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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements contained in this report are forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933 and Section 21E of the Securities Exchange Act of 1934. These statements involve known and unknown risks,
uncertainties and other factors which may cause our or our industry’s actual results, performance or achievements to be materially
different from any future results, performance or achievements expressed or implied by the forward-looking statements. Forward-
looking statements include, but are not limited to statements regarding:

« our ability to raise the funds we need to continue our operations;
* our goal to increase our revenues and become profitable;

« regulation of our product;

* our ability to expand the production of our product;

* market acceptance of our product;

« future testing of our product;

» the anticipated performance and benefits of our product and

« our financial condition or results of operations.

In some cases, you can identify forward-looking statements by terms such as “may,” “will,” “should,” “could,” “would,” “expects,”
“plans,” “anticipates,” “believes,” “estimates,” “projects,” “predicts,” “potential” and similar expressions intended to identify
forward-looking statements. These statements are only predictions and involve known and unknown risks, uncertainties, and other
factors that may cause our actual results, levels of activity, performance, or achievements to be materially different from any future
results, levels of activity, performance, or achievements expressed or implied by such forward-looking statements. Given these
uncertainties, you should not place undue reliance on these forward-looking statements. Also, these forward-looking statements
represent our estimates and assumptions only as of the date of this report. Except as otherwise required by law, we expressly disclaim
any obligation or undertaking to release publicly any updates or revisions to any forward-looking statement contained in this report to

reflect any change in our expectations or any change in events, conditions or circumstances on which any of our forward-looking
statements are based. We qualify all of our forward-looking statements by these cautionary statements.

EEINT3 EEINT3 EEINT3 EEINT3



Item 1. Consolidated Financial Statements

HEALTH ENHANCEMENT PRODUCTS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEET

June 30, 2011 December 31, 2010
(Unaudited)
ASSETS
CURRENT ASSETS:
Cash $ 10,297  $ 15,603
Inventories 33,967 10,554
Prepaid Expenses 18,559 10,855
Total Current Assets 62,823 37,012
PROPERTY AND EQUIPMENT, NET 159,882 170,259
OTHER ASSETS:
Definite-life intangible Assets, net 7,684 8,168
Deferred Finance Costs, net 35,341 -
Deposits 125,117 124,482
Total Other Assets 168,142 132,650
$ 390,847 ¢ 339,921
LIABILITIES AND STOCKHOLDERS' DEFICIT
CURRENT LIABILITIES:
Accounts Payable $ 619,175 $ 455,589
Customer deposits 40,349 25,194
Loan Payable, Related Party 29,959 12,000
Obligation to issue common stock and warrants - 50,000
Deferred revenue 15,000 15,000
Convertible Debenture Payable, less Discount of $15,349 and

$18,936 at June 30, 2011 and December 31, 2010 69,751 157,064
Current portion, long term debt 13,977 3,516
Accrued Payroll 40,534 32,892
Accrued Payroll Taxes 20,111 5,305
Accrued Liabilities 9,735 23,980

Total Current Liabilities 858,591 780,540
LONG TERM LIABILITIES:
Convertible Debenture Payable, less Discount of $125,293 and 255206 104,063

$71,037 at June 30, 2011 and December 31, 2010
Deferred revenue, noncurrent 227,500 235,000
Deferred rent expense 153,397 171,995

Total Long term Liabilities 636,103 511,058
COMMITMENTS AND CONTINGENCIES
TOTAL LIABILITIES 1,494,694 1,291,598
STOCKHOLDERS' DEFICIT:
Common stock, $.001 par value, 150,000,000 shares authorized
96,645,358 and 92,705,351 issued and outstanding at June 30,

2011 and December 31, 2010 96,645 92,705
Additional Paid-In Capital 26,110,167 25,485,816
Accumulated deficit (27,310,659) (26,530,198)

Total Stockholders' Deficit (1,103,847) (951,677)
$ 390,847 § 339,921

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.



HEALTH ENHANCEMENT PRODUCTS, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

REVENUES:
Net Sales
Licensing Fee
Total Revenues

COSTS AND EXPENSES:
Cost of Sales
Selling
General and Administrative
Professional and Consulting
Research and Development

Total Expenses
LOSS FROM OPERATIONS

OTHER INCOME (EXPENSE):

Fair Value Adjustment of Derivative
Liability

Amortization of Bond Discount

Amortization of Deferred Finance Costs

Finance costs paid in warrants, related
party

Interest expense - related party

Interest expense

Total Other Income (Expense)

NET INCOME (LOSS)

BASIC AND DILUTED LOSS PER
SHARE

WEIGHTED AVERAGE BASIC AND
DILUTED SHARES OUTSTANDING

For the three
Months ended
June 30, 2011

For the three
Months ended
June 30, 2010

For the Six
Months Ended
June 30, 2011

For the Six
Months ended
June 30, 2010

24,110 $ 19,117 $ 56,689 $ 33,160
3,750 7,500
27,860 19,117 64,189 33,160
34,097 16,290 73,626 19,910
3,414 39,658 8,526 65,895
69,581 635,207 182,839 711,309
112,151 1,048,925 311,556 1,816,956
72,371 96,535 179,283 199,524
291,614 1,836,615 755,830 2,813,594
(263,754) (1,817,498) (691,641) (2,780,434)
- 2,240,616 - (2,223,991)
(28,681) (36,835) (63,831) (99,580)
(19,018) - (22,365) -
- (405,925) - (405,925)
(243) - (459) -
(1,480) (2,024) (2,163) (8,773)
(49,422) 1,795,832 (88,818) (2,738,269)
(313,176) § (21,666) §  (780458) §  (5.518,703)
(0.00) § (0.00) § 0.01) § (0.07)
95,589,387 86,876,596 94,809,298 83,666,796

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements



HEALTH ENHANCEMENT PRODUCTS, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

For the Six For the Six
Months Ended Months Ended
June 30, 2011 June 30, 2010
(Unaudited) (Unaudited)
Cash Flows for Operating Activities:
Net Income (Loss) $ (780,458) $ (5,518,703)
Adjustments to reconcile net loss to net cash used by operating
activities:
Stock and warrants issued for services rendered 33,584 1,450,249
Finance costs paid in warrants, related party - 405,925
Amortization of prepaid consulting fees - 73,325
Amortization of deferred finance costs 22,365 -
Amortization of bond discount 63,830 99,579
Amortization of intangibles 484 483
Vendor settlement - 4,117)
Depreciation expense 15,097 11,661
Fair value adjustment of Derivative Liability - 2,223,991
Increase (decrease)in deferred rent (18,598) 9,591
Changes in assets and liabilities:
(Increase) in inventories (23,413) (11,800)
(Increase) in prepaid expenses (7,704) (12,595)
(Increase) in security deposits (635) (3,815)
Increase (decrease) in accounts payable 163,581 (40,836)
Increase in customer deposits 15,155 -
22,447 (145,586)
Increase (decrease) in payroll and payroll taxes
Increase in obligation to issue common stock - 477,555
(Decrease) in sales tax payable (1,275) -
(Decrease) in deferred revenue (7,500) -
(Decrease) Increase in accrued liabilities (12,967) (1,139)
Net Cash (Used) by Operating Activities (516,007) (986,232)
Cash Flows from Investing Activities:
Capital expenditures (4,720) (2,152)
Net Cash (Used) by Investing Activities (4,720) (2,152)
Cash Flow from Financing Activities:
Proceed of Loan Payable, related party 31,959 -
Repayment of Loan Payable, related party (14,000)
Proceeds from other borrowings 13,500 -
Repayment of bank overdraft - (9,517)
Repayment of Loans Payable, Other - (22,005)
Payments of other borrowings (3,038) (3,962)
Proceeds from issuance of convertible debentures 114,500 -
Proceeds from sale of common stock and exercise of warrants 372,500 1,070,229
Net Cash Provided by Financing Activities 515,421 1,034,745
Increase (Decrease) in Cash (5,306) 46,361
Cash at Beginning of Period 15,603 -
Cash at End of Period $ 10,297 ' § 46,361
Supplemental Disclosures of Cash Flow Information:
Cash paid during the period for:
Interest $ 3.780 ' $ 3,220
Income Taxes $ 50§ .

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements



HEALTH ENHANCEMENT PRODUCTS, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS [Continued]

Supplemental Disclosure of Non-Cash Investing and Financing Activities:
Six Months Ended June 30, 2011:

During the quarter ended March 31, 2011, The Company issued convertible debentures for $62,500 in principal and recorded a
discount on the debentures of $62,500. As an inducement to further invest in the Company, warrants were repriced from $.25 to
$.15, resulting in deferred finance costs of $57,706.

During the quarter ended June 30, 2011, the Company issued convertible debentures in the principal amount of $52,000 and
recorded a discount on the debentures of $52,000. In addition, the Company issued 333,334 shares of common stock in satisfaction
of an obligation to issue common stock valued at $50,000.

During the quarter ended June 30, 2011, several three year 1% convertible notes in the aggregate principal amount of $196,000, with
various maturity dates during 2011were extended for an additional three years at the request of the noteholder. The Company
incurred no additional cost as a result of these extensions.

Six Months Ended June 30, 2010:

During the quarter ended March 31, 2010, $15,000 of convertible debentures and $121 in accrued interest were converted into
302,425 shares of common stock. The Company issued 750,000 shares of stock in satisfaction of an obligation to issue common
stock. The Company satisfied a $6,500 loan due to a related party by offsetting it against proceeds due from the related party upon
exercise of warrants to purchase common stock. In addition, the Company issued 50,000 shares upon exercise of warrants at $.10 per
share. The consideration given for the exercise price was a reduction of indebtedness in the form of accounts payable. The Company
recorded an obligation to issue 65,000 shares of common stock in payment of finder’s fees and valued these shares at $36,400. The
Company also issued 30,000 shares of common stock valued at $14,035 in payment of finder’s fees. In addition, an obligation to
issue 160,000 shares of common stock was recorded in payment of finder’s fees. This stock was valued at $129,050. The Company
also issued 500,000 shares of common stock valued at $160,000 in satisfaction of an obligation to issue common stock.

During the quarter ended June 30, 2010, the Company issued 180,000 shares of common stock valued at $149,550 in satisfaction of
obligations to issue common stock.

During the six months ended June 30, 2010, the Company recognized an additional derivative liability valued at $7,512,913for
warrants issued in excess of its authorized shares.

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements



HEALTH ENHANCEMENT PRODUCTS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - BASIS OF PRESENTATION

The accompanying unaudited condensed consolidated financial statements include the accounts of Health Enhancement Products,
Inc. and its wholly-owned subsidiaries (collectively, the “Company”). All significant inter-company accounts and transactions have
been eliminated in consolidation. In the opinion of the Company’s management, the financial statements contain all adjustments
(consisting of only normal recurring adjustments) necessary to present fairly the information set forth therein. These consolidated
financial statements are condensed, and therefore do not include all of the information and footnotes required by accounting
principles generally accepted in the United States of America for complete financial statements. These unaudited condensed
consolidated financial statements should be read in conjunction with the Company’s December 31, 2010 consolidated audited
financial statements and supplementary data included in the Annual Report on Form 10-K filed with the SEC on April 15, 2011.

The results of operations for the six months ended June 30, 2011 are not necessarily indicative of the results to be expected for the
fiscal year ending December 31, 2011, or any other period.

The Company incurred a net loss of $780,458 for the six months ended June 30, 2011, and had net loss of $5,518,703 for the six
months ended June 30, 2010. In addition, the Company had a working capital deficiency of $795,768 and a stockholders’ deficit of
$1,103,848 at June 30, 2011. These factors continue to raise substantial doubt about the Company's ability to continue as a going
concern. During the first six months of 2011, the Company raised $372,500 in net proceeds from the sale of common stock and
exercise of common stock warrants, and $114,500 from the issuance of convertible debentures. There can be no assurance that the
Company will be able to continue to raise additional capital.

Although the Company recently signed an exclusive worldwide distribution agreement, it has not yet realized the revenue it was
expecting from such distribution arrangement. There can be no assurance that sufficient funds required during the next year or
thereafter will be generated from operations or that funds will be available from external sources such as debt or equity financings or
other potential sources. The lack of additional capital resulting from the inability to generate cash flow from operations or to raise
capital from external sources would force the Company to substantially curtail or cease operations and would, therefore, have a
material adverse effect on its business. Furthermore, there can be no assurance that any such required funds, if available, will be
available on attractive terms or that they will not have a significant dilutive effect on the Company’s existing stockholders.

The accompanying condensed consolidated financial statements do not include any adjustments related to the recoverability or
classification of asset-carrying amounts or the amounts and classifications of liabilities that may result should the Company be

unable to continue as a going concern.

Certain reclassifications have been made to prior-year and prior period comparative financial statements to conform to the current
year and period presentation. These reclassifications had no effect on previously reported results of operations or financial position.

NOTE 2 - INVENTORIES

Inventories at June 30, 2011 and December 31, 2010 consist of the following:

June 30, 2011 December 31, 2010
(Unaudited)
Raw materials $ 11,300 $ 5,650
Work in process 11,090 -
Finished goods 11,577 4,904
$ 33,967 $ 10,554
8



NOTE 3 - PROPERTY AND EQUIPMENT

Property and equipment at June 30, 2011 and December 31, 2010 consists of the following:

June 30, 2011 December 31, 2010
(Unaudited)

Furniture and fixtures $ $51,617 $ $51,617
Equipment 112,879 112,879
Leasehold improvements 148,359 143,639
312,856 308,135

Less accumulated depreciation and amortization (152,974) (137,876)
$ $159,882 ¢ $170,259

Depreciation and amortization was $15,098 and $11,661 for the six months ended June 30, 2011 and, 2010 respectively.
NOTE 4 - DEFINITE-LIFE INTANGIBLE ASSETS

Definite-life intangible assets at June 30, 2011 and December 31, 2010 consist of the following:

June 30, 2011 December 31, 2010
(Unaudited)
Patent applications pending $ $14,500 $ $14,500
Less: Accumulated amortization (6,816) (6,332)
$ $7,684 3 $8,168

The Company’s definite-life intangible assets are amortized, upon being placed in service, over the 15 year estimated useful lives of
the assets, with no residual value. Amortization expense was $484 and $483 for the six months ended June 30, 2011 and 2010,
respectively.

NOTE 5 - LOAN PAYABLE — RELATED PARTY

In April of 2010 the Company entered into a line of credit agreement with a significant shareholder. Under the terms of this line of
credit agreement, the shareholder agreed to advance, upon request, a maximum of $675,000 as needed. The company’s ability to
draw from this line of credit expired April 24, 2011, and advances are to be repaid on or before April 24, 2012 with interest accrued
at the rate of 7% annually. During 2010 the Company received advances totaling $299,700, and accrued interest totaling $4,209.

During the quarter ended December 31, 2010, the Company issued an aggregate of 1,940,000 shares of common stock to the
shareholder as follows: (i) 838,986 shares were issued upon exercise of outstanding warrants at an average exercise price of $.23 per
share (the shareholder paid the exercise price by forgiving $188,898 in indebtedness owing to the shareholder), and 1,101,014 shares
(valued at $374,344) were issued in full satisfaction of the approximately $110,000 in remaining principal amount plus accrued
interest owing to this related party in connection with advances made to the Company. In connection with this loan repayment, the
Company incurred finance charges of $259,293.

The balance due under this line of credit agreement as of April 24, 2011 was $26,716. Since the expiration of the line of credit, the
Company has received an additional $17,000 in loans from this significant shareholder, and repaid $14,000. The balance owing this
shareholder as of June 30, 2011 is $29,500 in principal and $459 in accrued interest. Because the terms of the line of credit expired
as of April 24, 2011, the net borrowings of $3,000 are due upon demand.



NOTE 6 - LONG TERM DEBT:

Long term debt consists of the following:

Installment note, bearing interest at 8.8% per annum and June 30, 2011 December 31, 2010

due November 2011. The loan is secured by certain of the (Unaudited)

Company's equipment $ 1,471 $ 3,517

Less current portion 1,471 3,517
$ - 8 -

NOTE 7 - CONVERTIBLE DEBT

During the first quarter of 2011, the Company sold for aggregate consideration of $62,500, five 1% convertible notes of $12,500
each (Notes), and warrants to purchase 750,000 shares of common stock, at an exercise price of $.125 (Warrants) for a term of three
years. The Convertible Notes accrue interest at the rate of 1% per annum, are non-amortizing, have a term of 3 years, subject to the
Company’s right to extend the term for an additional three years, cannot be prepaid, and are convertible, at any time prior to the
maturity date, as the same may be extended, upon 75 days written notice of the holder, into shares of common stock, at a rate equal
to $.125 per share. Accrued interest will be paid on the maturity date in shares of common Stock, valued at $.125 per share, and,
unless the Convertible Note is converted prior to its maturity date, the principal amount of the Note may be repaid in cash or
converted into common stock at a rate equal to $.125 per share, at the Company’s discretion.

During the second quarter of 2011, the Company sold for aggregate consideration of $52,000, 1% convertible notes and warrants to
purchase 624,000 shares of common stock, at an exercise price of $.125 for a term of three years. The Convertible Notes accrue
interest at the rate of 1% per annum, are non-amortizing, have a term of 3 years, subject to the Company’s right to extend the term
for an additional three years, cannot be prepaid, and are convertible, at any time prior to the maturity date, as the same may be
extended, upon 75 days written notice of the holder, into shares of common stock, at a rate equal to $.125 per share. Accrued interest
will be paid on the maturity date in shares of common Stock, valued at $.125 per share, and, unless the Convertible Note is converted
prior to its maturity date, the principal amount of the Note may be repaid in cash or converted into common stock at a rate equal to
$.125 per share, at the Company’s discretion.

The Company recorded a deferred debt discount in the amount of $114,500, to reflect the beneficial conversion feature of the
convertible debt and fair value of the warrants pursuant to Emerging Issues Task Force (“EITF”) 00-27: Application of EITF 98-5,
“Accounting for Convertible Securities with Beneficial Conversion Features on Contingently Adjustable Conversion Rates”, to
certain convertible instruments. In accordance with EITF 00-27, the Company valued the beneficial conversion feature and recorded
the amount of $39,520 as a reduction to the carrying amount of the convertible debt and as an addition to paid-in capital.
Additionally, the relative fair value of the warrants ($74,980) was calculated and recorded as a further reduction to the carrying
amount of the convertible debt and an addition to additional paid-in capital. The Company is amortizing the debt discount over the
term of the debt. Amortization of discounts related to this convertible debt was $14,554 for the six months ended June 30, 2011.

In addition, as an inducement to make this investment, the Company agreed to reprice 1,240,000 warrants, reducing the exercise
price from $.25 to $.15. The Company incurred deferred finance costs of $57,707. These costs will be amortized over the remaining
life of the warrants. For the six months ended June 30, 2011 the Company recognized $22,365 in deferred finance cost, and the
balance of the finance costs, $35,341 is recorded in other assets.
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Amortization of the debt discount on the remaining notes was $49,277 for the six months ended June 30, 2011.

Convertible debt consists of the following:

June 30, 2011 December 31, 2010
(Unaudited)
Convertible notes payable, net of unamortized discount
of $140,643 and $130,060 respectively $ 324957 $ 261,127
Less: Current portion 69,751 157,064
Long term portion $ 255,206 § 104,063

During the quarter ended June 30, 2011, several three year 1% convertible notes in the aggregate principal amount of $196,000, with
various maturity dates during 2011were extended for an additional three years at the request of the noteholder. The Company
incurred no additional cost as a result of these extensions.

NOTE 8 - DEFERRED REVENUE

The Company received a license fee of $255,000 during the fourth quarter of 2010. This license fee is being amortized over the term
of the license agreement’s term of 17 years. The Company recognized $5,000 in revenue during the year ended December 31, 2010,
and has recognized $7,500 in revenue for the six months ended June 30, 2011.

NOTE 9 - RELATED PARTY TRANSACTIONS
Line of Credit

In April of 2010 the Company entered into a line of credit agreement with a significant shareholder. Under the terms of this line of
credit agreement, the shareholder agreed to advance, upon request, a maximum of $675,000 as needed. The company’s ability to
draw from this line of credit expired April 24, 2011, and advances are to be repaid on or before April 24, 2012 with interest accrued
at the rate of 7% annually. During 2010 the Company received advances totaling $299,700, and accrued interest totaling
$4,209.During the quarter ended December 31, 2010, the Company issued an aggregate of 1,940,000 shares of common stock to the
shareholder as follows: (i) 838,986 shares were issued upon exercise of outstanding warrants at an average exercise price of $.23 per
share (the shareholder paid the exercise price by forgiving $188,898 in indebtedness owing to the shareholder), and 1,101,014 shares
(valued at $374,344) were issued in full satisfaction of the approximately $110,000 in remaining principal amount plus accrued
interest owing to this related party in connection with advances made to the Company. In connection with this loan repayment, the
Company incurred finance charges of $259,293. As of June 30, 2011, there is a principal balance due of $29,500, and accrued
interest totaling $459.

The balance due under this line of credit agreement as of April 24, 2011 was $26,716. Since the expiration of the line of credit, the
Company has received an additional $17,000 in loans from this significant shareholder, and repaid $14,000. The balance owing this
shareholder as of June 30, 2011 is $29,500 in principal and $459 in accrued interest. Because the terms of the line of credit expired
as of April 24, 2011, the net borrowings of $3,000 are due upon demand.

Office Space

We are leasing office and production space located in Scottsdale, Arizona from a significant shareholder, Howard Baer, pursuant to
an Amended and Restated Sublease that expires on February 9, 2020, subject to our unilateral right to terminate the Lease on March
31, 2013. Under the original terms of the Amended and Restated Sublease, the annual base rent for the 15,000 square foot facility
was approximately $237,000, payable in equal monthly installments of approximately $20,000. The annual base rent is subject to
increase annually in an amount equal to the greater of 2.5% of the prior year’s base rent and the percentage increase in the Consumer
Price Index. We paid an additional security deposit of approximately $110,000. The Amended and Restated Sublease is a “net lease”,
which means that we are responsible for the real estate taxes, maintenance, insurance and repairs related to the premises we are
leasing.

In October, 2009, we and Mr. Baer agreed in principle to (i) reduce from 15,000 to 11,000 the square footage of the space we are
occupying and (ii) to reduce the base rent from $20,000 to $16,720 monthly (not including real estate taxes (currently $1,480 per
month)). In addition, the lessor has assumed the responsibility for maintenance and repairs for the building and we are obligated to
reimburse the lessor for 70% of such expenses. We incurred approximately $55,000 in rent expense during the first quarter of 2011.

In May of 2011 we and Mr. Baer agreed to (i) further reduce from 11,000 to 5,600 the square footage we are occupying, and (ii)
reduce our rent to $12,320 (not including real estate taxes of $1,480 per month). We incurred approximately $41,000 in rent expense
during the second quarter of 2011.
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In April of 2011 the Company signed a lease for new office and warehouse facilities. This lease calls for deferred rent payments
until September 1, 2011, to allow us time to finish tenant improvements. Monthly rental is approximately $5,400 per month, and is
for a term of 42 months. The Company has not yet completed the tenant improvements necessary to occupy the space due to a
shortage of funds. We anticipate moving in late in the fourth quarter of 2011.

NOTE 10 - LICENSE AGREEMENT

On September 2, 2010, the Company entered into a multi-year exclusive worldwide License Agreement (“Agreement”) for its
ProAlgaZyme ® product (“Product”) with a distributor of health and nutritional products, Zus Health, LLC (“Zus”) (this agreement
was assigned by Zus to Ceptazyme, LLC (Zus’ successor). Under the terms of the Agreement, Ceptazyme, LLC has the exclusive
right to distribute the Product to customers and distributors worldwide, excluding pharmaceutical applications and food, supplement
and medicinal ingredient applications outside of multi-level, network or affiliate marketing (“MLM”). The Company reserved the
right to market and sell isolates and natural and synthetic derivatives of the Product in pharmaceutical applications, as well as
ingredient applications outside of MLM. The Agreement prohibits the Company from selling ProAlgaZyme for the benefit of
customers and distributors worldwide, other than for pharmaceutical and ingredient applications. The Company is also prohibited
from selling any product in the MLM market. In November, 2010, the Company received a payment of $255,000, as provided in the
Agreement, for the exclusive distribution rights. $242,500 of this payment has been recorded as deferred revenue, and is being
amortized over seventeen years. Our receipt of minimum payments under the Ceptazyme, LLC Agreement is subject to among other
conditions our product meeting the FDA’s GRAS standard, which we are currently working on. The Agreement remains in effect
until the expiration of the last patent with respect to the Product, subject to earlier termination as provided in the Agreement. The
minimum payment provisions under the Agreement have not been operative as we do not yet meet the GRAS standard. We
anticipate GRAS compliance by the end of 2011, at which time we expect to begin shipments under the contract.

NOTE 11 - STOCKHOLDERS’ DEFICIT

During the quarter ended March 31, 2011, the Company issued 1,866,667 shares of common stock and received proceeds of
$180,000 for the exercise of warrants. In addition, the Company issued 400,000 shares of common stock and received proceeds of
$50,000 from investors. Pursuant to a private placement, convertible debentures were issued during the quarter ended March 31,
2011, for which a discount of $62,500 was recorded, and warrants to purchase 1,240,000 shares of common stock were repriced,
resulting in deferred finance costs of $57,706. Finally, the Company issued 100,000 shares of common stock for services, valued at
$25,000.

During the quarter ended June 30, 2011, The Company issued 740,000 shares of common stock and received $92,500 in proceeds
from investors. The Company issued 500,000 shares of common stock and received $50,000 in proceeds upon the exercise of
warrants. Pursuant to a private placement, convertible debentures were issued during the quarter ended June 30, 2011, for which a
discount of $52,000 was recorded. The Company issued warrants to purchase 75,000 shares of common stock valued at $8,584 for
services, and issued 333,334 shares of common stock in satisfaction of an obligation to issue common stock valued at $50,000.

A summary of the status of the Company’s warrants is presented below.

June 30, 2011 December 31, 2010

Number of Weighted Average Number of Weighted Average

Warrants Exercise Price Warrants Exercise Price
Outstanding, beginning of year 15,856,999 $ 0.17 22,723,401 $ 0.50
Issued 3,059,000 0.13 3,880,000 0.21
Exercised (2,400,000) (0.10) (9,951,402) (0.13)
Repriced $.15 warrants 1,240,000 0.15
Repriced $.25 warrants (1,240,000) (0.25)
Expired (3,058,666) (0.10) (795,000) (0.50)
Outstanding’ end of period 13,457,333 $ 0.20 15,856,999 $ 0.17
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Warrants outstanding and exercisable by price range as of June 30, 2011 were as follows:

Outstanding Warrants Exercisable Warrants
Average
Weighted
Remaining Weighted
Contractual ~ Exercise Average
Range of = Number Lifein Years  Price Number  Exercise Price
$0.10 1,710,000 0.77 $0.10 1,710,000 $0.10
0.125 2,984,000 2.79 0.125 2,984,000 0.125
0.15 3,523,333 1.62 0.15 3,523,333 0.15
0.225 400,000 2.29 0.23 400,000 0.225
0.25 3,825,000 1.32 0.25 3,825,000 0.25
0.50 1,015,000 1.49 0.50 1,015,000 0.50
13,457,333 1.70 13,457,333 $0.20

NOTE 12- COMMITMENTS AND CONTINGENCIES

Product Liability Insurance - We have only limited product liability insurance. If a product claim were successfully made against
us, there could be a material adverse effect on our financial condition given our liquidity and cash limitations.

Office Lease - We are leasing office and production space located in Scottsdale, Arizona from a significant shareholder, Howard
Baer, pursuant to an Amended and Restated Sublease that expires on February 9, 2020, subject to our unilateral right to terminate the
Lease on March 31, 2013. Under the original terms of the Amended and Restated Sublease, the annual base rent for the 15,000
square foot facility was approximately $237,000, payable in equal monthly installments of approximately $20,000. The annual base
rent is subject to increase annually in an amount equal to the greater of 2.5% of the prior year’s base rent and the percentage increase
in the Consumer Price Index. We paid an additional security deposit of approximately $110,000. The Amended and Restated
Sublease is a “net lease”, which means that we are responsible for the real estate taxes, maintenance, insurance and repairs related to
the premises we are leasing.

In October, 2009, we and Mr. Baer agreed in principle to (i) reduce from 15,000 to 11,000 the square footage of the space we are
occupying and (ii) reduce the base rent from $20,000 to $16,720 monthly (not including real estate taxes (currently $1,480 per
month)). In addition, the lessor has assumed the responsibility for maintenance and repairs for the building and we are obligated to
reimburse the lessor for 70% of such expenses. We incurred approximately $55,000 in rent expense during the first quarter of 2011.

In May of 2011 we and Mr. Baer agreed to (i) further reduce from 11,000 to 5,600 the square footage we are occupying, and (ii)
reduce our rent to $12,320 (not including real estate taxes of $1,480 per month). We incurred approximately $41,000 in rent expense
during the second quarter of 2011.

The Company was leasing, on a month to month basis, a warehousing and bottling facility. The lease called for monthly rentals of
$2,700, plus annual common area maintenance fees. Rent expense under this lease for the quarter ended March 31, 2011 was
approximately $9,550. This building was vacated on April 1, 2011.

In April of 2011 the Company signed a lease for new office and warehouse facilities. This lease calls for deferred rent payments
until September 1, 2011, to allow us time to finish tenant improvements. Monthly rental is approximately $5,400 per month, and is
for a term of 42 months. The Company has not yet completed the tenant improvements necessary to occupy the space due to a
shortage of funds. We anticipate moving in late in the fourth quarter.
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The Company’s future minimum lease payments are as follows:

Year Ending December 31,
2011 $ 189,250
2012 216,925
2013 224,242
2014 206,393

$ 836,810
Business Services Agreement

On October 19, 2009, the Registrant and Great Northern Reserve Partners, LLC (“GNRP”) entered into a Business Services
Agreement (“Agreement”), which supersedes the prior agreement between them entered into in February, 2009 (“February
Agreement”).

The Registrant entered into the Agreement to continue the pursuit of its strategic product and business development objectives.

GNRP was issued 500,000 shares of the Registrant’s Common Stock in connection with the execution of the Agreement, in full
payment of any and all amounts owing under the February Agreement (approximately $142,000 per GNRP) and in recognition of
GNRP’s contribution to the achievement of recent product testing results. In addition, GNRP will be compensated based on hours
expended, sales and other payments (licensing payments, etc.) received by the Registrant, and the achievement of specified
milestones.

Workers’ Compensation — The Company does not carry workers’ compensation insurance, which covers on the job injury.

Guarantees — In May, 2010, we entered into an indemnity agreement under which we indemnified a significant stockholder, Howard
Baer, for any liability incurred by him in connection with guarantying company obligations. We also issued Mr. Baer warrants to
purchase 500,000 shares of common stock as compensation for prior loan guarantees he made with respect to company indebtedness.
These warrants have an exercise price of $.15 (cashless) and a term of 3 years. The warrants were valued at $405,925 using the Black
Scholes pricing model with the following assumptions: volatility 137.66%; annual rate of dividends 0%; discount rate 3.1%.

NOTE 13 - LOSS PER SHARE

Loss per common share is based upon the weighted average number of common shares outstanding during the period. Diluted loss
per common share is the same as basic loss per share, as the effect of

potentially dilutive securities is anti-dilutive.

NOTE 14 - SUBSEQUENT EVENTS

The Company issued 1,124,000 shares of common stock and received $130,000 in proceeds.

On August 17, 2011, the Company received notice from GNRP (see Note 12) claiming that the Company owes them $220,000 for

services rendered from October, 2009 to the present, although the Company has never received a bill detailing any services rendered.
Once the Company receives detailed billing records, it will determine the amount if any owed to GNRP.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

The Securities and Exchange Commission (“SEC”) encourages companies to disclose forward-looking information so that investors
can better understand future prospects and make informed investment decisions. This report contains these types of statements.
Words such as “may,” “will,” “expect,” “believe,” “anticipate,” “estimate,” “project,” or “continue” or comparable terminology used
in connection with any discussion of future operating results or financial performance identify forward-looking statements. You are
cautioned not to place undue reliance on the forward-looking statements, which speak only as of the date of this report. All forward-
looking statements reflect our present expectation of future events and are subject to a number of important factors and uncertainties
that could cause actual results to differ materially from those described in the forward-looking statements.

99 ¢ 99 .

Critical Accounting Policies

The accompanying discussion and analysis of our financial condition and results of operations are based upon our financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United States of America
("US GAAP"). The preparation of these financial statements requires us to make estimates and judgments that affect the reported
amounts of assets, liabilities, revenues, and expenses, and related disclosure of contingent assets and liabilities. These estimates form
the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. We
base our estimates and judgments on historical experience and all available information. However, future events are subject to
change, and the best estimates and judgments routinely require adjustment. US GAAP requires us to make estimates and judgments
in several areas, including those related to recording various accruals, income taxes, the useful lives of long-lived assets, such as
property and equipment and intangible assets, and potential losses from contingencies and litigation. We believe the policies
discussed below are the most critical to our financial statements because they are affected significantly by management's judgments,
assumptions and estimates.

Results of Operations for the three months ended March 31, 2011 and 2010.

Net Sales. Net sales for the six months ended June 30, 2011 were $56,689 as compared to $33,160 for the comparable prior
period. These sales reflect principally revenues from the distribution of our ProAlgaZyme® product. The increase in our revenue
for 2011 is due to our exclusive distributorship agreement with Ceptazyme, LLC to distribute our product. In the fourth quarter of
2010 we received an initial licensing fee payment of $255,000 under the terms of this exclusive distributorship agreement. We
recognized $7,500 in revenue from this licensing fee during the first six months of 2011.

Although we anticipate the realization of increasing revenues from our exclusive distributorship agreement with Ceptazyme,
LLC, our ability to realize any such increased revenue is dependent upon the satisfaction of certain conditions, including our
product’s meeting the FDA’s GRAS standard or receiving New Diet Ingredient (“NDI”) status form the FDA, which we have not
satisfied as of this date, though we are working on meeting the GRAS standard. The minimum payment provisions under the
distributorship agreement have not been operative because we do not yet meet the GRAS standard. We anticipate GRAS
compliance by the end of 2011, at which time we expect to begin shipments under the contract. If we are unable to meet he GRAS
standard (or NDI status), there will be a material adverse affect on our business, financial condition and results of operations.

Throughout 2010 and 2011, we were adversely impacted by a shortage of funds which has severely impeded our ability to
market, test and expand the production of our ProAlgaZyme® product. Although we signed an exclusive distribution agreement in
September of 2010, we intend to explore additional potential marketing opportunities, consistent with the limitations placed upon us
by our exclusive distribution agreement with Ceptazyme, LLC. We believe that our ability to generate sales of the ProAlgaZyme®
product will depend upon, among other things, further characterization of the product, identification of its method of action and
further evidence of its efficacy, as well as advertising. The testing necessary to further characterize the product, identify its method
of action and further substantiate its effectiveness is ongoing.

Cost of Sales. Cost of Sales was $73,626 for the six months ended June 30, 2011, as compared to $19,910 for the
comparable prior period. Cost of Sales represents primarily costs related to raw materials, labor and the laboratory and controlled
production environment necessary for the growing of the algae cultures that constitute the source of the biological activity of the
ProAlgaZyme® product, and for conducting the necessary harvesting and production operations in preparing the product for sale.
The increase in cost of sales for 2011 is due to an increase in overall production, combined with additional costs incurred in bottling
our product offsite until the improvements to our new warehouse facility are completed.
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Research and Development Expenses. For the six months ended June 30, 2011, we incurred $179,283 on research and
development expenses, as compared to $199,524 for the comparable period in 2010. These expenses are mainly comprised of costs
associated with external research. Our research and development costs remain relatively stable as we work to complete the research
begun in the first quarter of 2011. This research was initiated to further explore ProAlgaZyme®’s potential efficacy on the
management of cholesterol levels. We have identified several potential bioactive compounds, but additional research aimed at
isolating the compound further is expected to be completed during the fourth quarter of 2011.

Selling and Marketing Expenses. Selling and marketing expenses were $8,526 for the six months ended June 30, 2011, as
compared to $65,895 for the comparable prior period. The decrease in 2011 was due to the reclassification of wages paid to our
Executive Vice President, combined with increased focus on research, resulting in our de-emphasizing marketing.

In the past we were only accustomed to nominal sales of our sole product, ProAlgaZyme. In September of 2010, we signed
an exclusive distribution agreement to sell our product. This exclusive distribution agreement called for an initial licensing fee of
$255,000 (received in October of 2010) and monthly orders which increase as our ability to produce product increases, subject to
satisfaction of certain conditions, including satisfaction of the GRAS standard (or NDI status); we are still working on meeting
GRAS. An initial order of $51,100 was received in December of 2010. Due to several delays in the design of new packaging, this
order was shipped in full during the month of April, 2011. During the second quarter of 2011 we received orders for 15,000 bottles.
We shipped approximately 6,600 bottles. We delivered an aggregate 2,640 additional bottles during July and August of 2011, and
we anticipate further orders in the near term, subject to the ability of Ceptazyme to remit payment as required under the terms of the
contract. However, we do not expect the distributor to begin purchasing the minimums until we satisfy the FDA’s GRAS standard

(Note 11)

We intend to explore additional third party distribution channels for our product, consistent with the limitations placed upon
us by our exclusive distribution agreement with Ceptazyme, LLC. The limit on our ability thus far to advertise our product (due in
part to the need for additional testing) has had and, until we are able to advertise our product based upon the results of “class of
compound” testing and identification of the bioactive ingredient, will continue to have, a material adverse effect on sales revenue and
operating results. We intend to continue to pursue clinical study of our product and, subject to the results of such testing, increase
advertising in 2011, subject to availability of sufficient funding, which we do not currently have.

General and Administrative Expenses. General and administrative expense was $182,839 for the six months ended June
30, 2011, as compared to $711,309 for the comparable prior period. The decrease in general and administrative expense during 2011
is due primarily to an approximate $530,000 decrease in administrative salaries, of which approximately $500,000 was in the form of
stock based compensation, a non-cash expense.

Professional and Consulting Expenses. Professional and consulting expense was $311,556 for the six months ended June
30, 2011, as compared to $1,816,956 for the comparable prior period. The decrease in professional and consulting expense during
2011 is due primarily to a decrease in stock based compensation of approximately $1,500,000, and a decrease in legal fees of
approximately $29,000, offset by an increase in accounting fees of approximately $49,000.

Liquidity and Capital Resources

Historically, we have not generated any material revenues from operations and have been in a precarious financial condition. Our
unaudited consolidated financial statements have been prepared on a going concern basis, which contemplates the realization of
assets and satisfaction of liabilities in the normal course of business. We have had recurring losses from operations. Our primary
source of funds during the six months ended June 30, 2011 was from the sale and issuance of equity securities as well as proceeds

from the issuance of convertible debentures. We anticipate that our operations and costs through the 4th quarter of 2011 will be
funded from the proceeds from private placements and warrant exercises as well as the issuance of new debentures. We have an
immediate and urgent need for additional capital. If we are unable to raise the capital necessary to fund our continuing operations,
we will not be able to continue as a going concern and you will suffer a total loss of your investment.

As of August 17, 2011, we had a cash balance of approximately $300. We have had only limited revenue ($64,189 for the six
months ended June 30, 2011) and have incurred significant net losses since inception, including a net loss of $780,458 for the six
months ended June 30, 2011. Subject to our product’s meeting the FDA’s GRAS standard or receiving New Diet Ingredient (“NDI”)
status form the FDA (neither of which standards do we currently meet), the revenue guaranteed to us under the exclusive distribution
agreement is expected to contribute significantly to funding our normal operations. However, we have, since inception, consistently
incurred negative cash flow from operations. During the six months ended June 30, 2011, we incurred negative cash flows from
operations of $516,007. As of June 30, 2011, we had a working capital deficiency of $795,768 and a stockholders’ deficiency of
$1,103,848. Although we recently raised a limited amount of capital, we have an immediate and urgent need for additional capital.
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During the six months ended June 30, 2011, our operating activities used $516,007 in cash, a decrease of $470,225 from the
comparable prior period. The approximate $470,000 decrease in cash used by operating activities was primarily attributable to the
following (all of which are approximated): a $4.7 million decrease in net loss, a $2.2 million decrease fair value adjustment of
derivative liability (a noncash expense), a $1.4 million decrease in stocks and warrants issued for services (a noncash expense), a
$400,000 decrease in finance costs paid with warrants, and a $478,000 decrease in obligations to issue common stock, partially offset
by a $205, 000 increase in accrued expenses and accounts payable.

During the six months ended June 30, 2011, our financing activities generated $515,421, a $519,326 decrease from the comparable
prior period. The decrease in cash provided by financing activities was due primarily to a decrease in proceeds from sales of
securities.

Although we raised a limited amount of capital during the first six months of 2011, we continue to experience a severe shortage of
capital, which is materially and adversely affecting our ability to run our business. As noted above, we have been largely dependent
upon external sources for funding. We have in the past had great difficulty in raising capital from external sources. Subject to our
ability to meet the FDA’s GRAS standard, which we do not yet meet, our exclusive distribution agreement should generate revenue
to help cover at least a portion of our normal operating expenses; however we will still be reliant upon external financing for the
continuation of our research program. With the leasing of our new manufacturing and office facilities, we anticipate being able to
increase our production as necessary to meet the minimum requirements called for in our distribution agreement, subject to having
sufficient capital, which we do not currently have.

We estimate that we will require approximately $1,500,000 in cash over the next 12 months in order to fund our normal operations.
In addition, we will require additional funding in the range of $500,000 to $1,000,000 to fund our research initiatives. Based on this
cash requirement, we have an immediate and urgent need for additional funding. Historically, we have had great difficulty raising
funds from external sources; however, we recently were able to raise a limited amount of capital from outside sources.

In addition, we have only limited product liability insurance. If a product claim were successfully made against us, there could be a
material adverse effect on our financial condition given our liquidity and cash limitations.

Significant elements of income or loss not arising from our continuing operations

Except as set forth below, we do not expect to experience any significant elements of income or loss other than those arising from our
continuing operation. For the six months ended June 30, 2010, we recognized $2,223,991 of expenses, and for the three months
ended June 30, 2010 we recognized $2,240,616 of income for financial statement purposes based on the change in fair value of
derivative liabilities.

Seasonality

Our product is directed to the improvement of the health of our consumers, and we do not expect that operating results will be
affected materially by seasonal factors. In addition, ProAlgaZyme® is cultivated in a climate-controlled laboratory environment, not
subject to seasonal growing effects or influences

Staffing

We have conducted all of our activities since inception with a minimum level of qualified staff. We currently do not expect a
significant increase in staff.

Off-Balance Sheet arrangements

We have no off-balance sheet arrangements that would create contingent or other forms of liability.



Item 4 T. Controls and Procedures

Management’s Report on Disclosure Controls and Procedures. We maintain disclosure controls and procedures that are designed to
ensure that information required to be disclosed in our Securities Exchange Act reports is recorded, processed, summarized and
reported within the time periods specified in the SEC’s rules and forms, and that such information is accumulated and communicated
to our management, including our Chief Financial Officer, to allow timely decisions regarding required disclosure. In designing and
evaluating the disclosure controls and procedures, we recognized that any controls and procedures, no matter how well designed and
operated, can provide only reasonable assurance of achieving the desired control objectives, as ours are designed to do, and we
necessarily were required to apply our judgment in evaluating the cost-benefit relationship of possible changes or additions to our
controls and procedures.

As of June 30, 2011, we carried out an evaluation, under the supervision and with the participation of our management, including our
principal executive/principal financial officer, of the effectiveness of the design and operation of our disclosure controls and
procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934. Based upon that evaluation, our
principal executive/principal financial officer concluded that our disclosure controls and procedures, as defined in Rules 13a-15(e)
and 15d-15(e) under the Securities Exchange Act of 1934, are effective in enabling us to record, process, summarize and report
information required to be included in our periodic SEC filings within the required time period.

Changes in Internal control Over Financial Reporting. There have been no changes in our internal control over financial reporting
that occurred during the period covered by this report that have materially affected, or are reasonably likely to materially affect, our
internal control over financial reporting.
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PART II - OTHER INFORMATION
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

During the quarter ended March 31, 2011, the Company issued 1,866,667 shares of common stock and received proceeds of
$180,000 upon the exercise of warrants. In addition, the Company issued 400,000 shares of common stock and received proceeds of
$50,000 from investors. During the quarter ended March 31, 2011, the Company issued (i) Convertible debentures in the principal
amount of $62,500 (convertible into common stock at $.125 per share), and (ii) warrants to purchase 750,000 shares of common
stock (at an exercise price of $.125 per share), all for gross proceeds of $62,500. In addition, the company re-priced 1,240,000
warrants from $.25 to $.15 per share to induce the convertible note investment. Finally, the Company issued 100,000 shares of
common stock for services, valued at $25,000.

During the quarter ended June 30, 2011, The Company issued 740,000 shares of common stock and received $92,500 in proceeds
from investors. The Company issued 500,000 shares of common stock and received $50,000 in proceeds upon the exercise of
warrants. Pursuant to a private placement, convertible debentures were issued during the quarter ended June 30, 2011, for which a
discount of $52,000 was recorded. The Company issued warrants valued at $8,584 for services, and issued 333,334 shares of
common stock in satisfaction of an obligation to issue common stock.

We believe that the foregoing transactions were exempt from the registration requirements under Rule 506 of Regulation D
promulgated under the Securities Act of 1933, as amended (“the Act”) or Section 4(2) under the Act, based on the following facts:
there was no general solicitation, there was a limited number of investors, each of whom was an “accredited investor” (within the
meaning of Regulation D under the “1933 Act”, as amended) and was (either alone or with his/her purchaser representative)
sophisticated about business and financial matters, each such investor had the opportunity to ask questions of our management and to
review our filings with the Securities and Exchange Commission, and all shares issued were subject to restrictions on transfer, so as
to take reasonable steps to assure that the purchasers were not underwriters within the meaning of Section 2(11) under the 1933 Act.

Item 5. Other Information
NONE.
Item 6. Exhibits

Exhibit Number Description

3.1 Articles of Incorporation of Health Enhancement Products, Inc., as amended

32 Amended and Restated By-laws of the Company (1)

10.1 Lease between the Company and BCO, LLC dated February 28, 2011

31.1%* Certification of the Principal Executive Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a) of the Securities
Exchange Act of 1934, as amended

31.2* Certification of the Principal Financial Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a) of the Securities
Exchange Act of 1934, as amended

32.1 Certification of the Principal Executive Officer pursuant to U.S.C. Section 1350 as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002

322 Certification of the Principal Financial Officer pursuant to U.S.C. Section 1350 as adopted pursuant to Section

906 of the Sarbanes-Oxley Act of 2002
(1) Filed as Exhibit 3.2 to the Registrant’s Form 10SB, filed with the Commission on April 20, 2000 and incorporated by this
reference

*furnished herewith (all other exhibits are deemed filed).
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SIGNATURES

Pursuant to the requirements of the Securities and Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

HEALTH ENHANCEMENT PRODUCTS, INC.
Date: August 22, 2011

By: /s/John Gorman
Executive Vice President

Pursuant to the requirements of the
Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in the
capacities and on the dates indicated.

Signature Title Date

By: /s/ John Gorman
(John Gorman) Director August 22,2011
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LIST OF EXHIBITS
Exhibit Number Description

3.1 Articles of Incorporation of Health Enhancement Products, Inc., as amended

32 Amended and Restated By-laws of the Company (1)

10.1 Lease between the Company and BCO, LLC dated February 28, 2011

31.1%* Certification of the Principal Executive Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a) of the Securities
Exchange Act of 1934, as amended

31.2* Certification of the Principal Financial Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a) of the Securities
Exchange Act of 1934, as amended

32.1 Certification of the Principal Executive Officer pursuant to U.S.C. Section 1350 as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002

322 Certification of the Principal Financial Officer pursuant to U.S.C. Section 1350 as adopted pursuant to Section 906

of the Sarbanes-Oxley Act of 2002

(1) Filed as Exhibit 3.2 to the Registrant’s Form 10SB, filed with the commission on April 20, 2000 and incorporated by this
reference.

*furnished herewith (all other exhibits are deemed filed)
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FILING FEE: $50,00
BY: LAUGHLIN ASSOCIATE

A ARTICLES OF INCORPORATION | ﬁ‘;%"’ﬁogg%gm»
WAR 25 Toms- | v STREET =
28 1983 , oF. CARSON CITY,

i |
WL ECHUARN . STBITANY €1 3Tany L. PECK ENTERPRISES, INC. WVACA - #970%

#o..d851zBlerner  The name of the corporation fs:

L. PECK. ENTERPRISES, INC.

SECOND. 1ts principal office in the State of Nevada is located
at 2527 North Carson Street, Suite 205, Carsvon City, Nevada B9701, that
this corporation may maintain an office, or offices, fn such other place
within or without the State of Nevada as may be from time to time
designated by the Board of Directors, or by the Ry-Laws of said Corpora-
tion, and that this Corporation may conduct a1l Corporation business of
every kind and nature, including the holding of all meetings of Directors
and Stockholders, outside the State of Nevada as well as within the State

of Nevada,

THIRD. The objects for which this Corporation {s formed are:

To engage fn any lawful activity,

FOURTH. That the total number of voting common stock authortzed
that may be used by the Corporation s TWENTY-FIVE HINDRED (2, 5@0} zmmas
of stock without rmminai or par value and no other class of stoclt shal) m
authorized. Said shares without nominal or par value may m fsmd ”& the _
corporation from time to time for such considerations as uy be fixed m

time to time by the Board of Directers.
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g;g;g The govarning hoord of this corporattan ﬁh:t) be knoun

’ :jas dtrectors. and ‘the number of directors may from time to time be in-

creased or dgcregsed in such manner as shall be provided by the By-Laws

‘of this Cérporatiﬁn,;ﬁrovidlng that the number of directors sha’l not be
‘reduced to less than three (3), except that in cases where all the shares

. of the corporation are unissued or owned beneficially and of record by

efther one or two stockholders, the number of directors may be less than
three {3) but not less than the number of stockholders.

The name and post office addruss of the first Board of Directors

'shatl be one (1) in number and 1isted as follows:

POST OFFICE ADDRESS

NAME POST OFFICE ADDRESS

Dorothy J. Laughiin 2527 N. Carson Street, Sufte 205, Carson City, NV 89701 .

SIXTH. The capital stock, after the amount of the subscriotion

price, or par value, has been paid in, shall not be subject to as&essnent to

pay the debts of the corporation.

SEVENTH. The name and post office address of the Incorporator
signing the Articles of Incorporation is as fo1!8us:.'
R  POST OFFICE AGORESS

Dorothy J. Laughlin 2527 N. Carson Street Suite 205, Carson City. n%‘!$?0¥

~ EIGHTH. The corporation is to have perpetual existence.

.2n



"Dfrigcw‘s deems Mp&dlént am‘svfor, the best interests of the CWW‘“”‘

: m in fu'rtheén@e' a‘é‘c not in limftation of the mri con-
férred by .itatote. the Board of Directors Is expressly author_i zed:
Suiject to the By-Laws, if any, adopted by the Stockholders, to
make, alter or amend the By-Laws of the Corporatfon.

' To/ fix the amount to be reserved as working capital over and sbove
fts capital stock pﬂd in; to authorize and cause to be executed, mortgages
and lmis upon tﬁe real and personal property of this Corporation.

By resolution passed by a majority of the whole Board, to

designate one (1) or more committees, each committee to consist of one or

‘more of the Directors of the Corporation, which, to the extent provided in

the resolution, or in the By-Laws of the Corporatfon, shall have and may -
exercise the powers of the Board of Directors in the management of the
business and affairs of the Corporation. Such comnittee, or committees,
shall have such name, or names, as may be stated in the By-Laws of the

Corporation, or as may be determined from time to time by reso\dnon

adopted by the Board of Directors,

When and as authorized by the affirmative vote of the smm*m
holding stock entitling them to exercise bat least a majority of the vottug ‘
power given at a Stockholders meeting called for thatknufvose'._ orm Ty
authorized by the written consent of the holders of at Teast a mjority of ;

“the voting stock fssued and outstqnding, the Board of Ofrectors shall iun

power snd authority at any meeting to sell, lease or exchange anl of the

property and assets of the Corporation, including its g’m_dﬁui)% and SR80 s

corporate franchises, upon such terms and conditions as fts Board of

“3-



‘ TENTH.  No shareholder shall be entitled as a matter of right to
subscribe for or receive additional shares of any class of stock\5! the
Corporation, uheéher now or hereafter suthorized, or any bonds, débantures
or securities convertible into stock, but such additional shares of stock
6r'othcr §ecur1ttes convertible fnto stock may be issued or disposed of by
the Board of Directors to such persons and on such terms as in its discre-

tion 1t shall deem advisable,

ELEVENTH. This Corporation reserves the right to amend, alter,
change or repeal any provision contained in the Articles of lncorpdrition,
in the manner now or hereafter prescribed by statute, or by the Articles
of Incorporation, and all rights conferred upon Stockholders herein are

granted subject to this reservation.

I, THE UNDERSIGNED, being the Incorporator hereinbefore named
for the purpose of forming a Corporation pursuant to the General Cnrpéra-
tion Law of the State of Nevada, do make and fflé/these Articles of":
Incorporation, hereby declaring and certifying that the fncts hereiu

stated are true, and accordingly have hereunto set my hand this _ 25th

dey of __March 1983

/J.:f*“

qé




% )

. STMEOF NEVAA )

‘COUNTY OF CARSON
On this _ 25th qay of  March 1983 ¢, Carson City,

Nevada, before me, the undersigned, a Notary Public in ard for

the County of €°'$°“ , State of Nevada.,personally’appearg¢:
Uoro;hy J. Laughlin '

Known to me to be the person whose name is subscribeé ta the -
foregoing document and acknouledged to me that he/she executed

the same.

VY
Novary Bybile - Nevada
\ - Y/ . arnon City

el &rmmmtmtquq

(SEAL)
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. 'Ltu an 3471
" THEN iFF;CsEr g?g“,‘ms STATE OF NEVADLA
SECRETARY Of OFFICE OF THE SECRETARY OF STATE
QTATE OFNEVADA ! . State Capitol Complex
. ) Carsan City, Nevada 89710
DEC 11 1398 - i
a 125)-%3 Certificate of Revival Pursuant to NRS 78,730
e r—————— K I .
EAN HELLER, SECRETARY OF STATE

Fcr office use only above thisg line.

1. The name of the corporation: MM% .

2. The name and addrass of the corpo;.'ntian‘s resident agent:

(PhEsical address of RHTEE: Agent) 0a (Mailing address of Resident Agaent)

3. The dace when the revival of the charter 1{s to commence: -ch_ LO ﬁﬁ %

4. Indicare whether. or not The revival 18 to be perpe:ual, :md if not. perpe:ual the tima ' /i
The corpoxation's exiscenca shall be:{PERPETUALYor - .

for vhich the revival 1s to, concinua.

(Time for wnich the revival 1s to com:inue)

5. We/I declare thac the coryorznon desires to zevive its coxporare charcet and s, or has ..

been, organized and carrying on the business authorized by its existing or oviginal charcer,
and amendments thereto, and desires to'continue through revival its existence pursuant to
and subject to the provisions of cthis chapter.

Ta~-

6. The names and addresses of the president, secretary and treasurer and all of the corpora-

tion’s directors are as follows:
L -
: L3N0 .

presiden v ) (address) .
. ; . T .
. address) - ¥
7

(secratary),

Leasurer {address) 4
LS \3«»’?&@“ 1991 e Wolldoy P4 S.LC. 0T 47
(d:.rcctur% (address) ” i: ! 2! ) .
(diteczor) You may accach addicional psges,, 1if nesbgsary. . .

The undersigned declare that :hey have obtamcd written consent of all the stockholders of
che corporation and that unanimous conscat was secured and that they ave the person(s)
ppoinced by the stockholders of the corporation to revive the corporation.

designated

‘(3{gnaturc)

Signed and sworn to (or affirmed) before me on

1210 N8 by _Tahn Ridhe,
(name(s) of person(s) making scatesent)

dace
(-’ ) ¥
Arrach addizional page(s;, 1if necessary.

gebzgoooebAj
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SCREVARY OF STATE OF THE .

3TATE OF NEVADA

MAY 2 ] 1999 CERTIFICATE OF AMENDMENT OF ARTICLES OF INCORPORA TION
W 1951-233 OF WESTERN GLORY HOLE, INC.

J R, SECAETARY OF STATE ) » ) )
pureLE We the undersigned, Fred Hetfcron, President and John Riche, Secretary of Western Glory

Hole, Inc.. do hereby certify that the Board of Directors of said corporation at a meeting duly
convened, held on the 14* day of Apni, 1999 adopted a resolution to amend the original articles as
follows: :

Article First which presently reads as follows:

ARTICLE FIRST
Corporate Name
The name of the corporation 1s: L. PECK ENTERPRISES, INC (

Is hereby amended to read as follows:

ARTICLE FIRST
Corporate Name
The name of'the corporation is: WESTERN GLORY HOLE, INC.

Article Fourth which presently reads as follows:

ARTICLE FOURTH
o Stock
That the total number of voting common stock authonized that may be used by the
Corporation 1s TWENTY FIVE HUNDRED (2,500) shares of stock without nominal or par value
and no other class of stock shall be authorized. Said shares without nominal or par value may be
issued by the corporation from time to time for such considerations as may be fixed from time to time

by the Board of Directors

Is hereby amended to read as follows:

ARTICLE FOURTH
Stock
The totai authorized capital stock or the Corporation is 100,000,000 shares of Common
Stock, with a par value of $0, 601 (I mil). All stock when issucd shall be deemed fully paid and non-
assessable  Ne cumulative voting, on any matter to which Stockholders shall be cntitled to vole, shall

be allowed for any purpose

The athonzed stock of this corporation may be issued at such time, upon such terms and
conditions and lor suck consideration as the Board of Directors shall, from time 10 time, determune
Sharcholders shali not have pre-emptive rights to acquire unissued shares of the stock of this
Corporation




Article fifth which presently reads as follows:

ARTICLE FIFTH
Dircctors :

The governing board ot this corporation shall be known as dircctors, and the number of .

dircciors may from time to time bz increased or decreased in such manncr as shull be provided by the
By-I.aws of this Corparation, providing that the number of directors shall not be reduced to less that
three (3), except that in cases where all the shares of the corporation are unissucd or owned
beneticially and of record by either one or two stockholders, the number of dircctors may be less than
three (3) but not less than the number of stockholders.

The name and post office address of the first Board of Directors shall be one (1) in number

and listed as tollows

NAME POST OFFICE ADDRE
Dorothy J. Laughhn 2527 N. Carson Street, Suite 205, Carson City, NV. 8970

Is hereby amended to read as follows:

ARTICLE FIFTH
Directors
The Directors are hereby granted the authority to do any act on behalf ot the Corporation as may
be allow by law. Any action taken in good taith, shall be deemed appropriate and in each instance
where the Business Corporation Act provides that the Director may act in certain instances where the
Articles of lncorporation so authorize, such action by the Directors, shall be deemed to exist in these
Articles and the authority granted by said Act shall be imputed hereto without the same specifically
havirg been enumeratcd herein

The Board of Directors may consist of from one (1) to ninc (9) directors, as determined, from
tme to time, by the then existing Board of Directors,

THE FOLLOWING NEW ARTICLES ARE HEREBY ADOPTED

ARTICLE TWELVE
COMMON DIRECTORS

As provide by Nevada Reviscd Statutes 78,140, without repeating the section in full here, the
same isadopted and no contract or other transaction between this Corporation and any ofits oflicers,
agents or directors shall be deemed void or voidable solely for that reason The balance of the
provisions of the code section cited, as it now exists, allowing such transactions. is hercby
incorporated 1n this Article as though more tully sct-lorth, and such Article shall be read and
interpreted to provide the greatest lat:itude in its applicauon

!
N



ARTICLE THIRTEEN
LIABILITY OF DIRECTORS AND OFFICERS

No Director, Ofticer or Agent, to include counsel, shall be personally liable to the Corporation
or its Stockholder for monetary damage for any breach shall be presumed that in accepting the
position as an Ofticer, Director, Agent or Counsel, said individual relied upon and acted in reliance
upon the terms and protections provided for by this Article. Notwithstanding the foregoing
sentences, a person specifically covered by this Article, shall be liable to the extent provided by
applicable law, for acts or omissions which involve intentional misconduct, fraud or a knowing
violation of law, or for the payment of dividends in violation of NRS 78.300. "

ARTICLE FOURTEEN
ELECTION REGARDING NRS 78.378 - 78.3793 AND 78.411 - 78.444

This corporation shall NOT be governed by nor shall the provisions of NRS 78.378 through
and including 78.3793 and NRS 78.411 through and including 78.444 in any way whatsoever affect
the management, operation or be applied in this Corporation. This Article may only be amended by
a majority vote of not less than 90% of the then issued and outstanding shares of the Corporation.
A quorum of outstanding shares for voting on an Amendment to this article shall not be met unless
95% or more of the issued and outstanding shares are present at a properly called and noticed
meeting of the Stockholders. The super-majority set-forth in this Article only applies to any
attempted amendment to this Article.

The number of shares of the corporation outstanding and entitled to vote on an amendment
to the Articles of Incorporation is 517,500 ; that the said change(s) and amendment have been
consented to and approved by a majority vote of the stockholders holding at least a majority of each
class of stock outstanding and entitled to vote thereon.

Zt Wt

Ffed Heﬁ’eroﬁ, gésfdem

Lyﬁn Riche, Secretary/Treasurer

State of Utah

County of Salt Lake '
On iéﬁ Ny 24 z jﬁ;_[_ personally appeared before me, a Notary Public, _@WL
and M 2 A who acknowledged that they executed the above | ment.

17/

saLZYNETTE NOERRING t( Publi
A 1 Emigration Canyon p i
Saft Lake City, UT 84108 No ry ¢
My Commiss.on Expires
November 12, 2002
STATE OF UTAM

NOTARY PUBLIC M /é&[ i
)
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DEAN HELLER /g
Secmaryofsutse s L / 7 s
204 North Carson Street, Suite 1 -
Gorson Gity. Nevada 907014289 - FIED 8 C /PIT7 52
1 ¥ {775) 584 5708 ia L AR ST

Website: secretaryofstate.bix :

DEC 0 9 2063
Nz orEE g ) ; 2
Certificate of Amendment DEAN HELLER, SECRETRY O St |
(PURSUANT TO NRS 78,385 ang 78.280)
|

2 importont: Reas altecnsd ins et sis hefore complating form. ABQVE SPACE IS FOR DHRCE LISE ONLY
[ of Amendment to Articles of Incomoration
For Nevada Pro tions
(Pursuant to-NRS 78.385 and 78.390 - After Issuance of Stock).

1. Name of corporation: —  Westonn Glony Hole, Ine.

2. The articles have been amended as follows (provide article numbers
ARTIOLE T - NAME A N O
The. name. of this conporativn Shaiti bos
HEALTH_ENHANCEMENT PRODICTS INC,

i avaiiabl

3. The vote by which the stockholders holding shares in the corporation entitling them fo Bexercise
at least a majorily of the vating power, or such greater proportion of the voting power as may be
required in the case of a vote by classes or sefies, or as may be required by lhe provisions of the
articles of incorporation have voted in favor of the amendment is; ¥

4. Effective date of filing (optional):

<. =)
F {must 5ate lsicr (han 90 iyt ufter ta ovl He0 15 hled) "

5. Officer Signature (required):

Ho
"i any prapnsed amendinent wouly #lter or chang

any prefarence or any/felative or lher right given 1y any class or series of
outstaring shares. ihen the Amgngment must ba approved by tha vot

n Addition to thi affirmative: yote otharwise required, of the
ho{ders af shares repisenting & mayarity of the vating powar of aach daes or series affgeled by tha amendment rogardless of
limitations ar restrictiong un the volinig powear thereof.

IMPORTANT: Failury to ing
filing to be rejected.

SUBMIT 1n DURL ICATF

tlude any of the above infarrhation and submit the proper fees may cause this

THis form st v

P L & e e by, Sep IR e sohuctig,

% A8 TR M Rrsmnt 2y
Bazam sy 1 VRS
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" "IItem 2. The Aticle 4 Stock of the Articles of Incorporahon of the Corporanon as amended, is amended to rend inits entzrety as

“IThe total authorized capital stock of the corporatxon xs 150,000,000 shares of Common Stock, with a par value of $0.001.. All -

ROSS MILLER

Secretary of State

204 North Carson Street, Suite 1
Carson City, Nevada 89701-4520

(775) 684 6708
Waebsite: www.nvsos.gov : Filed in the office 6f Document Number
20100454014-01
’ ; o %—— Filing Date and Time
];oss ]tinlIer‘f St 06/23/2010 8:00 AM
. ccretary of State Intity Number
Certificate of Amendment SuteofNevada | (4 8511983

(PURSUANT TO NRS 78.385 AND 78.390)

USE BLACGK INK ONLY - DO NOT HIGHLIGHT ABOVE SPACE IS FOR OFFICE USE ONLY

Certificate of Am e icles of Incorporatiol

For Nevada Profit Corporations
(Pursuant to NRS 78.385 and 78.390 - After Issuance of Stock)

1. Name of corporation:
Health Enhancement Products, Inc.

2. The articles have been amended as follows; (provide article numbers, if available). -

follows:

stock when issued shall be deemed fully paid and nonassessable. No cumulative votmg, on any matter fo whlch Stockholders
shall be entitled to vote, shall be allowed for anypurpose % SIS Ty ; .

The authorized stock of thxs corporatlon may be issucd at suoh tlme, upon such terms and conditions anid for such consideration
as the Board of Directors shall, from time to time, determine. Shareholders shall not have preemptive rights to acquire unissued

shares of stock of the Corporation.

3. The vote by which the stockholders holding shares in the corporation entitling them to exercise
a least a majority of the voting power, or such greater proportion of the voting power as may be
required in the case of a vote by classes or series, or as may be required by the provisions of the

articles of incorporation® have voted in favor of the amendment is:r 4 l

4, Effective date of filing: (optional) r

(must not be later than 90 days after the certificate is filed)
5. Signature: (required)

z{g‘jlwe of Officsr .
y proposed amendment would alter or change any praference or any relative or other right given to any class or series of
outstanding shares, then the t must ba app by the vote, in addition to the affirmative vote olhewvlse required, of

the holders of shares representing a majority of the voting power of each class or series affacted by the dless to
Iimitations or restrictions on the voting power thereof,

IMPORTANT: Failure to Include any of the above information and submil with the proper fees may cause this filing to be rejected,
Navada Secietary of Stale Ar:er‘:;e Prafit-Aflet

This form must be accompéniad by appropriate fees. ovisod: 3609

ey
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STANDARD COMMERCIAL REAL ESTATE LEASE

Thus Lease 1s entered into between Lessor and Lessee as of the 2 g day of F {Jﬁ@ }/ L2011
L Biasie Terms.
Ik, "Lessor" means. BCO 83 LL.C An Areeona Limited Linbility Company
£ "Lessar'saddress for the purpose of notice and rent payments” medns
BCOL.L.C.
8711 E. Pinnacle Peak Rel.
P.M.B, #2582
Scottsdale, Az 85255
E¥ "Lessee” means HEALTH ENHANCEMENT PRODUCTS INC. & Nevada Corporation
1.4 "Lssee's address for the purpose of nblice” means
7740 E. Evans Rd.
Suite AT
Scottsdale, AZ, #5260
bt wpon occupancy by Lessee of the Premises, Lessee’s sddress for the purposes of all notices
shall be the Premises,

L5 "Lesser’s Trade Name" means HEALTH ENHANCEMENT PRODUCTS INC. a MNevada
Carporation

16 "Projeet” means that praject, located ot 15610-6 N, B3 Wiy, Scottsdale, AZ., R52610), Maricopu
County,

1.7 “Premises” means that portion of the project commonly known as 15610 N 83" Way, Scottsdale,
AL, 83200, outlined on the site plan attached hereto as "Exhit “A",

I8 "Rentable Floor Area” of the Premises means approximately 9,868 squure feet,

1.9 "Rental Commencement Date” means March 1, 2011

(B "Term" means 42 months.

(BB “Lease Commencement Date" means On or Before March 1, 2011

f12 “Expitation Date” means August 31, 2014

113 “Annual Rent”" means as outlined on the Rental Schedule attached berein as *Exhibit “B”.

114 “"Rent" means the Annaal Rent and all other sums owing hereunder, including Teaant Improvement
Installments,

1,15 "Security Deposit” means Eleven Thousund Eighty Eight and 18100 Daollars (51 I 0R5.18)

1,16 "Use" means the Corporate Headquarters.and entire manufacturing operation gonsisting of grow
space for an ulgac-based preduct, filiration, bottling, and shipping/receiving for o dietary
suppiement called ProAdgieyme,

.17

"Broker” means Mike Kane of Colliers International and Jim Licherthal of Cutler Commercial

Exhibit 10.1

/A




1.1 "Tenant Improvements” means the improvements set forth on the attached Exhibie 0", if any.

119 “Tenant Improvement Installments” means any payments required hercunder o be made by Lessee
to Lessor o repay Lessor for SUIms adyanced by Lessor for part or all of the cost of the Tepunt Improverments.

1.20 “Options to Extend Lease Term” means conditions as outlined on the attached Exhibit "C”, if any.

2 Premises. Lessor hereby leases 1o Leéssee and Lessee leases fram Lessor the Premises for the Term, at the
Annual Rental, and upon ull of the conditions set forth hierein

3 Project. The Premises are o part of the Project us set forth in Paragraph |
4. Term.
41 The Term of the Lease shull be the number of months specified m Parsgraph 110 and hall

commence on the Lesse Commencement Date specitied in Faragraph 111 and shall expire on the Expiration Dare specified in
Paragraph |

4.2, Delay in Possession. Notwithstanding the Lease Commencement Date, 1f forany regson Lessor
does not deliver possession of the Premises to Lessee on s date, Lessor shall not be subject to any lubility there for, nor shall
such fallure affect the validity of this Lease or the obligation of Lessee hereunder or extend the Term hereof, but in such case,
Lessee shall not be obligated 1o puy Kent until possession of the Premises 15 tendered to Lesses. If Lessor shall not have
delivered posséssion of the Premises within sixty (60) diys from Lease Commencement Dite, Lessor may in it sole discretion
cancel this bedse by giving written notice of such: cariceliation to Léssee, in which event the parties shull be discharged from all
obligations hereurder. I Lessor has not delivered possession of the Premuses to Lessee within ten (10) davs from the Lease
Commencement Diate, then Lessee may concel this Lease, In such event the piarties shall be discharged from all obligations
hereunder and the security deposit shall be refunded 1o Lessee and there shall be no other obligations between Lessee and Lessor,

43 Early Possession. If Lessee deeupies the Premisgs prior to the Commencement Date, such
oceupaney shall be subject to oll provisions hereof, such occupancy shall not udvunce the Lease Expiration Dute, and Lessee
shadl not pay rent for such period at the rates-set forth in Exhibit "B,

5 Rent and Tax

5.1 Rent. Commencing on the Rental Commencement Date specified i Paragraph 1,9, Lessee shall
pay to Lessor the Annual Rent set forth in Exhibit "B, payeble in monthly instaflments as set forth in Exhibit “B” on or before
the first day of cach month, in advance. Rent for any period during the Term hereof which is for less than ene month shall be o
pra i portion of the monthly installment, Rent shall be payable in lawful money of the United States 1o Lessor at the address
stated herein or to such ather persons or st such other places as Lessor may designale in writing

52 Rent Tax. Lessce shall be lable for any tax (now or hercafter imposed by any governmental
cntity) applicable o or measured by or on the Rent or any other churges puvable by Lessee under this Lease, ineluding (but not
limited to) pross receipts-tux, trandaction privilege tx, or excise tux with respeet 1o the receipt of Rent ar ather charges of the
possession, leasing or operation, use or occupaney of the Premises, but not including any net income, franchisé, capiial stock,
estate or inheritance fuxes. Lessee shall pay to: Lessor at the same time as Lessee pays its monthly installment of Annual Rent
and ot the same time as Lessce pays to Lessor any other sums of money hereunder upon which the afarementioned tax is
impuosed, an amount equal to such tax.

. Security Deposit. Lessee shall deposit with Lessor upon exccution hereof the amount set forth in Paragraph
1.15 as security for Lessee's faithiul performance of Lessee's obligations hereunder, If Lessee fuls to pay Rent or other charges
due hereunder, or othérwise defuulis with réspect 1o any provision of this Lease, Lessor may use, upply or retain, without notice
t Lessee, all or any portion ofsaid deposit for the payment of uny Rent or other charge in default or for the payment of any other
sum to which Lessor may become obligated by reasan of Lessed's default, or to compensate Lessor for any loss or damuge that
Lessor muy-suffer thereby. Application of the Security Depesit by Lessor shall not be deemed a cure of the defuult and: Lessar
shall be entitled o pursue any other right or remedy provided herein. I Lessor so-uses or applies ¢l or any partion of sad
depasit, Lessce skall within three (3) days afier wrilten demand therefor deposit cash with Lessar in an amount sufficient to
restore the Security Deposit to the full amount hereinabove stated and Lessee's failure to do so shall be a matenal breach of this
Ledse. In the event at any tme or from time o lime the monthly installment ol Annual Rent then pu:.'ublc exceeds the amount
Lessee has on deposit with Lessor as and for Sceurity Deposit, Lessee agrees to deposit an additional amotnt with Lessor so that

%
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the Sccurity Deposit at all times equals the monthly mstallment of Annual Rent then payable, Lessor shall nol be required to
keep sud deposit soparate from (s general oécounts, If Lessee performs vl of Lessee’s obligations hereunder, said deposit, or so
much thereof as has not theretofore been applied by Lessor, shall be returned, without pavment of interest of other increment for
its use, fo Lessee (or, at Lessor's opiton, fo the last assignee; if any, of Lessee’s interest hereunder) at the expiration of the Teem
hereof, and after Lessee has vacated the Premises, No trust relanonshup is ereated herein between Lessorand Lessee with respect
s Secdnty Deposit. IF Lessee 15 in defiult under this Lease more than twice within any twelve (12) month period,
irrespective of whether or nol such default s cured, then withowt limiting Lessor's ather rights and remedies provided for in this
Lease, at liw or in cquity, the Security Deposit thay Lessee 15 obligated to muntain shall automatically be doubled and Lessee
must deposit’ the deficieney with Lessor upon demand.  Upon ihe sale of the Premiges the amount of the Security Deposit then
hetd by Lessor and not previoushy applied by Lessor shall be transferred 1o the purchusir, and Lessor shall have no: further
ohligation regarding the Security Deposit and Lesses shall look soley to the purchaser for reium of the Security Deposit or dny
portion thereof. Provided Lessee {s not in default with any of the provisions.of this Lease, one half { 1/2) of the seeurity deposi as
specified in section 1,15 shall be refunded for the month of September, 2012,

7 Llse

T Use The Premises shall be used and oceupied only for the uses set forth in Paragraph 1 16.and for
no other purpose whatsoever, Lessee shall procure ai Lessee’s sole expense, any permits or licences required for the trnsiction
of business in the Fremises. Notwithstanding anything hevein ta the contrary, in the event Lessee's man afacture, distritbution, o
process” creates any objectinnable odor, vibvations or other nuiscence to the adjacent tenancy o surrcuiding property owneis,
upan notification (o Lessee, Lessee shall remedy such circumstances wr Lessee’s sole costand expense in a tmely munner

T Compliance with Law, Lessee shall, o Lesser's expense, comply promptly with all applicable
zoning statutes, ordinances, rules, regulations, orders, covenants and restrictions of reeord and requirements in effect during the
Term with respect to the Premises. Legsee shall not use nor permit the use of the Premises in any munner that will tend to create
waste of § nuisance or, if there shall be more than ané tenant in the Project, shall tend o disturb such other tenants,

T Condition of Premises. Except us otherwise provided in this paragraph ind Lease, Lessed herehy
accepts the Premises “AS IS ineluding but not limited to the mezzanine located in the warehause porlion of the Premises, of
which Lessor does not warrant its! compliance with code br structural standards: In their condition existing 1s of the Lease
Commencement Date or the date thal Lessee takes possession of the Premises, whichever is earlier, subject to all applicable
zoning, munieipal, county tind state laws, ordinances and regulations governing -and reguluting the use of the Premises, and any
eovenanis or restnctions of record, Lessee accepts this Lease subject thereto and 1o all mutters disclosed thereby and by any
exhibits altuched hereto. Lesses acknowledges that neither Lessor or Lessor's agent has made uny reprosentation or warranty as
to the condition of the Premises ar present or future suitability of the Premiscs for the conduct of Lessee's business. Lessee
specifically acknowledges that it kas examined and inspected the conditian of the Premises, including )l mechanical, electrical,
plumbing, heating and vennluting equipment, and that the sume Have been determined by Lessee, biased apon its inspection, 1o be
in good condition and repair. In the event the Premises is 13 g “shell condition™ with Tenant Improvisments 1o be constructed,
Lessec shall fnspect the Premises within ten (10) days following the issuance of @ certificate of oscupancy permit dnd submit a
punch List of any discrepancies to Lessor for resolution by Lessor. Lessee warrants that Lessee’s manufacture, distribution,
growing and genetal business process shiall not create any undue wear or tear or sccelarted depreciation or the mechanical
systems that service the Premises. Notwithstanding the foregoing, Lessor herely warrants that the mechanical, electrical,
plumbing, heating and ventilating equipment shall be defect free Tor the first ninety (90 days of the Lease Term, provided
any repair or replacement to said systems within the said warranty period is not necessitated by the negligence of Lessee,
or Lessee's employees, coniractors or invitees,

B Maintenance, Repairs and Alterations.

8.1, Lessee's Obligations, Lessee shall, at i3 expense, keep the Premises in firse class order, condition
and repdir and shall make all repairs and replicemients necessary to preserve the Premises in such condition, including, without
limittion, plumbing, heating, ventiluting and air conditioning systems for the exelusive use of the Premises, electrical and
lighting facilivies end equipment and all other utility facilities and systeins exclusively serving the Premises, the loading dock
serving the Prermses, if any, and the adjoining alleys, if"any, and all fixtures, interiar walls, interior surfaces of exterion wills,
store front, ceilings, windows, window frames, doors; door frames; door cheeks, cabinets, draperies, window COvErings, capeting
and other floar coverings; plate glass and skylights located within the Premises, Lessee shall furnish to Lessor o copy of o
contract with o competent outside contructor requiring said contractor to provide adequare semi-annual preventative msintenaace
with respect to any and all HVAC { evaporative cooler units within andior servieing the Premises. In the event Lessee fails to
furnish Lessor with the aforesaid contract, Lessor reserves the right to charge Lessee an annual fee of $200.00 per HVAC /
evagorative unit . In no event, however, shall said charge to Lessee shift the responsibility of mulntaining sald equipment
tn Lessor. Provided that Lessee fornishes Lessor with the aforesaid contract, Lessee's liubility for each HYAC/evaporitive
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unit shall be limited to $750.00 per unit, per occurrence, per calendar year (from January 1-December 31) Tor all major
repairs.

g2 Candition of the Premises Upor Surrender. On the Tust day of the Term hereof, or on any sooner
termination, Lessee shall surrender the Premises to Lessor in the same condition as when received, ordinary wear and fear
excepied, clean and free of debns. Lessce shall leave the air lines, power pancls, électrical distribution systems, lighting fixtures,
space heaters, air condinoning, heating; plumbing and fencing on the Premises in good operating condition

4.3, Lessor's Obligations. |.essor shall, upon writen notice from Lessee to Lessor, mantain in good
order, condition and repair the foundations, extenior wulls of the Premises (collectively, the "Structure’).  Lessor shall not be
liabie for und Lessee shull not be entitled 10 any abatement of Rent with respect 1o any injury 1o or intarferenice with Lesse's
business urising from any repair, maintenance, plieration or improvement in and © any portion of the Project or the Premises,
Lessee expressly waives the benefit of any starute pow or heredfler in effect that would otherwise afford Lessee the right 10
termmate this Lense because of Lessor's failure to keep the Premises or the Project in first cluss oriler, condition and repair,
Notwithstanding anything to the contrary contwned herein, (2) Lessor shall not be liable for faiture 1o nuintain the Structure in
first class order, condition and repair unless Lessee hos previgusly given Lessor written notice of the need for maintenznce or
repair (o the structure, and Lessor has failed 10 commence and complete sueh work within i reasonable time following receipt of
such written notice und (b) Lessor shull have na obligation 10 repair uny damige 1o the Structure caused by the acts or omissions
of Lessee

54 Alterations and Additions.

Bl Lessee shafl not, without Lessor's prior written consent make any alerstions,
improvements, additions, or utility instaltations in, on'or about the Promises, exeept for nonstructural alierations not exceeding
Two Thousand Five Hundred Dollars ($2,500.00) m cumubative costs during the Term of this Lease that da not frequire o
building permit or pther governmental permit. In any event, whether or not in excess of Two Thousand Five Hundred Disliars
(52,500,00) in cumulative cost, Lessee shall make no change or slteration 1o the exterior of the Premises without Lessor's nrigr
writlen consent,  As used i this Purigraph 8.4, the rerm “Unlity Installations™ shall include slerations, additions ar
improvements o-air lines, power panels, electrical distribution systems, lighting fixtures, space heaters, air conditioni ni, heating
and plumbing. Should Lessee make any alterations, improvements, additions or Utility Instatadlations without the prior approval
of Lessar, Lessor shall be entitled to require that Lessee promply remove any or all of the samie. Any ulierations, improvements,
or udditions shall be completed in & good and workman like manner i accordance wich applicable faws; ordinances, rules and
regulations, usiag like materials as found in the Premises, and shal| be completed m the exercise of reasonable diligence.

B42  Any alterations, improvements; additions or Utility Installations in or shout the Premises
that Lessee shall desire 1o make and which requires the cansent of the Lessor shall be presented 1o Lesser in written form, with
proposed detmiled pians. 17 Lessor shall give its consent, the consént shall be deemed conditioned upon Lessee acquiring &
pernt 1o do so if such 1s required from appropriate governmental agencies, the furnishi ng of a copy thereof 1o Lessor prior ta the
commencement of any work and the compliance by Lessee of all conditions of said permit in a prompt and expeditious manner,
Lessee shall pay, when due, all elaims for labar or materials fumished or alleged 1o have been furnished to or for Lessee at o for
use in the Premises, Liessee shall give Lessor not less than ten (10) days’ written nolice prior to the commencement of any work
in this Premises, and Lessor shall have the right (o post notices af non-responsibility in or on the Premises as provided by law. 1f
Lessee shall, in good faith, contest the validity of any such lien, claim or dermnd, then Lessee shall, at its sole expense; furmsh a
surety bond complyng with ARS8, §33-1004, as the same may from time 1o lime be amended or sueceeded, and otherwise
satisfactory o Lessor holding the Premises free from the effect of such lien or claim, In addition, Lessor may require Lessee fo
pay Lessor's attamey fees and costs in participating in such action if Lessor shall decide it is in its best interost (o dosa,

843, All alterations, improvements, additions, Utility Installations, cquipment, machinery,
fixtures, and other property affixed to or installed in the Premises, whether by Lessor or on behalf of Lessce, and whether ot
Lessor's expense or Lessee's expense shall be the property of Lessar and shall tiot be removed at the expiration of the Term ar
earlicr termination thereof. Any trade fixtures installed by or af the expense of Lessee at the Premises (collectively, "Lessee's
Property”) that are removable without damage to the Premiscs shall be and remain Lessce's Property and, it the expiration of the
Lease term or carlier vermination thereod, shall be removisd by Lessee ot Lessee's sole cost dnd expense. Lossce shall promptly
repair any damage to the Premises resulting from such remaval, Any of Lessee's Property not removed from the Premises before
the expiration of the Lease term or earlier termination thereof, at Lessor's option, shall cither become the propenty of Lessar or
oy be removed by Lessor, and Lessee shall pay to Lessor the cost of such removal wnd disposal thereof and the coss o repir

any damage oceasioned 1o the Premises or 10 the Project by reason of such removal within ten (10 days after delivery of o

statement therefor to Lessee.
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B44.  Lessec shall not change locks, keving of locks or install other locks on deors without the
written congent of Lessor.

845 all sheratons, improvements, additions, Utility Installations, equipmient, machinery,
fixtures; and other property affixed woor installed in the Premises shall conform to the following Mechanics Liens eriterin:

8451 NOQ LIENS. In the event Lessce couses work to be done to the Premises,
Lessee shall pay of cause to be paid all costs for suld work or caused to be done by Lessee on the Premises; and Lessee shall keep
the Premises und the Project free and elear of all mechanics” liens, materialmen’s liens, professional sérvice liens and other liers
an aceount of work done or materials supplied (o Lessee or Persons claiming under Lessee Lessee shall keep Lessee's leaschold
interest and any improvements which wre or may become the property of Lessor pursuant (o this Lease free and clear of all liens
aof attachment or judgment liens: Before commencing construction of any alterations wndior improvements on the Premiscs,
Lessee shall provide Lesser with a list (including address and contact telephone number) of all contructors, subcontractors and
suppliers providing labor, materials, equipment or services in relation to the construction.  In the event there are monetary
inercases, or addinons/deletions to the aforesaid list, Lessec shall promptly notify Lessor of such changes in writing. Monthly,
until all Lessee smprovemients and/or alterations are campleted, and af such other times as Lessor may request, Lessee shall
provide 1o Lessor copics of tnconditional lien releases, in statutory form, for all contrictors, subcontraciors and supplicrs
providing labor, materials, equipment or services i relation o the construetion, including any person or entity nving served o
preliminary 20-day notice upon Lessee or Lessor (collcetively “Potential Lien Claimanis™),  Upen fingl completion of any
construction and/or alteration, Lessee shall provide 1o Lessor unconditional final lien releases, in statutory form, for sl Potential
Lier Claimants,

5452 CONTEST, If Lessee shall desire to contest any clam of lien, Lessce shall
furnish Lessor adequate security in the pmount of the cluim, plus estimated costs and {nterest, or at Lessar's request, Lessee shall
procure and record a bond tssued by o responsibile corporate Surcty in such amount as is revuired by statute for the discharge of
the lien. [Fa final judgment establishing the validity or existence of o lien for arjy amount is entered, Lessee shall immediately
pay and satisfy the same,

8453 LESSOR'S PAYMENT. If Lessee shall fail 1o pay any churge for which a
mechanics’ or materialmen’s lien claim and/or suit to foreclose o lien have been filod, and if Lessee shall not have provided
secutity to protect the property and Lessor against such clam of lien, Lessor may (but shall not be so required) pay the clam and
any costs, and the amounts so paid, together with reasonable attomeys” fees incurred in connection therewith, shall be
immiediately due and owing from Lessee to Lessor, nnd Lessee shall pay the sume to Lessor, together with an administrative fee
in an amount equal to fifteen percent (15%) of the costs 50 neurred, as well as intercst a the Default Rote from the dates of
Lessor's payments. Al such amaunts shall be added to and collectuble pursuint te the Persons] Guarantee, if any, attsehed as an
exhibit 1 the Lesse,

8454, NOTWHE Should any claim of lien be filed against the Premises or any setion
affecting. the title o the property on the Froject be commenced, Lessee shall give Lessor prompt written notice thereof.

§455  NOAGENCY AND NON-RESPONSIBILITY NOTICES. Lessecand Lesssar
agree that any and ol construction and/or improvements upon the Premises by or on behalf of Lessee is for Lessee's benefit, and
Lessee ismot, inany way the agent or representative of Lessor for the purposes of entering into any contractor or other obligation
for any such consmuction andfor improvements.  Lessor and its Representatives shall have the right 1o g0 upen and inspect the
Fromises at all reasonable times and shall have the right to post and keep posted thereon notices of non-responsibility, or such
other nonces which Lessor may deem to be proper for the protseiion of Lessor’s interest in the Premises. Léssee shall, before the
commencement of any work which might result in mechanies’ or muterialmen’s lien, give Lessor writtén notice of Lisser’s
ingention to do so in sufficient time fo enuble the posting of sueh notices,

BA45.0. ABATEMENT CONTINGENT UPON COMPLIANCE. In the event of rental

absaternents; or coneessions relating to work as set forih in paragraph 8.4 above, such abatements or cancesstons are expressly
cantingent upan Lessee’s full compliance with the obligations of this parugraph 8.4, und all such sbatements shall cease, und all
previously abated rent shall become due and payable if Lessee shall fail to camply with the provisions of this parugraph 8 4
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13 Insurance ndemnity.

1. Liability Insuranee. Lessee shill, at Lessce’s expense abtain and keep in foree during the Term a
policy of Cammereial General Liability insurance insuring Lessor and Lessee against any labtlity arising out of the awnership,
use, occupancy or mantenance of the Premises and all weas appurtenant thereto. Such insurance shull bé g combined
Commercial General Liability palicy in-an amount not less than Cine Million Dollars (81,000,000) combined single limit per
accurrence and Two Million Dollars ($2,000,000) aggregate, The policy shall ensure performance hy Lessee of the mdemnity
proyisions of this Paragraph 9. The limits of said msurance skall not, however, limit the liability of Lessee hereunder. If Lessee
shiall faul 10 procure and maintain said insurance, Lessor may, but shall not be required to, procure and maintain the same, bt u
the expense of Lessee. Lessee agrees to reimburse Lessor for the cost thereof within five (5) days after receipt from Lessor of o
statement therefore.

22 Property Tnsurance.

L2 Lessor may obtainand keep in foree during the Term of this Lease o policy or policies of
“Special Form™ insurance covering loss or damage to the Prenises in such amownt as Lessor deems appropriate. Said insuranco
shall provide for payment of loss thereunder to Lessor ot to the holders of mortgages or deeds of trust on Lessor's interest in the
Prenises. Lessar may, in addition, obtain and keep in force during the Term @ policy of loss of rental income insurance covering
a period of one year, with loss payable to Lessor, which insurance shall alse cover all real estote taxes, insurance costs and
Cammon Area Operating Costs (as defined in Seclion 19.2) for said period. IFsuch loss of renmal income insurance coverage has
a deductible clause, Lessee shall be liable for such deductible amount. Lessee agrees to pay Lessees proportionate share of the
premivms for all such mswrance (the “Insurance Premiums™). [essee's proportionse shire means the partion of the whele that
the rentable floor area of the Premises bears 1o the total rentable floor area of busldings within the Project, from time 1o time,
which is covered by such insurance. Should Lessor eleet 1o obiuin such insurance covernge, Lessee shall pay Lessor for its
prepartionate share of the Insurince Premium through the annual budget for Common Arca Maintenance (€A M.).

922 Lessee shall pay for wiy incresse in the Insurance Premium if suid increase is caused by
legsie’s use or ooeupancy of the Premises.

923 Lessor will not insure Lessee’s Property or Tenant Improvements unless the Tenant
Improvemients have become a part of the Premises under Paregeiph 8 hereof. Lessee shall insure Lessee's Property and Tenant
Improvements.

93 Insurance Policies: Insurance required hereunder shall be in compunies holding o "General
Policyholders. Rating® of at least A minus; and financial rating of ot least V11, -ns-set forth in the most carrent jssue of "Best's
Insurance Guide". Lessce shall deliver to Lessor duplicate originals or certified copies of policies of sueh issuisnee or
vertificates, in form ucceptable 1o Lessor, evidencing the exisience and amounts of such nsursnee with loss pavable clauses as
requited by Lessor. No suoh policyshall be cancelable or subject 1o reduction of coverage or at the option of the Lessor, other
maodification exeeptafier thrty (30) days' prior wiitten notict 1o Lessor and, if required, to Lessor's lenders. Ledsee shall, at least
thirty {30} days prior to the expiration of such policies, furnish Lessor with renewals or "binders” thereo?. Lessei shill not dio or
permit to be done anything which shall invalidate the insurance policies referred to in Paragraphs 9.1 and 9.2,

94 Waiver of Subrogation. As long as therr respective insurers so permit, Lessee ind Lessar each
hereby refease and relieve the other, and waive their éntire right of recovery agoimst the other for loss or damvage arising aut of or
incident to the perils to be insured against under Paragraphs 9.1 und 9.2, which perils accur in, on or about the Premise, whether
due 1o the negligence of Lessor or Lessee or their agents, emplovees, contractors and/or invitees, Lessee and Lessor shall, upan
obtaiming the policics of insurance required hereander, pive notice Lo the insurance carier or carriers thit the foregoing mitual
wanver of subrogation s contained in this Lease,

- 9.3, Indemnity. Lessee shall indemnify and hold harmless Lessor from and against any and all elaims
arising from Lessee’s use of the Premises, or from the conduct of Lessee's business ar from any netivity, wark or things done,
permitted or suffered by Lessee in or sbout the Premises or elsewhere and shall further indemnify and hold harmless Lessor from
and ogainst any and all claims arising from any breach or default in the performance of any obligation on Lessee's part to be
performes under the terms of this Lease, or arising from any neglipence of the Lessee, o any of Lessee's agents, contractors,
invitees, licensees, guests or employecs, and from and against all costs, attorneyd fees, expenses and liabilities incurred in the
defense of any such clim or any acton or procecding brought theréon. In case any acltion or proceeding be brought agamst
Lessor by reason of any such claim, Lessee upon notice from Lessor shall defend the same ui Lesses's expense by counsel
satisfactory 1o Lessor. Lessee, 45 a material part of the consideration to Lessor, hereby ussumes all risk of damage 1o property or

injury 1 persons, in, upon or about the Premises arising from any cause and Lessee hereby waives all claims in vespeat theteof
against Lessor




. Exemption of Lessor Trom Liability. Lessee hereby releases Lessor from Hability for injury to
Lessee’s business or any loss of income there from or for damage to the goods, wares, merchandise or ather property of Lessee,
Lessec's. employees, invitees,: cusiomers, or any other person (n or about the Premises, and for injury © the person of Lessee,
Lessee's employees. invitees; customers or any other persan whether sueh dumage or injury s caused by or results from fire,
steam, electricity, gas, water or rain, or from the breakage, leakage, obstruchion or other defects of pipes, sprinklers, wires,
appliances, plumbing, ait conditioning or lighting fixtures; or from any other cause, whether the said damage or injury resules
from conditions arising upon the Premises o upan other portions of the building of which the Premises are o padt, or from other
saurees or places and regardless of whether the eause of such damage or mjury or the means of repairing the same (& insceessible
to Lessee: Lessee further releases Lessor from liability for any damoges arising from uny act or neglect of any ather tenant, if
any, of the building i which the Premises ure located.

10, Damage or Destruction.
1.1, Definitions.

[0 "Premises Partial Damage” shall mean' damage or destruction 16 the Premises to the
extent that the cost of repair is less than fifty percent (50%) of the then replacement cost of the Premises. "Building Partial
Damage” shall herein mean domage or destruction 1o the building of which the Premises are a part ta the extent that ke cost of
repair is kess than Aty percent {30%) of the then replacement cost of such building as a whole,

10,12, "Premises Total Destruction” shall mean damage o destruction 1o the Premises to the
extent that the cost of repair s Gty pereent (50%) or more of the then replacément cost of the Premises. "Building Total
Diestruction” shall mean danmige or destruction to the buikbing of which the Premises are o purt o the extent that the cost of repnr
15 fifty percent (50%) or more of the then replacement cost of such building ss:a whale.

1013, “Insured Loss" shall mean damage or destruction which was ciused by an event fir
which Lessor has received inswrance proceeds m the amount necessary to repair such damage or destruction and such proceeds
have been released by any lender for such reconstruction,

10.2. Partial Damage or Total Destruction — Insured Loss. 1 at any time during the Term dirmage
vecurs, which is an insured loss and which falls into the classification of Premises Pirtial Damage or Building Partial Damage,
then Lessar shall, af Lessor’s expense, repair such damage, but not Lessec’s Property or Tenant lmprovements unless the same
have become & part of the Premises. pursuant 1o Parigraph 8.4 4 hereof, 4 soon a5 reasonably possible after Lessor has received
the insurance proceeds-for such insurcd Loss and this Lease shell continue in full force and cffect.

103, Partial Damage - Uninsured Loss: 17 at a0y tine during the Term damage occurs which is not an
msured loss, Lessor miy at Lessor’s option either (1) repair such damage as soon as reasonably possible al Lessor's expense, in
which event this Lewse shall continue in full foree and effect (unless caused by snegligent or willful act of Lessee in which event
Lessar may make the repairs af Lessee's expense), or (i1) give written 1o natice 1o Lessee of Lessor's termination of this Lease,

14, Total Destruction. 17 ul any time during the Term there 15 damage, which falls in the classification
of Preauses Total Destriction, or Building Totul Destruction, this Lease shall, at Lessor's option, excreised by writien notice to
Lessee, ferminate as of the dite of such towl destruction. If Lessor does not elect to terminate, then the provisis of Paragraph
10.2 abave, shall upply. )

|05, Damage Near End of Term. 10 at any timé during the last siv {6) months of the Term there 15
damage, whethier or not an insured loss, which falls within the clussification of Premiscs Partial Damige or Building Fartial
Daruige, Lessor may at Lessor's option terminate this Lease as of the date of occurrence of such dumige by giving writlen notice
to Lesses of Lessor's election to do so.

0.6, Abatement of Rent; Lessee’s Remedies,

6.1, In the evenl of damage and Lessor repairs or restores: the Promiuses pursiant to the
provisions: of this: Paragruph 10, the ‘Rent payable bereunder for the pertad during which such damage, Tepalr or Festoration
continues shall be sbated in proportian to the degree o which Lessee's use of the Premises |s mparred. Except for shatement of
renl, il any, Lessee shall have no elaim agamst Lessor for any damage suffered by reason of any such damage, dcs.lruclnm,.n:pair
ar restorsition,
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L6201 Lessor shall be obligated 1o repair or restore the Premises under the provisions of this
Puragraph 10 end shll ot commence such repair or restoraion within one hundred twenty (120} days after such abligations
sholl acerue; Lessee muay al Lessee's option and s its sole right cancel and terminate this Lease by siving Lessor written notice of
Lessee’s election o do so-at any time prior to the commencement of Such repair or restorution. [n such event, this |ease shull
terminate as of the date of such nobice.

10.7. Termination — Advance Payments. Upon terminaton of this Lease pursuant to this Paragraph
Wb, an equitabile adjustment shall be made concerning advance Rent and any advance payments made by Lessee to Lossor, Lessor
shall, in addition, rewm to Lessee so much of Lessee's Security Deposit as has not theretofore been applied by Lessor, In
whdition, oll scerued but unpaid Common Area Operating Costs shall be prorated to Lessee based upen [10% of the current

year's Common Area Operating Cost budger, or in the event acurrent year's budget i nat availablé a5 of the termination date of

this Lease, 1 HI% of the previous calendar year's Common Arca Operating Costs. All accrued but unpuid Real Property Taxes
shall be prorated based upon | 10% of the-most recent aseeriirable Real Property Taxes:

108 Waiver. Lessor and Lessee waive the provisions of any statutes which relate 1o terminition of
leases when leased property is destroyed and ageee that-such event shall be-governed by the terms of this Lease:

|1 Real Property Taxes.

|11 Payment of Taxes. Lessee shall pay its proportionate share of Real Property Tax as defined in
Paragraph 112, spplicable to the Premises during the Term. IF any such laxes shull cover any period of time prior o or after the
expiration of the Term hereol, Lessee’s share of such taxes shall be equitubly prorated to cover only the period of time within the
tax fiscal year during the Term.

L1, Definition of "Real Property Tax. As used herein, the term "Real Property Tax” shall include any
form of real estate tax or assessment, generdl, special, ordinary o extrordinary, and any license fee, commercial rentl 1ax,
impravement bond or bonds; levy or tax (other than inheritance; personal income of estate taxes) imposed an the Premises by any
autharity having the direct or indireet power to tax, including any city, state ar federal gavernment, or ey school, agricultural,
sanitary, fire, street, drumage or other improvement district tiereaf, s against any. legal or equitable interest of Lessor in the
Premises or in the real property of which the Premises are o part, as againgt Lessor's right to Rent of ather income there from, and
as pgainst Lessor's business of leasing the Promises, The term "Real Property Tax" shall also include any tax, fee, levy,
ussessment or charge (1) in-substution of, partially or totally, any s, fee, levy, sssessment or charge hereinabove ineluded
within the definition of "Real Property Tax,” or (i1) the nature of which was hercinbefore included within the definition of "Real
Property Tax," or (i) which is impesed by reason of this trapsaction, any modificanions or cheanges hereto, or any transfers
hereaf

(0 Real Property Tax, Lessee shall pay Lessee's propertionate share Real Property Tax. Leéssee’s
proportionate shate means the portion of the whole thut the Floor Area of the Premises bears 1o the total Floor Area of all
buildings within the Project, which are included within the tax bifl, Lessee shall pay Lessor 1ts proportionate share of Real
Property Taxes within fificen (15) days of the date of trunsmission by Lessor to Lessée of a statement reflecting the Real Property
Taxes and Lessee's proportionate share thereof,

L4, Joint Assessment. If the Premises are not separtely wisedsed, Lessee's linhility shall be an
equitable propartion of the Real Property Taxes for all of the land and improvements ineluded within the tax parcel assessed,
such praportion 1o be determined by Lessor from the respective valuations assigned in the assessor's worksheels of such other
information as may be reasonably aviilable. Lessor's reasonable determination therenf, in good faith, shall be conclusive;

115 Contest of Real Property Taxes. |f Lessor contests the ameunt of uny el Property Tax, or
assessments, Lessee shull pay Lessee’s proportionate shure of oll costs and expenses, ineluding attorney’s fees incurred by Lessor
("Tax Contest Costs”), within ten (10) days after receipt of written notice thercof, however, In no event shall Lessee's
propartionate share of such Tax Contest Costs plus the resulting i liability for the Premises exceed the amount of tix Tntbaility
for the Premises if Lessor had not contested such taxes and ussessments.

(N Personal Property Taxes.

11.6.1,  Lessee shall pay at least thirty (30) days before delinquency all tikes, license fees,
public charges, and assessments assessed agunst and levied upon Lessee's Property. When possible, Lessee-shall cause Lessee's
Property to be assessed prid billed separately from the real property of Lessor,

R4,




11.6.2. If Lessee's Property shall be gssessed with Lessors property or if the ussessed value of
thie Premises is increased, whether by special assessment or otherwise, by the melusion therein of the value placed on Lessee’
Froperty, Lessee shall pay Lessor the taxes attnibitable o Lessec’s Property within ten (10) days after receipt of a written
statement setting forth the taxes applicable fo Lessee's Property

12, Utilities. Lessee shall pay for all water, gas, heat, hight, power, ielephone and other utilities wnd services
supplicd to the Premises. Lessor reserves. the right to separately meter utility services for Lessee. If any such services are it
separately metered to Lessee, Lessee shall pay 4 reasonable proportion o be determined by Lessor of all charges jointly metered
with tther Premises. Lessor shall pot be liable for and Lessee shall not be entitled 1o an abatement or reduction of Rent by
reason GF Lessors or the utiliny company's failure 10 furmish any of the foregong wtilities for any reason whatsoever, nor shal|
such failure under such eircumstances be construed a5 i constiuctive or setunl eviction of Lessee,

13 Assignment and Subletting.
131 Lessor's Consent Reguired.

F314 Lessee shall not direetly or indireetly, voluntarily or by operation of law, sell, assign,
encumber, pledge or otherwise transfer or hypotheeate all or any part of the Premses (vollcotively “Assignment™), or permit the
Premuses 1o be otcupied by anyone other than Lessee or sublet all or any part of the Prennses (“Sublease,” or “subletting”)
without Lessor's prior written consent in each instance, which consent shall ot bie unreasanably withaeld,  Any sale or pther
transler, ingluding fransfer by consalidation, merger, or reorganization of tweniy-five percent (25%) of more of the voting stock
of Lessee if Lessee is a corporation or any sule or othér transfer of twenty-five pereent (25%) or more of the partnership mierest
in Lessee if Lessee i3 o purtnership, o twenty-five percent (25%) or mare of the membership interest of a Hmited liability
company, if Lessee 159 limited hobility company, shall be on assignment far purposes of this Paragraph 13, As used in this
Paragraph 13. the word “Lessee” shall also mean any entity that has gusranteed Lessee's abligation under this Lease, and the
prohibition hereof, shull be applicable to any sales or transfers of stock | partnership interest, or membership interest said
EUHFH.I'IIOY

13,12, T Lessee desires to enter into an Assignment or Sublease, Lessoe shall request in writing
("the Notice"), al lesst sty (60) days before the efféctive date of the Assignment or Subléase, Lessor's consent 1o the
Assignment or Sublease, und provide the fallowing: (i) the name of the proposid assignee, sublessec or occupant, (ir) the nature
of the proposed assignee's, sublessee's ar oceupant's business to be carried on in the Premises, (iif) the terms and provisions of
the propostd Assignment or Sublease, and (iv) such fnancial information concerning the proposed assignee, sublessee or
accupant, which Lessor shall have requested following its reecipt of Lessee's request for consent

1313, At any nime within fortv-five (45) days after Lessor's receipt of the Notice, Lessor may
by writlen potice to Lessee elect either to (1) consent to the proposed Assignment or Sublease, (i) refuse to consent to the
propased Assignment or Sublease or (i) terminate this Lease in full with respeet to an Assignment or lerminate the part with
respect 1o o Sublease and enter into a lease directly with the proposed ussignce or sublessee. Lessor and Lessee agree (hy way of
example and not limetaton) that it shall be reasonable for Lessor to withhold its consent if any of the following situations exist o
may £xist (i) the proposed transferee’s use of the Premuses conflicts with the Permitted Use under this Lease, (b} in Lessor's
reasonable business judgment, the proposed transferee lacks sufficient business reputation or experience (o operate a successiul
business of the type and quality permitted under this Lease, (¢) Lessee is w defuult pursiant to this Lease, () the proposed
transferee’s financial condition at such time is less favorable than Lessee's financial condition s of the date of this Lease, or is
madequate for the purpases of performing Lessec's obligations hereunder, or () in Lessor's reasotiable epinion the proposed use
by such assignee or sublessee 1s not compatible with other ténants in the Project,

1314, Each assignee, or other transferce, other than Lessor, shall agsume all obligations of
Lessee under this Lease und shall be and remain liable jointly and severally with Lessee for the payment of Rent and )l other
monetary obligations hereunder, and for the performance of all the terms, covenants, conditions and agreements herein contained
on Lessee's part to be performed for the Term, and shall execute such decuments evidencing such assumption as Lessor may
rRgaIre,

13015 In the event of any such assignment or sublease, Lessee shall immediately pay to Lessor
any consideration for the ussignment or the excess of the Rent collected under o sublease over the Annual Rent, us such Renl s
collected. Lessee shall nevertheless-remain primanly liabie to Lessor for the payment of all Rent and for the full performance of
all of the eovenants snd conditions of this Lease.

. Iﬂ._:’.. No Release of Lessee. Resardloss of Lessor's consent, no subletting or assignment shall reléise
Lessee of Lessed's abligation 10 pay Rent and to perform all other obligations to be performed by Lessee hereunder, whetlier
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arising before or afler the Assignment or Sublease. The acceptance of Rent by Lessor from amy other person shall nat be deemesd
to b g wajver by Lessor of any provision heréof. Consent to one Assignment or Subletting shall not be deemed consént 10 any
sobsequent Assignment or Subletting. In the event of default- by uny assignee of Lessee or any seccesgor of Lessee, in the
performance of any of the terms hereof] Lessor may proceed direetly agunst Lessee without the necessity of exhausting remedies
against satd nssignee. Lessor may consent 1o subzequent Assignments or Subletting of this Lease or amendments or modifications
to this Lease with assignees of Lessee, without notifying Lessee, or any. successor of Lessee, and without phtaining its or their
consent thereta and such setion shall not relieve Lessee of lability under this Lease. Any Assignment or Sublease (hat 1s not in
compliatice with the Lease shall be void, end ar the eption of Lessor, shall constinute o muterial default by Lessee under this
Lease.

133, Attornéy's Fees. In the event Lessce shall assign or subler the Premises or request the consent of
Lessor 1o any Assigniment o Subletting or if Lessee shall request the consent of Lessor for any act Lessee proposes 1o do, then
Lessee shall pay Lessor's reasonable attorneys' fees incurred i connection with each such proposed Assignment or Subletting,
whether or not Lessor.shall grant its consent ta such trunsfer. In such connection, Lessor may estimate iis reasonable atlomeys'
fews and costs and Lessce shall be required 1o deposit the same with Lessor, which deposit is o conditon precedent to sny
responsibality of Lessor to approve or disapprove the proposed Assignment or Sublease.

14 Defaulis: Remedies,

14,1 Defaulis. The occurrence of any one or more of the following evénts shall constitute a material
defaul and breach of this Lease by Lessee:

WL The vicating of abiandonment of the Prenvses by Lessee.

1413 The failure by Lessee 1o miake any payment of Rentor any other payment required 1o be
mude By Lessee hereunder, as and when due, where such farlure shall continug for a period of three (3] days after the date of
written notiee thereol from Lessor to Lessee.  Lessee acknowledges and agrees that Lessee 15 responsihle for determining the
amaunt of any Rent ar other sums past due. Aceordingly, the notice given by Lessor hereunder need not state the amounl owing
to be effective and If the Lessor states an amount owing in such notice, Lessee shall remain Hable for any other delinguent sums
and Lessor shall be entitled 1o exercize all nghts and remedies provided herein even 1F all such delinquent amounts are not st
forth in the notice

0.3 The failure by Lessec to obsgrve or perform any other covepants, conditions of
provisions of this Lease 10 be observed or performed by Lessee; 1 such farlure shatl continue for @ period of thirty (30} days after
thedpte of written potice thereof from Lessor to Lessee; or such sooner date a5 Lessar may designate in the case of an emerzency
or 0 ayoid unreasonible harm to the Premises.

14.1.4. (1) The making by Lessee of any generil wrrangement or assignment for the benefit of
creditors; (i) Lessee becomes a "debtor” as defined in 11 LESC 4 101 or any successor statute thereto (unless, in the case of 4
petition Nled sgaimst Lessee, the same is dismissed within sixty (60) days)) (i) the appointment of o trustee or receiver to take
possession of subistantially all of Lessee's assets located at the Premises or of Lessee's interest in this Lease, where poiscssion i8
not resiored (o Lessee within thirty (31) days; or (iv) the attachment, execution or other judivial seizure of substantially all of
Lessee's dssels located af the Premises or of Lessee's inferest in this Lease, where such seizure 15 not discharged within thiry (30)
days. Provided, however, in the event that any provision of this Paragraph 14,14 15 contrary to any applicable law, soch
provision shall be of no force or elfee,

41,5 The discovery by Lessor that any financial statement or other Information given to
Lessor by Lessee, any ussignee of Lessee, uny sublenant of Lessee, mny successor in interest of Lessee or any guarantor of
Lessee's obligation hereunder; and any of them, wis materially false. )

) 4.2 Remedies. In the event of any such material defuult or breach by Lessee, Lessor shall huve the
{allowing rights and remedies m addition 10 all pther vights and remedies svaiable 1o Lessorat law or in cquity.

_ 1421, To terminate this Lease, which said ternunation shall be cvidenced, if ar all, witily by
written notice fo Lessee of termination.

- 1422 To immediately lock-ont and/or rescnter and resume possession of the Premises or any
part thereaf (which s:ludllr_ackrup_ and/or re-eniry and resumption shall not operate 1o termindte this Lease), without compensation
to Lessee for any buildings or improvements placed upon the Premises. Lessof may at iis aption seize all personal property,
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furnishings, inventary, equipment and other property upan the Premises (the *Property”) and cause the Propenty 1o be removed
and stored in a public or private warchouse or elsewhere at Lessor's sole and absolute discretion at the cost of and for the aceount
of, Lessee, all without service of notice of resort 1o legal process and without being deemed puilty of wiongful evietion, foreible
entry, trespass or canversian, or becoming liable for any loss or damage that aiay be oceasioned thereby,

1423 Additional Remedies: |n the evint of any such default or breach, Lessor shall be
entitled to excrese the following nghts and remedies at any tme thereafter, with or without notige or demand:

(1) To terminate this Lease effective ill]l'l'll:d‘ljd-[cl"\n' upon delivery of notice to Lessee
and Lessee’ shull mmmediately surrender possesston of the Premises upon receipt of such notice.  Notwithstanding such
terminition, Lessee shall remain liable for damages in an amount equal to all Rent oand other sums (hit would have become
payable by Lessee under this Lease during the balance of the Lease Term if this Lease had not been terminated, less the mel
proceeds; if any, of any reletting of the Premuises subsequent te-such termination, after deducting ull of Lessor's expenses incurred
in connection with such releting. Lessor shall have the night ta receive such damages from Lessee on the dates that such Rent
and other sums would have become payable under the Lease had the Lease not been terminated. Alternatively, Lessor shall have
the right 1o recover from Lessee (1) the worth at the time of award (defined below) of the unpaid Rent, including such additional
sums which had accried at the time of termination, (i) the worth at the time of wward of the amount by which the unpaid Rent
which would have been carned after termination until the time of bward eheeeds the amount of such Rent loss that Lessee proves
eould reasonatily have been averded; (1) the worth at the time of award of the amount by which the unpaid Rent for the balanee
of the Lease Term, had the Lease not been terminated, after the nme of award exceeds the amount of suoh Renr loss that Lessee
proves could feasonably be uvoided; and (1v) any other amount necessary to compensate Lessor for all the detriment proximately
cuused by Lessee's faflure to perform its gbligations under this Lease or which in the ordinury course of events would be likely 10
result from such failure including, without limitarion, any costs or expenses incurred by Landlord in (1) retaking possession of
thie Premises, including reasondble nitorneys' fées, (2) maintainimg or preserving the Premises after the pecurrence of an event of
default, (3) prepaning the Premises for reletting to u new tewart, including repairs or alerations to the Premises Tor such reletting,
{4} leasing commissions, as well.as ony uncarned |easing commissions by Lessor's affibiated broker; (5) the then unamortized
commissions pasd to any broker it connection with the Lease, and (6) any other tosits necessary or appropriate to relet the
Premises,_The “worth ar the time of award” of the smounts referred to in subsections (1) und (if} shall ke computed by ageruing
Defaull Interest on the unpiid amounts and with respect 1o subsection (xif) shall be computed by discounting such arnaunt af the
discount rate of the Federal Reserve Bank of San Francisco ot the time of pward

] If Lessor elects 1o re-emer ortake possession pursuant to legal proceedings or
any notice provided by law, Lessor shall have the right 1o tenminate this Lease fas provided in subsection (1) above), or without
terminating this Lease, o relet the Premises or any part thereof for such term (which may be for 4 term in cxcess of the Lease
Term) und upon such conditions as Lessor, in its sole diseretion, may deem advisable (which may include concessions of free
Rent, altcrations or repaits and without obligation by the Lessor to relet the Prémises prior to miher space in the Project). 1f
Lessor elects to relet the Premisés, the rents received thereafier shall be applied first 1o the payment of any indebtédness other
than Rent due hereunder from Lessee to Lessor; second, fo the payment of any costs of such relatiing, including withaut
limitation, all repossession costs. brokerage commissions, legal expenses, employees expenses; ulteration, remodeling tnd repair
costs and expenses of preparing for such reletting; third, to the payment of Rent due and unpaid hereunder; and the residug, if
any, shall be keld by Lessor and applicd to payment of future Rent a5 the same becomes due. 11 the Rent to be received from
such reletting will be fess than the totl of all rental and other payments that Lessee would have been obligated to make during
thie balance of the Lease Term, Lessee shall immediately pay any uch deficiency in full to Lessor. No such re-entry or tuking
possession of the Premises by Lessor or an action to recover from Lessee such sums shall be construed us an election (o lerminile
this Lease unless a written notice of such intention is given 1o Lessee or unless termingtion is decreed by a eourt,
Notwithstanding any such reletting without termination, Lessor may, at any time thereafter, clect 1o terminate this Lease fur such
previous breach, upon delivery of notice to Lessee,

1424, To recover from Lessee, all expenses; if any, wncluding attomeys: fees as may be
determined by the court without a jury, incurred by Lessor in recovering possession of the Premises ane caring for the Premises
and any part thereof while vacant. 1t i4 furthier agreed that if Lessor incurs attorney's fees by regson of Lessee's dufuult, Lessee
shall be required 1w cure the default to pay to Lessor, in addition 1o any other payment and/or performance reguired, all of
Lessor's attorneys' fees.

1425, Lessor shall have the right, but not the obligation, immiediately or at uny titie after the
event of any aet of default hereunder by Lessee, without natice, written or otherwise, 1o cure such default for the account and al
the expense of Lessee. [T Lessor at any time by reasan of any. such defuult, 15 compelled 1o pay, or eleets 1o pay, any sum of
money or ti do any act that will require the payment of dny sum of maney, o is compelled 1o incur any expense, meluding
attorney's fees, in mstituting or prosecuting or defending any sction or proceeding to enforce any of Lessor's rights hereunder or
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otherwise, Lessor may recover the sum or sums so paid by Lessor 1ogether with interest st the Defuult Rate, from the date of
expenditure by Lessor until repaid by Lessee.

1426, No términation of this Legse by forfeiture or otherwise nor taking or recevering
possesston of the Premises nor the exercise of any other remedy shall deprive Lessor of any other action, right or remedy against
Lessee.

14:3, Default by Lessor. Lessor shall not be in defauli unless Lessor fails 1o perform obligntions
required of Lessor within g reasonable lime, but in no event less thin thirty (30) days after receipt by Lessar of written notice
from Lessee and 1o the holder of any first morgage or deed of trust covering the Premises whose name und address shall have
theretafore been furnished to Lessee in writing, specifying wherein Lessor hus failed to perform such obhgation; provided,
however, that if the nature of Lessor's obfigation i3 such that more than thirty (30) days are required for performiance, then Lessor
stiall not be in defuult if Lessor commences performance within such thirty (30) day period and thereatier diligently prosecutes
the same 1o completion, Lessor agrees to give any morigagee and/or deed of trust holder by certified mail & copy of any notice of
default given by Lessee to Lessor provided that before such notice Lessee has been notificd mowriting (by way of notice of
assignment of rents and |eases or otherwise) of the address of such mortgagee und/or deed of trust holder. Lessee further agrees
that if Lessor has failed to ¢ure such default within the time period provided in this Lease, that the mortgage and/or deed of trust
holders will have an sdditional thirey (301 days within whieh (o cure such defiult or if such default cannol be cured within that
time, then such additional time s may be necossary 1o cure sush default (including, bul not limited fo commencement of
fareclosure procecdings, if necessary, 10 effect such cure) i which event this Lease shall not be erminated while such remedies
are being diligently pursued.

144 Late Charges. Lessee hereby peknowledges thar late payment by Lessee to Lossor of Rent and
other sums dug hereunder will cause Lessor to incur costs not contemplited by this Lease, the exact pmount of which will be
extremely difficult 1w ascertain. Such costs include, but are not limited to, processing and accounting charges, and late charpes
which may be imposed on Legsor by the terms of any morigage or trust deed covering the Premises, and any professionsl
agencies recruited by Lessor in the collgetion of delinquent amounts:  Accordingly, if any installment of Rent or any other sum
due from Lessee shall not be received by Lessor within three (1) days afier such umount shall be due, then, without ny
requirement for notice to Lessee, Lessee shall pay 1o Lessor a late charge equal o the greater of (i) 1ea percent { 11%) of such
overdue amount or (1) Twenty Dollars (820.00) per day multiplied by the number of days oceurning from and after the due date
of the monthly installment of Annual Rent and/or other sums due hereunder and the date on which monthly installment of
Annual Rent andior ather sums are actunlly received by Lessor. The parties hereby agree that such lute charge represents o far
and reasonable-estimate of the costs Lessor will incur by reasan of late payment by Lessee. Acceptance of such lute churge by
Lessor shall in no event constitute & waiver of Lessee's default with respect to such overdue smount, nor prevent Lessor from
exureising sny of the other rights and remedies granted hereunder,

14.5 Payment of Delinquent Amounts. Any delinquent payments made by Lessee hergunder shiall be
made by cash, cashiers check, cash equivalent or other good funds acceptable to Lessor,

|15, Condemnation. I the Premises or any porton thereof are taken under the power of eminent domain, or sold
under the threat of the exercise of suid power (all of which are herein called "Condemmation”), this Lease shall terminate as 1o (he
part 50 taken a3 of the dute the condemning authority tkes fitle or possession, whichever first oecurs, I more than ten percent
(10%) of the Moor area of the Premiscs is tiken by condemnation, Lessee may, ot Lessee's option, ta be exercised (n Writing
within ten {10} days after Lessor shall have given Lessee written notice of sich taking (in the shsenee of such notice, withi ten
(10} days after the condemning authorityshall have tsken possossion) terminite this Lease or Lessor may at Lessor's option
exercised by giving written notice to Lessee, terminate this Lease us of the date the condemning authority takes title thereto or
possession thercof. IF Lessor or Lessew do not terminate this Lease i accordance with the foregoing, this Legse shall remam m
full force and éffect bs to the portion of the Premises remaining, except that the Rent shall be reduced in the proportion that the
flaor area of the Prentises taken bears to the totul floor area of the Premises priar o such taking, Any award for the taking of all
or any part of the Mremises under the power of eminent domain or any payment made under threat of the exercise of sueh power
shall be the property of Lessor, whether such award shall be made as compensation for diminution in vilue of the leasehald or for
the taking of the fee, or as severance damages; provided, however, that Lessee shall be entitled to any sward for loss of oe
dumage to Lessee™s Property. In the event that this Lease s not terminated by reason of such condemmation, Lessor shill 1o the
extent of the Award atrributable directly to the toking of & portion of the Premises recelved by Lessor (less any costond fees
ineurred in collecting such award), repair any damage o the Premises caused by such condemnation. Lessee shall pay any
amaunt in excess of such dumages required to complete such repair.




6, Broker's Fee.

6.1, Lipon execution of this Lease by both parties, Lessor shall pay 1 the Broker designated in
Paragraph 1,17 o {ve as set forth in o separate agreement beiween Lessor and said Broker, for brokeruge services rendered by sind
Broker to Lessorn this transaction,

162, Lessorand Lessee agree that no further fee or commissions-are owed or puvable with respect o this
Lease unless expressly sot forth in a-separate agreement executed between Lessor and the broker(s) named in Paragraph | shove,
which fee or commission shall be paid m accordance with the terms of such agreement.

I3 Lessee represents 1o Lessor that no broker or sales agent other than the Broker named in Paragraph
1,17 above is entitled to any commission puyable in connection with this Lease. Lessee ageées 1o defend, indemiify and hold
Lesgsor burmless from ehaims for fees-or commissions which may beeome payuble und which are claimed to have been incurred by
act or omisston of Lessee.

7. Estoppel Certificate.

17.1. Lessee shall at any time upon net less than ten (10) days' prior wnitten nodice from Lessor éxeeute,
acknowledge and deliver to Lessor-a statement m writing: whigh shall include such information s Lessor or any prospective
purchaser or encumbrance may reasonably, request, including by way of illustration but not of hmitation, information (1)
certifying that this Lease is unmodified and in full force and effiect (or, if modified, stating the nature of such madification and
certifying that this Leuse, as so modified, is (n full force and effect, (i) the dute to which the Renal and other charges are paid in
advanee, if any and (ii) acknowledgimg thut there are not, eny uncurcd defaults on the part of Lessor hercander, or specitiing
such defuults if any are claimed. Any such stitement may be conclusively relicd upon by uny prospective purchsser or
cncumbrancer of the Premises.

g £-9 At Lessar's option, Lessee's Riilure 10 deliver such siatement within such time and in the form
requested shull be o material breach of this Lease or shall be conelusive upon Lessee (1) that this Lease (50 full force and effect,
without modification except as may be represented by Lessor. (i) that there are no uncured defaults in Lessor's performance, and
(11} that not more than one month's Rent has been pad in advince.

17.3. If Lessor desires to refinance, ar sell the Premmises, or any part thereof, Lessee héreby agrees to
deliver to any lender or purchaser designated by Lessor such finapeial statements of Lessee as may be reasonably required by
such lender or purchaser. All such finsncial statements shall be received by Lessor and such lender or purchiser in confidence
and shall be used only for the purpases herein set forth.

T8 Lessor's Liability. The term "Lessor" as used herein shall mican only the owner or owners at the time in
question of the fee title or o lessee's interest in a ground lease of the Prenuses. In the event of any transfer of such title or interest,
Lessor berein named (and in case of any subsequen! ransfers, then the grantor) shall be relieved from-and after the date of such
trnnster of all lighility as respects Lessor's obligations thereafier to be performed und any funds in the hands of Lessor or the then
grantor at the time of such transfer, in which Lessee has an interest, shall be delivered 1o the grantee. The ohltguti{ms contuined in
this: Lease to be performed by Lessor shudl, subject us aforesaid, be binding on Lessor's successors and assigns only during their
respective periods of ownership. If Lessor fails to perform any of its-obligitions under this Lease and, as 1 conseguence of such
nonperformance, Lessee recovers a money judgment against Lessor, such judgment shall be satisfied only out of Lessor's mferest
in the Praject. Lessor shall have no lability whatsoever for oy deficiency, and no other assets of Lessor shall be subjeet o levy,
execution or other enforcement procedures os o resull of such Judgment. None of Lessor’s obligations under this Lease shall be
subject ta specific performance or injunctive remedies, and Lessee waives all rights with respect o such remedics.

19, Commin Ares

1940 The Phrase “Cormmon Ares” shall mean the portion of the Praject upon which no buildings have been
constructed. Lessor reserves the-night (o alter, change, add to or subiract from the Conmon Arcit,

_ W2, Lessce shall pay 1o Lessor Lessee’s proportionate share of Comimon Arei Operiting Costs,  The 1érm
“Common Area Operating Costs™ shall mean for each calendar year (or 2 portion thercof) during the Term, the aggregationdl
costs, expenses and labilities of every nature paid or incurred by Lessor in connection with: Sweeping, eleaning, removing
debris from, maintaining, re-striping, re-sealing, repuiring and replucing the Common Area, lighting the Common Area
(including replacement of bulbs and painting, repairing and replacing of Tigh| standards), providing Project identification signs (if
Lessor so elects 1o so provide), maintaning, répairmg or replacing any on-site or off-site utilitics nECEssary of gppropriate for the




aperation of the Common Area, mamtaining and replacing plinting and landscaping; providing security services with respect to
the Common Area if Lessor so eleets 1o provide; the cost of installation, repair, and replacement of fire sprinklers, alarm systeins,
suppression systems, and-other life support /' safety systems, and tiny other improvements m (he Projeet and their appurtenances
and equipment, incliding, without immtation, the roof, utility charges for any services to the Common Arca which dre not
specifically attnibutable to Rentable Floor Area and payable by one or more tenants or occupants therenf: exterminating and pest
control in and about the Common Ares, periodic repainting or sealing (water proofing) of the exterior walls, and parapers,
wraffiti removal, replir, maintaining and replacement of sprinklers, repair, replocing and maintaiming the sidewalks, if any,
property insurance us referenced in paragraph 9.2, and all other costs and expenses of any kind or nature incurred by Lessor
relative 1o the operation, repairing, replacing dnd equipping the Cornmon Ares,  Common Ares Operiting Costs shull also
mehude the cost of installation, repair and/or réplicement of those capital improvement items which are ressonably ealculated 1o
reduce operaling expenses and those other capital expenses which are required under-any governmental law, rule, regulation or
ordirance which were not applicable fo the Projeet af the time it was constroted but thereafter become spphicable to the Project:
Such capital costs shall be umorized over the useful 1ife thergaf in sccordance with generally accepted accounting principles
with interest pn the amortized amount st one percent (1%) in excess of the prime lending rate announced from time to time as
such in The Wall Street Journal and enly that pertion of such capital expenditires which are attributable fo the Term of the Lease
as the same may be extended, if any, shall be included within Common Area Operating Costs for which Lessee is responsible 1o
pay 185 proportionabe share.  Lessee shall also simultancousiy with the payment of its propertionite share of the Common Arca
Operating Costs, pay 1ts proportionate share of a management fee assessed by Lessor and not to exceed five (5%) of the gross
collected monthly fenis for the entire Project, of which the Premises.is o part and applicable monthly Rent included. Lessor
shall not be obligated o itemize or otherwise account for the expenses actuslly incurred fn the managing of the Projeet  Lessee's
propartionate share means the proporiion of the whole that the Remtable Floar Area of the Premises bears to the total Rentabile
Flaor Area of buildings within the Project.  Lessee shall pay Lessor its proportionate share of Comman Ares Operating Costs
within fifteen (15) diys of the dute of transnussion by Lessor to Lessee of o staterent therefore reflécting the total of such
Commaon Arca Operating Costs and Lessee's propornonate share thereof,

9.3, Parking-ingress [ egress. Lessee shall not cause or suffer any sutomobiles, vehicles and/or other equipment
1o be parked und/or stared within the Common Area in any mannes so s to impair; impede or etherwise interfere with usage of
the Commen Ared by Lessor, other occupants of the Project and their respective emplavees, agents -independent contrugiors and
mvitees. Lessor shall allodate parking spaces in accordunce with the Premises aren requirements in relation o loeal ordinances
and manicipal standards and no less than 21 parking spaces for the term of the Lease,

194, Lessor’s Estimate. Lessor shall beentitled to estimate the Real Property Tases, the [nsurance Premiums and
the Common Area Operating Costs, Management Fee, and Lessee’s prapartionate share thereaf for cach calendar year. Lessor
agrees 1o fumish o Lessee o copy of Lessor's estimate upsn written request.  Lessee agrees to gy onc-twelfth (112 of
Lessee's proportionate shure of the estimated Real Property Taxes, Inswranee Premiums and  Corernon Area Operating Costs in
advance, monthly, m addition to and with each monthly installment of Annual Rent. [f the Term does sot begin on the first day
of January ar if the Term ends on a date other than December 317, the Real Property Taxes, Insurance Premiums and Comman
Area Operating Costs will be udjusted necordingly. Upon written request, Lessor will send 1o Lessee s statement in writing
reflecting the averucd Real Property Taxes, Insurance Premiums and Common Arel Operating Costs aitnbutable o the previpus
calendar year and Lessee’s proportionate share thereof, In the event the amount puid by Lessee as its cstimated proportionate
share exceeds Lessee's actual propartionate share, such excess shall be applied against any sums then due from Lessee (o Leéssor,
ar if no sums are then due from Lessee to Lessor then agamst succeeding monthly installmionts of estimated Comman Area
Operating Costs thereafter duc. In the event Lessce has underpaid Lessce’s propartionate share, Lessee agrees 1o pay o Lessar,
within ten (10) days following trmsmission by Lessor  Lessee of such statement, an amount cqual to the deficiency,

20, Severability, The invalidity of any provision of this Lease a5 determined by o courl of competent
Junsdiction shatl i no way affeet the validing of any other provision hereof,

21 Interest on Past Due Obligations  Any amount due to Lessor not paid when due shall bear interest it the
rate of eighteen percont (EB%) per annum from the date due {the “Default Rate”™). Payivient of the Default Rite shall not excuse or
clre any default by Lessee under this Lease.

22 Time of Essence. Time is of the essence of all demaids made upon, und of 4l agreements snd obligstions of
Lessee hereunder. Any effort from lime to time made by Lessor; as it may. deem appropriate in its sole and absolute diserction to
accammodule Lessce in the performance of its abligations hereunder shall not be deemed o waiver of i of essence and it shall
not be necessury in u subsequent demind by Lessor to reinstute Hme of essence.

i Rent. All monctary obligations of Lessee o Lessor under the terms of this Lease shall be deemed 1o be
“Rent,”
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24, Incorporation of Prior Agreements; Amendments. This Lease contaings all agreements of the parties with
respect o uny mitter mentioned herein. No prior agreement or understanding pertaining to any such niter shull be effective,
This Lease may ke modified in writing only, signed by the partics in interest at the time of the modification, Except us otherwise
stated in this Lease, Lessee hereby acknowledges that neither the real estate Broker listed in Paragraph | héreol nar any
cooperating broker on this trinsaction nor the Lessor or any employees or ngemts of any of said persons has made any oral or
written warranties or representations fo Lessee relative to the condition or use by Lessee of the Premises; Lessee acknowledges
that Lessee assumes. all responsibility regarding the Occupltional Safety Health Act, the legal use and adaptability of the
Premiises and the ermplisnee fhereof with all applicable laws and regulations in effee! during the term of this Lease except us
otherwise specifically sfated i this Lease,

25. Notices.  Any notice required ar permitied 1o be given hereunder shull be in writing and may be given by
Federal Express orsimilar overnight delivery service, personal delivery or by certified muil, and if given personally or by
overmight carrier, shall be deemed sufficiently given upon delivery or rejection, or if by mail five (5) days after deposit in the
mails if addressed to Lessee an the address set forth in Paragraph | Lessor may by notice to the Lessee specify a different
address for notice purposes. Notwithstanding anything herein 1o the contrary, upan occupation of the Premmises by Lessee, notice
given by Lessor by delivery to the Premises shall be sufficient. Lessee may specify another address to which notices may he
given, but notices to such address shall be complimentary only and notices delivered or mailed o the Premises shall be, at sll
tiamcs, sufficient.

26. Waivers. No wiaiver by Lessir of any provision hereof shall be deemed a waiver of any other provision
hereof or of uny subseguent breach by Lessee of the sume or any other provision. Lessor's cénsent o, or approval of, any et shall
not be-deemed to render unnecessary the obtuming of Lessor's consent to or approval of any subsequent act by Lessee. The
sceeplunce of Rent or any other obligation hereunder by Lessor shall not be a waiver ol any preceding breach by Lessee of any
provision hereof, other than the failure of Lessee 10 pay the particular Rent so accepred, regardiess of Lessar's knowledge of such
preceding breach af the time of secepiunce of such Rent. The acceptance of less than all of the Rent due sholl not be deemed 4
waiver of the right to demand and collect the rémainder of Rent due, noiwithstanding any statement, writing, or note on the
parymenl, 1o the contrary made by Lessee on, or with the delivery of the partial payment. '

27, Revording. Lessee will net record this Lease: Lessee will, upon Lessor's request, cxecute, aéknowledge and
deliver to the Lessor a “short form” memorandum of this Lease for recording purposes.

28 Huolding Over. If Lessee remains in possession of the Prermises or uny part therenl aiter the expiration of the
Ferm, such occupancy shall be a tenuncy from month o monih at a Rent equal to two (2} times the sum of the last mianthly
instaliment of Annual Rent plus ull other charges payable hereunder by Lessee. Neither the provision of this clause nor the
dcceplinice of such lquidated damuages by Lessor nor the seeeplance of Rent by Lessor for a period after termination of this Lease
by lapse of time or ctherwise shall constitute @ waiver of Lessar's right 1o re-enter the Lensed Premises nor shall any other aet o
amission (o act in apparent affirmance of the tenuney operate as o waiver of any right of Lessor under the provisions of this Lease
ar provided by law, hor shall any of the foregoing be deemed 1o have ereated a holdover teniiney or o manth-to-month tenincy
unless the Lessor specifically so elects in writing at Lessor's sale option, Nothing i the foregoing, however, shall preclude
Lessor fram exercising any rights or remedies if such possession is without Lessor's consent,

2 Cumulative Remedies. No remedy or clection hereunder shall be deemed exclusive but shall, wherever
possible, be curnulative with all sther remedies ot law or in equity.

30 Covenants and Conditions. Each provision of this Lesse performable by Lessee shall be deemed both o
covienant and g econdition.

Al Binding Effect; Cholce of Law, Subject to any provisions hereof restricting ussignment or subletting by
Lessee und subject o the provisions of Paragraph 18, this Lease shall bind the portics, thelr personal representatives, SUCCEssOrs
and assigns, This Lease shall be governed by the laws of the:State of Arizona,

32 Subordination; Attornment,

32 This Lease, at Lessor's option; shall be suberdinate 1o any pround lease, motgage, deed of trust, ar
any other hypothecation or sceurity now or hercafter upon the real property of which the Premises i part and to any and ull
advanees musde on the security thereof and 1o all renewals, modifications, consalidations, replacements ind extensions thereo!.
Nowwithstanding such subardination, Lessee's right to quict possession of the Premises shall not be disturbed. if Lessee is nat in
default and so long a5 Lessee shall pay the Rent and other charges and observe and perform all of the provisions of this Lease,
unless this Lease is atherwise terminated pursuant (o its tebms. 1 any mirgapee, tistee of ground lessor shall elect o have this
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Ledse prior ty the lien of its mortgdge, deed of trust or ground lease, and shall give written notice thereof to Lessee, this Lease
shall be deemed prior to such mortgage, deed of trust, or ground lease, whether this Lease is dated priar or subsequent fo the date
of said mortgage, deed of trust or ground lease or the date of recording thereof.

322 Lesses-agrees to execute any docunients required 1o ‘effectuite dn aftornment, o subordinilion or 1o
make this Lease pror o the lien of any mortgage, deed of trust or ground lease, as the case may be. Lessee's filure to execute
such documents within ten {10} days after wnitten demand shall constitute 0 matenal defaalt by Lessee hereunder, or, at Lessor's
option, Lessor shall execute such documents on behalf of Lessee us Lessec's antomey-in-fact, Lessee does hereby make, constitute
and irrevocubly appoint Lessor us Lessee's uttomey-n-fuet and in Lessec’s nume, place and stend, (0 execute such documents in
accordance with this Paragraph 32,20

323 Ini the event uny proceedings are brought for foreclosure, or in the event of the exercise of the
power of sale under any mortgage or deed of trust made by the Lessor covering the Premises, the Lessee shull attorn to the
purchaser upon any such foreclosure or sale and recognize such purchaser as the Lessor under this Ledse,

33 Attorney's Fees: [T either party brings an action wenforce the rerms hereof or declare rights herennder, the
prevailing party in any sich sction, on trial or appeal, shall be entitled 1o-his reasonuble atorneys' fecs to be paid by the losing
party as fixed by the count.

34, Lessor's Access. Lessor and Lessor's agents shall hiave the night to enter the Prenuses al reasonable times for
the purpose of inspecting the same, showmy the same to prospective purchasers, lenders, or lessees, and making such alterations,
repairs, improvensents or gdditions o the Premises or to the bullding of which the Premises are b part g8 Lessor may deem
necessary or desirable. Léssor may at any time place on or about the Prenwses any ordinary "For Sale” signs and any ordinary
“For Lease" signs, without rebate of Rent or liability 1o Lessee.

A5 Auctians. Lessee shall not conduel, nor pernut to be conducted, either voluntarily or involuntarily; wny
auction upon the Premises.

in Signs; Lessee shall not place any sign upon the Premises without Lessor's prior writien consent

37 Merger, The voluntary or other surrender of this Lease by Lessee, or muteal cancellation thereof, or o
termination by Lessar, shall nat work o merger, and shall, at the option of Lessor, terminate all or any existing subtenancies ar
may, al lhe option of Lesgor, operate as an assignment to Lessor of any or all of such subtenancics.

38, Name, Lessee shall not use the name of the Project in which the Premises are locarsd for any purpose other
than as an address of the business (o be conduced by Lessee in the Premises,

39 Quiet Possession. Upon Lessee paying the Rent and other charges for the Premises and observing and
performung all of the covenants, conditions and provisions on Lessee’s part o be observed and perfirmed hereunder, Lessiée shall
have guiet possession of the Premises for the Term hereaf subject to all of the provisiony 6f this Lesge free and clear of ¢laims of
the. Lessor or those elaiming by, throigh or under Lessor.

41, Multiple Tenant Building, Lessce agrees that it will abide by, keep and observe all reusonable rules and
regulations that Lessor may make from time fo ime for the management, sifety, care, and cleanliness of the building and
srounds, the purkirg of vehicles and the preservation of good order therein s well as for the convenience of other occupants and
tepants of the building. The violations of any such rules ond regulutions shall be deemed  material bresch of this Lesse by
Lessee.

41 Security Measures. Lessee hercby ueknowledges that the Rent puvable to Lessor hereunder dies not include
the cost of guard service-or other security measures, and that Lessor shall have no obligation whatsoever Lo provide same. Lessee
assumes all responsibility for the protection of Lesses, its agents and invitees from acts of thied partics.

42, Hazardous Materials.

421 Defined  Terms. "Enviconmental Laws® means any. one of the lllowing: Comprehensive
Environmental Response, Compensation and Liabiliy Act: Resource Conservation and Recovery Act; Solid Waste Disposal Aet:
Mational Environmental Policy Aet; Endangered Species A, Taxic Subsiances Control Act; Safe Drinking Water Aet; Clean
Water: Act; Clean Air Act; Arizona Hazardous Waste Munagement Aet: Arizona Environmental Quality Act; Superfund
Amendments and Renuthorization Act; and regulations promulgated under cach such Act and any other laws or regulubions now

¥4




in effect or hereinufler enncted including uny applicable siate or local environmental legislation such us, but not limited 1o, any 50
culled "Superfund” or "Superlicn" luws, or any applicable regulstions reguliting, relating 1o, or imposing liability or standards of
conduel concorning any, hazardous, toxie, or dangerous wiste, substance or miterial, including asbestos or any substunce or
compound containiig asbestos, and any other hazardous, toxic o dangeraus substance or material specifically defined in such
regulations. “Hazardous Material® means and ineludes; but is rot limited to, any hazardous substance, pallugant, contartinant, or
regulated substance defined in the Environmental Laws,

412, Compliance with Environmental Laws. |essec shall, af Lessee's own expense, comply with sl
present nd hercimafier enacted Environmental Laws, and by amendmients thereof, affecting Lessce's operation on the Premises.

42.3, Notification. Lessee shall immediately notify Lessor of any of the following: () any
correspondence or sommunication from any movernmental entity regarding the application of Envitonmentad Laws to the
Premises or Lesste's operation on the Premises and (ii) any chinge in Lessec's operation on the Premises that will change or hag
the potential 1o change Lessee's or Lessor's obligation or lishilitics under the Enviranmental Laws.

42.4. Indemnity, Lessee shall not cause or permit any Hazardous Material to be bioaght upon, kepl or
used in or abour the Premises by Lessee, its agents; employees, contractors of invitees. 1T Lessee breaches the obligations stited
i the preceding sentence, ot il the presence of Hazardous Material on the Premises coused or permitted by Lessee resalis in
contamination of the Premises or the Project, or if contamination of the Premises or the Project by Hazardous Materinl otherwise
vecurs for which Lessee is legally liable to Lessor for damage resulting there from, then Lessee shall mdennify, defend and hold
Lessor harmless from any and all claims, judgments, damages, penalties, fings, costs, labilities or Josses (including, without
limutation, diminution in value of the Premises o the Project, damages for the loss or restriction on use of rentable or usable
space-er of any amenity of the Premises or the Projeet, dumiages arising from any advirse mpaet on marketing of spaée in the
Project, dnd sums paid in settlerent of claims, sttomeys' fees, consultant fees and expert fees) which arise during ot after the
Lease term as o result of such contamination. This indemmification of Lessor by Lessee includes, withoul linmtanon, costs
incurred in cannection with uny investigation of site canditions or any cleanup, remedial, removal or restoration work required
by any federl, state or local governments] wgency or political subdivision becuuse of Hazardous Material present (n the soll or
groundwater on or under the Premises or the Project. Without limiting the foregaing, if the presence of any Heazardous Material
on the Premises caused or permitted by Lessee results in pay contamination of the Premises, Lessee shall promptly tnke -all
detions at its sole expense as arc necessary to return the Premises 1o the candition existing prior (o the introdustion of any such
Huzardous Moterial to the Premises; provided that Lessor's written approval of such actions shall fisst be obtained, whick
approval shall not be unreasanably withheld so long a3 such actions would not potentially have any materil adverse lomg-term or
short-term effect oni the Premises or the Project. Lessee's filure 1o comply with the terms of this paragraph shall be restramable
by mjunction

43 Easements. Lessor reserves to itsell the right, from time 1o time, to grant such easements, dedications and
restrictions that Lessor deems nocessary or desirable, so long as such easéiments, dedications, and restrictions do nol
unreasonably interfere with the yse of the Premuses by Lesses. Lessee shall sign any of the aforementoned documents upon
request of Lessor and failure to do so shall constitute o material breach of this Lease.

44 Authority. [T Lessee is o corporation, trust, or general or limited partership, or limited |iability company,
cach Individual exceuting this Leuse on behall of such entity represents and warrants that he or she is duly autherized o execute
andd deliver this Leasc on behalf of said entity and that his Lease is binding upor such entity in accordance with its terms. If
Lesser is u corporation, trust. partnership, or limited liability company, Lessee shall, within thirty (30) diays after execution of
this Lease; deliver to Lessor evidence of such authority satisfactory to Lessor,

43 Conflict. Any conflict between the printed provisions of this Lease fnd the typewritten of handwritten
provisions set forth i this Lease shall be controlled by the typewntien or handwritten provisions,

46, Inability to Perform, This Lease and the obligations of Lessee hereunder shall not be affected or impaired
because the Lessor is unable to fulfiil any of its obligations hereunder or 15 delayed in doing sodf such inability or delay is cansed
by retison of strike, labor troubles, acts of God, or any other cause beyond the reasonable control of Lessor.

a7 Lussor's Reserved Rights, All exterior walls and windows bounding the Premises, und ull public building
stairs, elevator shafls, fire towers, flues; vents, stacks, pipe shafis, vertical ducts, conduits; electric and all other: utilities, air
conditioning, sinks or other building facilitics, the wse thercof. and ull aceess thereto through the Premises for operation,
mauntenance; repair or replacement thereof, and all other appurtenant righs, are reserved to Lessor, Lessor further reserves the
right from time to time, without unreasonable inserference with Lessee's use o install, remove or relocite any of the foregaing to
logations which will nol materially interfere with Lessee's use of the Premises: 16 relgeat any pipes, ducls, conduits; wires and
appurtenant meters and equipment included in the Premises; to make alterations or additions to and to build sdditions] stories on
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any building within the Project and to build adjoining the same; (o construet other buildings and improvements on the Project of
which the Premises is-a part, to sell or lease any part of the Project for the construction thereon of o building or buildings; und 10
alter or relocate any other common Facility, and o make changes or altérations therein or enfargements thereal. Subjeet ta any
nfights of Lessee specified herein, Lessor has the sole and exclusive nght to possession and control of all commen sreas and all
other public arcas of the Project of which the Premises 15 a part:

a8, Rentable Floor Area, The Rentable Floor Aren of the Prenuses 18 computed by messuring the extenor fimsh
of permanent vuter walls of the building to the centerfine of the hallway or public corridors and to the cepterline of partitions or
other party walls that separste the Prénmses from adjoining rentable areas, with no deduetion for columns and projections
necessary 1o the bulding structure.  In addition, the Rentable Floor Arca of the Premises may nelude all sheltered entries and
the sguare footige conlained with the building loading docks, if covered, serving the Premises.  Lessor rescrves the right o
permit such other enancies and businesses in the Project us Lessor, in the exeroise of its sole business judgment, Lessee does not
relyon the fact, nor does Lessor represont, that any specific lessee or number of lessees shall during this Lease Term occupy any
space withmn the Froject

49, Window Covering, Lessee will use as and for window coverings in the Premises only materials approved in
writing by Lessor

50, Zoning. All mateers of zonung are totally the responsibility of Lessee

5l No Joint Venture. Nothing in this Lease shall cause Lessar i any way 10 be construed as 4 partner, joinl
ventirer or assockated in uny way with Lessee m regard to Lessee's use or occupancy of the Premises or to subjedt Lessor 1o any
obligition, lods, charge or expense i connection with or Grising from Liéssee’s use or occupaney of the Premises.

52 No Accord or Satisfaction:  Payment by Lessee or receipt by Leggor of a lesser imount than the Rent or
other charges due hereunder-shall be deemed to be on secount of the earliest due stipulated Rent or other chirges, and no
endorsement or siastement on any check or any letter accompanying any check or payment shall be deemed an sccord and
satisfaction, and Lessor shall accept such check or payment without prejudice to Lessor's right to recover the balance of such
Rent or other charges or pursue any other remedy in this Lease.

53, Joint and Several Obligations, I Lessee is constituted of two or more persons, eorporations or other
entitics, all agreements, covenants, representations and warranties of Lessee herein ard the joint and several abligations of the
entitles constituting Lessee. 1f Lessee is husband and wife, the obligations hercunder shall extend individually 1o the sole and
separate property of cach as well as to their community property. Notice given to any one of the entitles constituting lessed shall
be deemed s hisving been given 1o all such entitles.

54, No Rent Deduction or Set off. Lessee’scovenant to pay Rent is and shall be independent of each and every

other covenant of this Lease. Lessee agrees that any claim by Lessee nganst Lessor shall not be dedugted from Rent nor set ofT
against any cliim for Rent i any action

55, Not Binding Until Signed. Subnussion of this instrument to Lessce for examination shall not bind Lessor in
amy munngr, uniil this instrument (& executed and delivered by both Lessor and Lessee

56, Confidentiality. Lessar and Lessee sgree that neither shall divalge the rerms or conditions of thig Leise (o
any potential lessce of Lessor, or lessee within the Project of which the Premises is a part, or to any petential lessee of Lessor, o
lessee associated with other properties that Lessor is involved. Should either party breach this confidentiatity, then the SUTVIVIE
party shall be entitled to reimbursement for ressorable sttomey’s fees in enforeing the conditions cortained herein along with
any damages, monetary or otherwise, occurred by way of setons by another lessee, potential lessee, or third party,




LESSOR AND LESSEE HAVE CAREFULLY READ AND REVIEWED THIS LEASE AND EACH TERM AND
PROVISION CONTAINED HEREIN, AND 8Y 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
OF THE PARTIES.

The parties hereto have exceuted this Lease on the date specified immediately adjucent to their respective signatures,

BEOEY LLC an Arizona Limited Liability Conipany HEALTH ENHANCEMENT PRODUCTS, INC.

A Nevada Corporation
Marme: UEJL‘-{ ﬂl‘,b.f ru;(

Names: John R Cigrmn —
Executive Vice President of Operutions
S Fa |

o 1
SIHWNWM‘L Signature(s)! (M "% o=
/7 [
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Maonthly rent
5542740
8572344
8601948

Annual rent
$635,1 2880
SOEGR].2R
£72233.76




EXHIBIT™C"

Provided that Lessee is not in default of any of the provisions of this Lease, Lessee shall have one (1) option to renew the Lease
for an additional 36 month term at the then current murket rate und terms provided Lessce notifies Lessor within 180 days prior
to the Lease Expiration Date
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EXHIBIT “O™
TENANT IMPROVEMENTS

Space 15 in YAs 15" condition




DDENDLUM

THIS ADDENDUM, muade thisﬂ day of _};m?‘ ., 2001, by and between  BCO LLAC, on Arisons

Limited Liahility Company (hereinafter reforred 10 a5 the “Lessdr™), and HEALTH ENHANCEMENT PRODUGTS INC. 4
Mevada Carporation (heremnalfter referred to as the “Lessee™),

WITNESSETH THAT:
WHEREAS, Léssor and Lessee have entéred into o Leéase Agrcement dated M n&? 2011 thereinafier

referred 1o s the “Lease”) with respect 1o real property locatec at 15610 N. 83rd Wiy, Scottsdale, AZ., 85260 and comprising of
approxiately 9868 squure feet Cheremafter referred to as the *Premises’");

WHEREAS, Lessor and Lessee desire to modify the Lease upon the ferms und conditions set forth herem;

NOW, THEREFORE, in constderation ‘of these premises und other good ond valuable cansideration, the receipt of
which is hereby acknowledged: the parties, intending to be legally bound, agree as follows:

| It is agreed that for the first Six (6) months of the: Lease (March 201 1-August 2011), Lessee's Rent-and pro
rut shure of common ares muntenance und real estute taxes shall be ubated wnd known as the abatement
period

[E

It isagreed thit all Common Area Operating costs and expinses, olhier than those for insurance, real edtale
tuxes and nssessments, real estate wx reduction fees, utilines; necessary contractual obligations for “urms
length vendors and services", repaies:andior replacements resulting trom acts of God or any expenses, fees or
ussessments imposed by governing authorities having junisdiction over Seottsdale Awpark, shall be
determined to be controllable expenses. [tis funher agreéed that each line item of controllable expense shall
not viry by mare than ive pereent (5%) per year from identical line niem controllable expenses ineurred for
other similar proporties Lessor owns, opercies and munages within the Scottsdale Airpurk, The
determination of whether or not the variation has occurred shall be on a yearly busis and s soon 05
reasonably possible after the end of each full calendar year oceurring during the term as the same may be
exlended,

¥ Lessee, at Lesser's expense, shall improve the Premises in substantial aceordance with the Lessee’s propised
Noor plan attached hereto as Exhibit #1"

4 Excepr as modified by this: Addendum;, all terms; provisions, and conditions of the Litse shull continue in
full force and effect,

5 This Addendum, together with the Lease and any endorsementsamendments thereta, contains the entire
agreement between the parties,

. This Addendum may not be amended exeept in & writing signd by both purties:

7 This Addendum miay be executed in multiple counterparts, each of which shall constitate original.
L This Addendum shall be govemed by the liws of the State of Arizona,

9 This Addendum shall bind and benefit the parties and their respective heirs, successors nd s s,

IN WITNESS WHEREOQF, the parties hereto, intending to be legally bound hercby, have hersurio-set their hands iind
seals on the day and year first above written,




] Hakxg
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Exhibit 31.1

Certification Pursuant to pursuant to Rule 13a-14(a) or Rule 15d-14(a)
of the Securities Exchange Act of 1934, as amended

I, John Gorman, certify that:
1. T have reviewed this quarterly report on Form 10-Q of the Company;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rule 13a-15(f) and 15d-15(f))for the registrant and
have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared,

b) designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant's internal control over financial reporting that
occurred during the period covered by this report that has materially affected, or is reasonably
likely to materially affect, the registrant's internal control over financial reporting.

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant's auditors and the audit committee of registrant's
board of directors (or persons performing the equivalent function).

a) all significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal control over financial reporting.

Date: August 22, 2011
/s/ John Gorman
John Gorman,
Executive Vice President




Exhibit 31.2

Certification Pursuant to pursuant to Rule 13a-14(a) or Rule 15d-14(a)
of the Securities Exchange Act of 1934, as amended

I, John Gorman certify that:

1. T have reviewed this Quarterly report on Form 10-Q of Health Enhancement Products, Inc. (the
“Company”);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this report;

4. The Registrants other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f) for the
registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure the material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly through the period in which this report is being prepared,

b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluations, and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s
board of directors (or persons performing the equivalent function):

a) all significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s
ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: August 22, 2011
/s/ John Gorman
John Gorman,
Executive Vice President




Exhibit 32.1

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
(Subsections (a) and (b) of Section 1350,
Chapter 63 of Title 18, United States Code)

In connection with the Quarterly Report on Form 10-Q for the period ending June 30, 2011 of Health
Enhancement Products, Inc., a Nevada corporation (the “Company”), as filed with the Securities and
Exchange Commission (the “Report”), I, John Gorman, Executive Vice President of the Company,
certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350), that to the
best of my knowledge and belief:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

(2) The information contained in the Report fairly presents, in all material respects, the financial
condition and result of operations of the Company.

Date: August 22, 2011
/s/ John Gorman
John Gorman
Executive Vice President

A SIGNED ORIGINAL OF THIS WRITTEN STATEMENT REQUIRED BY SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002 HAS BEEN PROVIDED TO HEALTH ENHANCEMENT
PRODUCTS, INC. AND WILL BE RETAINED BY HEALTH ENHANCEMENT PRODUCTS, INC.
AND FURNISHED TO THE SECURITIES AND EXCHANGE COMMISSION OR ITS STAFF UPON
REQUEST



Exhibit 32.2

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
(Subsections (a) and (b) of Section 1350,
Chapter 63 of Title 18, United States Code)

In connection with the Annual Report of Health Enhancement Products, Inc., a Nevada corporation (the
“Company”), on Form 10-Q for the period ended June 30, 2011 as filed with the Securities and Exchange
Commission (the “Report”), I, John Gorman, Chief Accounting Officer of the Company, certify, pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350), that to the best of my
knowledge and belief:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities
Exchange Act of 1934 (15 U.S.C. 78m or 780(d)); and

(2) The information contained in the Report fairly presents, in all material respects, the financial
condition and result of operations of the Company.

Date: August 22,2011
/s/ John Gorman
John Gorman
Executive Vice President

A SIGNED ORIGINAL OF THIS WRITTEN STATEMENT REQUIRED BY SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002 HAS BEEN PROVIDED TO HEALTH ENHANCEMENT
PRODUCTS, INC. AND WILL BE RETAINED BY HEALTH ENHANCEMENT PRODUCTS, INC.
AND FURNISHED TO THE SECURITIES AND EXCHANGE COMMISSION OR ITS STAFF UPON
REQUEST.



