Tenant and its customers, agents, employees, assignees, subtenants, licensees and Invitees and shall
be In common with the use of same by Landlord, its tenants, customers, agents, employees, licensees
and invitees. Landlord covenants that all light and air now enjoyed by the Premises shall not be
interrupted or disturbed by any act of Landlord during the term of this Lease.

1.3 Preparation of Premises: Acceptance. The rights and obligations of the parties regarding
the construction of the Premises before the commencement of the Lease Term are stated in the

Leasehold Improvement Agreement attached to this Lease as Exhibit C. If this Lease conflicts with the
Leasehold Improvement Agreement, the Leasehold Improvement Agreement shall prevail. Landlord
hereby represents and warrants to Tenant that Landlord shall complete the Building and the Premises In
accordance with the terms and conditions of the Leasehold Improvement Agreement even in the event
that Landlord fails to obtain financing for some or all of the improvements.

1.3.1 Prevallina Wage. Landlord acknowledges and agrees that all work on building
modifications performed by Landlord at the request of Tenant, as specified in Exhibit C, shall be
governed by and performed in accordance with the provisions of Article 2 of Chapter 1, Part 7, Division 2
of the Labor Code of the State of California (Sections 1770, et seq.). These provisions are not applicable
to modifications costing not more than One Thousand Dollars ($1,000.00).

Pursuant to the provisions of Section 1773 of the Labor Code of the State of
California, the Humboldt County Board of Supervisors has obtained the general prevailing rate of per diem
wages and the general prevailing rate for holiday and overtime work In the locality applicable to this
Lease for each craft, classification, or type of workman needed to execute the aforesaid structural
modifications from the director of the State Department of Industrial Relations. Landlord herein agrees
that Landlord shall post, or cause to be posted, a copy of such wage rates at the job site and shall pay
the adopted prevailing wage rates. Copies of said prevailing wage rates may be obtained from Count/s
Clerk of the Board or the Department of Public Works.



1.4 Rentable Area and Usable Area.

Standard of Calculation. For purposes of this Lease, "Rentable Area," "Rentable
Square Feet," "Rentable Square Footage," "Usable Area," "Usable Square Feet," and "Usable Square
Footage" shall be calculated under the Building Owners and Managers Association International standards
( BOMA) or gross measurement of exterior wall to wall.

l'4-2 Verification of Rentable Area and Usable Area, Within thirty (30) days after
completion of construction of the Premises as provided In Exhibit C. Landlord's architect shall calculate
and certify in writing to Landlord and Tenant the Rentable Area and Usable Area of the Premises and the
Rentable Area of the Building. If Tenant disagrees with the determination of the Rentable Area or Usable
Area of the Premises or the Rentable Area of the Building as calculated by Landlord's architect, Tenant
shall provide Landlord with written noUce of Tenant's disagreement (Tenant's Notice of Disapproval")
within thirty (30) days after the date on which Tenant receives the calculation by Landlord's architect. The
parties shall diligently attempt in good faith to resolve the disagreement over the Rentable Area or Usable
Area of the Premises or the Rentable Area of the Building within thirty (30) days after the date on which
Landlord receives Tenants Notice of Disapproval. If the parties are unable to resolve the disagreement
within that period of time, the dispute shall be resolved by arbitration under Article 23. except that the
arbitrator must be a licensed architect with a minimum of five (5) years' experience in designing office
buildings similar to the Building, and the arbitrator must render a final decision within forty-five (45) days
after the date on which the arbitrator is selected.

Adjustment of Rent. On the final determination of the Rentable Area of the
Prernises and the Building, If the Rentable Area of either is different from that stated in Section 1.1. Rent
that is based on the Rentable Area shall be recalculated In accordance with that final determination. On
the recalculation of Rent as provided in this Subsection 1.4.3 the parties shall execute an amendment to
this Lease stating the recalculated Rent. Execution of that amendment shall not be a condition precedent
to the effectiveness of the recalculated Rent. If there Is a dispute over the Rentable Area of the Premises
or the Building that has not been settled as provided in Subsection 1.4.2 by the date on which Tenant is
required to begin paying Rent under this Lease, Tenant shall pay to Landlord the Rent stated in Section

unbi final determination of the Rentable Area of the Premises. If the Rent after final determination of
the Rentable Area of the Premises Is more than the Rent specified in Section 4.1. the deficiency must be
paid by Tenant to Landlord, without interest, within thirty (30) days after that final determination If the
Rent after final determination of the Rentable Area of the Premises is less than the Rent in Section 4.1.
Landlord shall aedit the overpayment made by Tenant to the next Rent due, without interest.

Reduction of Offiqe Space. Tenant shall have the right to reduce the Rentable Area of
the Premises by following the procedures set forth in Section 2.6.3.

ARTICLE 2

TERM

- . The term of this Lease ("Lease Term") shall commence on the CommencementDate provided for in S^lon 2.2 below and shall end upon the expiration of Ten (10) years following said
Commencement Date plus the number of days between the Commencement Date and the first day of the
next successive calendar month if the Commencement Date occurs on a day other than the first day of a
calendar month ("Lease Expiration Date"), subject to any option, renewal or extension rights of Tenant as
provided for in this Lease.

^  Commencement Date. The Lease Term shall commence on the later of the followingdates (^e (^mmencement Date"): (a) Octoberi, 2003 or (b) the date that is the earlier of the day on
which Tenant commences operation of its business in the Premises or the day that Is the first .Monday
following the elapse of thirty (30) days from actual receipt by Tenant of written notice from Landlord that



the work to be done in the Premises by Landlord pursuant to the provisions of Exhibit C is substantially
completed. Notwithstanding the foregoing, if Tenant receives actual written notice from Landlord more
than thirty (30) days prior to the date stated in subclause (a) of the preceding sentence that the work to
be done in the Premises by Landlord is substantially completed and if Tenant commences operation of its
business in the Premises prior to the date stated in said subclause (a), then this Lease shall commence on
the date that Tenant commences operation of its business in the Premises. Upon the determination of the
Commencement Date, Landlord and Tenant shall execute a written acknowledgment of the
Commencement Date and shall attach it to this Lease as Exhibit D.

2.3 Substantial Completion of Landlord's Work. The work to be done in the Premises by
Landlord pursuant to the provisions of Exhibit C shall be "substantially completed" when Landlord has
delivered to Tenant a temporary or final certificate of occupancy for the Premises and Landlord's work has
been substantially performed, although minor details or adjustments that do not Interfere with Tenant's
use of such space may have not been completed. Landlord shall diligently pursue completion of any
minor details or adjustments that have not been performed at the time Landlord gives the aforesaid
notice of substantial completion to Tenant. Notwithstanding anything contained herein to the contrary, if,
after receiving the aforesaid notice from Landlord that the Landlord's work is substantially completed.
Tenant shall be delayed in installing and completing or having installed and completed any finishing work
necessary for the operation of Tenant's business in the Premises (Including, without iimltation, files,
reproduction and other office equipment, and telephone communications facilities) or in completing the
move or installation of substantially all of its furniture and other equipment into the Premises so as to be
able to commence its business there, by reason of fire, casualty, acts of God, strikes, lockouts, or other
labor troubles, inability to secure materials, governmental laws or regulations, or other causes of
whatever kind beyond the reasonable control of Tenant, then the Commencement Date shall be deferred
for a period of time equivalent to the period of such delay. Evidence of when the Landlord's work has
been substantially performed shall be either delivery to Tenant of temporary occupancy, final certificate of
occupancy or a certificate to that effect signed by Landlord's architect and l^enant's architect. Landlord
agrees to use its best efforts to provide Tenant with at least thirty (30) days' advance notice of the date
on which the Premises are expected to be substantially completed.

2.4 Delay In Commencement. If Landlord, for any reason whatsoever, fails to give Tenant
notice by November 1, 2003, that the Landlord's work in the Premises is substantially completed, as
provided for above, then the Tenant may: (a) terminate this Lease by giving Landlord five (5) days prior
written notice of its intention to do so; or (b) extend Landlord's time for completion thereof and delivery
of possession to Tenant, and withhold from the first rental payment and subsequent rental payments as
may be necessary, as liquidated damages, an amount equal to one and one-half times the Rent otherwise
due for each day after said date during which Landlord has failed to give Tenant such notice of
substantial completion. Notwithstanding the foregoing, if Landlord, for any reason whatsoever, fails to
give Tenant notice that the Landlord's work in the Premises is substantially completed by January 1,
2004, Tenant at its option shall have the right, by giving Landlord five (5) days' prior written notice of its
intention to do so, to immediately cancel this Lease, and recover the additional sum of three (3) months'
rent from Landlord, as liquidated damages. This agreement for liquidated damages is entered into
because the amount is manifestly reasonable under the circumstances at the time of this Lease, and it
would be extremely difficult or impossible to determine, with any degree of accuracy, the actual damages
cntiseri by such delay. Landlord's obiiaation to complete the Premises within the time spedfted In this
Section 2.4 shall not be extended for any reason except delays caused by Tenant, strikes, lockouts, fires,
floods, war, or civil disorder.

^ ^-5 Option To Extend Term. Landlord grants to Tenant two (2) options to extend the Lease
Term ( Extension Option ) for a period of five (5) years each ("Option Term"), subject to the conditions
described in this Section 2.5.

2.5.1 Conditions of Option. The Extension Option may be exercised only by written
notice delivered by Tenant to Landlord as provided in Subsection 2.5.3 and only if, as of the date of



delivery of the notice; Tenant is not in material default under this Lease after the expiration of any
applicable cure periods. If Tenant properly exercises the Extension Option, the Lease Term, as it applies
to the entire Premises then leased by Tenant, shall be extended for the Option Term. If Tenant exercises
the first Extension Option, Landlord shall, prior to the commencement of the first option term, repaint the
intenor of the Premises and install new carpeting throughout the Premises in a manner acceptable to
Tenant.

2.5.2.1 First Option Term. Commencing on the first day of the First Option Term
and continuing each year thereafter of the First Option Term, annual rent shall be adjusted by the
percentage increase In the revised Consumer Price Index for all Items (1967=100) U.S. City Average,
West Cities Size B-C,as published by the United States Department of Labor, Bureau of Labor Statistics (
called the Index" in this Lease) for the prior calendar year. In calculating this percentage increase, the
most current Index immediately preceding the date of annual adjustment during the extended term shall
be used. In the event the Index is either unavailable, is no longer published, or Is calculated on a
significantly different basis following the date of this Lease, the most comprehensive official Index
published which most closely approximates the rate of inflation shall be substituted in place of the Index.
July 2003 shall be the base month for this adjustment. On adjustment of the rent in accordance with this
paragraph, Landlord shall execute a letter stating the adjustment. In no event shall the rent be less than
Forty Five Thousand Eight Hundred Fifteen Dollars and 05/100 ($45,815.05) per month. Regardless of
the CPI percentage change, the increase or decrease for any one year will be no more than three percent
(3%).

2.5.2.2 Second Option Term. The rent payable by Tenant during the second
Option Term shall be equal to the Fair Market Rental Value of the Premises as of the commencement of
the Option Term. For purposes of this Section 2.5.2-2. Fair Market Rental Value of the Premises shall be
the rental rate, Including all escalations, at which tenants lease comparable space as of the
commencement of the second Option Term. For this purpose, "comparable space" shall be office space
that is: (a) not subleased; (b) not subject to another tenant's expansion rights; (c) not leased to a tenant
that holds an ownership Interest in the landlord; (d) not leased to a tenant under a renewal or an
extension of a lease; (e) comparable in size, lo3tion, and quality to the Premises; (f) leased for a term
comparable to the second Option Term; and (g) located in comparable buildings.

^■5-3 Exercise of Option. The Extension Options must be exercised by Tenant, if at all,
only at the time and in the manner provided In this Subsection 2.5.3.

2.5.3.1 Exercise of First Option. If Tenant wishes to exerdse Its Extension
Option with respect to the first Option Term, Tenant shall deliver written notice to Landlord no less than
ninety (90) days before the expiration of the Initial Lease Term.

2.5.3.2 Exerdse of Second Option. If Tenant wishes to exerdse its Extension
Option with respect to the second Option Term, Tenant shall deliver written notice to Landlord no less
than ninety (90) days before the expiration of the first Option Term. The parties shall have thirty (30)
days after Landlord receives the option notice in which to agree on the rent for the second Option Term.
If the parties agree on the rent for the second Option Term during that period, they shall promptly
execute an amendment in accordance with Section 2.5.4. If the parties are unable to agree on the rent
In accordance with Section 2.5.2.2 within that period, then within ten (10) days after the expiration of
that period each party, at its cost and by giving notice to the other party, shall appoint a real estate
appraiser with a Califorrvia General Certification and at least five (5) years' full-time commercial appraisal
experience In the area and market segment in which the Premises are located to appraise and set the
rent in accordance with Section 2-5.2.^ for the second Option Term. If a party does not appoint an
appiaiser within ten (10) days after the other party has given notice of the name of its appraiser, the
single appraiser appointed shall be the sole appraiser and shall set the rent for the second Option Term.



If the two appraisers are appointed by the parties as stated In this Section, they shall meet promptly and
attempt to set the rent. If they are unable to agree within thirty (30) days after the second appraiser has
been appointed, they shall attempt to elect a third appraiser meeting the qualifications stated in this
Section within ten (10) days after the last day the two appraisers are given to set the rent. If they are
unable to agree on the third appraiser, either of the parties to this Lease by giving ten (10) days' notice
to the other party can file a petition with the American Arbitration Association solely for the purpose of
selecting a third appraiser who meets the qualifications stated in this Section. Each party shall bear half
the cost of the American Arbitration Association appointing the third appraiser and of paying the third
appraiser's fee. The third appraiser, however selected, shall be a person who has not previously acted In
any capacity for either party. Within thirty (30) days after the selection of the third appraiser, a majority
of the appraisers shall set the rent for the second Option Term. If a majority of the appraisers are unable
to set the rent within the stipulated period of time, the three appraisals shall be added together and their
total divided by three; the resulting quotient shall be the rent for the Premises during the second Option
Term. In setting the minimum monthly rent for the second Option Term, the appraiser or appraisers shall
consider the use to which the Premises are restricted under this Lease and shall not consider the highest
and best use for the Premises without regard to the restriction on use of the Premises contained in this
Lease. If, however, the high appraisal is more than five percent (5%) higher than the middle appraisal,
the high appraisal shall be disregarded. If the high appraisal is disregarded, the remaining two appraisals
shall be added together and their total divided by two; the resulting quotient shall be the rent for the
Premises during the second Option Term. After the rent for the second Option Term has been set, the
appraisers shall Immediately notify the parties. If Tenant objects to the rent that has been set, Tenant
shall have the right to have the Lease expire at the end of the first Option Term. Tenant's election to
allow this Lease to expire at the end of the Option Term must be exercised within thirty (30) days
after receipt of notice from the appraisers of the rent.

2.5.4 Amendment to Lease. If Tenant bmely exercises its Extension Options, Landlord
and Tenant shall promptly execute an amendment to this Lease extending the Lease Term on the terms
and conditions set forth in this Section 2.5. Execution of that amendment shall not be a condition
precedent to the effectiveness of the Option Term.

2.5 Termination bv Tenant.

2.6.1 Ncn-aDoroDriation of Funds. Tenant may terminate this Lease, in accordance
with Section 2.6.3 below, with respect to all or part of the Premises upon ninety (90) days prior written
notice to Landlord (Termination Notice") on the happening of any one or more of the foilowing events:
(a) the County Board of Supervisors fails to appropriate sufficient funds for the rental of the property
covered by ttiis Lease; (b) the County Board of Supervisors discontinues, in whole or in part, the program
or agency for which the Premises were leased; or (c) the funding, whether County, State or Federal, for
the program or agency for which the Premises were leased is reduced or withdrawn.

2.6.2 Discretionary Termination. At any time after January 1, 2009, Tenant shall have
the option, on notice to Landlord ('Termination Notice"), to terminate this Lease with respect to all or
part of the Premises, in accordance with Section 2.6.3 below.

2.6.3 Termination Procedures.

2.5.3.1 Exercise of Termination Richt. The Premises subject to any Termination
Notice shall be referred to as the "Canceled Premises." The termination shall be effective as of ninety
(90) days, in the case of a termination under Section 2.6.1. and sixty (60) days In the case of a
termination under Section 2.6.2. after Tenant delivers the Termination Notice to Landlord ("Lease
Termination Date"). Tenant's delivery of the Termination Notice to Landlord shall be aoiompanled by an
amount equal to the Lease Termination Fee, as defined in this Section 2.6.3.



2.6.3.2 Lease Termmation Fee. Before giving the Termination Notice, Tenant shall
give Landlord a preliminary notice stating Tenant's intention to exercise the right to terminate and the
proposed Lease Termination Date. Within thirty (30) days after receiving the preliminary notice from
Tenant, Landlord shall notify Tenant of the amount of the Lease Termination Fee based on the
appropriate Lease Termination Date set forth in Tenant's notice. The Lease Termination Fee shall be
equal to the "Unamortized Value as of the Lease Termination Date" of the "Lease Concessions," as
defined in this Subsection 2.6.3.2.

2.6.3.2.1 Lease Concessions. For purposes of this Subsection
2.6.^.2, Lease Concessions shall be equal to the sum of (a) the amount of the tenant Improvement
allowance and any other improvement allowance granted by Landlord in connection with Landlord's
delivery of the Canceled Premises to Tenant; and (b) the amount of the free rent or rent abatement
granted to Tenant in connection with the lease of the Canceled Premises.

2.6.3.2.2 Unamortized Value as of Lease Terminahbn Date. The
"Unamortized Value as of the Lease Termination Date" of the Lease Concessions shall be equal to the
product of:

(a) The number of months of the Lease Term remaining
after the Lease Termination Date until the original Lease Expiration Date; and

(b) The Monthly Amortization Amount, as determined In
Subsection 2.6.3.2.3.

2.5.3.2.3 Monthly Amortizatjon Amount-. The "Monthly
Amortization Amount" shall be determined as if It were a component of an annuity, using:

(a) The amount of the Lease Concessions, not Including any
concessions for Tenant's expansion options, as the present value of the annuity;

(b) One Hundred Twenty (120) as the number of monthly
payments of the annuity, commencing on the Lease Commencement Date and ending on the Lease
Expiration Date; and

(c) The Monthly Amortization Amount, Ten Thousand One
Hundred Seventy Dollars ($10,170.00) as the monthly payment amount under the annuity.

Holding Over. Any holding over by Tenant shall not be nor be construed to be a renewal
of the term of this Lease but shall constitute a month to month tenancy which may be terminated by
either party upon ninety (90) days prior written notice to the other party, and shall otherwise be on the
same terms and conditions herein set forth.

ARTICLE 3

USE OF PREMISES

3.1 Tenant's Use. The Premises shall be used for any lawful purpose.

Landlord's Obligations. Landlord shall lease space in the Building only for purposes
consistent with the maintenance of a first class office/commercial building of the kind and character of the
Building as of the date hereof.

ir-



ARTICLE 4

REMT

4.1 Definition of "Renf-Limited SetofP. Tenant shall pay to Landlord rent ("Rent") in equal
monthly installments of Forty Five Thousand Eight Hundred Fifteen and 05/100 Dollars ($ 45,815.05
[$1.79] per sq. ft. of the Rentable Area) in advance on or before the first day of every calendar month
during the Lease Term, without any setoff or deduction except as provided in Section 5.1 and Section
20.2. Commencing on the flret day of the second year and continuing each year thereafter during the
initial term and first option term, annual rent shall be adjusted by Che percentage increase in the revised
Consumer Price Index for all items (1967=100) U.S. City Average, West Odes Size B-C, as published by
the United States Department of Labor, Bureau of Labor Statistics ( called "the Index" In this lease) for
the prior calendar year. In calculating this percentage increase, the most current Index available on the
date of commencement of the prior term and the most current Index available Immediately preceding the
date of annual adjustment during the extended term shall be used. In the event the Index is either
unavailable, is no longer published, or is calculated on a significantly different basis following the date of
this Lease, the most comprehensive official Index published which most closely approximates the rate of
inflation shall be substituted in place of the Index. July 2003 shall be the base month for this adjustment.
On adjustment of the rent in accordance with this section, Landlord shall execute a letter stating the
adjustment. In no event shall the rent be less than Forty Rve Thousand Eight Hundred Fifteen and
05/100 Dollars ($45,815.05) per month. Regardless of the U.S. City Average, West Cities B-C,the
Inaease or decrease for any one year will be no more than 3 percent (3%). Payment shall be made at
the address set forth in Section 19.3 or at any other place that Landlord may from time to time designate
In writing.

4.2 Initial Payment: Proration. The Rent for the first full calendar month of the Lease Term

shall be paid on the Commencement Date. If any payment date (including the Lease Commencement
Date) for Rent, fells on a day other than the first day of that calendar month, or if any Rent payment is
for a period shorter than one calendar month, the Rent for that fractional calendar month shall accrue on
a daily basis for each day of that fractional month at a daily rate equal to 1/365 of the total annual Rent.
All other payments or adjustments that are required to be made under the terms of tiiis Lease and that
require proration on a time basis shall be prorated on the same basis.

ARTiaE 5

MAINTENANCE

5.1 Maintenance of BuHdino and Premises. Except as otherwise provided in this Lease,
during the Lease term, Landlord, at Its expense, agrees to maintain the Building and the Premises,
Including landscaping, in first class condition appropriate for a building of this type and in this location.
This obligation shall include, but not by way of limitation, the maintenance and repair of any air
conditioning, heating, ventilating, elevator, sprinkler, sewage, electrical, water supply or steam system,
foundation, superstructure, structural roof, roofing membrane, exterior walls, and other structural
members and parts of the Building, all ordinary maintenance of die exterior portions of the Building such
as painting and/or washing the exterior walls and windows, maintaining the exterior portions of the
Building, polishing or waxing any exterior components, cleaning and maintaining sidewalks adjacent to
the Building, rubbish removal and all interior maintenance, repair and replacement, Including, without
limitation, the replacement of fluorescent lighting ballasts and restroom supplies. In addition, Landlord
shall provide, for the use by Tenant and Its customers, agents, employees, assignees, subtenants,
licensees and invitees during Tenant's normal business hours (i.e., 7:00 a.m. - 6:00 p.m.) as the same
may be established from time to time, building utility services and elevators and building maintenance
personnel who shall, at the option of Landlord, be either on duty in the Building or reasonably available to
the Tenant and capable of promptly performing the services or work required. Landlord shall have thirty
(30) days after notice from Tenant to perform Its obligations under this Section, except that Landlord



shall perform its obligations immediately if the nature of the problem presents a hazard or emergency or
substantially interferes with Tenant's use of the Premises. If Landlord does not perform its obligations
within the time limitations in this Section, Tenant can perform the cbiigations and have the right to be
reimbursed for the sum Tenant actually expends In the performance of Landlord's obligations. If Landlord
does not reimburse Tenant within fifteen (15) days after demand from Tenant, Tenant shall have the
right to withhold from future Rent due the sum Tenant has expended until Tenant is reimbursed in full.

5.2 Maintenance bv Tenant. Tenant shall be responsible for the maintenance, including
repair and/or replacement desired by Tenant, of its interior signs, furnishings and other personal property
used in connection with the Premises. Tenant shall net be responsible for any of the items which are
Landlord's responsibilities.

ARTICLE 6

UTILTnES, SERVICES AND TAXES

6.1 Tenant to Pav Utilities. Tenant shall pay for all electricity, gas, and telephone/computer
services supplied to the Premises.

6.2 Failure to Furnish Utilities. Except as hereinafter provided, Landlord shall not be liable for
any failure to furnish any of such services or utilities when such failure is caused by strikes, lockouts,
other labor troubles or other conditions beyond Landlord's reasonable control (financial Inability
excepted), and Tenant shall not be entitled to any damages nor shall any such failure relieve Tenant of
the obligation to pay Rent, or constitute or be construed as a construcive or other eviction of Tenant.
Notwithstanding the foregoing, Rent of any kind provided in this Lease shall be equitably abated in the
event Landlord, for whatever reason, Is unable to supply any of the Building's sanitary, electrical, heating,
air conditioning, water or other systems serving the Premises for a period of twenty-four (24) hours,
unless the damage or defective condition relating to such systems is caused by; (a) Tenant, its
employees, licensees or Invitees; or (b) strike, lockout or other labor troubles; or (c) other conditions
beyond Landlord's reasonable control (financial Inability excepted). If the damage or defective condition
is caused by one of the above three listed reasons, then the amount of such abatement shall be agreed
upon by Landlord and Tenant or, in the event Landlord arxj Tenant are unable to agree on such
abatement, the amount shall be determined in an arbitration proceeding (pursuant to the terms of Article
22) according to the extent to which such unavailability interferes with Tenant's normal business
operations on the Premises. If Landlord's failure to furnish any such services or utilities to the Premises
or to supply any of the Building's sanitary, electrical, heating, air conditioning, water or other systems
serving the Premises for any period of time is caused by any negligence or willful act of Landlord, or
Landlord's agents or contractors, there shall be an Immediate abatement of Rent for the period of such
failure or (ack of supply. In the event of any stoppage or interruption of services, Landlord shall use its
best efforts to restore said services as soon as possible. Tenant, however, shall have the nght, at its
option, to terminate this Lease if any such stoppage or interruption of said services continues for any
reason for more than fourteen (14) consecutive days.

6.3 Security Services. Landlord shall provide security services for the Building arxl Real
Property in accordance with the specifications attached to this Lease as Exhibit E. Subject to the terms
and conditions of the Leasehold Improvement Agreement, Tenant shall have the right to Install or have
installed in the Premises, a card key access system or other security system.

6.4 Janltorla! Services. Landlord agrees to provide reasonable bonded cleaning service
consistent with first class buildings for the Premises and for all of the public and common areas in the
Building and appurtenances thereto, Including the elevators and stairways. Such services shall include
those set forth in Exhibit F attached hereto and incorporated herein by this reference. Tenant shall have
the right for any reason whatsoever or for no reason, upon thirty (30) days notice to Landlord, to assume



responsibility for providing janitorial service and supplies, and in said event, the Rent due under this
Lease shall be reduced by 15/100 ($0.15) per Rentable Square Foot.

6,5 Property Taxes. Landlord shall pay all real property taxes and general and special
assessments levied and assessed against the premises.

ARTICLE 7

ALTERATIONS AND IMPROVEMENTS

During the term of this Lease, Tenant shall make no alterations, installations, additions, or
Improvements to the Premises costing more than Ten Thousand Dollars ($10,000.00) without submitting
to Landlord plans and specifications therefor and obtaining Landlord's written consent, which consent will
not be unreasonably withheld or delayed. Landlord, without any cost to itself, shall cooperate with
Tenant in securing building and other permits and authorit/ necessary from time to time for any work
permitted under this Lease. Tenant may at any time remove any equipment and trade fixtures installed
by Tenant in the Premises. Improvements made by Tenant at any time to the Premises during the terms
of this Lease shall be and remain the property of Tenant.

ARTICLE 8

PARKING

Included in Tenant's rental herein is the right of Tenant's customers and invitees to have the right
to use free of charge eighty (80) parking spaces In the parking areas associated with the building as
described in attached Exhibits A and Al. Tenant shall have the right to require Landlord to appropriately
designate One Hundred percent (100%) of the spaces as reserved for employees and customers of
Tenant. In the event Landlord installs a system of charging for parking in the parking area, Landlord shall
establish and make available to Tenant no charge validations issued to Tenant's customers and invitees i
for the use of such parking to the extent of said parking spaces in the parking area.

ARTICLE 9

INSURANCE AND INDEMNITY

9.1 Landlord's Insurance.

9.1.2 THIS LEASE SHALL NOT BE EXECUTED BY TENAIVT and the Landlord Is not

entitled to any rights, unless certificates of insurances, or other sufficient proof that the following
provisions have been complied with, and such cert]ficate(s) are filed with the Clerk of the Humboldt
County Board of Supervisors.

9.1.3 vyithout limiting Landlord's IndemnificatiGn provided herein. Landlord shall obtain
and maintain, throughout the period of this Agreement, the following policies of insurance placed with
insurers with a current A.M. Bests rating of no less than A:VII or its equivalent against injury/death to
persons or damage to property which may arise from or In connection with the activities hereunder of
Landlord, Its agents, employees or subcontractors.

9.2 Comprehensive or Commercial General Liability Insurance. Comprehensive or
Commercial General Liability Insurance at least as broad as Insurance Services Office Commercial General
Liability coverage (occurrence fonri CG 0001), in an amount of $1,000,000 per occurrence. If a general
aggregate limit is used, either the general aggregate limit shall apply separately to this project or the
general aggregate shall be twice the required occurrence limiL Said policy shall contain, or be endorsed
with, the following provisions:



(a) The Tenant, its officers, employees and agents, are covered as additional
insured for liability arising out of the operations performed by or on behalf of Landlord. The coverage
shall contain no special limitations on the scope of protection afforded to the Tenant, its officers, agents,
and employees.

(b) Tne policy shall not be canceled or materially reduced in coverage without thirty
(30) days prior written notice (10 days for nonpayment of the premium) to Tenant by mail.

(c) The inclusion of more than one insured shall not operate to impair the rights of
one Insured against another insured, and the coverage afforded shall apply as though separate policies
had been issued to each insured, but the inclusion of more than one insured shall not operate to inaease
the limits of the insurer's liability.

(d) For claims related to this project, the Landlord's insurance is primary coverage to
the Tenant, and any insurance or self-Insurance programs maintained by the Tenant are excess to
Landlord's Insurance and will not be called upon to contribute with it

(e) Any failure to comply with reporting or other provisions of the parties, including
breach of warranties, shall not affect coverage provided to Tenant, its officers, employees, and agents.

9.3 Workers' Comoensation Coverage. Workers' Compensation and Employer's Liability
insurance meeting statutory limits of the California Labor Code which policy shall contain or be endorsed
to contain a waiver of subrogation against Tenant, its officers, agents, and employees and provide for
thirty (30) days prior written notice in the event of cancellation.

9.4 Fire and Extended Coverage Insurance. At all times during the term of this Lease,
Landlord shall keep the Building (excluding the land) Insured against damage and destruction by fire,
vandalism, and other perils covered by the broadest extended coverage endorsement obtainable with
insurance companies acceptable to Tenant and licensed to do business in the State of California, in the
amount of 90% of the full replacement value of the Building (excluding the land) in Its entirety, including
debris removal. The insurance policies required above shall provide that the replacement cost of the
Building (excluding the land) shall be redetermined by Landlord subject to approval by Tenant In Intervals
of no more than one year. The insurance policies shall include an endorsement entitled "Average Qause
(Stipulated Amount) and Waiver of Inventory and Appraisement Qause", and in the event such
endorsement is not obtainable. Tenant shall not be responsible to Landlord for any coinsurance penalties
assessed by any insurance company because of the failure of Landlord to carry sufficient insurance for the
Building. Such insurance shall insure the interests of both Landlord and Tenant in the Building and all
other improvements and appurtenances on the land, as their respective interests may appear from time
to time and shall name Tenant as an additional Insured and other tenants may be added as additionally
insured.

9.5 Proceeds. Any moneys collected from the insurance company or companies pursuant to
Section 9.4 hereof from damage or destruction to the Building, or any part thereof, shall be held by
Landlord in trust to be used and applied exclusively In accordance with Article 10 entitled "Destruction
and Untenantability of Premises."

9.6 Rental Interruption Insurance

9.6.1 Landlord agrees to purchase at its own expense and to keep In force during the
term of this Lease, a policy or policies of rental interruption insurance to cover one hundred percent
(100%) of the rent payable by all tenants occupying the building.
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9.7 Other Insurance Matters

9.7.1 Landlord shall furnish Tenant with certificates and original endorsements
effecting the required coverage prior to execution of this agreement by Tenant. The endorsements shall
be on forms as approved by the Tenant's Risk Management or Tenant's Counsel. Any deductible or self-
insured retention over $100,000 shall be disclosed to and approved by Tenant.

9.7.2 In the event Tenant receives a thirty (30) day written notice of canceilation
concerning any of the required policies, or should Landlord fail to have in effect the required coverage at
anytime during this lease, Tenant may give notice to Landlord to reinstate or acquire the affected
coverage. Should Landlord fall to reinstate or acquire the affected coverage within ten (10) days of
Tenant's notice to reinstate or acquire the affected coverage, Tenant may either terminate the lease,
reinstate or acquire the affected coverage, and Landlord shall reimburse Tenant for the necessary cost at
Tenant's option.

9.7.3 All coverages shall be with insurance carriers licensed and admitted to do
business in California. All coverages shall be with insurance carriers acceptable to Tenant.

9.8 Tenant's Insurance

9.8.1 Without limibng Tenant's Indemnification provided herein, Tenant shall obtain
and maintain, throughout the period of the agreement, the following policies of insurance placed with
insurers with a current A.M. Bests rating of no less than A:VII or Its equivalent against injury/death to
persons or damage to property which may arise from or In connection with the activities hereunder of
Tenant, Its agents, employees or subcontractors. Copies of said policies shall be delivered to the Landlord
prior to delivery of possession. They shall be kept current during the term of the lease and any updates
or renewals shall be provided to Landlord within sixty (60) days.

9.9 Comprehensive or Commercial General Liability Insurance Comprehensive or
Commercial Liability Insurance at least as broad as Insurance Services Office Commercial General
Liability coverage (occurrence form CG 0001), in the amount of $1,000,000 per occurrence. If a general
aggregate limit is used, either the general aggregate limit shall apply separately to this project or the
general aggregate shall be twice the required occurrence limit. Said policy shall contain, or be endorsed
with, the following provisions:

(a) The Landlord, its officers, employees and agents, are covered as additional
insured for liability arising out of the operations performed by or on behalf of Tenant. The coverage shall
contain no special limitations on the scope of protection afforded to the Landlord, its officers, agents, and
employees.

(b) The policy shall not be canceled or materially reduced in coverage without thirty
(30) days prior written notice (10 days for non-payment of the premium) to Tenant by mail.

(c) The Inclusion of more than one insured shall not operate to impair the rights of
one Insured against another insured, and the coverage afforded shall apply as though separate policies
had been issued to each insured, but the Inclusion of more than ore insured shall not operate to increase
the limits of the insurer's liability.

(d) For claims related to this project, the Tenant's insurance Is primary coverage to
the Landlord, and any insurance or self-insurance programs maintained by the Landlord are excess to
Tenant's insurance and will not be called upon to contribute with it.
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(e) Any failure to comply with reporting or other provisions of the parties, including
breach of warranties, shail not affect coverage provided to Landlord, its officers, employees, and agents.

9.10 Workers' Compensation Coverage Tenant is in compliance with the provisions of the
California Labor Code Section 3700, which requires every employer to be insured against liability for
workers' compensation and employers' liability or to undertake self-insurance in accordance with the
provisions of that code.

9.11 Hold Harmless/Indemnifiation Qause.

9.11.1 Pursuant to Government Code section 895.4, the parties to this Lease
shall indemnily, defend and hold harmless the other parties hereto and their officers, agents, and
employees, from any and all claims, demands, losses, damages, and liabilities of any kind or nature,
including attorney's fees, which arise by the virtue of its own acts or omissions (either directly or through
or by its officers, agents or employees) in connection with Its duties and obligations under this Lease and
any amendments hereto.

9.11.2 Acceptance of insurance required by this Lease does not relieve Landlord
from liability under this indemnification clause. This indemnification clause shall apply to all damages or
claims for damages suffered by Landlord's operations regardless if any insurance Is applicable or not.

ARTICLE 10

DESTRUCTION AND UNTENAMTABILTTY OF PREMISES

10.1 Loss - Insured or Uninsured. Subject to the options to terminate hereinafter provided in
this Artide 10. if during the Lease Term, the Building or any portion thereof is damaged by fire,
earthquake or other casualty or peril, Landlord shall with all due diligence (upon receipt of insurance
proceeds) repair or rebuild the Building and the Premises to the condition at least equal to that existing
immediately prior to said damage. In connection therewith, Landlord shall use any such insurance
proceeds for such purpose, together with any insurance proceeds received by Tenant by reason of
insurance on improvements made by it in excess of the actual amount needed to replace or restore
Tenant's improvements, fixtures and equipment, provided that any such proceeds received by Tenant
shail only be used for the replacement or restoration of Tenant's improvements, fixtures and equipment.
If, by reason of the provisions of any mortgage or deed of trust executed by Landlord encumbering the
Building, insurance proceeds are required to be made payable to the lienholder and/or the policies of
insurance placed in its custody. Tenant hereby consents thereto, provided that the lienholder in question
shall first agree In writing with Landlord to make the proceeds of said insurance available for the repair
and restoration of the Building.

10.2 Major Damage. For purposes of this Article 10. "major damage" to the Building resulting
from fire, earthquake or any other casualty or peril is defined as damage to such extent that the
estimated cost of full repair of such damage is greater than fifty percent (50%) of the then full
replacement value of the Building as required for purposes of the then existing insurance policies
provided for in Artide 9. Any other damage to the Building from any such casualty or risks shall be
deemed to be "non-major."

10.3 Tenant's Option to Terminate in Certain Events. If during the Lease Term the Building or
any portion thereof receives damage to such an extent that the cost to repair the damage exceeds twenty
percent (20%) of the then full replacement value of the Building and the effect of which Is to render the
Premises untenantable, in Tenant's opinion, for continued occupancy for a period of two hundred forty
(240) days or more, then Tenant shall have the option to terminate this Lease upon thirty (30) days'
notice to Landlord.
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10.4 Landlord's Option to Terminate in Event of Maior Damaoe to Buikjing. If during tiie
Lease Term the Building or any portion thereof receives major carnage, Landlord shall have the option to
terminate this Lease on sixty (60) days' written notice to Tenant, provided that Landlord also terminates
the leases of all other tenants of the Building, in which event proratlon of Rent shall be made to be
effective upon the date of such damage, and Landlord shall have no further obligations to Tenant.
Notwithstanding the foregoing, Landlord shall have the absolute obligation to rebuild the Building after
major damage in the manner set forth in Section 10.1 If either (a) the insurance proceeds are sufficient to
pay for such rebuilding and Tenant does not elect to terminate this Lease under Section 10.3 above, or
(b) Tenant gives notice, in writing, prior to the expiration of the 60-day period set forth above, that It
desires to have the Building, or so much thereof as may be necessary to constitute a complete
architectural unit, restored to a condition which will provide Tenant with suitable facilities, satisfectory in
Tenant's sole opinion for its continued use of the Premises, and that Tenant will supply any additional
funds, if any, that may be necessary, in addition to any insurance proceeds, to pay for such partial
rebuilding. If Tenant gives such notice to Landlord, Tenant and Landlord shall each agree upon the plans
and specifications for such rebuilding, the cost thereof, and the method by which Tenant shall supply to
Landlord the additional funds necessary for such rebuiiding, and the Rent necessary for such rebuilding,
and the Rent paid by Tenant shall be equitably reduced in accordance with its contribution of additional
funds toward such rebuilding by amortizing such contribution over the then remaining Term. If Landlord
and Tenant are unable to agree on any aspect of such rebuilding, the matter shall be submitted to
arbitration in accordance with the provisions of Article 23.

10.5 Proratlon. In the event of termination pursuant to the provisions of this Article 10.
Tenant shall surrender to Landlord possession of the Premises and shall pay to Landlord any Rent
heretinder accruing to the date of such damage.

10.6 Abatement of Rent. In the event that after any damage or destruction this Lease is not
terminated in accordance with its provisions, Rent shall be equitably prorated and abated during the
period commencing with the date of the casualty and continuing until such repairs are completed in the
proportion that the Rent of the part usable by Tenant for the normal operation of Tenant's business on
the Premises bears to the rental of the total space then leased by Tenant, taking into consideration the
rental rate per square foot for the space for which the proration is made and any adverse effects and
disruptions to Tenant's business caused during the period of such repairs.

ARTICLE 11

EMINENT DOMAIN

11.1 Aporopriation. In the event of any taking of or damage to all or any part of the Building
or Premises, including any interest therein or appurtenant thereto, by reason of any exercise of the power
of eminent domain, whether by a condemnation proceeding, Inverse condemnation or otherwise, or in the
event of any transfer, conveyance, or sale of all or any part of the Building or Premises, Including any
interest therein, or appurtenant thereto made in lieu of an exercise of the power of eminent domain (all
of the foregoing being hereinafter referred to as "appropriation") prior to or during the Lease Term, the
rights and obligations of Landlord and Tenant with respect to such appropriation, each time there is an
Instance of such appropriation, shall be governed by the provisions of this Article 11.

11.2 Date of Appropriation. For the purposes of this Article 11. the date of appropriation shall
be the date upon which the condemning authority takes possession of all or any part of the Building or
any interest therein or appurtenant thereto, or the date upon which Tenant is required by the
condemning authority to commence vacating the Premises or any portion thereof, or any interest therein
or appurtenant thereto, as a result of such appropriation, whichever date shall first occur.
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11.3 Aporopriatjon of All of the Building. In the event of appropriation of all of the Building,
this Lease, subject to all provisions of this Article 11 pertaining to payments to be made shall terminate as
of the date of such appropriation.

11.4 ADProprlation of Less Than All of the Building or Premises.

11.4.1 General Provisions. Except as provided below In this Section 11.4, in the
event of appropriation of less than all of the Building or of the Premises, this Lease shall continue in full
force and effect, except that, as to the portion of the Premises so appropriated, this Lease shall terminate
as of the date of appropriation.

11.4.2 RIoht to Terminate

(a) If the appropriation shall render the Premises unavailable or unsuitable,
in Tenant's sole opinion, to continue Tenant's normal use of the Premises, Tenant shall have the right to
terminate this Lease. Exercise of such right by Tenant shall be made by written notice to Landlord on or
before thirty (30) days after the date of Tenant's receipt of written notice of appropriation. Any such
termination shall be effective as of the date of the appropriation.

(b) Subject to the provisions of Section 1L4.5. in the event that fifty percent
(50%) or more of the rentable area of the Building (as it existed on the date of the appropriation) should
become untenanted or unoccupied because the appropriation renders such space unavailable or
untenantable, Landlord shall have the right to terminate this Lease, provided that Landlord also
terminates the leases of all other tenants of the Building. Exercise of such right shall be made by notice
to Tenant on or before thirty (30) days after the date of receipt of notice of appropriation.

11.4.3 Abatement of Rent. The Rent for the remainder of the Lease Term shall

be prorated in the same proportion that part of the Premises usable by Tenant for the normal operation
of its business bears to the total Premises immediately prior to the appropriation, taking into
consideration the Lease rental rate per square foot for the space for which the proration Is made. Rent
shall also be abated for any portion of the Premises that is not appropriated but is rendered temporarily
unusable by virtue of repairs or restoration necessitated by the appropriation of other space.

11.4.4 Restoration of Premises bv Landlord. If this Lease is not terminated

pursuant to Section 11.4.2 and subject to Section 11.4.5. Landlord will make any restoration of the
remainder of the Building and the Premises necessitated by reason of the appropriation of less than all of
die Building as promptly as reasonably practicable to as close to the same condition (as circumstances
permit) as existed Immediately prior to such appropriation.

11.4.5 Restoration of Premises with Tenant Funds. If Landlord would otherwise

have the right to terminate the Lease pursuant to Section 11 ■4.2(11'). Landlord shall not have the right to
terminate this Lease If Tenant, within thirty (30) days after notice from Landlord that Landlord has
elected to terminate this Lease pursuant to Section 11.4.2fiiL notifies Landlord that Tenant desires to
have toe Building, or so much thereof as may be necessary to constitute a complete architectural unit,
restored to a condition which will provide Tenant with suitable facilities in Tenant's sole opinion for Its
continued use of the Premises and that Tenant will supply any additional funds, if any, that may be
necessary, in addition to the net amount of the award paid to Landlord under the provisions of Section
11.6. including severance damages (without offset for special benefits) after first deducting any and all
amounts which constitute Tenant's share of the award pursuant to Section 11.6. In such event. Tenant
and Landlord shall each agree upon the plans and spedfications for such rebuilding, the cost thereof, and
the method by which Tenant shall supply to Landlord the additional funds necessary for such rebuilding,
and the Rent payable by Tenant shall be equitably reduced in accordance with Its contribution of
additional funds toward such rebuilding by amortizing such contribution over the then remaining Lease
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Term. If Landlord and Tenant are unable to agree on any aspect of such rebuilding, the matter shall be
submitted to arbltratian in accordance with the provisions of Article 23.

11.5 Amounts Payable bv Reason of Termination. If this Lease is terminated pursuant to
Section 11.4.2. the entire award (less any amounts separately awarded to Tenant under subsections (1)
through (6) below, and less the reasonable expenses of Landlord and Tenant incurred in such
appropriation proceedings which shall be paid to Landlord or Tenant, as applicable) made with respect to
the appropriation shall be paid to Landlord; provided, however, Tenant and its representative shall have
the right to participate in any negotiations with respect to the amount or allocation of such award.
Payment from the award shall be made first to the senior mortgage holder on the Building in an amount
necessary to repay its security interest and then Tenant shall have the right to make a separate claim in
the condemnation proceedings and to share In the aggregate award which is paid by the condemnor or
awarded by the court specifically for; (1) the fair market value of the unexpired portion of the Lease
Term (including the option to lease additional space pursuant to Section 1.5 and the option to extend the
Lease Term pursuant to Section 2.5. as If all such options were fully exercised by Tenant and including
Tenant's right to terminate as set forth in Section 2.6^ in excess of the Rent provided for herein, exclusive
of any immovable trade fixtures or improvements; plus (2) any severance damages attributable to the
unexpired Lease Term plus (3) the taidng of the unamortlzed or undepreciated value of any leasehold
improvements owned by Tenant that Tenant has die right to remove at the end of the Lease Term and
that Tenant elects not to remove; plus (4) reasonable removal and relocation costs for any leasehold
Improvements that Tenant has the right to remove and elects to remove (If condemnor approves the
removal); plus (5) relocation costs under Government Code section 7262 the claim for which Tenant may
pursue by separate action Independent of this Lease; plus (6) any other amount in addition to the
foregoing that does not reduce the amount of the award payable to the Landlord.

11.6 Damages If Lease Not Terminated. In the event of any appropriation of less than all of
the Building or the Premises, if this Lease is not terminated pursuant to provisions of Section 11.4.2. the
entire award made with respect to the appropriation shall be paid to Landlord; provided, however. Tenant
and its representatives shall have the right to participate in any negotiations with respect to the amount
or allQcation of such award. All of such award shall be used first to reimburse Landlord and Tenant for

costs Incurred in such appropriation proceedings, then shall be used to repair or restore the Building as
provided In this Article 11. and any remaining balance shall be allocated between Landlord and Tenant
prorata In accordance with Section 11.5.

11.7 Interest. Tenant shall be entitled to the share of any interest paid on any award to the
extent the same is ailocable to the amounts to which Tenant is entitled.

11.8 Abatement of Monetary Obligations of Tenant. In addition to any other abatement
provided for In this Lease, all monetary obligations of Tenant hereunder shall be abated in an equitable
amount based upon the interference with Tenant's normal business operations at the Premises
commencing with the date of the appropriation and continuing during the period of any restoration and,
in addition, for the remainder of the Lease Term to the extent that the Premises are not fully restored.

11.9 Proration and Refund of Payments. If this Lease is terminated pursuant to this Article 11.
the Rent shall be prorated to the date of termination. Landlord shall repay to Tenant any Rent paid by
Tenant for any period beyond the date of termination to the extent same Is in excess of amounts then
owed by Tenant to Landlord,

11.10 Date of Payments. All payments due Tenant from Landlord by reason of an appropriation
shall be paid to Tenant without prior notice or demand and on or before the expiration of a period of ten
(10) days from the date on which the amount of the award is finally determined and Landlord obtains, or
has the right to obtain, whichever shall first occur, such award. If Landlord shall fail to make any such
payments to Tenant on or before the expiration of such ten (10) day period, in addition to any and all
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other remedies available to Tenant under this Lease or otherwise, Landlord shall be obllgata:! to pay
interest to Tenant on the unpaid amount of such payments at the maximum rate permitted by law.

ARTICLE 12

COMPLIANCE Wm LAWS

12.1 Definition of "Laws and Orders." For purposes of this Article 12. the term "Laws and

Orders" includes all federal, state, county, city, or government agency laws, statutes, ordinances,
standards, rules, requirements, or orders now in force or hereafter enacted, promulgated, or issued. The
term also includes government measures regulating or enforcing public access or occupational or health
or safety standards for employers, employees, landlords, or tenants (including, without limitation, tenants
that are public entities).

12.2 Compliance with Laws and Orders. Throughout the term of this Lease, Landlord, at
Landlord's sole expense, shall comply with all Laws and Orders. Landlord shall promptly make all repairs,
replacements, alterations, or Improvements needed to comply with ail Laws and Orders.

12.3 Rent Abatement. Subject to Subsection 20.2. Tenant's Rent shall be abated while
Tenant's use and enjoyment of the Premises is disrupted by any work required by Section 12.2.

ARTICLE 13

SURRENDER

Tenant covenants that on the last day of the term or on the last day of a renewal or extension of
this Lease, it will peaceably and quietly leave and surrender the Premises in as good condition as they
now are, ordinary wear and tear, repairs and replacements required to be made by Landlord, loss by fire,
casualty and causes beyond Tenant's control, and alterations, additions and improvements herein
permitted, excepted.

ARTICLE 14

SUBORDINATION

This Lease may, at the option of Landlord, be made subordinate to any first mortgage or first
deed of trust now or hereafter placed upon or affecting the real property of which the Premises form a
part, and to all renewals, modifications, replacements and extensions thereof; provided that as a
condition of such subordination, and only If: (a) such mortgage or deed of trust shall contain a covenant
which shall permit tiie proceeds of all insurance policies covering the Building, improvements, equipment
and/or appurtenances thereto, whether such proceeds are to be held by Landlord or the first mortgage or
beneficiary, to be paid and/or made available for repair, replacement and rebuilding as provided in this
Lease; and (b) a separate written agreement Is entered into by the mortgage named in any such
mortgage, or by the trustee and the beneficiary named in any such deed of trust, and is recorded
simultaneously with said mortgage or deed of trust, providing that notwithstanding any default in the
mortgage or deed of trust and any foredosure thereof, or the enforcement by the holder tiiereof of any
rights or remedies, including sale thereunder, or otherwise, this Lease shall be recognized, remain In full
force and effect, and the Tenant shall be permitted to remain in quiet and peaceful possession of the
Premises throughout the term thereof, and any extension or renewal thereof, as long as Tenant shall not
be in default under this Lease, or, If Tenant is in such default, as long as Tenant's time to cure such
default shall not have expired. Such agreement shall be In the form of Exhibit G attached hereto. If
Tenant has received the nondisturbance agreement In the form attached hereto as Exhibit G. Tenant
shall, within thirty (30) days after Landlord's request, execute any further instruments or assurances In
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recordable form that Landlord reasonably considers necessary to evidence or confirm the subordination or
superiority of this Lease to any such encumbrances or underlying leases. Such subordination
instrument(s) shall be strictly limited to matters contained in the nondisturbance agreement, and no such
instrument may increase any of Tenant's obligations or decrease any of Tenant's rights under this Lease.
Tenant's failure to execute and deliver such lnstrument(s) shall constitute a default under this Lease only
If Landlord has first delivered the nondisturbance agreement required hereunder to Tenant.

ARTICLE 15

TRANSFER OF TENANTS INTEREST

Tenant shall have the right at any time and from time to time to assign or otherwise transfer all
or any part of Tenants interest in this Lease and to sublet the Premises, or any part thereof, provided
that: (a) any assignment or subletting shall provide that the assignee or sublessee assumes and agrees
to carry out and perform all of the terms and conditions of this Lease on the part of Tenant to be carried
out and performed; (b) an executed copy of the assignment or subletting shall be delivered to Landlord;
(c) the proposed use is consistent with the provisions of this Lease governing such matters; and (d) in the
reasonable opinion of Landlord, the proposed new tenant has the financial strength to support the
obligations imposed by the Lease. Upon any assignment of Tenant's entire interest in this Lease, Tenant
shall be released from any further liability with respect "thereto upon the written consent of Landlord,
which consent Landlord agrees not unreasonably to withhold. Landlord's consent shall be deemed to
have been given if within thirty (30) days of notice of assignment to Landlord, Landlord fails to object to
the new tenant by written notice to Tenant, stating in detail the reasons for such objection.
Notwithstanding the foregoing. Tenant shall have the right at any time and from time to time without
notice to Landlord to assign or otherwise transfer all or any part of Tenant's Interest in this Lease to
sublet the Premises, or any part thereof, to any entity that is affiliated with Tenant.

ARTICLE 16

QUIET ENJOYMENT AND TTTUE

Landlord covenants and represents that It has full right and'power to execute and perform this
Lease and to grant the estate demised herein, and covenants that Tenant on paying the Rent herein
reserved and performing the covenants hereof shall peaceably and quietly have, hold and enjoy the
Premises and all appurtenances during the full term of this Lease or any extension or renewal thereof,
and further covenants and represents that Landlord has a fee simple Interest in the Premises. Landlord
further covenants and represents that it will stand so seized on the first of the term and will then place
Tenant in actual possession of the Premises with the improvements thereon and the appurtenances
thereto ail in conformity with law and in a safe, dean and tenantable condition and in good order and
repair.

ARTICLE 17

ENVIRONMENTAL REPRESENTATIONS

17,1 Definition of "Hazardous Material." As used in this Article 17. the term "Hazardous
Materjal" shall mean any hazardous or toxic substance, material, or waste that is or becomes regulated
by the United States, the State of Califomia, or any local government authority having jurisdiction over
the Building. Hazardous Material includes:

(a) Any "hazardous substance," as that term is defined In the Comprehensive
Environmental Response, Compensation, and Liability Act of 1980 (CERCLA) (42 United Slates Code
sections 9601-9675);
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(b) "Hazardous waste," as that term is defined in the Resource Conservation and
Recovery Act of 1976 (RCRA) (42 United States Code sections 6901-5992k);

(c) Any pollutant, contaminant, or hazardous, dangerous, or toxic chemical, material,
or substance, within the meaning of any other applicable federal, state or local law, regulation, ordinance,
or requirement (including consent deaees and administrative orders imposing liability or standards of
conduct concerning any hazardous, dangerous, or toxic waste, substance, or material, now or hereafter in
effect);

(d) Petroleum products;

(e) Radioactive material, including any source, spedal nuclear, or byproduct material
as defined in 42 United States Code sections 2011-2297g-4;

(f) Asbestos in any form or condition; and

(g) Pclychlorlnated biphenyls (PCBs) and substances or compounds containing PCBs.

17.2 Compliance with Laws. With respect to Landlord's use of the Premises, the Building and
the Real Property prior to this Lease, Landlord represents and warrants to Tenant that to the best of
Landlord's actual knowledge, at the commencement of the Lease, the Premises, the Building and the Real
Property are in compliance with all federal, state and local laws, regulations and standards relating to the
use, occupancy, production, storage, sale, disposal, or transportation of any Hazardous Materials
("Hazardous Substance Laws").

17.3 Right of Offset. With respect to Tenant's obligations to pay rent under the Lease, Tenant
may, upon thirty (30) days' written notice to Landlord, offset payment of rent to Landlord for costs and
expenses incurred by Tenant for any breach of Landlord's representations and warranties set forth in this
Article 17.

17.4 Termination of Lease. In the event that Hazardous Materials are found to be present on
the Premises, the Building or the Real Property through no fault of Tenant and such that the Premises,
the Building and/or the Real Property are not in compliance with Hazardous Substance Laws, and cannot
reasonably be made tenantable by Landlord within thirty (30) days,Tenant may, upon thirty (30) days'
written notice to Landlord, terminate the Lease.

17.5 Indemnification. Landlord shall indemnify, defend with cnunsel reasonable and
acceptable to Tenant, and hold Tenant fully harmless from any and all liabilities, damages, claims,
penalties, fines, settlements, causes of action, cost or expense, Including reasonable attorneys' fees,
environmental consultant fees and laboratory fees and costs and expenses of investigating and defending
any claims or proceedings resulting from or attributable to: (a) the presence, disposal, release or
threatened release of any Hazardous Materials that are on, from or affecting the Premises, the Building or
the Real Property, including, without limitation, the soil, water, vegetation, buildings, personal property,
persons, animals, or otherwise; (b) any personal injury (including wrongful death), or property damage
(real or personal) arising out of or relating to any Hazardous Materials; (c) any lawsuits or administrative
action brought or threatened, settlement reached or govemmental order relating to any Hazardous
Materials; or (d) any violation of any laws applicable to any Hazardous Materials.

17.6 Survival. Landlord's indemnification obligations under Section 17.5 above shall survive

the expiration or sooner termination of the term of this Lease.

17.7 Notices To Tenant. The parties shall give each other written notice within three (3)
catendar days after die date on which either party learns or first has reason to believe that: (a) there
has or will come to be located on or about the Premises, the Building or the Real Property any Hazardous
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Materials; (b) any release, discharge or emission of any Hazardous Materials that has occurred on or
about the Premises, the Building or the Real Property; (c) any (i) enforcement, cleanup, removal or other
governmental or regulatory action has been threatened or commenced against Landlord or with respect
to the Premises, the Building or the Real Property pursuant to any Hazardous Substances Laws; or (il) any
claim has been made or threatened by any person or entity against Landlord or the Premises, the Building
or the Real Property on account of any alleged loss or injury claimed to result from the alleged presence
or release on the Premises, the Building or the Real Proper^ of any Hazardous Materials; or (iii) any
report, notice, or complaint has been made to or filed with any governmental agency concerning the
presence, use or disposal of any Hazardous Materials on the Premises, the Building or any Real Property.
Any such notice shall be accompanied by copies of any such claim, report, complaint, notice, warning or
other communications that Is in the possession of or Is reasonably available to such party.

17.8 Audits. Landlord shall, upon completion of any environmental sampling and testing of
the Premises, the Building or the Real Property, the surrounding soil in any adjacent areas, any
groundwater located under or adjacent to the Premises, the Building or the Real Property, and/or
adjoining property, provide Tenant with copies of all reports of the results of such environmental audit.

17.9 Clean-up. If Landlord is responsible for the clean-up of any contamination of the
Premises, the Building or the Real Property, Landlord shall carry out and complete, at its own cost and
expense, any repair, closure, detoxification, decontamination, or other cleanup of the Premises, the
Building or Real Property required by Hazardous Substance Laws. Should Landlord fail to Implement and
diligently pursue any such clean-up promptly upon receipt of notice thereof, then Tenant shall have the
right, but not the obligation, to carry out such clean-up, and to recover all of the costs and expenses
thereof from Landlord as a setoff against rental payments under the Lease if Tenant elects to cure.

ARTICLE 18

INSPECTION AND EWmY BY OWNER

Landlord and its agents shall have the right at any reasonable time and upon at least twenty-four
(24) hours' notice to Tenant, to enter upon the Premises so long as It does not interfere with the business
activities of Tenant on the Premises, for the purpose of inspection, serving or posting notices, maintaining
the Premises, making any necessary repairs, alterations or additions to any portion of the Premises to the
extent required or permitted to Landlord under this Lease.

ARTICLE 19

NOTICE

19.1 Notices. All notices (including requests, demands, approvals, or other communications)
under this Lease shall be in writing.

19.1.1 Method of Delivery. Notice shall be sufficiently given for all purposes as
follows:

(a) When personally delivered to the recipient, notice is effective on delivery.

(b) When mailed first class to the last address of the recipient known to the
party giving notice, notice is effective on delivery.

(c) When mailed by certified mail with return receipt requested, notice is
effective two (2) days following mailing.

(d) When delivered by overnight delivery with charges prepaid or charged to
the sender's account, notice is effective on delivery.
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19.2 Refused. Unclaimed, or Undeliverable Notices. Any correctty addressed notice that is
delivered pursuant to Section 19,l.lfb1 or (6) is refused, undaimed, or undeliverable because of an act or
omission of the party to be notified shall be considered to be effective as of the first date that the notice
was refused, unclaimed, or considered undeliverable by the postal authorities, messenger, or overnight
delivery service.

19.3 Addresses. Addresses for purposes of giving notice are set forth below:

Tenant County of Humboldt
General Services

Real Property Division
825 Fifth Street, Room 103

Eureka, Ca. 95501

Landlord Kramer Properties, Inc.
1653 Myrtle Avenue
Eureka, Ca. 95501

ARTICLE 20

DEFAULTS; REMEDIES

20.1 Landlord's Default. Landlord shall be in default of this Lease if Landlord fails or refuses to

perform any provisions of this Lease that Landlord is obligated to perform if the failure to perform is not
cured within thirty (30) days after notice of default has been given by Tenant to Landlord, or such shorter
period if specified In this Lease. If the default cannot reasonably be cured within thirty (30) days,
LarxJIord shall not be in default of this Lease If Landlord commences to cure the default within the thirty
(30) day period and diligently and in good faith prosecutes such cure to completion.

20.2 Tenants Remedies on Landlord's Default Tenant, at anytime after Landlord commits a
material default, Qn terminate this Lease or can cure the default at Landlord's cost If Tenant at
anytime, by reason of Landlord's default, pays any sum or does any act that requires the payment of any
sum, the sum paid by Tenant shall be due from Landlord to Tenant within thirty (30) days of written
notice that the sum was paid, and if paid at a later date shall bear interest at the maximum rate the
Tenant is permitted by law to charge from the date the sum is paid by Tenant until Tenant is reimbursed
by Landlord. If Landlord fails to reimburse Tenant as required by this paragraph, Tenant shall have the
right to withhold from future Rent due the sum Tenant has paid until Tenant is reimbursed in full for the
sum and interest on it. The remedies set forth in this paragraph are in addition to and do not in any
manner limit other remedies set forth in particular paragraphs of this Lease. In the event Landlord
disputes that it is in default. Landlord shall have the right to initiate an arbitration proceeding in
accordance with Article 23 except that the arbitrator shall be appointed by the presiding judge of the
Humboldt County Superior Court and once appointed each side shall have five (5) business days to
submit written statements and supporting documents to the arbitrator.

20.3 Tenant's Default. The occurrence of any one or more of the following events shall
constitute a default and breach of this Lease by Tenant:

(a) The vacating for more than thirty (30) consecutive days or abandonment
of the Premises by Tenant.

(b) The failure by Tenant to observe or perform any of the covenants,
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conditions or provisions of this Lease to be observed or performed by Tenant, including the payment of
Rent, where such failure shail continue for a period of thirt/ (30) days after written notice is given by
Landlord to Tenant; provided, however, that if the nature of Tenant's default is such that 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 thirty (30) day period and thereafter diiigentty prosecutes such cure to
completion. The purpose of this notice requirement Is to extend the notice requirements of the unlawful
detainer statutes of California.

20.4 Landlord's Remedies on Tenant's Default. In the event of any default by Tenant which is
not cured by Tenant, Landlord can terminate this Lease by giving Tenant thirty (30) days notice of
termination. The purpose of this notice requirement is to extend the notice requirement of the unlawful
detainer statutes of California. On termination of the Lease for default pursuant to this paragraph,
Landlord shall have the right to recover from Tenant only the following amounts for any and all damages
which may be the direct or indirect result of such default:

(a) The worth, at the time of the award, of the unpaid Rent that has been
earned at the time of termination of this Lease;

(b) The worth, at the time of the award, of the amount by which the unpaid
Rent that would have been earned after the date of termination of this Lease until the time of award

exceeds the amount of the loss of Rent that Landlord proves could not have been reasonably avoided;

(c) The worth, at the time of the award, of the amount by which the unpaid
Rent for the balance of the term after the time of award exceeds the amount of the loss of Rent that

Landlord proves could not have been reasonably avoided; and

(d) Any other amount, and court costs, necessary to compensate Landlord
for all detriment proximately caused by Tenant's default which Landlord proves could not have been
reasonably avoided.

(e) Landlord shall have the option provided in Civil Code section 1951.4,
which provides that, when a tenant has the right to sublet or assign (subject to reasonable limitations),
the landlord may continue the lease in effect after the tenant's breach and/or abandonment and recover
rent as it becomes due. Accordingly, if Landlord does not elect to terminate the Lease on account of any
default by Tenant, Landlord may enforce all of Landlord's rights and remedies under this Lease, including
the right to recover all Rent as It becomes due.

"The worth, at the time of the award," as used in "a" and "b" of this paragraph,
is to be computed by allowing interest at the maximum rate an individual is permitted by law to charge.
'The worth, at the time of the award," as referred to in "c" of this paragraph, is to be computed by
discounting the amount at the discount rate of the Federal Resen/e Bank of San Francisco at the time of
the award, plus one percent (1%).

ARTICLE 21

SIGNING

Upon the commencement of the Lease, Landlord shall provide signage identifying Humboldt
County Department of Health and Human Services as the principle occupant of the Building. All signage
shall be reasonably acceptable to Tenant, shall comply with all Laws and Orders, as defined In Article 12.
and shail conform to Attachment #4, Part II, Division 10,2 of Tenant's Request For Proposals.
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ARTiaE 22

BROKERAGE

Neither party has had any contact or dealings regarding the Premises or any communication in
connection with the subject matter of this transaction, through any licensed real estate broker or other
person who can claim a right to a commission or finder's fee as a procuring cause of the Lease
contemplated herein. In the event that any broker or finder perfects a claim for a commission or finder's
fee based upon any such contract, dealing or communication, the party through whom the broker or
finder makes his or her daim shall be responsible for said commission or fee and all costs and expenses
(including reasonable attorneys' fees) incurred by the other party in defending against the same.

ARTICLE 23

DISPUTE RESOLUTION

23.1 Arbitration of Disputes. Any dispute that is required by the express terms of this Lease to
be resoh/ed by arbitration shall be resolved by neutral binding arbitration before a panel of three
arbitrators unless otherwise agreed, to be held In accordance with the commercial/real estate arbitration
rules of the American Arbitration Assodation. Judgment on the award rendered by the arbitrator(s) may
be entered in any Court having jurisdiction over the dispute.

23.1.2 Oualifications of Arbitrators. The arbitrators shall be licensed real estate
appraisers familiar with handling commerdal lease matters.

23.1.3 Venue. Hearings shall be held in Eureka, California, or another venue
determined by mutual agreement of the parties.

23.1.4 Demand and Limitation on Claims. Any demand for arbitration must be
made in writing to the other party and to the American Arbitration Assodation. No demand for arbitration
may be made after the dace on which the Institution of legal proceedings based on the daim, dispute, or
other matter Is barred by the applicable statute of limitations.

23.1.5 Provisional Remedies. The parties shall each have the right to file with a
court of competent jurisdiction an application for temporary or preliminaiy injunctive relief, writ of
attachment, writ of possession, temporary protective order, or appointment of a receiver If the arbitration
award to which the applicant may be entitled may be rendered ineffectual in the absence of such relief or
If there Is no other adequate remedy. This application shall not waive a party's arbitration rights under
this Lease.

23.1.6 Powers and Duties of Arbitrators. The arbitrators shall have the power
to grant legal and equitable remedies, and award damages, that may be granted or awarded by a judge
of the Superior Court of the State of California. The arbitrators shall prepare and provide to the parties a
written decision on all matters subject to the arbitration, including factual findings and the reasons that
form the basis of Che arbitrators' decision. The award of the arbitrators shall be mailed to the parties no
later than thirty (30) days after the dose of the arbitration hearing. The arbitration"proceedings shall be
reported by a certified shorthand court reporter. Written transcripts of the proceedings shall be prepared
and made available to the parties.

23.1.7 Discoverv. The parties shall have the right to discovery in accordance
with Code of Civil Procedure Sections 1283.05 and 1283.1 as long as the arbitrators' permission shall not
be required to take a discovery deposition and neither party may take more than three depositions nor
more than one set of Interrogatories or requests for admissions without the approval of the other party or
the arbitrators. All discovery disputes shall be resolved by the arbitrators.
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23.1.8 Application of California Evidence Code. The provisions of the California
Evidence Code shall apply to the arbitration hearing.

23.1.9 Costs and Fees of Arbitrators. Costs and fees of the arbitrators shall be
borne by the nonprevailing party unless the arbitrators for good cause determine otherwise.

23.1.10 Attornev Fees. The prevailing party shall be awarded reasonable
attorney fees, expert and nonexpert witness expenses, and o^er costs and expenses incurred In
connection with the arbitration, in accordance with Article 24.

ARTICLE 24

ATTORNEY FEES AND COSTS

If either party undertakes litigation or arbitration against the other party arising out of or in
connection with this Lease, the prevailing party shall be entitled to recover from the other party
reasonable attorney fees, arbitration costs, and court costs incurred. The prevailing party shall be
determined under Qvil Code Section 1717(b)(1) or any successor statute.

ARTICLE 25

SMOIONG

Pursuant to Humboldt County Code Section §971-1 et seq., COUNTY owned or leased premises
are smoke free. Landlord shall comply with said provision.

ARTICLE 25

NUCLEAR FREE CLAUSE

Landlord certifies by its signature below that Landlord is not a nuclear weapons contractor, in that
Landlord Is not knowingly or intentionally engaged in the research, development, production, or testing of
nuclear warheads, nuclear weapons systems, or nuclear weapons components as defined by the Nuclear
Free Humboldt County Ordinance. Landlord agrees to notify Tenant immediately If it becomes a nuclear
weapons contractor, as defined above. Tenant may immediately terminate this lease if it determines that
the foregoing certification is false or if Landlord becomes a nuclear weapons contractor.

ARTICLE 27

MISCELLANEOUS

27.1 Word Usage. Unless the context dearly requires otherwise; (a) the plural and singular
numbers shall each be considered to include the other; (b) the masculine, feminine, and neuter genders
shall each be considered to include the others; (c) "shall," "will," "must," "agrees," and "covenanis" are
each mandatory; (d) "may" Is permissive; (e) "or" Is not exclusive; and (f) "includes" and "including" are
not limiting.

27.2 Counting Davs. Days shall be counted by excluding the first day and Including the last
day. If the last day is a Saturday, Sunday, or a legal holiday as described in Government Code Sections
6700-6701, it shall be excluded. Any act required by this Lease to be performed by a certain day shall be
timely performed if completed before 5 p.m. local time on that date. If the day for performance of any
obligation under this Lease is a Saturday, Sunday, or a legal holiday, the time for performance of that
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obligation shall be extended to 5 p.m. local time on the first following date that Is not a Saturday,
Sunday, or a legal holiday.

27.3 Waiver. The waiver by either party of any breach of any term, covenant, or condition
herein contained shall not be deemed to be a waiver of any subsequent breach of the same or any other
term, covenant or condition herein contained.

27.4 Force Maieure-Spedfic Exceptions. Unless otherwise specified (including, without
ilmltation Section 2.4^ the time for performance of an obligation other than the payment of money under
this Lease shall be extended for the period during which a party is prevented from performing by acts of
God, government, or other force or event beyond the reasonable control of that party.

27.5 Binding on Successors. This Lease and all of the covenants, agreements, conditions and
undertakings contained herein, shall be binding upon and inure to the benefit of the respective heirs,
legal representatives, successors and assigns of the parties hereto.

27-6 Headings. The headings of the Articles and Sections hereof are for convenience only and
shall not affect or be deemed to affect the meaning of any provisions hereof.

27.7 Entire Aoreement. This Lease, including all exhibits, contains all of the terms, covenants,
conditions and agreements between Landlord and Tenant relating in any manner to the rental, use and
occupancy of the Premises. No prior agreement or understanding pertaining to the same shall be valid or
of any force or effect, and the terms, covenants, conditions and provisions of this Lease cannot be
altered, changed, modified or added to, except in writing and signed by Landlord and Tenant All
references herein, directly or indirectly, to the term of this Lease shall also be deemed to Include any
extensions or renewals thereof provided Tenant herein, unless expressly provided to the contrary.

27.8 Governing Law. This Lease shall be governed exclusively by Its express provisions and by
the laws of the State of California, and any action to enforce the terms of the Lease or breach thereof
shall be brought in Eureka, California.

27.9 No Joint Venture. Nothing herein contained shall be deemed in any way or have any
purpose whatsoever to constitute Landlord or Tenant a partner of the other in its business or otherwise,
or a joint venturer or a member of a joint enterprise with the other.

27.10 Invalidity. If any term or provision of this Lease, or the application thereof to any person
or circumstance shall, to any extent, be invalid or unenforceable, the remainder of this Lease or the
application of such term or provision to persons or drcumstances other than those as to which It is held
invalid or unenforceable, shall not be affected thereby, and each term and provision of this Lease shall be
valid and shall be enforced to the fullest extent permitted by law.

27.11 Construction of Lease. This Lease shall be strictly construed neither against Landlord nor
Tenant, but shall be construed according to the feir meaning of its terms. No remedy or election given by
any provision In this Lease shall be deemed exclusive unless so Indicated, but each shall, wherever
possible, be cumulative with all other remedies in law or equity as otherwise specifically provided.
Whenever the context of any provision shall require it, the singular number shall be held to Include the
plural number, and vice versa, and the words "he", "his" or "him" if used with reference to Landlord shall
be deemed to include the neuter or feminine gender of such pronoun. "Landlord" whenever used
Includes all grantors of the term, who shall be held bound jointly and severally hereby.

//
//

//
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IN WITNESS WHEREOF, the parties have executed this Lease the day and year first above written.

LANDLORD:

By:

By:

ATTEST:

CLERK OF THE BOARD

BY

JAN 1 4 2003

APPROVED AS TO FORM:

BY.

Depu1y Codnty Counsel ^

COUIVTY OF HUMBOLDT

HAIR JAN, BOARD OF SUPERVISORS
OF HOfctlBOl^T

STATEX)F CALIFORNIA

INSURANCE CERTIFICATES

REVIEWED AND APPROVED:

RISK MANAGER I
BY
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LEASE

EXHIBIT C

LEASEHOLD IMPROVEMENT AGREEMENT

1. Construction of Biilldlna.

1,1 Rnllrilna imnmvBments. Landlord shall construct the Building at Landlord's sole
cost and expense, Including, without limitation, roof-moUnted energy efficient HVAC units, an engineered
HVAC system capable of delivering adequate heating arni cooling In a suffldent number of zones to meet
Tenant's needs (Including vertical plenum drops but not distribution from said drops or horizontal
distribution on the roof deck), roof Insulation, fire sprinkler system Including plugs ready to be dropped,
adequate electrical power to the Building Including switch gear at load and voltage engineered to me^
Tenant's lighting, computer, telecommunication and other needs, utility services to the Building, Including
water, sewer, gas, cable television, and telecommunlcatiQns ISDN, T1 and T3 servioe (but not distribution
of said service within the Premises), a minimum of one restroom core to serve at least 200 employees In
conformance with the California Plumbing Code, all site Improvements Including, without limitation, the
parking lot and light standards, hardscape, landscape, power transforrners, utility distribution boxes,
sewer and water laterals and underground drainage systems, permits, fees, demand charges, utility
connection costs, and other improvements and costs pursuant to the Building Plans and specifications (as
defined below). The building improvements as depicted In the Building Plans and Specifications shall not
be funded by any of the tenant improvement allowance.

1.2 RiiilrilnQ Plang and Soedflcattons: Construction Schedule. Landlord shall cause
the Building, Including, without limitation, the landscaping and paving around the Building, to be diligently
constructed and completed In accordance with Landlord's plans and spedflcattons attached to this Lease
as Attachment C-1 and approved by Tenant (the 'Building Plans and Spedflcations") and In aocordance
with the construction schedule attached hereto as Attachment C-2. Prior to the Effective Date of the
Lease, Landlord shall furnish to Tenant evidence that sufficient funds will be available to comply the
Building and the Premises. Such evidence shall be p^rmance bond or bonds In the amount of one
hundred percent (100%) of the total estimated construction cost of the Building, including the Premises,
and shall be In the form attached hereto as Attachment C'3. Sudi construction shall be In full compliance
with alt laws, rules and regulations of all governmental authorities having jurisdiction and supervision over
such construction and all restrictive covenants affecting the Building, and all such construction shall be
done In a good and workmanlike manner using new materials free from any defects or deficiencies and
free of any and all claims or liens arising out of any labor or materials used or purchased by Landlord In
connection therewith that might otherwise affect any Interest of Tenant In the Premises. Landlord shall
obtain any and ail certifkates of occupancy and other governmental authorizations or permits which may
be required as a condition to the construction and occupancy and use of the Premises and the Building.

1.3 Changes to Building Plans and Soecifkations. Landlord shall have the right to
make changes In and additions to the Building Plans and Specifications; provided, however, that Tenants
prior written approval, vrhlch shall not be unreasonably withheld, must be obtained In the case of any
change or addition which shall:

(a) affect the location, size or treatment of the Building lobby, or the location
or treatment of arry entrance or access to the Premises or to the BuBdlng;

(b) affect the location of, or service provided by, the elevators In the Building
or the Interior treatment of elevator cabs;

(c) materially affect the celling heights or the location or size of any of the
walls of, or any of the columns within, the Building, or materially reduce the usable or Rentable area of
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any fbor of the Building, except as may be necessary to comply with any applkabie laws or requirements
of public authorities;

(d) materially affect the Premises or the services provided by any Building
fadiities For Tenant's benefit;

(e) affect the number of floors In the Building or otherwise materially affect
the height, shape, design, appearance, quality or material of the exterior of the Building; or

(f) impair the design, quality, functionality or performance of the Building or
materially affect Tenant's use of the Premises or any other tights of Tenant under this Lease.

Tenants approval or disapproval with respect to any change In, or addition to, the Building Plans and
Spedficatlons may be given by the Tenants architect to Landlord's architect. Unless Tenant or Tenants
architect shall notify Landlord or Landlord's architect of Tenants disapproval of a proposed change in, or
addition to, the Building Plans and Specifications within ten (10) days alter submission to Tenants
architect or revised drawings or specifications showing such change or addition, Tenant shall be deemed
to have approN^ such change or addition.

2. Design and Constnjction of Premises.

2.1 Design Service. Landlord's architect shall be the architect of record for the

tenant improvements. Landlord's architect has developed schematic design drawings and other
documents illustrating the scale and relationship of the tenant improvement project components within
the Building, which are attached hereto as Attachment C-4 ("Schematic Design Documents"). Landlord's
architect has submitted to Tenant's architect a preliminary estimate of the construction cost based on
estimated unit costs together with an estimated schedule for the work, attached hereto as Attachment C-
5. The Schematic Design Documents and related work shall be completed at Landlord's sole cost and
expense and shall not be funded by any tenant Improvemer^ allowance. Landlord shall provide the
Allowing additional professional ar^itedurai s^ios to the County:

2.1.1 Desfan Development Based on the approved Schematic Design
Documents, estimated schedule and construction cost estimate, Landlord's architect shall prepare, for
approval by Tenant, design development documents to fix and describe the size and character of the
project as to architectural, structural, mechanical, electrical, telecommunications, data and other
elements. In addition, the design development documents shall Include the following details: (1) a
specific electrical distribution and lighting plan; (2) a separate telecommunications and computer systems
wiring plan; (3) miUworic and cabinet elevation drawings and door details; (4) design develofMnent
mechanical plans including a zoned HVAC system showing supply and return diffusers and location of
controls; and (5) other details, including, without limitation, building security and safety system plans.
Landlord's architect shall advise Tenant of any adjustments to the construction cost estimate and
schedule set forth in Attachment C-5. The reasonable costs of the design development phase shall be
funded by the tenant improvement allowance. The design development documents shall be delivered to
Q3unty no later than February 1, 2003.

2.1.2 Construction Documents. Based on the approved design development
documents, construction estimate and schedule, Landtorcfs architect shall prepare, for approval 1^
Tenant, detailed engineered construction documents for the tenant improvements ("Premises Plans and
Specifications"). At Tenants ofstion, Landlortl's architect shall provide construction cost estimates,
prepared by an Independent qualified construction cost estimator, to Tenant at fifty percent (50%) and
ninety percent (90%) completicm of the osnstruction documents. The cc^t of the Premises Plans and
Specifications and the cost estimates shall be the responsibility of Tenant and shall be funded by the
tenant Improvement allowance. The Premises Plans and Specifications shall be delivered to County no
later than March 1, 2003.
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2 2 Tpnart Impmvgment Allowance. Tenant shall be entitied to an allowance of
■mirt/ Two and 74/100 Dollars ($32.74) per square foot of Rentable Area toward tenant improv^ents.
Undlord shall construct the tenant Improvements pursuant to the Premises Plans and Spedflat^ons.
Undlord shall obtain at least three (3) competitive bids for the work of Improvement des^bed in me
Premises Plans and Specifications In compliance with the Uniform Public Construction Cost Accounting Act,
Public Contract Code (PCC § 22000 et seq). Undlord shall provide said bids to Tenant for review.
Undlord shall require all bidders to provide unit price guarantees, for a period not less than one ̂ r, for
all materials, fixtures, finishes and labor which shall serve as the basis for charge orders. Undlord shall
agree to construct the tenant improvements for Tenant for the lowest qualified bid amount Unforeseen
conditions and other construction risk shall be Undlord's responsibility and shall not be funded by any
tenant improvement altowance.

(A) i;nlfarm Cost Accounting Bid Procedures fPCC ^ 22Q0Q et 5M-).
shall comply with the bid procedures of the Uniform Public Construction Cost Accounting Act set forth in
the Public Contracts Code § 22000 et seq;

(1) Bid Protest

(a) Undlord shall notify Tenant within 24 hours of receipt of
a bid protest In accordance with starxlard Public Bid policies. The notice shall be In writing and shall
spedfy the name of the contractor protesting, the nature of the protest and the time In which the protest
shall be resolved.

(b) The filing of a bid protest virithUndtord shall not be
cause for an extension or dday of commencement date sp^ifled In sections 2.1-2.4 of the tease.

(2) Substitution of Suboontractor

(a) It Shan be the responsibility of Undlord to compty with
any request for substitution of subcontract In accordance with the procedures set forth In the Public
Contracts Code §4107 et seq. Undlord shall notify Tenant virtthin 24 hours of receipt of a request for a
substitution of subcontrador. The notice shall be In writing and shall spedfy the name of the
subcontractor to be substituted, the reason for the substitution, the nature of the substitution and If
allowed, the time In which the substitution shall be effective.

(b) The filing of a request for substitution of subcontractor
with Undlord shall rwt be cause for an extension or delay of commencement date spedfied In sections
2.1-2.4 of the lease.

2.2.1 riffid Landlord shall Indemnify and hold harmless and, at its
own risk, cost, and expense, defend Tenant, Its Board of Supervisors, officers, agents, employees, and
volunteers from and against any and all liability expense, Indudlng defense costs, legal and dalms
for damages arising from Undlord's negligence or Intentional failure to compty with the Unffbrm Public
Construction Cost Accounting Act Indudlng but not limited to any bid protest or substitution of
subcontractor.

The tenant Improvement alkwance shall not be used for any of the building improvements which are
depicted in the Building Plans and Specifications or for any of the Items which are Undlord's
responsibtilty. Undlord shall comply with the applicable provlstons of California Ubor Code sections
1720.2 and 1770 et seq., regarding general prevailing wages. Tenant shall have the right upon notice to
Undlord to oonstnjct the tenant Improvements and apply the tenant Improvement allowance to the
actual cost thereof. Notwithstanding anything stated to the contrary herein, In the event the lowest
qualified bid amount exceeds the tenant Improvement allowance, Tenant shall have the right to: (a) pay

C-3



the excess amount; (b) redesign the tenant Improvements for rebldding purposes; or (c) terminate the
Lease. Notwithstanding anything stated to the contrary herein, in the event the lowest qualified bid
amount is less than the tenant Improvement allowance, Tenant and Landlord agree to reduce Tenant's
monthly payment amount to reflect the difference.

2.3 Premises Plans and SpedfTcattons. Landlord shall construct the tenant
Improvements and perform the work and make the Installations In the Premises In accordance with the
approved Premises Plans and Spedficatlons. Landlord shall, when construction progress so permits,
notify Tenant In advance of the approximate date on which the Premises will be substantially completed
In accordance with the Premises Plans and Specifications and will notJfy Tenant when the Premises are In
feet so completed and ready for occupancy tiy Tenant The Premises shall be deemed to be substantially
complete when Landlord has procured a temporary or final certificate of occupancy for the Premises,
although minor details or adjustments which do not materially interfere with Tenant's use of the Premises
have not been completed. Landlord shall diligently pursue completion of any minor details or adjustments
which have not been performed at the time Landlord gives such notice to Tenant Tenant shall have the
right to present to Landlord within thirty (30) days after the Premises are delivered to Tenant, or as soon
thereaft^ as practicable, a written "punch list" which vi/ili consist of the Items that have not b^n finished
or furnished by Landlord In accordance with the provisions of the Premises Plans and Spedficatlons.
Upon presentation of the punch list to Landlord ̂  Tenant, Landlord shall, with due diligence, proceed to
complete all defective or Incomplete Items on the punch list Landlord shall execute ail of the Items on
the punch list to Tenant's satisfection within thirty (30) days of Landlord's receipt of the punch Bst. If
Landlord fells to complete all of the rtsms within such time frame, Tenant may complete such items and
Landlord shall reimburse Tenant upon demand for the reasonable costs incunWi by Tenant for such work.
If such costs are not paid within ten (iO) days after demand, such costs shall be credited to and deducted
from Tenant's next monthly installments of Rent, payable hereunder. Evidence of when the Premises
have been substantially completed shall be a certificate to that effect by both Landlord's architect and
Tenant's architect. Upon completion of the work, Landlord shall file a Notice of Completion and provide
Tenant with a lien Indemnification to Insure the removal of all mechanlds liens and verification that all
vendors have been fully paid and all lien rights expunged.

2.4 Change Orders. If Tenant requests any change addition, alteration or deletion In
the tenant Improvement work following approval of the design development documents, then Landlord
shall promptly give Tenant a written estimate of the cost; If any, of the professional and other services
required to prepare a change order and the time delay expect^, If any, because of such request If
Tenant In writing, approved such cost and/or delay within five (5) business days, then Landlord shall
have the change order prepared, and the cost thereof shall be charged to the tenant impravement
allowance, or, if the tenant Improvement allowance was net sufficient to cover the cost to prepare the
change order, then Tenant shall promptly forward a check made payable to Landlord. The delay, If any,
associated with the change order request shall extend Landlord's time for completion of the tenant
Improvements. Promptly upon the completion of a change order, Landlord shall notify Tenant In writing
of the cost which would be chargeable or creditable to Tenant by reason of the change order and the
time delay expected because of the change order. Tenant shall, within five (5) business days, notify
Landtord In writing whether It desires to proceed with the change order. If Tenant notifies Landtond that
It desires to proceed with the change order, then the ajst thereof shall be appropriately charged or
credited to the tenant Improvement allowance, or If the tenant improvement allowancB is not sufficient to
cover the cost of the change order, then Tenant shall forward a check made payable to Landlord In the
amount of the change order cost upon completion of the change order work. The delay, If any,
associated with the change order work shall extend Landlord's time for compl^on of the tenant
Improvements.
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ORIGINAL March 3,2003

approval of attachments C-U C-3 and C-5 for
KRAMER PROPERTIES, INC LEASE DATED JANUARY 14, 2003

COUNTY has received, read and approved of Attachments C-1, C-3, and C-5 as signed below.^
COUNTY is aware that Attachment C-l, building plans, submitted by Kramer Properties, Inc. is
approximately 50% complete and that further drawings and revisions may be made prior to the
final approval of both parties.

APPROVED: Health and Human Services

By_
Date

APPROVED: County Counsel

Bv

Date^ MTTd /o ̂  f

APPROVED: Risk Management

By.
Date

APPROVED: General Services

Bv ^ ^ —
Date"



LEASE
ATTACHMErfTC-l

[Attach Building Plans and Spedfkatlons]



LEASE

ATTACHME^f^C-l

Plans as submitted at approximately 50X completion are to
be kept on file with County of Huroboldt, General Services
Department, Real Property Division. Real Property Division

rl located at 825 Fifth Street, Room 103, Eueeka,t  73DI/X •



CONSTRUCTION SCHEDULE

February 2003

April 2003

June 2003

July/August 2003

October 2003

Complete seismic retrofit on entire building
Design and permit process
Facade Improvements
Install elevator

Obtain permits
Framing Inteiiar walls
Plumbing rough-In
HVAC rough-in
Electrical nough-ln
Begin drywall

Texture and paint Interior
Install susp^ded ceilings

Finish work

Install floonng
Install kitchen cabinets

Finish electrical

Finish HVAC

Finish plumbing
Misc cleaning/touch up

Rnal inspection
Available for move-In

1/07/03

AmOWENT c-2
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i Allied
Insurance

« nwmbar «> Nationwide Inaurance

Contract Bond

Bond No. Bd 471962

KNOW ALL MEN BY THESE PRESENTS: That we, Kremar properties. Inc. Eureka, CA

(hereinafter called the Principel). es Principal, and Nationwide Mutual Insurance Company, an Ohio
Corporation, (hereinafter called Surety), as Surety, are held and firmly bound unto

County of Humboldt Eureka, CA

(hereinafter called the Obligee),

in the sum of Eloht Hundred Fifty Thousand and no/1(K) Dollars ($650.000.00). for the payment
whereof to the Obligee, the principal and Surety bind themselves, their hars, executors, administrators,
successors and assigns, jointly and severally, firmly by these presents.

Whereas, the Principal and the Obligee have entered into a certain contract (hereinafter called the
contract), dated Februarv 26. 2003. for the performance of the following described work, to-wit:

Tenant Improvements 1o Professional Office Building for the County of Humboldt space

a copy of which contract is or may be attached hereto, and Is hereby referred to.

Now, Therefore, the condrtion of the obligation Is such that if the Principal shall faithfully perform the
work contracted to be performed under said contract and shall pay or cause to be paid In full any loss
directly arising by reaeon of failure of principal to faithfully perform such work, then this obligation shall
be void, otherwise to remain in full force and effect.

Provided, However, the right of recovery shall be upon the following expressed conditions, the
performence of each which shell be a condition preceder^t:

First: That in the event of any default on the part of the Principal, written notice thereof sheK be
delivered to the Surety as promptly as possible and in any event within ten (10) days after the Obligee
shall become aware of such default, and upon Obligee's becoming aware of such default no
payments shall be made under the said contract without the written consent of the Surety. If the
Principal shall abandon said contract, or be compelled by the Obligee to cease operations thereunder,
the Surety shall have the option to proceed or procure to others to proceed with the performance of
such contract, and all reserves, deferred payments, and other moneys provided by said contract to be
paid to the Principal, shall be paid to the Surety, at the same times and under the same conditions as
by the terms of said contract such moneys have been paid to the Principal had the contract been
performed by the Principal, and the Surety shall be entitled thereto in preference to any assignee of the
Principal, or any adverse claimant; but If the Obligee shall complete or relet the said contract, all
reserves, deferred peyments, or other moneys remeining after payment for such completion shall be
paid to the Surety or applied as the surety may direct toward the settlement of any obligation or llabilitv
Incurred hereundar.

ATTACHMENT C-3



Second: That the Obligee shall faithfullv perform all of the terms, covenants and conditions of said
contract on the part of the Obiigea contracted to be performed; and shall also retain that proportion
which said contract specHles the Obligee shall or may retain the value of all work performad or
materials furnished in the prosecution of said contract (not less, however, in any event, than than per
centum of such value), until the complete periormance by the Principal of all the terms, covenants and
conditions of said contract on the Princlpars part to be performed, unless the Surety shall consent, in
writing, to the payment of said final payment, reserves, or deferred payments; that the plans and
specifications mentiorted in said contract are not in any respect defective, and are and at ail times will
be kept adequate for the complete performance of said contract, and no change shall be made In such
plans and specifications which shall Increase the amount to be paid the Principal more than ten per
centum of the penalty of this Instrument, without the written consent of the Surety; that the obligation
of the Surety is, and shall be construed strictly as, one of suretyship only; that this instrument shall
be executed by the Principal before delivery, and shall not, nor shall any Interest therein or right of
action thereon, be assigned without the prior consent, in writing, of the Surety.

Third: That the Surety shell not be liable for any damages resulting from strikes or labor difficuities,
or from mobs, riots, civil commotion, public enemy, fire, the elements, shifting of elements, acts of
God, or defect or fault In the plans or specifications referred to In said contract, or for repair, or
reconstruction of any work or materials damaged or destroyed by any of said causes; nor for damages
arising out of injuries to persons or property or for the death of any person or persons, or under or by
virtue of any statutory provision for damages or compensation for injury to or the death of any
employee; nor for the infringement or validity of any patent; nor for the efficiency or wearing qualities
of any work done or materials furnished or the maintenance thereof or repairs thereto; nor for the
furnishing of any bond or obligation other thar^ this instrument; nor for damages caused by delay in
completing the work, except for damages provided for In said contract which have actually been
sustained and proved and In such event, fiability hereunder for such damages shall not exceed ten par
centum of the penalty of this bond.

Fourth; If there be more than one Obilgee named on this bond, then it is understood that the rights
of the Obligees or any of them under this bond are conditioned upon trie faithful performance by or on
behalf of the owner of all of the conditions of the contract by him to be performed at the time and in
the manner therein set forth.

Fifth: That no action, suit or proceeding shall be had or maintained against the Surety under this bond
unless It shall be brought or instituted and process served upon he Surety within six (6) months after
the Principal sheM have ceased performing the work specified In the contract end in no event after six
(6) months subsequent to that date, time or period fixed in the contract for the completion of the work
specified therein and unless the princips! shall be made a party to any such suit or action, and be
served with process commencing the same if the Principal can with reasonable diligence be found.

Signed, sealed and dated this 26th day of February. 2003.

Counterslaned

Kurt G. Kramer, President

Nationwide A/tutuei Insurance Company

Charles Bussman, Agent Keith E. Clements, Attbwey-ln-Fact
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POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS THAT Nationwide Mutual h«urance Compeny. a conJoraHorjorganiz^^w^
Se^tfi^Ohto. wJh'S piinclpai office in the City Of Columbus. Ohio, heretnefter caBed ■Compan/. does hereby make, constrtute
and appoint Keith t. Clementa, La Ueaa, CA
each in their Indivlduel ceoacily. Its true and lawful AHomeHn-F»ct with lull power and authwlty to sign. seal, and exe^e on ItsbiSif ai? aSd all bonds and unierteklnas and other obligafery (nstruments orslrnliar nature In penalties not exceeding the sum ol
and to bind the Compenyffffl'i^^ to the same authorized oflceisof the Comperv; endal acts ofsaid Attorney pursuant to the autboj^ given ere hereby raflfted and conflnned.
This Power of Attorney Is mads and executed pursuant to and by authority of the following resolutton duty adopted by the Board of
Dicectora of the Company.

■WSOLVED that the Presktenl. or any Senior Vice President, Vice President. Resident Vice Presldert or SecondVice PreeWeril be. and the same hereby Is. authcriZBd and empowered to appdnl ^... - ^ ^ M.. Afi I ini^affairinrte rAMflnlurmfi. contTdcts cf IndBfTinitv. D0liCl65«

{BiPfy in naiUte wibUI uio Lnamoaa wt w r«a ww«>*p
such appointment or auttiority, The euthont

■ ;ed agents to sign and countersign any r*
snyeucl
auihoriz

•RESOLVED FURTHER thai such Attomeys-te-Fect shall have fuJi power end airthorlty to execute and ̂ 1*^ any
and all such documents end to Wnd the Compeny. subjed to noTbe 'Issued to them. «d to affix the seal of the Cornpany thereto, provided, however, that said seal shall not be
necessary for the vallcWy of any such documents.

m Power of Attorney Is signed and sealed by ftcslmite under and by the following By-Lews duly adopted by the Board of Directors
oflhe Company

ARTICLE Vlll

m

SocHon 10 Execution of tnstnjmente. Any Vice President and any Assistant Secretary or Assistant Treasurer sh^lhave the po^aS%S^^^^n or attest approved documer^, testrumente^^^ gherconnection wilh the operation of fie business of iBe company in addition to the Chairman ̂  Ch^^^^
Officer. President, Treasurer and Secretery; provided, however, the agnate of any of them printed,engraved or stamped on any approved document, contract, Instrument or other papers of the company.
IN wrn«SS WHEREOF, fie said Nationwide Mutual Insurance Ihisjottnanenl to be sealed and duly

attested by ttie signature of its Vice President the 25fi °
ACKNOWLEDGMENT

STATE OF Iowa

COUNTY OF Prfk Vice President

On this 25th day of March. 2002. ttefare me came the ebove named Vfca Preriderrt to NefionwWe Mutual Insurance^me oersorteBy known to be the officer descrtoed to and who exacuti^ the prec^ng in^menL and he ectmwl^^^ ex^tton3 fieSfMVand^ing to me duly sworn, deposes and says, that he Is the officer (rf the Compa^iy efore^dOtetfi^ effl^thereto Is the corporete^ of said Comparw. and the said corporate smi a>d his s^nafora were duly affixed and subscribed to said
litetrument by the authority and direction cx said Company.

Notary Public Commission Expires March 24, 20M

I JohnF Detalove Assistant Secretary of Nationwitie Mutual Insurance Conjpeny. do hereby cer^^t the towels9 ft jit rnMiand nvract coov^f the oriolnal Powaf of Attorney Issued liy said Company; fiat 6te Resolubon moucM therein te abue

and the foregoing Power of Attorney is still in full force and eltect.
IN WITNESS WHEREOF, I have hereunto subscribed my name as Assistant Secretary, and efflxed the corporate seel cf

said Company this 26fi day of February. 2003

This Power of Attorney Expires BISEAI^ ^ ^
6-3-05

Assistant Sei^etery



CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT

State of Calltomia

County cl Huntbol dt

before me. Dorene E. CampbeunnFebruary 26. 2003
iMM M tM a OKor ftA.'Jm Ow. Nm

peraorially appeared Ketth E. Clewgnts

£ personally known lo me
□ proved to me on the beels of satisfactory
evidence

to be the personOO whose narnelb} tsAm(
subscribed to the within Instrument and
acknowledged lo me that executed
the same in hls/K^XO(^r aulhorUed
capacityO@i). and that by hie/Kdi'XKMr
signaturei^} on the Instrivnsnt ^ person(X). or
the entity upon behalf of which the persortOt)
acted, executed the instnjment.

DORBC E. CAMPBBL k
CannMon# UB»I1 i

NoleiyRMe-CdkiT*! |
Huntiokf CBV«y r

myCBmuBpieiPBCtttaiM f
88 my hard and otnoalw

OPTIONAL
VwiBft ik* MbflratiM Mtow It rM tvqulrml by Itw, H nwy ptove 'aiaM to parsons rafying on 0m Ooaumtnt and eoiMpfavant

(nadulani nmovtl ana ruttechmant of INs form lo anortwr OocumoiA

Dfisertption of Attached Document

ufte-OfType of Document:

Document Dater!:!!^!^ Number of

SIgnerts) Other Than Named
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CALIFORNIA ALL-PURPOSE ACKNOWLEOGMENT

Stale of Catiioma

County of Humboldt

nr. February 26. 2003 baforame. Dorene E. Campbell
— Htffl«(ndT<He(Onw[t».'JmOg*,NM(yPuHel

personally appeared Kurt G. Kraffier ^ .
Nmm tf

personally known to me
□ proved to me on tie tMsis of satistaclory
evidence

to be the personOO whose name|p] is/a}^
8ut>scribed to the witt^n instrument and
acknowledged to me that ht(aOMK^xecuted
the same in his/tC^KK^r authorized
CBpacily(&^ end that by his/Kdl')tK^r
slgnatur^) on the instrument tie personQO. or
the entity upon behaK of whicli the personOI}
acted, executed the Ir^slrument.

DORENE E CAMnai.
ConmMon# laaaail

flioiisy njble - Ccitbnto
Humboldl Oourty

MyOrrm BckeDec K130P4 WITNESS my hand and officfajseal.ana onia^eai. j
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KRAMER PROPERTIES INC.
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KRAMER PROPERTIES INC.
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KRASVIER PROPERTIES INC.
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l£ASE

ATTACHMENT C-5

[PrellmlnarY Estimate of Constnjctlon Costs and Schedule]



Enclosure B:

Landlord Improvements
County of Humboldt, Health and Human Services

JOB COSTS:
Architectual 22,000
Plans & specs 22,500
Permits 8,000
Insulation 6,000

Heating/air 98,000
Capentry/framing 95.000
Cabinets 29,000
Doors 37,050
"Window coverings 11,700
Finish carpentry 50,000
Drywall 62,200
Acoustic ceiling 61,250
Flooring 97,500
Ceramic tile 25,000
Interior paint 25,480
Plumbing 45,000
Electrical 98,000
Misc materials 26,240
Qean-up 18.060

TOTAL IMPROVEMENTS $ 837,980

ATTACHMENT C-5



KRAMER PROPERTIES, INC.

DESIGN DEVELOPMENT CALENDAR

PRO BUILDING / HHS TENANT IMPROVEMENTS

Start Complation

Work Descriotlon Date Date

Design and permit process 7/1/02 3/31/03

Fafade improvements 3/1/03 4/30/03

Install elector 3/10/03 7/23/03

Obtain permHs 3/15/03 5/15/03

Fremlr^ Interior waBs 12/1/02 5/31/D3

F^umbing fou9h4n 5/1/03 5/31/03

HVAC rough-in 5/1/03 5/31/03

Electrica) rough-in 5/1/03 srai/03

Begin drywaR 6/10/03 7/15/03

Texture and paint interior 6/20/03 7/31/03

Install suspended ceilings 7/15/03 6/10/03

Fini^ work 7/15/03 0/1/03

Install flooring B/1/03 9/1/03

Install kitchen cabinets 8/7/03 8/15/03

Rriish electrical B/7/03 9/1/03

Finish HVAC a/1/03 9/1/03

Misc. deaningriouch-up 8/1/03 9/1/03

Lay tile 8/1/03 9/1/03

Final Inspection 9/2/03 9/10/03

Available for move-In 10/1/03

March April May June August Saptember October

►
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Dated 3^/03



LEASE

EXHIBIT D

Landlord acknowledges that the work to be done on the premises by Landlord pursuant to
the provisions of Exhibit C is substantially completed.

Landlord and Tenant agree that the commencement date of the Lease is
CPC'i . } 2003.

LANDLORD:

BY:

BY: k A- . k' /h

COLTNTY OF HUMBOLDT:

BY r.
Director, General Services
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ADVANCED SECURITY SYS^EK^
3302 T Street ♦ Eureka CA 95503

Phone; 707.443.6366 ♦ Fax 707.443.6377

September 11, 2002

Kurt Kramer

Kramer Properties
1653 Myrtle Avenue
Eureka. CA 95503

Re: Tne Professional Building

Dear Kurt,

Thank you for calling on AdvancecJ Secunty Systems. Our team of professionals is .'ooidng
forward to ser;lng you.

To insUil a security system, fire alarm system, and access control system In the Professional
Building, as described in the Humboldt County Department of Human Resourcas, RFP, i offer
the followirg proposal.

In adcibon. i have included a proposal for the additions requested to the system In our building
walk-thru with Tracy.

If in reviewing you have any questions please contact me at 443-6366.

SecgrltY Syqtgm

1- Radionics 7412 Control Panel

2- I2v Stand By Batteries
1 - Radionics 1255 Command Center

4 - Radionics Expansion Modules

2 - Atarm Sirens

ie - Perimeter Door Contacts

11- Interior Motion Detdctcrs

4- Perimeter Window Contacts

Materials SI.550.00

Tax 113.00

Installation 1.220.00

Total $2,883.00

Serving the north Coast for over 30 years
Cant. Lie NO. 527700 / Atarm ue. No. ACd2883

A Qlvlelon of Patrusna Eniarpnaat. inc.

EXHIBIT E



f\r9 Alarm System

1 - Nolifier AFP 200 Controi

7 • Notifier. Addressable Manual Pull Stations

10 - Noliner, Intelligent Smoke Detectors
1 - Nodifer, Intelligent Heat Detector
22- Notifier, AudioA^'isuai Alarm Indicators

2- Notifier, Control Modules

2- Notifier, Monitor Module

Materials $6,680.00

Tax 499.00

Installation ^ .820.00

Total $9,199.00

Access Control System

1 - Checkpoint, Access NT, Software Package with Interfeca
4 - Checkpoint, Proximity Tag Readers
1 - Checkpoint, AC-900 Main Controller

1 • Checkpoint. AC-SOO Terminal Ccntroiler
1 - Checkpoint, AC-610 Terminal Ccntroiler
1 • Checkpoint. DC. Power Supply

4 • Stand By Batteries

1 - DS. Request To Exit Motion Detector
2 - Securitron, Mag Locks

2 - Securltron, Motorized Strikes

Materials

Tax

Installation

Total

$10,860.00

787,00

2.2CQ.00

$13,347.00

(This does not include computer or NT opening software)

Summary

Security System

Fire Alarm System

Access Control System

Total

2.863.00

9,199.00

13.847 00

S25.929.0a

EXHIBIT E

Serving the North Coast for over 30 years
ConJ. Lie. No. sznoo / Alarm Uc, ,No. ACQ3aS3

A Dtvislon oi Palruflha EntorDnaea, Inc

ADVANCED



FRCM :PlDom:ED Sc'OJRtTY SYSicMS

Security System Keypads

NO. :

Options Proposal

Ncv. 07 2002 12:i2R^ P3

Tnis proposal is to ad<j a Radionics Security Keypad to each floor. This will allow independent
control ard operation of each floor security detection.

5 - Radionics 1255 Command Controls

1- 12v Power Supply
4 - Alarm Sirens

1 - Radionics Octorelay
Materials SI.190.00

Tax 86.00

Installation 6^0.00

Total $1,916.00

SGCurltv System Window Contacts

This proposal is to add 12 perimeter window contacts to the security detection on the 2^ floor.

12 - OS Window Contacts

1 • Radionics Expansion Module
Materials

Tax

installatton

Total

280.00

20.00

320.00

$620.00

Flra Alarm Addition

This proposal is to add two additional smoke detectors to the Notifisr Fire Alarm System. One
smoke detector in the computer room and one smoke detector in the adjacant telephone
equipment room.

Materials

Tax

installation

Total

$260,00

19.00

120.00

$399.00

This proposal is to add the 1" flocr, 5" Street, stair^weli door to the Access Control System.

1 - Checkpoint. AC-600 Terminal ControilBr
1 - Checkpoint, Proximity Tag Reader
1 . Securttron. Motonzed Electric Strike

Materials

Tax

Installation

Total

$2,200.00

160.00

560.00

S3.220.CC
ADVANCED
SfcKWHlTVSvMlklS

SERVING THE north COAST FOR OVER 30 YEARS
Cort. Uc. No. 527700 / Alarm Uc. No. ACa28M

A DNtnoo of Painjana EniargnsflS. trc.

EXHIBIT E
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Accsss Control Addition II

This proposal is to add 17 addiUonal doers lo (he access control system. These dcors include
an stairwell doors and elevator lobby doors.

4 ■ Checkpoint, AC-610 Terminal Controllers
17 . Checkpoint. Proximity Tag Readers
17- Securitron, Motorized Eiectfic Strikes
2 - Checkpoint Power Supplies

M $23aterials

Tax

Instailaticn

Total

,400,00
1,597.00

4.880.00

$29,977.00

Options Summary

Security System Keypads
Security System Window Contacts
Fire Alarm Addition

Access Ccntrol Addition 1

Access Control Addition 11

Total

1.S16.00

620.00

399.00

3.220.00

29.977 00

$36,132.00

6-1

Overall Summary

Security. Rre. and Access Control System
Options Summary

'otal

25,929.00

36.132.00

562.061.00

These prices include complete and professional installation and one-year parts and laoor
warranty.

II you have any questions or if I can be of service, please feel free to call me at 443-6366.

Sincerely.

Chuck Petrusha

President

ADVANCED
stTtmirv .vsikMs

SERVING THE NORTH COAST FOR OVER 30 YEARS
Cool. Uc. No. 127700 / Ai»m Uc. No. ACC2a83

A Olviaion Potrutna cniamnua, inc.

EXHIBIT E



LEASE

EXHIBH F

JANITORIAL SERVICES REQUIRED

Daily Service Five Pavs Per Week

1. Replace lights as needed
2. Empty all waste baskets and other waste containers
3. Damp dean lobby counters
4. Clean and sanitize rest room fixtures, mirrors, chrome pipes, etc.
5. Qean splash marks from walls of rest rooms
5. Mop hard surface areas, bathrooms, break areas, food service, and lunch room
7. Refill soap, towel and paper containers
8. Oean and sanitize drinking fountains
9. Qean entrance glass
10. Damp clean table tops in break rooms
11. Qean kitchen sinks and counters

12. Sweep entryways
13. Spot clean carpets of small spills, footprints, etc.
14. Keep janitor closets dean and orderly
15. Plumb toilets as needed

Twice Weekly Service

1. Dust all desks, chairs, tables, filing cabinets and other office furniture
2. Vacuum all carpeting completely

Monthly Service

1. Vacuum dust and dirt accumulation from air-conditioning vents
2. Brush dovm cobwebs Inside building
3. Dust blinds

4. Dust high areas
5. Dust top of desk cabinets, files, chair rungs, baseboards, and picture frames (Hl-Lo)
6. Vacuum upholstered furniture
7. Qean hand marks from wails, doors, and woodwork
8. Qean lobby directories and fire extinguisher glass
9. Buff Floors

Ouarteriv

1. Wash outside windows

2. Change HVAC filters

TWICE a YEAR

1. Wash Inside windows and partitions

F-1



Annually

1. Clean blinds

2. Qean carpets

The above are considered the minimum standard janitorial items. Landlord is responsible for providing all
services to the health and cleanliness of the leased fadlity.

BREAKROOM AREA/REST ROOMS

Niohtlv

1. Dust mop

2. Wet mop food service and kitchen
a. sweep and mop under all counters and sink area (including refrigerator)

3. Wet mop traffic aisles in dining room
4. Collect trash

5. Spot dean glass as needed

Monthly

1. Vacuum air vents

Quarteriv

1. Scrub and wax floor

2. Saub bathroom floors

Annually

1. Strip seal and wax floors (2x)

F-2



Recorded at the request of:

Kim Kerr

General Services Director

County of Humboldt
825 Fifth Street, Room 103
Eureka, California 95503

When recorded return to:

LEASE

EXHIBIT G

(space above this line for recorder's use)

NONDISTURBANCE AND ATTORNMENT AGREEMENT

THIS AGREEME!^ made this day of, 20 , by and between

California CCounty");
^Mortgagee") and the County of Humboldt, a political subdivision of the State of

WITNESSETH:

WHEREAS, Mortgagee is the beneficiary of a Deed of Trust f Mortgage") on certain real property
("Property") described in said Mortgage located In the City of , County of
Humboldt, State of California, which Mortgage is recorded in Book.

of the Offidai Records of the County of Humboldt.
at Page

("Lessor") by leaseWHEREAS, County has leased a portion of the Property from
agreement dated , 20 , ("County Lease"). ("County Lease" as used herein Includes
any extension or renewal thereof.)

NOW, THEREFORE, in consideration of the mutual promises herein contained, the parties agree
as follows:

L  Provided County is not in default under the terms of the County Lease, then:

(a) The right of possession of County to the leased premises and County's rights
arising out of the County Lease shall not be affected or distorted by Mortgagee in the exercise of any of
its rights under the Mortgage or the note secured thereby;

(b) Any sale of any portion of the premises described in the County Lease pursuant
to the exercise of any rights and remedies under the Mortgage or otherwise, shall be made subject to the

G-1



Lease and the rights of County thereunder; County will attorn to the Mortgagee or any purchaser at such
sale and the County Lease shall continue in accordance with its terms between County and Mortgagee or
such purchaser.

2. Mortgagee or such purchaser shall not be bound by any payment of rent or additional
rent made by County to Lessor for more than one month in advance.

3. The Lease shall be subject and subordinate to the lien of the Mortgage and to all the
terms, conditions, and provisions thereof, to all advances made or to be made thereunder, and to any
renewals, extensions, modifications or replacements thereof, including any increases therein or
supplements thereto.

4. The foregoing provisions shall be self-operative.

5. This agreement shall inure to the benefit of and be binding upon the parties hereto and
their successors and assigns.

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

Mortgagee:

By;
Print Name:

Title:

County: COUNTY OF HUMBOLDT, a political
subdivision of the State of California

By:.
Kim Kerr,

General Services Director

G-2
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