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 Performance Management Plan (PMP) 


Evaluation Instrument- 


Global Renaissance Academy of Distinguished Education (Grand Canyon College Preparatory Charter School) 


 


Scoring Criteria and Comments 


 
 


    


Each Performance Management Plan will be evaluated based on the inclusion of the required elements within each section.  The 


evaluator w ill make the following determination: 


       


           FULL DESCRIPTION   – The plan sufficiently addresses all of the required elements. 


PARTIAL DESCRIPTION   – The plan partially addresses the required elements.  


VERY LIMITED DESCRIPTION – The plan does not address each of the required elements.   


 


 


 


I. PLAN NARRATIVE 


Required Elements A response that meets the requirement will include: 


 


F


D 


P


D 


V


L


D 


Comments 


 


 


A detailed description of 


all efforts conducted by 


the school in the past five 


years that demonstrates 


a concerted effort and 


capacity to improve pupil 


achievement. 


 


o the school's efforts for the previous five years to provide 


and implement a [mathematics or reading] curriculum that 


improves student achievement.  (Ex:  Curriculum alignment, 


curriculum maps, pacing guides, instructional material 


adoptions, committee work, data review teams) 


 x 


 


 


 


 


 The description provided does not include a 


continuous [or sequential] effort to provide a 


curriculum that improves pupil achievement. 


 


 


o the school’s efforts for the previous five years to develop 


and implement a plan for monitoring the integration of the 


Arizona Academic Standards into [mathematics or reading] 


instruction.  (Ex:  Lesson plan review, formal teacher 


evaluations, informal classroom observations, checklists, 


data review teams) 


  x No description was provided. 


o the school’s efforts for the previous five years to develop 


and implement a plan for monitoring and documenting 


student proficiency in [mathematics or reading].  (Ex:  


Formative and summative assessments, 


common/benchmark assessments, articulated assessment 


plan, data review teams) 


 x  The description provided for the past five years lacks 


detail as to how the action taken has resulted in a 


plan for monitoring and documenting student 


proficiency. 
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o the school’s efforts for the previous five years to develop 


and implement a professional development plan that 


supports effective implementation of a [mathematics or 


reading] curriculum.  (Ex:  Articulated plan, literacy or math 


coach support, external consultant training, data review 


teams) 


  x No description was provided. 


A detailed description of 


the process used for 


conducting an analysis of 


relevant pupil 


achievement data. 


o the school’s efforts for the previous five years to analyze 


relevant pupil achievement data.  (Ex:  data walls, data 


training, data review teams) 


 x  The description provided for the past five years lacks 


detail as to whether relevant data was analyzed.    


o a detailed description of the types of data collected and the 


process used in conducting the analysis of the relevant 


data.   


 x  The description provided for the past five years lacks 


detail as to how relevant data was analyzed. 


 


o justification of how data selected for the analysis is relevant 


to improving pupil achievement.   


 x  The description provided does not address how the 


selected data is relevant to improving pupil 


achievement. 


The findings from the 


data analysis. 


 


o the school’s detailed interpretation of the findings from the 


data analysis of the school’s relevant data for the previous 


five years, including patterns and trends, as well as 


strengths and weaknesses. 


  x The description provided for the past five years lacks 


detail regarding identified patterns and trends.   


 


The description provided for the past five years lacks 


detail regarding identified strengths and weaknesses.   


o a representation of the findings using charts and graphs that 


are understandable to the reviewer and clearly depict the 


results. 


  x Charts and graphs were not included. 


A detailed description of 


how the plan that is 


presented is directly 


linked to the findings 


from the data analysis. 


o a description of the logic used to develop the PMP that 


demonstrates the connection between the findings from 


the analysis of the relevant data and the plan. (Ex:  What we 


learned - What we are going to do w ith what we learned) 


x    


II. PLAN TEMPLATE 
   Strategy I:  Provide and implement a curriculum that improves student achievement.  


 


Required Elements A response that meets the requirement will include: Comments 


Action Steps o action steps for each strategy are based on the findings 


from the analysis of relevant data.   


x    


o action steps for each strategy are sequential, timely, and 


contribute to the school’s ability to meet the identified end 


target(s).   


 x  As in this strategy, the majority of the action steps  


provided throughout the plan have a start date but no 


additional information regarding a timeline for  


execution. 


o action steps for each strategy, to the extent appropriate, 


complement and support the other strategies. 


x    
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o action steps for each strategy include artifacts that provide 


evidence of the implementation of each action step. 


x    


Allocated Resources o adequate resources, i.e. time, money, personnel, etc. to 


implement the action steps that support the strategies. 


x    


   Strategy II:  Develop and implement a plan for monitoring the integration of the Arizona Academic Standards into instruction. 


 


Required Elements A response that meets the requirement will include: Comments 


Action Steps o action steps for each strategy are based on the findings 


from the analysis of relevant data.   


x    


o action steps for each strategy are sequential, timely, and 


contribute to the school’s ability to meet the identified end 


target(s).   


 x  As in this strategy, the majority of the action steps  


provided throughout the plan have a start date but no 


additional information regarding a timeline for  


execution. 


o action steps for each strategy, to the extent appropriate, 


complement and support the other strategies. 


x    


o action steps for each strategy include artifacts that provide 


evidence of the implementation of each action step. 


x    


Allocated Resources o adequate resources, i.e. time, money, personnel, etc. to 


implement the action steps that support the strategies. 


x    


   Strategy III:  Develop and implement a plan for monitoring and documenting student proficiency. 


 


Required Elements A response that meets the requirement will include: Comments 


Action Steps o action steps for each strategy are based on the findings 


from the analysis of relevant data.   


x    


o action steps for each strategy are sequential, timely, and 


contribute to the school’s ability to meet the identified end 


target(s).   


 x  As in this strategy, the majority of the action steps  


provided throughout the plan have a start date but no 


additional information regarding a timeline for  


execution. 


o action steps for each strategy, to the extent appropriate, 


complement and support the other strategies. 


x    


o action steps for each strategy include artifacts that provide 


evidence of the implementation of each action step. 


x    


Allocated Resources o adequate resources, i.e. time, money, personnel, etc. to 


implement the action steps that support the strategies. 


x    


   Strategy IV:  Develop and implement a professional development plan that supports effective implementation of the curriculum. 


 


Required Elements A response that meets the requirement will include: Comments 


Action Steps o action steps for each strategy are based on the findings 


from the analysis of relevant data.   


x    
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o action steps for each strategy are sequential, timely, and 


contribute to the school’s ability to meet the identified end 


target(s).   


 x  As in this strategy, the majority of the action steps  


provided throughout the plan have a start date but no 


additional information regarding a timeline for  


execution.  


o action steps for each strategy, to the extent appropriate, 


complement and support the other strategies. 


x    


o action steps for each strategy include artifacts that provide 


evidence of the implementation of each action step. 


x     


Allocated Resources o adequate resources, i.e. time, money, personnel, etc. to 


implement the action steps that support the strategies. 


x    
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Detailed Business Plan Section Checklist 
 


 


Charter Holder:  Global Renaissance Academy of Distinguished Education (Entity ID 4324) 


 


Each Detailed Business Plan will be reviewed to determine if all of the required elements have been addressed:  


       


           Yes – Required element addressed. 


No – Required element not addressed.  


Not Applicable – Required element not applicable to the charter holder. 


 


Arizona State Board for Charter Schools (Board) staff w ill complete the Detailed Business Plan Section Checklist. The Checklist w ill be used by 


the Board in its consideration of the charter holder’s request for charter renewal. “ No”  answers may adversely affect the Board’s decision 


regarding a charter holder’s request for charter renewal. 


 


II b.1. CHARTER HOLDER’S ORGANIZATIONAL MEMBERSHIP 


Required Elements Yes No N/A COMMENTS 


o Evidence of the appropriate filings with either the Board, Arizona 


Corporation Commission or both submitted. 


 


  X  


II b.2. CHARTER HOLDER’S FINANCIAL SUSTAINABILITY 


PART A – RENEWAL BUDGET PLAN 


Required Elements Yes No N/A COMMENTS 


o Completed Renewal Budget Plan submitted. 


 


X    


o 4 years of financial information provided as required by the 


Renewal Instructions w ith fiscal years clearly identified. 


 


X    


o Renewal Budget Plan includes average daily membership (ADM) 


used in each fiscal year and the basis for projected ADM. 


 


X    


o Assumptions provided for key components of the Renewal Budget 


Plan, including the basis for all projected revenue line items used. 


 


X    
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o Increases or decreases of 10% or more in the “ total expenses”  


line item from year to year in the Renewal Budget Plan are 


explained in the “ Assumptions/Notes”  section. 


 


X    


o Each “ Other”  line item used is explained in the 


“ Assumptions/Notes”  section to specify what is included. 


 


X    


o For those required to submit the Academic Performance Section of 


the renewal application, the charter holder’s previous two audits 


and the Renewal Budget Plan demonstrate the charter holder has 


the financial capacity to implement the “ budget”  as detailed in the 


Academic Performance Section. 


 


  X  


o Renewal Budget Plan is mathematically correct. 


 


X   Taking into account rounding issues, the 


Renewal Budget Plan is mathematically 


correct. 


II b.2. CHARTER HOLDER’S FINANCIAL SUSTAINABILITY 


PART B – FINANCIAL SUSTAINABILITY NARRATIVE 


Required Elements Yes No N/A COMMENTS 


o For those required to complete the renewal application’s “ Charter 


Holder’s Financial Sustainability”  section because at least one of 


the two previous audits identified a going concern or identified 


negative net assets or negative members’/stockholders’ equity at 


year end, a narrative is provided. 


 


X    


o Narrative does not exceed one page in length. 


 


X    


o Narrative explains the charter holder’s current financial situation. 


 


X    


o Narrative includes the specific steps the charter holder has already 


taken to improve its financial situation and ensure the continued 


financial sustainability of the charter school(s). 


 


X    
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o Evidence provided that supports each of the steps already taken by 


the charter holder to improve its financial situation and ensure the 


continued financial sustainability of the charter school(s). 


 


X    


 


TOTAL (Sections II b.1, II b.2 Part A, and II b.2 Part B) 


 


 


12 


 


0 


 


2 


 


 


 


Check one (required): 


 


 MEETS THE REQUIREMENTS          (All applicable “ Required Elements”  received a “ Yes” .) 


    


 DOES NOT MEET THE REQUIREMENTS         (One or more applicable “ Required Elements”  received a “ No” .) 


 
 


 


Board Staff Review Date:  June 28, 2011 


 








Grand Canyon College Preparatory  


Performance Management Plan 


Mathematics 


 


 


Grand Canyon College Preparatory Academy is a charter school serving grades 6
th


-12 in 


Tempe, Arizona. Academic and organizational considerations taken into account in 


relation to the Performance Management Plan include: 


 


1.  Grand Canyon Preparatory Academy has been in operation since 1997. 


 


2.  Grand Canyon Preparatory Academy has almost doubled its enrollment from 51 to 92 


over the past two years.  


 


3.  Grand Canyon Preparatory Academy has been accredited by the North Central 


Association since 1999.  


 


4.  Grand Canyon Preparatory Academy has met AYP for each year the rating has been in 


place. 


 


5.  Grand Canyon Preparatory Academy has received a rating of Performing or 


Performing Plus each year the rating has been in place. 


 


6.  Grand Canyon Preparatory Academy has a curriculum based on preparing students for 


college admissions. This includes Advanced Placement and Dual Credit programs. 


 


7.  Grand Canyon Preparatory Academy has had 100% of high school seniors graduate 


over the past 7 years. 


 


8.  Grand Canyon Preparatory Academy has 50% of juniors and seniors enrolled in 


college courses.  


 


9. Grand Canyon Preparatory Academy school achievement data for reading and math for 


2011 surpassed the state average in reading and math (Data provided by Arizona State 


Charter Board). 


 


10.  Grand Canyon Preparatory Academy has a significantly higher percent 


(approximately 20%) of special needs students. 


 


11. The new school grading system utilized for the current year is being withheld because 


the Department of Education believes the data for small schools may not be valid and 


reliable indicators. The new system will go into place for the next school year for small 


schools. 


 


 


 







Based on an evaluation of reliable and valid data including AIMS scores, AYP, and 


individual student performance levels, data does not support a trend in lower math scores. 


The one grade level drop in math scores appears to be an anomaly rather than a trend. 


 


Regardless of the consistent positive indicators of academic success for the students at 


Grand Canyon College Preparatory Academy, administration and staff have taken note of 


the one year drop in scores for middle school math and have evaluated the program for 


effectiveness. Since there has been no trend established for decreasing math scores and a 


high level of students passing AIMS at the high school level, it is believed that 


curriculum is not the root of the one year lower math scores. Also realizing the lower 


scores are contributed by only a few numbers of students; the focus for improvement will 


be placed on staff development and individual student intervention.  


 


At Grand Canyon Preparatory Academy we are dedicated to our student’s success and 


will continue to look for ways to enhance the learning experience and levels of success 


for each student.  
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RENEWAL	PERFORMANCE	MANAGEMENT	PLAN	TEMPLATE	
	


Grand	Canyon	College	Preparatory	Academy	
	
INDICATOR:1	 		X	Math	 ___Reading											 DURATION	OF	THE	PLAN2:		Begins	December	1,	2011		to		June		30	,	2013	
	
At	the	end	of	the	school	year	(6/30/2013)	program	effectiveness	will	be	reviewed	and	action	steps	modified/adjusted/added	and	
extended	for	the	2013/2014	year.	
	


MEASURE*	 METRIC* CURRENT	
STATUS*	


End	Target	For	This	Plan*3


State	standardized	
assessment	


Percent	(%)	of	students	who	score	
proficient	on	the	State	standardized	
assessment		


and	
Student	growth	percentile	(SGP)		
	


(Board	staff	
will	enter	info	
here)	


Meet	or	demonstrate	sufficient	progress	toward	the	
level	of	adequate	academic	performance	as	set	and	
modified	periodically	by	the	Board.	
	


	
STRATEGY	I:	Provide	and	implement	a	curriculum	that	improves	student	achievement.	
		
	


Action	Steps	4	 Timeline Responsible	Party Evidence	of	Meeting	Action	Steps Budget
1.	Create	a	detailed	curriculum	map	
(pacing	guide)	for	6th‐8th	grade	levels	in	
the	subject	of	math.	


7/2012 Administration
Staff	


The	curriculum	map	will	be	available	
on	the	schools	web‐site.		


2.	Intervention:	Provide	
enrichment/intervention	classes	after	
lunch	for	students	not	meeting	math	
academic	progress	as	evident	in	student	
assessments	and	grades.		


Start	1/2012 Administration
Staff	
Students	
Parents	


Documented	student	attendance	and	
increased	performance	on	
assessments	and	grades	in	math.	


3.	Intervention:	Provide	after‐school	and	
possible	Saturday	
enrichment/intervention	classes	for	
students	not	meeting	math	academic	
progress	as	evident	in	student	
assessments	and	grades.		
	
	


Start	1/2012 Administration
Staff	
Students	
Parents	
	


Documented	student	attendance	and	
increased	performance	on	
assessments	and	grades	in	math.	
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4.	Intervention:	Provide	summer	school	
enrichment/intervention	classes	for	
students	not	meeting	math	academic	
progress	as	evident	in	student	
assessments	and	grades.		
	


Summer	
2012	


Administration
Staff	
Students	
Parents	
	


Documented	student	attendance	and	
increased	performance	on	
assessments	and	grades	in	math.	


$2500


5.		Study	and	research	effectiveness	of	
teaching	math	on	a	daily	versus	a	block	
schedule.		


6/2012 Administration
Staff	


Documented	findings.


	
STRATEGY	II:	Develop	and	implement	a	plan	for	monitoring	the	integration	of	the	Arizona	Academic	Standards	into	instruction.	


Action	Steps	4	 Timeline Responsible	Party Evidence	of	Meeting	Action	Steps Budget
1.	Lesson	plans	for	6‐8th	grade	math	
teachers	will	be	monitored	for	integration	
of	standards	into	instruction	and	
alignment	to	established	pacing	guide.		


Start	1/2012 Administration
Staff	


Notation	of	dates	reviewed	and	lesson	
plans	will	be	kept	on	file	for	math	
subjects.		
	
Evidence	will	be	in	the	lesson	plan.	


2.	Develop	individual	math	academic	plans	
for	students	not	meeting	benchmark	
assessment	expectations	or	students	
falling	below	a	“C”	grade	in	math	during	
each	course.		
	


Start	1/2012 Administration
Staff	
Academic	Advisors	
Special	Education	
Staff	
Parents	
Students	


Academic	plans	for	students	will	be	
kept	on	file	for	monitoring.		
	
Evidence	of	success	will	be	evident	in	
increased	student	performance	on	
math	assessments	and	grades.	


3.		
	


	


4.	
	


	


	
STRATEGY	III:		Develop	and	implement	a	plan	for	monitoring	and	documenting	student	proficiency.	


Action	Steps	4	 Timeline Responsible	Party Evidence of	Meeting	Action	Steps Budget
1.	Create	and	implement	bench	mark	tests	
(quarterly)	in	math	for	grades	6‐8.	Data	
will	provide	for	student	monitoring	and	
lesson	design.	
	


Start	1/2012 Administration
Staff	


Assessments	and	scores	will	be	on	
record.	


$500


2.	Administrative	and	teacher	review	of
student	math	grades	every	nine	weeks	for	


Start	1/2012 Administration
Staff	


Documentation	of	review	dates	and	
interventions	will	be	on	record.	
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purposes	of	monitoring	success	and	
providing	for	intervention.	
3.		
	


	


4.	
	


	


	
STRATEGY	IV:		Develop	and	implement	a	professional	development	plan	that	supports	effective	implementation	of	the	
curriculum.	


Action	Steps	4	 Timeline Responsible	Party Evidence	of	Meeting	Action	Steps Budget
1.	Provide	staff	development	on	how	to	
break	down	standards	for	effective	
planning.		
	


Start	1/2012 Administration
Staff	
Outside	consultants	
and	training	
specialists.	


Recording	of	attendees,	staff	
development	activity,	development	
dates,	and	times.	
	
Ultimate	effectiveness	will	be	evident	
in	increased	student	outcome	as	
indicated	in	student	assessments.	


$7200	and	
two	
percent	
increases	
for	the	
next	three	
years.	


2.	Provide	staff	development	on	
instructional	design	for	the	diverse	
classroom	and	differentiated	instruction.	


Start	1/2012 Administration
Staff	
Outside	consultants	
and	training	
specialists	


Recording	of	attendees,	staff	
development	activity,	development	
dates,	and	times.	
	
Ultimate	effectiveness	will	be	evident	
in	increased	student	outcome	as	
indicated	in	student	assessments.	


See	above	
(that	
budget	
number	
includes	
this	area)	


	3.		Provide	staff	development	on	
integrating	test	taking	strategies	into	
classroom	assessment.	
	


Start	1/2012 Administration
Staff	
Outside	consultants	
and	training	
specialists	


Recording	of	attendees,	staff	
development	activity,	development	
dates,	and	times.	
	
Ultimate	effectiveness	will	be	evident	
in	increased	student	outcome	as	
indicated	in	student	assessments.	


See	above	
(that	
budget	
number	
includes	
this	area)	


4.	Provide	staff	development	on	data‐
driven‐decision	making	as	a	tool	to	drive	
instructional	design.		
	


Start	1/2012 Administration
Staff	
Outside	consultants	
and	training	
specialists	


Recording	of	attendees,	staff	
development	activity,	development	
dates,	and	times.	
	
Ultimate	effectiveness	will	be	evident	
in	increased	student	outcome	as	
indicated	in	student	assessments.	


See	above	
(that	
budget	
number	
includes	
this	area	
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Using	the	information	entered	in	the	“Budget”	columns	above,	please	provide	a	budget	total	that	incorporates	all	strategies	and	action	
steps	for	each	year	of	the	performance	management	plan’s	implementation.	For	“Year	1”,	please	specify	the	fiscal	year	(e.g.,	2011).	The	
charter	holder	may	add	years,	as	necessary.	
	


Year	1:		Budget	Total	_____10,200________	 				Fiscal	Year	_____2012_________	
Year	2:		Budget	Total	_____10,254_____	
Year	3:		Budget	Total	_____10,399	


	
Notes:	
*	Provided	by	ASBCS	staff	
1	Academic	area	to	be	addressed	for	improvement	
2	Duration	of	the	plan	must	align	with	the	timeline	presented	in	the	Action	Steps	
3	Refer	to	Terms	to	Know	in	the	Renewal	Application	Instructions			
4	Repeat	these	action	steps	as	necessary	to	include	the	appropriate	number	of	steps	to	accomplish	the	strategy	








Global Renaissance Academy of Distinguished Education, Inc. 
dba Grand Canyon Preparatory Academy 


Detailed Business Plan 
Financial Sustainability - Part B 


 
 


Current Financial Situation – 
 
Global Renaissance Academy (Grand Canyon Prep) is currently in the process of a Chapter 11 
Reorganization.  The petition was filed on April 30, 2010, and the Disclosure Statement and Plan of 
Reorganization were filed on December 28, 2010.  A hearing has been scheduled by the U.S. Trustee’s 
Office on May 18, 2011, and it is expected by the school’s attorney that the Court will approve the Plan 
within 30 days of the hearing date.  Payments under the Plan would then begin in July of 2011 and would 
be paid over a six-year period (see Exhibit 1 - copy of Chapter 11 Bankruptcy Disclosure Statement and 
Reorganization Plan). 
 
Steps Already Taken by the School – 
 
As has been communicated to the Charter Board, and as discussed in the Chapter 11 Disclosure 
Statement, the primary contributing factors to the school’s current financial situation are as follows: 
 


 Very high building lease costs in previous facility 


 Poor location/visibility of previous facility 


 Economic downturn beginning in 2007  
 
In response to these factors, the school has already taken significant steps to improve our financial 
condition: 
 


 Moved to a new facility beginning in 2010/11 - this facility offers much better visibility, which has 
already translated into increased parent/student interest (69 ADM in 2010/11, versus 51 ADM in 
2009/10), as well as traffic at open houses for the 2011/12 school year.  Enrollment projections 
for 2011/12 and 2012/13 per Part A of the Financial Sustainability section are conservative, but 
the school is hopeful that these enrollment projections can be exceeded, based on the current 
level of interest.  The school has also retained the services of a part-time marketing consultant to 
assist with increasing school enrollment.  (As evidence, see Exhibit 2 – copy of new building 
lease; Exhibit 3 – list of all enrollment inquiries for 2011/12, totaling approximately 60 thus far; 
and Exhibit 4 – copy of agreement with marketing consultant). 


 Decreased overall lease costs – as noted in Note 13 on Part A of the Financial Sustainability 
section, the lease costs will be significantly lower in 2010/11 and going forward, as compared to 
costs at the prior facility (approximate one-third decrease in lease costs). (As evidence, see 
Exhibit 5 – copy of excerpt from 2008/09 audit report detailing rent expense for the year). 


 Reduced payroll-related expenses – beginning in 2010/11, the school has contracted with a 
leasing firm to lease its teachers and is thus no longer responsible for retirement contributions. In 
addition, the school has significantly reduced the number of other contract teachers/consultants, 
and plans to further reduce payroll costs by 1 FTE teacher in 2011/12.  (As evidence, see Exhibit 
6 - copy of employee leasing contract with DHR; and Exhibit 7 – copy of 2011/12 Master 
Schedule). 


 Entered into provisional contract with a business services provider – the school is in the process 
of contracting with EdVantage Partners for Business Services, beginning in 2011/12.  This 
contract must first be approved by the Bankruptcy Court but is expected to be approved.  Under 
this contract, the school will be able to better manage its cash flow and to increase compliance 
with the Charter contract. (As evidence, see Exhibit 8 - copy of proposed 2011/12 contract with 
EdVantage Partners).  
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Clint W. Smith (010461)    
CLINT W. SMITH, P.C. 
1423 S. Higley Rd., #120 
Mesa, AZ 85206 
(480) 807-9300 
(480) 275-5626 
cws@cwspclaw.com 


Attorney for Debtor 
 
 
 


UNITED STATES BANKRUPTCY COURT 


 


DISTRICT OF ARIZONA 


 


 


 


 


In re: 


 


GLOBAL RENAISSANCE ACADEMY 


OF DISTINGUISHED EDUCATION, INC. 


dba GRAND CANYON PREPARATORY 


ACADEMY, 


 


  Debtor. 


 


  Case No. 10-bk-13140-SSC 


 


   Chapter 11 Proceeding 


   


   DEBTOR’S DISCLOSURE STATEMENT 


   DATED DECEMBER 23, 2010 


 


   


  
 


  


 


1.1 INTRODUCTION AND REPRESENTATIONS. 


GLOBAL RENAISSANCE ACADEMY OF DISTINGUISHED EDUCATION, INC., dba 


GRAND CANYON PREPARATORY ACADEMY, Debtor and Debtor-In-Possession, has 


prepared and is disseminating this Disclosure Statement (the “Disclosure Statement”) in 


accordance with Section 1125 of the Bankruptcy Code to holders of Claims against Debtor for the 


purpose of soliciting acceptances of Debtor’s Plan of Reorganization (the “Plan”). 


Debtor believes this Disclosure Statement contains adequate information for the creditors 


to arrive at an informed decision in exercising their right to vote for acceptance of the Plan. A 
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copy of the Plan accompanies this Disclosure Statement, is attached hereto and incorporated 


herein. 


THE DISCLOSURE STATEMENT IS NOT THE PLAN. THIS DISCLOSURE 


STATEMENT, TOGETHER WITH THE PLAN ATTACHED HERETO, SHOULD BE READ 


IN ITS ENTIRETY. FOR THE CONVENIENCE OF CREDITORS AND PARTIES-IN-


INTEREST, THE TERMS OF THE PLAN ARE SUMMARIZED IN THIS DISCLOSURE 


STATEMENT, BUT ALL SUMMARIES ARE QUALIFIED IN THEIR ENTIRETY BY THE 


PLAN ITSELF, WHICH IS CONTROLLING IN THE EVENT OF ANY INCONSISTENCIES. 


The United States Bankruptcy Court for the District of Arizona will set a hearing on 


confirmation of the Plan in the United States Bankruptcy Federal Courthouse located at: 230 N. 


First Avenue, Phoenix, Arizona 85003. 


 


1.2 VOTING ON PLAN. 


 


Creditors may vote on the Plan by completing and delivering the ballot form to the Court 


and to counsel listed below at least five business days prior to the hearing date. EXECUTED 


BALLOTS MUST BE RECEIVED NO LATER THAN 5:00 P.M., MOUNTAIN STANDARD 


TIME, ON THE DUE DATE. SINCE MAIL DELAYS MAY OCCUR, IT IS IMPORTANT 


THAT BALLOTS BE MAILED OR DELIVERED WELL IN ADVANCE OF THE SPECIFIED 


DATE. ANY BALLOTS RECEIVED AFTER THE DUE DATE MAY NOT BE INCLUDED IN 


ANY CALCULATION TO DETERMINE WHETHER DEBTOR’S CREDITORS HAVE 


VOTED TO ACCEPT OR REJECT THE PLAN. 


Ballots should be mailed as follows: 


 


Clerk of Court 


U.S. Bankruptcy Court 
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230 N First Avenue, Ste 101 


Phoenix, AZ 85003 


 


With a copy mailed to: 


 


Clint W. Smith    
CLINT W. SMITH, P.C. 
1423 S. Higley Rd., #120 
Mesa, AZ 85206 
(480) 807-9300 
 


 


The votes of creditors are important. For a Class of Claims to accept the Plan, acceptances 


must be filed by at least two-thirds in amount and more than one-half in number of the Allowed 


Claims of such Class that actually vote on the Plan. 


If the requisite acceptances of each Class of Claims are obtained and the Plan is confirmed, 


the Plan will be binding with respect to all holders of Claims of each Class, including members 


who did not vote or who voted to reject the Plan. 


Acceptance of the Plan is sought only from holders of Claims which Claims are impaired 


by the Plan; that is, acceptance is solicited only from those creditors and parties-in-interest whose 


legal, equitable, or contractual rights are altered by the Plan, or who will not receive under the 


Plan, the amount of their allowed claims. Holders of Claims which are not impaired under the Plan 


are deemed to have accepted the Plan. 11 U.S.C. §1126. 


If the Plan is rejected by one or more impaired Classes of Claims held by Debtor’s 


creditors, the Plan or a modification thereof may still be confirmed by the Court at the request of 


Debtor if the Court determines, among other things, that the Plan does not discriminate unfairly 


and is “fair and equitable” with respect to such rejecting Class or Classes of Claims impaired by 


the Plan. Debtor has requested such a determination if the Plan or a modification thereof is not 


accepted by one or more of the impaired Classes of Claims. 


The Plan must be affirmatively accepted by at least one of the impaired Classes of Claims. 
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DEBTOR RECOMMENDS THAT ALL CREDITORS VOTE TO ACCEPT THE PLAN. 


 


1.3 REPRESENTATIONS. 


NO REPRESENTATIONS CONCERNING THE DEBTOR OR THE PLAN ARE 


AUTHORIZED OTHER THAN AS SET FORTH HEREIN. ANY REPRESENTATIONS OR 


INDUCEMENTS TO SECURE YOUR ACCEPTANCE OF THE PLAN OTHER THAN AS 


CONTAINED HEREIN SHOULD NOT BE RELIED UPON BY YOU. 


THE INFORMATION CONTAINED HEREIN HAS NOT BEEN REVIEWED BY AN 


ACCOUNTANT. DEBTOR IS UNABLE TO WARRANT OR REPRESENT THAT THE 


INFORMATION CONTAINED HEREIN IS WITHOUT ANY INACCURACY, ALTHOUGH 


ALL SUCH INFORMATION IS ACCURATE TO DEBTOR’S BEST KNOWLEDGE, 


INFORMATION AND BELIEF. 


THE COURT HAS NOT VERIFIED THE ACCURACY OF THE INFORMATION 


CONTAINED HEREIN, AND THE COURT’S APPROVAL OF THIS DISCLOSURE 


STATEMENT DOES NOT IMPLY THAT THE COURT ENDORSES OR APPROVES THE 


PLAN, BUT ONLY THAT IF THE INFORMATION IS ACCURATE, IT IS SUFFICIENT TO 


PROVIDE AN ADEQUATE BASIS FOR CREDITORS TO MAKE INFORMED DECISIONS 


WHETHER TO APPROVE OR REJECT THE PLAN. 


DEBTOR IS THE SOURCE OF INFORMATION FOR THIS DISCLOSURE 


STATEMENT. 
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1.4 DEFINITIONS. 


Most words or phrases used in this Disclosure Statement shall have their usual and 


customary meanings. Some words or phrases with initial capital letters shall have the definitions 


set forth in the Plan. Unless otherwise defined, the terms used in this Disclosure Statement shall 


have the same meaning as in the Bankruptcy Code or Bankruptcy Rules. 


 


1.5 OVERVIEW OF THE PLAN. 


Debtor proposes under this Plan of Reorganization to pay all creditors according to the 


Plan. 


 


2.1 HISTORY AND DESCRIPTION OF BUSINESS. 


Debtor is a state sponsored, NCA accredited, charter school, in its fourteenth year of 


operation. Debtor was founded in 1996 by its current President/CEO, David Alyn Gordon.  Since 


its inception, Debtor’s focus has been on students who need a smaller and more individualized 


academic environment, an environment where scholarship and service are emphasized.  


From 1996 though 1999, Debtor experienced several setbacks as it struggled to become an 


established charter school in the Phoenix/Metro area.  Due to construction cost overruns, which 


caused a delay in the school’s opening, which in turn resulted in higher than expected enrollment 


cancellations, Debtor filed for Chapter 11 protection in 1999.  Following its Chapter 11 filing in 


1999, Debtor enjoyed a slow, but steady return to productivity and sustainability, which pattern 


continued until the recession of 2007. 
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Beginning in 2007, with the general economic challenges faced by our society, Debtor 


began to see a decrease in its enrollment, especially in its middle school programs.  These 


decreases in enrollment were due generally to the strain of higher gas prices and uncertainty 


placed on the families of Debtor’s students. 


As a result of decreased enrollment, during the 2009/2010 school year Debtor began 


having difficulties meeting its obligations.  Debtor was unable to overcome the loss caused by the 


decrease in enrollment and continued to have difficulty meeting its current obligations until April 


30, 2010, when this Chapter 11 case was filed.  It is the opinion of Debtor’s management that the 


loss caused by the recession, which began in 2007, is the principal cause of Debtor’s present 


financial difficulties.  


 


3.1   FINANCIAL INFORMATION. 


 Debtor is a 501(c)(3) corporation and a State-sponsored public charter school.  Ninety-five 


percent (95%) of Debtor’s income is generated from state aid (equalization, Proposition 301, and 


Indian Gambling Revenue). The remaining Five percent (5%) income is from supply fees, grants, 


and tax credit donations.  


 


The principal tangible assets of Debtor are as follows: 


Misc. furniture and equipment -     $23,327.41 


 


The principal liabilities of Debtor are as follows: 


Pre-petition Wages and Salaries -     $21,921.42 


Taxes due the IRS -                $136,201.87 


Taxes due to AZ Dept. of Rev. -       $4,271.81 


Taxes due to AZ DES -         $3571.04 
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Taxes due to AZ State Retirement -     $12,071.61 


General Unsecured Nonpriority Claims -          $1,309,244.44 


On Going Monthly Wages and Salaries (approximate) - $30,000.00  


Monthly Rent for School Property -       $7,377.00 


 


4.1 CLASSIFICATION OF CLAIMS AND INTERESTS. 


 


A copy of the Debtor’s Plan of Reorganization dated December 27, 2010, is attached 


hereto and incorporated herein. Under the Debtor’s Plan of Reorganization, all allowed claims and 


allowed interests are placed in the following Classes. 


A. Priority Claims: Class 1 


1. Administrative Claims: 1-A 


This Class consists of Allowed Priority Claims under 11 U.S.C. §507(a)(2) 


(Administrative Claims) related to the Debtor. Unless they agree to an alternative form of 


treatment, the Allowed Claims of Class 1-A shall be paid in full, in cash, by the earlier of the 


Effective Date or the date that such are allowed and ordered paid by the Court. Any Class 1-A 


Claim not allowed as of the Effective Date shall be paid as soon thereafter as they are allowed by 


the Court according to the terms of this Class. The Allowed Administrative Claim of counsel for 


the Debtor that has not been paid as of the Effective Date, shall be paid in monthly payments of 


principal and interest, with interest at 8% until paid in full. 


2. Tenant Claims: 1-B 


There are no Tenant Claims. 


3. Tax Claims: 1-C 


This Class consists of Allowed Priority Claims under 11 U.S.C. § 507(a)(8)-tax claims.  


Under Section 1129(a)(9)(C), Claims for taxes entitled to priority must be paid in full in regular 







 


-8- 


1 


2 


3 


4 


5 


6 


7 


8 


9 


10 


11 


12 


13 


14 


15 


16 


17 


18 


19 


20 


21 


22 


23 


24 


25 


 


installment payments in cash over a period not later than 5 years after the date of the order for 


relief in order to confirm a Plan.  The following priority claims are allowed: 


The Internal Revenue Service (IRS) has filed Proof of Claim No. 16 in the Allowed 


Unsecured Priority Amount of $136,201.87 for WT-FICA taxes.  Their remaining claim of 


$176,331.96 shall be treated as an Allowed General Unsecured Claim. 


  The Arizona Department of Revenue has filed an Amended Proof of Claim No. 2 in the 


Unsecured Allowed Priority Amount of $3,147.95 for withholding taxes.  The remaining claim of 


$3,167.52 shall be treated as an Allowed General Unsecured Claim.   


 The Arizona Department of Revenue has filed a Second Amended Proof of Claim No. 8 in 


the Unsecured Allowed Priority Amount of $1,123.86 for withholding taxes.   


 The DES Unemployment Tax of Arizona has filed a Proof of Claim No. 17 in the 


Unsecured Allowed Priority Amount of $3,571.04 for unemployment taxes. 


 The Arizona State Retirement System has filed a Proof of Claim No. 14 in the Unsecured 


Allowed Priority Amount of $12,071.61 for member and employer contributions to the Arizona 


State Retirement System. 


4. Wage Claims: 1-D 


 The Plan classifies Claims for wages entitled to priority under §507(a)(4) as Class 1D 


Claims.  Such Claims include Claims for wages, salaries, and commissions, including severance, 


sick pay and vacation leave, to the extent the Claims were incurred within the 180-day period 


immediately prior to the bankruptcy filing.  The amount of each such Claim entitled to priority is 


limited to $10,950.00 per Claimant.  Claims for wages outside the 180 day period or in excess of 


the dollar amount limitations are classified as non-priority Claims, in Class 3A. 
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B. Secured Claims: Class 2 


There are no Class 2 Secured Claims. 


C. Unsecured Claims: Class 3 


1. General Unsecured Claims: Class 3-A 


Class 3-A consists of the Allowed Unsecured Claims of Creditors. Class 3-A Creditors 


shall be paid a pro-rata share from the Debtor’s Excess Cash Flow, on a quarterly basis, in an 


amount sufficient to fund the value of the Debtor’s Liquidation Equity (as calculated in the 


Debtor’s Disclosure Statement), after all senior Allowed Claims have been paid in accordance 


with the terms of the Plan. Any Allowed Unsecured Claims that are determined to be non-


dischargeable will continue to receive a pro-rata distribution of the Excess Cash Flow until 


satisfied in full. 


D. Debtors’ Interest: Class 4 


Pursuant to §1129(a)(15) and (b)(2)(B)(ii) of the Bankruptcy Code, the Debtor shall retain 


their interest in all estate property in consideration of their funding of Allowed Claims and shall 


receive all exempt property. 


 


4.2 TREATMENT OF EXECUTORY CONTRACTS AND UNEXPIRED LEASES. 


 


The Debtor assumes the education contract with the Arizona State Board of Education 


relating to debtor’s operation of a charter school, and rejects all executory contracts and unexpired 


leases not otherwise assumed herein or by separate order of the Court. 


 


 


5.1  PENDING CLAIMS AND LITIGATION. 


 There are no currently pending claims or litigation. 
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6.1 PRESENT AND PROJECTED EARNINGS. 


As the 2010-2011 school year begins, Debtor projects that it will earn approximately 


$621,834 on an enrollment of 73 students.  Final figures for the current school year will be 


finalized by June, 2011. Over the next five years Debtor projects its enrollment and earnings to be 


as follows: 


 


School Year   Enrollment Figure       Projected Earnings  


 2011-2012    77    $650,220 


 2012-2013    81    $672,388 


 2013-2014    84    $695,664 


 2014-2015    87    $724,553 


 2015-2016    91    $753,209 


 2016-2017    95    $784,204 


 


7.1 CONFIRMATION POSSIBLE WHERE CLASS DOES NOT ACCEPT. 


 


The Court will be asked to confirm as to any Class of claims that does not accept the Plan. 


To do so, the Court must find that each holder of a claim receives or retains under the Plan, on 


account of such Claim, property of a value, as of the Effective date of the Plan, that is not less than 


the amount that would be received or retained if the Debtors’ property were liquidated under 


Chapter 7 of Title 11 of the Bankruptcy Code. 


 


7.2 BEST INTEREST TEST. 


The Debtor believes that the “Best Interest Test” imposed by 11 U.S.C. §1129(a)(7) is 


satisfied by the Plan. That is, each holder of a claim will receive at least as much as such holder 


would receive in a Chapter 7 liquidation. 
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8.1 TAX CONSEQUENCES. 


 


IN NO EVENT WILL THE DEBTOR OR ANY AFFILIATES OR PROFESSIONAL 


ADVISORS ENGAGED BY DEBTOR BE LIABLE IF, FOR ANY REASON, THE TAX 


CONSEQUENCES OF THE PLAN ARE OTHER THAN AS ANTICIPATED. CREDITORS 


MUST LOOK SOLELY TO AND RELY UPON THEIR OWN ADVISORS AS TO THE TAX 


CONSEQUENCES OF THIS PLAN. 


 


9.1 LIQUIDATION ANALYSIS. 


 Unless all impaired creditors or interest holders accept, in order to confirm the Plan of 


Reorganization the Bankruptcy Court must independently determine that the Plan is in the best 


interest of all creditors or interest holders which do not accept the Plan. The “best interest” test 


requires that the Plan provide to each member of each class of unsecured claims recovery that has 


a present value at least equal to the present value of the Distribution which each such claimant 


would receive if the Debtors were instead liquidated under Chapter 7 of the Bankruptcy Code. 


In other words, the issue is whether the creditors will receive as much under the Plan as 


they would from a Trustee’s liquidation pursuant to Chapter 7. 


In performing this analysis, the Bankruptcy Court must first determine the dollar amount 


that would be generated from a Chapter 7 liquidation of Debtor’s assets, add this amount to cash 


held by the Debtor and to be recovered on actions against third parties, then deduct the costs of 


liquidation.   
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Should Debtor file under Chapter 7 of the Bankruptcy Code as of the date of this 


Disclosure Statement, it is estimated that the following assets would be realized by the trustee in 


the following amounts: 


 


 Real Estate -              none 


 Accounts Receivable -           none 


 Inventory/Equipment -  $23,327.41 


 Other Assets -              none 


 


    Total: $23,327.41 


 


 The expenses of administration of a Chapter 7 case of this type are estimated to be 


$10,000.00, which would leave a balance of $13,327.41 available for the payment of claims.  The 


estimated total value of priority claims that would be allowed in a Chapter 7 case is $165,966.14.  


This would leave $0.00 available for the payment of nonpriority unsecured claims, and 


$152,638.73 of priority claims left unpaid.  


 


10.1 MANAGEMENT. 


 The members of Debtor’s Governing Board and their respective annual salaries are as 


follows: 


Board Member   Annual Salary 


David Gordon      $25,000.00 


Dr. Gwyneth Gordon              $0.00 


Maggie Palmer              $0.00 


Stephen Harmon      $41,000.00  
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Since Debtor is 501(c)(3) corporation, none of the board members have ownership shares 


in Debtor.   


 


11.1 STATUS OF CASE. 


 This Chapter 11 case was filed by Debtor because, in the opinion of Debtor’s management, 


it was the only feasible method of dealing with Debtor’s debt load and remaining in operation.  In 


the opinion of Debtor’s management, most of Debtor’s creditors will receive considerably more in 


this Chapter 11 case than they would have received had Debtor filed under Chapter 7 of the 


Bankruptcy Code. 


 This Chapter 11 case was filed by Debtor on April 30, 2010.  Since that time, under the 


protection of the bankruptcy court, Debtor has shown a steady improvement in both enrollment 


and sustainability.  


 


12.1 REQUIREMENTS OF US TRUSTEE. 


All quarterly fees owing to the United States Trustee and/or other administrative expenses 


will be paid in a timely manner as of the effective date of the Plan.  All quarterly fees to the United 


States Trustee, post-confirmation, pursuant to 28 U.S.C. § 1930, as amended, will be paid in a 


timely manner.  Post-confirmation financial reports on a quarterly basis, with a copy to the Office 


of the United States Trustee, will be filed in a timely manner. 


 


13.1 SUMMARY OF PROPOSED PLAN OF REORGANIZATION. 


 The Plan of Reorganization proposed by Debtor will pay all secured claims, priority tax 


claims, and priority wage claims in full.  The plan will pay dividends totaling five percent (5%) of 


all other allowed unsecured claims over a six-year period.  The funds for implementing and 
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carrying out the Plan will come from the operation of Debtor’s business.  It is estimated that it will 


take approximately six (6) years for Debtor to consummate the proposed Plan.  Confirmation of 


the Plan by the Court will serve to release all current and former Governing Board Members from 


personal liability for any claim dealt with in the Plan.   


 The Debtor recommends that the Plan of Reorganization be approved. Under the Plan, 


creditors of the estate will be paid the amount of their allowed claims as stated in the Plan.  Debtor 


believes that the Plan is in the best interest of all creditors and parties-in-interest. 


Dated and respectively submitted this 27
th


 day of December, 2010. 


APPROVED: 


CLINT W. SMITH, P.C.,     


an Arizona professional corporation  


 


By      


       Clint W. Smith, President 


       Attorney for Debtor in Possession 


       


 


GLOBAL RENAISSANCE ACADEMY OF  


DISTINGUISHED EDUCATION, INC., 


an Arizona non-profit corporation 


 


By      


       David Gordon, President/CEO 
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Clint W. Smith (010461)    
CLINT W. SMITH, P.C. 
1423 S. Higley Rd., #120 
Mesa, AZ 85206 
(480) 807-9300 
(480) 275-5626 
cws@cwspclaw.com 


Attorney for Debtor 
 


UNITED STATES BANKRUPTCY COURT 


 


DISTRICT OF ARIZONA 


 


 


In re: 


 


GLOBAL RENAISSANCE ACADEMY 


OF DISTINGUISHED EDUCATION, INC. 


dba GRAND CANYON PREPARATORY 


ACADEMY, 


 


  Debtor. 


 


  Case No. 10-bk-13140-SSC 


 


   Chapter 11 Proceeding 


   


 


  DEBTORS’ FIRST PLAN OF  


  REORGANIZATION  


  
 


Global Renaissance Academy of Distinguished Education, Inc., dba Grand Canyon 


Preparatory Academy (the “Debtor”), debtor-in-possession in the above captioned bankruptcy 


estate, submits to the Court and creditors of the Debtor’s estate the following Plan of 


Reorganization (the “Plan), pursuant to § 1121(a) of the Bankruptcy Code. 


I. DEFINITIONS. 


For purposes of this Plan, except as expressly provided or unless the context otherwise 


requires, all capitalized terms not otherwise defined have the meanings ascribed to them in Section 


I of the Plan.  Any term used in the Plan that is not defined in the Plan, but is defined in the 


Bankruptcy Code or the Bankruptcy Rules, retains the meaning ascribed to such term in the 


Bankruptcy Code or the Bankruptcy Rules.  Whenever the context requires, such term includes the 


plural as well as the singular, the masculine gender includes the feminine gender, and the feminine 
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gender includes the masculine gender. As used in this Plan, the following terms have the meanings 


specified below: 


Administrative Claim: A Claim for payment of an administrative expense of a kind 


specified in 11 U.S.C. §§ 503(b) or 1114(e)(2) and entitled to priority pursuant to Code 


§507(a)(1), including, but not limited to, (a) the actual, necessary costs and expenses, incurred 


after the Petition Date, of preserving the bankruptcy estate and operating the Debtor’s business, (b) 


all Allowed Claims of professionals appointed by the Bankruptcy Court, (c) all fees and charges 


assessed against the bankruptcy estate under 28 U.S.C.§ 1930, and (d) All Allowed Claims that are 


entitled to be treated as Administrative Claims pursuant to a Final Order of the Bankruptcy Court 


under Code § 546(c)(2). 


Allowed Claim: Allowed Claim shall mean a Claim: 


(a) with respect to which a proof of claim has been filed with the Court within the 


applicable period of limitation fixed by Rule 3003 of the Rules of Bankruptcy Procedure and to 


which no objection to the allowance of the Claim has been filed by the Debtor or any other party 


or as to which any such objection has been determined by an order or judgment of the Court which 


is no longer subject to appeal and to which no appeal is pending, or, 


(b) Scheduled in the list of creditors prepared and filed with the Court pursuant to Rule 


1007(b), Rules of Bankruptcy Procedure, and not listed as disputed, contingent or unliquidated as 


to the amount. 


An Allowed Claim shall not include un-matured or post-petition interest, penalties, fees, or 


costs, unless specifically stated in the Plan. Notwithstanding § 502(a) of the Code and Rules 3001 


and 3003, for the purposes of the Plan, a Claim shall not be an Allowed Claim unless it satisfies 


the definition of Allowed Claim under this Plan. 
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Allowed Interest: An Allowed Interest shall mean an Interest in the Debtor held by a 


person or entity, as of the Effective Date, and as to which Interest no objection has been made 


within the time allowed for the making of objections, or as to which such Interest is allowed by a 


final order, or an Interest as to which a timely and proper proof of interest has been filed, and as to 


which proof of interest no objection has been made within the time allowed for making objections. 


Allowed Priority Claim: The Allowed Claim of a Claimant that is entitled to priority in 


payment under 11 U.S.C. § 507(a)(2) through (a)(8). 


Allowed Secured Claim: An Allowed Claim to the extent that such Allowed Claim is 


secured by a lien which unavoidable, on property in which the estate has an interest, to the extent 


of the value of such Creditor’s interest in the estate’s interest in such property as determined in 


light of the purpose of the valuation and of the proposed disposition and use of such property and 


determined as of the Petition Date. 


Allowed Unsecured Claim: An Allowed Claim to the extent that such Allowed Claim is 


not secured by a lien on property in which the estate has an interest. 


Ballot:  Each of the ballot forms distributed with the Disclosure Statement to holders of 


Impaired Claims entitled to vote as specified in this Plan in connection with the solicitation of 


acceptances of this Plan. 


Bankruptcy Code: 11 U.S.C. § 101 et seq. 


Bankruptcy Court:  The United States Bankruptcy Court for the District of Arizona or any 


other bankruptcy court which may have jurisdiction over this case or any proceeding arising 


under, in, or relating to this case. 
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Bankruptcy Rule: The Federal Rules of Bankruptcy Procedure as amended and the Local 


Rules of the Bankruptcy Court, as applicable to the Chapter 11 Case or proceedings therein, as the 


case may be. 


Bar Date:   The date, if any, designated by the Bankruptcy Court as the last date for filing 


Proofs of Claim or Interest against the Debtor. 


Chapter 11:  Chapter 11 of the United States Bankruptcy Code, 11 U.S.C. § 1101, et seq. 


Claim:  (a) a right to payment, whether or not such right is reduced to judgment, liquidated, 


un-liquidated, fixed, contingent, matured, un-matured, disputed, undisputed, legal, equitable, 


secured or unsecured, which right arose or accrued prior to the date of Confirmation, or; (b) a right 


to an equitable remedy for breach of performance if such breach gives rise to a right to payment, 


whether or not such right to an equitable remedy is reduced to judgment, fixed, contingent, 


matured, un-matured, disputed, undisputed, secured, or unsecured, where such right arose or 


accrued prior to Confirmation, or; (c) a claim arising under 11 U.S.C. §502(g). 


Claimant or Creditor:  Any person or entity that asserts a Claim. 


Class:  A category of holders of Claims or Interests as described in this Plan. 


Confirmation:  The signing by the Court of the Confirmation Order. 


Confirmation Date:  The date upon which the Confirmation Order is entered upon the 


docket. 


Confirmation Hearing:  The hearing held by the Bankruptcy Court regarding confirmation 


of the Plan, as it may be continued from time to time. 


Confirmation Order:  The Order signed by the Bankruptcy Court pursuant to 11 U.S.C. § 


1129 confirming the Plan. 
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Contingent Claim: Any Claim for which a proof of claim has been filed with the 


Bankruptcy Court: (a) which was not filed in a sum certain, or which has not accrued and is 


dependent on a future event that has not occurred and may never occur, and (b) which has not 


been allowed on or before the Confirmation Date. 


Court:  The United States Bankruptcy Court for the District of Arizona, which has 


jurisdiction in this case. 


Debtor:  Global Renaissance Academy of Distinguished Education, Inc., dba Grand 


Canyon Preparatory Academy.  


Disbursing Agent:  The Reorganized Debtor shall be the Disbursing Agent and shall make 


distributions to holders of Allowed Claims under the Plan. 


Disclosure Statement:  The Debtor’s disclosure statement and any amendments and 


supplements thereto as approved by an order of the Bankruptcy Court. 


Disputed Claim:  A Claim which the Debtor listed as un-liquidated, disputed or contingent 


in its Schedules or to which an objection has been filed which has not been resolved by a final 


order of the Bankruptcy Court. 


Effective Date:   Thirty (30) days after the Confirmation Date. If thirty (30) days after the 


Confirmation Date falls on a weekend or a holiday, the Effective Date will be the first business 


day thereafter. 


Excess Cash Flow:  Cash flow of the Debtor’s post-petition income after deduction from 


its post-petition income as set forth in its Schedule I, all expenses as set forth in its Schedule J, 


including all payments to administrative, priority, and secured creditors. 


Final Order:  An order or judgment which has not been stayed. 
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Impaired:  When used with reference to a Claim or Interest, a Claim or Interest that is 


impaired within the meaning of Code § 1124. 


Insider:  A person or entity within the definition contained at § 101(31) of the Bankruptcy 


Code. 


Interest:  Any equity interest in the Debtor as of the Effective Date. 


Interest Holder:  Any person or persons owning an Interest in the Debtor as of the 


Effective Date. 


IRS:  Internal Revenue Service. 


New Obligations:  Those debts of the Debtor which existed pre-confirmation, but which 


are modified by the confirmed Plan resulting in the creation of a new note. The obligations for 


which the Reorganized Debtor has liability under the terms of the confirmed Plan. Said new 


obligations shall be not considered in default unless and until the Reorganized Debtor defaults on 


said obligations after the Effective Date. 


Oversecured:  The term describing the Allowed Claim of a secured Creditor when the 


value of the collateral securing said Allowed Claim exceeds the amount of the debt serving as the 


basis for said Allowed Claim. 


Person:  Any individual, corporation, partnership, joint venture, association, joint stock 


company, trust, unincorporated association or organization, governmental agency, or associated 


political subdivision. 


Petition:  The original Petition under Chapter 11. 


Petition Date:  The date on which the Petition was filed. 


Plan:  This Plan of Reorganization and any amendments or supplements thereto. 


Plan Rate:  The rate of interest referred to in the Plan which is the prime rate. 
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Proof of Claim: The proof of claim that must be filed by a holder of an Impaired Claim by 


the Bar Date. 


Pro Rata:  The ratio of an Allowed Claim or Allowed Interest in a particular Class to the 


aggregate amount of all Allowed Claims or Allowed Interests in that Class. 


Reorganized Debtor:  The Debtor after the Effective Date. 


Tax Claim Rate:  The rate of interest, to be determined by the Bankruptcy Court at the 


Confirmation Hearing, that, when applied to the amount of an Allowed Priority Claim to be paid 


in installments will result in such installments being of an aggregate value, as of the Effective 


Date, equal to the Allowed amount of such Claim, consistent with the requirements of 11 U.S.C. § 


1129(a)(9). At the Confirmation Hearing, the Debtor will request the Court to determine that the 


Tax Claim Rate is five percent (5%) per annum. 


Undersecured:  The term describing the Allowed Claim of a secured Creditor when the 


value of the collateral securing said Allowed Claim is less than the debt which serves as the basis 


of said Allowed Claims. 


II. CLASSIFICATION OF CLAIMS AND INTERESTS. 


A. Priority Claims: Class 1 


Class 1-A consists of Allowed Priority Claims under 11 U.S.C. § 507(a)(2) 


(Administrative Claims). 


Class 1-B consists of Allowed Priority Claims under 11 U.S.C § 507(a)(7) (Tenant 


Claims). 


Class 1-C consists of Allowed Priority Claims under 11 U.S.C. § 507(a)(8) (Tax Claims).  


Class 1-D consists of Allowed Priority Claims under 11 U.S.C. § 507(a)(4) (Wage 


Claims).   
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B. Secured Claims: Class 2 


There are no Class 2 secured claims. 


C. General Unsecured Claims: Class 3 


Class 3-A consists of the Allowed Unsecured Claims of Creditors of the Debtor.    


D. Debtors’ Interest: Class 4 


Class 4-A consists of the Allowed Interest of the Debtor. 


III. IMPAIRMENT OF CLASSES. 


Classes 1-A, 1-B and 1-C are unimpaired under the Plan. All other classes are impaired, as 


that term is defined in 11 U.S.C. § 1124. 


IV. TREATMENT OF CLASSES. 


A. Priority Claims: Class 1 


1. Administrative Claims: 1-A 


This Class consists of Allowed Priority Claims under 11 U.S.C. §507(a)(2) 


(Administrative Claims) related to the Debtor. Unless they agree to an alternative form of 


treatment, the Allowed Claims of Class 1-A shall be paid in full, in cash, by the earlier of the 


Effective Date or the date that such are allowed and ordered paid by the Court. Any Class 1-A 


Claim not allowed as of the Effective Date shall be paid as soon thereafter as they are allowed by 


the Court according to the terms of this Class. The Allowed Administrative Claim of counsel for 


the Debtor that has not been paid as of the Effective Date, shall be paid in monthly payments of 


principal and interest, with interest at 8% until paid in full. 


2. Tenant Claims: 1-B 


There are no Tenant Claims. 


3. Tax Claims: 1-C 
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This Class consists of Allowed Priority Claims under 11 U.S.C. § 507(a)(8)-tax claims.  


Under Section 1129(a)(9)(C), Claims for taxes entitled to priority must be paid in full in regular 


installment payments in cash over a period not later than 5 years after the date of the order for 


relief in order to confirm a Plan.  The following priority claims are allowed: 


The Internal Revenue Service (IRS) has filed Proof of Claim No. 16 in the Allowed 


Unsecured Priority Amount of $136,201.87 for WT-FICA taxes.  Their remaining claim of 


$176,331.96 shall be treated as an Allowed General Unsecured Claim. 


  The Arizona Department of Revenue has filed an Amended Proof of Claim No. 2 in the 


Unsecured Allowed Priority Amount of $3,147.95 for withholding taxes.  The remaining claim of 


$3,167.52 shall be treated as an Allowed General Unsecured Claim.   


 The Arizona Department of Revenue has filed a Second Amended Proof of Claim No. 8 in 


the Unsecured Allowed Priority Amount of $1,123.86 for withholding taxes.   


 The DES Unemployment Tax of Arizona has filed a Proof of Claim No. 17 in the 


Unsecured Allowed Priority Amount of $3,571.04 for unemployment taxes. 


 The Arizona State Retirement System has filed a Proof of Claim No. 14 in the Unsecured 


Allowed Priority Amount of $12,071.61 for member and employer contributions to the Arizona 


State Retirement System. 


4. Wage Claims: 1-D 


 The Plan classifies Claims for wages entitled to priority under §507(a)(4) as Class 1D 


Claims.  Such Claims include Claims for wages, salaries, and commissions, including severance, 


sick pay and vacation leave, to the extent the Claims were incurred within the 180-day period 


immediately prior to the bankruptcy filing.  The amount of each such Claim entitled to priority is 
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limited to $10,950.00 per Claimant.  Claims for wages outside the 180 day period or in excess of 


the dollar amount limitations are classified as non-priority Claims, in Class 3A. 


B. Secured Claims: Class 2 


There are no Class 2 Secured Claims. 


C. Unsecured Claims: Class 3 


a. General Unsecured Claims: Class 3-A 


Class 3-A consists of the Allowed Unsecured Claims of Creditors. Class 3-A Creditors 


shall be paid a pro-rata share from the Debtor’s Excess Cash Flow, on a quarterly basis, in an 


amount sufficient to fund the value of the Debtor’s Liquidation Equity (as calculated in the 


Debtor’s Disclosure Statement), after all senior Allowed Claims have been paid in accordance 


with the terms of the Plan. Any Allowed Unsecured Claims that are determined to be non-


dischargeable will continue to receive a pro-rata distribution of the Excess Cash Flow until 


satisfied in full. 


D. Debtors’ Interest: Class 4 


a. Debtors’ Interest: Class 4-A 


Pursuant to §1129(a)(15) and (b)(2)(B)(ii) of the Bankruptcy Code, the Debtor shall retain 


their interest in all estate property in consideration of their funding of Allowed Claims and shall 


receive all exempt property. 


V. MEANS FOR EXECUTING THE PLAN. 


A. Funding 


Pursuant to § 1123(a)(8) of the Bankruptcy Code, the Debtor shall provide for the payment 


to creditors under the Plan of all or such portion of earnings from personal services performed by 


the Debtor after the commencement of the case or other future income of the Debtor as is 
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necessary for the execution of the Plan. The Debtor will contribute its Excess Cash Flow in an 


amount sufficient to fund the value of their Liquidation Equity. 


B. Liquidation of Estate Property 


The Debtor shall have the authority to retain such brokers, agents, counsel, or representatives, as 


they deem necessary to liquidate all assets of the bankruptcy estate. Any sales of Debtor’s assets 


which occur post-confirmation shall not require approval of the Bankruptcy Court for the sale, 


although the Debtor will be free to see such order if it deems appropriate. 


C. Management 


The Reorganized Debtor will continue to operate under the same management structure 


utilized prior to Confirmation. 


D. Disbursing Agent 


The Reorganized Debtor shall act as the Disbursing Agent under the Plan. 


E. Documentation of Plan Implementation 


In the event any entity which possesses an Allowed Secured Claim or any other lien in any 


of the Debtor’s property for which the Plan requires the execution of any documents to incorporate 


the terms of the Plan, fails to provide a release of its lien or execute the necessary documents to 


satisfy the requirements of the Plan, the Debtor may record a copy of this Plan or the Confirmation 


Order with the appropriate governmental agency and such recordation shall constitute the lien 


release and creation of any necessary new liens to satisfy the terms of the Plan. If the Debtor 


deems advisable, they may obtain a further Order from the Court that may be recorded in order to 


implement the terms of the Plan. 


VI. EFFECT OF CONFIRMATION. 
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Nothing in the Plan shall be deemed to waive, limit or restrict in any way the discharge 


granted upon Confirmation of the Plan in § 1141 of the Code.  Except as otherwise provided in the 


Plan or in the Order confirming the Plan, such Confirmation Order acts as of the Effective Date as 


a discharge, of any and all debts of the Debtor that arose at any time before the entry of the 


Confirmation Order, including, but not limited to, all principal and any and all interest accrued 


thereon, pursuant to § 1141(d)(1) of the Code.  The discharge of the Debtor shall be effective as to 


each Claim, regardless of whether a proof of claim thereof was filed, whether the claim is an 


Allowed Claim or whether the holder thereof votes to accept the Plan.  In addition, any pre-


confirmation obligations of the Debtor dealt with in this Plan shall be considered New Obligations 


of the Debtor, and these New Obligations shall not be considered in default unless and until the 


Reorganized Debtor defaults on the New Obligation pursuant to the terms of the Plan. The New 


Obligations provided for in the Plan shall be in the place of, and completely substitute for, any 


pre-Confirmation obligations of the Debtor and, once the Plan is confirmed, the only obligations 


of the Debtor shall be such New Obligations as provided for under the Plan. 


VII. OBJECTIONS TO AND ESTIMATIONS OF CLAIMS. 


A. Objections and Bar Date for Filing Objections. 


As soon as practicable, but in no event later than 120 days after the Effective Date, 


objections to Claims shall be filed with the Bankruptcy Court and served upon the Debtor and the 


holders of each of the Claims to which objections are made pursuant to the Bankruptcy Code and 


the Bankruptcy Rules. Objections filed after such date will be barred. 


B. Settlement of Claims. 


Settlement of any objection to a Claim not exceeding $10,000.00 shall be permitted on the 


eleventh (11th) day after notice of the settlement has been provided to the Debtor, the Creditors, 
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the settling party, and other persons specifically requesting such notice, and if on such date there is 


no written objection filed, such settlement shall be deemed approved. In the event of a written 


objection to the settlement, the settlement must be approved by the Court on notice to the 


objecting party. 


C. Estimation of Claims. 


For purposes of making distributing provided for under the Plan, all Claims objected to 


shall be estimated by the Disbursing Agent at an amount equal to (i) the amount, if any, 


determined by the Court pursuant to § 502(c) of the Bankruptcy Code as an estimate for 


distribution purposes; (ii) an amount agreed to between the Debtor and the Claimant; or, (iii) that 


amount set forth as an estimate in the Plan or Disclosure Statement. Notwithstanding anything 


herein to the contrary, no distributions shall be made on account of any Claim until such Claim is 


an Allowed Claim. 


D. Unclaimed Funds and Interests. 


Distribution to Claimants shall be mailed by the Reorganized Debtor to the Claimants at 


the address appearing on the master mailing matrix unless the Claimant provides the Reorganized 


Debtor with an alternative address. For a period of one year from the date that a distribution was to 


be made by disbursing agent but has gone uncollected by the Claimant, the disbursing agent shall 


retain any distributions otherwise distributable hereunder which remain unclaimed or as to which 


the disbursing agent has not received documents required pursuant to the Plan. Thereafter, the 


unclaimed funds shall revest in the Reorganized Debtor. 


VIII. NONALLOWANCE OF PENALTIES AND FINES. 


No distribution shall be made under this Plan on account of, and no other Allowed Claim, 


whether secured, unsecured, administrative, or priority, shall include any fine, penalty, exemplary 
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or punitive damages, late charges, default interest or other monetary charges relating to or arising 


from any default or breach by the Debtor, and any claim on account thereof shall be deemed 


disallowed, whether or not an objection was filed to it. 


IX. CLOSING OF CASE. 


Until this case is officially closed, the Reorganized Debtor will be responsible for filing pre 


and post-confirmation reports required by the United States Trustee and paying the quarterly post-


confirmation fees of the Unites States Trustee, in cash, pursuant to 20 U.S.C. §1930, as amended. 


Pursuant to 11 U.S.C. § 1129(a)(12), all fees payable under section 1930 of title 28, as determined 


by the Court at the hearing on confirmation of the Plan, will be paid, in cash, on the Effective 


Date. 


X. MODIFICATION OF THE PLAN. 


In addition to their modification rights under § 1127 of the Bankruptcy Code, the Debtor 


may amend or modify this Plan at any time prior to Confirmation without leave of the Court. The 


Debtor may propose amendments and/or modifications of this Plan at any time subsequent to 


Confirmation with leave of the Court and upon notice to Creditors. After Confirmation of the Plan, 


the Debtor may, with approval of the Court, as long as it does not materially or adversely affect 


the interest of Creditors, remedy any defect or omission or reconcile any inconsistencies of the 


Plan, or in the Confirmation Order, if any may be necessary to carry out the purposes and intent of 


this Plan. 


XI. JURISDICTION OF THE COURT. 


The Court will retain jurisdiction until this Plan has been fully consummated for 


including, but not limited to, the following purposes: 
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1. The classification of the Claims of any Creditors and the re-examination of any Claims 


which have been allowed for the purposes of voting, and for the determination of such objections 


as may be filed to the Creditor’s Claims. The failure by the Debtor to object to or examine any 


Claim for the purpose of voting shall not be deemed to be a waiver of the Debtor’s rights to object 


to or to re-examine the Claim in while or in part. 


2. To determine any Claims which are disputed by the Debtor, whether such objections are 


filed before or after Confirmation, to estimate any Unliquidated or Contingent Claims pursuant to 


11 U.S.C. §502(c)(1) upon request of the Debtor or any holder of a Contingent or Unliquidated 


Claim, and to make determination on any objection to such Claim. 


3. To determine all questions and disputes regarding title to the assets of the estate, and 


determination of all causes of action, controversies, disputes or conflicts, whether or not subject to 


action pending as of the date of Confirmation, between the Debtor and any other party, including 


but not limited to, any rights of the Debtor to recover assets pursuant to the provisions of the 


Bankruptcy Code. 


4. The correction of any defect, the curing of any omission or any reconciliation of any 


inconsistencies in this Plan, or the Confirmation Order, as may be necessary to carry out the 


purposes and intent of this Plan. 


5. The modification of this Plan after Confirmation, pursuant to the Bankruptcy Rules and 


Bankruptcy Code. 


6. To enforce and interpret the terms and conditions of this Plan. 


7. The entry of an order, including injunctions, necessary to enforce the title, rights, and 


powers of the Debtor, and to impose such limitations, restrictions, terms and conditions of such 


title, right and power that this Court may deem necessary. 
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8. The entry of an order concluding and terminating this case. 


XII. RETENTION AND ENFORCEMENT OF CLAIMS. 


Pursuant to § 1123(b)(3) of the Bankruptcy Code, the Reorganized Debtor shall retain and 


may enforce any and all claims of the Debtor, except those claims specifically waived herein. 


XIII. EXECUTORY CONTRACTS. 


The Debtor assumes the education contract with the Arizona State Board of Education 


relating to debtor’s operation of a charter school, and rejects all executory contracts and unexpired 


leases not otherwise assumed herein or by separate order of the Court.  Claims for any executory 


contracts or unexpired leases rejected by the Debtor shall be filed no later than 10 days after the 


earlier of Confirmation or the date the executory contract or unexpired lease is specifically 


rejected. Any such Claims not timely filed and served shall be disallowed. 


XIV. REVESTING. 


Except as provided for in the Plan or in the Confirmation Order, on the Effective Date the 


Reorganized Debtor shall be vested with all the property of the estate free and clear of all claims, 


liens, charges, and other interest of Creditors, arising prior to the Effective Date. Upon the 


Effective Date, the Reorganized Debtors shall operate their business free of any restrictions. 


RESPECTFULLY SUBMITTED this 27th day of December, 2010.   


  CLINT W. SMITH, P.C. 


 


     /s/     


        Clint W. Smith 


        Attorney for Debtor 


 


A copy of the foregoing mailed  


this 27th day of December, 2010, to: 


 


U.S. Trustees Office 


230 N. First Ave., Suite 204 


Phoenix, Arizona  85003 
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 /s/  Stacey Tarwater   


 


 





		Exhibit 1a Disclosure Statement.pdf

		Exhibit 1b Reorganization Plan
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1 AIR COMMERCIAL REAL ESTATE ASSOCIATION 
AIR 
CO. 	  
MCA, VA. 
/1••OCI•IM101.1


STANDARD INDUSTRIAL/COMMERCIAL SINGLE-TENANT LEASE -- NET 
(DO NOT USE THIS FORM FOR MULTI-TENANT BUILDINGS) 


1.	 Basic Provisions ("Basic Provisions" ) 


1.1	 Parties: This Lease ("Lease"), dated for reference purposes only June 3, 2010 


is made by and .etween EASLE 	NLAND TUJUNGA, L .L L.L.C. 
("Lessor") 


and GLOBAL RENAISSANCE AC' F.EMY OF DISTINGUISHED EDUCATION, AN ARIZONA NONPROFIT  


ORPORATION, DBA GRA‘t CANYON PREP 	 ("Lessee"), (collectively the "Parties," or individually a "Party"). 


: That certain real property, including all improvements therein or to be provided by Lessor under the terms of this Lease, 


and commonly known as 5301 South McClintock Drive  


located in the County of Maricopa 	 , State of Arizona 


and generally described as (describe briefly the nature of the property and, if applicable, the "Project", if the property is located within a Project) 


an approximately 9,250 square foot freestanding commercial building on approximately .59  


acres of C-T zoned land  
("Premises"). (See also Paragraph 2) 


1.3	 Term: Three (3)	 years and months ("Original Term") commencing July 1, 2010 


("Commencement Date") and ending August 31, 2013 	  ("Expiration Date"). (See also Paragraph 3) 


1.4	 Early Possession: Upon full execution of lease ("Early Possession Date" ). (See also Paragraphs 3.2 and 3.3) 


1.5	 Base Rent: $6,000 . 00 plus tax per month ("Base Rent"), payable on the first (1st) 	 day of each 


month commencing July 1, 2010  
. (See also Paragraph 4) 


El If this box is checked, there are provisions in this Lease for the Base Rent to be adjusted. See Paragraph 51 
1.6	 Base Rent and Other Monies Paid Upon Execution: 


(a) Base Rent: $6, 180.00 	 for the period July 1, 2010 - July 31, 2010 (amount 
includes tax)  


(b) Security Deposit: $9, 813.32 	 ("Security Deposit"). (See also Paragraph 5) 
(c) Association Fees: $N/A 	 for the period N/A  


(d) Other: $N/A	 for N/A 


(e) Total Due Upon Execution of this Lease: $15, 993.32 
17	 Agreed Use: Charter school


. (See also Paragraph 6) 


	


1.8	 Insuring Party: Lessor is the "Insuring Party" unless otherwise stated herein. (See also Paragraph 8) 


	


1.9	 Real Estate Brokers: (See also Paragraph 15) 
(a) Representation: The following real estate brokers (the "Brokers") and brokerage relationships exist in this transaction (check 


applicable boxes):


q represents Lessor exclusively ( "Lessor's Broker"); 
q represents Lessee exclusively ( "Lessee's Broker"); or 
E l DAUM COMMERCIAL REAL ESTATE SERVICES 	 	  represents both Lessor and Lessee ( "Dual Agency"). 


(b) Payment to Brokers: Upon execution and delivery of this Lease by both Parties, Lessor shall pay to the Broker the fee agreed to 


in their separate written agreemen 
rendered by the Brokers. 


	


1.10	 Guarantor. The obligations of the Lessee under this Lease are to be guaranteed by


("Guarantor"). (See also Paragraph 37) 
1.11	 Attachments. Attached hereto are the following, all of which constitute a part of this Lease 


er---%-of-the-totat-Base-Rent* for the brokerage services 


2 an Addendum consisting of Paragraphs 51 


q a plot plan depicting the Premises; 
q a current set of the Rules and Regulations; 
q a Work Letter; 
q other (specify):


through 62 


2.	 Premises. 


2.1 Letting. Lessor hereby leases to Lessee, and Lessee hereby leases from Lessor, the Premises, for the term, at the rental, and 
upon all of the terms, covenants and conditions set forth in this Lease. Unless otherwise provided herein, any statement of size set forth in this Lease, 
or that may have been used in calculating Rent, is an approximation which the Parties agree is reasonable and any payments based thereon are not 
subject to revision whether or not the actual size is more or less. Note: Lessee is advised to verify the actual size prior to executing this Lease. 
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.2.2 Condition. Lessor shall deliver the Premises to Lessee broom clean and free of debris on the Commencement Date or the Early 


Possession Date, whichever first occurs ( "Start Date"), and, so long as the required service contracts described in Paragraph 7.1(b) below are 


obtained by Lessee and in effect within thirty days following the Start Date, warrants that the existing electrical, plumbing, fire sprinkler, lighting, heating, 


ventilating and air conditioning systems ("HVAC"), loading doors, sump pumps, if any, and all other such elements in the Premises, other than those 
constructed by Lessee, shall be in good operating condition on said date, that the structural elements of the roof, bearing walls and foundation of any 


buildings on the Premises (the "Building") shall be free of material defects, and that the Primses do not contain hazardous levels of any mold or fungi 
defined as toxic under applicable state or federal law. If a non-compliance with said warranty exists as of the Start Date, or if one of such systems or 
elements should malfunction or fail within the appropriate warranty period, Lessor shall, as Lessor's sole obligation with respect to such matter, except 
as otherwise provided in this Lease, promptly after receipt of written notice from Lessee setting forth with specificity the nature and extent of such 


non-compliance, malfunction or failure, rectify same at Lessor's expense.


(5EE ADDENDUM.) If Lessee does not give Lessor 
the required notice within the appropriate warranty period, correction of any such non-compliance, malfunction or failure shall be the obligation of 


Lessee at Lessee's sole cost and expense. 


2.3 Compliance. Lessor warrants that to the best of its knowledge the improvements on the Premises comply with the building codes, 


applicable laws, covenants or restrictions of record, regulations, and ordinances ( "Applicable Requirements" ) that were in effect at the time that each 


improvement, or portion thereof, was constructed. Said warranty does not apply to the use to which Lessee will put the Premises, modifications which 
may be required by the Americans with Disabilities Act or any similar laws as a result of Lessee's use (see Paragraph 50), or to any Alterations or Utility 


Installations (as defined in Paragraph 7.3(a)) made or to be made by Lessee. NOTE: Lessee is responsible for determining whether or not the 
Applicable Requirements, and especially the zoning, are appropriate for Lessee's intended use, and acknowledges that past uses of the 
Premises may no longer be allowed. If the Premises do not comply with said warranty, Lessor shall, except as otherwise provided, promptly after 
receipt of written notice from Lessee setting forth with specificity the nature and extent of such non-compliance, rectify the same at Lessor's expense. If 


Lessee does not give Lessor written notice of a non-compliance with this warranty within 6 months following the Start Date, correction of that 


non-compliance shall be the obligation of Lessee at Lessee's sole cost and expense. If the Applicable Requirements are hereafter changed so as to 
require during the term of this Lease the construction of an addition to or an alteration of the Premises and/or Building, the remediation of any 


Hazardous Substance, or the reinforcement or other physical modification of the Unit, Premises and/or Building ( "Capital Expenditure"), Lessor and 


Lessee shall allocate the cost of such work as follows: 


(a)Subject to Paragraph 2.3(c) below, if such Capital Expenditures are required as a result of the specific and unique use of the 


Premises by Lessee as compared with uses by tenants in general, Lessee shall be fully responsible for the cost thereof, provided, however that if such 


Capital Expenditure is required during the last 2 years of this Lease and the cost thereof exceeds 6 months' Base Rent, Lessee may instead terminate 
this Lease unless Lessor notifies Lessee, in writing, within 10 days after receipt of Lessee's termination notice that Lessor has elected to pay the 


difference between the actual cost thereof and an amount equal to 6 months' Base Rent. If Lessee elects termination, Lessee shall immediately cease 


the use of the Premises which requires such Capital Expenditure and deliver to Lessor written notice specifying a termination date at least 90 days 


thereafter. Such termination date shall, however, in no event be earlier than the last day that Lessee could legally utilize the Premises without 
commencing such Capital Expenditure. 


(b) If such Capital Expenditure is not the result of the specific and unique use of the Premises by Lessee (such as, governmentally 
mandated seismic modifications), then Lessor shall pay for such Capital Expenditure and Lessee shall only be obligated to pay, each month during the 
remainder of the term of this Lease, on the date that on which the Base Rent is due, an amount equal to 144th of the portion of such costs reasonably 
attributable to the Premises. Lessee shall pay Interest on the balance but may prepay its obligation at any time.; If, however, such Capital Expenditure 
is required during the last 2 years of this Lease or if Lessor reasonably determines that it is not economically feasible to pay its share thereof, Lessor 
shall have the option to terminate this Lease upon 90 days prior written notice to Lessee unless Lessee notifies Lessor, in writing, within 10 days after 
receipt of Lessor's termination notice that Lessee will pay for such Capital Expenditure. If Lessor does not elect to terminate, and fails to tender its 
share of any such Capital Expenditure, Lessee may advance such funds and deduct same, with Interest, from Rent until Lessor's share of such costs 
have been fully paid. If Lessee is unable to finance Lessor's share, or if the balance of the Rent due and payable for the remainder of this Lease is not 
sufficient to fully reimburse Lessee on an offset basis, Lessee shall have the right to terminate this Lease upon 30 days written notice to Lessor. 


(c) Notwithstanding the above, the provisions concerning Capital Expenditures are intended to apply only to non-voluntary, 
unexpected, and new Applicable Requirements. If the Capital Expenditures are instead triggered by Lessee as a result of an actual or proposed 
change in use, change in intensity of use, or modification to the Premises then, and in that event, Lessee shall either: (i) immediately cease such 


changed use or intensity of use and/or take such other steps as may be necessary to eliminate the requirement for such Capital Expenditure, or (ii) 
complete such Capital Expenditure at its own expense. Lessee shall not, however, have any right to terminate this Lease. 


2.4 Acknowledgements. Lessee acknowledges that: (a) it has been advised by Lessor and/or Brokers to satisfy itself with respect to 
the condition of the Premises (including but not limited to the electrical, HVAC and fire sprinkler systems, security, environmental aspects, and 


compliance with Applicable Requirements and the Americans with Disabilities Act), and their suitability for Lessee's intended use, (b) Lessee has made 
such investigation as it deems necessary with reference to such matters and assumes all responsibility therefor as the same relate to its occupancy of 
the Premises, and (c) neither Lessor, Lessor's agents, nor Brokers have made any oral or written representations or warranties with respect to said 
matters other than as set forth in this Lease. In addition, Lessor acknowledges that: (i) Brokers have made no representations, promises or warranties 
concerning Lessee's ability to honor the Lease or suitability to occupy the Premises, and (ii) it is Lessor's sole responsibility to investigate the financial 
capability and/or suitability of all proposed tenants. 


2.5 Lessee as Prior Owner/Occupant. The warranties made by Lessor in Paragraph 2 shall be of no force or effect if immediately 
prior to the Start Date Lessee was the owner or occupant of the Premises. In such event, Lessee shall be responsible for any necessary corrective 
work. 
3.	 Term. 


3.1	 Term. The Commencement Date, Expiration Date and Original Term of this Lease are as specified in Paragraph 1.3. 
3.2 Early Possession. If Lessee totally or partially occupies the Premises prior to the Commencement Date, the obligation to pay 


Base Rent shall be abated for the period of such early possession. All other terms of this Lease (including but not limited to the obligations to pay Real 
Property Taxes and insurance premiums and to maintain the Premises) shall be in effect during such period. Any such early possession shall not affect 
the Expiration Date.
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, 3.3 Delay In Possession. Lessor agrees to use its best commercially reasonable efforts to deliver possession of the Premises to 
Lessee by the Commencement Date. If, despite said efforts, Lessor is unable to deliver possession by such date, Lessor shall not be subject to any 


liability therefor, nor shall such failure affect the validity of this Lease. Lessee shall not, however, be obligated to pay Rent or perform its other 
obligations until Lessor delivers possession of the Premises and any period of rent abatement that Lessee would otherwise have enjoyed shall run from 


the date of delivery of possession and continue for a period equal to what Lessee would otherwise have enjoyed under the terms hereof, but minus any 
days of delay caused by the acts or omissions of Lessee. If possession is not delivered within 60 days after the Commencement Date, Lessee may, at 


its option, by notice in writing within 10 days after the end of such 60 day period, cancel this Lease, in which event the Parties shall be discharged from 
all obligations hereunder. If such written notice is not received by Lessor within said 10 day period, Lessee's right to cancel shall terminate. If 


possession of the Premises is not delivered within 120 days after the Commencement Date, this Lease shall terminate unless other agreements are 


reached between Lessor and Lessee, in writing. 
3.4 Lessee Compliance. Lessor shall not be required to deliver possession of the Premises to Lessee until Lessee complies with its 


obligation to provide evidence of insurance (Paragraph 8.5). Pending delivery of such evidence, Lessee shall be required to perform all of its 


obligations under this Lease from and after the Start Date, including the payment of Rent, notwithstanding Lessor's election to withhold possession 


pending receipt of such evidence of insurance. Further, if Lessee is required to perform any other conditions prior to or concurrent with the Start Date, 


the Start Date shall occur but Lessor may elect to withhold possession until such conditions are satisfied. 


4. Rent. 
4.1.	 Rent Defined. All monetary obligations of Lessee to Lessor under the terms of this Lease (except for the Security Deposit) are 


deemed to be rent ("Rent"). 
4.2 Payment. Lessee shall cause payment of Rent to be received by Lessor in lawful money of the United States, without offset or 


deduction (except as specifically permitted in this Lease), on or before the day on which it is due. All monetary amounts shall be rounded to the nearest 
whole dollar. In the event that any invoice prepared by Lessor is inaccurate such inaccuracy shall not constitute a waiver and Lessee shall be obligated 
to pay the amount set forth in this Lease. Rent for any period during the term hereof which is for less than one full calendar month shall be prorated 
based upon the actual number of days of said month. Payment of Rent shall be made to Lessor at its address stated herein or to such other persons or 
place as Lessor may from time to time designate in writing. Acceptance of a payment which is less than the amount then due shall not be a waiver of 
Lessor's rights to the balance of such Rent, regardless of Lessor's endorsement of any check so stating. In the event that any check, draft, or other 
instrument of payment given by Lessee to Lessor is dishonored for any reason, Lessee agrees to pay to Lessor the sum of $25 in addition to any Late 
Charge and Lessor, at its option, may require all future Rent be paid by cashier's check. Payments will be applied first to accrued late charges and 
attorney's fees, second to accrued interest, then to Base Rent and Common Area Operating Expenses, and any remaining amount to any other 
outstanding charges or costs. 


4.3 Association Fees. In addition to the Base Rent, Lessee shall pay to Lessor each month an amount equal to any owner's 
association or condominium fees levied or assessed against the Premises. Said monies shall be paid at the same time and in the same manner as the 
Base Rent. 


4.4 Rental Taxes. In addition to Base Rent and Common Area Operating Expenses, Lessee shall pay to Lessor each month an 
amount equal to any rental taxes, gross receipts taxes, transaction privilege taxes, sales taxes, or similar taxes ("Rental Taxes") levied on the Base 
Rent then due or otherwise assessed in connection with the rental activity. Said monies shall be paid at the same time and in the same manner as the 
Base Rent.
5. Security Deposit. Lessee shall deposit with Lessor upon execution hereof the Security Deposit as security for Lessee's faithful performance 
of its obligations under this Lease. If Lessee fails to pay Rent, or otherwise Defaults under this Lease, Lessor may use, apply or retain all or any portion 
of said Security Deposit for the payment of any amount due already due Lessor, for Rents which will be due in the future, and/ or to reimburse or 
compensate Lessor for any liability, expense, loss or damage which Lessor may suffer or incur by reason thereof. If Lessor uses or applies all or any 
portion of the Security Deposit, Lessee shall within 10 days after written request therefor deposit monies with Lessor sufficient to restore said Security 
Deposit to the full amount required by this Lease. If the Base Rent increases during the term of this Lease, Lessee shall, upon written request from 
Lessor, deposit additional monies with Lessor so that the total amount of the Security Deposit shall at all times bear the same proportion to the 
increased Base Rent as the initial Security Deposit bore to the initial Base Rent. Should the Agreed Use be amended to accommodate a material 
change in the business of Lessee or to accommodate a sublessee or assignee, Lessor shall have the right to increase the Security Deposit to the 
extent necessary, in Lessor's reasonable judgment, to account for any increased wear and tear that the Premises may suffer as a result thereof. If a 
change in control of Lessee occurs during this Lease and following such change the financial condition of Lessee is, in Lessor's reasonable judgment, 
significantly reduced, Lessee shall deposit such additional monies with Lessor as shall be sufficient to cause the Security Deposit to be at a 
commercially reasonable level based on such change in financial condition. Lessor shall not be required to keep the Security Deposit separate from its 
general accounts. Within 90 days after the expiration or termination of this Lease Lessor shall return that portion of the Security Deposit not used or 
applied by Lessor. No part of the Security Deposit shall be considered to be held in trust, to bear interest or to be prepayment for any monies to be paid 
by Lessee under this Lease. 
6. Use. 


6.1 Use. Lessee shall use and occupy the Premises only for the Agreed Use, or any other legal use which is reasonably comparable 
thereto, and for no other purpose. Lessee shall not use or permit the use of the Premises in a manner that is unlawful, creates damage, waste or a 
nuisance, or that disturbs occupants of or causes damage to neighboring premises or properties. Other than guide, signal and seeing eye dogs, Lessee 
shall not keep or allow in the Premises any pets, animals, birds, fish, or reptiles. Lessor shall not unreasonably withhold or delay its consent to any 


written request for a modification of the Agreed Use, so long as the same will not impair the structural integrity of the improvements on the Premises or 


the mechanical or electrical systems therein, and/or is not significantly more burdensome to the Premises. If Lessor elects to withhold consent, Lessor 
shall within 7 days after such request give written notification of same, which notice shall include an explanation of Lessor's objections to the change in 
the Agreed Use. 


6.2	 Hazardous Substances. 
(a) Reportable Uses Require Consent. The term "Hazardous Substance" as used in this Lease shall mean any product, 


substance, or waste whose presence, use, manufacture, disposal, transportation, or release, either by itself or in combination with other materials 
expected to be on the Premises, is either: (i) potentially injurious to the public health, safety or welfare, the environment or the Premises, (ii) regulated 
or monitored by any governmental authority, or (iii) a basis for potential liability of Lessor to any governmental agency or third party under any applicable 
statute or common law theory. Hazardous Substances shall include, but not be limited to, hydrocarbons, petroleum, gasoline, and/or crude oil or any 


products, by-products or fractions thereof. Lessee shall not engage in any activity in or on the Premises which constitutes a Reportable Use of 
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HaZardcos Substances without the express prior written consent of Lessor and timely compliance (at Lessee's expense) with all Applicable 


Requirements. "Reportable Use" shall mean (i) the installation or use of any above or below ground storage tank, (ii) the generation, possession, 
storage, use, transportation, or disposal of a Hazardous Substance that requires a permit from, or with respect to which a report, notice, registration or 
business plan is required to be filed with, any governmental authority, and/or (iii) the presence at the Premises of a Hazardous Substance with respect 
to which any Applicable Requirements requires that a notice be given to persons entering or occupying the Premises or neighboring properties. 
Notwithstanding the foregoing, Lessee may use any ordinary and customary materials reasonably required to be used in the normal course of the 
Agreed Use, ordinary office supplies (copier toner, liquid paper, glue, etc.) and common household cleaning materials, so long as such use is in 
compliance with all Applicable Requirements, is not a Reportable Use, and does not expose the Premises or neighboring property to any meaningful 
risk of contamination or damage or expose Lessor to any liability therefor. In addition, Lessor may condition its consent to any Reportable Use upon 
receiving such additional assurances as Lessor reasonably deems necessary to protect itself, the public, the Premises and/or the environment against 
damage, contamination, injury and/or liability, including, but not limited to, the installation (and removal on or before Lease expiration or termination) of 
protective modifications (such as concrete encasements) and/or increasing the Security Deposit. 


(b)Duty to Inform Lessor. If Lessee knows, or has reasonable cause to believe, that a Hazardous Substance has come to be 
located in, on, under or about the Premises, other than as previously consented to by Lessor, Lessee shall immediately give written notice of such fact 
to Lessor, and provide Lessor with a copy of any report, notice, claim or other documentation which it has concerning the presence of such Hazardous 
Substance.


(c)Lessee Remediation. Lessee shall not cause or permit any Hazardous Substance to be spilled or released in, on, under, or 
about the Premises (including through the plumbing or sanitary sewer system) and shall promptly, at Lessee's expense, comply with all Applicable 
Requirements and take all investigatory and/or remedial action reasonably recommended, whether or not formally ordered or required, for the cleanup 
of any contamination of, and for the maintenance, security and/or monitoring of the Premises or neighboring properties, that was caused or materially 
contributed to by Lessee, or pertaining to or involving any Hazardous Substance brought onto the Premises during the term of this Lease, by or for 
Lessee, or any third party. 


(d)Lessee Indemnification. Lessee shall indemnify, defend and hold Lessor, its agents, employees, lenders and ground lessor, 
if any, harmless from and against any and all loss of rents and/or damages, liabilities, judgments, claims, expenses, penalties, and attorneys' and 
consultants' fees arising out of or involving any Hazardous Substance brought onto the Premises by or for Lessee, or any third party (provided, 
however, that Lessee shall have no liability under this Lease with respect to underground migration of any Hazardous Substance under the Premises 
from adjacent properties not caused or contributed to by Lessee). Lessee's obligations shall include, but not be limited to, the effects of any 
contamination or injury to person, property or the environment created or suffered by Lessee, and the cost of investigation, removal, remediation, 
restoration and/or abatement, and shall survive the expiration or termination of this Lease. No termination, cancellation or release agreement 
entered into by Lessor and Lessee shall release Lessee from its obligations under this Lease with respect to Hazardous Substances, unless 
specifically so agreed by Lessor in writing at the time of such agreement. 


(e)Lessor Indemnification. Lessor and its successors and assigns shall indemnify, defend, reimburse and hold Lessee, its 
employees and lenders, harmless from and against any and all environmental damages, including the cost of remediation, which result from 
Hazardous Substances which existed on the Premises prior to Lessee's occupancy or which are caused by the gross negligence or willful misconduct 
of Lessor, its agents or employees. Lessor's obligations, as and when required by the Applicable Requirements, shall include, but not be limited to, the 
cost of investigation, removal, remediation, restoration and/or abatement, and shall survive the expiration or termination of this Lease. 


(f) Investigations and Remediations. Lessor shall retain the responsibility and pay for any investigations or remediation 
measures required by governmental entities having jurisdiction with respect to the existence of Hazardous Substances on the Premises prior to 
Lessee's occupancy, unless such remediation measure is required as a result of Lessee's use (including "Alterations", as defined in paragraph 7.3(a) 
below) of the Premises, in which event Lessee shall be responsible for such payment. Lessee shall cooperate fully in any such activities at the request 
of Lessor, including allowing Lessor and Lessor's agents to have reasonable access to the Premises at reasonable times in order to carry out Lessor's 
investigative and remedial responsibilities. 


(g)Lessor Termination Option. If a Hazardous Substance Condition (see Paragraph 9.1(e)) occurs during the term of this Lease, 
unless Lessee is legally responsible therefor (in which case Lessee shall make the investigation and remediation thereof required by the Applicable 
Requirements and this Lease shall continue in full force and effect, but subject to Lessor's rights under Paragraph 6.2(d) and Paragraph 13), Lessor 
may, at Lessor's option, either (i) investigate and remediate such Hazardous Substance Condition, if required, as soon as reasonably possible at 
Lessor's expense, in which event this Lease shall continue in full force and effect, or (ii) if the estimated cost to remediate such condition exceeds 12 
times the then monthly Base Rent or $100,000, whichever is greater, give written notice to Lessee, within 30 days after receipt by Lessor of knowledge 
of the occurrence of such Hazardous Substance Condition, of Lessor's desire to terminate this Lease as of the date 60 days following the date of such 
notice. In the event Lessor elects to give a termination notice, Lessee may, within 10 days thereafter, give written notice to Lessor of Lessee's 
commitment to pay the amount by which the cost of the remediation of such Hazardous Substance Condition exceeds an amount equal to 12 times the 
then monthly Base Rent or $100,000, whichever is greater. Lessee shall provide Lessor with said funds or satisfactory assurance thereof within 30 
days following such commitment. In such event, this Lease shall continue in full force and effect, and Lessor shall proceed to make such remediation 
as soon as reasonably possible after the required funds are available. If Lessee does not give such notice and provide the required funds or assurance 
thereof within the time provided, this Lease shall terminate as of the date specified in Lessor's notice of termination. 


6.3 Lessee's Compliance with Applicable Requirements. Except as otherwise provided in this Lease, Lessee shall, at Lessee's 
sole expense, fully, diligently and in a timely manner, materially comply with all Applicable Requirements, the requirements of any applicable fire 
insurance underwriter or rating bureau, and the recommendations of Lessor's engineers and/or consultants which relate in any manner to the such 
Requirements, without regard to whether such Requirements are now in effect or become effective after the Start Date. Lessee shall, within 10 days 
after receipt of Lessor"s written request, provide Lessor with copies of all permits and other documents, and other information evidencing Lessee's 


compliance with any Applicable Requirements specified by Lessor, and shall immediately upon receipt, notify Lessor in writing (with copies of any 
documents involved) of any threatened or actual claim, notice, citation, warning, complaint or report pertaining to or involving the failure of Lessee or the 
Premises to comply with any Applicable Requirements. Likewise, Lessee shall immediately give written notice to Lessor of: (i) any water damage to the 
Premises and any suspected seepage, pooling, dampness or other condition conducive to the production of mold; or (ii) any mustiness or other odors 
that might indicate the presence of mold in the Premises.
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6.4 Inspection; Compliance. Lessor and Lessor"s "Lender" (as defined in Paragraph 30) and consultants shall have the right to 


enter into Premises at any time, in the case of an emergency, and otherwise at reasonable times after reasonable notice, for the purpose of inspecting 
the condition of the Premises and for verifying compliance by Lessee with this Lease. The cost of any such inspections shall be paid by Lessor, unless 
a violation of Applicable Requirements, or a Hazardous Substance Condition (see paragraph 9.1e) is found to exist or be imminent, or the inspection is 


requested or ordered by a governmental authority. In such case, Lessee shall upon request reimburse Lessor for the cost of such inspection, so long 
as such inspection is reasonably related to the violation or contamination. In addition, Lessee shall provide copies of all relevant material safety data 


sheets (MSDS) to Lessor within 10 days of the receipt of a written request therefor. 


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


7.1	 Lessee's Obligations. 
(a)In General. Subject to the provisions of Paragraph 2.2 (Condition), 2.3 (Compliance), 6.3 (Lessee's Compliance with Applicable 


Requirements), 7.2 (Lessor's Obligations), 9 (Damage or Destruction), and 14 (Condemnation), Lessee shall, at Lessee's sole expense, keep the 
Premises, Utility Installations (intended for Lessee's exclusive use, no matter where located), and Alterations in good order, condition and repair 
(whether or not the portion of the Premises requiring repairs, or the means of repairing the same, are reasonably or readily accessible to Lessee, and 


whether or not the need for such repairs occurs as a result of Lessee's use, any prior use, the elements or the age of such portion of the Premises), 
including, but not limited to, all equipment or facilities, such as plumbing, HVAC equipment, electrical, lighting facilities, boilers, pressure vessels, fire 


protection system, fixtures, walls (interior and exterior), foundations, ceilings, roofs, roof drainage systems, floors, windows, doors, plate glass, 
skylights, landscaping, driveways, parking lots, fences, retaining walls, signs, sidewalks and parkways located in, on, or adjacent to the Premises. 


Lessee, in keeping the Premises in good order, condition and repair, shall exercise and perform good maintenance practices, specifically including the 
procurement and maintenance of the service contracts required by Paragraph 7.1(b) below. Lessee's obligations shall include restorations, 
replacements or renewals when necessary to keep the Premises and all improvements thereon or a part thereof in good order, condition and state of 


repair. Lessee shall, during the term of this Lease, keep the exterior appearance of the Building in a first-class condition (including, e.g. graffiti removal) 
consistent with the exterior appearance of other similar facilities of comparable age and size in the vicinity, including, when necessary, the exterior 


repainting of the Building. (SEE ADDENDEM PARAGRAPH 52.) 
(b) Service Contracts. Lessee shall, at Lessee's sole expense, procure and maintain contracts, with copies to Lessor, in 


customary form and substance for, and with contractors specializing and experienced in the maintenance of the following equipment and 


improvements, if any, if and when installed on the Premises: (i) HVAC equipment, (ii) boiler, and pressure vessels, (id) fire extinguishing systems, 
including fire alarm and/or smoke detection, (iv) landscaping and irrigation systems, (v) roof covering and drains, and (vi) clarifiers. However, Lessor 


reserves the right, upon notice to Lessee, to procure and maintain any or all of such service contracts, and Lessee shall reimburse Lessor, upon 
demand, for the cost thereof. 


(c) Failure to Perform. If Lessee fails to perform Lessee's obligations under this Paragraph 7.1, Lessor may enter upon the 
Premises after 10 days' prior written notice to Lessee (except in the case of an emergency, in which case no notice shall be required), perform such 


obligations on Lessee's behalf, and put the Premises in good order, condition and repair, and Lessee shall promptly pay to Lessor a sum equal to 115% 
of the cost thereof.


(d)Replacement. Subject to Lessee's indemnification of Lessor as set forth in Paragraph 8.7 below, and without relieving Lessee 
of liability resulting from Lessee's failure to exercise and perform good maintenance practices, if an item described in Paragraph 7.1(b) cannot be 


repaired other than at a cost which is in excess of 50% of the cost of replacing such item, then such item shall be replaced by Lessor, and the cost 
thereof shall be prorated between the Parties and Lessee shall only be obligated to pay, each month during the remainder of the term of this Lease, on 
the date on which Base Rent is due, an amount equal to the product of multiplying the cost of such replacement by a fraction, the numerator of which is 
one, and the denominator of which is 144 (ie. 1/144th of the cost per month). Lessee shall pay Interest on the unamortized balance but may prepay its 
obligation at any time. 


7.2 Lessor's Obligations. Subject to the provisions of Paragraphs 2.2 (Condition), 2.3 (Compliance), 9 (Damage or Destruction) and 
14 (Condemnation), it is intended by the Parties hereto that Lessor have no obligation, in any manner whatsoever, to repair and maintain the Premises, 


or the equipment therein, all of which obligations are intended to be that of the Lessee. It is the intention of the Parties that the terms of this Lease 
govern the respective obligations of the Parties as to maintenance and repair of the Premises, and they expressly waive the benefit of any statute now 
or hereafter in effect to the extent it is inconsistent with the terms of this Lease. 


7.3	 Utility Installations; Trade Fixtures; Alterations. 
(a) Definitions. The term "Utility Installations" refers to all floor and window coverings, air and/or vacuum lines, power panels, 


electrical distribution, security and fire protection systems, communication cabling, lighting fixtures, HVAC equipment, plumbing, and fencing in or on 


the Premises. The term "Trade Fixtures" shall mean Lessee's machinery and equipment that can be removed without doing material damage to the 
Premises. The term "Alterations" shall mean any modification of the improvements, other than Utility Installations or Trade Fixtures, whether by 
addition or deletion. "Lessee Owned Alterations and/or Utility Installations " are defined as Alterations and/or Utility Installations made by Lessee 
that are not yet owned by Lessor pursuant to Paragraph 7.4(a). 


(b)Consent. Lessee shall not make any Alterations or Utility Installations to the Premises without Lessor's prior written consent. 
Lessee may, however, make non-structural Utility Installations to the interior of the Premises (excluding the roof) without such consent but upon notice 
to Lessor, as long as they are not visible from the outside, do not involve puncturing, relocating or removing the roof or any existing walls, will not affect 
the electrical, plumbing, HVAC, and/or life safety systems, and the cumulative cost thereof during this Lease as extended does not exceed a sum equal 


to 3 month's Base Rent in the aggregate or a sum equal to one month's Base Rent in any one year. Notwithstanding the foregoing, Lessee shall not 


make or permit any roof penetrations and/or install anything on the roof without the prior written approval of Lessor. Lessor may, as a precondition to 
granting such approval, require Lessee to utilize a contractor chosen and/or approved by Lessor. Any Alterations or Utility Installations that Lessee 
shall desire to make and which require the consent of the Lessor shall be presented to Lessor in written form with detailed plans. Consent shall be 
deemed conditioned upon Lessee's: (i) acquiring all applicable governmental permits, (ii) furnishing Lessor with copies of both the permits and the 
plans and specifications prior to commencement of the work, and (iii) compliance with all conditions of said permits and other Applicable Requirements 
in a prompt and expeditious manner. Any Alterations or Utility Installations shall be performed in a workmanlike manner with good and sufficient 
materials. Lessee shall promptly upon completion furnish Lessor with as-built plans and specifications. For work which costs an amount in excess of 
one month's Base Rent, Lessor may condition its consent upon Lessee providing a lien and completion bond in an amount equal to 150% of the 
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estimated cost of such Alteration or Utility Installation and/or upon Lessee's posting an additional Security Deposit with Lessor. 


(c)Liens; Bonds. Lessee shall pay, when due, all claims for labor or materials furnished or alleged to have been furnished to or 


for Lessee at or for use on the Premises, which claims are or may be secured by any mechanic's or materialmen's lien against the Premises or any 


interest therein. Lessee shall give Lessor not less than 10 days notice prior to the commencement of any work in, on or about the Premises, and 


Lessor shall have the right to post notices of non-responsibility. If Lessee shall contest the validity of any such lien, claim or demand, then Lessee 


shall, at its sole expense defend and protect itself, Lessor and the Premises against the same and shall pay and satisfy any such adverse judgment that 
may be rendered thereon before the enforcement thereof. If Lessor shall require, Lessee shall furnish a surety bond in an amount equal to 150% of the 
amount of such contested lien, claim or demand, indemnifying Lessor against liability for the same. If Lessor elects to participate in any such action, 


Lessee shall pay Lessor's attorneys' fees and costs. 


7.4	 Ownership; Removal; Surrender; and Restoration. 


(a) Ownership. Subject to Lessor's right to require removal or elect ownership as hereinafter provided, all Alterations and Utility 


Installations made by Lessee shall be the property of Lessee, but considered a part of the Premises. Lessor may, at any time, elect in writing to be the 


owner of all or any specified part of the Lessee Owned Alterations and Utility Installations. Unless otherwise instructed per paragraph 7.4(b) hereof, all 
Lessee Owned Alterations and Utility Installations shall, at the expiration or termination of this Lease, become the property of Lessor and be 


surrendered by Lessee with the Premises. 


(b)Removal. By delivery to Lessee of written notice from Lessor not earlier than 90 and not later than 30 days prior to the end of 
the term of this Lease, Lessor may require that any or all Lessee Owned Alterations or Utility Installations be removed by the expiration or termination of 
this Lease. Lessor may require the removal at any time of all or any part of any Lessee Owned Alterations or Utility Installations made without the 


required consent.


(c) Surrender; Restoration. Lessee shall surrender the Premises by the Expiration Date or any earlier termination date, with all of 
the improvements, parts and surfaces thereof broom clean and free of debris, and in good operating order, condition and state of repair, ordinary wear 


and tear excepted. "Ordinary wear and tear" shall not include any damage or deterioration that would have been prevented by good maintenance 


practice. Notwithstanding the foregoing, if this Lease is for 12 months or less, then Lessee shall surrender the Premises in the same condition as 
delivered to Lessee on the Start Date with NO allowance for ordinary wear and tear. Lessee shall repair any damage occasioned by the installation, 


maintenance or removal of Trade Fixtures, Lessee owned Alterations and/or Utility Installations, furnishings, and equipment as well as the removal of 
any storage tank installed by or for Lessee. Lessee shall completely remove from the Premises any and all Hazardous Substances brought onto the 
Premises by or for Lessee, or any third party (except Hazardous Substances which were deposited via underground migration from areas outside of the 
Premises) even if such removal would require Lessee to perform or pay for work that exceeds statutory requirements. Trade Fixtures shall remain the 
property of Lessee and shall be removed by Lessee. Any personal property of Lessee not removed on or before the Expiration Date or any earlier 


termination date shall be deemed to have been abandoned by Lessee and may be disposed of or retained by Lessor as Lessor may desire. The failure 
by Lessee to timely vacate the Premises pursuant to this Paragraph 7.4(c) without the express written consent of Lessor shall constitute a holdover 


under the provisions of Paragraph 26 below. 


8.	 Insurance; Indemnity. 
8.1 Payment For Insurance. Lessee shall pay for all insurance required under Paragraph 8 except to the extent of the cost 


attributable to liability insurance carried by Lessor under Paragraph 8.2(b) in excess of $2,000,000 per occurrence. Premiums for policy periods 


commencing prior to or extending beyond the Lease term shall be prorated to correspond to the Lease term. Lessor may bill Lessee for such premiums 


at the time that they are incurred or Lessor may elect to estimate the amount of the premiums which will be incurred during the coming year and require 
that 1/12th of such amount be paid each month by Lessee on the same day that the Base Rent is due. If at the end of such year the payments by 
Lessee exceed the actual premiums incurred by Lessor then Lessor shall credit the amount of such over-payment against the premiums next becoming 


due. If Lessee's payments were less than the actual premiums incurred then Lessor shall bill Lessee for such shortfall. Payment shall be made by 
Lessee to Lessor within 10 days following receipt of an invoice. Advance payments may be intermingled with other monies of Lessor and shall not bear 


interest. In the event of a Breach by Lessee then any such advance payments may be treated as an additional Security Deposit. 
8.2	 Liability Insurance. 


(a)Carried by Lessee. Lessee shall obtain and keep in force a Commercial General Liability policy of insurance protecting Lessee 
and Lessor as an additional insured against claims for bodily injury, personal injury and property damage based upon or arising out of the ownership, 


use, occupancy or maintenance of the Premises and all areas appurtenant thereto. Such insurance shall be on an occurrence basis providing single 
limit coverage in an amount not less than $1,000,000 per occurrence with an annual aggregate of not less than $2,000,000. Lessee shall add Lessor as 
an additional insured by means of an endorsement at least as broad as the Insurance Service Organization's "Additional Insured-Managers or Lessors 


of Premises" Endorsement and coverage shall also be extended to include damage caused by heat, smoke or fumes from a hostile fire. The policy 


shall not contain any intra-insured exclusions as between insured persons or organizations, but shall include coverage for liability assumed under this 


Lease as an "insured contract" for the performance of Lessee's indemnity obligations under this Lease. The limits of said insurance shall not, 
however, limit the liability of Lessee nor relieve Lessee of any obligation hereunder. Lessee shall provide an endorsement on its liability policy(ies) 


which provides that its insurance shall be primary to and not contributory with any similar insurance carried by Lessor, whose insurance shall be 
considered excess insurance only. 


(b)Carried by Lessor. Lessor shall maintain liability insurance as described in Paragraph 8.2(a), in addition to, and not in lieu of, 
the insurance required to be maintained by Lessee. Lessee shall not be named as an additional insured therein. 


8.3	 Property Insurance - Building, Improvements and Rental Value. 
(a) Building and Improvements. The Insuring Party shall obtain and keep in force a policy or policies in the name of Lessor, with 


loss payable to Lessor, any ground-lessor, and to any Lender insuring loss or damage to the Premises. The amount of such insurance shall be equal to 
the full insurable replacement cost of the Premises, as the same shall exist from time to time, or the amount required by any Lender, but in no event 
more than the commercially reasonable and available insurable value thereof. Lessee Owned Alterations and Utility Installations, Trade Fixtures, and 
Lessee's personal property shall be insured by Lessee not by Lessor. If the coverage is available and commercially appropriate, such policy or policies 
shall insure against all risks of direct physical loss or damage (except the perils of flood and/or earthquake unless required by a Lender), including 
coverage for debris removal and the enforcement of any Applicable Requirements requiring the upgrading, demolition, reconstruction or replacement of 
any portion of the Premises as the result of a covered loss. Said policy or policies shall also contain an agreed valuation provision in lieu of any 
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coinsurance clause, waiver of subrogation, and inflation guard protection causing an increase in the annual property insurance coverage amount by a 


factor of not less than the adjusted U.S. Department of Labor Consumer Price Index for All Urban Consumers for the city nearest to where the 


Premises are located. If such insurance coverage has a deductible clause, the deductible amount shall not exceed $1,000 per occurrence, and Lessee 


shall be liable for such deductible amount in the event of an Insured Loss. 


(b) Rental Value. The Insuring Party shall obtain and keep in force a policy or policies in the name of Lessor with loss payable to 


Lessor and any Lender, insuring the loss of the full Rent for one year with an extended period of indemnity for an additional 180 days ("Rental Value 
insurance"). Said insurance shall contain an agreed valuation provision in lieu of any coinsurance clause, and the amount of coverage shall be 
adjusted annually to reflect the projected Rent otherwise payable by Lessee, for the next 12 month period. Lessee shall be liable for any deductible 


amount in the event of such loss. 


(c)Adjacent Premises. If the Premises are part of a larger building, or of a group of buildings owned by Lessor which are adjacent 


to the Premises, the Lessee shall pay for any increase in the premiums for the property insurance of such building or buildings if said increase is 


caused by Lessee's acts, omissions, use or occupancy of the Premises. 


8.4	 Lessee's Property; Business Interruption Insurance. 


(a)Property Damage. Lessee shall obtain and maintain insurance coverage on all of Lessee's personal property, Trade Fixtures, 


and Lessee Owned Alterations and Utility Installations. Such insurance shall be full replacement cost coverage with a deductible of not to exceed 
$1,000 per occurrence. The proceeds from any such insurance shall be used by Lessee for the replacement of personal property, Trade Fixtures and 


Lessee Owned Alterations and Utility Installations. Lessee shall provide Lessor with written evidence that such insurance is in force. 


(b) Business Interruption. Lessee shall obtain and maintain loss of income and extra expense insurance in amounts as will 


reimburse Lessee for direct or indirect loss of earnings attributable to all perils commonly insured against by prudent lessees in the business of Lessee 


or attributable to prevention of access to the Premises as a result of such perils. 


(c) No Representation of Adequate Coverage. Lessor makes no representation that the limits or forms of coverage of insurance 


specified herein are adequate to cover Lessee's property, business operations or obligations under this Lease. 
8.5 Insurance Policies. Insurance required herein shall be by companies duly licensed or admitted to transact business in the state 


where the Premises are located, and maintaining during the policy term a "General Policyholders Rating" of at least A-, VI, as set forth in the most 


current issue of "Best's Insurance Guide", or such other rating as may be required by a Lender. Lessee shall not do or permit to be done anything 


which invalidates the required insurance policies. Lessee shall, prior to the Start Date, deliver to Lessor certified copies of policies of such insurance or 
certificates evidencing the existence and amounts of the required insurance. No such policy shall be cancelable or subject to modification except after 
30 days prior written notice to Lessor. Lessee shall, at least 10 days prior to the expiration of such policies, furnish Lessor with evidence of renewals or 


"insurance binders" evidencing renewal thereof, or Lessor may order such insurance and charge the cost thereof to Lessee, which amount shall be 
payable by Lessee to Lessor upon demand. Such policies shall be for a term of at least one year, or the length of the remaining term of this Lease, 


whichever is less. If either Party shall fail to procure and maintain the insurance required to be carried by it, the other Party may, but shall not be 
required to, procure and maintain the same. 


8.6 Waiver of Subrogation. Without affecting any other rights or remedies, Lessee and Lessor each hereby release and relieve the 
other, and waive their entire right to recover damages against the other, for loss of or damage to its property arising out of or incident to the perils 


required to be insured against herein. The effect of such releases and waivers is not limited by the amount of insurance carried or required, or by any 
deductibles applicable hereto. The Parties agree to have their respective property damage insurance carriers waive any right to subrogation that such 


companies may have against Lessor or Lessee, as the case may be, so long as the insurance is not invalidated thereby. 


8.7 Indemnity. Except for Lessor's gross negligence or willful misconduct, Lessee shall indemnify, protect, defend and hold harmless 
the Premises, Lessor and its agents, Lessor's master or ground lessor, partners and Lenders, from and against any and all claims, loss of rents and/or 
damages, liens, judgments, penalties, attorneys' and consultants' fees, expenses and/or liabilities arising out of, involving, or in connection with, the use 
and/or occupancy of the Premises by Lessee. If any action or proceeding is brought against Lessor by reason of any of the foregoing matters, Lessee 
shall upon notice defend the same at Lessee's expense by counsel reasonably satisfactory to Lessor and Lessor shall cooperate with Lessee in such 
defense. Lessor need not have first paid any such claim in order to be defended or indemnified. 


8.8 Exemption of Lessor and its Agents from Liability . Notwithstanding the negligence or breach of this Lease by Lessor or its 
agents, neither Lessor nor its agents shall be liable under any circumstances for: (i) injury or damage to the person or goods, wares, merchandise or 


other property of Lessee, Lessee's employees, contractors, invitees, customers, or any other person in or about the Premises, whether such damage or 
injury is caused by or results from fire, steam, electricity, gas, water or rain, indoor air quality, the presence of mold or from the breakage, leakage, 
obstruction or other defects of pipes, fire sprinklers, wires, appliances, plumbing, HVAC or lighting fixtures, or from any other cause, whether the said 


injury or damage results from conditions arising upon the Premises or upon other portions of the building of which the Premises are a part, or from other 
sources or places, (ii) any damages arising from any act or neglect of any other tenant of Lessor or from the failure of Lessor or its agents to enforce 
the provisions of any other lease in the Project, or (iii) injury to Lessee's business or for any loss of income or profit therefrom. Instead, it is intended 
that Lessee's sole recourse in the event of such damages or injury be to file a claim on the insurance policy(ies) that Lessee is required to maintain 
pursuant to the provisions of paragraph 8. 


8.9 Failure to Provide Insurance. Lessee acknowledges that any failure on its part to obtain or maintain the insurance required 
herein will expose Lessor to risks and potentially cause Lessor to incur costs not contemplated by this Lease, the extent of which will be extremely 


difficult to ascertain. Accordingly, for any month or portion thereof that Lessee does not maintain the required insurance and/or does not provide Lessor 
with the required binders or certificates evidencing the existence of the required insurance, the Base Rent shall be automatically increased, without any 
requirement for notice to Lessee, by an amount equal to 10% of the then existing Base Rent or $100, whichever is greater. The parties agree that such 
increase in Base Rent represents fair and reasonable compensation for the additional risk/costs that Lessor will incur by reason of Lessee's failure to 
maintain the required insurance. Such increase in Base Rent shall in no event constitute a waiver of Lessee's Default or Breach with respect to the 


failure to maintain such insurance, prevent the exercise of any of the other rights and remedies granted hereunder, nor relieve Lessee of its obligation to 
maintain the insurance specified in this Lease. 


9.	 Damage or Destruction. 
9.1	 Definitions.
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(a) "Premises Partial Damage" shall mean damage or destruction to the improvements on the Premises, other than Lessee 
Owned Alterations and Utility Installations, which can reasonably be repaired in 6 months or less from the date of the damage or destruction. Lessor 
shall notify Lessee in writing within 30 days from the date of the damage or destruction as to whether or not the damage is Partial or Total. 
Notwithstanding the foregoing, Premises Partial Damage shall not include damage to windows, doors, and/or other similar items which Lessee has the 
responsibility to repair or replace pursuant to the provisions of Paragraph 7.1. 


(b)"Premises Total Destruction" shall mean damage or destruction to the Premises, other than Lessee Owned Alterations and 


Utility Installations and Trade Fixtures, which cannot reasonably be repaired in 6 months or less from the date of the damage or destruction. Lessor 


shall notify Lessee in writing within 30 days from the date of the damage or destruction as to whether or not the damage is Partial or Total. 


(c) "Insured Loss" shall mean damage or destruction to improvements on the Premises, other than Lessee Owned Alterations and 
Utility Installations and Trade Fixtures, which was caused by an event required to be covered by the insurance described in Paragraph 8.3(a), 


irrespective of any deductible amounts or coverage limits involved. 


(d)"Replacement Cost" shall mean the cost to repair or rebuild the improvements owned by Lessor at the time of the occurrence 


to their condition existing immediately prior thereto, including demolition, debris removal and upgrading required by the operation of Applicable 


Requirements, and without deduction for depreciation. 


(e) "Hazardous Substance Condition" shall mean the occurrence or discovery of a condition involving the presence of, or a 


contamination by, a Hazardous Substance, in, on, or under the Premises which requires restoration. 


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


expense, repair such damage (but not Lessee's Trade Fixtures or Lessee Owned Alterations and Utility Installations) as soon as reasonably possible 


and this Lease shall continue in full force and effect; provided, however, that Lessee shall, at Lessor's election, make the repair of any damage or 
destruction the total cost to repair of which is $10,000 or less, and, in such event, Lessor shall make any applicable insurance proceeds available to 
Lessee on a reasonable basis for that purpose. Notwithstanding the foregoing, if the required insurance was not in force or the insurance proceeds are 


not sufficient to effect such repair, the Insuring Party shall promptly contribute the shortage in proceeds (except as to the deductible which is Lessee's 


responsibility) as and when required to complete said repairs. In the event, however, such shortage was due to the fact that, by reason of the unique 
nature of the improvements, full replacement cost insurance coverage was not commercially reasonable and available, Lessor shall have no obligation 


to pay for the shortage in insurance proceeds or to fully restore the unique aspects of the Premises unless Lessee provides Lessor with the funds to 


cover same, or adequate assurance thereof, within 10 days following receipt of written notice of such shortage and request therefor. If Lessor receives 
said funds or adequate assurance thereof within said 10 day period, the party responsible for making the repairs shall complete them as soon as 


reasonably possible and this Lease shall remain in full force and effect. If such funds or assurance are not received, Lessor may nevertheless elect by 


written notice to Lessee within 10 days thereafter to: (i) make such restoration and repair as is commercially reasonable with Lessor paying any 
shortage in proceeds, in which case this Lease shall remain in full force and effect, or (ii) have this Lease terminate 30 days thereafter. Lessee shall 
not be entitled to reimbursement of any funds contributed by Lessee to repair any such damage or destruction. Premises Partial Damage due to flood 
or earthquake shall be subject to Paragraph 9.3, notwithstanding that there may be some insurance coverage, but the net proceeds of any such 
insurance shall be made available for the repairs if made by either Party. 


9.3 Partial Damage - Uninsured Loss. If a Premises Partial Damage that is not an Insured Loss occurs, unless caused by a 
negligent or willful act of Lessee (in which event Lessee shall make the repairs at Lessee's expense), Lessor may either (i) repair such damage as 
soon as reasonably possible at Lessor's expense, in which event this Lease shall continue in full force and effect, or (ii) terminate this Lease by giving 


written notice to Lessee within 30 days after receipt by Lessor of knowledge of the occurrence of such damage. Such termination shall be effective 60 
days following the date of such notice. In the event Lessor elects to terminate this Lease, Lessee shall have the right within 10 days after receipt of the 
termination notice to give written notice to Lessor of Lessee's commitment to pay for the repair of such damage without reimbursement from Lessor. 
Lessee shall provide Lessor with said funds or satisfactory assurance thereof within 30 days after making such commitment. In such event this Lease 


shall continue in full force and effect, and Lessor shall proceed to make such repairs as soon as reasonably possible after the required funds are 
available. If Lessee does not make the required commitment, this Lease shall terminate as of the date specified in the termination notice. 


9.4 Total Destruction. Notwithstanding any other provision hereof, if a Premises Total Destruction occurs, this Lease shall terminate 
60 days following such Destruction. If the damage or destruction was caused by the gross negligence or willful misconduct of Lessee, Lessor shall 
have the right to recover Lessor's damages from Lessee, except as provided in Paragraph 8.6. 


9.5 Damage Near End of Term. If at any time during the last 6 months of this Lease there is damage for which the cost to repair 
exceeds one month's Base Rent, whether or not an Insured Loss, Lessor may terminate this Lease effective 60 days following the date of occurrence of 
such damage by giving a written termination notice to Lessee within 30 days after the date of occurrence of such damage. Notwithstanding the 


foregoing, if Lessee at that time has an exercisable option to extend this Lease or to purchase the Premises, then Lessee may preserve this Lease by, 
(a) exercising such option and (b) providing Lessor with any shortage in insurance proceeds (or adequate assurance thereof) needed to make the 
repairs on or before the earlier of (i) the date which is 10 days after Lessee's receipt of Lessor's written notice purporting to terminate this Lease, or (ii) 
the day prior to the date upon which such option expires. If Lessee duly exercises such option during such period and provides Lessor with funds (or 


adequate assurance thereof) to cover any shortage in insurance proceeds, Lessor shall, at Lessor's commercially reasonable expense, repair such 
damage as soon as reasonably possible and this Lease shall continue in full force and effect. If Lessee fails to exercise such option and provide such 


funds or assurance during such period, then this Lease shall terminate on the date specified in the termination notice and Lessee's option shall be 
extinguished. 


9.6	 Abatement of Rent; Lessee's Remedies. 
(a)Abatement. In the event of Premises Partial Damage or Premises Total Destruction or a Hazardous Substance Condition for 


which Lessee is not responsible under this Lease, the Rent payable by Lessee for the period required for the repair, remediation or restoration of such 
damage shall be abated in proportion to the degree to which Lessee's use of the Premises is impaired, but not to exceed the proceeds received from 
the Rental Value insurance. All other obligations of Lessee hereunder shall be performed by Lessee, and Lessor shall have no liability for any such 
damage, destruction, remediation, repair or restoration except as provided herein. 


(b)Remedies. If Lessor is obligated to repair or restore the Premises and does not commence, in a substantial and meaningful 
way, such repair or restoration within 90 days after such obligation shall accrue, Lessee may, at any time prior to the commencement of such repair or 
restoration, give written notice to Lessor and to any Lenders of which Lessee has actual notice, of Lessee's election to terminate this Lease on a date 
not less than 60 days following the giving of such notice. If Lessee gives such notice and such repair or restoration is not commenced within 30 days 
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thereafter, this Lease shall terminate as of the date specified in said notice. If the repair or restoration is commenced within such 30 days, this Lease 


shall continue in full force and effect. "Commence" shall mean either the unconditional authorization of the preparation of the required plans, or the 


beginning of the actual work on the Premises, whichever first occurs. 


9.7 Termination; Advance Payments. Upon termination of this Lease pursuant to Paragraph 6.2(g) or Paragraph 9, an equitable 


adjustment shall be made concerning advance Base Rent and any other advance payments made by Lessee to Lessor. Lessor shall, in addition, return 


to Lessee so much of Lessee's Security Deposit as has not been, or is not then required to be, used by Lessor. 


10. Real Property Taxes. 
10.1 Definition. As used herein, the term "Real Property Taxes" shall include any form of assessment; real estate, general, special, 


ordinary or extraordinary, or rental levy or tax (other than inheritance, personal income or estate taxes); improvement bond; and/or license fee imposed 
upon or levied against any legal or equitable interest of Lessor in the Premises or the Project, Lessor's right to other income therefrom, and/or Lessor's 


business of leasing, by any authority having the direct or indirect power to tax and where the funds are generated with reference to the Building address 
and where the proceeds so generated are to be applied by the city, county or other local taxing authority of a jurisdiction within which the Premises are 
located. Real Property Taxes shall also include any tax, fee, levy, assessment or charge, or any increase therein: (i) imposed by reason of events 


occurring during the term of this Lease, including but not limited to, a change in the ownership of the Premises, and (ii) levied or assessed on 


machinery or equipment provided by Lessor to Lessee pursuant to this Lease. 


10.2 Payment of Taxes. In addition to Base Rent, Lessee shall pay to Lessor an amount equal to the Real Property Tax installment 


due at least 20 days prior to the applicable delinquency date. If any such installment shall cover any period of time prior to or after the expiration or 
termination of this Lease, Lessee's share of such installment shall be prorated. Lessor may, however, elect to estimate the current Real Property Taxes, 


and require that such taxes be paid in advance to Lessor by Lessee monthly in advance with the payment of the Base Rent. Such monthly payments 
shall be an amount equal to the amount of the estimated installment of taxes divided by the number of months remaining before the month in which 
said installment becomes delinquent. When the actual amount of the applicable tax bill is known, the amount of such equal monthly advance payments 
shall be adjusted as required to provide the funds needed to pay the applicable taxes. If the amount collected by Lessor is insufficient to pay such Real 
Property Taxes when due, Lessee shall pay Lessor, upon demand, such additional sum as is necessary. Advance payments may be intermingled with 
other moneys of Lessor and shall not bear interest. In the event of a Breach by Lessee in the performance of its obligations under this Lease, then any 


such advance payments may be treated by Lessor as an additional Security Deposit. 


10.3 Joint Assessment. If the Premises are not separately assessed, Lessee's liability shall be an equitable proportion of the Real 
Property Taxes for all of the land and improvements included within the tax parcel assessed, such proportion to be conclusively determined by Lessor 
from the respective valuations assigned in the assessor's work sheets or such other information as may be reasonably available. 


10.4 Personal Property Taxes. Lessee shall pay, prior to delinquency, all taxes assessed against and levied upon Lessee Owned 
Alterations, Utility Installations, Trade Fixtures, furnishings, equipment and all personal property of Lessee. When possible, Lessee shall cause its 
Lessee Owned Alterations and Utility Installations, Trade Fixtures, furnishings, equipment and all other personal property to be assessed and billed 


separately from the real property of Lessor. If any of Lessee's said property shall be assessed with Lessor's real property, Lessee shall pay Lessor the 
taxes attributable to Lessee's property within 10 days after receipt of a written statement setting forth the taxes applicable to Lessee's property. 


11. Utilities and Services. Lessee shall pay for all water, gas, heat, light, power, telephone, trash disposal and other utilities and services 
supplied to the Premises, together with any taxes thereon. If any such services are not separately metered or billed to Lessee, Lessee shall pay a 
reasonable proportion, to be determined by Lessor, of all charges jointly metered or billed. There shall be no abatement of rent and Lessor shall not be 
liable in any respect whatsoever for the inadequacy, stoppage, interruption or discontinuance of any utility or service due to riot, strike, labor dispute, 
breakdown, accident, repair or other cause beyond Lessor's reasonable control or in cooperation with governmental request or directions. 
12. Assignment and Subletting. 


12.1	 Lessor's Consent Required. 
(a) Lessee shall not voluntarily or by operation of law assign, transfer, mortgage or encumber (collectively, "assign or 


assignment") or sublet all or any part of Lessee's interest in this Lease or in the Premises without Lessor's prior written consent. 
(b)Unless Lessee is a corporation and its stock ispublicly traded on a national stock exchange, a change in the control of Lessee 


shall constitute an assignment requiring consent. The transfer, on a cumulative basis, of 25% or more of the voting control of Lessee shall constitute a 
change in control for this purpose. 


(c) The involvement of Lessee or its assets in any transaction, or series of transactions (by way of merger, sale, acquisition, 
financing, transfer, leveraged buy-out or otherwise), whether or not a formal assignment or hypothecation of this Lease or Lessee's assets occurs, 
which results or will result in a reduction of the Net Worth of Lessee by an amount greater than 25% of such Net Worth as it was represented at the 
time of the execution of this Lease or at the time of the most recent assignment to which Lessor has consented, or as it exists immediately prior to said 


transaction or transactions constituting such reduction, whichever was or is greater, shall be considered an assignment of this Lease to which Lessor 
may withhold its consent. "Net Worth of Lessee" shall mean the net worth of Lessee (excluding any guarantors) established under generally accepted 
accounting principles.


(d)An assignment or subletting without consent shall, at Lessor's option, be a Default curable after notice per Paragraph 13.1(c), or 
a noncurable Breach without the necessity of any notice and grace period. If Lessor elects to treat such unapproved assignment or subletting as a 
noncurable Breach, Lessor may either: (i) terminate this Lease, or (ii) upon 30 days written notice, increase the monthly Base Rent to 110% of the Base 


Rent then in effect. Further, in the event of such Breach and rental adjustment, (i) the purchase price of any option to purchase the Premises held by 


Lessee shall be subject to similar adjustment to 110% of the price previously in effect, and (ii) all fixed and non-fixed rental adjustments scheduled 
during the remainder of the Lease term shall be increased to 110% of the scheduled adjusted rent. 


(e)Lessee's remedy for any breach of Paragraph 12.1 by Lessor shall be limited to compensatory damages and/or injunctive relief. 
(f) Lessor may reasonably withhold consent to a proposed assignment or subletting if Lessee is in Default at the time consent is 


requested.
(g) Notwithstanding the foregoing, allowing a de minimis portion of the Premises, ie.20 square feet or less, tobe used by a third 


party vendor in connection with the installation of a vending machine or payphone shall not constitute a subletting. 
12.2	 Terms and Conditions Applicable to Assignment and Subletting. 


(a) Regardless of Lessor's consent, no assignment or subletting shall: (i) be effective without the express written assumption by 
such assignee or sublessee of the obligations of Lessee under this Lease, (ii) release Lessee of any obligations hereunder, or (iii) alter the primary 
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liability of Lessee for the payment of Rent or for the performance of any other obligations to be performed by Lessee. 


(b) Lessor may accept Rent or performance of Lessee's obligations from any person other than Lessee pending approval or 


disapproval of an assignment. Neither a delay in the approval or disapproval of such assignment nor the acceptance of Rent or performance shall 


constitute a waiver or estoppel of Lessor's right to exercise its remedies for Lessee's Default or Breach. 


(c)Lessor's consent to any assignment or subletting shall not constitute a consent to any subsequent assignment or subletting. 


(d) In the event of any Default or Breach by Lessee, Lessor may proceed directly against Lessee, any Guarantors or anyone else 


responsible for the performance of Lessee's obligations under this Lease, including any assignee or sublessee, without first exhausting Lessor's 


remedies against any other person or entity responsible therefor to Lessor, or any security held by Lessor. 


(e) Each request for consent to an assignment or subletting shall be in writing, accompanied by information relevant to Lessor's 


determination as to the financial and operational responsibility and appropriateness of the proposed assignee or sublessee, including but not limited to 
the intended use and/or required modification of the Premises, if any, together with a fee of $500 as consideration for Lessor's considering and 
processing said request. Lessee agrees to provide Lessor with such other or additional information and/or documentation as may be reasonably 


requested. (See also Paragraph 36) 


(f)Any assignee of, or sublessee under, this Lease shall, by reason of accepting such assignment, entering into such sublease, or 


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


(g) Lessor's consent to any assignment or subletting shall not transfer to the assignee or sublessee any Option granted to the 


original Lessee by this Lease unless such transfer is specifically consented to by Lessor in writing. (See Paragraph 39.2) 
12.3	 Additional Terms and Conditions Applicable to Subletting. The following terms and conditions shall apply to any subletting by 


Lessee of all or any part of the Premises and shall be deemed included in all subleases under this Lease whether or not expressly incorporated therein: 


(a) Lessee hereby assigns and transfers to Lessor all of Lessee's interest in all Rent payable on any sublease, and Lessor may 
collect such Rent and apply same toward Lessee's obligations under this Lease; provided, however, that until a Breach shall occur in the performance 


of Lessee's obligations, Lessee may collect said Rent. In the event that the amount collected by Lessor exceeds Lessee's then outstanding obligations 
any such excess shall be refunded to Lessee. Lessor shall not, by reason of the foregoing or any assignment of such sublease, nor by reason of the 


collection of Rent, be deemed liable to the sublessee for any failure of Lessee to perform and comply with any of Lessee's obligations to such 
sublessee. Lessee hereby irrevocably authorizes and directs any such sublessee, upon receipt of a written notice from Lessor stating that a Breach 
exists in the performance of Lessee's obligations under this Lease, to pay to Lessor all Rent due and to become due under the sublease. Sublessee 
shall rely upon any such notice from Lessor and shall pay all Rents to Lessor without any obligation or right to inquire as to whether such Breach exists, 
notwithstanding any claim from Lessee to the contrary. 


(b) In the event of a Breach by Lessee, Lessor may, atits option,require sublessee toattorn to Lessor, in which event Lessor shall 
undertake the obligations of the sublessor under such sublease from the time of the exercise of said option to the expiration of such sublease; provided, 


however, Lessor shall not be liable for any prepaid rents or security deposit paid by such sublessee to such sublessor or for any prior Defaults or 


Breaches of such sublessor. 
(c)Any matter requiring the consent of the sublessor under a sublease shall also require the consent of Lessor. 
(d)No sublessee shall further assign or sublet all or any part of the Premises without Lessor's prior written consent. 
(e) Lessor shall deliver a copyof anynotice of Default or Breach by Lessee tothe sublessee, who shall havethe rightto curethe 


Default of Lessee within the grace period, if any, specified in such notice. The sublessee shall have a right of reimbursement and offset from and 
against Lessee for any such Defaults cured by the sublessee. 
13.	 Default; Breach; Remedies. 


13.1 Default; Breach. A "Default" is defined as a failure by the Lessee to comply with or perform any of the terms, covenants, 


conditions or Rules and Regulations under this Lease. A "Breach" is defined as the occurrence of one or more of the following Defaults, and the 
failure of Lessee to cure such Default within any applicable grace period: 


(a) The abandonment of the Premises; or the vacating of the Premises without providing a commercially reasonable level of 


security, or where the coverage of the property insurance described in Paragraph 8.3 is jeopardized as a result thereof, or without providing reasonable 
assurances to minimize potential vandalism. 


(b)The failure of Lessee to make any payment of Rent or any Security Deposit required to be made by Lessee hereunder, whether 
to Lessor or to a third party, when due, to provide reasonable evidence of insurance or surety bond, or to fulfill any obligation under this Lease which 


endangers or threatens life or property, where such failure continues for a period of 3 business days following written notice to Lessee. THE 


ACCEPTANCE BY LESSOR OF A PARTIAL PAYMENT OF RENT OR SECURITY DEPOSIT SHALL NOT CONSTITUTE A WAIVER OF ANY OF 
LESSOR'S RIGHTS, INCLUDING LESSOR'S RIGHT TO RECOVER POSSESSION OF THE PREMISES. 


(c) The failure of Lessee to allow Lessor and/or its agents access to the premises or the commission of waste, act or acts 
constituting public or private nuisance, and/or an illegal activity on the Premises by Lessee, where such actions continue for a period of 3 business days 
following written notice to Lessee. 


(d)The failure by Lessee to provide (i) reasonable written evidence of compliance with Applicable Requirements, (ii) the service 
contracts, (iii) the rescission of an unauthorized assignment or subletting, (iv) an Estoppel Certificate or financial statements, (v) a requested 


subordination, (vi) evidence concerning any guaranty and/or Guarantor, (vii) any document requested under Paragraph 41, (viii) material safety data 
sheets (MSDS), or (ix) any other documentation or information which Lessor may reasonably require of Lessee under the terms of this Lease, where 
any such failure continues for a period of 10 days following written notice to Lessee. 


(e)A Default by Lessee as to the terms, covenants, conditions or provisions of this Lease, or of the rules adopted under Paragraph 
40 hereof, other than those described in subparagraphs 13.1(a), (b), (c) or (d), above, where such Default continues for a period of 30 days after written 
notice; provided, however, that if the nature of Lessee's Default is such that more than 30 days are reasonably required for its cure, then it shall not be 
deemed to be a Breach if Lessee commences such cure within said 30 day period and thereafter diligently prosecutes such cure to completion. 


(f) The occurrence of any of the following events: (i) the making of any general arrangement or assignment for the benefit of 
creditors; (ii) becoming a "debtor" as defined in 11 U.S.C. §101 or any successor statute thereto (unless, in the case of a petition filed against Lessee, 
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the same is dismissed within 60 days); (iii) the appointment of a trustee or receiver to take possession of substantially all of Lessee's assets located at 
the Premises or of Lessee's interest in this Lease, where possession is not restored to Lessee within 30 days; or (iv) the attachment, execution or other 


judicial seizure of substantially all of Lessee's assets located at the Premises or of Lessee's interest in this Lease, where such seizure is not discharged 
within 30 days; provided, however, in the event that any provision of this subparagraph is contrary to any applicable law, such provision shall be of no 


force or effect, and not affect the validity of the remaining provisions. 


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


(h) If the performance of Lessee's obligationsunder this Lease is guaranteed: (i) the death of a Guarantor, (ii) the termination of a 


Guarantor's liability with respect to this Lease other than in accordance with the terms of such guaranty, (iii) a Guarantor's becoming insolvent or the 


subject of a bankruptcy filing, (iv) a Guarantor's refusal to honor the guaranty, or (v) a Guarantor's breach of its guaranty obligation on an anticipatory 
basis, and Lessee's failure, within 60 days following written notice of any such event, to provide written alternative assurance or security, which, when 


coupled with the then existing resources of Lessee, equals or exceeds the combined financial resources of Lessee and the Guarantors that existed at 


the time of execution of this Lease. 


13.2 Remedies. If Lessee fails to perform any of its affirmative duties or obligations, within 10 days after written notice (or in case of an 


emergency, without notice), Lessor may, at its option, perform such duty or obligation on Lessee's behalf, including but not limited to the obtaining of 


reasonably required bonds, insurance policies, or governmental licenses, permits or approvals. Lessee shall pay to Lessor an amount equal to 115% of 
the costs and expenses incurred by Lessor in such performance upon receipt of an invoice therefor. In the event of a Breach, Lessor may, with or 
without further notice or demand, and without limiting Lessor in the exercise of any right or remedy which Lessor may have by reason of such Breach: 


(a) Terminate Lessee's right to possession of the Premises by any lawful means, in which case this Lease shall terminate and 


Lessee shall immediately surrender possession to Lessor. In such event Lessor shall be entitled to recover from Lessee: (i) the unpaid Rent which had 
been earned at the time of termination; (ii) the worth at the time of award of the amount by which the unpaid rent which would have been earned after 


termination until the time of award exceeds the amount of such rental loss that the Lessee proves could have been reasonably avoided; (Hi) the worth at 


the time of award of the amount by which the unpaid rent for the balance of the term after the time of award exceeds the amount of such rental loss that 
the Lessee proves could be reasonably avoided; and (iv) any other amount necessary to compensate Lessor for all the detriment proximately caused by 
the Lessee's failure to perform its obligations under this Lease or which in the ordinary course of things would be likely to result therefrom, including but 


not limited to the cost of recovering possession of the Premises, expenses of reletting, including necessary renovation and alteration of the Premises, 


reasonable attorneys' fees, and that portion of any leasing commission paid by Lessor in connection with this Lease applicable to the unexpired term of 
this Lease. The worth at the time of award of the amount referred to in provision (iii) of the immediately preceding sentence shall be computed by 
discounting such amount at the discount rate of the Federal Reserve Bank of the District within which the Premises are located at the time of award 
plus one percent. Efforts by Lessor to mitigate damages caused by Lessee's Breach of this Lease shall not waive Lessor's right to recover damages 


under Paragraph 12. If termination of this Lease is obtained through the provisional remedy of unlawful detainer, Lessor shall have the right to recover 
in such proceeding any unpaid Rent and damages as are recoverable therein, or Lessor may reserve the right to recover all or any part thereof in a 


separate suit. If a notice and grace period required under Paragraph 13.1 was not previously given, a notice to pay rent or quit, or to perform or quit 
given to Lessee under the unlawful detainer statute shall also constitute the notice required by Paragraph 13.1. In such case, the applicable grace 


period required by Paragraph 13.1 and the unlawful detainer statute shall run concurrently, and the failure of Lessee to cure the Default within the 
greater of the two such grace periods shall constitute both an unlawful detainer and a Breach of this Lease entitling Lessor to the remedies provided for 
in this Lease and/or by said statute. 


(b) Continue the Lease and Lessee's right to possession and recover the Rent as it becomes due, in which event Lessee may 
sublet or assign, subject only to reasonable limitations. Acts of maintenance, efforts to relet, and/or the appointment of a receiver to protect the 
Lessor's interests, shall not constitute a termination of the Lessee's right to possession. 


(c) Pursue any other remedy now or hereafter available under the laws or judicial decisions of the state wherein the Premises are 
located. The expiration or termination of this Lease and/or the termination of Lessee's right to possession shall not relieve Lessee from liability under 


any indemnity provisions of this Lease as to matters occurring or accruing during the term hereof or by reason of Lessee's occupancy of the Premises. 
13.3 Inducement Recapture. Any agreement for free or abated rent or other charges, or for the giving or paying by Lessor to or for 


Lessee of any cash or other bonus, inducement or consideration for Lessee's entering into this Lease, all of which concessions are hereinafter referred 
to as "Inducement Provisions," shall be deemed conditioned upon Lessee's full and faithful performance of all of the terms, covenants and conditions 
of this Lease. Upon Breach of this Lease by Lessee, any such Inducement Provision shall automatically be deemed deleted from this Lease and of no 
further force or effect, and any rent, other charge, bonus, inducement or consideration theretofore abated, given or paid by Lessor under such an 


inducement Provision shall be immediately due and payable by Lessee to Lessor, notwithstanding any subsequent cure of said Breach by Lessee. The 


acceptance by Lessor of rent or the cure of the Breach which initiated the operation of this paragraph shall not be deemed a waiver by Lessor of the 
provisions of this paragraph unless specifically so stated in writing by Lessor at the time of such acceptance. 


13.4 Late Charges. Lessee hereby acknowledges that late payment by Lessee of Rent will cause Lessor to incur costs not 
contemplated by this Lease, the exact amount of which will be extremely difficult to ascertain. Such costs include, but are not limited to, processing and 
accounting charges, and late charges which may be imposed upon Lessor by any Lender. Accordingly, if any Rent shall not be received by Lessor 


within 5 days after such amount shall be due, then, without any requirement for notice to Lessee, Lessee shall immediately pay to Lessor a one-time 
late charge equal to 10% of each such overdue amount or $100, whichever is greater. The Parties hereby agree that such late charge represents a fair 
and reasonable estimate of the costs Lessor will incur by reason of such late payment. Acceptance of such late charge by Lessor shall in no event 


constitute a waiver of Lessee's Default or Breach with respect to such overdue amount, nor prevent the exercise of any of the other rights and remedies 


granted hereunder. In the event that a late charge is payable hereunder, whether or not collected, for 3 consecutive installments of Base Rent, then 
notwithstanding any provision of this Lease to the contrary, Base Rent shall, at Lessor's option, become due and payable quarterly in advance. 


13.5 Interest. Any monetary payment due Lessor hereunder, other than late charges, not received by Lessor, when due as to 
scheduled payments (such as Base Rent) or within 30 days following the date on which it was due for non-scheduled payment, shall bear interest from 
the date when due, as to scheduled payments, or the 31st day after it was due as to non-scheduled payments. The interest ( "Interest") charged shall 
be computed at the rate of 10% per annum but shall not exceed the maximum rate allowed by law. Interest is payable in addition to the potential late 
charge provided for in Paragraph 13.4. 


13.6	 Breach by Lessor.
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(a)Notice of Breach. Lessor shall not be deemed in breach of this Lease unless Lessor fails within a reasonable time to perform 


an obligation required to be performed by Lessor. For purposes of this Paragraph, a reasonable time shall in no event be less than 30 days after 
receipt by Lessor, and any Lender whose name and address shall have been furnished to Lessee in writing for such purpose, of written notice 


specifying wherein such obligation of Lessor has not been performed; provided, however, that if the nature of Lessor's obligation is such that more than 


30 days are reasonably required for its performance, then Lessor shall not be in breach if performance is commenced within such 30 day period and 


thereafter diligently pursued to completion. 


(b)Performance by Lessee on Behalf of Lessor. In the event that neither Lessor nor Lender cures said breach within 30 days 


after receipt of said notice, or if having commenced said cure they do not diligently pursue it to completion, then Lessee may elect to cure said breach 
at Lessee's expense and offset from Rent the actual and reasonable cost to perform such cure, provided however, that such offset shall not exceed an 


amount equal to the greater of one month's Base Rent or the Security Deposit, reserving Lessee's right to seek reimbursement from Lessor for any 


such expense in excess of such offset. Lessee shall document the cost of said cure and supply said documentation to Lessor. 
14. Condemnation. If the Premises or any portion thereof are taken under the power of eminent domain or sold under the threat of the exercise 


of said power (collectively "Condemnation"), this Lease shall terminate as to the part taken as of the date the condemning authority takes title or 


possession, whichever first occurs. If more than 10% of the Building, or more than 25% of that portion of the Premises not occupied by any building, is 
taken by Condemnation, Lessee may, at Lessee's option, to be exercised in writing within 10 days after Lessor shall have given Lessee written notice of 


such taking (or in the absence of such notice, within 10 days after the condemning authority shall have taken possession) terminate this Lease as of the 


date the condemning authority takes such possession. If Lessee does not terminate this Lease in accordance with the foregoing, this Lease shall 


remain in full force and effect as to the portion of the Premises remaining, except that the Base Rent shall be reduced in proportion to the reduction in 
utility of the Premises caused by such Condemnation. Condemnation awards and/or payments shall be the property of Lessor, whether such award 


shall be made as compensation for diminution in value of the leasehold, the value of the part taken, or for severance damages; provided, however, that 
Lessee shall be entitled to any compensation paid by the condemnor for Lessee's relocation expenses, loss of business goodwill and/or Trade Fixtures, 


without regard to whether or not this Lease is terminated pursuant to the provisions of this Paragraph. All Alterations and Utility Installations made to 


the Premises by Lessee, for purposes of Condemnation only, shall be considered the property of the Lessee and Lessee shall be entitled to any and all 


compensation which is payable therefor. In the event that this Lease is not terminated by reason of the Condemnation, Lessor shall repair any damage 


to the Premises caused by such Condemnation. 


15.	 Brokerage Fees. 
15.1 Additional Commission. In addition to the payments owed pursuant to Paragraph 1.9 above, and unless Lessor and the Brokers 


otherwise agree in writing, Lessor agrees that: (a) if Lessee exercises any Option, (b) if Lessee or anyone affiliated with Lessee acquires any rights to 


the Premises or other premises owned by Lessor and located within the same Project, if any, within which the Premises is located, (c) if Lessee 
remains in possession of the Premises, with the consent of Lessor, after the expiration of this Lease, or (d) if Base Rent is increased, whether by 


agreement or operation of an escalation clause herein, then, Lessor shall pay Brokers a fee in accordance with the schedule of the Brokers in effect at 
the time of the execution of this Lease. 


15.2 Assumption of Obligations. Any buyer or transferee of Lessor's interest in this Lease shall be deemed to have assumed Lessor's 
obligation hereunder. Brokers shall be third party beneficiaries of the provisions of Paragraphs 1.9, 15, 22 and 31. If Lessor fails to pay to Brokers any 
amounts due as and for brokerage fees pertaining to this Lease when due, then such amounts shall accrue Interest. In addition, if Lessor fails to pay 
any amounts to Lessee's Broker when due, Lessee's Broker may send written notice to Lessor and Lessee of such failure and if Lessor fails to pay 


such amounts within 10 days after said notice, Lessee shall pay said monies to its Broker and offset such amounts against Rent. In addition, Lessee's 
Broker shall be deemed to be a third party beneficiary of any commission agreement entered into by and/or between Lessor and Lessor's Broker for the 
limited purpose of collecting any brokerage fee owed. 


15.3 Representations and Indemnities of Broker Relationships. Lessee and Lessor each represent and warrant to the other that it 
has had no dealings with any person, firm, broker or finder (other than the Brokers, if any) in connection with this Lease, and that no one other than said 
named Brokers is entitled to any commission or finder's fee in connection herewith. Lessee and Lessor do each hereby agree to indemnify, protect, 


defend and hold the other harmless from and against liability for compensation or charges which may be claimed by any such unnamed broker, finder 
or other similar party by reason of any dealings or actions of the indemnifying Party, including any costs, expenses, attorneys' fees reasonably incurred 
with respect thereto. 
16.	 Estoppel Certificates. 


(a) Each Party (as "Responding Party") shall within 10 days after written notice from the other Party (the "Requesting Party") 
execute, acknowledge and deliver to the Requesting Party a statement in writing in form similar to the then most current "Estoppel Certificate" form 
published by the AIR Commercial Real Estate Association, plus such additional information, confirmation and/or statements as may be reasonably 
requested by the Requesting Party. 


(b) If the Responding Party shall fail to execute or deliver the Estoppel Certificate within such 10 day period, the Requesting Party 
may execute an Estoppel Certificate stating that: (i) the Lease is in full force and effect without modification except as may be represented by the 


Requesting Party, (ii) there are no uncured defaults in the Requesting Party's performance, and (iii) if Lessor is the Requesting Party, not more than one 
month's rent has been paid in advance. Prospective purchasers and encumbrancers may rely upon the Requesting Party's Estoppel Certificate, and the 
Responding Party shall be estopped from denying the truth of the facts contained in said Certificate. 


(c) If Lessor desires to finance, refinance, or sell the Premises, orany part thereof, Lessee and all Guarantors shall within 10 days 
after written notice from Lessor deliver to any potential lender or purchaser designated by Lessor such financial statements as may be reasonably 


required by such lender or purchaser, including but not limited to Lessee's financial statements for the past 3 years. All such financial statements shall 
be received by Lessor and such lender or purchaser in confidence and shall be used only for the purposes herein set forth. 
17. Definition of Lessor. The term "Lessor" as used herein shall mean the owner or owners at the time in question of the fee title to the 
Premises, or, if this is a sublease, of the Lessee's interest in the prior lease. In the event of a transfer of Lessor's title or interest in the Premises or this 
Lease, Lessor shall deliver to the transferee or assignee (in cash or by credit) any unused Security Deposit held by Lessor. Upon such transfer or 
assignment and delivery of the Security Deposit, as aforesaid, the prior Lessor shall be relieved of all liability with respect to the obligations and/or 
covenants under this Lease thereafter to be performed by the Lessor. Subject to the foregoing, the obligations and/or covenants in this Lease to be 
performed by the Lessor shall be binding only upon the Lessor as hereinabove defined. 
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18.	 'Severability. The invalidity of any provision of this Lease, as determined by a court of competent jurisdiction, shall in no way affect the 


validity of any other provision hereof. 


19.	 Days. Unless otherwise specifically indicated to the contrary, the word "days" as used in this Lease shall mean and refer to calendar days. 
20. Limitation on Liability. The obligations of Lessor under this Lease shall not constitute personal obligations of Lessor or its partners, 


members, directors, officers or shareholders, and Lessee shall look to the Premises, and to no other assets of Lessor, for the satisfaction of any liability 
of Lessor with respect to this Lease, and shall not seek recourse against Lessor's partners, members, directors, officers or shareholders, or any of their 


personal assets for such satisfaction. 


21.	 Time of Essence. Time is of the essence with respect to the performance of all obligations to be performed or observed by the Parties under 


this Lease. 


22. No Prior or Other Agreements; Broker Disclaimer. This Lease contains all agreements between the Parties with respect to any matter 


mentioned herein, and no other prior or contemporaneous agreement or understanding shall be effective. Lessor and Lessee each represents and 
warrants to the Brokers that it has made, and is relying solely upon, its own investigation as to the nature, quality, character and financial responsibility 


of the other Party to this Lease and as to the use, nature, quality and character of the Premises. Brokers have no responsibility with respect thereto or 


with respect to any default or breach hereof by either Party. 


23.	 Notices. 
23.1 Notice Requirements. All notices required or permitted by this Lease or applicable law shall be in writing and may be delivered in 


person (by hand or by courier) or may be sent by regular, certified or registered mail or U.S. Postal Service Express Mail, with postage prepaid, or by 
facsimile transmission, and shall be deemed sufficiently given if served in a manner specified in this Paragraph 23. The addresses noted adjacent to a 


Party's signature on this Lease shall be that Party's address for delivery or mailing of notices. Either Party may by written notice to the other specify a 
different address for notice, except that upon Lessee's taking possession of the Premises, the Premises shall constitute Lessee's address for notice. A 


copy of all notices to Lessor shall be concurrently transmitted to such party or parties at such addresses as Lessor may from time to time hereafter 


designate in writing. 


23.2 Date of Notice. Any notice sent by registered or certified mail, return receipt requested, shall be deemed given on the date of 
delivery shown on the receipt card, or if no delivery date is shown, the postmark thereon. If sent by regular mail the notice shall be deemed given 72 
hours after the same is addressed as required herein and mailed with postage prepaid. Notices delivered by United States Express Mail or overnight 


courier that guarantee next day delivery shall be deemed given 24 hours after delivery of the same to the Postal Service or courier. Notices transmitted 
by facsimile transmission or similar means shall be deemed delivered upon telephone confirmation of receipt (confirmation report from fax machine is 
sufficient), provided a copy is also delivered via delivery or mail. If notice is received on a Saturday, Sunday or legal holiday, it shall be deemed 


received on the next business day. 


24.	 Waivers.
(a) No waiverby Lessorof theDefault orBreach ofany term,covenant orcondition hereof by Lessee,shall bedeemed awaiver ofany 


other term, covenant or condition hereof, or of any subsequent Default or Breach by Lessee of the same or of any other term, covenant or condition 
hereof. Lessor's consent to, or approval of, any act shall not be deemed to render unnecessary the obtaining of Lessor's consent to, or approval of, any 
subsequent or similar act by Lessee, or be construed as the basis of an estoppel to enforce the provision or provisions of this Lease requiring such 
consent.


(b) The acceptance of Rent by Lessor shall not be a waiver of any Default or Breach by Lessee. Any payment by Lessee may be 


accepted by Lessor on account of moneys or damages due Lessor, notwithstanding any qualifying statements or conditions made by Lessee in 
connection therewith, which such statements and/or conditions shall be of no force or effect whatsoever unless specifically agreed to in writing by 


Lessor at or before the time of deposit of such payment. 
(c) THE PARTIES AGREE THAT THE TERMS OF THIS LEASE SHALL GOVERN WITH REGARD TO ALL MATTERS RELATED 


THERETO AND HEREBY WAIVE THE PROVISIONS OF ANY PRESENT OR FUTURE STATUTE TO THE EXTENT THAT SUCH STATUTE IS 
INCONSISTENT WITH THIS LEASE. 
25.	 Disclosures Regarding The Nature of a Real Estate Agency Relationship. 


(a)	 When entering into a discussion with a real estate agent regarding a real estate transaction, a Lessor or Lessee should 
from the outset understand what type of agency relationship or representation it has with the agent or agents in the transaction. Lessor and Lessee 
acknowledge being advised by the Brokers in this transaction, as follows: 


(i) Lessor's Agent. A Lessor's agent under a listing agreement with the Lessor acts as the agent for the Lessor only. A 
Lessor's agent or subagent has the following affirmative obligations: To the Lessor: A fiduciary duty and a duty to protect and promote the Lessor's 
interests. To the Lessee and Other Parties: A duty to deal fairly with the Lessee and other parties to the transactions. To All Parties. A duty to disclose 
in writing any information known to the agent materially affecting the consideration to be paid by any Party or the value or desirability of the property. An 
agent is not obligated to reveal to either Party any confidential information obtained from the other Party which does not involve the affirmative duties 
set forth above.


(ii) Lessee's Agent. An agent can agree to act as agent for the Lessee only. In these situations, the agent is not the 
Lessor's agent, even if by agreement the agent may receive compensation for services rendered, either in full or in part from the Lessor. An agent 
acting only for a Lessee has the following affirmative obligations. To the Lessee: A fiduciary duty and a duty to protect and promote the Lessee's 
interests. To the Lessor and Other Parties  : A duty to deal fairly with the Lessor and other parties to the transation. To All Parties. A duty to disclose in 
writing any information known to the agent materially affecting the consideration to be paid by any Party or the value or desirability of the property . An 
agent is not obligated to reveal to either Party any confidential information obtained from the other Party which does not involve the affirmative duties 
set forth above.


(iii) Agent Representing Both Lessor and Lessee  . A real estate agent, either acting directly or through one or more associate 
licenses, can legally be the agent of both the Lessor and the Lessee in a transaction, but only with the knowledge and consent of both the Lessor and 
the Lessee. In a dual agency situation, the agent has the following affirmative obligations to both the Lessor and the Lessee: a. A fiduciary duty and a 
duty to protect and promote the interest of both Parties in the dealings with either Lessor or the Lessee. b. Other duties to the Lessor and the Lessee 
as stated above in subparagraphs (i) or (ii). In representing both Lessor and Lessee, the agent may not without the express permission of the respective 
Party, disclose to the other Party that the Lessor will accept rent in an amount less than that indicated in the listing or that the Lessee is willing to pay a 
higher rent than that offered. The above duties of the agent in a real estate transaction do not relieve a Lessor or Lessee from the responsibility to 
protect their own interests. Lessor and Lessee should carefully read all agreements to assure that they adequately express their understanding of the 
transaction. A real estate agent is a person qualified to advise about real estate. If legal or tax advice is desired, consult a competent professional. 
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(b) Brokers have no responsibility with respect to any default or breach hereof by either Party.. The Parties agree that no 
lawsuit or other legal proceeding involving any breach of duty, error or omission relating to this Lease may be brought against Broker more than one 
year after the Start Date and that the liability (including court costs and attorneys' fees), of any Broker with respect to any such lawsuit and/or legal 
proceeding shall not exceed the fee received by such Broker pursuant to this Lease; provided, however, that the foregoing limitation on each Broker's 
liability shall not be applicable to any gross negligence or willful misconduct of such Broker. 


(c) Lessor and Lessee agree to identify to Brokers as "Confidential" any communication or information given Brokers that is 


considered by such Party to be confidential. 


26. No Right To Holdover. Lessee has no right to retain possession of the Premises or any part thereof beyond the expiration or termination of 


this Lease. In the event that Lessee holds over, then the Base Rent shall be increased to 150% of the Base Rent applicable immediately preceding the 


expiration or termination. Nothing contained herein shall be construed as consent by Lessor to any holding over by Lessee. 


27. Cumulative Remedies. No remedy or election hereunder shall be deemed exclusive but shall, wherever possible, be cumulative with all 


other remedies at law or in equity. 


28. Covenants and Conditions; Construction of Agreement. All provisions of this Lease to be observed or performed by Lessee are both 


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


29. Binding Effect; Choice of Law. This Lease shall be binding upon the Parties, their personal representatives, successors and assigns and 
be governed by the laws of the State in which the Premises are located. Any litigation between the Parties hereto concerning this Lease shall be 


initiated in the county in which the Premises are located. 


30. Subordination; Attornment; Non-Disturbance. 


30.1 Subordination. This Lease and any Option granted hereby shall be subject and subordinate to any ground lease, mortgage, deed 


of trust, or other hypothecation or security device (collectively, "Security Device"), now or hereafter placed upon the Premises, to any and all advances 
made on the security thereof, and to all renewals, modifications, and extensions thereof. Lessee agrees that the holders of any such Security Devices 


(in this Lease together referred to as "Lender") shall have no liability or obligation to perform any of the obligations of Lessor under this Lease. Any 
Lender may elect to have this Lease and/or any Option granted hereby superior to the lien of its Security Device by giving written notice thereof to 


Lessee, whereupon this Lease and such Options shall be deemed prior to such Security Device, notwithstanding the relative dates of the 
documentation or recordation thereof. 


30.2 Attornment. In the event that Lessor transfers title to the Premises, or the Premises are acquired by another upon the foreclosure 
or termination of a Security Device to which this Lease is subordinated (i) Lessee shall, subject to the non-disturbance provisions of Paragraph 30.3, 


attorn to such new owner, and upon request, enter into a new lease, containing all of the terms and provisions of this Lease, with such new owner for 
the remainder of the term hereof, or, at the election of the new owner, this Lease will automatically become a new lease between Lessee and such new 
owner, and (ii) Lessor shall thereafter be relieved of any further obligations hereunder and such new owner shall assume all of Lessor's obligations , 
except that such new owner shall not: (a) be liable for any act or omission of any prior lessor or with respect to events occurring prior to acquisition of 
ownership; (b) be subject to any offsets or defenses which Lessee might have against any prior lessor, (c) be bound by prepayment of more than one 
month's rent, or (d) be liable for the return of any security deposit paid to any prior lessor. 


30.3 Non-Disturbance. With respect to Security Devices entered into by Lessor after the execution of this Lease, Lessee's 
subordination of this Lease shall be subject to receiving a commercially reasonable non-disturbance agreement (a "Non-Disturbance Agreement" ) 
from the Lender which Non-Disturbance Agreement provides that Lessee's possession of the Premises, and this Lease, including any options to extend 


the term hereof, will not be disturbed so long as Lessee is not in Breach hereof and attorns to the record owner of the Premises. Further, within 60 
days after the execution of this Lease, Lessor shall, if requested by Lessee, use its commercially reasonable efforts to obtain a Non-Disturbance 
Agreement from the holder of any pre-existing Security Device which is secured by the Premises. In the event that Lessor is unable to provide the 
Non-Disturbance Agreement within said 60 days, then Lessee may, at Lessee's option, directly contact Lender and attempt to negotiate for the 
execution and delivery of a Non-Disturbance Agreement. 


30.4 Self-Executing. The agreements contained in this Paragraph 30 shall be effective without the execution of any further documents; 
provided, however, that, upon written request from Lessor or a Lender in connection with a sale, financing or refinancing of the Premises, Lessee and 


Lessor shall execute such further writings as may be reasonably required to separately document any subordination, attornment and/or 
Non-Disturbance Agreement provided for herein. 


31. Attorneys' Fees. If any Party or Broker brings an action or proceeding involving the Premises whether founded in tort, contract or equity, or 
to declare rights hereunder, the Prevailing Party (as hereafter defined) in any such proceeding, action, or appeal thereon, shall be entitled to reasonable 


attorneys' fees. Such fees may be awarded in the same suit or recovered in a separate suit, whether or not such action or proceeding is pursued to 
decision or judgment. The term, "Prevailing Party" shall include, without limitation, a Party or Broker who substantially obtains or defeats the relief 
sought, as the case may be, whether by compromise, settlement, judgment, or the abandonment by the other Party or Broker of its claim or defense. 


The attorneys' fees award shall not be computed in accordance with any court fee schedule, but shall be such as to fully reimburse all attorneys' fees 


reasonably incurred. In addition, Lessor shall be entitled to attorneys' fees, costs and expenses incurred in the preparation and service of notices of 
Default and consultations in connection therewith, whether or not a legal action is subsequently commenced in connection with such Default or resulting 
Breach ($200 is a reasonable minimum per occurrence for such services and consultation). 
32. Lessor's Access; Showing Premises; Repairs. Lessor and Lessor's agents shall have the right to enter the Premises at any time, in the 
case of an emergency, and otherwise at reasonable times after reasonable prior notice for the purpose of showing the same to prospective purchasers, 
lenders, or tenants, and making such alterations, repairs, improvements or additions to the Premises as Lessor may deem necessary or desirable and 
the erecting, using and maintaining of utilities, services, pipes and conduits through the Premises and/or other premises as long as there is no material 
adverse effect to Lessee's use of the Premises. All such activities shall be without abatement of rent or liability to Lessee. 
33. Auctions. Lessee shall not conduct, nor permit to be conducted, any auction upon the Premises without Lessor's prior written consent. 
Lessor shall not be obligated to exercise any standard of reasonableness in determining whether to permit an auction. 
34. Signs. Lessor may place on the Premises ordinary "For Sale" signs at any time and ordinary "For Lease" signs during the last 6 months of 
the term hereof. Except for ordinary "for sublease" signs, Lessee shall not place any sign upon the Premises without Lessor's prior written consent. All 
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signs must comply with all Applicable Requirements. 


35. Termination; Merger. Unless specifically stated otherwise in writing by Lessor, the voluntary or other surrender of this Lease by Lessee, the 
mutual termination or cancellation hereof, or a termination hereof by Lessor for Breach by Lessee, shall automatically terminate any sublease or lesser 


estate in the Premises; provided, however, that Lessor may elect to continue any one or all existing subtenancies. Lessor's failure within 10 days 
following any such event to elect to the contrary by written notice to the holder of any such lesser interest, shall constitute Lessor's election to have 


such event constitute the termination of such interest. 


36. Consents. Except as otherwise provided herein, wherever in this Lease the consent of a Party is required to an act by or for the other Party, 


such consent shall not be unreasonably withheld or delayed. Lessor's actual reasonable costs and expenses (including but not limited to architects', 
attorneys', engineers' and other consultants' fees) incurred in the consideration of, or response to, a request by Lessee for any Lessor consent, 


including but not limited to consents to an assignment, a subletting or the presence or use of a Hazardous Substance, shall be paid by Lessee upon 
receipt of an invoice and supporting documentation therefor. Lessor's consent to any act, assignment or subletting shall not constitute an 
acknowledgment that no Default or Breach by Lessee of this Lease exists, nor shall such consent be deemed a waiver of any then existing Default or 
Breach, except as may be otherwise specifically stated in writing by Lessor at the time of such consent. The failure to specify herein any particular 
condition to Lessor's consent shall not preclude the imposition by Lessor at the time of consent of such further or other conditions as are then 


reasonable with reference to the particular matter for which consent is being given. In the event that either Party disagrees with any determination 
made by the other hereunder and reasonably requests the reasons for such determination, the determining party shall furnish its reasons in writing and 


in reasonable detail within 10 business days following such request. 


37.	 Guarantor. 
37.1	 Execution. The Guarantors, if any, shall each execute a guaranty in the form most recently published by the AIR Commercial Real 


Estate Association for use in the State of Arizona. 


37.2 Default. It shall constitute a Default of the Lessee if any Guarantor fails or refuses, upon request to provide: (a) evidence of the 
execution of the guaranty, including the authority of the party signing on Guarantor's behalf to obligate Guarantor, and in the case of a corporate 
Guarantor, a certified copy of a resolution of its board of directors authorizing the making of such guaranty, (b) current financial statements, (c) an 


Estoppel Certificate, or (d) written confirmation that the guaranty is still in effect. 


38. Quiet Possession. Subject to payment by Lessee of the Rent and performance of all of the covenants, conditions and provisions on 
Lessee's part to be observed and performed under this Lease, Lessee shall have quiet possession and quiet enjoyment of the Premises during the term 


hereof. 


39.	 Options. If Lessee is granted an Option, as defined below, then the following provisions shall apply: 


39.1 Definition. "Option" shall mean: (a) the right to extend or reduce the term of or renew this Lease or to extend or reduce the term 
of or renew any lease that Lessee has on other property of Lessor; (b) the right of first refusal or first offer to lease either the Premises or other property 


of Lessor; (c) the right to purchase, the right of first offer to purchase or the right of first refusal to purchase the Premises or other property of Lessor. 


39.2 Options Personal To Original Lessee. Any Option granted to Lessee in this Lease is personal to the original Lessee, and cannot 
be assigned or exercised by anyone other than said original Lessee and only while the original Lessee is in full possession of the Premises and, if 


requested by Lessor, with Lessee certifying that Lessee has no intention of thereafter assigning or subletting. 


39.3	 Multiple Options. In the event that Lessee has any multiple Options to extend or renew this Lease, a later Option cannot be 
exercised unless the prior Options have been validly exercised. 


39.4	 Effect of Default on Options. 
(a)Lessee shall have no right to exercise an Option: (i) during the period commencing with the giving of any notice of Default and 


continuing until said Default is cured, (ii) during the period of time any Rent is unpaid (without regard to whether notice thereof is given Lessee), (iii) 
during the time Lessee is in Breach of this Lease, or (iv) in the event that Lessee has been given 3 or more notices of separate Default, whether or not 
the Defaults are cured, during the 12 month period immediately preceding the exercise of the Option. 


(b)The period of time withinwhich an Option may be exercised shall not be extended or enlarged by reason of Lessee's inabilityto 
exercise an Option because of the provisions of Paragraph 39.4(a). 


(c)An Option shall terminate and be of no further force or effect, notwithstanding Lessee's due and timely exercise of the Option, if, 


after such exercise and prior to the commencement of the extended term or completion of the purchase, (i) Lessee fails to pay Rent for a period of 30 
days after such Rent becomes due (without any necessity of Lessor to give notice thereof), or (ii) if Lessee commits a Breach of this Lease. 


40. Multiple Buildings. If the Premises are a part of a group of buildings controlled by Lessor, Lessee agrees that it will abide by and conform to 
all reasonable rules and regulations which Lessor may make from time to time for the management, safety, and care of said properties, including the 
care and cleanliness of the grounds and including the parking, loading and unloading of vehicles, and to cause its employees, suppliers, shippers, 


customers, contractors and invitees to so abide and conform. Lessee also agrees to pay its fair share of common expenses incurred in connection with 
such rules and regulations. 


41. Security Measures. Lessee hereby acknowledges that the Rent payable to Lessor hereunder does not include the cost of guard service or 
other security measures, and that Lessor shall have no obligation whatsoever to provide same. Lessee assumes all responsibility for the protection of 


the Premises, Lessee, its agents and invitees and their property from the acts of third parties. 


42. Reservations. Lessor reserves to itself the right, from time to time, to grant, without the consent or joinder of Lessee, such easements, 
rights and dedications that Lessor deems necessary, and to cause the recordation of parcel maps and restrictions, so long as such easements, rights, 
dedications, maps and restrictions do not unreasonably interfere with the use of the Premises by Lessee. Lessee agrees to sign any documents 
reasonably requested by Lessor to effectuate any such easement rights, dedication, map or restrictions. 
43. Performance Under Protest. If at any time a dispute shall arise as to any amount or sum of money to be paid by one Party to the other 
under the provisions hereof, the Party against whom the obligation to pay the money is asserted shall have the right to make payment "under protest" 
and such payment shall not be regarded as a voluntary payment and there shall survive the right on the part of said Party to institute suit for recovery of 
such sum. If it shall be adjudged that there was no legal obligation on the part of said Party to pay such sum or any part thereof, said Party shall be 
entitled to recover such sum or so much thereof as it was not legally required to pay. A Party who does not initiate suit for the recovery of sums paid 
"under protest" within 6 months shall be deemed to have waived its right to protest such payment. 
44.	 Authority; Multiple Parties; Execution. 


(a)	 If either Party hereto is a corporation, trust, limited liability company, partnership, or similar entity, each individual 
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executing this Lease on behalf of such entity represents and warrants that he or she is duly authorized to execute and deliver this Lease on its behalf. 


Each Party shall, within 30 days after request, deliver to the other Party satisfactory evidence of such authority. 


(b) If this Lease is executed by more than one person or entity as "Lessee", each such person or entity shall be jointly and 


severally liable hereunder. It is agreed that any one of the named Lessees shall be empowered to execute any amendment to this Lease, or other 


document ancillary thereto and bind all of the named Lessees, and Lessor may rely on the same as if all of the named Lessees had executed such 


document.


(c) This Lease may be executed by the Parties in counterparts, each of which shall be deemed an original and all of which 


together shall constitute one and the same instrument. 


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


typewritten or handwritten provisions. 


46. Offer. Preparation of this Lease by either Party or their agent and submission of same to the other Party shall not be deemed an offer to 


lease to the other Party. This Lease is not intended to be binding until executed and delivered by all Parties hereto. 


47. Amendments. This Lease may be modified only in writing, signed by the Parties in interest at the time of the modification. As long as they 


do not materially change Lessee's obligations hereunder, Lessee agrees to make such reasonable non-monetary modifications to this Lease as may be 


reasonably required by a Lender in connection with the obtaining of normal financing or refinancing of the Premises. 


48. Waiver of Jury Trial. THE PARTIES HEREBY WAIVE THEIR RESPECTIVE RIGHTS TO TRIAL BY JURY IN ANY ACTION OR 


PROCEEDING INVOLVING THE PROPERTY OR ARISING OUT OF THIS AGREEMENT. 
49. Mediation and Arbitration of Disputes. An Addendum requiring the Mediation and/or the Arbitration of disputes between the Parties and/or 


Brokers arising out of this Lease q is q is not attached to this Lease. 


50. Americans with Disabilities Act. Since compliance with the Americans with Disabilities Act (ADA) is dependent upon Lessee's specific use 


of the Premises, Lessor makes no warranty or representation as to whether or not the Premises comply with ADA or any similar legislation. In the 


event that Lessee's use of the Premises requires modifications or additions to the Premises in order to be in ADA compliance, Lessee agrees to make 


any such necessary modifications and/or additions at Lessee's expense. 


LESSOR AND LESSEE HAVE CAREFULLY READ AND REVIEWED THIS LEASE AND EACH TERM AND PROVISION CONTAINED HEREIN, AND 


BY THE EXECUTION OF THIS LEASE SHOW THEIR INFORMED AND VOLUNTARY CONSENT THERETO. THE PARTIES HEREBY AGREE 


THAT, AT THE TIME THIS LEASE IS EXECUTED, THE TERMS OF THIS LEASE ARE COMMERCIALLY REASONABLE AND EFFECTUATE THE 


INTENT AND PURPOSE OF LESSOR AND LESSEE WITH RESPECT TO THE PREMISES. 


ATTENTION: NO REPRESENTATION OR RECOMMENDATION IS MADE BY THE AIR COMMERCIAL REAL ESTATE ASSOCIATION OR BY ANY 
BROKER AS TO THE LEGAL SUFFICIENCY, LEGAL EFFECT, OR TAX CONSEQUENCES OF THIS LEASE OR THE TRANSACTION TO WHICH 


IT RELATES. THE PARTIES ARE URGED TO: 


1. SEEK ADVICE OF COUNSEL AS TO THE LEGAL AND TAX CONSEQUENCES OF THIS LEASE. 
2. RETAIN APPROPRIATE CONSULTANTS TO REVIEW AND INVESTIGATE THE CONDITION OF THE PREMISES. SAID INVESTIGATION 
SHOULD INCLUDE BUT NOT BE LIMITED TO: THE POSSIBLE PRESENCE OF HAZARDOUS SUBSTANCES, THE ZONING OF THE PREMISES, 


THE STRUCTURAL INTEGRITY, THE CONDITION OF THE ROOF AND OPERATING SYSTEMS, AND THE SUITABILITY OF THE PREMISES FOR 


LESSEES INTENDED USE. 


WARNING: IF THE PREMISES IS LOCATED IN A STATE OTHER THAN ARIZONA, CERTAIN PROVISIONS OF THE LEASE MAY NEED TO BE 


REVISED TO COMPLY WITH THE LAWS OF THE STATE IN WHICH THE PREMISES IS LOCATED. 


Note: If either Party to this Lease is a married individual, both spouses may need to execute this Lease in order to bind the marital 
community. 


The parties hereto have executed this Lease at the place and on the dates specified above their respective signatures. 


Executed at:	 Executed at: 
On:	 On: 


By LESSEE: 


GLOBAL RENAISSANCE ACADEMY OF DISTINGUISHED  


EDUCATION, AN ARIZONA NONPROFIT CORPORATION,  


DBA GRAND CANYON PREP 


By LESSOR: 


EASLEY SUNLAND TUJUNGA, L.L.C.


By: 
Name Printed: Jay Easley 
Ttile: 


By: 


Name Printed: 
Title: 


Address: 10230 Wheatland Ave. 
Sunland, CA 91040  


Telephone:(  8 1 8) 898-1900  


Facsimile:( 	 ) 	  


Federal ID No.


By: 


Name Printed: David Gordon 
Title: School Director  
By: 
Name Printed: 	  
Title: 	  
Address: 7541 S. Willow  
Tempe, AZ 85283  


Telephone:(  4 8 0  ) 2 3 3 — 3622  


Facsimile:( 	 ) 
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Federal ID No. 


LESSOR'S BROKER: 	 LESSEE'S BROKER: 
DAUM COMMERCIAL REAL ESTATE SERVICES	 DAUM COMMERCIAL REAL ESTATE SERVICES 


Attn: Rich Sica/Jay Krew 	 Atm: Rich Sica/Jay Krew 


Title: 	  Title: 	  
Address:	 Address: 


Telephone:( 	 )
	


Telephone:( 	 ) 
Facsimile:( 	 ) 	
	


Facsimile:( 	 ) 
Federal ID No. 	 Federal ID No. 


NOTICE: These forms are often modified to meet changing requirements of law and industry needs. Always write or call to make sure you 
are utilizing the most current form: AIR Commercial Real Estate Association, 800 W 6th Street, Suite 800, Los Angeles, CA 90017. 


Telephone No. (213) 687-8777. Fax No.: (213) 687-8616. 


© Copyright 2001 - By AIR Commercial Real Estate Association.

All rights reserved. 


No part of these works may be reproduced in any form without permission in writing. 
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ADDENDUM 


This Addendum ("Addendum") is part of that certain Standard 
Industrial/Commercial Single-Tenant Lease-Net dated June 3, 2010 (the "Lease"), by 
and between EASLEY SUNLAND/TUJUNGA, LLC, as Lessor, and GLOBAL 
RENAISSANCE ACADEMY OF DISTINGUISHED EDUCATION, an Arizona nonprofit 
corporation, dba Grand Canyon Prep, as Lessee, for the Premises located at 
2301 South McClintock Drive, Tempe, Arizona. Each capitalized, but undefined term, 
used in this Addendum shall have the same meaning as is set forth in the Lease. 


In the event of any conflict between the terms and conditions contained in this 
Addendum and the terms and conditions contained in the Lease, this Addendum shall 
control.


51. NNN RENT SCHEDULE: 


7/1/2010 — 7/31/2010
	


$6,000.00/month, NNN plus tax 
8/1/2010 — 10/31/2010
	


Rent Free, Net 
11/1/2010 — 5/31/2011
	


$6,000.00/month, NNN plus tax 
6/1/2011 — 8/31/2013
	


$9,250.00/month, NNN plus tax 


All Rent payments shall be made by automatic transfer to such bank account as 
may be designated by Landlord from time to time. 


52. TENANT IMPROVEMENTS: Lessor, at Lessor's expense, shall provide 
the following Tenant Improvements: 


A. All HVAC, plumbing and electrical fixtures shall be in good working 
order and shall be warranted by Lessor during the first (1 st ) year of the Lease Term. 
Lessee's financial obligation for repairs and replacements to HVAC shall be limited to 
$500 per unit per occurrence for the first two (2) years of the Lease Term. Thereafter, 
the full cost of all HVAC repairs and replacements to be Lessee's responsibility. 


B. The roof will be repaired and Lessor will warrant those repairs for a 
term of three (3) years. If Lessee exercises its "First Right of Refusal" at any time within 
that three (3) year term, Lessor's warranty shall end. 


C. Repair/replace all broken or discolored ceiling tiles. 


D. One time professional janitorial service shall be performed prior to 
occupancy. 


0: \ Home LIEN T S\ Easley05940 DocsDrafts \ 20100615 Addendum to Lease.doc







Lessee agrees to take the Premises in "as is" condition, except for the foregoing 
improvements. 


53. RIGHT OF FIRST REFUSAL: Lessor grants to Lessee a Right of First 
Refusal for the entire Term of this Lease, including any extension periods beyond the 
initial three (3) year Term. In the event that Lessor receives a purchase offer that 
Lessor is prepared to accept, Lessor shall provide Lessee with written notice of the 
purchase offer setting forth the terms of the offer. Lessee shall then have ten (10) days 
to provide Lessor with written notice of Lessee's election to purchase the Premises on 
the same terms and conditions as are set forth in the offer. If Lessee does not exercise 
its right of first refusal, Lessor shall be entitled to complete the sale of the property. If 
the sale is not completed, the Right of First Refusal shall remain in effect for the 
remainder of the initial Lease Term. 


54. OPTION TO RENEW: Lessor grants to Lessee two (2) one (1) year lease 
extensions, with the lease rate to be as follows: 


9/1/2013 — 8/31/2014	 $10,000.00/month plus tax 
9/1/2014 — 8/31/2015	 $10,750.00/month plus tax 


Each extension must be exercised by written notice to Lessor no later than ninety (90) 
days prior to the expiration of the existing Lease Term. 


55. CONTINGENCY: This lease is contingent upon Lessee obtaining a use 
permit from the City of Tempe on or before the Commencement Date. 


56. TRIPLE NET LEASE: Tenant specifically acknowledges that the Lease is 
a triple-net lease and that, except as specifically provided in the Lease or this 
Addendum, Tenant shall be responsible for all repairs and improvements to the 
Premises required in order for Tenant to utilize the Premises or in order for the 
Premises to comply with applicable laws. Accordingly, the obligations of Landlord set 
forth in Sections 2.3 and 7.1.(d) of the Lease shall be borne by Tenant. 


57. IMPROVEMENTS: Any improvements to the Premises made by Tenant 
in accordance with Section 7.3.(b) of the Lease shall be subject to Landlord's prior 
consent in Landlord's sole and absolute discretion. All work must be done by licensed 
contractors with all required governmental permits obtained by Tenant or such 
contractors.


58. ASSIGNMENT: In the event of any assignment or sublease by Tenant in 
accordance with Section 12.1 of the Lease, Landlord shall be entitled to withhold its 
consent in its sole and absolute discretion. 
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59. DEFAULT: Section 13.1.(b) of the Lease is amended to provide that no 
written notice is required where Tenant's default is due to a failure by Tenant to make a 
payment of Rent when due. 


60. LATE CHARGE: Section 13.4 of the Lease is amended to provide that 
the late charge shall be due and payable if any Rent is not paid within three (3) days 
after the due date thereof. 


61. DEFAULT INTEREST: Section 13.5 of the Lease is amended to provide 
that the interest rate on delinquent obligations is eighteen percent (18%). 


62. EARLY OCCUPANCY: Tenant will be entitled to early occupancy upon 
execution of this Lease and payment of the Security Deposit and first (1 st ) months Rent. 
However, Tenant may be required to vacate the Premises during working hours while 
Landlord completes the HVAC repairs and roof work and Tenant acknowledges that the 
HVAC will be put into service with the same outside air or ten percent (10%) outside air 
only. If Tenant requires more than ten percent (10%) outside air, that will be the 
responsibility of Tenant in connection with its Tenant's improvements to the Premises. 


EASLEY SUNLAND/TUJUNGA, LLC, a 
California limited liability company 


By 	  


Its


[Lessor] 


GLOBAL RENAISSANCE ACADEMY OF 
DISTINGUISHED EDUCATION, an Arizona 
nonprofit corporation, dba Grand Canyon Prep 


By


	


	  


Its


[Lessee] 


•	 •
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ADDENDUM 


This Addendum ("Addendum") is part of that certain Standard 
Industrial/Commercial Single-Tenant Lease-Net dated June 3, 2010 (the "Lease"), by 
and between EASLEY SUNLAND/TUJUNGA, LLC, as Lessor, and GLOBAL 
RENAISSANCE ACADEMY OF DISTINGUISHED EDUCATION, an Arizona nonprofit 
corporation, dba Grand Canyon Prep, as Lessee, for the Premises located at 
2301 South McClintock Drive, Tempe, Arizona. Each capitalized, but undefined term, 
used in this Addendum shall have the same meaning as is set forth in the Lease. 


In the event of any conflict between the terms and conditions contained in this 
Addendum and the terms and conditions contained in the Lease, this Addendum shall 
control.


51. NNN RENT SCHEDULE: 


7/1/2010 — 7/31/2010
	


$6,000.00/month, NNN plus tax 
8/1/2010 — 10/31/2010
	


Rent Free, Net 
11/1/2010 — 5/31/2011
	


$6,000.00/month, NNN plus tax 
6/1/2011 — 8/31/2013
	


$9,250.00/month, NNN plus tax 


All Rent payments shall be made by automatic transfer to such bank account as 
may be designated by Landlord from time to time. 


52. TENANT IMPROVEMENTS: Lessor, at Lessor's expense, shall provide 
the following Tenant Improvements: 


A. All HVAC, plumbing and electrical fixtures shall be in good working 
order and shall be warranted by Lessor during the first (1 st ) year of the Lease Term. 
Lessee's financial obligation for repairs and replacements to HVAC shall be limited to 
$500 per unit per occurrence for the first two (2) years of the Lease Term. Thereafter, 
the full cost of all HVAC repairs and replacements to be Lessee's responsibility. 


B. The roof will be repaired and Lessor will warrant those repairs for a 
term of three (3) years. If Lessee exercises its "First Right of Refusal" at any time within 
that three (3) year term, Lessor's warranty shall end. 


C. Repair/replace all broken or discolored ceiling tiles. 


D. One time professional janitorial service shall be performed prior to 
occupancy. 
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Lessee agrees to take the Premises in "as is" condition, except for the foregoing 
improvements. 


53. RIGHT OF FIRST REFUSAL: Lessor grants to Lessee a Right of First 
Refusal for the entire Term of this Lease, including any extension periods beyond the 
initial three (3) year Term. In the event that Lessor receives a purchase offer that 
Lessor is prepared to accept, Lessor shall provide Lessee with written notice of the 
purchase offer setting forth the terms of the offer. Lessee shall then have ten (10) days 
to provide Lessor with written notice of Lessee's election to purchase the Premises on 
the same terms and conditions as are set forth in the offer. If Lessee does not exercise 
its right of first refusal, Lessor shall be entitled to complete the sale of the property. If 
the sale is not completed, the Right of First Refusal shall remain in effect for the 
remainder of the initial Lease Term. 


54. OPTION TO RENEW: Lessor grants to Lessee two (2) one (1) year lease 
extensions, with the lease rate to be as follows: 


9/1/2013 — 8/31/2014 	 $10,000.00/month plus tax 
9/1/2014 — 8/31/2015 	 $10,750.00/month plus tax 


Each extension must be exercised by written notice to Lessor no later than ninety (90) 
days prior to the expiration of the existing Lease Term. 


55. CONTINGENCY: This lease is contingent upon Lessee obtaining a use 
permit from the City of Tempe on or before the Commencement Date. 


56. TRIPLE NET LEASE: Tenant specifically acknowledges that the Lease is 
a triple-net lease and that, except as specifically provided in the Lease or this 
Addendum, Tenant shall be responsible for all repairs and improvements to the 
Premises required in order for Tenant to utilize the Premises or in order for the 
Premises to comply with applicable laws. Accordingly, the obligations of Landlord set 
forth in Sections 2.3 and 7.1.(d) of the Lease shall be borne by Tenant. 


57. IMPROVEMENTS: Any improvements to the Premises made by Tenant 
in accordance with Section 7.3.(b) of the Lease shall be subject to Landlord's prior 
consent in Landlord's sole and absolute discretion. All work must be done by licensed 
contractors with all required governmental permits obtained by Tenant or such 
contractors.


58. ASSIGNMENT: In the event of any assignment or sublease by Tenant in 
accordance with Section 12.1 of the Lease, Landlord shall be entitled to withhold its 
consent in its sole and absolute discretion. 


59. DEFAULT: Section 13.1.(b) of the Lease is amended to provide that no 
written notice is required where Tenant's default is due to a failure by Tenant to make a 
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payment of Rent when due and that in the event of such a failure, Tenant shall be in 
default if Tenant fails to make the required Rent payment on or before the third (3rd) 


business day after the date such payment was due. 


60. LATE CHARGE: Section 13.4 of the Lease is amended to provide that 
the late charge shall be due and payable if any Rent is not paid within three (3) days 
after the due date thereof. 


61. DEFAULT INTEREST: Section 13.5 of the Lease is amended to provide 
that the interest rate on delinquent obligations is eighteen percent (18%). 


62. EARLY OCCUPANCY: Tenant will be entitled to early occupancy upon 
execution of this Lease and payment of the Security Deposit and first (1 st ) months Rent. 
However, Tenant may be required to vacate the Premises during working hours while 
Landlord completes the HVAC repairs and roof work and Tenant acknowledges that the 
HVAC will be put into service with the same outside air or ten percent (10%) outside air 
only. If Tenant requires more than ten percent (10%) outside air, that will be the 
responsibility of Tenant in connection with its Tenant's improvements to the Premises. 


EASLEY SUNLAND/TUJUNGA, LLC, a 
California limited liability company 


By


	


	  


Its


[Lessor] 


GLOBAL RENAISSANCE ACADEMY OF 
DISTINGUISHED EDUCATION, an Arizona 
nonprofit corporation, dba Grand Canyon Prep 


By


	


	  


Its


[Lessee] 
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ADDENDUM 


This Addendum ("Addendum") is part of that certain Standard 
Industrial/Commercial Single-Tenant Lease-Net dated June 3, 2010 (the "Lease"), by 
and between EASLEY SUNLAND/TUJUNGA, LLC, as Lessor, and GLOBAL 
RENAISSANCE ACADEMY OF DISTINGUISHED EDUCATION, an Arizona nonprofit 
corporation, dba Grand Canyon Prep, as Lessee, for the Premises located at 
2301 South McClintock Drive, Tempe, Arizona. Each capitalized, but undefined term, 
used in this Addendum shall have the same meaning as is set forth in the Lease. 


In the event of any conflict between the terms and conditions contained in this 
Addendum and the terms and conditions contained in the Lease, this Addendum shall 
control.


51. NNN RENT SCHEDULE: 


7/1/2010 — 7/31/2010
	


$6,000.00/month, NNN plus tax 
8/1/2010 — 10/31/2010
	


Rent Free, Net 
11/1/2010 — 5/31/2011
	


$6,000.00/month, NNN plus tax 
6/1/2011 — 8/31/2013
	


$9,250.00/month, NNN plus tax 


All Rent payments shall be made by automatic transfer to such bank account as 
may be designated by Landlord from time to time. 


52. TENANT IMPROVEMENTS: Lessor, at Lessor's expense, shall provide 
the following Tenant Improvements: 


A. All HVAC, plumbing and electrical fixtures shall be in good working 
order and shall be warranted by Lessor during the first (1 st ) year of the Lease Term. 
Lessee's financial obligation for repairs and replacements to HVAC shall be limited to 
$500 per unit per occurrence for the first two (2) years of the Lease Term. Thereafter, 
the full cost of all HVAC repairs and replacements to be Lessee's responsibility. 


B. The roof will be repaired and Lessor will warrant those repairs for a 
term of three (3) years. If Lessee exercises its "First Right of Refusal" at any time 
within that three (3) year term, Lessor's warranty shall end. 


C. Repair/replace all broken or discolored ceiling tiles. 


D. One time professional janitorial service shall be performed prior to 
occupancy. 
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Lessee agrees to take the Premises in "as is" condition, except for the foregoing 
improvements. 


53. RIGHT OF FIRST REFUSAL: Lessor grants to Lessee a Right of First 
Refusal for the initial three (3) year Term of this Lease. In the event that Lessor 
receives a purchase offer that Lessor is prepared to accept, Lessor shall provide 
Lessee with written notice of the purchase offer setting forth the terms of the offer. 
Lessee shall then have ten (10) days to provide Lessor with written notice of Lessee's 
election to purchase the Premises on the same terms and conditions as are set forth in 
the offer. If Lessee does not exercise its right of first refusal, Lessor shall be entitled to 
complete the sale of the property. If the sale is not completed, the Right of First 
Refusal shall remain in effect for the remainder of the initial Lease Term. 


54. OPTION TO RENEW: Lessor grants to Lessee two (2) one (1) year lease 
extensions, with the lease rate to be as follows: 


9/1/2013 — 8/31/2014	 $10,000.00/month plus tax 
9/1/2014 — 8/31/2015	 $10,750.00/month plus tax 


Each extension must be exercised by written notice to Lessor no later than ninety (90) 
days prior to the expiration of the existing Lease Term. 


55. CONTINGENCY: This lease is contingent upon Lessee obtaining a use 
permit from the City of Tempe on or before the Commencement Date. 


56. TRIPLE NET LEASE: Tenant specifically acknowledges that the Lease is 
a triple-net lease and that, except as specifically provided in the Lease or this 
Addendum, Tenant shall be responsible for all repairs and improvements to the 
Premises required in order for Tenant to utilize the Premises or in order for the 
Premises to comply with applicable laws. Accordingly, the obligations of Landlord set 
forth in Sections 2.3 and 7.1.(d) of the Lease shall be borne by Tenant. 


57. IMPROVEMENTS: Any improvements to the Premises made by Tenant 
in accordance with Section 7.3.(b) of the Lease shall be subject to Landlord's prior 
consent in Landlord's sole and absolute discretion. All work must be done by licensed 
contractors with all required governmental permits obtained by Tenant or such 
contractors.


58. ASSIGNMENT: In the event of any assignment or sublease by Tenant in 
accordance with Section 12.1 of the Lease, Landlord shall be entitled to withhold its 
consent in its sole and absolute discretion. 


59. DEFAULT: Section 13.1.(b) of the Lease is amended to provide that no 
written notice is required where Tenant's default is due to a failure by Tenant to make a 
payment of Rent when due. 
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60. LATE CHARGE: Section 13.4 of the Lease is amended to provide that 
the late charge shall be due and payable if any Rent is not paid within three (3) days 
after the due date thereof. 


61. DEFAULT INTEREST: Section 13.5 of the Lease is amended to provide 
that the interest rate on delinquent obligations is eighteen percent (18%). 


62. EARLY OCCUPANCY: Tenant will be entitled to early occupancy upon 
execution of this Lease and payment of the Security Deposit and first (1 st ) months Rent. 
However, Tenant may be required to vacate the Premises during working hours while 
Landlord completes the HVAC repairs and roof work and Tenant acknowledges that the 
HVAC will be put into service with the same outside air or ten percent (10%) outside air 
only. If Tenant requires more than ten percent (10%) outside air, that will be the 
responsibility of Tenant in connection with its Tenant's improvements to the Premises. 


EASLEY SUNLAND/TUJUNGA, LLC, a 
California limited liability company 


By


	


	  


Its


[Lessor] 


GLOBAL RENAISSANCE ACADEMY OF 
DISTINGUISHED EDUCATION, an Arizona 
nonprofit corporation, dba Grand Canyon Prep 


By


	


	  


Its


[Lessee] 
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SECOND ADDENDUM 


This Second Addendum ("Addendum") is executed effective as of the 1 st day of 
July, 2010, and is a part of that certain Standard Industrial/Commercial Single-Tenant 
Lease-Net dated June 3, 2010, and Addendum (collectively the "Lease"), by and 
between EASLEY SUNLAND/TUJUNGA, LLC, as Lessor, and GLOBAL 
RENAISSANCE ACADEMY OF DISTINGUISHED EDUCATION, an Arizona nonprofit 
corporation, dba Grand Canyon Prep, as Lessee, for the Premises located at 
2301 South McClintock Drive, Tempe, Arizona. Each capitalized, but undefined term, 
used in this Addendum shall have the same meaning as is set forth in the Lease. 


In the event of any conflict between the terms and conditions contained in this 
Addendum and the terms and conditions contained in the Lease, this Addendum shall 
control.


63. SECURITY DEPOSIT: The Security Deposit of $9,313.32 shall be paid 
on August 1, 2010. 


64. JULY RENT: Base Rent for the month of July shall be paid as follows: 
$1,000.00 on July 1, 2010 and the remaining $5,180.00 on August 1, 2010. 


65. ELECTRONIC PAYMENTS: All rent payments shall be made by 
electronic transfer on the first (1 St ) day of each calendar month from Lessee's Account 
No. 122100024 with JP Morgan Chase under the name Global Renaissance Academy 
Debtor in Possession Case #210-BK-13140-ssc. Lessee shall be in default of this 
Lease if Lessee closes said account without the prior written approval of Lessor. 


66. ADDITIONAL OBLIGATIONS WITH RESPECT TO TENANT 
IMPROVEMENTS: In addition to the provisions regarding tenant improvements set 
forth in Section 52 of the Lease, Lessor and Lessee agree as follows: 


A. Lessor shall have no obligation to commence the improvements 
required to be made by Lessor pursuant to Section 52 of the Lease until Lessee obtains 
bankruptcy court approval of the Lease in accordance with Section 68 of the Lease and 
Lessee is current on all payments required by the Lease. Lessee acknowledges and 
agrees that Lessor shall not be responsible for any loss of income or costs incurred by 
Lessee in the event that Lessor is not able to complete such improvements prior to 
Lessee's scheduled school opening due to Lessee's failure to satisfy the foregoing 
conditions precedent for Lessor's commencement of said improvements. 


B. Lessee shall be responsible for painting the roof top wall that 
shields the HVAC units from public view in accordance with the requirements of the City 
of Tempe. 
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C. Lessee shall pay for all costs for work done by Lessee or caused to 
be done by Lessee on the Premises, and Tenant shall keep the Premises and the 
Project free and clear of all mechanics' liens on account of work done for, or materials 
supplied to, Lessee or Lessee's contractors, subcontractors and suppliers. If Lessee 
fails to satisfy or otherwise discharge a mechanic's lien against the Premises, Lessee 
shall have the right to do so and the cost incurred by Lessor plus interest at the rate of 
eighteen percent (18%) per annum from the date such cost is incurred shall be paid by 
Lessee as additional rent within ten (10) days after written notice of such payment by 
Lessor.


67. UTILITIES: All utilities shall be placed in Lessee's name effective as of 
August 1, 2010. Lessee shall reimburse Lessor for all utility charges incurred by Lessor 
for the period commencing on June 14, 2010 and ending on July 31, 2010 no later than 
ten (10) days after Lessor provides Lessee with the utility bills for such time period. 


68. BANKRUPTCY COURT APPROVAL: This Lease shall be contingent 
upon Lessee, at its sole cost and expense, obtaining bankruptcy court approval of this 
Lease. In the event that said approval is not obtained on or before September 1, 2010, 
Lessee shall vacate possession of the Premises upon ten (10) days written notice from 
Lessor and shall be responsible for payment of all rent and utility charges arising during 
Tenant's occupancy of the Premises


EASLEY SUNLAND/TUJUNGA, LLC, a 
California limited liability company 


By


	


	  


Its


[Lessor] 


GLOBAL RENAISSANCE ACADEMY OF 
DISTINGUISHED EDUCATION, an Arizona 
nonprofit corporation, dba Grand Canyon Prep 


By


	


	  


Its


[Lessee] 
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“ Exhibit 3 – list of all enrollment inquiries for 2011/12”  contained 


information for 65 students, but was excluded from the portfolio 


as it includes the names and other identifying information. 























































Fifth Hour A Day 3:35 p.m. to 5:00 p.m. Music Ensemble 2


Clean Up/ Exercise 3:15 p.m. to 3:30 


p.m.


Fourth Hour A Day 1:50 p.m. to 3:15 p.m. AP Biology II
Pre Algebra-


Algebra One
CP Biology Geometry


Grade 6/7 


Humanities
Grade 11/12 History


Third Hour A Day  12:15 p.m. to 1:45 


p.m.
Geometry AP Biology I


Pre Algebra: 


General Math
Human Anatomy


Grade 8 


Humanities
Grade 11/12 English


Lunch 11:00 a.m. to 11:30 a.m. Elective 


Class 11:30 to 12:10
Age of Empire


Alternative 


Energy: Science 


Portfolio


Chess: Game Club Oceangraphy Age of Empire
Student Magazine: 


Yearbook


Human Condition 


through Sci Fi
Art or Music


Second Hour A Day 9:35 a.m. to 11:00 


a.m.
AP Physics


AP Environmental 


Science
Grade 8 Science


Grade 6/7 


Humanities


Grade 9/10 


English


Grade 9/10 AP World 


Humanities: Modern Era
7


First Hour A Day 8:00 to 9:30 a.m.
Calculus-


Advanced Math


Geometry: 


Independent Math
Grade 6/7 Science


Grade 8 


Humanities


Grade 9/10 


History


Grade 9/10 AP World 


Humanities: Modern Era
8


A Hour A Day 7:00 a.m. to 7:55 a.m.


Harmon Tallman Smith (1.0) Mutlu Swaziek Marshall Allen Jones Gordon Johenan


Fifth Hour B Day 3:35 p.m. to 4:15 p.m.  Ensemble PerformanceScience Portfolio


Cleanup/ Exercise  3:15 to 3:30


Fourth Hour B Day 1:50 p.m. to 3:15 p.m.
Computer 


Portfolio
Science Portfolio Advisory Science Portfolio Drama Art Portfolio (dual credit for some kids


Third Hour B Day 12:15 p.m. to 1:45 p.m.
Pathology/Forens


ic Science


Palentology-


Archeology/ 


Mythology


Botany/ Zoology Advisory World Geography


Grade 7 World of 


Imagination/ Grade 8 


World of Imagination


Senior Project


Lunch 11:00 to 11:30 Club/Tutoring 


11:30 to 12:10


PSAT/AIMS/SAT 


PREP
Oceangraphy


PSAT/ AIMS/ 


SAT Prep
PE Music or Art Japanese Lit


Second Hour B Day 9:35 a.m. to 11:00 


a.m.
War and Peace


Geology/Astrono


my


International 


Relations/ 


Leaders in 


History


Grade Seven 


Geography/ 


Economics 


Grade Six World of 


Imagination
Japanese Spanish


First Hour B Day 8:00 a.m. to 9:30 a.m.


Career Pathways 


and Service 


Learning


Study Skills


Grade Eight 


Economics and 


Government


Art and Music 


History
Japanese Spanish


A Hour B Day 7:00 a.m. to 7:55 a.m.


Harmon Tallman Smith Mutlu Marshall Jones Allen Gordon Johenan Grago Ratliff


Master Schedule for 2011/12 School Year







A Hour A Day 7:00 a.m. to 7:55 a.m.


First Hour A Day 8:00 to 9:30 a.m.
Calculus 


Advanced Math
Independent Math Grade 6/7 Science


Grade 8 


Humanities


Grade 9/10 


History


Grade 9/10 AP World 


Humanities: Modern Era
6


Second Hour A Day 9:35 a.m. to 11:00 


a.m.
AP Physics


AP Environmental 


Science


Independent 


Science
Grade 8 Science


Grade 6/7 


Humanities


Grade 9/10 


English


Grade 9/10 AP World 


Humanities: Modern Era
6


45 minute class Age of Empire
Science Portfolio: 


AE
Chess: Game Club Age of Empire Speech/Debate


Human Conditon 


through Sci Fi
Music 7


Third Hour A Day  12:15 p.m. to 1:45 


p.m.
Geometry AP Biology I Algebra One Human Anatomy General Math


Grade 11/12 


English
Grade 8 Humanities 7


Fourth Hour A Day 1:50 p.m. to 3:15 p.m.
Grade 11/12 


History
AP Biology II Geometry-Alg 1 CP Biology Pre Algebra


Grade 6/7 


Humanities
7


Clean Up/ Exercise 3:15 p.m. to 3:30 


p.m.


Fifth Hour A Day 3:35 p.m. to 5:00 p.m.
Music 


Ensemble


Harmon (41,800) Tallman (41,800) Smith (37,720) Mutlu (35,500) Swaziek (4800)
Marshall 


(37,720)
Allen (34,500)


Gordon (Admin 


Salary)


Johenan 


(28,540)


A Hour B Day 7:00 a.m. to 7:55 a.m.


First Hour B Day 8:00 a.m. to 9:30 a.m.


Career Pathways 


and Service 


Learning


Study Skills 6


Grade Eight 


Economics and 


Government


Art and Music 


History
Japanese Spanish 6


Second Hour B Day 9:35 a.m. to 11:00 


a.m.


Geology/Astrono


my
Study Skills 7


Government/ 


Economics 


Grade Six World of 


Imagination
Japanese Spanish 7


45 Minute Class
PSAT/AIMS/SAT 


PREP
Oceangraphy PE Art Japanese Lit 6


Third Hour B Day 12:15 p.m. to 1:45 p.m.
Pathology/Forens


ic Science


Palentology-


Archeology/ Grade 


8 World of Imag


Botany/ Zoology Advisory
Grade 7 World of 


Imagination
World Geography Senior Project 6


Fourth Hour B Day 1:50 p.m. to 3:15 p.m.
Computer 


Portfolio
Science Portfolio Advisory Science Portfolio Drama Art Portfolio Overseas Prog 6


Cleanup/ Exercise  3:15 to 3:30


Fifth Hour B Day 3:35 p.m. to 4:15 p.m.  Music or Art


Harmon Tallman Smith Mutlu Marshall Allen Gordon Johenan Grago (25,480)
Ratliff 


(14,491)


Master Schedule for 2011/12 School Year





































Actual


FY 2009/10 FY 2010/11 FY 2011/12 
26


FY 2012/13 
26


ADM:
1, 26


51.546                69.487                77.000                81.000                 


REVENUE


     State Equalization Assistance 
2, 26


392,424              530,472              616,364              632,260               


     Classroom Site Fund
3


16,494                19,277                21,290                22,385                 


     Instructional Improvement Fund
4


2,141                  2,779                  3,080                  3,240                   


     Federal Funds/Grants 
5


97,305                31,082                5,974                  5,974                   


     Other State Funds/Grants -                          -                          -                          -                           


     Food Service (e.g., NSLP, food sales)
6, 26


-                          1,400                  1,500                  1,600                   


     Extracurricular Tax Credits
7


2,076                  1,200                  1,200                  1,200                   


     Contributions and Donations
7


294                     2,040                  1,200                  1,200                   


     Fundraising
7


563                     650                     650                     650                      


     Earnings on Investments -                          -                          -                          -                           


     Student Activities 
8, 26


23,037                16,000                17,728                18,614                 


     Kindergarten Tuition (Applies only to FY10


        & FY11 unless expanded by Legislature) -                          -                          -                          -                           


     Other 
9


8,360                  -                          -                          -                           


TOTAL REVENUE 542,694              604,900              668,986              687,123               


EXPENSES


Instructional


     Salaries
10


233,366              -                          -                          -                           


     Payroll Taxes
10


20,794                -                          -                          -                           


     Employee Benefits
10


11,536                -                          -                          -                           


     Purchased Services (Leased Teaching Staff)
10


-                          296,521              302,351              308,438               


     Purchased Services (Consultants/Contract Teaching Staff)
10, 11


79,196                16,538                2,000                  2,000                   


     Purchased Services (Special Education) 18,104                15,900                16,800                16,800                 


     Technology -                          -                          4,050                  5,400                   


     Textbooks/Curriculum/Library 615                     500                     1,500                  1,500                   


     Instructional Supplies 12,566                9,995                  10,000                10,000                 


     Professional Development -                          2,000                  2,000                  2,000                   


     Travel -                          100                     100                     100                      


     Tuition for dual credit courses (Mesa Comm. College)
12


-                          5,000                  13,000                13,000                 


     Other -                          -                          -                          -                           


Total Instructional 376,177              346,554              351,801              359,238               


Non-Instructional


     Salaries
10


15,997                -                          -                          -                           


     Payroll Taxes 
10, 13


11,768                -                          -                          -                           


     Employee Benefits
10


2,883                  -                          -                          -                           


     Purchased Services
10, 29


60,403                62,707                60,920                65,920                 


     Rent/Bond Payment (including taxes and insurance)
14


93,575                66,999                118,440              118,440               


     Repairs and Maintenance
17


5,718                  5,685                  5,799                  5,915                   


     Property, Casualty, Liability Insurance 2,813                  3,500                  3,570                  3,641                   


     Interest/Property Taxes 
15


15,064                1,200                  -                          -                           


     Communications (including Utilities) 17,365                17,272                17,617                17,970                 


     SAIS Hosting Services
16


-                          6,250                  2,668                  2,721                   


     Furniture and Other Equipment -                          -                          1,000                  1,000                   


     Improvements to New Rental Facility
17


4,137                  59,974                -                          -                           


     Note/Loan/Non-Facility Lease Payments 6,684                  4,354                  3,165                  3,165                   


     Audit 13,225                10,000                10,000                10,000                 


     Legal 
18


16,170                11,500                8,500                  8,500                   


     Advertising/Marketing/Referral Awards
19


10,358                6,800                  7,500                  8,000                   


     Travel 195                     200                     200                     200                      


     Printing and Postage 450                     500                     510                     520                      


     Supplies 5,557                  8,350                  8,517                  8,687                   


     Food Service
26


181                     1,200                  1,300                  1,400                   


     Transportation 98                       100                     100                     100                      


     Student Activities
26


6,841                  4,025                  4,460                  4,683                   


     Fees and Dues 
20


11,979                950                     950                     950                      


     Penalties 
21


25,944                -                          -                          -                           


     Bankruptcy payments under Chapter 11 Reorganization Plan
22


-                          -                          30,000                30,000                 


     Technology -                          -                          450                     600                      


     Student Awards
23


-                          3,250                  3,500                  1,000                   


     Other 
24


497                     497                     497                     497                      


Total Non-Instructional 327,902              275,312              289,662              293,909               


TOTAL EXPENSES
25


704,079              621,866              641,463              653,147               


Increase (Decrease) in Net Assets
27


(161,385)             (16,966)               27,522                33,976                 


Net Assets, Beginning of Year (613,161)             (774,546)             (791,512)             (763,990)              


Net Assets, End of Year
28


(774,546)             (791,512)             (763,990)             (730,013)              


(See notes on next page).


Projected Financial Information


Renewal Budget Plan   - Part A
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Renewal Budget Plan   - Part A


Global Renaissance Academy of Distinguished Education, Inc.


dba Grand Canyon Preparatory Academy


ASSUMPTIONS/NOTES 


1.  Moderate ADM growth is projected in 2011/12 and 2012/13, based on the 2010/11 enrollment and the increased interest from prospective students/parents,


and due to the more visible and accessible school location.  Projected ADM numbers reflect enrollment projections per the Bankruptcy Disclosure Statement.


2.  Equalization revenue in 2010/11 is based on the April 25 CHAR reports available on ADE as of 5/13 and  has been reduced by approximately $22K in anticipation of a June 30 "EduJobs"


Additional Assistance reduction as required in the 2011/12 legislative budget approved on 4/1/11 (based on State allocation list available as of 5/13).   2010/11 amount also


reflects a 5% withholding (estimated $5.6K) beginning in May, per action of State Board of Education, and the same amount is reflected as "returned" during the 2011/12 school year


(assumes compliance with Reorganization Plan).  Equalization revenues for 2011/12 and 2012/13 also include a net decrease in estimated Additional Assistance of approximately $133/student, 


based on 2011/12 budget as approved by the Legislature on 4/1/11 (.9% increase to Additional Assistance, less proportionate share of $17,656,000 lump sum reduction).


3.  Classroom Site Fund revenue in each year projected is based on $185/student, multiplied by the respective weighted student count used to calculate Equalization.


4.  Instructional Improvement Fund revenue in each year projected is based on $40/student, multiplied by the respective unweighted student count used to calculate Equalization.


5.
   


Federal Funds/Grants revenue includes $86K ARRA SFSF funds and $11K IDEA/ARRA IDEA funds in 2009/10; $25K ARRA SFSF/EduJobs funds and $6K IDEA funds


in 2010/11; and $6K IDEA funds projected in 2011/12 and 2012/13.


6.  Food Service revenues are for snacks and lunches purchased by students and assume an increase each year approximately equal to projected ADM growth each year.


7.  Extracurricular Tax Credts, Contributions/Donations and Fundraising income are projected conservatively based on YTD activity for 2010/11 and prior years' history.


8.  School Activity revenues consist of fees for uniforms and consumable supply fees.  The fees charged for these items were reduced by the school during the 2010/11 school year.


Projected 2011/12 and 2012/13 revenues are based on 2010/11 amounts, multiplied by the projected ADM growth rate over the same period.


9.  Other revenue in 2009/10 includes sublease of part of prior facility to church groups, and miscellaneous reimbursement of expense, neither of which are


expected to continue in 2010/11 and beyond.


10.  Beginning in September 2010, Salaries, Payroll Taxes and Benefits for Instructional staff are paid by DHR under an employee leasing arrangement.  The school is billed for the total payroll


amount, plus an administration fee, which the school pays directly to DHR as a Purchased Service.  All other staff/consultants (Instructional and Non-Instructional) are paid on a 


contracted services basis (i.e., 1099 vendors).  Total staff-related savings in 2010/11 compared to 2009/10 is approximately $60K, and this savings is expected to continue in 2011/12 and 


2012/13 (less a 2% cost-of-living increase during both years).


11.  The school has significantly reduced the number of contract teaching staff/consultants in 2010/11 as compared to 2009/10, and plans to continue this reduction over the next two years


(see #10 above).


12.  The school participates with Mesa Community College, allowing qualifying students to enroll in dual college credit courses.  Student tuition is paid by the school.


13.  Payroll taxes in 2009/10 include $11K paid to the IRS for overdue taxes, under a previous Offer in Compromise.


14.  The school moved into a new facility during the 2010/11 school year.   Rent expense of $93K in 2009/10 included rent payments through only March 2010 (compared to approx.


$176-180K in previous years).  Rent expense for 2010/11 and going forward is based on payment schedule set forth in the lease agreement.  2010/11 projections include three months


of rent abatement and monthly payments of $6K( triple net) through May 2011 and $9,250 triple net in June 2011.  For 2011/12 and 2012/13,  monthly payments are $9,250 triple net.


15.  Interest/Property Taxes in 2009/10 includes $13K accrued interest on outstanding payroll tax liability. Further accrual of interest is stayed on pre-petition tax debt.


16.  Schoolmaster is now hosting and providing backups of SAIS data under a separate hosting agreement.  The decrease between 2010/11 and future years is due in part to start-up costs


and to satisfying a past liability with the hosting company, with the verbal approval of the Court.


17. Consists of Improvements made to ready previous preschool facility for charter school use in 2010/11.  Any ongoing repairs and/or improvements are included in Repairs and Maintenance 


expense projections.


18.  Legal fees include bankruptcy attorney, trustee and court fees and are expected to decrease over the next few years as the bankruptcy petition is in the approval process.


19.  Advertising/Marketing/Referral Awards consists of improved signage, use of a marketing consultant, increased website exposure and continued open houses.  In addition, 


based on published school guidelines, the school offers Referral Awards to award families that refer students to Grand Canyon Prep, as long as they attend 95 percent of the time 


and demonstrate sound citizenship.  Referral Awards are estimated at $300 for 2010/11, $1,000 in 2011/12 and $1,500 in 2012/13.


20.  Dues & Fees include bank and late fees of $11K in 2009/10.  Amount is projected to be less in 2010/11 and beyond due to improved cash flow and cash management.


21.  Penalties in 2009/10 include amounts accrued on outstanding payroll tax liability in 2009/10.  Further accrual of penalties is stayed on pre-petition tax debt.


22.  Amount projected to be paid monthly under the proposed Reorganization Plan.  Amounts will first be applied to unsecured priority tax claims totaling approximately $156K


(see more information on Reorganization Plan under note #28 below).


23.  Per School Behavior Guidelines published in our policies and website, Student Awards for college are offered for valedictorian at $500 or at $250/student for qualifying students 


who are on the Honor Roll for all four quarters, paid after graduation.  Amounts are budgeted at higher amounts in 2010/11 and 2011/12, as compared to 2012/13, because the 


awards were earned by students over the past three years.


24.  Other expenses consists of depreciation.


25.  Total expenses are projected to decrease by $82K in 2010/11, a 12% decrease as compared to 2009/10.  The savings is comprised primarily of savings in rent ($27K), contract


teaching staff/consultants/payroll expenses ($60K), penalties/interest ($40K), and late fees/bank charges ($11K). These savings are offset by increased costs of $56K for building improvements


at the new facility.   As discussed in Note 9 above, the school is continuing the reduction of payroll costs during the 2011/12 and 2012/13 school years.  Also, as discussed in Note 13 above


rent expense will continue to be reduced to amounts lower than expenses were prior to 2009/10 ($180-185K per year).


26.  Various expenses in 2011/12 and 2012/13 assume a 2% inflation rate over 2010/11.  Student Activities and Food Service revenues and expenses assume a percentage 


increase approximately equal to the projected ADM growth rate over those years.


27.  Decrease in Net Assets of $16,966 for 2010/11 is due to a projected 6/30/11 "EduJobs" reduction in Additional Assistance which is  approx. $16K more than originally anticipated.  The


amount used in the calculation is the amount published by ADE as of May 13 ($22K).  As of May 13, ADE has prepared a revision to the reduction amounts, and the calculations are under


management review, but have not yet been distributed to LEAs.  It is anticipated that the reduction will be less than the amount originally published on 4/27.  In addition, the school is


expecting Equalization to eventually be paid based on 71 students, versus 69.487 currently in aggregation.  The school expects the higher ADM to be reflected in the June payment, after


the May aggregation is complete. Both of these factors will likely result in a net increase for 2010/11, versus the net decrease as currently projected on the Renewal.


28.  Negative net assets at 6/30/10 included liabilities totaling $779K.  Based on the Reorganization Plan as currently proposed, unsecured non-priority liabilities totaling approximately


$551K will be discharged in Chapter 11 and will thus be written off, and approximately $29K will be paid under the Plan.  Also, as noted above in note #22, $156K of priority claim 


liabilities (i.e., taxes) will be paid in full under the Reorganization Plan.


29.  Purchased Services includes accounting/business services, non-instructional office staff and security services.








FY 2011/12 FY 2012/13 FY 2013/14 FY 2014/15


ADM:
1


93.000                103.000              113.000              123.000               


REVENUE


     State Equalization Assistance 
2


756,820              815,840              881,732              947,623               


     Classroom Site Fund
3


29,930                33,168                36,409                39,646                 


     Instructional Improvement Fund
4


3,720                  4,120                  4,520                  4,920                   


     Federal Funds/Grants 
5


9,300                  9,300                  9,300                  9,300                   


     Other State Funds/Grants -                          -                          -                          -                           


     Food Service (e.g., NSLP, food sales)
6,20


1,400                  1,428                  1,457                  1,486                   


     Extracurricular Tax Credits
7


2,000                  2,250                  2,500                  2,775                   


     Contributions and Donations
7


2,000                  2,250                  2,500                  2,775                   


     Fundraising
7


1,000                  1,250                  1,500                  1,775                   


     Earnings on Investments -                          -                          -                          -                           


     Student Activities 
8,20


13,671                15,141                16,611                18,081                 


     Kindergarten Tuition (Applies only to FY10


        & FY11 unless expanded by Legislature) -                          -                          -                          -                           


     Other -                          -                          -                           


TOTAL REVENUE 819,841              884,747              956,529              1,028,381            


EXPENSES


Instructional


     Salaries
9


-                          -                          -                           


     Payroll Taxes
9


-                          -                          -                           


     Employee Benefits
9


-                          -                          -                           


     Purchased Services (Leased Teaching Staff)
9,20


441,400              493,850              526,513              537,043               


     Purchased Services (Consultants/Contract Teaching Staff)
9,20


26,000                26,520                27,050                27,591                 


     Purchased Services (Special Education) 18,000                19,800                21,780                23,958                 


     Technology 1,000                  4,050                  5,400                  6,500                   


     Textbooks/Curriculum/Library 3,500                  4,000                  4,500                  5,000                   


     Instructional Supplies 6,500                  7,000                  7,500                  8,000                   


     Professional Development
20


7,920                  8,078                  8,240                  8,405                   


     Travel 100                     100                     100                     100                      


     Tuition for dual credit courses (Mesa Comm. College)
10,20


10,500                10,750                11,125                11,375                 


     Other -                          -                          -                          -                           


Total Instructional 514,920              574,148              612,208              627,972               


Non-Instructional


     Salaries
9


-                          -                          -                           


     Payroll Taxes 
9


-                          -                          -                           


     Employee Benefits
9


-                          -                          -                           


     Purchased Services
9,20,22


65,000                66,300                67,326                68,672                 


     Rent/Bond Payment (including taxes and insurance)
11


118,440              118,440              120,809              123,225               


     Repairs and Maintenance 5,799                  5,915                  6,033                  6,154                   


     Property, Casualty, Liability Insurance 3,570                  3,570                  3,641                  3,714                   


     Interest/Property Taxes -                          -                           


     Communications (including Utilities) 17,617                17,970                18,329                18,696                 


     SAIS Hosting Services
12


3,000                  3,000                  3,000                  3,060                   


     Furniture and Other Equipment 1,000                  2,000                  2,000                  2,000                   


     Improvements to New Rental Facility -                          -                           


     Note/Loan/Non-Facility Lease Payments 3,165                  3,165                  3,165                  3,165                   


     Audit 8,700                  9,000                  9,500                  10,000                 


     Legal 
13


6,800                  6,800                  6,800                  6,800                   


     Advertising/Marketing/Referral Awards
14


7,500                  8,500                  9,500                  10,500                 


     Travel 200                     200                     200                     200                      


     Printing and Postage 510                     500                     510                     520                      


     Supplies 8,517                  9,000                  9,500                  10,000                 


     Food Service
20


1,300                  1,400                  1,500                  1,600                   


     Transportation 100                     100                     100                     100                      


     Student Activities
20


4,460                  4,683                  5,189                  5,448                   


     Fees and Dues 
15


950                     950                     950                     950                      


     Penalties -                          -                          -                           


     Bankruptcy payments under Chapter 11 Reorganization Plan
16


24,900                33,450                41,900                46,250                 


     Technology 1,000                  1,000                  1,000                  1,000                   


     Student Awards
17


3,500                  3,570                  3,641                  3,714                   


     Other 
18


497                     497                     497                     497                      


Total Non-Instructional 286,525              300,010              315,091              326,265               


TOTAL EXPENSES
19


801,445              874,158              927,299              954,237               


Increase (Decrease) in Net Assets
19


18,396                10,589                29,230                74,144                 


Net Assets, Beginning of Year (723,945)             (194,549)             (183,960)             (154,730)              


Chapter 11 Discharge per Plan Approval in September 2011
21


511,000              


Net Assets, End of Year
21


(194,549)             (183,960)             (154,730)             (80,586)                


(See notes on next page).


Projected Financial Information


Renewal Budget Plan   - Part A


Global Renaissance Academy of Distinguished Education, Inc.


dba Grand Canyon Preparatory Academy







Renewal Budget Plan   - Part A


Global Renaissance Academy of Distinguished Education, Inc.


dba Grand Canyon Preparatory Academy


ASSUMPTIONS/NOTES 


7. Extracurricular Tax Credits, contributions /donations and fundraising income are projected conservatively based on YTD activity for 2010/11 and prior school history.


22. Purchased Services includes accounting/business services, and non-instructional office staff.


16. Amount projected to be paid monthly under the proposed reorganization plan. Amounts will be applied to secured and unsecured priority claims totaling approximately $187,000. 


Creditors such as Retirement, Department of Revenue and IRS are being paid at four percent interest, The plan will be fully paid in six years with $51,750 being paid in year five (2015/16) 


17. Per student behavior guidelines published in our policies and website, student awards for college are offered for valedictorian at $500 and at $250 per student for qualifying students 


who are on the Honor Roll for all four quarters paid after graduation. 


18. Other areas consist of depreciation.


19. Expenses reflect possible surpluses at the end of each fiscal year. If these surpluses materialize, the funds will be allocated to the following areas: additional staffing bonuses (if earned 


by measures such as student achievement results on measurements such as AIMS), further investments in infrastructure such as technology and other instructional aides, increased 


marketing and paying down a portion of the reorganization plan earlier than anticipated.


20. Various expenses from 2011 to 2015 assume a two percent inflation rate from 2010/11.


21. Based on the reorganization plan, unsecured non priority liabilities totaling approximately $551,000 will be discharged in Chapter 11 and thus written off. The attached  excel chart noting 


the scheduled payment plan will reflect this. 


10. The school participates with Mesa Community College, allowing qualifying students to enroll in dual credit courses. School tuition is paid by the school.


11. The school moved into a new facility for the 2010/11 school year.  Rent expense until 2012/13 is based on the lease agreement ($9250.00 per month triple net) with inflationary costs of 


two percent triggering in the fourth and fifth years.


12. Schoolmaster/Tyler Technologies is now hosting and providing backups of SAIS data under a separate hosting agreement. 


13. Legal Fees include trustee and court fees that incur quarterly during the reorganization process.


14. Advertising/Marketing/Referral awards consist of use of marketing consultant, increased website exposure, publication of media kit materials and continued open houses. In addition, 


based on published school guidelines, the school offers referral awards to award families that refer students to Grand Canyon Prep as long as they attend 95 percent of the time and 


demonstrate good citizenship and maintain an average over a 70. Referral awards are estimated at $1200 in 2011/12 and $1500 in each subsequent year.


15. This includes dues such as NCA and miscellaneous bank monthly fees.


3. Classroom Site Fund revenue for each year is based on $219.00 per student multiplied by the respective weighted student count used to calculate Equalization.


4. Instructional Improvement Fund revenue in each year is based on $40.00 per student multiplied by the respective unweighted student count to calculate equalization.


5. Federal Funds/ Grants: This number is based on IDEA Basic and State Funding grant allocations from 2011/12 school year.


6. Food service revenues are for snacks and lunches purchased by students and assume an increase each year approximately equal to projected ADM growth each year.


8. School Activity revenues consist of fees for uniforms and consumable supply fees.  Projected revenues are based on average (based on historical data) from the last two years.


9. Beginning in September, 2010, salaries, payroll taxes and benefits for instructional staff are paid by DHR under an employee leasing arrangement. The school is billed for the total payroll 


amount, plus an administrative fee, which the school pays directly to DHR as a purchased service.  All other staff/ consultants (instructional and non-instructional) are paid on contracted 


services basis (i.e. 1099 vendors).  There will be staff increases in 2012/13 and 2013/14, based on population growth and needs in Science, the Humanities and a possibly a third foreign 


language. There will be no staff additions for the 2014/15 school year.


1. ADM growth is based on 82 percent growth over the last two years due to new more visible location, higher retention and satisfaction within the school community, and improved 


marketing strategies and outreach


2. Equalization Revenue is based on 2012 Budget worksheets and subsequent legislature approved reductions. Furthermore, for 2011/12, it is anticipated that the five percent proceeds 


withheld , from action of the State Board of Education in March, 2011 will be returned by February or March 2012.
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Renewal Summary Review


Five-Year Interval Report Back to reports list


Interval Report Details


Report Date: 01/10/2012 Report Type: Renewal


Charter Contract Information


Charter Corporate Name: Global Renaissance Academy of Distinguished Education
Charter CTDS: 07-86-63-000 Charter Entity ID: 4324


Charter Status: Open Contract Effective Date: 08/18/1997


Authorizer: SBE Contractual Days:


Number of Schools: 1 Grand Canyon College Preparatory Charter School: 180


Charter Grade Configuration: 6-12 Contract Expiration Date: 08/17/2012


FY Charter Opened: — Charter Signed: 06/23/1997


Charter Granted: — Corp. Commission Status Charter Holder is in Good Standing


Corp. Commission File # 0791248-3 Corp. Type Non Profit


Corp. Commission Status Date 02/11/2011 Charter Enrollment Cap 525


Charter Contact Information


Mailing Address: 5301 South McClintock Drive
Tempe, AZ 85283


Website: —


Phone: 480-233-3622 Fax: 480-456-0505


Mission Statement: The mission of the Global Renaissance Academy of Distinguished Education is to allow all students, college or non-college
bound, to build their self-esteem by excelling in a demanding educational setting; to shape and challenge young people to
utilize their minds in a variety of disciplines that steer towards both college and the work place, to provide a superior and
vigorous academic program that promotes a humanistic education where students develop cultural literacy, creativity,
responsibility, interactive skills, progressive citizenship values, and cognitive proficiency in areas such as writing, critical
thinking, problem analysis and communications.


Charter Representatives: Name: Email: FCC Expiration Date:


1.) Mr. David Gordon grandcanyonprep@aol.com —


Academic Performance - Grand Canyon College Preparatory Charter School


School Name: Grand Canyon College Preparatory
Charter School


School CTDS: 07-86-63-007


School Entity ID: 5494 Charter Entity ID: 4324


School Status: Open School Open Date: —


Physical Address: 5301 South McClintock Drive
Tempe, AZ 85283


Website: —
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Phone: 480-233-3622 Fax: 480-755-3791


Grade Levels Served: 6-12 FY 2011 100th Day ADM: 71.5425


Academic Performance Per Fiscal Year


FY AZ LEARNS Profile Met AYP


K-12 High School K12 10 358


2011 Performing — — — — Met


2010 — Performing — — — Met


2009 Performing — — — — Yes


2008 — — Performing Plus — — Yes


2007 — — — Performing Plus Performing Plus Yes


Charter/Legal Compliance


Charter Corporate Name: Global Renaissance Academy of Distinguished Education
Charter CTDS: 07-86-63-000 Charter Entity ID: 4324


Charter Status: Open Contract Effective Date: 08/18/1997


Timely Submission of AFR


Year Timely


2011 Yes


2010 Yes


2009 Yes


2008 Yes


2007 Yes


Timely Submission of Budget


Year Timely


2012 Yes


2011 Yes


2010 Yes


2009 Yes


2008 Yes


Special Education Monitoring Detail


SPED Monitoring Date 11/18/2008 Child Identification Partial High


Evaluation/Re-evaluation: Partial Low IEP Status: Partial Low


Delivery of Service: Partial High Procedural Safeguards: In Compliance


Sixty Day Item Due Date — ESS Compliance Date: 11/03/2009


Audit and Fiscal Compliance


Charter Corporate Name: Global Renaissance Academy of Distinguished Education
Charter CTDS: 07-86-63-000 Charter Entity ID: 4324


Charter Status: Open Contract Effective Date: 08/18/1997


Timely Submission of Annual Audit


Year Timely


2011 Yes


2010 Yes


2009 No


2008 Yes


2007 No


Audit Issues Requiring Corrective Action Plan (CAP)
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FY Issue #1 Issue #2 Issue #3 Issue #4 Issue #5


2011 Audit Not Yet Reviewed Audit Not Yet Reviewed Audit Not Yet Reviewed Audit Not Yet Reviewed Audit Not Yet Reviewed


2010 Taxes 3rd Yr Taxes - Repeat Taxes Fingerprinting Attendance Record Retention


2009 Taxes - Repeat Taxes Internal Controls


2008 Taxes


2007 Payroll Tax Reporting Requirements


Repeat Issues Identified through Audits


FY Issue #1


2011 Audit Not Yet Reviewed


2010 Repeat Accounting Records


2009 Repeat Accounting Records


2008


2007
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 Global Renaissance Academy of Distinguished Education - Entity ID 4324 


School:  Grand Canyon College Preparatory Charter School 


 


Renewal Executive Summary  
 


 


 
Sources of Evidence for this Document 


 
Pursuant to A.R.S. 15-183(I), a charter may be renewed for successive periods of twenty years.  The 


Arizona State Board for Charter Schools (Board) has established a process for the renewal of a charter 


that is based on affirmative evidence in three areas: 


 


I. Success of the academic program, including academic achievement 


II. Viability of the organization, including fiscal management and compliance 


III. Adherence to the terms of the charter, including contract and legal compliance 


 


Evaluation of the charter holder's success in these three areas is based on a variety of information that 


w ill serve as sources of evidence in determining renewal of a charter.  These sources include, but are 


not limited to:   


 


 Pupil achievement data 


 Independent financial audits 


 Five-year interval summary reviews 


 Site visit reports 


 Monitoring reports  


 Application package for renewal 


 
Profile  


 
 
At its November 21, 2011 meeting, the Board approved the transfer of sponsorship of Global 


Renaissance Academy of Distinguished Education’s (GRADE) charter from the State Board of 


Education to the Charter Board. An audio recording of the discussion regarding GRADE’s transfer 


during the November 21 meeting is available at 


http://www.asbcs.az.gov/board_information/meeting_info/2011/November.asp 


  
Global Renaissance Academy of Distinguished Education operates one school serving grades 6-12 with 


a total FY11 average daily membership (ADM) of 71.060.  Additional information can be found in the 


Summary Review. 


  


Graphs displaying the academic achievement for the past five years, if available, are provided on the 


next page. 


 


 


 


 



http://www.asbcs.az.gov/board_information/meeting_info/2011/November.asp
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I.  Success of the Academic Program 


 
At the time the charter became eligible for renewal, the academic performance of the school operated 


by the charter holder met or demonstrated sufficient progress toward the Board’s level of adequate 


academic performance. The charter holder was not required to submit a Performance Management 


Plan.  However, based upon additional academic data and as agreed to in the Transfer Settlement 


Conference, the charter holder has submitted a Performance Management Plan which is included in 


the renewal portfolio. 


 


 


II. Viability of the Organization 


 
Because the charter holder’s fiscal years 2009 and 2010 financial statements were prepared assuming 


the organization will continue as a going concern
1
 and because the fiscal years 2009 and 2010 audit 


identified negative net assets at the end of each year, the charter holder w as required to complete the 


Budget Plan and submit the Financial Sustainability Narrative and supporting evidence. Required 


submissions for the charter holder’s Financial Sustainability portion of the Detailed Business Plan 


Section of the application and the applicable checklist are included in the charter holder’s portfolio. 


“ Exhibit 3 – list of all enrollment inquiries for 2011/12”  contained information for 65 students, but was 


excluded from the portfolio as it includes names and other identifying information. The checklist 


completed by staff identifies whether the required elements of the Detailed Business Plan were 


addressed. 


 


The graph below shows the charter holder’s actual 100
th
 day average daily membership (ADM) for 


fiscal years 2007 through 2011 and the fiscal year 2012 ADM as of January 11, 2012. The ADM 


included in the Budget Plan for fiscal years 2010 and 2011 was in line with reports available through 


the Arizona Department of Education’s website. 


 


                                                 
1
 Going concern is the idea that an organization will continue to engage in its activities for the foreseeable future. If the 


auditor doubts that the organization will continue for the next year, the audit opinion would include a paragraph explaining 


this concern as was the case with Global Renaissance Academy of Distinguished Education. The charter holder’s fiscal years 


2006, 2007 and 2008 financial statements were also prepared assuming the organization will continue as a going concern. 
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As demonstrated in the graph above, the charter holder’s ADM has fluctuated up and down during the 


past six fiscal years. After two consecutive years of declining ADM, the charter holder’s ADM grew by 


nearly 20 (or approximately 38%) from fiscal year 2010 to 2011 and by more than 22 (or approximately 


32%) from fiscal year 2011 to 2012. The current fiscal year 2012 ADM exceeds the projected ADM 


included in the Budget Plan for fiscal years 2012 and 2013. 


 


In reviewing the five most recent audits (2007-2011), the financial statements all five show deficits 


resulting from liabilities in excess of assets ranging from a low of $217,328 in fiscal year 2011 to a high 


of $774,546 in fiscal year 2010. Additionally, as of June 30, 2011, the charter holder did not have 


sufficient cash or other readily available resources [$30,679] to satisfy obligations due within the next 


year [$71,523]. Further, in each fiscal year between 2007 and 2010, the charter holder ended the year 


with zero cash. However, at June 30, 2011, GRADE had cash and cash equivalents of $25,649. The 


fiscal years 2008, 2009 and 2010 audits reported “ excessive bank fees”  of $10,622, $5,475 and 


$10,218, respectively that were due primarily to overdraft fees on cash disbursements. This issue was 


not identified in the fiscal year 2011 audit. Finally, in the fiscal years 2007 through 2010 audits, the 


charter holder experienced deficits, resulting from expenses exceeding revenues. For the year ended 


June 30, 2011, GRADE experienced a surplus of $55,141, resulting from revenues exceeding 


expenses. When other income (including the bankruptcy reorganization items) and expenses are 


factored in, the change in unrestricted net assets for fiscal year 2011 was $557,218. The Renewal 


Budget Plan projects surpluses in fiscal years 2012 and 2013. 


 


In May 1999 near the close of its second year of operation, the charter holder filed for Chapter 11 


protection. The court accepted the plan for payment of all submitted claims in the bankruptcy 


proceedings in November 2001. Terms of the bankruptcy settlement required the charter holder to 


repay all liabilities not discharged as a result of the filing beginning on January 15, 2002 through 


January 15, 2006. The fiscal year 2010 audit reflects that as of June 30, 2010, the charter holder had 


not made payments as required and as of June 30, 2010 owed approximately $265,400. As of the 


fiscal year 2010 audit date, no creditor had filed a motion to initiate court proceedings due to 


nonpayment. 
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In April 2010, the charter holder again filed for Chapter 11 protection under the federal bankruptcy 


laws. The charter holder’s portfolio includes copies of the Debtor’s Disclosure Statement Dated 


December 23, 2010 and the Debtors’ First Plan of Reorganization. Documents filed as part of the 


bankruptcy proceeding reflect that the charter holder is in arrears to the Internal Revenue Service in 


excess of $300,000; in arrears to the Arizona Department of Revenue in excess of $6,000; in arrears to 


the Arizona Department of Economic Security in excess of $3,500; and in arrears in member and 


employer contributions to the Arizona State Retirement System in excess of $12,000. The plan of 


reorganization proposed to the bankruptcy court w ill last six years. On September 13, 2011, the U.S. 


Bankruptcy Court approved the plan of reorganization and ordered the plan be put into effect. As a 


result, certain prepetition liabilities were discharged. As of January 3, 2012, GRADE has provided proof 


that the first five payments under the plan were timely made. 


 


 


In the Financial Sustainability Narrative, the charter holder discusses the recent bankruptcy filing and 


status. Additionally, the narrative discusses the primary factors contributing to the current financial 


situation, including high building lease costs and poor location/visibility at its former location, and four 


steps the charter holder has taken to improve its financial condition. The four steps are moving to a 


new facility beginning in 2010/11, decreasing overall lease costs by approximately one-third, reducing 


payroll related expenses, and entering into a provisional contract (pending court approval) w ith a 


business services provider to help the charter holder better manage its cash flow and increase 


compliance with its charter contract. The charter holder provided evidence, which is included in the 


portfolio, for each of the steps it has taken. 


 


 
III. Adherence to the Terms of the Charter 


 
A.  Compliance Matters Requiring Board or Other Agency Action


2
  


 


In March 2011, the State Board of Education (SBE) voted to withhold 5% of the charter holder’s 


monthly state aid apportionment for failure to comply with state and federal law regarding payroll tax 


requirements, employer unemployment contributions requirements, and Arizona State Retirement 


System (ASRS) member and employer contribution requirements. The withholding began with the May 


2011 payment and continues. In order to have the w ithholding returned, the SBE established six items 


that the charter holder must complete. The charter holder has submitted sufficient documentation to 


address five of the six items. The sixth item requires the charter holder to demonstrate six months of 


timely payments in accordance with the approved Plan of Reorganization.  As of January 3, 2012, 


GRADE has provided proof that the first five payments under the plan were timely made. 


 


Further, during fiscal years 2007 through 2010, the charter holder failed to timely submit member and 


employer contributions to the ASRS, which resulted in the ASRS garnishing the charter holder’s 


monthly state aid as follows:
3
 


 April 2007 – $7,498.03 


 May 2007 – $5,474.02 


 June 2007 – $5,447.58 


                                                 
2
 For more information about the areas of compliance reviewed for this section, please see the “Renewal Guide”. 


3
 Since the charter holder is now contracting its employees, it is no longer an Arizona State Retirement System member. 
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 July 2007 – $2,703.03 


 July 2008 – $8,121.92 


 December 2008 – $18,035.07 


 July 2009 – $15,032.05 


 November 2009 – $6,814.99 


 January 2010 – $7,210.76 


 


B.  Other Compliance Matters
4
  


 


The updated Renewal Summary Review included in the portfolio indicates that the fiscal year 2011 


audit has not been reviewed because Board staff has not yet sent the audit letter to the charter holder. 


However, Board staff has reviewed GRADE’s fiscal year 2011 audit and determined that: 


 GRADE submitted all required federal and state payroll taxes and forms for fiscal year 2011. 


 No issues were identified that would require the submission of a corrective action plan to the 


Board. 


 


The fiscal year 2010 audit identified issues that required a corrective action plan (CAP). For the third 


year in a row, the audit identified noncompliance with federal payroll tax requirements. Not including 


penalties and interest, the charter holder’s federal payroll tax liability has grown from approximately 


$81,250 in fiscal year 2008 to nearly $102,250 in fiscal year 2010, according to information disclosed in 


the annual audits. Additionally, the fiscal year 2010 audit identified repeat noncompliance with 


employer unemployment contribution requirements and first-time noncompliance with state payroll tax 


requirements. Please see the “ Compliance Matters Requiring Board or Other Agency Action”  section 


above for more information regarding the status of these three issues. 


 


In addition to the payroll tax and employer unemployment contribution issues addressed above, the 


fiscal year 2010 identified two other issues that required a CAP. First, the audit indicated that one staff 


member did not have a fingerprint clearance card. Second, the audit indicated that the charter holder 


suffered a catastrophic failure to its server that housed student attendance data. According to the 


audit, all computerized records were lost. The charter holder did not have any backup copies to use to 


restore the data, but did have the manual attendance reports and some of the daily printouts from the 


computerized attendance system. The charter holder submitted a satisfactory CAP. 


 


In addition to the payroll tax and employer unemployment contribution issues addressed above, the 


fiscal year 2009 audit identified internal control issues related to segregation of duties and the 


disbursement of cash. Specifically, the audit indicated: a) The charter holder designed a procedure for 


its board to review all cash disbursements during its meeting. It was noted during the review of board 


minutes that this policy was not consistently applied and its documentation was limited when 


mentioned in the minutes; b) The charter holder was unable to provide adequate supporting 


documentation for 1 out of 40 cash disbursements tested; c) The charter holder reimbursed a related 


party $70 over the supported amount; and d) The charter holder booked a check into the check register 


in an amount that was $10 over the amount supported and written on the check. The charter holder 


submitted a satisfactory CAP. 


 


                                                 
4
 For more information about the areas of compliance reviewed for this section, please see the “Renewal Guide”. 
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Further, the fiscal year 2007 audit identified an issue that required a CAP. Specifically, the audit 


indicated that the charter holder under-reported payroll expense to the Internal Revenue Service and 


the Arizona Department of Revenue on its quarterly payroll tax reports for the fourth quarter of 2006 


and the second quarter of 2007. According to the audit, during these periods, the charter holder paid 


certain employees and did not report these wages to the third-party organization contracted by the 


charter holder to handle payroll preparation. The charter holder submitted a satisfactory CAP. 


 


Finally, the audits have identified repeat audit issues. The fiscal years 2009 and 2010 audits indicated 


that the charter holder did not ensure that sufficient cash and budget capacity were available before 


authorizing disbursements, which resulted in, according to the audits, “ excessive bank fees” .
5
 


 


In November 2008, ADE Exceptional Student Services notified the charter holder of partial compliance 


in some areas with regard to specific regulations for Part B, Individuals with Disabilities Education Act 


(IDEA), and the Arizona Revised Statutes.  The compliance issues were reported by ADE as resolved in 


November 2009.  


 


For the previous five fiscal years, the charter holder has failed to timely submit its annual audit for one 


or more years. 


 


 


C.  Charter Holder’s Organizational Membership 


 


Because the organizational membership on file w ith the Board was consistent w ith the information on 


file w ith the Arizona Corporation Commission, the charter holder was not required to submit the 


charter holder’s Organizational Membership portion of the Detailed Business Plan Section.  


 


Officers and Directors:  David Gordon, Gwyneth Gordon, Magaret Palmer, Stephen Harmon, Anne 


Marshall, and Matthew Smith. 


 


 


 


 
Board Options 


 
 


Option 1:  The Board may approve the renewal.  Staff recommends the following language for 


consideration:  Renewal is based on consideration of academic, fiscal and contractual compliance of 


the charter holder.  In this case, there is a record of academic performance below the Board’s level of 


adequate academic performance, which has been addressed by the charter holder through the 


inclusion of a performance management plan as part of the renewal application package and can be 


incorporated in the charter contract.   There is also a record of past contractual noncompliance which 


has been reviewed.  With that taken into consideration as well as all information provided to the Board 


for consideration of this renewal application package and during its discussion with representatives of 


the charter holder, I move to approve the request for charter renewal and grant a renewal contract to 


                                                 
5
 The Procurement Compliance Questionnaire, which the charter holder is subject to since it is sponsored by the State Board 


of Education, requires the school to ensure that sufficient cash and budget capacity are available before authorizing 


disbursements. 
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Global Renaissance Academy of Distinguished Education that incorporates the performance 


management plan.  


 


Option 2:  The Board may deny the renewal.  The following language is provided for consideration:  I 


move that, based upon a review of the information provided by the representatives of the charter 


holder and the contents of the application package which includes the academic performance, the 


fiscal compliance, and legal and contractual compliance of the charter holder over the charter term, the 


Board deny the request for charter renewal and to not grant a renewal contract for Global Renaissance 


Academy of Distinguished Education. Specifically, the charter holder, during the term of the contract, 


failed to meet the obligations of the contract or failed to comply with state law when it: 


1. Failed to comply with federal laws requiring the charter holder to pay taxes required to be 


deducted and withheld from wages of its employees and related taxes into the Treasury of the 


United States; 


2. Failed to comply with state laws requiring the charter holder to submit Arizona income tax 


required to be deducted and withheld from the wages of its employees to the Arizona 


Department of Revenue; 


3. Failed to comply with state laws regarding employer unemployment contributions; 


4. Failed to comply with state laws regarding member and employer contributions to the Arizona 


State Retirement System; 


5. Failed to comply with fingerprinting requirements in accordance with A.R.S. §15-183.C.5; 


6. Failed to maintain and retain financial records as required by Arizona’s Public Records Law and 


in accordance with the General Retention Schedule for School Districts and Charter Schools 


published by the Arizona State Library, Archives and Public Records. 


7. Other specific reasons the Board may have found during its consideration including… 


 





