ARLINGTON COUNTY, VA

County Board Agenda Item
September 26, 2009

DATE: September 15, 2009

SUBJECT: Approval of a Deed of Lease between AHC Limited Partnership-10, Landlord, and
the County Board of Arlington County, Virginia, Tenant, for a 15 Year Lease for a Portion of the
Building Located at 4108 Fourth Street North, Arlington, VA (Gates of Ballston Community
Center, RPC Number 20022004).

C. M. RECOMMENDATIONS:

1. Approve the attached Deed of Lease between AHC LP-10, Landlord, and the
County Board of Arlington County, Virginia, Tenant, for a 15 Year Lease for a
Portion of the Building Located at 4108 Fourth Street North, Arlington, VA
(Gates of Ballston Community Center, RPC Number 20022004).

2. Authorize the Real Estate Bureau Chief, or his designee, to execute and deliver on
behalf of the County Board, the Deed of Lease, and all related documents, subject
to approval as to form by the County Attorney.

ISSUE: As a part of the lease process, the County Board is being requested to approve and
authorize the execution of the Deed of Lease (""Lease™), as shown on Exhibit A, for the
Department of Human Services (“DHS”) for the relocation of the Community Outreach
Program, from its existing temporary location at 4116 N. Third Street, Units 1 and 3, to the new
Gates of Ballston Community Center. There are no outstanding issues.

SUMMARY:: By approving this Lease, DHS staff will move the Community Outreach Program
for the Buckingham community from their current temporary location, into a permanent location
in the Gates of Ballston Community Center. AHIF funding, which was provided to the Gates of
Ballston housing project, was conditioned on provision of space to DHS for the Community
Outreach Program at the current rent paid for the temporary outreach center location, review of
the design and utilization of the new building by DHS, and final design approval by the County
Manager. All conditions have been met.

BACKGROUND: The Community Outreach Program of DHS has run the Buckingham
Community Center for 17 years through a lease between the County and the owners of the
property. The primary function of the Community Outreach Program is to provide neighborhood
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based English as a second language classes, computer classes, citizenship classes and life skills
workshops along with linking participants to other needed County and community programs.

The DHS Community Outreach Program will have access to the community room with no
additional fees charged for the use of the space. This includes groups sponsored by the DHS
Community Outreach Program, including the Buckingham Volunteers. The proposed uses of the
leased space, by these groups, fall within the types of uses permitted by the Lease.

DISCUSSION: The attached Lease has been structured to provide a commercially viable
agreement to protect the County’s rights and needs as a local government. Some of the pertinent
provisions of the Lease are as follows:

e The County's Exclusive Space consists of approximately 1,560 rentable square feet of space
for various permitted uses as defined in the Lease.
e The County shall also have access to 2,769 square feet of Shared Space.

e The Landlord is required to provide up to three surface parking spaces, free of charge, to the
County. Surface parking and street parking will be available for the County program
participants and volunteers on a nonexclusive, as available, basis.

e The initial Lease term is for fifteen (15) years.

e The County has the right to renew the Lease for five (5) additional periods of five (5) years
each.

e The County has the option of terminating the Lease, as long as the County is not in default,
upon at least twelve (12) months written notice to the Landlord.

e Initial Base Rent equates to $1,863.59 per month or $22,363.08 per annum for the first Lease
year. Rent increases by 3 percent for the second through fifteenth Lease years.

e The County is required to pay 22.84% for its prorata share of increases in Operating
Expenses and Real Estate Taxes, starting one year after the Lease Commencement Date.
These additional costs are estimated to be between $3,000 and $4,000 in the second year of
the Lease.

e The Landlord will provide janitorial services for the County's Demised Premises.

e The Landlord will maintain the Demised Premises and the Common Areas of the Building.

FISCAL IMPACT: The lease costs for the first year of the Lease (starting on October 1,
2009) will be $22,363 which is appropriated to DHS in the FY 2010 adopted budget.



Exhibit A - Lease
GATES OF BALLSTON COMMUNITY CENTER

DEED OF LEASE
BETWEEN AHC LIMITED PARTNERSHIP-10
AND
THE COUNTY BOARD OF ARLINGTON COUNTY, VIRGINIA

THIS DEED OF LEASE (“"Lease") made this day of 2009, by and between AHC
LIMITED PARTNERSHIP-10, a Virginia limited partnership, hereinafter “Landlord”, and THE COUNTY
BOARD OF ARLINGTON COUNTY, VIRGINIA, a body politic, hereinafter “Tenant.”

WHEREAS, the Landlord owns the real property, including the 9,038 square foot Community Center (“Building”)
and parking lot, located at 4108 4™ Street North Arlington, VA 22204, RPC Number 20022004 (“Property™), as
shown on Attachment 1-A "Property Description” and Attachment 1-B "Vicinity Map".

WHEREAS, the Landlord does hereby lease to the Tenant and the Tenant does hereby lease from the Landlord,
upon the terms hereinafter described, the hereinafter described Demised Premises, which is located in the Building
on the Property.

WITNESSETH, that for and in consideration of the rents, mutual covenants and agreements hereinafter set forth,
and in further consideration of One Dollar and “/;5, Dollars ($1.00) and other valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the parties hereto do hereby mutually agree as follows:

1. DEMISED PREMISES. The Demised Premises are shown on the plans and consist of
the following areas as designated on Exhibit A, attached hereto and incorporated herein
by reference:

A. Exclusive Space: Tenant’s exclusive space consists of 1,560 square feet, more or
less, of usable space, known as Office DHS Classroom A, DHS Classroom B,
DHS Meeting Room, DHS office, DHS Storage Rooms, and the Computer Class
Room located on the Second Floor of the Building (“Exclusive Space™).
Landlord shall provide Tenant's two (2) on-site employees and their immediate
supervisor with a FOB key device to the access control reader for the Building so
they may use the Exclusive Space twenty four (24) hours a day, seven days a
week. Prior to Landlord's issuance of the FOB key devices to the aforesaid,
Tenant shall give Landlord a list containing the names and phone numbers for its
two (2) on-site employees and their immediate supervisor. Tenant shall not allow
its personnel or invitees to have access to the premises during non-operating hours
(10:00 pm to 8:00 am Monday — Saturday, and County observed holidays) unless
accompanied by one (1) of Tenant's two (2) on-site employees or their immediate
supervisor.

B. Shared Space: The space shared among the Landlord and Tenant consists of
2,769 square feet, more or less, of lobbies, hallways, elevators, restrooms and the
Community Room in the Building (“Shared Space”). Tenant and its designated
invitees shall have use of the Shared Space, as available, upon filling in a
reservation for the Shared Space in the log provided by Landlord. No fees (other
than the Rent to be paid by Tenant pursuant to Section 7 of this Lease) shall be
charged, to the Tenant or its designated invitees, for the use of the Shared Space.
If Tenant or its designated invitees damage the Shared Space, then the Tenant, to




the extent permitted by law, or designated invitees(s) who caused such damage
shall pay its respective costs associated with repairing the damage within a
reasonable period of time, not to exceed thirty (30) business days, after notice of
such damage and the costs to repair same. Tenant is not required to pay any other
additional fees for the use of the Shared Space, including the additional fees listed
in the Landlord’s “Use and Operations Policy and Procedures”, attached hereto as
Exhibit D-1. Landlord reserves the right to make reasonable changes to its Use
and Operations Policy and Procedures, from time to time, by submitting a
reasonable written thirty (30) days, in advance, notice to Tenant. Any other such
rules and regulations shall not interfere with the intended use of the Demised
Premises and shall in no event be inconsistent with the terms of this Lease.

PARKING SPACES. Tenant shall have the right to use the surface parking lot and
street parking free of charge, for the County program participants and volunteers on a
nonexclusive, as available, basis. Throughout the Initial Term and all Extension
Period(s) (as hereinafter defined), Landlord shall provide up to three parking permits, free
of charge, to Tenant.

LANDLORD'S WORK.

A. Landlord guarantees that the Demised Premises complies with applicable building
codes, laws and regulations (including, without limitation, the Americans with
Disabilities Act) upon the Lease Commencement Date (as hereinafter defined in
Section 6A). Tenant shall accept the Demised Premises and the Shared Space in
"As Is" condition.

B. Landlord, at its sole cost and expense, shall place Tenant’s name on the Directory
Board for the Building.
C. Landlord will provide cleaning services (per the attached Cleaning Specifications

attached hereto as Exhibit A-1) and Tenant shall pay, as additional rent, the costs
to provide cleaning services per the specifications for the Exclusive Space.
Cleaning services will occur Monday through Friday, after 10:00 p.m. and before
10:00 a.m. so as to not disrupt Tenant's use of the Demised Premises.

EQUIPMENT AND EXPENSES.

A. Refrigerators: Landlord shall provide a refrigerator in the Community Room for
Landlord’s exclusive use and a refrigerator in the Community Room for Tenant’s
exclusive use.

B. Personal Property: By separate agreement, Tenant has purchased furniture from
Landlord (“Personal Property”) shown on Exhibit B. Prior to the Lease
Commencement Date, Landlord shall have, or cause to have, the Personal
Property delivered and setup in the Tenant’s Exclusive Space.

ACCESS TO DEMISED PREMISES PRIOR TO LEASE COMMENCEMENT

DATE.

A. Tenant shall have access to the Demised Premises upon execution of this Lease.
After the Lease has been fully executed, Landlord may submit an invoice to
Tenant, and the Tenant shall pay within ten-business days for any occupancy of
the Demised Premises by Tenant that occurs between the execution date of the




Lease and the Lease Commencement Date. The invoice shall be based upon the
prorated daily cost of Base Rent, for the first Lease year, for such aforesaid
period.

On or before the Access Delivery Date, Landlord and Tenant will each obtain and
maintain the minimum insurance coverages, respectively, as described in Section
13 of this Lease, in order to protect their respective insurable interests in the
Building and personal property. All insurance required will be issued by insurers
licensed in Virginia, or approved by the Commonwealth of Virginia as qualified
surplus lines insurers, or otherwise agreed to by the parties. All insurers will have
a minimum rating equivalent to a rating of A-1X by A.M. Best. The required
insurance may be subject to reasonable deductibles or self-insured retention
levels. The uses of such deductibles or self-insured retention levels are the
exclusive responsibility of the primary named insured. Failure to obtain and
maintain any required insurance shall not relieve or excuse the parties or their
surety, or their bond, from any obligations or liability under this Lease. Nor shall
the insurance requirements be construed to conflict with or limit the obligations
stated elsewhere in this Lease. Evidence of required insurance coverage shall be
provided by Landlord to Tenant, and by Tenant to Landlord, by the Access
Delivery Date. Such evidence of Landlord’s insurance shall be evidenced by the
appropriate Certificate of Insurance delivered by Landlord to Tenant prior to the
Access Delivery Date, and annually thereafter. The County's Risk Manager shall
issue a Confirmation of Insurance Letter of Tenant's insurance to the Landlord
prior to the Access Delivery Date. The insurance policies shall require the issuing
carrier to give at least thirty (30) days prior written notice to all named insureds in
the event of any material change in coverage, cancellation, or non-renewal,
including any change in the use of the Demised Premises which results in a
change of insurance rating classification for the Demised Premises.

Lease Commencement Date: The initial term of the Lease will be fifteen (15)

years (“Initial Term"), commencing on the first day of the month after the Lease
has been fully executed (“Lease Commencement Date”).

Expiration: The Lease shall expire at midnight on the date fifteen (15) years after
the Lease Commencement Date. Upon the expiration of the Term, end of the
Renewal Term, end of the month-to-month tenancy, or upon other termination of
this Lease, as the case may be, Tenant shall quit and deliver the Demised
Premises in good condition (taking into account the length of the Term and the
permitted use hereunder), ordinary wear and tear, and damage by the elements,
fire, and other unavoidable casualty, excepted. If, however, Tenant retains
possession of said Demised Premises after the end of any Term, with the
permission of Landlord, then the Tenant shall, by virtue of such permission, be
and become a Tenant of Landlord from month to month, upon the same terms and
conditions as set forth in this Lease, except that the amount of Base Rent shall be
increased by three percent (3%) per annum on the anniversary of Rent
Commencement Date. The month-to-month tenancy thus created can be
terminated by either party giving to the other party not less than a thirty (30) day



prior written notice for the month-to-month lease to expire on the last day of any
month.

Option to Extend. The Tenant shall have the option to extend the term hereof for
five (5) additional periods of five (5) years each (each, an “Extension Period”),
provided:

Q) Tenant gives written notice to Landlord of Tenant’s election to exercise
such extension option no earlier than twelve (12) and no later than six (6) months
prior to the expiration of the Initial Term or any Extension Period, as the case may
be;

(i) no event exists at the time of the exercise of such option, which event by
notice and/or passage of time would constitute an event of default if not cured
within the applicable cure period.

All terms and conditions of the Lease shall remain in full force and effect during
each Extension Period, including, without limitation, all provisions governing the
payment of  Base Rent, annual increases in Base Rent, and Additional Rent.
Tenant's Option to Terminate. Tenant shall have the absolute right and option,
without liability, penalty or further obligation whatsoever, to terminate the Lease
at any time during the Initial Term and Extension Period, at Tenant's sole and
absolute discretion (the "Termination Right") effective as of the date that is
specified by Tenant for the termination of the Lease (the "Termination Date™)
subject to the following terms and conditions:

Q) at the time of the exercise of the Termination Right and at all times
thereafter through the Termination Date, Tenant is not in default under the
Lease beyond any applicable notice and cure period; and
(i)  Tenant shall provide Landlord with a written notice of the exercise by
Tenant of the Termination Right (the "Termination Notice") at least twelve (12)
months prior to the Termination Date specified in the Termination Notice.
Irrespective of when Tenant provides the Termination Notice, the termination of
the Lease shall not be effective until the Termination Date.
If Tenant exercises the Termination Right as aforesaid, then the Lease shall
terminate on the Termination Date in the same manner as if said date had been
originally scheduled date for the expiration of the Term. Without limitation of
any other right of Tenant under the Lease, Tenant shall have no obligation to
occupy or use all or any portion of the Demised Premises at any time after the
issuance by Tenant of the Termination Notice, provided Tenant shall remain fully
liable for its obligations under this Lease through the Termination Date.

7. RENT. The Tenant will pay Base Rent for the Demised Premises, due on the first (1st)
and payable by the tenth (10th) day of each month, in equal monthly instaliments, without
deduction or demand, in the following manner:

MONTHLY ANNUAL
Rent Commencement Date and on
each subsequent anniversary thereafter,
Tenant shall pay the following amounts
for Base Rent: $1,863.59 $22,363.08



Rent Commencement Date: The Rent Commencement Date shall fall on the first
calendar day of the month following Landlord’s receipt of the Certificate of
Occupancy for the Demised Premises and after full execution of the Lease.

Lease Year: Lease Year shall mean the twelve (12) calendar month period
beginning with the Lease Commencement Date or, if the Lease Commencement
Date does not occur on the first day of a calendar month, then the twelve calendar
month period beginning on the first day of the first full calendar month after the
Lease Commencement Date, and each successive twelve (12)-calendar month
period thereafter during the Initial Term and any Extension Period hereof. Any
partial calendar month immediately following the Lease Commencement Date
shall be not be included in the First Lease Year.

Tenant Share of Operating Costs: Starting one (1) year after the Commencement
Date, Tenant shall pay 22.84% for its pro-rata share of the actual cost for
operating expenses incurred for the Building over the actual operating costs of the
Building for CY 2010 ("Base Year"), in accordance to this Section, for the
Community Center (see Exhibit C "List of Acceptable Operating Costs" for a list
of all applicable expenses). Landlord shall not recover more than one hundred
percent (100%) of the Operating Expenses actually paid by Landlord. Landlord
shall send an invoice and a list of itemized operating expenses to Tenant, on a
quarterly basis, for Tenant's Share of Operating Costs. Tenant shall include the
reimbursement for Tenant's Share of Operating Costs in the next rent payment
due date due to Landlord.

Exclusions from Operating Costs: Notwithstanding the foregoing or any other
term or condition of this Lease to the contrary, Operating Costs shall not include:

Q) debt service, interest, amortization of mortgages or any other debt,
financing costs, late fees or interest on overdue payments (unless the
same are the result of Tenant’s failure to pay Rent when due);

(i) depreciation of the Building;

(ili))  payments required to be made by tenants of the Building under
agreements for direct reimbursement for services (e.g., separate
telephone service);

(iv)  ground rent or other rental payments made under any ground lease or
underlying lease;

(V) costs of leasing commissions, advertising and promotional expenses
(including, but not limited to gift baskets, gift certificates, flowers, ice
cream socials, breakfasts, luncheons, dinners, picnics, etc.) and other
expenses incurred in procuring tenants for the Building or in connection
with the renewal or expansion of any existing tenancies or negotiating
with prospective tenants;

(vi) any cash or other consideration paid by Landlord on account of, with
respect to, or in lieu of tenant work or alterations;

(vii) salaries, wages, or other compensation or benefits paid to officers or
executives of Landlord or Management Agent, on-or-off-site employees
or other employees of Landlord or Management Agent who are not



(viii)

(ix)

)
(xi)

(xii)
(xiii)

(xiv)
(xv)

(xvi)

(xvii)

(xviii)

assigned full-time to the operating, management, maintenance or repair
of the Building;

costs incurred in connection with the sale, financing, refinancing,
mortgaging, selling or change of ownership of the Building or the
Property;

repairs or replacements (a) necessitated by the negligence or willful
misconduct of Landlord or its employees or agents, (b) required to cure
violations of governmental laws, ordinances, rules and regulations
applicable to the Property as of the initial Commencement Date (unless
the violation is solely caused by Tenant), or (c) necessitated by design
flaws, construction defects, and/or structural defects in the Building or
the Property;

costs of enforcement of leases of other tenants in the Property and any
other agreements and reserves for bad debt;

legal fees, accounting fees and other professional and consulting fees (a)
incurred in procuring tenants for the Building or the Property (including,
without limitation, fees incurred in connection with (i) failed negotiations
with prospective tenants; and (ii) the design and construction of tenant
improvements for any other tenant or prospective tenant), (b) incurred in
connection with Landlord’s negligence or willful misconduct or
non-compliance with any mortgage, deed of trust or lease relating to the
Property, (c) relating to enforcing any leases or any landlord/tenant
proceeding, (d) relating to the defense of Landlord’s title to, or interest
in, the Property, including without limitation, any foreclosure or
bankruptcy proceeding, (e) relating to the refinancing or sale of the
Property or any interest therein or sale of any interest in Landlord; or (f)
relating to the internal affairs of the ownership entity or entities
constituting Landlord,;

the cost of repairs incurred by reasons of fire or other casualty or
condemnation;

income or franchise taxes or such other taxes imposed upon or measured
by Landlord’s gross receipts such as BPOL tax, gross revenue or by
Landlord’s net income;

recordation and transfer taxes and capital gain taxes, including, without
limitation, any such taxes incurred if this Lease is recorded by Landlord;
the cost of any additions to the Building and of painting or decorating
other than in common or public areas of the Property;

any tenant work performed or alteration of space leased to tenants or
occupants of the Building whether such work or alteration is performed
for the initial occupancy by such tenant or occupant or thereafter;

the cost of alterations, capital improvements, replacements and repairs
which under generally-accepted accounting principles are properly
classified as capital expenditures;

any cost representing an amount paid for services or materials to a
person, firm or entity to the extent such amount exceeds the amount that
should be paid for such services or materials of comparable quality at the
then-existing market rates;



8.

(xix)

(xx)

(xxi)

(xxit)

(xxiii)

(xxiv)

(xxv)

(xxvi)

all expenses for which Landlord has received (or is entitled to receive)
reimbursement (such as by insurance and by other tenants of the
Property);

rentals and other related expenses incurred in leasing air-conditioning
systems, elevators or other equipment ordinarily considered to be of a
capital nature;

direct and indirect costs incurred to clean up, contain, abate, remove, or
otherwise remedy asbestos or hazardous waste (as determined by federal,
state or local laws or regulations) existing on the Property at the
Commencement Date unless the wastes were in or on the Demised
Premises or the Building because of Tenant’s acts or those of Tenant’s
Licensees and their respective agents, employees, invitees, subtenants or
contractors;

the cost of performing special services or installations to or for tenants or
occupants to the extent such service exceeds that provided by Landlord
to Tenant without charge hereunder;

electricity costs or overtime HVAC costs, if charged separately to any
tenants in the Building (including Tenant);

fees and expenses of property management services in excess of five
percent (5%) of gross income derived from the Property (insurance or
otherwise); provided however, that in the event that the Building’s
property management fee (i.e., the percentage of gross revenue) for any
Calendar Year is higher than such property management fee used in
calculating the Base Operating Expenses, then the Base Operating
Expenses shall, for purposes of calculating Excess Operating Expenses,
be adjusted to reflect such higher property management fee;

painting or decorating other than in common areas or public areas of the
Building;

the cost of artwork;

(xxvii) costs or payments associated with Landlord obtaining air rights or

development rights.

Base Rent Increases: On the anniversary of each sequential Lease Year during
the balance of the Term, the Base Rent will be increased by three percent (3%)
over the previous years’ rent.

Rent shall be paid, by Tenant, to AHC LIMITED PARTNERSHIP-10, c/o AHC
Management LLC, 4108 4™ Street North, Arlington, Virginia 22204, or to such other
agent and at such other place as Landlord may from time to time designate to Tenant, in

DELINQUENT RENT CHARGES. In the event any installment of Base Annual Rent

or Additional Rent due hereunder is not paid within ten (10) calendar days after it is due, then
Tenant shall also pay to Landlord as Additional Rent (a) a late payment fee equal to two percent
(2%) of the payment as liquidated damages for the additional administrative costs incurred by
Landlord as a result of such late payments, plus (b) an interest charge calculated at the rate of
two percent (2%) per annum above the then Prime Rate of interest on the delinquent payment
from the date due until paid. Notwithstanding the foregoing, in the event that Tenant has not
paid all or any portion of Base Annual Rent or Additional Rent claimed due by Landlord as a



result of Tenant’s application of any set off right hereunder or as a result of a reasonable dispute
raised by Tenant as to Landlord’s entitlement to such payment, then, unless Tenant is finally
adjudged by a court of competent jurisdiction to be the non-prevailing party in such dispute,
Tenant shall not be deemed to be in default and no late charge or interest charge shall apply to
such unpaid amounts.

9. USE OF DEMISED PREMISES.

A.

Tenant shall be entitled to use and occupy the Demised Premises for DHS
programs, including, but not limited to, English as a second language classes,
computer classes, citizenship classes, life skills workshops and resident
information and referral. Tenant shall use the Premises in accordance with
applicable zoning regulations, and the Rules and Regulations shown on Exhibit D
and with the understanding that the Landlord shall have the right to prevent uses
by DHS not deemed to be reasonably consistent with the above stated uses and
those uses provided by AHC Inc. to the residents of the Gates of Ballston.
Landlord may, amend the Rules and Regulations from time to time upon
reasonable notice to Tenant. The Rules and Regulations shall not be construed to
in any way modify or amend, in whole or in part, the agreements, covenants,
conditions and provisions of this Lease.

Tenant covenants that it will maintain the Exclusive Space in a clean and sanitary
condition, and Tenant shall maintain the Shared Space in such a manner that it is
restored to the condition immediately prior to Tenant’s use of the Shared Space,
normal wear and tear excepted.

Tenant covenants that it will, at its own cost, promptly comply with and carry out
all orders, requirements or conditions hereinafter imposed upon it by any
applicable ordinances, laws, codes and/or regulations of the federal, state and
local governments including the Americans with Disabilities Act of 1991, 42
U.S.C. 812.101 et seq., as amended, and all regulations applicable thereto,
promulgated after the Lease Commencement Date, during the Lease Term, insofar
as that additional ADA work is only required in the Tenant’s Exclusive Space, in
the conduct of the particular business of the Tenant. Notwithstanding the
foregoing, Tenant will be entitled to contest the applicability of such ordinances,
laws, codes, and/or regulations to the Demised Premises or to the Tenant,
provided however, that Tenant first provides Landlord with such reasonable
assurances as Landlord may require protecting itself against loss, damage, cost or
liability that may arise therefrom.

10. ILLEGAL USE. The Tenant will not use or permit the Demised Premises, or any part

thereof, to be used for any unlawful or extra hazardous purpose nor for any other purpose
than hereinbefore specified; and will not manufacture any commodity therein, without the
prior written consent of the Landlord.

11.  SUBLETTING, LICENSING AND ASSIGNMENT.

A.

With Landlord's consent, which shall not unreasonable be withheld, conditioned
or delayed, Tenant may grant licenses in all or a portion of the Demised Premises,
to Tenant's Licensees, who are hereby defined for the purposes of this Lease as
contractors, non-profit organizations or other entities and other governmental
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agencies which provide services to Tenant's government operation or to the public
in conjunction with, for, or on behalf of Tenant as determined by Tenant. As a
condition to occupying the premises Tenant's Licensees shall agree, in writing, to
comply with all applicable provisions of the Lease, and shall not do anything that
would constitute a violation of any part or conditions of the Lease, including, but
not limited to, naming alterations or improvements to the buildings without the
prior consent of Tenant and Landlord.

Tenant shall not assign, transfer, mortgage or otherwise encumber this Lease or
sublet or rent (or permit occupancy by others of) the Demised Premises, or any
part thereof, without the prior written consent of Landlord, which consent shall
not unreasonably be withheld, conditioned, or delayed. No sublease of the
Demised Premises or assignment of this Lease to one or more Tenant’s Licensee’s
shall relieve Tenant, vis-a-vis Landlord, of Tenant’s obligations hereunder. Any
assignment, transfer, mortgage, encumbrance, sublet or occupancy of the
Demised Premises in violation of the preceding sentence shall be null and void.

Tenant shall furnish to Landlord a copy of the proposed instrument of assignment
or subletting under the terms of this Section at the time Landlord’s consent thereto
is requested. Notwithstanding any other term or condition of this Lease to the
contrary, any request for Landlord’s consent to a proposed assignment or
subletting shall be deemed to have been granted by Landlord unless Landlord,
within fifteen (15) days after Tenant’s written request for Landlord’s consent,
provides Tenant with a written notice reasonably denying or conditioning its
consent in a manner consistent with the terms of this Section. Any such denial or
conditioning of consent by Landlord shall include a detailed statement of
Landlord’s rationale for such action. Any consent by Landlord to any assignment
or subletting shall not be construed as a waiver or release of Tenant from the
terms of any covenant or obligation contained in this Lease, nor shall such
assignment or subletting be construed to relieve Tenant from obtaining the
consent in writing of Landlord to any further assignment or subletting. In the
event that Tenant defaults under this Lease beyond any applicable notice or cure
periods, Tenant hereby assigns to Landlord the rent due from any subtenant of
Tenant and hereby authorizes each such subtenant to pay said rent directly to
Landlord. In the event of any assignment or sublet, Landlord shall not have the
right to recapture the assigned or sublet space.

Landlord’s consent to a proposed sublease or assignment shall not be
unreasonably withheld, conditioned or delayed, provided that the Landlord
reasonably determines that the proposed subtenant or assignee

Q) is of a type and quality consistent with the first class nature of the
Building,

(i) has the financial capability and creditworthiness to undertake and perform
the obligations of the Lease or the sublease, and
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(iii)

will not impose any additional material burden upon the Landlord in the
operation of the Building (i.e., to an extent greater than the burden to
which Landlord would have been had Tenant continued to use such part of
the Demised Premises).

In addition, the following conditions must be satisfied at the time Tenant requests
Landlord’s consent to an assignment or sublease:

(i)

(i)

(i)

(iv)

(v)

(vi)

no event of default exists and no event has occurred which, with notice
and/or the passage of time, would constitute an event of default if not
cured within the time, including any applicable grace period, specified
herein;

Landlord receives at least sixty (60) days’ prior written notice of
Tenant’s intention to assign the Lease or sublet any portion of the
Demised Premises;

the proposed use of the Demised Premises is substantially the same as that
permitted under the terms of the Lease and will not violate any other
agreement affecting the Demised Premises or the Building;

Tenant submits to Landlord whatever information Landlord reasonably
requests in order to permit Landlord to make a judgment on the proposed
subletting or assignment, including without limitation the name, business
experience, financial history, net worth and business references of the
proposed assignee or subtenant, a description of the transaction, and the
consideration delivered to Tenant for the assignment or sublease;

the proposed assignee or subtenant is not a tenant of the Building or a
prospective tenant who, within the six (6) months prior to Tenant’s
request, has talked to Landlord or its brokers or agents about the
possibility of leasing space in the Building; and

Tenant shall remain jointly and severally liable for the performance of all
covenants and obligations contained in the Lease. Notwithstanding the
foregoing, the Tenant shall have the right to sublet the Demised Premises
or any part thereof, or transfer possession or occupancy thereof, to any
entity affiliated or controlled by the Tenant, provided that the Tenant
shall remain jointly and severally liable for the performance of all
covenants and obligations contained in the Lease.

12. TENANT ALTERATIONS.

A.

Tenant shall neither make nor allow any alterations, decorations, replacements,

changes, additions or improvements (collectively referred to as "Alterations™) to
any part of the shared space of the building without the prior written consent of

the Landlord. In addition, Tenant may not make or allow any Alteration to the

Demised Premises that will or may affect the exterior appearance or structure of
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the Building, without the prior written consent of Landlord, granted or denied at
Landlord’s sole discretion. Tenant shall not make or allow any other kind of
Alterations to the Demised Premises or any part thereof without the prior written
consent of Landlord, which consent shall not be unreasonably withheld,
conditioned or delayed. All of such Alterations, structural or otherwise, must
conform to all rules and regulations established from time to time by the
Underwriters' Association of the jurisdiction in which the Property is located,
must be performed in a good and workmanlike manner, must comply with all
applicable building codes, laws and regulations (including without limitation the
Americans with Disabilities Act), shall not require any changes to or
modifications of any of the Building's mechanical, electrical, plumbing or other
systems and shall otherwise be constructed in strict accordance with the terms and
conditions of this Section.

It is understood and agreed by Landlord and Tenant that any Alterations
undertaken in the Demised Premises shall be constructed at Tenant's expense. No
consent by Landlord to any Alterations shall be deemed to be an agreement or
consent by Landlord to subject Landlord's interest in the Demised Premises or the
Building to any mechanic's or materialmen’s liens which may be filed in respect
to such Alterations made by or on behalf of Tenant.

Tenant shall keep the Demised Premises free from any liens arising out of any
work performed on, or materials furnished to, the Demised Premises, or arising
from any other obligation incurred by Tenant. If any mechanic's or materialmen's
lien is filed against the Demised Premises or the Building for work claimed to
have been done for or materials claimed to have been furnished to Tenant, such
lien shall be discharged by Tenant within sixty (60) days thereafter, at Tenant's
sole cost and expense, by the payment thereof or by filing any bond required by
law.

Any Alterations of any kind to the Demised Premises or any part thereof (with the
exception of Tenant's equipment, Personal Property and moveable trade fixtures)
shall at once become part of the realty and belong to Landlord and shall be
surrendered with the Demised Premises, as a part thereof, at the end of the Term
hereof. However, that Landlord may, by sending a written notice to Tenant, at
least thirty (30) days prior to the end of the Term, require Tenant to remove any
Removal Alterations (hereinafter defined) and to repair any damage to the
Demised Premises caused by such removal, at Tenant's sole expense. As used
herein, the term “Removal Alterations” shall mean any Alterations

Q) which Landlord, in response to a Removal Inquiry (hereinafter defined) by
Tenant, indicated to Tenant must be removed by Tenant at the end of the
Term; and

(i) with respect to which Tenant did not make inquiry of Landlord, at the time
Tenant sought Landlord’s approval of such Alteration (in accordance with
the provisions above). As used herein, the term “Removal Inquiry” shall
mean an inquiry by Tenant, made to Landlord contemporaneously with
Tenant’s request for approval of an Alteration, as to whether or not such
Alteration need be removed by Tenant at the end of the Term. Any article
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of personal property, including business and trade fixtures, not attached to
or built into the Demised Premises, which were installed or placed in the
Demised Premises by Tenant at its sole expense, is and shall remain
the property of Tenant and may be removed by Tenant at any time during
the Term. Tenant shall reimburse Landlord for the actual cost of repairs
for damage to the Demised Premises or the Building caused by such
removal.

13. INSURANCE.

A

Landlord and Tenant will each obtain and maintain the minimum insurance
coverages respectively, in order to protect their respective insurable interests in
the Building.

All insurance required will be issued by insurers licensed in Virginia, or approved
by the Commonwealth of Virginia as qualified surplus lines insurers, or otherwise
agreed to by the parties. All insurers will have a minimum rating equivalent to a
rating of A-IX by A.M. Best.

Required insurance may be subject to reasonable deductibles or self-insured
retention levels. The uses of such deductibles or self-insured retention levels are
the exclusive responsibility of the primary named insured.

Failure to obtain and maintain any required insurance shall not relieve or excuse
the parties or their surety, or their bond, from any obligations or liability under
this Lease. Nor shall the insurance requirements be construed to conflict with or
limit the obligations stated elsewhere in this Lease.

Evidence of required insurance coverage shall be provided by Landlord to Tenant,
and by Tenant to Landlord, no later than the first Delivery Date. Such evidence
of Landlord’s insurance shall be evidenced by the appropriate Certificate of
Insurance delivered by Landlord to Tenant prior to the Lease Commencement
Date, and annually thereafter. The insurance policy shall require the issuing
carrier to give at least thirty (30) days prior written notice to all named insureds or
additional insureds in the event of any material change in coverage, cancellation,
or non-renewal, including any change in the use of the Demised Premises which
results in a change of insurance rating classification for the Demised Premises.

LANDLORD'S INSURANCE REQUIREMENTS:

Landlord’s insurance shall be as set forth in Section 5B of this Lease and as listed
hereunder:

Q) Insurance with respect to the Improvements insuring against any peril now
or hereafter included within the classification “All Risk” or *“Special
Perils” (including, without limitation, fire, lightning, windstorm, hail,
explosion, riot, riot attending a strike, civil commotion, aircraft, vehicles
and smoke), in each case (a) in an amount equal to 100% of the “Full
Replacement Cost,” which for purposes hereof shall mean actual
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(i)

(iii)

(iv)

v)

(vi)

(vii)

replacement value exclusive of costs of excavations, foundations,
underground utilities and footings, with a waiver of depreciation; (b)
containing an agreed amount endorsement with respect to the
Improvements and Personal Property waiving all co-insurance provisions;
(c) providing for no deductible in excess of $25,000; (d) at all times
insuring against at least those hazards that are commonly insured against
under a “special causes of loss” form of policy, as the same shall exist on
the date hereof, and together with any increase in the scope of coverage
provided under such form after the date hereof; and (e) providing coverage
for contingent liability from Operation of Building Laws, Demolition
Costs and Increased Cost of Construction Endorsements together with an
“Ordinance or Law Coverage” or “Enforcement” endorsement;

Commercial General Liability Insurance against all claims for personal
injury, bodily injury, death or property damage occurring upon, in or about
the Property, including “Dram Shop” or other liquor liability coverage if
alcoholic beverages are sold from or may be consumed at the Property,
such insurance (a) to be on the so-called “occurrence” form with a general
aggregate limit of not less than $3,000,000 and a per occurrence limit of
not less than $1,000,000; and (b) to cover at least the following hazards:
(1) premises and operations; (2) products and completed operations on an
“if any” basis; (3) independent contractors; (4) blanket contractual liability
for all written and oral contracts; and (5) contractual liability;

Loss of Rents and/or Business Interruption Insurance covering all risks
required to be covered by the insurance in an amount equal to 100% of the
projected gross income from the Property (on an actual loss sustained
basis) for a period of eighteen (18) months;

Workers’ Compensation, subject to the statutory Ilimits of the
Commonwealth of Virginia, and employer’s liability insurance with a
limit of at least $1,000,000 per accident and per disease per employee, and
$1,000,000 for disease aggregate in respect of any work or operations on
or about the Project, or in connection with the Project or its operation (if
applicable);

Comprehensive Boiler and Machinery Insurance covering all mechanical
and electrical equipment and pressure vessels and boilers in an amount not
less than $10,000,000;

Umbrella Liability Insurance in an amount not less than $25,000,000 per
occurrence on terms consistent with the commercial general liability
insurance policy required under Subsection C above;

Motor Vehicle Liability coverage for all owned and non-owned vehicles,
including rented and leased vehicles containing minimum limits per
occurrence, including umbrella coverage, of One Million and “"/1g
Dollars ($1,000,000); and
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(viii)  Such other insurance and in such amounts as Landlord’s lender from time

to time may reasonably request.

Tenant may periodically require that Landlord increase or decrease the limits of insurance to be maintained
by Landlord pursuant to this Section, although Tenant may not require a decrease of such limits below
commercially reasonable levels or levels required by Landlord’s lender, nor require an increase of such
limits above those that Landlord is capable of obtaining.

Tenant, its elected and appointed officers and officials, employees, and Tenant’s Licensees shall be hamed
as additional insureds by endorsement to the commercial general liability (including property liability),
comprehensive automobile liability, and umbrella/excess liability insurance policies.

TENANT'S INSURANCE REQUIREMENTS:

C.

Tenant will obtain and maintain the following insurance coverage relative to
Tenant’s insurable interest in the Building, including the Demised Premises:

(i)

(i)

(iii)

(iv)

Property Insurance — all risk policy providing coverage for business
personal property and removable leasehold improvements at the Building
at 100% of the current replacement cost, with a deductible not to exceed
$100,000. There shall be no coinsurance provision.

Workers® Compensation and Employers’ Liability Insurance — under the
applicable workers” compensation laws of the Commonwealth of Virginia,
will cover all employees of Tenant working at the Building. This
coverage will be obtained with no deductible amount. The workers’
compensation coverage will provide statutory benefits coverage. The
employers’ liability coverage shall provide coverage limits of at least
$1,000,000 for each accident and each employee. This insurance
requirement may be replaced with a formal self-insurance program.

Commercial General Liability Insurance — providing coverage against
claims or losses resulting from bodily injury, advertising injury, personal
injury and property damage caused by or arising out of the operations
under this Lease, and without any right of contribution from any other
self-insurance plan or program of insurance carried by either of the parties
to this Lease. Such insurance will include coverage for premises
operations, products, completed operations, broad form contractual
liability, and broad form property damage liability. Such insurance will
provide limits of at least $1,000,000 per occurrence and in the aggregate
annually, with no deductible for bodily injury, personal injury and
property damage. This insurance requirement may be replaced with a
formal self-insurance program.

Comprehensive Automobile Liability Insurance — providing coverage
against claims and losses resulting from bodily injury or property damage
caused by or arising out of the ownership, maintenance, operation, use,
loading or unloading of any motor vehicle, whether owned, hired, or
non-owned, that is used in the performance of operations outlined in this
Lease. Insurance will provide limits of at least $1,000,000 per occurrence
and in the aggregate annually, with no deductible for bodily injury and
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property damage. This insurance requirement may be replaced with a
formal self-insurance program.

(v) Umbrella Liability Insurance — providing coverage against claims and
losses resulting from bodily injury, personal injury or property damage in
excess of the limits of insurance specified above for commercial general
liability and comprehensive automobile liability. The limits of this
umbrella liability insurance will be sufficient to provide total coverage of
at least $10,000,000 per occurrence, including the underlying primary
limits.

(vi)  Landlord will be named as an additional insured to the umbrella/excess
liability policies.

Notwithstanding anything to the contrary contained herein, Landlord and Tenant
hereby mutually waive and release their respective rights of recovery against each
other for any loss of or damage to its property (in excess of a deductible amount
for each of Landlord and Tenant that is reasonable in light of the size and status of
each of Landlord and Tenant and applicable market conditions) capable of being
insured against by fire and extended coverage insurance or any insurance policy
providing property damage coverage, whether carried or not; provided, however,
such waiver and release shall not apply under any circumstance to loss or damage
caused by the intentional acts of Landlord or Tenant, as the case may be. Each
party shall apply to its insurer to obtain said waiver and obtain any special
endorsement, if required by its insurer to evidence compliance with the
aforementioned waiver, and shall bear the cost therefor. Landlord acknowledges
that, as of the date of this Lease, Tenant’s deductible for property insurance is
$100,000, and that such deductible amount is reasonable in light of Tenant’s size,
status, and applicable market conditions.

Notwithstanding anything to the contrary contained herein, in order to comply
with the provisions of this Section or other provisions of this Lease requiring
Tenant to provide insurance coverage, Tenant shall have the right to self-insure as
to all or any portion of the insurance coverage or coverages which would
otherwise have been required by a third (3" party insurance carrier.

14.  ACCESS.

A.

Landlord's Access: After notifying Tenant, in writing, at least two (2) business
days in advance, except in the event of an emergency, Landlord reserves the
right for itself and its agents to enter upon the Demised Premises, during
business hours to inspect the same, to show the same to prospective purchasers,
lessees or lenders, or to perform such duties as may be the responsibility of the
Landlord under the Lease.

Tenant's Access: Throughout the Term, Tenant shall be provided with access to
the Building and the Demised Premises twenty four (24) hours per day, 365 days
a year. The Building's main entrance doors shall be equipped with a card reader
security system or other similar security access system. Prior to the Lease
Commencement Date, Landlord shall provide Tenant with access cards for
previously identified staff, at no cost to Tenant.
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15.

16.

SIGNAGE/ADVERTISING. Except as otherwise provided in this Lease, Tenant

further agrees that no sign, advertisement or notice will be inscribed, painted or affixed
on any part of the outside or inside of the Demised Premises or Building, except on the
directories and entrances of offices, and then only in such location, size, color and style
and such method of installation as the Landlord approves.

SERVICES.

A

The Landlord, at its own expense, will furnish reasonably adequate electric
current, water, lavatory supplies, and automatically operated elevator service
during normal business hours, heat and air conditioning during all seasons of the
year, between the hours of 8:00 A.M. and 10:00 P.M. daily ("Normal Business
Hours"), excluding federal legal public holidays ("Holidays™) and weekends,
when the Demised Premises is in use. The HVAC system shall be capable of
maintaining an indoor temperature of no more than 76 degrees Fahrenheit and of
no less than 70 degrees Fahrenheit, except during time periods where occupant
density is in excess of design standards.

Landlord will not be liable for failure to furnish, or for suspension or delays in
furnishing, any of such services caused by breakdown, maintenance or repair
work or strike, riot, civil commotion, or any cause or reason whatever beyond the
control of the Landlord. In the event of any such interruption, Landlord shall use
reasonable diligence to restore such services. Notwithstanding the foregoing, in
the event that the interruption or cessation of service(s) required to be provided by
the Landlord hereunder:

Q) is not caused by Tenant, its agents, employees, contractors or invitees;
(i) renders the Demised Premises untenable for Tenant's business use therein;
and

(iii)  exists for more than three (3) consecutive days after any such interruption
and Landlord is unable to provide acceptable alternative space to Tenant,
then, commencing on the fourth (4th) day after such interruption, Monthly
Base Rent hereunder shall be abated for each day after the third (3rd) day
of such interruption until such services are restored. The foregoing
abatement of Monthly Base Rent shall be Tenant's sole and exclusive
remedy resulting from such interruption or cessation.

Landlord shall be responsible for effecting compliance by the common areas of

the Building and the Property with the requirements of applicable law, including

the applicable requirements of the ADA. As of the Lease Commencement Date,
all base Building systems serving the Demised Premises shall be in working
order.

Except for repairs and maintenance necessitated by acts or omissions of Tenant,

or by any employee, agent, contractor, assignee, subtenant, invitee or customer of

Tenant, Landlord shall be responsible for maintenance and repair of the structural

elements and common areas of the Building as well as the base-Building systems.

The Landlord will have the right to prescribe the weight and method of

installation and position of safes or other heavy fixtures or equipment and Tenant

will not install in the Demised Premises any fixtures, equipment or machinery that
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17.

18.

19.

will place a load upon any floor exceeding the floor load which such floor was
designed to carry.

The floor load for the Building is 110 Ibs per square foot. Damage done to the
Building by taking in or removing a safe or any other article of Tenant’s office
equipment, or due to its being in the Demised Premises will be repaired at the
expense of the Tenant. Tenant agrees promptly to remove from the public area
adjacent to the Building any of Tenant’s merchandise there delivered or
deposited.

DAMAGE ARISING FROM MOVING. All damage to the Demised Premises or the

Building, caused solely or in part by the Tenant when the Tenant is moving its property
in or out of the Building will be repaired by the Tenant, at the expense of the Tenant, to
the extent that the Tenant caused the damage.

DAMAGE BY FIRE OR CASUALTY.

A

If the Premises or any part thereof shall be damaged by fire or any other cause,
Tenant shall give prompt notice thereof to Landlord. If, in the judgment of
Landlord's architect, restoration of the Premises is possible within a period of six
(6) months from the date of the damage, and provided such damage was not
caused by Tenant, its agents, servants or invitees, Landlord shall restore the
Premises to its condition prior to such damage, provided adequate insurance
proceeds are available. In addition, Tenant shall repair and restore, at Tenant's
sole expense, equipment and property owned by Tenant and located in the
Premises. If the Premises are unusable, in whole or in part, during such
restoration, monthly Base Rent and Additional Rent hereunder shall be abated to
the extent and for the period that the Premises are unusable; provided, however,
that if such damage or destruction shall result from the fault of Tenant, its agents,
servants or invitees, Tenant shall not be entitled to any abatement of monthly
Base Rent or Additional Rent.

If restoration is not possibl